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IMPORTANT NOTICE

This Base Prospectus constitutes a base prospectus for the purposes of article 5.4 of the Prospectus Directive. 

The Issuer accepts responsibility for the information contained in this Base Prospectus. To the best of the 

knowledge of the Issuer (having taken all reasonable care to ensure that such is the case) the information 

contained in this Base Prospectus is in accordance with the facts and does not omit anything likely to affect its 

import.

The Arrangers and the Dealers have not separately verified the information contained in this Base Prospectus. 

None of the Arrangers or the Dealers makes any representation, express or implied, or accepts any 

responsibility, with respect to the accuracy or completeness of any of the information in this Base Prospectus. 

None of the Arrangers or the Dealers accepts any liability in relation to the information contained or 

incorporated by reference in this Base Prospectus or any other information provided by the Issuer in 

connection with the Programme.

No person has been authorised to give any information or to make any representation other than those 

contained in this Base Prospectus in connection with the issue or sale of the Notes and, if given or made, such 

information or representation must not be relied upon as having been authorised by the Issuer, the Arrangers

or any of the Dealers. Neither the delivery of this Base Prospectus nor any sale made in connection herewith 

shall, under any circumstances, create any implication that there has been no change in the affairs of the 

Issuer since the date hereof or the date upon which this Base Prospectus has been most recently 

supplemented, or that there has been no adverse change in the financial position of the Issuer since the date 

hereof or the date upon which this Base Prospectus has been most recently supplemented, or that any other 

information supplied in connection with the Programme is correct as of any time subsequent to the date on 

which it is supplied or, if different, the date indicated in the document containing the same. 

The distribution of this Base Prospectus and the offering, sale and delivery of Notes in certain jurisdictions 

may be restricted by law. Persons into whose possession this Base Prospectus comes are required by the 

Issuer, the Arrangers and the Dealers to inform themselves about and to observe any such restrictions. For a 

description of certain restrictions on offers, sales and deliveries of Notes and on the distribution of this Base 

Prospectus and other offering materials in relation to the Notes, see “Subscription and Sale”.

In particular, the Notes have not been and will not be registered under the United States Securities Act of 

1933, as amended (the “Securities Act”). Subject to certain exceptions, the Notes may not be offered, sold or 

delivered within the United States or to, or for the account or benefit of, U.S. persons.

This Base Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer, the 

Arrangers or the Dealers to subscribe for, or purchase, any Notes. 

Neither this Base Prospectus nor any other financial statements are intended to provide the basis of any credit 

or other evaluation and should not be considered as a recommendation by any of the Issuer, the Arrangers or 

the Dealers that any recipient of this Base Prospectus or any other financial statements should purchase the 

Notes. Each potential purchaser of Notes should determine for itself the relevance of the information 

contained in this Base Prospectus and its purchase of Notes should be based upon such investigation as it 

deems necessary. None of the Dealers or the Arrangers undertakes to review the financial condition or affairs 

of the Issuer during the life of the arrangements contemplated by this Base Prospectus or to advise any 

investor or potential investor in the Notes of any information coming to the attention of any of the Dealers or 

the Arrangers.

This Base Prospectus describes in summary form certain Spanish tax implications and procedures in 

connection with an investment in the Notes (see “Risk Factors – Risks in relation to the Notes – Risk in 
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relation to Spanish taxation” and “Taxation – Taxation in Spain”). No advise is given by the Issuer, the 

Arrangers or the Dealers in respect of taxation matters relating to the Notes. Investors must seek their own 

advice to ensure that they comply with all procedures to ensure correct tax treatment of their Notes.

Certain of the Dealers and their affiliates, including parent companies, have engaged, and may in the future 

engage, in investment banking and/or commercial banking transactions (including the provision of loan 

facilities and/or securitization transactions) and other related transactions with, and may perform financial and 

non-financial activities and services for, the Issuer and its affiliates in the ordinary course of business. In 

addition, in the ordinary course of their business activities, the Dealers and their affiliates, including parent 

companies, may make or hold a broad array of investments and actively trade debt and equity securities (or 

related derivative securities) and financial instruments (including bank loans) for their own account and for 

the accounts of their customers. Such investments and securities activities may involve securities and/or 

instruments of the Issuer or Issuer’s affiliates. Certain of the Dealers or their affiliates, including parent

companies, that have a lending relationship with the Issuer routinely hedge their credit exposure to the Issuer 

consistent with their customary risk management policies. Typically, such Dealers and their affiliates, 

including parent companies, would hedge such exposure by entering into transactions which consist of either 

the purchase of credit default swaps or the creation of short positions in securities, including potentially the 

Notes issued under the Programme. Any such short positions could adversely affect future trading prices of 

Notes issued under the Programme. The Dealers and their affiliates, including parent companies, may also 

make investment recommendations and/or publish or express independent research views in respect of such 

securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short 

positions in such securities and instruments. 

In connection with the issue of any Tranche (as defined in “Overview of the Programme – Method of 

Issue”), the Dealer or Dealers (if any) named as the stabilising manager(s) (the “Stabilising 

Manager(s)”) (or any person acting on behalf of any Stabilising Manager(s)) in the applicable Final 

Terms may over-allot Notes or effect transactions with a view to supporting the market price of the 

Notes at a level higher than that which might otherwise prevail. However, there is no assurance that the 

Stabilising Manager(s) (or any person acting on behalf of any Stabilising Manager) will undertake 

stabilisation action. Any stabilisation action may begin on or after the date on which adequate public 

disclosure of the terms of the offer of the relevant Tranche is made and, if begun, may be ended at any 

time, but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche and 

60 days after the date of the allotment of the relevant Tranche. Any stabilisation action or overallotment 

must be conducted by the relevant Stabilising Manager(s) (or any person acting on behalf of any 

Stabilising Manager(s)) in accordance with all applicable laws and rules. 

INTERPRETATION

All references in this Base Prospectus to “euro” refer to the lawful currency introduced at the start of the third 

stage of European economic and monetary union pursuant to the Treaty on the Functioning of the European 

Union, as amended from time to time.

The language of this Base Prospectus is English. Certain legislative references and technical terms have been 

cited in their original language in order that the correct technical meaning may be ascribed to them under 

applicable law.
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OVERVIEW OF THE PROGRAMME

The following overview is qualified by the more detailed information contained elsewhere in this Base 

Prospectus and, in relation to the terms and conditions of any particular Tranche of Notes, the applicable 

Final Terms. Capitalised terms which are defined in “Form of the Notes” or “Terms and Conditions of the 

Notes” have the same meaning when used in this overview. References to numbered Conditions are to the

terms and conditions of the Notes (the “Conditions”) as set out under “Terms and Conditions of the 

Notes”.

Issuer Iberia, Líneas Aéreas de España, S.A. Operadora.

Risk Factors Investing in Notes issued under the Programme involves certain risks. 

See “Risk Factors”. 

Description Euro Medium Term Note Programme.

Size Up to €450,0000,000 (or the equivalent in other currencies at the date 

of issue) aggregate nominal amount of Notes outstanding at any one 

time.

Arrangers Banco Bilbao Vizcaya Argentaria, S.A.

Banco Popular Español, S.A.

Bankia, S.A.

Dealers Banco Bilbao Vizcaya Argentaria, S.A., Banco Popular Español, S.A. 

and Bankia, S.A. The Issuer may from time to time terminate the 

appointment of any Dealer or appoint new Dealers, either generally in 

respect of the Programme or in relation to a particular Tranche of 

Notes.

Fiscal Agent BNP Paribas Securities Services, Luxembourg Branch

Irish Listing Agent BNP Paribas Securities Services, Luxembourg Branch

Method of issue The Notes will be issued on a syndicated or non-syndicated basis. The 

Notes will be issued in series (each a “Series”) and each Series may be 

issued in tranches (each a “Tranche”) issued on different issue dates. 

The Notes of each Series will all be subject to identical terms, except 

that the issue date and the amount of the first payment of interest may 

be different in respect of different Tranches. The Notes of each 

Tranche will all be subject to identical terms save that a Tranche may 

comprise Notes of different denominations. The specific terms of each 

Tranche will be completed in the final terms (the “Final Terms”).

Issue Price Notes may be issued at their nominal amount or at a discount or 

premium to their nominal amount.

Form of the Notes Notes will be issued in bearer form. Each Tranche of Notes will 

initially be in the form of either a Temporary Global Note or a 

Permanent Global Note, in each case as specified in the relevant Final 

Terms. Each Global Note which is not intended to be issued in new 

global note form, as specified in the relevant Final Terms, will be 

deposited on or around the relevant issue date with a depositary or a 

common depositary for Euroclear and/or Clearstream, Luxembourg 

and/or any other relevant clearing system and each Global Note which 
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is intended to be issued in new global note form (a “New Global 

Note” or “NGN”), as specified in the relevant Final Terms, will be 

deposited on or around the relevant issue date with a common 

safekeeper for Euroclear and/or Clearstream, Luxembourg. Each 

Temporary Global Note will be exchangeable for a Permanent Global 

Note or, if so specified in the relevant Final Terms, for Definitive 

Notes. If the TEFRA D Rules are specified in the relevant Final Terms 

as applicable, certification as to non-U.S. beneficial ownership will be 

a condition precedent to any exchange of an interest in a Temporary 

Global Note or receipt of any payment of interest in respect of a 

Temporary Global Note. Each Permanent Global Note will be 

exchangeable for Definitive Notes in accordance with its terms. 

Definitive Notes will, if interest-bearing, have Coupons attached and, 

if appropriate, a Talon for further Coupons. 

Clearing Systems Euroclear, Clearstream Luxembourg and, in relation to any Tranche, 

such other clearing system as may be specified in the relevant Final 

Terms provided it is located outside Spain, and is recognised by 

Spanish law or by the law of another OECD country.

Currencies Any currency, subject to compliance with all relevant laws and 

regulations.

Maturity Any maturity, subject to compliance with all relevant laws and 

regulations.

Denomination Notes will be in such denominations as may be specified in the 

relevant Final Terms save that (i) in the case of any Notes which are to 

be admitted to trading on a regulated market within the European 

Economic Area (“EEA”) or offered to the public in an EEA State in 

circumstances which require the publication of a prospectus under the 

Prospectus Directive, the minimum specified denomination shall be 

€100,000 (or its equivalent in any other currency as at the date of issue 

of the Notes); and (ii) unless otherwise permitted by then current laws 

and regulations, Notes (including Notes denominated in sterling) 

which have a maturity of less than one year and in respect of which 

the issue proceeds are to be accepted by the Issuer in the United 

Kingdom or whose issue otherwise constitutes a contravention of 

section 19 of the FSMA will have a minimum denomination of 

£100,000 (or its equivalent in other currencies).

Fixed Rate Notes Fixed interest will be payable in arrear on the date or dates specified in 

the relevant Final Terms.

Floating Rate Notes Floating Rate Notes will bear interest determined separately for each 

Series (a) on the same basis as the floating rate under a notional

interest rate swap transaction in the relevant Specified Currency 

governed by an agreement incorporating the 2006 ISDA Definitions, 

as published by the International Swaps and Derivatives Association, 

Inc.; or (b) by reference to LIBOR or EURIBOR, as adjusted for any 

applicable margin. Interest periods will be specified in the relevant 

Final Terms.
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Interest Periods and Interest 

Rates

The length of the interest periods for the Notes and the applicable 

interest rate or its method of calculation may differ from time to time 

or be constant for any Series. Notes may have a maximum interest 

rate, a minimum interest rate, or both. The use of interest accrual 

periods permits the Notes to bear interest at different rates in the same 

interest period. All such information will be set out in the relevant 

Final Terms.

Redemption Unless previously redeemed, or purchased and cancelled, Notes will 

be redeemed at their Final Redemption Amount (as specified in the 

relevant Final Terms) on the Maturity Date.

Optional redemption The Final Terms issued in respect of each issue of Notes will state 

whether such Notes may be redeemed prior to their stated maturity at 

the option of the Issuer (either in whole or in part) and/or the holders.

Status The Notes and Coupons relating to them constitute (subject to 

Condition 4 (Negative Pledge)) unsecured obligations of the Issuer 

and in the event of insolvency (concurso) of the Issuer according to 

Spanish Law 22/2003, of July 9, on Insolvency (the “Spanish 

Insolvency Law”), will at all times rank pari passu and without any 

preference among themselves. The payment obligations of the Issuer 

under the Notes and the Coupons relating to them shall, save for such 

exceptions as may be provided by applicable legislation and subject to 

Condition 4 (Negative Pledge), at all times rank at least equally with 

all other unsecured and unsubordinated indebtedness and monetary 

obligations of the Issuer, present and future.

Negative Pledge The Notes will have the benefit of a negative pledge, as described in 

Condition 4 (Negative Pledge).

Cross default The Notes will have the benefit of a cross default provision, as 

described in Condition 10 (Events of Default).

Tax redemption The Issuer may redeem the Notes at any time, in whole but not in part, 

at their principal amount plus accrued and unpaid interest, if any, to 

the date of redemption if the Issuer has or will become obliged to pay 

additional amounts as a result of any change in, or amendment to, 

certain tax laws and regulations and such obligation cannot be avoided 

by the issuer taking reasonable measures to it. See Condition 6(c) 

(Redemption for Taxation Reasons).

Withholding tax The payment of interest and other amounts in respect of the Notes will 

be made free of withholding taxes in Spain, unless such taxes are 

required by law to be withheld. In such case the Issuer will pay 

additional amounts as may be necessary in order that the net amounts 

receivable by the Noteholder after such deduction or withholding shall 

equal the respective amounts which would have been receivable by such 

Noteholder in the absence of such deduction or withholding; except that 

no such additional amounts shall be payable in certain circumstances set 

out in the Conditions. See Condition 8 (Taxation).

The Issuer considers that, according to Royal Decree 1145/2011, it is not 

obliged to withhold any tax amount provided that the simplified 
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information procedures (which do not require identification of the 

Noteholders) are complied with by the Fiscal Agent, as described in 

“Taxation – Taxation in Spain – Disclosure obligations in connection 

with payments on the Notes”. 

In the event that the currently applicable procedures are, after the date of 

this Base Prospectus, modified, amended or supplemented by any 

Spanish law or regulation or any ruling of the Spanish Tax Authorities 

(Dirección General de Tributos), the Issuer will inform the Noteholders 

of any such change in the information procedures and of any 

implications such changes may have for the Noteholders. In particular, 

there can be no assurance that the Issuer will not be required to apply 

withholding tax on interest payments under the Notes as a result of any 

such changes in the information procedures. In such event, the Issuer 

would not pay any additional amounts.

For further information, see “Risk Factors – Risks in relation to Spanish 

taxation ”, Condition 8 (Taxation) and “Taxation – Taxation in Spain –

Disclosure obligations in connection with payments on the Notes”.

Governing law The Agency Agreement, the Deed of Covenant and the Notes and any 

non-contractual obligations arising out of or in connection with them 

will be governed by, and construed in accordance with, English law. The 

status of the Notes as described in Condition 3 (Status) is governed by, 

and shall be construed in accordance with, Spanish law.

The Courts of England will have jurisdiction to settle any disputes 

which may arise out of or in connection with the Notes.

Spanish Companies Law The Issuer is incorporated under the laws of the Kingdom of Spain and 

is subject to Royal Legislative Decree 1/2010 of 2 July, which approves 

the consolidated regulation for Spanish Capital Companies (Real 

Decreto Legislativo 1/2010 de 2 de Julio por el que se aprueba el texto 

refundido de la Ley de Sociedades de Capital) (the “Spanish Capital 

Companies Law”).

Pursuant to section 9 of the Fourth Additional Provision of Spanish Law 

10/2014 of June 26 of regulation, supervision and solvency of credit 

entities, the limits established under article 411 of the Spanish Capital 

Companies Law shall not be applicable to the Issuer in respect of the 

issues of the Notes under the Programme to the extent that the relevant 

Notes are admitted to trading in a regulated market, multilateral trading 

system or other organized markets.

Listing Application has been made for the Notes to be admitted to listing on the 

Official List and to trading on the regulated market of the Irish Stock 

Exchange.

Notes may be listed or admitted to trading, as the case may be, on other 

or further stock exchanges or markets agreed between the Issuer and the 

relevant Dealers in relation to the Series. The applicable Final Terms 

will state the stock exchanges or markets on which the relevant Notes 

are to be listed or admitted to trading.

Ratings Not rated.
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Selling Restrictions United States, the United Kingdom, Spain and Japan. See “Subscription 

and Sale”.
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RISK FACTORS

Investing in the Notes issued under the Programme involves certain risks. The Issuer believes that the following 

factors may affect its ability to fulfil its obligations under the Notes. All of these factors are contingencies which 

may or may not occur and the Issuer is not in a position to express a view on the likelihood of any such 

contingency occurring. Any of these risk factors, individually or in the aggregate, could have an adverse effect on 

the Issuer and the impact each risk could have on the Issuer is set out below. Factors which the Issuer believes may 

be material for the purpose of assessing the market risks associated with the Notes are also described below.

The Issuer believes that the factors described below represent the principal risks inherent in investing in the Notes 

issued under the Programme, but the Issuer may be unable to pay interest, principal or other amounts on or in 

connection with the Notes for other reasons, and the Issuer does not represent that the statements below regarding 

the risks of holding the Notes are exhaustive. Prospective investors should also read the detailed information set 

out elsewhere in this Base Prospectus (including any documents incorporated by reference herein) and reach their 

own views prior to making any investment decision.

Risks in relation to the Issuer

Damage to Iberia's reputation or brand names with which it is associated could have a material adverse effect 

on our financial condition and results of operations

Iberia's brand name and those with which it is associated have significant commercial value. Damage to these 

brand names and/or Iberia's wider reputation could have a material adverse effect on its financial position and 

results of operations. For example, Iberia relies on positive brand recognition to attract customers and investors. 

Any damage to Iberia's reputation, brand image or brand name, and damage to other brands which it is associated 

with, such as the oneworld alliance, whether through a single event or a series of events, could have a material 

adverse effect on Iberia's ability to market its services and attract and retain customers. See also "Iberia faces risks 

from its strategic alliances and bilateral cooperation arrangements'' below.

The airline industry is extremely competitive and Iberia faces competition from other airlines as well as from 

alternative means of transportation

The airline industry is highly competitive as a result of:

• low barriers to competitor entry:

• the expansion of existing airlines to capture greater market share;

• limits on available slots at certain airports with respect to certain prime routes which means that 

competition for those slots when they become available is intense; and

• consolidation between, or the formation of alliances between, airlines.

A number of Iberia's competitor airlines have a lower cost structure and can offer flights at lower prices than Iberia 

can while new entrants to the market may also have a more efficient structure and be able to offer competing 

services at lower cost.

Competitive intensity varies across the different routes that Iberia flies. Intensity varies depending on the number 

and nature of competitors operating on any given route and the applicable regulatory environment and associated 

barriers to entry (such as operating licences, capital requirements and availability of slots). The percentage of 

routes on which Iberia competes with airlines having lower operating costs has grown significantly over the past 
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decade and such competition is likely to increase further. Further growth of competitor airlines and consolidation 

of existing competitors may impair Iberia's future growth and cause it to lose market share.

Some of Iberia's competitor airlines are wholly or partially state-owned, which could give these airlines access to 

larger and less expensive sources of funding. With access to these resources, competitors could continue to 

subsidise less economic routes which contribute to industry overcapacity and thus could reduce the number of 

Iberia passengers flying on individual Iberia flights which would impact Iberia's profitability. Various events, 

including adverse economic conditions, civil unrest and armed conflict, terrorist activity or natural disasters which 

significantly impact air travel might also induce governments to unilaterally grant subsidies or other public aid to 

one or more of Iberia's competitors, which could have an adverse impact on Iberia's competitive position to the 

extent that Iberia was equally affected by these events.

A number of Iberia's competitor airlines may also be able to benefit from protection under domestic insolvency 

laws, for example the protection afforded under Chapter 11 of the US Bankruptcy Code. These favourable 

insolvency regimes may help them to substantially reduce their cost structures and become more competitive, both 

while they are under creditor protection and thereafter. As a Spanish company Iberia would not benefit from such 

protection were it to become insolvent. If Iberia's competitors are able to offer their services at lower prices or to 

increase their market share at the expense of Iberia, this could have a material adverse effect on Iberia's financial 

condition and results of operations.

In addition, Iberia faces competition from alternative forms of transport, particularly in relation to its short-haul 

routes, such as rail travel (in particular, the high-speed train Alta Velocidad Española in Spain (the "AVE"), the 

rest of Spain's high-speed rail network and high speed rail travel elsewhere in Europe (such as the Eurostar in the 

UK and France) and from increased use of existing communication technology, such as video conferencing. 

Competitive pressure from alternative forms of transport and technology is likely to increase. Should Iberia's 

existing clients choose to travel less and rely more on technological advances allowing for long distance 

communication without physical presence, then this could result in a loss of passenger traffic on Iberia, in 

particular non-leisure air passengers.

Global economic conditions could have an adverse impact on Iberia's business

Iberia's revenue is highly sensitive to economic conditions in the markets in which it operates. Its revenues can be 

significantly affected by general economic conditions such as any material decline in economic activity within 

Spain in particular, and other commercially important countries or regions served by Iberia, or globally, as was the 

case following the recent global economic crisis. Demand for air travel depends on economic conditions, 

employment levels, consumer and business confidence and the availability of consumer credit. The airline industry 

tends to experience significant adverse financial results during economic downturns as travellers often choose to 

reduce their transportation or simply cease to be able to afford such transportation. In addition, an economic 

downturn also tends to result in a decrease in air cargo revenue, as international trade decreases and businesses 

look to run down their inventories.

Iberia is exposed to macroeconomic factors and government policy changes or decisions

Macroeconomic decisions may impact taxes, duties or other charges to which Iberia is subject which could have a 

material adverse effect on Iberia's financial condition and results of operations. This is particularly relevant in the 

current economic climate where the focus is on reducing government deficits, including by raising taxes (inclusive 

of withholdings and deductions relating to taxation).

Certain markets in which Iberia operates are subject to government regulation controlling capacity and/or 

restricting market entry. Relaxation of such restrictions, while creating growth opportunities for Iberia, could 

impact competition and therefore have a negative impact on Iberia's margins and result in a material adverse effect 

on Iberia's financial condition and results of operations.



8

Iberia is dependent on good relations with its employees and their trade unions and its key suppliers' employees 

and unions

Iberia is a large employer and many of its staff members are represented by a range of different trade unions, as is 

customary in the airline industry. While collective bargaining and other agreements between Iberia and its workers' 

unions takes place regularly, a breakdown in the bargaining process could lead to industrial action, which could 

disrupt operations and have a material adverse effect on Iberia's business performance.

Iberia has regular contact with the following main unionised groups, who have representatives sitting on various 

Iberia committees: pilots (SEPLA); cabin crew (STAVLA; CTA-VUELO; SITCPLA; UGT; and CC.OO) and 

ground staff (UGT; CC.OO; USO; CTA-TIERRA; CGT; ASETMA; CESHA; SITA and CIG).

Iberia has recently achieved collective employment agreements with its ground staff, pilots and crew members. It is 

possible, however, that any negotiations surrounding the renewal of existing collective labour agreements may not 

be negotiated satisfactorily or that such negotiations will not be able to be concluded within a specified time. If 

negotiations break down, there is a risk of industrial action. In the past, Iberia has experienced significant 

difficulties, including strikes, and capacity constraints as a result of disputes with some or all of these unions and it 

may experience similar difficulties in the future which would adversely affect its business performance, revenues 

and reputation.

Iberia faces risks in the execution of its Strategic Plan

In November 2012, Iberia launched its Plan de Transformación, which was designed to build a sustainable and 

profitable future for Iberia. The plan has involved capacity reduction and labour restructuring, in agreement with 

the unions which represent Iberia's employees. At the end of 2015, Iberia had completed 70% of the labour 

restructuring, and plans to complete the maximum remaining exits by 2017.

After the restructuring process was put in place, Iberia launched its Plan de Futuro by the end of 2013 that has 

allowed the company to reach a positive profit from continuing operations in 2015 and 2014 (€602 million and 

€156 million, respectively) after 6 previous years of losses, setting the basis for profitability and long-term growth.

Iberia's Strategic Plans set ambitious targets and there is a possibility that imperfect implementation of the plans 

will lead to the inability to achieve all of Iberia's targets in the anticipated timeframe. In particular, the continued 

co-operation of the unions will be important to the success of the Strategic Plans.

Iberia has substantial future financing needs

The airline industry requires significant capital expenditures in order to remain competitive and as a result Iberia 

has incurred indebtedness (primarily with respect to its aircraft fleet) to finance its ongoing operations and to cover 

material capital expenditure requirements. A substantial portion of existing borrowings is secured on Iberia's assets.

As at 31 December 2015, Iberia's total borrowings of €677 million included outstanding finance lease 

commitments totalling €506 million which are secured on specific property and equipment and the four unsecured

bank bond placements that were carried out during 2015 totalling €150 million. Iberia operates most of its fleet on 

operating lease agreements, which are not included on its balance sheet. Iberia's operating lease costs charged to its 

income statement in 2015 and 2014 amounted to €267 million and €299 million, respectively. Iberia finances its 

capital expenses from operating cash flow, additional loans and off-balance sheet operating leases.

Normally, agreements between airlines and manufacturers contain a sale and purchase commitment for various 

aircraft over a period of time which, in most cases, is between four and six years. Iberia has backstop agreements in 

place with the manufacturers for various future deliveries and may announce firm orders for further aircraft once it 
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has reduced its cost base and is in a position to grow profitably. Such orders, if announced, are likely to lead to 

increased borrowing and/or increased operating lease costs.

In addition, any change in the credit profile of Iberia may affect Iberia's access to the credit markets, its borrowing 

rates and the loan-to-value ratio at which it can borrow. Iberia's credit profile could be negatively affected by a 

range of factors, including a deterioration in its financial performance, liquidity or cash flows and other external 

factors affecting the airline industry generally or specific segments of it which are relevant to Iberia. This could 

also have a material adverse effect on Iberia's financial condition and results of operations.

Certain of Iberia's aircraft leases and borrowing documentation may restrict its operational flexibility

A failure by Iberia to comply with its contractual obligations or to pay its indebtedness and fixed costs, could result 

in a variety of material adverse consequences, including the acceleration of its indebtedness, the exercise of 

remedies by its creditors, lessors or other co-contracting parties, and such defaults could trigger additional defaults 

under other indebtedness or agreements. In such a situation, Iberia may not be able to repay the accelerated 

indebtedness or fulfil its obligations under certain contracts, make required aircraft lease payments or otherwise 

cover its fixed costs. Also, the lenders under the financing arrangements could foreclose upon all or substantially 

all of the assets of Iberia which secure Iberia's obligations.

Iberia is exposed to operational disruptions due to maintenance

From time to time, aircraft with Iberia's fleet require unscheduled maintenance work, which may cause operational 

disruption. For example, airframe and engine manufacturers or other equipment manufacturers and/or regulatory 

authorities may require or recommend modifications to be made across a particular fleet, which may mean having 

to ground a particular type of aircraft. In addition, manufacturers may experience difficulties when introducing new 

models which can result in aircraft groundings and/or delays in deliveries. This may cause operational disruption 

to, and impose significant costs on, Iberia.

Any defect in Iberia's aircraft maintenance could result in low reliability, flight delays for technical reasons, 

unscheduled stops and AOG (Aircraft on Ground) status. In an extreme case, aircraft incidents could occur which, 

regardless of whether or not they relate to a defect in Iberia's maintenance or modification programmes for its 

aircraft fleet, could have a material adverse effect on its operations and financial performance.

Iberia is dependent on uninterrupted operation of its processing systems and any failure of critical IT systems 

could have a negative impact on its business

Iberia's ability to manage its ticket sales (a large proportion of which are electronic tickets), receive and process 

reservations, manage its network and perform other critical business operations is dependent on the efficient and 

uninterrupted operation of the computer, internet and communication systems which it uses, as well as the systems 

used by third parties in the course of their interaction with and/or provision of services to Iberia (such as 

Amadeus). As computer and communication systems are vulnerable to disruption, power outages, acts of sabotage, 

computer viruses, fires and other events, it is possible that the performance of these systems may be less than 

optimal, or that the systems may be interrupted, for potentially significant periods of time.

Any disruption to the computer and communication systems used by Iberia or its partners, including data providers 

and payments services providers, could result in lost bookings or otherwise significantly impair Iberia's ability to 

operate its business efficiently.

In addition, cyber attacks or other system malfunctions could result in the unauthorised release of confidential or 

otherwise protected information which could result in regulatory sanctions (including financial penalties) and loss 

of customers.
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Iberia is exposed to credit risk and failure of counterparties and is dependent on certain third party service and 

facility providers

Iberia is exposed to the credit risk of non-performance by its counterparties in respect of receivable financial assets. 

Treasury activities, which include placing money market deposits, fuel hedging and foreign currency transactions, 

could lead to a concentration of different credit risks on the same counterparty. Iberia is also exposed to the credit 

risk of non-performance by its insurance counterparties.

Iberia is dependent on its ability to source, on favourable terms, sufficient quantities of goods and services in a 

timely manner. These goods and services include: the supply of substantial equipment such as aircraft, engines and 

related components and those services available at airports or from airport authorities, such as aircraft fuel 

providers, aircraft maintenance providers, global distribution systems ("GDS"), air traffic controllers, ground 

handlers, caterers, security personnel, check-in staff, baggage handlers and distributors. In certain cases, Iberia may 

only be able to access goods and services from a limited number of suppliers and the transition to new suppliers for 

such goods and services may take a significant amount of time and require significant resources.

Iberia faces the risk that its third party services might be:

• restricted or temporarily unavailable as a result of events such as strikes or technical problems;

• permanently unavailable; or

• only available on non-commercial terms,

any or all of which could have a material adverse effect on Iberia's business. In addition, if Iberia's lessors and 

airframe and engine manufacturers were to delay delivery of aircraft, make scheduled deliveries of aircraft late, or 

deliver goods which did not meet the standards and specifications contracted for, this could also have a material 

adverse effect on Iberia's business.

Iberia's contracts with third parties, including airport operators and GDS, need to be periodically renewed. If any of 

these contracts are renewed on less favourable terms, this could result in Iberia incurring higher costs in the future.

In addition, the infrastructure through which jet fuel is provided to Madrid's Adolfo Suárez Madrid-Barajas airport 

and the other airports from which Iberia operates is critical to its operations. Any breakdown in this infrastructure 

and/or contamination of the fuel supply would have a significant impact on operations and could have a material 

adverse effect on Iberia's financial condition, results of operations and business.

Political instability, terrorist attacks, military conflicts and their aftermath may have an ongoing material 

adverse effect on Iberia's business

Terrorist attacks, such as the 11 September 2001 terrorist attacks in the United States and those on 13 November 

2015 in Paris and on 22 March 2016 in Brussels, may cause uncertainty in the minds of the travelling public and/or 

result in increasingly restrictive security measures which can materially adversely affect passenger demand for air 

travel. These effects would be amplified if the terrorist attacks were aimed at aircraft or tourist destinations and 

could result in reduced demand for air travel, limitations on the availability of insurance coverage, increased costs 

associated with security precautions and flight restrictions to affected destinations.

The occurrence of wars or the threat of war, such as the war in Iraq in 2003 which gave rise to a reduction in travel 

over the Middle East region generally pending the resolution of political and economic uncertainties. In addition, 

civil unrest within a country (such as the events currently taking place in Ukraine and Syria or, unrest or turmoil in 

Venezuela or other countries), may also result in the cancellation of, and/or reductions in, bookings as well as the 

closure or restriction of access to airspace or airports which may also adversely affect Iberia's business. Political 
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tension within a country or between countries may also adversely impact air travel even if it does not result in 

conflict. For example, tensions can be reflected in adverse economic developments such as increased inflation or 

volatile exchange rates or the imposition of exchange controls, each of which can negatively affect demand for air 

travel or result in harmful litigation, such as VIASA's bankruptcy.

It is not possible for Iberia to predict the occurrence of events or circumstances such as or similar to those outlined 

above, or the ultimate impact of such occurrences. Iberia's financial condition, results of operations and business 

may be materially adversely affected if one or more of the events or circumstances outlined above were to occur.

The ongoing consequences of terrorist attacks or other accidents or incidents could lead to a further increase of 

other costs or restrictions on insurance coverage

Iberia's ability to manage its airline business with an adequate level of insurance coverage against risk of losses 

from natural and other disasters is dependent on, among other things, insurance policies. These policies stipulate a 

number of conditions under which the insurers may terminate policies. In addition, the policies must be renewed at 

regular intervals. There can be no assurance that the amount of insurance cover, if any, available to Iberia upon the

occurrence of a natural or other disaster, including the loss of one or more of its aircraft for any reason, would be 

adequate to cover the resulting losses. Iberia could be obliged to bear substantial costs if (i) its insurance policies 

do not cover a specific claim; (ii) the amounts insured under such policies are insufficient; or (iii) an insurer is not 

able to pay the insured amounts.

An accident or incident involving any Iberia aircraft could involve significant potential claims by injured 

passengers or others, in addition to the repair or replacement of damaged aircraft and consequential temporary or 

permanent loss of the aircraft from service. Substantial claims resulting from an accident in excess of Iberia's 

related insurance coverage could harm its business and financial results. In addition, any aircraft accident or 

incident, even if fully insured, could cause a public perception that Iberia is less safe or reliable than other airlines, 

which would harm Iberia's reputation and, in turn, its business.

The airline industry is also exposed to the risk of insurance coverage for aviation air traffic risks becoming too 

expensive or too difficult to obtain, in the event, for example, of future terrorist attacks, acts of sabotage and other 

incidents, particularly ones that are specifically directed against air traffic. Iberia insures its aircraft fleets according 

to the practices followed by other major carriers in the industry and pursuant to applicable legislation as regards the 

payment of compensation. Although Iberia considers that, based on these criteria, the coverage of its insurance is 

sufficient to run its business activities, the occurrence of such events, particularly ones that are specifically directed 

against air traffic, would result in the disruption of Iberia's operations and could have a material adverse effect on 

its business, operations, financial condition and results of operations.

Iberia is exposed to the risk of losses from major safety or security incidents

Aircraft crashes or similar incidents involving another airline could impact general passenger confidence and lead 

to reduced demand for air travel adversely affecting Iberia's business, particularly if the crash or incident were due 

to a fault in a type of aircraft used by Iberia in its fleet. Furthermore, an aircraft crash or similar incident involving 

a oneworld alliance member or another airline with which Iberia has a codeshare arrangement might be associated 

with Iberia in public perceptions, which could result in Iberia suffering reputational damage (and associated 

losses), even if none of its aircraft was involved.

In addition, if Iberia's aircraft are involved in crashes or similar incidents, the associated losses may involve not 

only the costs associated with the repair or replacement of damaged or lost aircraft and its or their consequent 

temporary or permanent loss from service, but also claims by affected passengers, owners and third parties as well 

as possible reputational damage (and associated losses). Although Iberia currently maintains insurance against 

these risks, this insurance may not be sufficient, see "The ongoing consequences of terrorist attacks or other 

accidents or incidents could lead to a further increase of other costs or restrictions on insurance coverage" above.
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Epidemics, pandemics, severe weather conditions, natural disasters or other "Acts of God" can materially 

adversely affect operations and the demand for air travel

Several possible events may cause significant network disruption. Epidemics, natural calamities, severe weather 

conditions or other 'Acts of God' (whether on a regional or global scale), such as the outbreak of Severe Acute 

Respiratory Syndrome (SARS) in 2003 which significantly reduced air travel to and from SARS-affected areas and 

the volcanic eruption in Iceland in 2010 which materially adversely affected air travel to, from and within Europe. 

These events result in substantial reductions in and/or cancellations of, bookings and flights not only to or from the 

affected region but also more generally, thereby reducing demand for Iberia's services. The occurrence and timing 

of such events, together with the reaction of aviation authorities to such events, cannot be predicted or controlled 

by Iberia.

Iberia may be exposed to risks associated with the limitation of greenhouse gas emissions and related trading 

schemes for allowances

Under the United Nations Framework Convention on Climate Change and the Kyoto Protocol, certain contracting 

states entered into obligations to control and reduce the emission of greenhouse gases. To comply with its 

obligations under public international law, the EU introduced the Emissions Trading System (the ETS) in 2003 to 

limit greenhouse gas emissions and the trading of allowances which applies to certain industrial installations. The 

ETS was introduced in 2012 for intra-EU flights with the original intention to extend the scheme outside the EU in 

2014, although this has been considerably delayed. Any extension of the ETS to flights outside the EU could have 

an adverse impact upon demand for air travel and/or reduce the profit margin per ticket. Due to the current 

European focus of the scheme, Iberia, like all other European airlines, might also face competitive disadvantages in 

comparison with non-European air carriers who operate a lower proportion of routes into, out of or within the EU. 

All of these factors may limit Iberia's operational flexibility and/or increase its costs.

Iberia's revenue can be significantly affected by public concerns about the environmental impact of air travel and 

tendencies towards more environmentally friendly travel initiatives which may cause consumers to reduce their air 

travel activities or require additional investment.

Iberia is exposed to risks associated with aviation fuel price trends

Aviation fuel has been, and is expected to remain, subject to significant price volatility. Prices for aviation fuel are 

strongly correlated to the price of petroleum and are influenced by a number of factors, including fluctuations in 

the euro/U.S. dollar exchange rate, political events, war or the threat of war, refining capacity and the coordinated 

pricing decisions of the Organization of Petroleum Exporting Countries producer cartel.

Iberia used approximately 2.04 million tonnes of jet fuel in 2015. Although Iberia enters into fuel price hedges 

designed to protect it against short-term volatility in aviation fuel prices, it is exposed to a significant and sustained 

increase in the price of aviation fuel which would have a material adverse effect on its cost base and profitability. 

In 2015 and 2014, Iberia's fuel consumption costs amounted to €1,248 million and €1,156 million, respectively, 

equal to 27.9 per cent. and 25.8 per cent. of its recurring operating expenses, respectively. Iberia has partially 

hedged the risk of price volatility in jet fuel through the purchase of oil derivatives in forward markets, which can 

generate a profit or a loss. The ineffective portion of Iberia's fuel hedging included in the finance profit item in 

2015 and 2014 was €1 million and €5 million, respectively.

Fluctuations in currency exchange rates could have a material adverse effect on Iberia's financial condition 

and results of operations

Given the international nature of Iberia's business, a significant proportion of its revenues, costs and borrowings are 

denominated in currencies other than euro and, as Iberia reports its financial results in euro, the results for each 

period are affected by fluctuations in exchange rates. The principal currency to which Iberia is exposed is the U.S. 
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dollar, and a strengthening of the U.S. dollar against the euro would have a negative effect on Iberia as it generally 

spends more in dollars than it earns. Iberia seeks to reduce its foreign exchange exposures arising from transactions 

in various currencies through a policy of matching, as far as possible, receipts and payments in each individual 

currency and actively managing the surplus or shortfall through treasury hedging operations, which can generate a 

profit or a loss. In addition, when preparing its financial statements, Iberia translates any assets, liabilities, costs 

and revenues which are not already denominated in euro into euro. Increases and decreases in the value of the euro 

against other currencies in which Iberia's assets, liabilities, costs and revenues are denominated may affect the 

amounts attributed to these items in Iberia's financial statements, even if their value has not changed in their 

original currency, and may also affect the comparability of Iberia's results for different financial periods.

Since December 2012, the repatriation of funds from Venezuela has been limited. Throughout 2013, Iberia 

recognised net sales at a rate of 6.3 bolívares (CADIVI) to the US dollar. Unrepatriated cash amounted to €184 

million at December 31, 2013. From February to October 2014, Iberia's rate of repatriation changed and it was 

recognised for net sales at 11 bolívares to the US dollar (SICAD I) since this was the official rate at which Iberia 

was authorised by the Venezuelan government to repatriate cash over this period.

In August 2014, Iberia received funds for February to June 2014 at the SICAD I rate and given the ongoing 

negotiations, the €184 million of unrepatriated funds from 2013 as well as amount from net sales in January 2014 

were also re-valued at the SICAD I rate. An exceptional charge of €82 million was recognised for this.

Iberia has been unable to repatriate any further funds earned prior to February 2014 or after June 2014. Given these 

circumstances, and combined with the lack of liquidity in Venezuela, the decrease in the Brent barrel price and a 65 

per cent. rate of inflation recognised by the Venezuelan government, Iberia concluded that SICAD I could no 

longer, in practice, be considered available for the repatriation of funds. The next alternative exchange rate 

available at 31 December 2014 was the SICAD II rate of 50 bolívares to the US dollar which Iberia considered 

more truly reflects the economic reality. This rate has been applied since November 2014. All remaining funds, 

which approximately amounted to Bs 1.7 billion were revalued at the SICAD II rate resulting in an additional 

exceptional charge of €98 million. The cash balance as at 31 December 2014 was €18 million.

In February 2015 the Venezuelan government approved changes to the country's currency exchange systems 

through new foreign exchange regulations. These changes include replacing SICAD II with SIMADI, a new 

mechanism to trade US dollars through private brokers that is expected to compete with the parallel illegal market. 

As of 31 December 2015, the Group has revalued the funds withheld at the SIMADI exchange rate whose 

redemption was determined in 198.70 bolivars per U.S. dollar. The impact of the updating of exchange rates has 

been offset with the reduction of funds withheld when paying in local currency to cover the needs of flight 

operation, neutralising the impact on the consolidated income statement.

Fluctuations in interest rates could have a material adverse effect on Iberia's financial condition and results 

operations

Iberia is exposed to increases in interest rates as its floating rate debt generally exceeds its floating rate cash 

deposits. At 31 December 2015, 40 per cent. of Iberia's borrowings (including debt from operating leases) was at a 

fixed rate and the remaining 60 per cent. at a floating rate. Iberia seeks to reduce its interest rate risk through 

treasury hedging operations, although there can be no assurance that its interest rate hedging policies will always 

be effective or without material cost to Iberia.

Air traffic and the aviation industry are heavily regulated

Safety, security, disability, denied boarding, privacy, licensing, competition, customer protection, tax, 

environmental and operational regulations (including directives and recommendations issued by aircraft 

manufacturers and other aviation related vendors) and route flying rights impose significant requirements and 

compliance costs on Iberia. In order for Iberia to maintain its Spanish air operator's certificate, it has to comply 
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with both Spanish and applicable EU laws and regulations. To fly to other countries, appropriate air services 

agreements and approvals must be in place between the governments concerned and Iberia is required to comply 

with the regulations of those individual countries as well as certain internationally or regionally applicable 

conventions or regulations. Any changes in the air services agreements between governments, the withdrawal of 

any such approvals, changes in any conventions or regulations or the imposition of new regulations, directives 

and/or recommendations could each have an impact on Iberia's business by, among other things, restricting market 

access, increasing costs or impeding normal service operations.

Additional laws, regulations, taxes and airport rates and charges have been proposed from time to time that could 

significantly increase the cost of airline operations or reduce revenues. Iberia cannot fully anticipate all changes 

that may be made in the future, nor the possible adverse impact of such changes. However, its ability to comply 

with such regulations is key to maintaining its operational and financial performance.

Iberia is also exposed to the risk that individual employees or groups of employees may act in breach of legislation 

designed to prevent corrupt or other unethical practices, resulting in fines or other penalties and, potentially, serious 

damage to its reputation. Mishandling of customer information may also result in significant financial and 

reputational damage.

Slot allocations can affect the competitiveness and financial condition of airlines

Slot allocations can affect the competitiveness and financial condition of airlines. Airport slots are rights allocated 

annually for each relevant season (winter season and summer season) to an entity by an airport or government 

agency granting the slot owner the right to schedule a landing or departure during a specific time period.

In the EU, air carriers must generally use an allocated slot for a minimum of 80 per cent. of the time during the 

period for which the slot was assigned. If Iberia does not use certain slots on a temporary or long-term basis, 

whether for commercial or other reasons, it might lose those slots which are insufficiently utilised. If an adequate 

number of slots is not made available to Iberia, or Iberia is unable to secure appropriately timed take-off and 

landing slots, Iberia might be forced to change its flight schedules or reduce its aircraft utilisation rate, which may 

adversely affect its financial condition and results of operations.

In terms of non-EU members, the International Air Transport Association ("IATA") has guidelines in place setting 

out best industry practice (based on such criteria as environmental issues or appropriate use of slots) and a policy 

for worldwide application in relation to slot allocation and coordination, which are broadly mirrored in applicable 

EU slots legislation. However, where local regulation and legislation exists, that will override IATA's guidelines.

There can be no assurance that Iberia will not lose any currently held slots or that it will be able to secure any 

additional slots it may require in the future. Iberia's ability to add additional flights to its existing schedules will be 

constrained, in part, by the availability of slots at relevant airports.

Airport, transit and landing fees, along with charges and the costs that airlines must pay to ensure air traffic 

security, may continue to increase

Airlines are exposed to increases in airport, transit and landing fees, along with changes in air security policies and 

air traffic security costs, which together represent a significant operating cost to Iberia.

In 2015 and 2014, the total airport charges (fees for landing, aircraft parking, airbridge use and other airport 

services) and air navigation charges (en route and approach) represented 8.7 per cent. and 7.6 per cent., 

respectively, of Iberia's recurring operating expenses.

There can be no assurance that such costs will not increase or that Iberia will not incur new costs in Spain or 

elsewhere, particularly in the US, specifically in the event of terrorist attacks. By way of an example, 
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implementation of the policy restricting liquids carried in passengers' hand luggage had a considerable impact on 

the operations and costs of the airline industry, as did the advance passenger information system implemented by 

the US. If Iberia is not able to pass any increases in charges, fees or other costs on to its customers, these increases 

could have a material adverse effect on its financial condition and results of operations.

Iberia faces risks from its strategic alliances and bilateral co-operation arrangements

The maintenance and development of alliances and other strategic relations is critical to Iberia's business. Iberia is 

a member of the oneworld alliance, a brand marketing and services alliance between Iberia, British Airways and, 

among others, American Airlines, Cathay Pacific and Qantas. The oneworld alliance is a brand marketing designed 

to maximise the offering to customers by providing greater network coverage and benefits. Through the alliance, 

customers have increased options in terms of the routes available to them, stop-overs and fare types, greater access 

to lounges and opportunities to earn more frequent flyer points. These customer benefits make the member airlines 

more attractive to customers, giving members the opportunity to optimise their load factors, traffic and revenue.

No assurance can be given that the oneworld alliance will not lose member airlines, whether as a result of one or 

more member airlines terminating their membership or having their membership suspended, for example, due to 

being wound up in the context of insolvency proceedings. Furthermore, no assurance can be given that the 

oneworld alliance will be able to attract the new members it may need to be successful in the future. In addition, 

the success of the oneworld alliance depends in part on the actions, brands and strategic plans of other airlines over 

which Iberia has little control. If the oneworld alliance were to lose its appeal, this could negatively affect, among 

other things, the network of flights that Iberia is able to offer its customers.

Iberia also has a number of bilateral cooperation arrangements with other airlines, including American Airlines -

with which Iberia and British Airways launched a joint business on 1 October 2010, in relation to flights between, 

and flight connections originating in, European and North American destinations (the "Joint Business"). Both US 

Airways, through its merger with American Airlines, and Finnair have subsequently joined the Joint Business. 

Recently, Iberia, British Airways and LATAM just signed another joint business agreement in January 2016 on 

flights between Europe and South America. If the scope of any of the Joint Businesses is reduced or it is terminated 

for any reason, this could adversely affect Iberia's business.

Iberia is vulnerable to the loss of key airport capacity

The Terminal 4 building of Adolfo Suárez Madrid Barajas airport is Iberia's flight distribution hub but it is not used 

exclusively by Iberia. Iberia has a right of use over Terminal 4 under Spanish Administrative Law. In addition, 

Iberia has many lease agreements in that Terminal. Consequently the complete or partial loss or temporary closure 

of the Adolfo Suárez Madrid Barajas Terminal 4 building, for instance due to fire, collapse of the building, major 

air crash at the site, restrictions due to environmental issues, a terrorist or similar security incident or strikes by 

AENA employees, would result in material disruption to Iberia's operations.

The airline industry relies upon and is exposed to national and international infrastructure development

Iberia is dependent on and may be affected by infrastructure decisions or changes in infrastructure policy by 

governments, regulators or other entities, which are often outside its control.

Iberia is exposed to the risk of a decrease in demand for transatlantic services

Transatlantic services form an important part of Iberia's revenue stream. If, for whatever reason, demand for such 

services were to decrease or competition were to increase along these routes, this could have a material adverse 

effect on its financial condition and results of operations.



16

High fixed costs mean that the airline industry is vulnerable to relatively small changes in the number of 

passengers and/or the fares paid

The nature of the airline business is such that a substantial percentage of its operating expenses are fixed costs that 

do not vary proportionally based on its productivity. Iberia has to incur such fixed costs regardless of whether its 

productivity - measured, for example, by reference to available seat kilometres ("ASK") and available tonne 

kilometres (passenger and cargo capacity) - is high or low.

These costs include the costs of aircraft and employee costs. Therefore, a negative change in Iberia's unit revenues, 

for example, by ASK - whether caused by load factor changes, yield fluctuations or any other material factor 

referred to in these risk factors - could adversely impact Iberia's profitability.

Iberia faces risks from legal and arbitration proceedings

Iberia is, and may in the future be, involved in lawsuits and claims, including claims arising as a consequence of 

the normal course of its business and out of its relationships with employees, staff, public bodies, customers, 

suppliers, as well as out of industrial activities.

The results of lawsuits and claims can be uncertain and cannot therefore be precisely determined. No assurance can 

be given that any provisions made in relation to any ongoing or future investigations, legal and/or arbitration 

proceedings will be sufficient should any of the investigations or proceedings have a negative outcome. A negative 

outcome in any significant investigation or claim could have a material adverse effect on Iberia's financial 

condition and results of operations.

Iberia records significant revenue from technical services provided to other airlines, handling services and 

cargo transportation and this revenue could be adversely impacted by a range of factors, including many 

described above to the extent that they reduce aircraft traffic generally

In 2015, Iberia's revenue from maintenance and engineering services for airlines made up 10.4 per cent. of its 

operating revenue. Iberia currently has 350 clients of which 99 are invoiced for more than €100.000. The loss of 

any of these material clients could therefore have a material adverse effect on its results of operations.

Iberia provides handling services to its own fleet and to other airlines. In 2015, revenue from airport services 

amounted to 7.4 per cent. of Iberia's total operating revenues. Following the completion of a competitive tendering 

process, on 13 May 2015 AENA awarded Iberia 17 out of the 20 handling licences which it bid for. Iberia will now 

provide handling services at 43 airports including all five main airports in Spain after it won back a key licence for 

El Prat airport in Barcelona.

In 2015, Iberia's revenue from cargo transportation amounted to 5.4 per cent. of its total operating revenue. Iberia 

generates revenue from cargo transportation principally through air freight and mail carried in the 'bellyhold' of 

Iberia's aircraft as well as dedicated cargo planes and a fleet of ground delivery vehicles.

Iberia's reported financial position and results will be affected by changes in financial reporting requirements

Iberia's financial statements are prepared in accordance with current International Financial Reporting Standards 

("IFRS"). Any changes or modification to IFRS accounting policies may require a change in the future reported 

results or a restatement of reported results.

Changes to IFRS, which Iberia adopted for financial periods beginning on or after 1 January 2013, will have an 

impact on its accounting policies, financial position or results of Iberia in future periods.
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For example, the IFRS 15 ‘Revenue from contracts with customers’ (not yet endorsed by the EU) proposes a new 

five-step model that will apply to revenue arising from contracts with customers, providing a more structured 

approach to measuring and recognising revenue, and the IFRS 16 ‘Leases’ (not yet endorsed by the EU)proposes 

that lessees should apply a 'right-of-use' model in accounting for all leases, other than leases of biological and 

intangible assets, leases to explore for or use natural resources, and leases of some investment properties; this 

would require Iberia to recognise aircraft and property assets, currently accounted for as operating leases, on its 

balance sheet.

Corporate governance of International Consolidated Airlines Group, S.A. ("IAG") and its subsidiaries (the 

"IAG Group")

One of the principal reasons for the merger between British Airways Plc ("BA") and Iberia (the "Merger") was to 

enhance the earnings potential beyond a level that neither BA nor Iberia could have achieved on its own, thereby 

improving shareholder returns.

However, the governance structure of the IAG Group that was put in place at the time of the Merger has a number 

of complex features, including nationality structures to protect BA's and Iberia's respective route and operating

licenses (the "Nationality Structures") and assurances to preserve the specific interests of each entity (the 

"Assurances"). The Nationality Structures were established to preserve BA and Iberia traffic rights and existing 

route licences under bilateral agreements entered into by the UK and Spain with non-EU Member States. Such 

structures will ensure that UK nationals hold at least 50.1 per cent. of the voting rights of BA and Spanish nationals 

hold at least 50.1 per cent. of the voting rights in Iberia. The Assurances are safeguards to preserve specific 

interests of BA and Iberia and their shareholders and the interests of the IAG Group. Although complex, IAG 

considers that the structure worked well during 2011 and 2012 with synergy targets being exceeded. However, 

there can be no assurance that the governance structure of the IAG Group that has been put in place will continue 

to be effective.

The agreement governing the Assurances was automatically terminated five years after the merger effective date 

(21 January 2011), independently from the termination or renewal of the Nationality Structures. The Nationality 

Structures will initially be in place for the first five years following the Merger, after which IAG will have the right 

to terminate the Nationality Structures. The termination of Iberia's Nationality Structure and BA's Nationality 

Structure must take place at substantially the same time.

Furthermore, the operation of the Assurances may constrain the IAG Group's ability to put in place the sort of 

intra-group guarantee arrangements commonly used within corporate group structures, to maximise the financial 

benefits that can be obtained from the combined balance sheet strength of the individual companies in the IAG 

Group. This might mean that IAG is not able to leverage the balance sheets of BA and Iberia for IAG Group 

purposes as effectively as might otherwise be the case.

Risks in relation to the Notes

The Notes may not be a suitable investment for all investors

Each potential investor in any Notes must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should:

• have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes, 

the merits and risks of investing in the relevant Notes and the information contained or incorporated 

by reference in this Base Prospectus or any applicable supplement;

• have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the relevant Notes and the impact such investment 

will have on its overall investment portfolio;
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• have sufficient financial resources and liquidity to bear all of the risks of an investment in the 

relevant Notes, including where principal or interest is payable in one or more currencies, or where 

the currency for principal or interest payments is different from the potential investor's currency;

• understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any 

relevant indices and financial markets; and

• be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear the 

applicable risks.

Some Notes are complex financial instruments and such instruments may be purchased by potential investors as a 

way to reduce risk or enhance yield with an understood, measured, appropriate addition of risk to their overall 

portfolios. A potential investor should not invest in Notes which are complex financial instruments unless it has the 

expertise (either alone or with the help of a financial adviser) to evaluate how the Notes will perform under 

changing conditions, the resulting effects on the value of such Notes and the impact this investment will have on 

the potential investor's overall investment portfolio.

Risks in relation to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features which 

contain particular risks for potential investors. Set out below is a description of certain such features.

Partly-paid Notes

The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay any 

subsequent instalment could result in an investor losing all of its investment.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that the Issuer may elect to convert from a fixed rate to a 

floating rate, or from a floating rate to a fixed rate. The Issuer's ability to convert the interest rate will affect the 

secondary market and the market value of such Notes since the Issuer may be expected to convert the rate when it 

is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate to a floating rate, the 

spread on the Fixed/Floating Rate Notes may be less favourable than then prevailing spreads on comparable 

Floating Rate Notes tied to the same reference rate. In addition, the new floating rate at any time may be lower than 

the rates on other Notes. If the Issuer converts from a floating rate to a fixed rate, the fixed rate may be lower than 

then prevailing rates on its Notes.

Notes issued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium to their nominal amount tend to 

fluctuate more in relation to general changes in interest rates than do prices for conventional interest-bearing 

securities. Generally, the longer the remaining term of the securities, the greater the price volatility as compared to 

conventional interest-bearing securities with comparable maturities.

Notes subject to optional redemption by the Issuer

An optional redemption feature is likely to limit the market value of Notes. During any period when the Issuer may 

elect to redeem Notes, the market value of those Notes generally will not rise substantially above the price at which 

they can be redeemed. This also may be true prior to any redemption period. The Issuer may be expected to redeem 

Notes when its cost of borrowing is lower than the interest rate on the Notes. At those times, an investor generally 

would not be able to reinvest the redemption proceeds at an effective interest rate as high as the interest rate on the 
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Notes being redeemed and may only be able to do so at a significantly lower rate. Potential investors should 

consider reinvestment risk in light of other investments available at that time.

Risks in relation to the Notes generally

Modification, waivers and substitution

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters affecting 

their interests generally. These provisions permit defined majorities to bind all Noteholders including Noteholders 

who did not attend and vote at the relevant meeting and Noteholders who voted in a manner contrary to the 

majority. 

The Issuer may redeem the Notes for tax reasons

In the event that the Issuer would be obliged to increase the amounts payable in respect of any Notes due to any 

withholding or deduction for or on account of, any present or future taxes, duties, assessments or governmental 

charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf of the Kingdom of 

Spain or any political subdivision thereof or any authority therein or thereof having power to tax, the Issuer may 

redeem all outstanding Notes in accordance with the Conditions.

Investors who hold less than the minimum specified denomination may be unable to sell their Notes and may be 

adversely affected if Definitive Notes are subsequently required to be issued.

In relation to any issue of Notes which have denominations consisting of a minimum specified denomination plus 

one or more higher integral multiples of another smaller amount, it is possible that such Notes may be traded in 

amounts in excess of the minimum specified denomination that are not integral multiples of such minimum 

specified denomination. In such a case a holder who, as a result of trading such amounts, holds an amount which is 

less than the minimum specified denomination in his account with the relevant clearing system would not be able 

to sell the remainder of such holding without first purchasing a principal amount of Notes at or in excess of the 

minimum specified denomination such that its holding amounts to a specified denomination. Further, a holder who, 

as a result of trading such amounts, holds an amount which is less than the minimum specified denomination in his 

account with the relevant clearing system at the relevant time may not receive a definitive Note in respect of such 

holding (should Definitive Notes be printed) and would need to purchase a principal amount of Notes at or in 

excess of the minimum specified denomination such that its holding amounts to a specified denomination.

If such Notes in definitive form are issued, holders should be aware that Definitive Notes which have a 

denomination that is not an integral multiple of the minimum specified denomination may be illiquid and difficult 

to trade.

Change of law

The Conditions of the Notes are based on English law in effect as at the date of issue of the relevant Notes. No 

assurance can be given as to the impact of any possible judicial decision or change to English law or administrative 

practice after the date of issue of the relevant Notes.

Global Notes are held by or on behalf of Euroclear and Clearstream, Luxembourg and investors will have to rely 

on their procedures for transfer, payment and communication with the Issuer

Notes issued under the Programme may be represented by one or more Global Notes. The Global Notes will be 

deposited with a common depositary or common safekeeper for Euroclear and/or Clearstream, Luxembourg.

Except in the circumstances described in the relevant Global Note, investors will not be entitled to receive 
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Definitive Notes. Euroclear and/or Clearstream, Luxembourg will maintain records of the beneficial interests in the 

Global Notes.

While the Notes are represented by one or more Global Notes, investors will be able to trade their beneficial 

interests only through Euroclear and/or Clearstream, Luxembourg and the Issuer will discharge its payment 

obligations under such Notes by making payments to the common depositary or, in the case of Global Notes in 

New Global Note form, the common service provider for Euroclear and/or Clearstream, Luxembourg for 

distribution to their account holders. A holder of a beneficial interest in a Global Note must rely on the procedures 

of Euroclear and/or Clearstream, Luxembourg to receive payments under their relevant Notes. The Issuer has no 

responsibility or liability for the records relating to, or payments made in respect of, beneficial interests in the 

Global Notes.

Holders of beneficial interests in the Global Notes will not have a direct right to take enforcement action against 

the Issuer under the relevant Notes but will have to rely upon their rights under the Deed of Covenant (as defined 

below).

Risks in relation to the market generally

The secondary market generally

Notes may have no established trading market when issued, and one may never develop. If a market does develop, 

it may not be liquid. Therefore, investors may not be able to sell their Notes easily or at prices that will provide 

them with a yield comparable to similar investments that have a developed secondary market. This is particularly 

the case for Notes that are especially sensitive to interest rate, currency or market risks, are designed for specific 

investment objectives or strategies or have been structured to meet the investment requirements of limited 

categories of investors. These types of Notes generally would have a more limited secondary market and more 

price volatility than conventional debt securities. Illiquidity may have a severely adverse effect on the market value 

of Notes.

Exchange rate risks and exchange controls for investors

The Issuer will pay principal and interest on the Notes in the Specified Currency (as defined in the Conditions). 

This presents certain risks relating to currency conversions if an investor's financial activities are denominated 

principally in a currency or currency unit (the "Investor's Currency") other than the Specified Currency. These 

include the risk that exchange rates may significantly change (including changes due to devaluation of the 

Specified Currency or revaluation of the Investor's Currency) and the risk that authorities with jurisdiction over the 

Investor's Currency may impose or modify exchange controls. An appreciation in the value of the Investor's 

Currency relative to the Specified Currency would decrease (1) the Investor's Currency-equivalent yield on the 

Notes, (2) the Investor's Currency equivalent value of the principal payable on the Notes and (3) the Investor's 

Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could 

adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal than 

expected, or no interest or principal.

Interest rate risks for Fixed Rate Notes

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may adversely 

affect the value of Fixed Rate Notes.
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Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or review or 

regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether and 

to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for various types of 

borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial institutions should 

consult their legal advisers or the appropriate regulators to determine the appropriate treatment of Notes under any 

applicable risk-based capital or similar rules.

Risks in relation to Spanish taxation

Article 44 of Royal Decree 1065/2007, as amended by Royal Decree 1145/2011, sets out the reporting obligations 

applicable to preference shares and debt instruments issued under Law 10/2014. The procedures apply to interest 

deriving from preference shares and debt instruments to which Law 10/2014 refers, including debt instruments 

issued at a discount for a period equal to or less than twelve months.

According to the literal wording of Article 44.5 of Royal Decree 1065/2007, income derived from securities 

originally registered with the entities that manage clearing systems located outside Spain, and are recognised by 

Spanish law or by the law of another OECD country will be paid free of Spanish withholding tax provided that the 

relevant paying agent submits to the relevant issuer in a timely manner a duly executed and completed statement 

with the following information: (a) identification of the securities; and (b) total amount of the income 

corresponding to each clearing system located outside Spain. These obligations refer to the total amount paid to 

investors through each foreign clearing house. For these purposes, "income" means interest and the difference, if 

any, between the aggregate amount payable on the redemption of the Notes and the issue price of the Notes".

On 19 May 2016 the Issuer and BNP Paribas Securities Services, Luxembourg Branch (the "Fiscal Agent") 

entered into an amended and restated fiscal agency agreement (the "Agency Agreement") where they have 

arranged certain procedures to facilitate the collection of information concerning the Notes.

In accordance with Article 44 of Royal Decree 1065/2007 as amended by Royal Decree 1145/2011, the Fiscal 

Agent should provide the Issuer with the above statement, in the form attached to the Agency Agreement, on the 

business day immediately prior to each interest payment date. The statement must reflect the situation at the close 

of business of that same day. In the event that on such date, the Fiscal Agent fails to do so, the relevant Issuer or 

the Paying Agent on its behalf will make a withholding at the general rate (currently 19 per cent.) on the total 

amount of the return on the relevant Notes otherwise payable to such entity and will not gross up payments in 

respect of any such withholding tax.

However, the Spanish Tax Authorities may eventually issue a tax ruling to clarify the interpretation of the currently 

applicable procedures and it cannot be completely disregarded that such ruling determines that the relevant Issuer, 

that is tax resident in Spain, should apply a withholding on payments to individuals with tax residence in Spain. If 

this were the case, identification of Noteholders may be required and the procedures, if any, for the collection of 

relevant information will be applied by the relevant Issuer so that it can comply with its obligations under the 

applicable legislation as clarified by the Spanish Tax Authorities. Neither the Issuer, the Arranger nor the Dealers 

assume any responsibility therefore.

In the case of Notes held by Spanish resident individuals (and under certain circumstances by Spanish entities 

subject to Spanish Corporate Income Tax) and deposited with a Spanish resident entity or a Spanish permanent 

establishment acting as depositary or custodian, payments in respect of the Notes may be subject to withholding by 

such depositary or custodian, currently at 19 per cent. If this were to happen, the Issuer would not gross up 

payment is respect of any such withholding tax.
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U.S. Foreign Account Tax Compliance Withholding Act

The United States has enacted rules under Sections 1471 through 1474 of the U.S. Internal Revenue Code 

(commonly referred to as "FATCA"), that generally impose a new reporting and withholding regime with respect 

to certain U.S. source payments (including dividends and interest), gross proceeds from the disposition of property 

that can produce U.S. source interest and dividends and certain payments made by entities that are classified as 

financial institutions under FATCA. The United States has entered into an intergovernmental agreement regarding 

the implementation of FATCA with Spain (the "IGA"). Under the current IGA, the Issuer does not expect 

payments made on or with respect to the Notes to be subject to withholding under FATCA. However, significant 

aspects of when and how FATCA will apply remain unclear, and no assurance can be given that withholding under 

FATCA will not become relevant with respect to payments made on or with respect to the Notes in the future. 

Prospective investors should consult their own tax advisors regarding the potential impact of FATCA.

Pursuant to the terms and conditions of the Notes, the Issuer's obligations under the Notes are discharged once it 

has paid the common depositary or common safekeeper for the ICSDs (as holder of the Notes). The Issuer has no 

responsibility for any amount transmitted thereafter through the ICSDs and custodians or intermediaries and 

consequently, pursuant to Condition 8, it will not be required to pay additional amounts should FATCA 

withholding apply.

The proposed European financial transactions tax

On 14 February 2013, the European Commission published a proposal for a Directive for a common financial 

transaction tax ("FTT") in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia 

and Slovakia (the participating Member States).

The proposed FTT has very broad scope and could, if introduced in its current form, apply to certain dealings in the 

Notes (including secondary market transactions) in certain circumstances. The issuance and subscription of Notes 

should, however, be exempt.

Under current proposals the FTT could apply in certain circumstances to persons both within and outside of the 

participating Member States. Generally, it would apply to certain dealings in the Notes where at least one party is a 

financial institution, and at least one party is established in a participating Member State. A financial institution 

may be, or be deemed to be, "established" in a participating Member State in a broad range of circumstances, 

including (a) by transacting with a person established in a participating Member State or (b) where the financial 

instrument which is subject to the dealings is issued in a participating Member State.

The FTT proposal remains subject to negotiation between the participating Member States. It may therefore be 

altered prior to any implementation, the timing of which remains unclear (the proposed timeline of 1 January 2016 

for the first phase relevant only to shares and derivatives has already been missed and no announcements of a new 

proposed timeline for its introduction has been made). Additional EU Member States may decide to participate. 

Prospective holders of the Notes are advised to seek their own professional advice in relation to the FTT.

Risks in relation to the Spanish Insolvency Law

Law 22/2003, of 9 July 2003, as amended (the "Spanish Insolvency Law") provides, among other things, that: (i) 

any claim may become subordinated if it is not included in the company's accounts or otherwise reported to the 

insolvency administrators within one month from the last official publication of the court order declaring the 

insolvency, (ii) provisions in a contract granting one party the right to terminate on the other's insolvency may not 

be enforceable, and (iii) interest shall cease to accrue as from the date of the declaration of insolvency and any 

amount of interest accrued up to such date and unpaid shall become subordinated. Should the Issuer be declared 

insolvent, the application of these and other provisions of the Spanish Insolvency Law would affect the ability of 

investors to receive payments under the Notes.
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Any payments of interest in respect of debt securities will be subject to the subordination provisions of article 92.3 

of the Spanish Insolvency Law.

The Spanish Insolvency Law, in certain instances, also has the effect of modifying or impairing creditors' rights 
even if the creditor, either secured or unsecured, does not consent to the amendment. Secured and unsecured 
dissenting creditors may be written down not only once the insolvency has been declared by the judge as a result of 
the approval of a creditors' agreement, but also as a result of an out-of-court restructuring agreement without 
insolvency proceedings having been previously opened (e.g. refinancing agreements which satisfy certain 
requirements and are validated by the judge), in both scenarios (i) to the extent that certain qualified majorities are 
achieved and unless (ii) some exceptions in relation to the kind of claim or creditor apply (which would not be the 
case for the Notes).

The majorities legal regime envisaged for these purposes also hinges on (i) the type of the specific restructuring 

measure which is intended to be imposed (e.g. extensions, debt reductions, debt for equity swaps, etc.) as well as 

(ii) on the part of claims to be written-down (i.e. secured or unsecured, depending on the value of the collateral as 

calculated pursuant to the rules established in the Spanish Insolvency Act).
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DOCUMENTS INCORPORATED BY REFERENCE

The following information is incorporated in, and forms part of, this Base Prospectus:

(i) the English translation of the audited consolidated financial statements of the Issuer for the financial 

years ended 31 December 2015, together with the auditor’s report thereon; 

(ii) the English translation of the audited consolidated financial statements of the Issuer for the financial 

years ended 31 December 2014, together with the auditor’s report thereon; and

(iii) the terms and conditions of the base prospectus dated 20 May 2015 prepared by the Issuer in 

connection with the Programme.

each of which have been previously filed with the Central Bank of Ireland and can be accessed on the 

following addresses on the Irish Stock Exchange website:

 the audited consolidated financial statements of the Issuer for the financial year ended 31 December 

2015:

http://www.ise.ie/debt_documents/Annual%20Financial%20Statement_b19d6a7c-5d25-

43e3-b98a-a3076a5c73e6.pdf

 the audited consolidated financial statements of the Issuer for the financial year ended 31 December 

2014:

http://www.ise.ie/debt_documents/Consolidated%20FS%20for%20Iberia%20L%C3%ADneas%20A%

C3%A9reas%20de%20Espa%C3%B1a,%20S.A.%20Operadora%20IFRS_6db9e21e-d382-4630-

a892-7970e17ca889.pdf

 the base prospectus dated 20 May 2015 prepared by the Issuer in connection with the Programme: 

http://www.ise.ie/debt_documents/Base%20Prospectus_5303068c-6eff-4e13-aefe-

29db909dee04.PDF

The audited consolidated financial statements of the Issuer referred to above have been prepared following 

the IFRS.

Cross-reference list

The following tables show where the information incorporated by reference in this Base Prospectus can be

found in the above-mentioned documents. Information contained in those documents other than the

information listed below does not form part of this Base Prospectus and is either not relevant or covered

elsewhere in this Base Prospectus.

Page(s)

Audited consolidated financial statements of the Issuer for the financial year ended 31 

December 2015

Auditor’s Report ....................................................................................................................... 0

Consolidated Income Statement ............................................................................................... 1

Consolidated of Comprehensive Income .................................................................................. 2

Consolidated Statement Balance Sheet..................................................................................... 3
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Page(s)

Consolidated Statement of Cash Flows .................................................................................... 4

Consolidated Statement of Changes in Total Equity................................................................. 5

Notes ......................................................................................................................................... 6-51

Page(s)

Audited consolidated financial statements of the Issuer for the financial year ended 31 

December 2014

Auditor’s Report ....................................................................................................................... 0

Consolidated Income Statement ............................................................................................... 3

Consolidated of Comprehensive Income .................................................................................. 4

Consolidated Statement Balance Sheet..................................................................................... 5

Consolidated Statement of Cash Flows .................................................................................... 6

Consolidated Statement of Changes in Total Equity................................................................. 7

Notes ......................................................................................................................................... 8-44

Page(s)

Terms and conditions of the base prospectus dated 20 May 2015

Terms and conditions of the base prospectus ............................................................................ 28-48

The Issuer will, in connection with the listing of the Notes on the Irish Stock Exchange, in the event of any

significant new factor, material mistake or inaccuracy relating to information included in this Base 

Prospectus, prepare a supplement to the Base Prospectus in accordance with Article 16 of the Prospectus 

Directive or publish a new Base Prospectus as may be required by the rules of the Irish Stock Exchange for 

use in connection with any subsequent issue of the Notes to be listed on the Irish Stock Exchange. 

Any statement contained in this Base Prospectus or in any information or in any of the documents 

incorporated by reference in, and forming part of, this Base Prospectus shall be modified or superseded for 

the purpose of this Base Prospectus to the extent that a statement contained in any document subsequently 

incorporated by reference modifies or supersedes such statement provided that such modifying or superseding 

statement is made by way of a supplement to this Base Prospectus pursuant to Article 16 of the Prospectus 

Directive.

If the terms of the Programme are modified or amended in a manner that would make the Base Prospectus, as 

so modified or amended, inaccurate or misleading, a new base prospectus will be prepared.
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FORM OF THE NOTES

Each Tranche of Notes will initially be in the form of either a temporary Global Note (a “Temporary Global 

Note”), without interest coupons, or a permanent global note (a “Permanent Global Note”), without interest 

coupons, in each case as specified in the relevant Final Terms. Each Temporary Global Note or, as the case 

may be, Permanent Global Note (each a “Global Note”) which is not intended to be issued in new global note 

(“NGN”) form, as specified in the relevant Final Terms, will be deposited on or around the issue date of the 

relevant Tranche of Notes with a depositary or a common depositary for Euroclear Bank S. A. /N. V. 

(“Euroclear”) and/or Clearstream Banking, société anonyme, Luxembourg (“Clearstream, Luxembourg”) 

and/or any other relevant clearing system and each Global Note which is intended to be issued in NGN form, 

as specified in the relevant Final Terms, will be deposited on or around the issue date of the relevant Tranche 

of the Notes with a common safekeeper for Euroclear and/or Clearstream, Luxembourg.

On 13 June 2006 the European Central Bank (the “ECB”) announced that Notes in NGN form are in 

compliance with the “Standards for the use of EU securities settlement systems in ESCB credit operations” of 

the central banking system for the euro (the “Eurosystem”), provided that certain other criteria are fulfilled. 

At the same time the ECB also announced that arrangements for Notes in NGN form will be offered by 

Euroclear and Clearstream, Luxembourg as of 30 June 2006 and that debt securities in global bearer form 

issued through Euroclear and Clearstream, Luxembourg after 31 December 2006 will only be eligible as 

collateral for Eurosystem operations if the NGN form is used.

The relevant Final Terms will also specify whether United States Treasury Regulation §1. 163-5(c)(2)(i)(C) 

(the “TEFRA C Rules”) or United States Treasury Regulation §1. 163-5(c)(2)(i)(D) (the “TEFRA D Rules”) 

are applicable in relation to the Notes or, if the Notes do not have a maturity of more than 365 days, that 

neither the TEFRA C Rules nor the TEFRA D Rules are applicable.

Temporary Global Note exchangeable for a Permanent Global Note

If the relevant Final Terms specifies the form of Notes as being “Temporary Global Note exchangeable for a 

Permanent Global Note”, then the Notes will initially be in the form of a Temporary Global Note which will 

be exchangeable, in whole or in part, for interests in a Permanent Global Note, without interest coupons, not 

earlier than 40 days after the issue date of the relevant Tranche of the Notes upon certification as to non-U. S. 

beneficial ownership. No payments will be made under the Temporary Global Note unless exchange for 

interests in the Permanent Global Note is improperly withheld or refused. In addition, interest payments in 

respect of the Notes cannot be collected without such certification of non-U. S. beneficial ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a Permanent Global 

Note, the Issuer shall procure (in the case of first exchange) the prompt delivery (free of charge to the bearer) 

of such Permanent Global Note to the bearer of the Temporary Global Note or (in the case of any subsequent 

exchange) an increase in the principal amount of the Permanent Global Note in accordance with its terms 

against:

(i) presentation and (in the case of final exchange) surrender of the Temporary Global Note to or to the 

order of the Fiscal Agent; and

(ii) receipt by the Fiscal Agent of a certificate or certificates of non-U. S. beneficial ownership,

within 7 days of the bearer requesting such exchange.
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The principal amount of the Permanent Global Note shall be equal to the aggregate of the principal amounts 

specified in the certificates of non-U. S. beneficial ownership; provided however that in no circumstances 

shall the principal amount of the Permanent Global Note exceed the initial principal amount of the Temporary 

Global Note.

The Permanent Global Note will be exchangeable in whole, but not in part, for Notes in definitive form upon 

either:

(i) not less than 60 days' written notice from Euroclear and/or Clearstream, Luxembourg (acting on the 

instructions of the holder thereof (or all of the holders acting together, if more than one) of the 

interest(s) in such Permanent Bearer Global Note) to the Fiscal Agent; or

(ii) if the relevant Final Terms specifies “in the limited circumstances described in the Permanent Global 

Note”, if (a) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for 

business for a continuous period of 14 days (other than by reason of legal holidays) or announces an 

intention permanently to cease business or (b) any of the circumstances described in Condition 10

(Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the 

prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons 

and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the 

principal amount of the Permanent Global Note to the bearer of the Permanent Global Note against the 

surrender of the Permanent Global Note to or to the order of the Fiscal Agent within 30 days of the bearer 

requesting such exchange.

Temporary Global Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being “Temporary Global Note exchangeable for 

Definitive Notes” and also specifies that the TEFRA C Rules are applicable or that neither the TEFRA C 

Rules or the TEFRA D Rules are applicable, then the Notes will initially be in the form of a Temporary 

Global Note which will be exchangeable, in whole but not in part, for Definitive Notes not earlier than 40 

days after the issue date of the relevant Tranche of the Notes.

If the relevant Final Terms specifies the form of Notes as being “Temporary Global Note exchangeable for 

Definitive Notes” and also specifies that the TEFRA D Rules are applicable, then the Notes will initially be in 

the form of a Temporary Global Note which will be exchangeable, in whole or in part, for Definitive Notes 

not earlier than 40 days after the issue date of the relevant Tranche of the Notes upon certification as to non-

U. S. beneficial ownership. Interest payments in respect of the Notes cannot be collected without such 

certification of non-U. S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the 

prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons 

and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the 

principal amount of the Temporary Global Note to the bearer of the Temporary Global Note against the 

surrender of the Temporary Global Note to or to the order of the Fiscal Agent within 30 days of the bearer 

requesting such exchange
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Permanent Global Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being “Permanent Global Note exchangeable for 

Definitive Notes”, then the Notes will initially be in the form of a Permanent Global Note which will be 

exchangeable in whole, but not in part, for Definitive Notes upon either:

(i) not less than 60 days' written notice from Euroclear and/or Clearstream, Luxembourg (acting on the 

instructions of the holder thereof (or all of the holders acting together, if more than one) of the 

interest(s) in such Permanent Bearer Global Note) to the Fiscal Agent; or

(ii) if the relevant Final Terms specifies "in the limited circumstances described in the Permanent Global 

Note", if (a) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for 

business for a continuous period of 14 days (other than by reason of legal holidays) or announces an 

intention permanently to cease business or (b) any of the circumstances described in Condition 10

(Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the 

prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons 

and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the 

principal amount of the Permanent Global Note to the bearer of the Permanent Global Note against the 

surrender of the Permanent Global Note to or to the order of the Fiscal Agent within 30 days of the bearer 

requesting such exchange.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Note will be endorsed on that Note and will consist of 

the terms and conditions set out under “Terms and Conditions of the Notes” below and the provisions of the 

relevant Final Terms which complete those terms and conditions.

The terms and conditions applicable to any Note in global form will differ from those terms and conditions 

which would apply to the Note were it in definitive form to the extent described under “Overview of 

Provisions Relating to the Notes whilst in Global Form” below.

Legend concerning United States persons

In the case of any Tranche of Notes having a maturity of more than 365 days, the Notes in global form, the 

Notes in definitive form and any Coupons and Talons appertaining thereto will bear a legend to the following 

effect:

“Any United States person who holds this obligation will be subject to limitations under the United States 

income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the Internal Revenue 

Code.”
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions that, subject to completion in accordance with the 

provisions of the relevant Final Terms, shall be applicable to the Notes in definitive form issued under the 

Programme. All capitalised terms that are not defined in these Conditions will have the meanings given to 

them in Part A of the relevant Final Terms. Those definitions will be endorsed on the Definitive Notes. 

References in the Conditions to “Notes” are to the Notes of one Series only, not to all Notes that may be 

issued under the Programme.

The Notes are issued pursuant to an amended and restated agency agreement (as amended or supplemented 

as at the Issue Date, the “Agency Agreement”) dated 19 May 2016 between the Issuer, BNP Paribas 

Securities Services, Luxembourg Branch as fiscal agent and the other agents named in it and with the 

benefit of a deed of covenant (as amended or supplemented as at the Issue Date, the “Deed of Covenant”) 

dated 19 May 2016 executed by the Issuer in relation to the Notes. The fiscal agent, the paying agents and 

the calculation agent(s) for the time being (if any) are referred to below respectively as the “Fiscal Agent”, 

the “Paying Agents” (which expression shall include the Fiscal Agent) and the “Calculation Agent(s)”.

The Noteholders (as defined below), the holders of the interest coupons (the “Coupons”) relating to interest 

bearing Notes in bearer form and, where applicable in the case of such Notes, talons for further Coupons 

(the “Talons”) (the “Couponholders”) are deemed to have notice of all of the provisions of the Agency 

Agreement applicable to them. If so required by Spanish law, the Issuer will execute a public deed 

(escritura pública) (the “Public Deed”) before a Spanish Notary Public in relation to the Notes and will 

register such Public Deed with the Mercantile Registry of Madrid on or prior to the Issue Date of the Notes. 

The Public Deed will contain, among other information, the terms and conditions of the Notes. 

As used in these terms and conditions (the “Conditions”), “Tranche” means Notes which are identical in 

all respects.

Copies of the Agency Agreement and the Deed of Covenant are available for inspection during normal 

business hours at the specified offices of each of the Paying Agents.

1 Form, Denomination and Title

The Notes are issued in bearer form in each case in the Specified Denomination(s) shown hereon, 

provided that in the case of any Notes which are to be admitted to trading on a regulated market within 

the European Economic Area or offered to the public in a Member State of the European Economic 

Area in circumstances which require the publication of a prospectus under the Prospectus Directive, 

the minimum Specified Denomination shall be euro 100,000 (or its equivalent in any other currency as 

at the date of issue of those Notes).

This Note is a Fixed Rate Note, a Floating Rate Note or a combination of any of the foregoing, 

depending upon the Interest and Redemption/Payment Basis shown hereon.

Notes are serially numbered and are issued with Coupons (and, where appropriate, a Talon) attached. 

Title to the Notes, Coupons and Talons shall pass by delivery. Except as ordered by a court of 

competent jurisdiction or as required by law, the holder (as defined below) of any Note, Coupon or 

Talon shall be deemed to be and may be treated as its absolute owner for all purposes, whether or not it 

is overdue and regardless of any notice of ownership, trust or an interest in it, any writing on it or its 

theft or loss and no person shall be liable for so treating the holder.

In these Conditions, “Noteholder” means the bearer of any Note, “holder” (in relation to a Note, 

Coupon or Talon) means the bearer of any Note, Coupon or Talon and capitalised terms have the 
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meanings given to them hereon, the absence of any such meaning indicating that such term is not 

applicable to the Notes.

2 No Exchange of Notes

Notes of one Specified Denomination may not be exchanged for Notes of another Specified 

Denomination.

3 Status

The Notes and Coupons relating to them constitute (subject to Condition 4) unsecured obligations of 

the Issuer and in the event of insolvency (concurso) of the Issuer pursuant to Spanish Law 22/2003, of 

July 9, on Insolvency (the “Spanish Insolvency Law”) will at all times rank pari passu and without 

any preference among themselves. The payment obligations of the Issuer under the Notes and the 

Coupons relating to them shall, save for such exceptions as may be provided by applicable legislation 

and subject to Condition 4, at all times rank at least equally with all other unsecured and 

unsubordinated indebtedness and monetary obligations of the Issuer, present and future.

Interest on the Notes accrued but unpaid as at the commencement of any insolvency proceeding 

(concurso) relating to the Issuer under Spanish law shall thereupon constitute subordinated 

obligations of the Issuer ranking below its unsecured and unsubordinated obligations. Under Spanish 

law, no further interest on the Notes shall be deemed to accrue from the date of any declaration of 

insolvency.

4 Negative Pledge

So long as any Note or Coupon remains outstanding, the Issuer shall not create or permit to subsist, 

and will ensure that Compañía Operadora de Corto y Medio Radio Iberia Express, S.A.U. will not 

create or permit to subsist any Security Interest (other than a Permitted Security Interest) upon the 

whole or any part of its present or future assets or revenues (including any uncalled capital) to secure 

any Relevant Indebtedness or to secure any guarantee or indemnity in respect of any Relevant 

Indebtedness, unless before or at the same time as the creation of the Security Interest, any and all 

action necessary shall have been taken to ensure that (i) all amounts payable by the Issuer under the 

Notes are secured equally and rateably with the Relevant Indebtedness or guarantee or indemnity, as 

the case may be; or (ii) such other Security Interest or guarantee or other arrangement (whether or not 

including the giving of a Security Interest) is provided in respect of all amounts payable by the Issuer 

under the Notes as shall be approved by a resolution of the Syndicate of Noteholders (as defined in 

Condition 11).

In this Condition, 

“Permitted Security Interest” means:

(A) any Security Interest over property acquired after the Issue Date, so long as:

(i) such Security Interest was (A) outstanding on the date on which such property 

was acquired and was not created in contemplation of such acquisition or (B) 

created in substitution for or to replace either such outstanding Security Interest 

or any such substituted or replacement Security Interest; and

(ii) the principal amount of the Relevant Indebtedness (or any guarantee or indemnity 

in respect of such Relevant Indebtedness) secured thereby is not increased after 

the date on which such property was acquired (other than to the extent such 
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increase was contemplated under the terms of such Relevant Indebtedness in 

existence on such date); or;

(B) any Security Interest over any aircraft, engine or other aircraft parts or equipment (“aircraft 

equipment”), lease receivables in respect of aircraft or aircraft equipment or other assets  used 

for the aviation business (which, for the avoidance of doubt, includes terminal assets, hangars 

and warehouses) of the Issuer or any of the Issuer's Subsidiaries.

a “person” includes any individual, company, corporation, firm, partnership, joint venture, 

undertaking, association, unincorporated association, limited liability company, organisation;  

“Security Interest” means any mortgage, charge, lien, pledge (other than arising by operation of law) 

or other security interest, including, without limitation, anything analogous to any of the foregoing 

under the laws of any relevant jurisdiction;

“Relevant Indebtedness” means any present or future indebtedness (whether being principal, interest 

or other amounts), in the form of or evidenced by bonds, notes, debentures, loan stock or other similar 

debt instruments, whether issued for cash or in whole or in part for a consideration other than cash, and 

which are for the time being, or are capable of being, quoted, listed or ordinarily dealt in or traded on 

any recognised stock exchange or other securities market; 

“Subsidiary” of any person means (i) a company more than 50 per cent. of the Voting Rights of which 

is owned or controlled, directly or indirectly, by such person or by one or more other Subsidiaries of 

such person or by such person and one or more Subsidiaries thereof or (ii) any other person in which 

such person, or one or more other Subsidiaries of such person or such person and one or more other 

Subsidiaries thereof, directly or indirectly, has at least a majority ownership and power to direct the 

policies, management and affairs thereof; and

“Voting Rights” means, in respect of any person, the right generally to vote at a general meeting of 

shareholders of such person (irrespective of whether or not, at the time, stock of any other class or 

classes shall have, or might have, voting power by reason of the happening of any contingency).

5 Interest and other Calculations

(a) Interest on Fixed Rate Notes

Each Fixed Rate Note bears interest on its outstanding nominal amount from and including the 

Interest Commencement Date at the rate per annum (expressed as a percentage) equal to the 

Rate of Interest, such interest being payable in arrear on each Interest Payment Date. The 

amount of interest payable shall be determined in accordance with Condition 5(e).

(b) Interest on Floating Rate Notes

(i) Interest Payment Dates: Each Floating Rate Note bears interest on its outstanding 

nominal amount from and including the Interest Commencement Date at the rate per 

annum (expressed as a percentage) equal to the Rate of Interest, such interest being 

payable in arrear on each Interest Payment Date. The amount of interest payable shall 

be determined in accordance with Condition 5(e). Such Interest Payment Date(s) is/are 

either shown hereon as Specified Interest Payment Dates or, if no Specified Interest 

Payment Date(s) is/are shown hereon, Interest Payment Date shall mean each date 

which falls the number of months or other period shown hereon as the Interest Period 

after the preceding Interest Payment Date or, in the case of the first Interest Payment 

Date, after the Interest Commencement Date.
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(ii) Business Day Convention: If any date referred to in these Conditions that is specified 

to be subject to adjustment in accordance with a Business Day Convention would 

otherwise fall on a day that is not a Business Day, then, if the Business Day 

Convention specified is (A) the Floating Rate Business Day Convention, such date 

shall be postponed to the next day that is a Business Day unless it would thereby fall 

into the next calendar month, in which event (x) such date shall be brought forward to 

the immediately preceding Business Day and (y) each subsequent such date shall be 

the last Business Day of the month in which such date would have fallen had it not 

been subject to adjustment, (B) the Following Business Day Convention, such date 

shall be postponed to the next day that is a Business Day, (C) the Modified Following 

Business Day Convention, such date shall be postponed to the next day that is a 

Business Day unless it would thereby fall into the next calendar month, in which event 

such date shall be brought forward to the immediately preceding Business Day or (D) 

the Preceding Business Day Convention, such date shall be brought forward to the 

immediately preceding Business Day.

(iii) Rate of Interest for Floating Rate Notes: The Rate of Interest in respect of Floating 

Rate Notes for each Interest Accrual Period shall be determined in the manner 

specified hereon and the provisions below relating to either ISDA Determination or 

Screen Rate Determination shall apply, depending upon which is specified hereon.

(A) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified hereon as the manner in which the Rate of 

Interest is to be determined, the Rate of Interest for each Interest Accrual Period shall 

be determined by the Calculation Agent as a rate equal to the relevant ISDA Rate. For 

the purposes of this sub- paragraph (A), “ISDA Rate” for an Interest Accrual Period 

means a rate equal to the Floating Rate that would be determined by the Calculation 

Agent under a Swap Transaction under the terms of an agreement incorporating the 

ISDA Definitions and under which:

(x) the Floating Rate Option is as specified hereon;

(y) the Designated Maturity is a period specified hereon; and

(z) the relevant Reset Date is the first day of that Interest Accrual Period unless otherwise 

specified hereon.

For the purposes of this sub-paragraph (A), “Floating Rate”, “Calculation Agent”, 

“Floating Rate Option”, “Designated Maturity”, “Reset Date” and “Swap 

Transaction” have the meanings given to those terms in the ISDA Definitions.

Unless otherwise specified hereon, the Notes will be subject to a Minimum Rate of 

Interest of zero.

(B) Screen Rate Determination for Floating Rate Notes

(x) Where Screen Rate Determination is specified hereon as the manner in which the Rate 

of Interest is to be determined, the Rate of Interest for each Interest Accrual Period 

will, subject as provided below, be either:

(1) the offered quotation; or

(2) the arithmetic mean of the offered quotations,
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(expressed as a percentage rate per annum) for the Reference Rate which appears or 

appear, as the case may be, on the Relevant Screen Page as at either 11.00 a.m. 

(London time in the case of LIBOR or Brussels time in the case of EURIBOR) on the 

Interest Determination Date in question as determined by the Calculation Agent. If five 

or more of such offered quotations are available on the Relevant Screen Page, the 

highest (or, if there is more than one such highest quotation, one only of such 

quotations) and the lowest (or, if there is more than one such lowest quotation, one 

only of such quotations) shall be disregarded by the Calculation Agent for the purpose 

of determining the arithmetic mean of such offered quotations.

(y) if the Relevant Screen Page is not available or, if sub-paragraph (x)(1) applies and no 

such offered quotation appears on the Relevant Screen Page, or, if sub-paragraph (x)(2) 

applies and fewer than three such offered quotations appear on the Relevant Screen 

Page, in each case as at the time specified above, subject as provided below, the 

Calculation Agent shall request, if the Reference Rate is LIBOR, the principal London 

office of each of the Reference Banks or, if the Reference Rate is EURIBOR, the 

principal Euro-zone office of each of the Reference Banks, to provide the Calculation 

Agent with its offered quotation (expressed as a percentage rate per annum) for the 

Reference Rate if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London 

time), or if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels 

time) on the Interest Determination Date in question. If two or more of the Reference 

Banks provide the Calculation Agent with such offered quotations, the Rate of Interest 

for such Interest Accrual Period shall be the arithmetic mean of such offered quotations 

as determined by the Calculation Agent; and (z) if paragraph (y) above applies and the 

Calculation Agent determines that fewer than two Reference Banks are providing 

offered quotations, subject as provided below, the Rate of Interest shall be the 

arithmetic mean of the rates per annum (expressed as a percentage) as communicated 

to (and at the request of) the Calculation Agent by the Reference Banks or any two or 

more of them, at which such banks were offered, if the Reference Rate is LIBOR, at 

approximately 11.00 a.m. (London time) or, if the Reference Rate is EURIBOR, at 

approximately 11.00 a.m. (Brussels time) on the relevant Interest Determination Date, 

deposits in the Specified Currency for a period equal to that which would have been 

used for the Reference Rate by leading banks in, if the Reference Rate is LIBOR, the 

London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone inter-

bank market, as the case may be, or, if fewer than two of the Reference Banks provide 

the Calculation Agent with such offered rates, the offered rate for deposits in the 

Specified Currency for a period equal to that which would have been used for the 

Reference Rate, or the arithmetic mean of the offered rates for deposits in the Specified 

Currency for a period equal to that which would have been used for the Reference 

Rate, at which, if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London 

time) or, if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels 

time), on the relevant Interest Determination Date, any one or more banks (which bank 

or banks is or are in the opinion of the Issuer suitable for such purpose) informs the 

Calculation Agent it is quoting to leading banks in, if the Reference Rate is LIBOR, 

the London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone 

inter-bank market, as the case may be, provided that, if the Rate of Interest cannot be 

determined in accordance with the foregoing provisions of this paragraph, the Rate of 

Interest shall be determined as at the last preceding Interest Determination Date 

(though substituting, where a different Margin or Maximum or Minimum Rate of 
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Interest is to be applied to the relevant Interest Accrual Period from that which applied 

to the last preceding Interest Accrual Period, the Margin or Maximum or Minimum 

Rate of Interest relating to the relevant Interest Accrual Period, in place of the Margin 

or Maximum or Minimum Rate of Interest relating to that last preceding Interest 

Accrual Period).

Unless otherwise specified hereon, the Notes will be subject to a Minimum Rate of 

Interest of zero.

(c) Accrual of Interest 

Interest shall cease to accrue on each Note on the due date for redemption unless, upon due 

presentation, payment is improperly withheld or refused, in which event interest shall continue 

to accrue (both before and after judgment) at the Rate of Interest in the manner provided in this 

Condition 5 to the Relevant Date (as defined in Condition 8).

(d) Margin, Maximum/Minimum Rates of Interest and Redemption Amounts and Rounding

(i) If any Margin is specified hereon (either (x) generally, or (y) in relation to one or more 

Interest Accrual Periods), an adjustment shall be made to all Rates of Interest, in the 

case of (x), or the Rates of Interest for the specified Interest Accrual Periods, in the 

case of (y), calculated in accordance with Condition 5(b) above by adding (if a positive 

number) or subtracting the absolute value (if a negative number) of such Margin 

subject always to the next paragraph;

(ii) If any Maximum or Minimum Rate of Interest or Redemption Amount is specified 

hereon, then any Rate of Interest or Redemption Amount shall be subject to such 

maximum or minimum, as the case may be; or (iii) For the purposes of any 

calculations required pursuant to these Conditions (unless otherwise specified), (x) all 

percentages resulting from such calculations shall be rounded, if necessary, to the 

nearest one hundred-thousandth of a percentage point (with 0.000005 of a percentage 

point being rounded up), (y) all figures shall be rounded to seven significant figures 

(with 0.000005 of a percentage point being rounded up) and (z) all currency amounts 

that fall due and payable shall be rounded to the nearest unit of such currency (with 

half a unit being rounded up), save in the case of yen, which shall be rounded down to 

the nearest yen. For these purposes “unit” means the lowest amount of such currency 

that is available as legal tender in the countries of such currency.

(e) Calculations

The amount of interest payable per Calculation Amount in respect of any Note for any Interest 

Accrual Period shall be equal to the product of the Rate of Interest, the Calculation Amount 

specified hereon, and the Day Count Fraction for such Interest Accrual Period, unless an 

Interest Amount (or a formula for its calculation) is applicable to such Interest Accrual Period, 

in which case the amount of interest payable per Calculation Amount in respect of such Note 

for such Interest Accrual Period shall equal such Interest Amount (or be calculated in 

accordance with such formula). Where any Interest Period comprises two or more Interest 

Accrual Periods, the amount of interest payable per Calculation Amount in respect of such 

Interest Period shall be the sum of the Interest Amounts payable in respect of each of those 

Interest Accrual Periods. In respect of any other period for which interest is required to be 

calculated, the provisions above shall apply save that the Day Count Fraction shall be for the 

period for which interest is required to be calculated.
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(f) Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption 

Amounts, Early Redemption Amounts and Optional Redemption Amounts

The Calculation Agent shall, as soon as practicable on such date as the Calculation Agent may 

be required to calculate any rate or amount, obtain any quotation or make any determination or 

calculation, determine such rate and calculate the Interest Amounts for the relevant Interest 

Accrual Period, calculate the Final Redemption Amount, Early Redemption Amount or 

Optional Redemption Amount, obtain such quotation or make such determination or 

calculation, as the case may be, and cause the Rate of Interest and the Interest Amounts for each 

Interest Accrual Period and the relevant Interest Payment Date and, if required to be calculated, 

the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount to 

be notified to the Fiscal Agent, the Issuer, each of the Paying Agents, the Noteholders, any other 

Calculation Agent appointed in respect of the Notes that is to make a further calculation upon 

receipt of such information and, if the Notes are listed on a stock exchange and the rules of such 

exchange or other relevant authority so require, such exchange or other relevant authority as 

soon as possible after their determination but in no event later than (i) the commencement of the 

relevant Interest Period, if determined prior to such time, in the case of notification to such 

exchange of a Rate of Interest and Interest Amount, or (ii) in all other cases, the fourth Business 

Day after such determination. Where any Interest Payment Date or Interest Period Date is 

subject to adjustment pursuant to Condition 5(b)(ii), the Interest Amounts and the Interest 

Payment Date so published may subsequently be amended (or appropriate alternative 

arrangements made by way of adjustment) without notice in the event of an extension or 

shortening of the Interest Period. If the Notes become due and payable under Condition 10, the 

accrued interest and the Rate of Interest payable in respect of the Notes shall nevertheless 

continue to be calculated as previously in accordance with this Condition but no publication of 

the Rate of Interest or the Interest Amount so calculated need be made. The determination of 

any rate or amount, the obtaining of each quotation and the making of each determination or 

calculation by the Calculation Agent(s) shall (in the absence of manifest error) be final and 

binding upon all parties.

(g) Definitions

In these Conditions, unless the context otherwise requires, the following defined terms shall 

have the meanings set out below:

“Business Day” means:

(i) in the case of a currency other than euro, a day (other than a Saturday or Sunday) on 

which commercial banks and foreign exchange markets settle payments in the 

principal financial centre for such currency; and/or

(ii) in the case of euro, a day on which the TARGET System is operating (a “TARGET 

Business Day”); and/or

(iii) in the case of a currency and/or one or more Business Centres, a day (other than a 

Saturday or a Sunday) on which commercial banks and foreign exchange markets 

settle payments in such currency in the Business Centre(s) or, if no currency is 

indicated, generally in each of the Business Centres;

“Day Count Fraction” means, in respect of the calculation of an amount of interest on any 

Note for any period of time (from and including the first day of such period to but excluding the 
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last) (whether or not constituting an Interest Period or an Interest Accrual Period, the 

“Calculation Period”):

(i) if “Actual/Actual” or “Actual/Actual - ISDA” is specified hereon, the actual number 

of days in the Calculation Period divided by 365 (or, if any portion of that Calculation 

Period falls in a leap year, the sum of (A) the actual number of days in that portion of 

the Calculation Period falling in a leap year divided by 366 and (B) the actual number 

of days in that portion of the Calculation Period falling in a non-leap year divided by 

365);

(ii) if “Actual/365 (Fixed)” is specified hereon, the actual number of days in the 

Calculation Period divided by 365;

(iii) if “Actual/365 (Sterling)” is specified hereon, the actual number of days in the 

Calculation Period divided by 365 or, in the case of an Interest Payment Date falling in 

a leap year, 366;

(iv) if “Actual/360” is specified hereon, the actual number of days in the Calculation 

Period divided by 360;

(v) if “30/360”, “360/360” or “Bond Basis” is specified hereon, the number of days in the 

Calculation Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)

                       360

where:

“Y1” is the year, expressed as a number, in which the first day of the Calculation 

Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the 

last day included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the 

Calculation Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately 

following the last day included in the Calculation Period falls; “D1” is the first 

calendar day, expressed as a number, of the Calculation Period, unless such number 

would be 31, in which case D1 will be 30; and

“D2” is the calendar day, expressed as a number, immediately following the last day 

included in the Calculation Period, unless such number would be 31 and D1 is greater 

than 29, in which case D2 will be 30;

(vi) if “30E/360” or “Eurobond Basis” is specified hereon, the number of days in the 

Calculation Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)

       360

where:
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“Y1” is the year, expressed as a number, in which the first day of the Calculation 

Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the 

last day included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the 

Calculation Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately 

following the last day included in the Calculation Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless 

such number would be 31, in which case D1 will be 30; and

“D2” is the calendar day, expressed as a number, immediately following the last day 

included in the Calculation Period, unless such number would be 31, in which case D2 

will be 30;

(vii) if “30E/360 (ISDA)” is specified hereon, the number of days in the Calculation Period 

divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)

     360

where:

“Y1” is the year, expressed as a number, in which the first day of the Calculation 

Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the 

last day included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the 

Calculation Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately 

following the last day included in the Calculation Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless 

(i) that day is the last day of February or (ii) such number would be 31, in which case 

D1 will be 30; and “D2” is the calendar day, expressed as a number, immediately 

following the last day included in the Calculation Period, unless (i) that day is the last 

day of February but not the Maturity Date or (ii) such number would be 31, in which 

case D2 will be 30;

(viii) if “Actual/Actual-ICMA” is specified hereon, if the Calculation Period is equal to or 

shorter than the Determination Period during which it falls, the number of days in the 

Calculation Period divided by the product of (x) the number of days in such 

Determination Period and (y) the number of Determination Periods normally ending in 

any year; and if the Calculation Period is longer than one Determination Period, the 

sum of:

(x) the number of days in such Calculation Period falling in the Determination Period 

in which it begins divided by the product of (1) the number of days in such 
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Determination Period and (2) the number of Determination Periods normally 

ending in any year; and

(y) the number of days in such Calculation Period falling in the next Determination 

Period divided by the product of (1) the number of days in such Determination 

Period and (2) the number of Determination Periods normally ending in any year;

where:

“Determination Period” means the period from and including a Determination 

Date in any year to but excluding the next Determination Date; and

“Determination Date” means the date(s) specified as such hereon or, if none is 

so specified, the Interest Payment Date(s);

“Euro-zone” means the region comprised of member states of the European Union that adopt 

the single currency in accordance with the Treaty establishing the European Community, as 

amended;

“Interest Accrual Period” means the period beginning on and including the Interest 

Commencement Date and ending on but excluding the first Interest Period Date and each 

successive period beginning on and including an Interest Period Date and ending on but 

excluding the next succeeding Interest Period Date;

“Interest Amount” means:

(i) in respect of an Interest Accrual Period, the amount of interest payable per Calculation 

Amount for that Interest Accrual Period and which, in the case of Fixed Rate Notes, 

and unless otherwise specified hereon, shall mean the Fixed Coupon Amount or 

Broken Amount specified hereon as being payable on the Interest Payment Date 

ending the Interest Period of which such Interest Accrual Period forms part; and

(ii) in respect of any other period, the amount of interest payable per Calculation Amount 

for that period;

“Interest Commencement Date” means the Issue Date or such other date as may be specified 

hereon;

“Interest Determination Date” means, with respect to a Rate of Interest and InterestAccrual 

Period, the date specified as such hereon or, if none is so specified, (i) the first day of such 

Interest Accrual Period if the Specified Currency is Sterling or (ii) the day falling two Business 

Days in London for the Specified Currency prior to the first day of such Interest Accrual Period 

if the Specified Currency is neither Sterling nor euro or (iii) the day falling two TARGET 

Business Days prior to the first day of such Interest Accrual Period if the Specified Currency is 

euro;

“Interest Period” means the period beginning on and including the Interest Commencement 

Date and ending on but excluding the first Interest Payment Date and each successive period 

beginning on and including an Interest Payment Date and ending on but excluding the next 

succeeding Interest Payment Date;

“Interest Period Date” means each Interest Payment Date unless otherwise specified hereon;

“ISDA Definitions” means the 2006 ISDA Definitions, as published by the International Swaps 

and Derivatives Association, Inc., unless otherwise specified hereon;
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“Rate of Interest” means the rate of interest payable from time to time in respect of this Note 

and that is either specified or calculated in accordance with the provisions hereon;

“Reference Banks” means, in the case of a determination of LIBOR, the principal London 

office of four major banks in the London inter-bank market and, in the case of a determination 

of EURIBOR, the principal Euro-zone office of four major banks in the Euro-zone inter-bank 

market, in each case selected by the Calculation Agent;

“Reference Rate” means the rate specified as such hereon;

“Relevant Screen Page” means such page, section, caption, column or other part of a particular 

information service as may be specified hereon;

“Specified Currency” means the currency specified as such hereon or, if none is specified, the 

currency in which the Notes are denominated; and

“TARGET System” means the Trans-European Automated Real-Time Gross Settlement 

Express Transfer (known as TARGET2) System which was launched on 19 November 2007 or 

any successor thereto.

(h) Change of Interest Basis

If Change of Interest Basis is specified in the relevant final Terms as being applicable, the Final 

Terms will indicate the relevant Interest Periods to which the Fixed Rate Note provisions, 

and/or Floating Rate Note Provisions shall apply.

(i) Calculation Agent

The Issuer shall procure that there shall at all times be one or more Calculation Agents if 

provision is made for them hereon and for so long as any Note is outstanding. Where more than 

one Calculation Agent is appointed in respect of the Notes, references in these Conditions to the 

Calculation Agent shall be construed as each Calculation Agent performing its respective duties 

under the Conditions. If the Calculation Agent is unable or unwilling to act as such or if the 

Calculation Agent fails duly to establish the Rate of Interest for an Interest Accrual Period or to 

calculate any Interest Amount, Final Redemption Amount, Early Redemption Amount or 

Optional Redemption Amount, as the case may be, or to comply with any other requirement, the 

Issuer shall appoint a leading bank or financial institution engaged in the interbank market (or, 

if appropriate, money, swap or over-the-counter index options market) that is most closely 

connected with the calculation or determination to be made by the Calculation Agent (acting 

through its principal London office or any other office actively involved in such market) to act 

as such in its place. The Calculation Agent may not resign its duties without a successor having 

been appointed as aforesaid.

6 Redemption, Purchase and Options

(a) Final Redemption

Unless previously redeemed, purchased and cancelled as provided below, each Note shall be 

finally redeemed on the Maturity Date specified hereon at its Final Redemption Amount.

(b) Early Redemption

The Early Redemption Amount payable in respect of any Note, upon redemption of such Note 

pursuant to Condition 6(c), Condition 6(d) or Condition 6(e) or upon it becoming due and 
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payable as provided in Condition 10, shall be the Final Redemption Amount unless otherwise 

specified hereon.

(c) Redemption for Taxation Reasons

The Notes may be redeemed at the option of the Issuer in whole, but not in part, on any Interest 

Payment Date (if this Note is a Floating Rate Note) or, at any time, (if this Note is not a 

Floating Rate Note), on giving not less than 30 nor more than 60 days’ notice to the 

Noteholders (which notice shall be irrevocable), at their Early Redemption Amount (as 

described in Condition 6(b) above) (together with interest accrued to the date fixed for 

redemption), if (i) the Issuer has or will become obliged to pay additional amounts as provided 

or referred to in Condition 8 as a result of any change in, or amendment to, the laws or 

regulations of Spain or, in each case, any political subdivision or any authority thereof or 

therein having power to tax, or any change in the application or official interpretation of such 

laws or regulations, which change or amendment becomes effective on or after the date on 

which agreement is reached to issue the first Tranche of the Notes, and (ii) such obligation 

cannot be avoided by the Issuer taking reasonable measures available to it, provided that no 

such notice of redemption shall be given earlier than 90 days prior to the earliest date on which 

the Issuer would be obliged to pay such additional amounts were a payment in respect of the 

Notes then due. Prior to the publication of any notice of redemption pursuant to this Condition 

6(c), the Issuer shall deliver to the Fiscal Agent a certificate signed by an authorised officer of 

the Issuer stating that the Issuer is entitled to effect such redemption and setting forth a 

statement of facts showing that the conditions precedent to the right of the Issuer so to redeem 

have occurred, and an opinion of independent legal advisers of recognised standing to the effect 

that the Issuer has or will become obliged to pay such additional amounts as a result of such 

change or amendment.

(d) Redemption at the Option of the Issuer

If Call Option is specified hereon, the Issuer may, on giving not less than 15 nor more than 30 

days’ irrevocable notice to the Noteholders (or such other notice period as may be specified 

hereon) redeem, all or, if so provided, some, of the Notes on any Optional Redemption Date. 

Any such redemption of Notes shall be at their Optional Redemption Amount specified hereon 

(which may be the Early Redemption Amount (as defined in Condition 6(b) above)) together 

with interest accrued to the date fixed for redemption. Any such redemption or exercise must 

relate to Notes of a nominal amount at least equal to the Minimum Redemption Amount to be 

redeemed specified hereon and no greater than the Maximum Redemption Amount to be 

redeemed specified hereon.

All Notes in respect of which any such notice is given shall be redeemed on the date specified 

in such notice in accordance with this Condition.

In the case of a partial redemption the notice to Noteholders shall also contain the certificate 

numbers of the Notes to be redeemed, which shall have been drawn in such place and in such 

manner as may be fair and reasonable in the circumstances, taking account of prevailing market 

practices, subject to compliance with any applicable laws and stock exchange or other relevant 

authority requirements.

(e) Redemption at the Option of Noteholders

If Put Option is specified hereon, the Issuer shall, at the option of the holder of any such Note, 

upon the holder of such Note giving not less than 15 nor more than 30 days’ notice to the Issuer 
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(or such other notice period as may be specified hereon) redeem such Note on the Optional 

Redemption Date(s) at its Optional Redemption Amount (which may be the Early Redemption 

Amount (as defined in Condition 6(b) above)) together with interest accrued to the date fixed 

for redemption.

To exercise such option the holder must deposit such Note (together with all unmatured 

Coupons and unexchanged Talons) with any Paying Agent, together with a duly completed 

option exercise notice (“Exercise Notice”) in the form obtainable from any Paying Agent

within the notice period. No Note so deposited and option exercised may be withdrawn (except 

as provided in the Agency Agreement) without the prior consent of the Issuer.

(f) Purchases

The Issuer and any of its Subsidiaries (as defined in Condition 4) may at any time purchase 

Notes (provided that all unmatured Coupons and unexchanged Talons relating thereto are 

attached thereto or surrendered therewith) in the open market or otherwise at any price.

(g) Cancellation

All Notes purchased by or on behalf of the Issuer or any of its Subsidiaries may be surrendered 

for cancellation by surrendering each such Note together with all unmatured Coupons and all 

unexchanged Talons to the Fiscal Agent and, if so surrendered, shall, together with all Notes 

redeemed by the Issuer, be cancelled forthwith (together with all unmatured Coupons and 

unexchanged Talons attached thereto or surrendered therewith). Any Notes so surrendered for 

cancellation may not be reissued or resold and the obligations of the Issuer in respect of any 

such Notes shall be discharged.

7 Payments and Talons

(a) Method of Payment

Payments of principal and interest in respect of Notes shall, subject as mentioned below, be 

made against presentation and surrender of the relevant Notes (in the case of all payments of 

principal and, in the case of interest, as specified in Condition 7(e)(v)) or Coupons (in the case 

of interest, save as specified in Condition 7(e)(v)), as the case may be, at the specified office of 

any Paying Agent outside the United States by a cheque payable in the relevant currency drawn 

on, or, at the option of the holder, by transfer to an account denominated in such currency with, 

a Bank. “Bank” means a bank in the principal financial centre for such currency or, in the case 

of euro, in a city in which banks have access to the TARGET System.

(b) Payments in the United States

Notwithstanding the foregoing, if any Notes are denominated in U.S. dollars, payments in 

respect thereof may be made at the specified office of any Paying Agent in New York City in 

the same manner as aforesaid if (i) the Issuer shall have appointed Paying Agents with specified 

offices outside the United States with the reasonable expectation that such Paying Agents would 

be able to make payment of the amounts on the Notes in the manner provided above when due, 

(ii) payment in full of such amounts at all such offices is illegal or effectively precluded by 

exchange controls or other similar restrictions on payment or receipt of such amounts and (iii) 

such payment is then permitted by United States law, without involving, in the opinion of the 

Issuer, any adverse tax consequence to the Issuer.
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(c) Payments Subject to Laws

All payments are subject in all cases to any applicable fiscal or other laws, regulations and 

directives in the place of payment, but without prejudice to the provisions of Condition 8. No 

commission or expenses shall be charged to the Noteholders or Couponholders in respect of 

such payments.

(d) Appointment of Agents

The Fiscal Agent, the Paying Agents and the Calculation Agent initially appointed and their 

respective specified offices are listed below. The Fiscal Agent, the Paying Agents and the 

Calculation Agent(s) act solely as agents of the Issuer and do not assume any obligation or 

relationship of agency or trust for or with any Noteholder or Couponholder. The Issuer reserves

the right at any time to vary or terminate the appointment of the Fiscal Agent, any other Paying 

Agent or the Calculation Agent(s) and to appoint additional or other Paying Agents, provided 

that the Issuer shall at all times maintain (i) a Fiscal Agent, (ii) one or more Calculation 

Agent(s) where the Conditions so require, (iii) Paying Agents having specified offices in at least 

two major European cities; and (iv) such other agents as may be required by any other stock 

exchange on which the Notes may be listed.

In addition, the Issuer shall forthwith appoint a Paying Agent in New York City in respect of 

any Notes denominated in U.S. dollars in the circumstances described in paragraph (b) above.

Notice of any such change or any change of any specified office shall promptly be given to the 

Noteholders.

(e) Unmatured Coupons and unexchanged Talons

(i) Upon the due date for redemption of Notes which comprise Fixed Rate Notes, those 

Notes should be surrendered for payment together with all unmatured Coupons (if any) 

relating thereto, failing which an amount equal to the face value of each missing 

unmatured Coupon (or, in the case of payment not being made in full, that proportion 

of the amount of such missing unmatured Coupon that the sum of principal so paid 

bears to the total principal due) shall be deducted from the Final Redemption Amount, 

Early Redemption Amount or Optional Redemption Amount, as the case may be, due 

for payment. Any amount so deducted shall be paid in the manner mentioned above 

against surrender of such missing Coupon within a period of 10 years from the 

Relevant Date for the payment of such principal (whether or not such Coupon has 

become void pursuant to Condition 9).

(ii) Upon the due date for redemption of any Note comprising a Floating Rate Note, 

unmatured Coupons relating to such Note (whether or not attached) shall become void 

and no payment shall be made in respect of them.

(iii) Upon the due date for redemption of any Note, any unexchanged Talon relating to such 

Note (whether or not attached) shall become void and no Coupon shall be delivered in 

respect of such Talon.

(iv) Where any Note that provides that the relative unmatured Coupons are to become void 

upon the due date for redemption of those Notes is presented for redemption without 

all unmatured Coupons, and where any Note is presented for redemption without any 

unexchanged Talon relating to it, redemption shall be made only against the provision 

of such indemnity as the Issuer may require.



43

(v) If the due date for redemption of any Note is not a due date for payment of interest, 

interest accrued from the preceding due date for payment of interest or the Interest 

Commencement Date, as the case may be, shall only be payable against presentation 

(and surrender if appropriate) of the relevant Note representing it, as the case may be. 

Interest accrued on a Note that only bears interest after its Maturity Date shall be 

payable on redemption of such Note against presentation of the relevant Note 

representing it, as the case may be.

(f) Talons

On or after the Interest Payment Date for the final Coupon forming part of a Coupon sheet 

issued in respect of any Note, the Talon forming part of such Coupon sheet may be surrendered 

at the specified office of the Fiscal Agent in exchange for a further Coupon sheet (and if 

necessary another Talon for a further Coupon sheet) (but excluding any Coupons that may have 

become void pursuant to Condition 9).

(g) Non-Business Days

If any date for payment in respect of any Note or Coupon is not a business day, the holder shall 

not be entitled to payment until the next following business day nor to any interest or other sum 

in respect of such postponed payment. In this paragraph, “business day” means a day (other 

than a Saturday or a Sunday) on which banks and foreign exchange markets are open for 

business in the relevant place of presentation, in such jurisdictions as shall be specified as 

“Financial Centres” hereon and:

(i) (in the case of a payment in a currency other than euro) where payment is to be made 

by transfer to an account maintained with a bank in the relevant currency, on which 

foreign exchange transactions may be carried on in the relevant currency in the 

principal financial centre of the country of such currency; or

(ii) (in the case of a payment in euro) which is a TARGET Business Day.

8 Taxation

All payments of principal and interest by or on behalf of the Issuer in respect of the Notes and the 

Coupons shall be made free and clear of, and without withholding or deduction for, any taxes, duties, 

assessments or governmental charges of whatever nature imposed, levied, collected, withheld or 

assessed by or within Spain or any authority therein or thereof having power to tax, unless such 

withholding or deduction is required by law. In that event, the Issuer shall pay such additional amounts 

as shall result in receipt by the Noteholders and the Couponholders of such amounts as would have 

been received by them had no such withholding or deduction been required, except that no such 

additional amounts shall be payable with respect to any Note or Coupon:

(A) to, or to a third party on behalf of, a holder who is liable to such taxes, duties, assessments or 

governmental charges in respect of such Note or Coupon by reason of his having some 

connection with Spain other than the mere holding of the Note or Coupon;

(B) presented for payment more than 30 days after the Relevant Date except to the extent that the 

holder of such Note or Coupon would have been entitled to such additional amounts on 

presenting it for payment on the expiry of such period of 30 days;

(C) to, or to a third party on behalf of, a holder if the Issuer does not receive any relevant 

information as may be required by Spanish tax law, regulation or binding ruling or in case the 
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current information procedures are modified, amended or supplemented by any Spanish law, 

regulation or a binding ruling;

(D) to, or to a third party on behalf of, a Spanish resident legal entity subject to Spanish Corporate 

Income Tax, if the Spanish tax authorities determine that the Notes do not comply with the 

exemption requirements specified in the General Directorate for Taxation’s ruling of 27 July 

2004 and require a withholding to be made;

(E) to, or to a third party on behalf of, a holder who would have been able to avoid such 

deduction or withholding by presenting a certificate of tax residence and /or such other 

document evidencing its tax residence required by the competent authorities; or

(F) where such withholding or deduction is required pursuant to an agreement described in 

Section 1471(b) of the U.S. Internal Revenue Code of 1986, as amended (the “Code”) or 

otherwise imposed pursuant to Section 1471 through 1474 of the Code (including any 

regulations or official interpretations issued, agreements (including, without limitation, 

intergovernmental agreements) entered into or non-U.S. laws enacted with respect thereto).

As used in these Conditions, “Relevant Date” in respect of any Note or Coupon means the date on 

which payment in respect of it first becomes due or (if any amount of the money payable is improperly 

withheld or refused) the date on which payment in full of the amount outstanding is made or (if earlier) 

the date seven days after that on which notice is duly given to the Noteholders that, upon further 

presentation of the Note or Coupon being made in accordance with the Conditions, such payment will 

be made, provided that payment is in fact made upon such presentation. References in these 

Conditions to (i) “principal” shall be deemed to include any premium payable in respect of the Notes, 

Final Redemption Amounts, Early Redemption Amounts, Optional Redemption Amounts, Amortised 

Face Amounts and all other amounts in the nature of principal payable pursuant to Condition 6 or any 

amendment or supplement to it, (ii) “interest” shall be deemed to include all Interest Amounts and all 

other amounts payable pursuant to Condition 5 or any amendment or supplement to it and (iii) 

“principal” and/or “interest” shall be deemed to include any additional amounts that may be payable 

under this Condition.

9 Prescription

Claims against the Issuer for payment in respect of the Notes and Coupons (which for this purpose 

shall not include Talons) shall be prescribed and become void unless made within 10 years (in the case 

of principal) or five years (in the case of interest) from the appropriate Relevant Date in respect of 

them.

10 Events of Default

If any of the events listed in paragraphs (A) to (H) of this Condition 10 (each, an “Event of Default”) 

occurs, the holder of any Note of the relevant Series may, by written notice to the Issuer at the 

specified office of the Fiscal Agent, declare any Note held by it to be forthwith due and payable 

whereupon the same shall become immediately due and repayable at their principal amount together 

with accrued interest as provided in these Conditions, without further formality.

(A) There is default for more than 15 days in the payment of any interest due in respect of the 

Notes or if there is default for more than 7 days in the payment of any principal due in respect 

of the Notes.

(B) There is default in the performance or observance by the Issuer of any obligation or provision 

under the Notes (other than any obligation for the payment of any principal or interest in 
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respect of the Notes) which continues for more than 45 days after written notice thereof shall 

have been given to the Issuer by any Noteholder.

(C) As a result of default by the Issuer (other than a default arising due to compliance by the 

Issuer with any applicable law or directive or with any requirement, whether having the force 

of law or not, of any government or regulatory authority to which the Issuer is subject:

(i) the Issuer becomes bound to repay prematurely any of its indebtedness for borrowed 

moneys and steps are taken to obtain repayment thereof; and/or

(ii) any such indebtedness for borrowed moneys of the Issuer or any guarantee or 

indemnity of the Issuer of any indebtedness for borrowed moneys of any person is not, 

when due, called or demanded, repaid or paid by the latest of its due date, the expiry of 

any applicable grace period and (if payment is prevented by any applicable law) 15 

days after the first date on which payment is permitted,

provided that no such events or circumstances shall constitute an Event of Default under this 

Condition 10 (C), unless such indebtedness, guarantee or indemnity to which (i) and/or (ii) 

above applies, either alone or in aggregate, amounts to an outstanding aggregate principal 

amount which equals or exceeds €100,000,000 or its equivalent in any other currency or 

currencies.

(D) A resolution is passed, or a final order of a court in the Kingdom of Spain is made, or an order 

of a court of competent jurisdiction outside the Kingdom of Spain is made and, where 

possible, not discharged or stayed within a period of 60 days, that the Issuer be wound up or 

dissolved, otherwise than pursuant to any corporate restructuring transactions completed by 

the Issuer pursuant to Law 3/2009, of April 3, 2009, on structural changes, the terms of which 

have previously been approved by a resolution of the Syndicate of Noteholders.

(E) An encumbrancer takes possession or a receiver, administrative receiver, administrator 

manager, judicial manager or other similar person is appointed over the whole or a substantial 

part of the assets or undertaking of the Issuer or an administration order is made in relation to 

the Issuer and such taking of possession, appointment or order is not released, discharged or 

cancelled within 60 days thereof.

(F) A distress, execution or seizure before judgment is levied or enforced upon or sued out 

against a substantial part of the assets or undertaking of the Issuer and is not discharged, 

dismissed or stayed within 60 days thereof.

(G) The Issuer (otherwise than pursuant to any corporate restructuring transactions completed by 

the Issuer pursuant to Law 3/2009, of April 3, 2009, on structural changes, the terms of which 

have previously been approved by a resolution of the Syndicate of Noteholders) ceases or 

threatens to cease to carry on all or substantially all of its business.

(H) The Issuer makes an assignment for the benefit of creditors generally or is unable or admits in 

writing its inability to pay its debts generally as they become due or takes corporate action in 

furtherance of any such action or stops payment to creditors generally.

11 Meetings of Noteholders and Modifications

(a) Meeting of Noteholders

(i) The Agency Agreement contains provisions for convening meetings of Noteholders to 

consider any matter affecting their interests, including the sanctioning by 
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Extraordinary Resolution (as defined in the Agency Agreement) of a modification of 

any of these Conditions and the Deed of Covenant insofar as the same may apply to 

such Notes. 

(ii) Such a meeting may be convened by Noteholders holding not less than 10 per cent. in 

nominal amount of the Notes for the time being outstanding.

(iii) The quorum for any meeting convened to consider an Extraordinary Resolution shall 

be one or more persons holding or representing a clear majority in nominal amount of 

the Notes for the time being outstanding, or at any adjourned meeting one or more 

persons being or representing Noteholders whatever the nominal amount of the Notes 

held or represented, unless the business of such meeting includes consideration of 

proposals, inter alia, (i) to amend the dates of maturity or redemption of the Notes or 

any date for payment of interest or Interest Amounts on the Notes, (ii) to reduce or 

cancel the nominal amount of, or any premium payable on redemption of, the Notes, 

(iii) to reduce the rate or rates of interest in respect of the Notes or to vary the method 

or basis of calculating the rate or rates or amount of interest or the basis for calculating 

any Interest Amount in respect of the Notes, (iv) if a Minimum and/or a Maximum 

Rate of Interest or Redemption Amount is shown hereon, to reduce any such Minimum 

and/or Maximum, (v) to vary any method of, or basis for, calculating the Final 

Redemption Amount, the Early Redemption Amount or the Optional Redemption 

Amount, (vi) to vary the currency or currencies of payment or denomination of the 

Notes, (vii) to modify the provisions concerning the quorum required at any meeting of 

Noteholders or the majority required to pass the Extraordinary Resolution, (viii) to 

approve the substitution of any entity for the Issuer (or any previous substitute) as

principal debtor under the Notes, (ix) to sanction the exchange or substitution for the 

Notes of, or the conversion of the Notes into, shares, bonds or other obligations or 

securities of the Issuer or any other entity, (x) to amend the Deed of Covenant, or (xi) 

to amend the terms of this provision, in which case the necessary quorum shall be one 

or more persons holding or representing not less than 75 per cent. or at any adjourned 

meeting not less than 25 per cent. in nominal amount of the Notes for the time being 

outstanding. 

(iv) The Agency Agreement provides that (i) a resolution passed at a meeting duly 

convened and held in accordance with the Agency Agreement by a majority consisting 

of not less than 75 per cent. of the votes cast on such resolution, (ii) a resolution in 

writing signed by or on behalf of the holder(s) of not less than 75 per cent. in nominal 

amount of the Notes for the time being outstanding or (iii) consent given by way of 

electronic consents through the relevant clearing system(s) (in a form satisfactory to 

the Fiscal Agent) by or on behalf of the holders of not less than 75 per cent. in nominal 

amount of the Notes for the time being outstanding, shall, in each case, be effective as 

an Extraordinary Resolution of the Noteholders.

Any Extraordinary Resolution duly passed shall be binding on Noteholders (whether or not they 

were present at the meeting at which such resolution was passed) and on all Couponholders.

(b) Modification of Agency Agreement

The Issuer shall only permit any modification of, or any waiver or authorisation of any breach 

or proposed breach of or any failure to comply with, the Agency Agreement, if to do so could 

not reasonably be expected to be prejudicial to the interests of the Noteholders.
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(c) Notification to the Noteholders

Any modification, waiver or authorisation in accordance with this Condition 11 shall be binding 

on the Noteholders and the Couponholders and shall be notified by the Issuer to the 

Noteholders as soon as practicable thereafter in accordance with Condition 14.

12 Replacement of Notes, Coupons and Talons

Should any Note, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may be replaced, 

subject to applicable laws, regulations and stock exchange or other relevant authority regulations, at 

the specified office of the Fiscal Agent upon payment by the claimant of the fees and costs incurred in 

connection therewith and on such terms as to evidence, security and indemnity (which may provide, 

inter alia, that if the allegedly lost, stolen or destroyed Note, Coupon or Talon is subsequently 

presented for payment or, as the case may be, for exchange for further Coupons, there shall be paid to 

the Issuer on demand the amount payable by the Issuer in respect of such Notes, Coupons or further 

Coupons) and otherwise as the Issuer or the Fiscal Agent may require. Mutilated or defaced Notes, 

Coupons or Talons must be surrendered before replacements will be issued.

13 Further Issues

The Issuer may from time to time without the consent of the Noteholders or Couponholders create and 

issue further notes having the same terms and conditions as the Notes (in all respects except for the 

first payment of interest thereon and the date on which interest starts to accrue) and so that the same 

shall be consolidated and form a single series with such Notes, and references in these Conditions to 

“Notes” shall be construed accordingly.

14 Notices

Notices to the holders of Notes shall be valid if published in a daily newspaper of general circulation in 

London (which is expected to be the Financial Times). The Issuer shall also ensure that all notices are 

duly published in a manner which complies with the rules and regulations of any stock exchange, 

multi-lateral trading facility or other relevant authority on which the Notes are for the time being listed 

and/or admitted to trading and, for so long as the Notes are admitted to trading in the regulated market 

of the Irish Stock Exchange, in accordance with its rules and regulations. 

Any such notice shall be deemed to have been given on the date of such publication or, if published 

more than once, on the first date on which publication is made. If publication as provided above is not 

practicable, notice will be given in such other manner, and shall be deemed to have been given on such 

date, as the Fiscal Agent may approve.

Couponholders shall be deemed for all purposes to have notice of the contents of any notice given to 

the Noteholders.

Notwithstanding the above, for so long as all the Notes are represented by a Global Note and the 

Global Note is held on behalf of Euroclear and/or Clearstream, Luxembourg, notices to Noteholders 

may be given by delivery of the relevant notice to Euroclear or Clearstream, Luxembourg and such 

notices shall be deemed to have been given to Noteholders on the day of delivery to Euroclear and/or 

Clearstream, Luxembourg.

15 Currency Indemnity

Any amount received or recovered in a currency other than the currency in which payment under the 

relevant Note or Coupon is due (whether as a result of, or of the enforcement of, a judgment or order 

of a court of any jurisdiction, in the insolvency, winding-up or dissolution of the Issuer or otherwise) 
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by any Noteholder or Couponholder in respect of any sum expressed to be due to it from the Issuer 

shall only constitute a discharge to the Issuer to the extent of the amount in the currency of payment

under the relevant Note or Coupon that the recipient is able to purchase with the amount so received or 

recovered in that other currency on the date of that receipt or recovery (or, if it is not practicable to 

make that purchase on that date, on the first date on which it is practicable to do so). If the amount 

received or recovered is less than the amount expressed to be due to the recipient under any Note or 

Coupon, the Issuer shall indemnify it against any loss sustained by it as a result. In any event, the 

Issuer shall indemnify the recipient against the cost of making any such purchase. For the purposes of 

this Condition, it shall be sufficient for the Noteholder or Couponholder, as the case may be, to 

demonstrate that it would have suffered a loss had an actual purchase been made. These indemnities 

constitute a separate and independent obligation from the Issuer’s other obligations, shall give rise to a 

separate and independent cause of action, shall apply irrespective of any indulgence granted by any 

Noteholder or Couponholder and shall continue in full force and effect despite any other judgment, 

order, claim or proof for a liquidated amount in respect of any sum due under any Note or Coupon or 

any other judgment or order.

16 Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes under the Contracts 

(Rights of Third Parties) Act 1999.

17 Governing Law and Jurisdiction

(a) Governing Law:

Save as described below, the Agency Agreement, the Deed of Covenant and the Notes, the 

Coupons and the Talons and any non-contractual obligations arising out of or in connection 

with them are governed by, and shall be construed in accordance with, English law. Condition 3

is governed by, and shall be construed in accordance with, Spanish law.

(b) Jurisdiction:

The Courts of England are to have jurisdiction to settle any disputes that may arise out of or in 

connection with any Notes, Coupons or Talons and accordingly any legal action or proceedings 

arising out of or in connection with any Notes, Coupons or Talons (“Proceedings”) may be 

brought in such courts. The Issuer irrevocably submits to the jurisdiction of the courts of 

England and waives any objection to Proceedings in such courts on the ground of venue or on 

the ground that the Proceedings have been brought in an inconvenient forum. This submission

is made for the benefit of each of the holders of the Notes, Coupons and Talons and shall not 

affect the right of any of them to take Proceedings in any other court of competent jurisdiction 

nor shall the taking of Proceedings in one or more jurisdictions preclude the taking of 

Proceedings in any other jurisdiction (whether concurrently or not).

(c) Service of Process:

The Issuer agrees that the documents which start any Proceedings and any other documents 

required to be served in relation to those Proceedings may be served on it by being delivered to 

Iberia House 10 Hammersmith Broadway, Hammersmith, London, W6 7AL, or to such other 

person with an address in England or Wales and/or at such other address in England or Wales as 

the Issuer may specify by notice in writing to the Noteholders. Nothing shall affect the right to 

serve process in any other manner permitted by law. 
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FORM OF FINAL TERMS

Set out below is the form of Final Terms which will be completed for each Tranche of Notes issued under the 

Programme.

Final Terms dated []

IBERIA, LÍNEAS AÉREAS DE ESPAÑA, S.A. OPERADORA

(incorporated with limited liability

under the laws of the Kingdom of Spain)

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

Under the €450,0000,000

Euro Medium Term Note Programme

PART A – CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the 

Base Prospectus dated 19 May 2016 [and the supplement(s) to it dated []] [which [together] constitute[s] a 

base prospectus for the purposes of Directive 2003/71/EC, as amended (the “Prospectus Directive”)]1. This 

document constitutes the Final Terms of the Notes described herein [for the purposes of Article 5.4 of the 

Prospectus Directive]1 and must be read in conjunction with the Base Prospectus.  Full information on the 

Issuer and the offer of the Notes is only available on the basis of the combination of these Final Terms and 

the Base Prospectus. The Base Prospectus [and the Base Prospectus Supplement] have been published on the 

website of the Central Bank of Ireland (www.centralbank.ie).

(The following alternative language applies if the first tranche of an issue which is being increased was

issued under a base prospectus with an earlier date).

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the 

“Conditions”) set forth in the base prospectus dated 20 May 2015. This document constitutes the Final Terms 

of the Notes described herein for the purposes of Article 5.4 of Directive 2003/71/EC, as amended (the 

“Prospectus Directive”) and must be read in conjunction with the Base Prospectus dated 19 May 2016 [and 

the Prospectus supplement dated []], which [together] constitute[s] a base prospectus for the purposes of the 

Prospectus Directive, save in respect of the Conditions which are extracted from the base prospectus dated 20 

May 2015 and incorporated by reference into the Base Prospectus dated 19 May 2016.  Full information on 

the Issuer, and the offer of the Notes is only available on the basis of the combination of these Final Terms, 

the Conditions and the Base Prospectus dated 19 May 2016 [and the Prospectuses supplements dated [] and 

[]]. The Prospectus [ and/,] the Final Terms, the Conditions [and the Prospectuses supplements] [have] been 

published on the website of the Irish Stock Exchange at www.ise.ie.

[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering 

should remain as set out below, even if “Not Applicable” is indicated for individual paragraphs (in which 

                                                          
1 When drafting Final Terms in relation to an issue of Notes to be listed on a non-regulated market, Prospectus Directive references should be 

removed
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case the sub-paragraphs of the paragraphs which are not applicable can be deleted). Italics denote 

directions for completing the Final Terms.]

1. (i) Issuer: Iberia, Líneas Aéreas de España, S.A. Operadora

2. (i) Series Number: []

(ii) Tranche Number: []

(iii) Date on which the Notes become 

fungible:

[Not Applicable]/[The Notes shall be consolidated, form 

a single series and be interchangeable for trading 

purposes with the [insert description of the Series] on 

[insert date]/[the Issue Date]/[exchange of the Temporary 

Global Note for interests in the Permanent Global Note, 

as referred to in paragraph 20 below [which is expected 

to occur on or about [insert date]]]]

(If fungible with an existing Series, details of that Series, 

including the date on which the Notes become fungible)

3. Specified Currency or Currencies: []

4. Aggregate Nominal Amount: []

(i) Series: []

(ii) Tranche: []

5. Issue Price: [] per cent. of the Aggregate Nominal Amount [plus

accrued interest from [insert date] (if applicable)]

6. (i) Specified Denomination: []

(N.B. – where multiple denominations above [€100,000] 

or equivalent are being used the following sample 

wording should be followed:

"[€100,000] and integral multiples of [€1,000] in excess 

thereof up to and including [€199,000]. No Notes in 

definitive form will be issued with a denomination above 

[€199,000].")

(ii) Calculation Amount []

7. (i) Issue Date: []

(ii) Interest Commencement Date: [Specify]/[Issue Date]/[Not Applicable]

8. Maturity Date: [Fixed rate – specify date]/[Floating rate – [Interest 

Payment Date falling in or nearest to [specify month and 

year]]

9. Interest Basis: [[] per cent. Fixed Rate (see paragraph 14 below)] 

[[] month [LIBOR]/[EURIBOR] +/- [] per cent. 

Floating Rate (see paragraph 15 below)]
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(further particulars specified below)

10. Redemption/Payment Basis: Subject to any purchase and cancellation or early 

redemption, the Notes will be redeemed on the Maturity 

Date at [[insert figure]/[100]] per cent. of their nominal 

amount

11. Change of Interest Basis: [From the period from (and including) the Interest 

Commencement Date, up to (but excluding) [date], 

paragraph [14]/[15] applies, and from the period from 

(and including) [date], up to (and including) the Maturity 

Date, paragraph [14]/[15] applies]/[Not Applicable]]

12. Put/Call Options: [Put Option]

[Call Option]

[Not Applicable]

13. Date Board approval for issuance of 

Notes:

[] [and [], respectively]]

(N.B. Only relevant where board of directors approval is 

required for the particular tranche of Notes related)

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14. Fixed Rate Note Provisions [Applicable]/[Not Applicable]

(If not applicable, delete the remaining sub-paragraphs 

of this paragraph)

(i) Rate(s) of Interest: [] per cent. per annum payable in arrear on each Interest 

Payment Date

(ii) Interest Payment Date(s): [[] in each year [adjusted in accordance with [specify 

Business Day Convention and any applicable Business 

Centre(s) for the definition of “Business Day”]/[not 

adjusted]

(iii) Fixed Coupon Amount(s): [] per Calculation Amount

(iv) Broken Amount(s): [[] per Calculation Amount payable on the Interest 

Payment Date falling [in]/[on] []]/[Not Applicable]

(v) Day Count Fraction: [[Actual/Actual] / [Actual/Actual-ISDA]] / [Actual/365 

(Fixed)] / [Actual/365 (Sterling)] / [Actual/360] / 

[[30/360] / [360/360] / [Bond Basis]] / [[30E/360 / 

Eurobond Basis]] / [30E/360(ISDA)] / [Actual/Actual-

(ICMA)]

(vi) Determination Date(s): [[] in each year (insert regular interest payment dates, 

ignoring issue date or maturity date in the case of a long 

or short first or last coupon.) (N:B: only relevant where 

Day Count Fraction is Actual/Actual-(ICMA))]/[Not 

Applicable]
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15. Floating Rate Note Provisions [Applicable]/[Not Applicable]

(If not applicable, delete the remaining sub-paragraphs 

of this paragraph)

(i) Interest Period(s): [[][, subject to adjustment in accordance with the 

Business Day Convention set out in (v) below]/[, not 

subject to any adjustment, as the Business Day 

Convention in (v) is specified to be Not Applicable]]

(ii) Specified Interest Payment Dates: [[] each year[, subject to adjustment in accordance with 

the Business Day Convention set out in (v) below]/[, not 

subject to any adjustment, as the Business Day 

Convention in (v) is specified to be Not Applicable]]

(iii) First Interest Payment Date []

(iv) Interest Period Date: [[][, subject to adjustment in accordance with the 

Business Day Convention set out in (v) below]/[, not 

subject to any adjustment, as the Business Day 

Convention in (v) is specified to be Not Applicable]/[Not 

Applicable]]

(Not applicable unless different from Interest Payment 

Date)

(v) Business Day Convention: [Floating Rate Convention]/[Following Business Day 

Convention]/[Modified Following Business Day 

Convention]/[Preceding Business Day Convention]

(vi) Business Centre(s): [[]]/[Not Applicable]

(vii) Manner in which the Rate(s) of 

Interest and Interest Amount 

[is/are] to be determined:

[Screen Rate Determination]/[ISDA Determination]

(viii) Party responsible for calculating 

the Rate of Interest and Interest 

Amount (if not the Fiscal Agent):

[]

(ix) Screen Rate Determination:

- Reference Rate: [] month [LIBOR, EURIBOR]

- Reference Bank: []

- Interest Determination Date(s): []

- Relevant Screen Page: []

(x) ISDA Determination:

- Floating Rate Option: []

- Designated Maturity: []
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- Reset Date: []

(xi) Margin(s): [+/-] []per cent. per annum

(xii) Minimum Rate of Interest: [] per cent. per annum

(xiii)Maximum Rate of Interest: [] per cent. per annum

(xiv) Day Count Fraction: [[Actual/Actual] / [Actual/Actual-ISDA]] / [Actual/365 

(Fixed)] / [Actual/365 (Sterling)] / [Actual/360] / 

[[30/360] / [360/360] / [Bond Basis]] / [[30E/360 / 

Eurobond Basis]] / [30E/360(ISDA)] / [Actual/Actual-

(ICMA)]

PROVISIONS RELATING TO REDEMPTION

16. Call Option [Applicable]/[Not Applicable]

(If not applicable, delete the remaining sub-paragraphs 

of this paragraph)

(i) Optional Redemption Date(s): []

(ii) Optional Redemption Amount(s) of 

each Note:

[[] per Calculation Amount]/[Condition 6(b) applies]

(iii) If redeemable in part:

(a) Minimum Redemption Amount: [] per Calculation Amount

(b) Maximum Redemption Amount: [] per Calculation Amount

(iv) Notice period: []

17. Put Option [Applicable]/[Not Applicable]

(If not applicable, delete the remaining sub-paragraphs 

of this paragraph)

(i) Optional Redemption Date(s): []

(ii) Optional Redemption Amount(s) of 

each Note:

[[] per Calculation Amount]/[Condition 6(b) applies]

(iii) Notice period: []

18. Final Redemption Amount of each Note [] per Calculation Amount

19. Early Redemption Amount 

Early Redemption Amount(s) per 

Calculation Amount payable on 

redemption for taxation reasons or on 

event of default:

[] per Calculation Amount

GENERAL PROVISIONS APPLICABLE TO THE NOTES

20. Form of Notes Bearer Notes:
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[Temporary Global Note exchangeable for a Permanent 

Global Note which is exchangeable for Definitive Notes 

[on 60 days' notice] / [in the limited circumstances 

specified in the Permanent Global Note]]2

[Temporary Global Note exchangeable for Definitive 

Notes on [] days' notice]

[Permanent Global Note exchangeable for Definitive 

Notes [on 60 days' notice ]/[in the limited circumstances 

specified in the Permanent Global Note]]3

21. New Global Note (NGN)4: [Yes]/[No]

22. Financial Centre(s): [Not Applicable]

(Note that this paragraph relates to the place of payment 

and not Interest Period end dates to which paragraph

15(vi) relates)

23. Talons for future Coupons to be 

attached to Definitive Notes (and dates 

on which such Talons mature):

[No]/[Yes, as the Notes have more than 27 coupon 

payments, Talons may be required if, on exchange into 

definitive form, more than 27 coupon payments are still to 

be made.]

24. Temporary Commissioner: []

(Note that this paragraph applies only if the first tranche 

of an issue which is being increased was issued under the

base prospectus dated 20 May 2015).

THIRD PARTY INFORMATION

[(relevant third party information) has been extracted from [specify source]. The Issuer confirms that such 

information has been accurately reproduced and that, so far as it is aware, and is able to ascertain from 

information published by [specify source], no facts have been omitted which would render the reproduced 

information inaccurate or misleading.]

Signed on behalf of Iberia, Líneas Aéreas de España, S.A. Operadora

By: ..........................................................................          By: ..........................................................................

Duly authorized                                                                 Duly authorized

                                                          
2 In relation to any Series of Notes which are expressed to be issued in denominations of [EUR 100,000] and integral multiples of 

[EUR 1,000] the Global Note will not be exchangeable at the option of the holder.
3 In relation to any Series of Notes which are expressed to be issued in denominations of [EUR 100,000] and integral multiples of 

[EUR 1,000] the Global Note will not be exchangeable at the option of the holder.
4

You should only elect "yes" opposite "New Global Note" if you have elected "yes" to the Section in Part B under the heading "Operational 

Information" entitled "Intended to be held in a manner which would allow Eurosystem eligibility
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PART B – OTHER INFORMATION

1. LISTING AND ADMISSION TO TRADING

(i) Admission to trading: [Application [has been]/[will be] made to the Irish Stock 

Exchange for the Notes to be admitted to the Official List

and trading on its regulated market on [] with effect 

from []] / [Not Applicable]

(ii) Estimate of total expenses related 

to the admission to trading:

[]

2. RATINGS

Ratings: The Notes to be issued under the Programme have not 

been rated

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE/OFFER

[Need to include a description of any interest, including a conflicting interest, that is material to the 

issue, detailing the persons involved and the nature of the interest. May be satisfied by the inclusion of 

the following statement:

“Save for any fees payable to the [Dealers], so far as the Issuer is aware, no person involved in the 

issue of the Notes has an interest material to the offer. The [ManagersDealers] and their affiliates have 

engaged, and may in the future engage, in investment banking and/or commercial banking transactions 

with, and may perform other services for, the Issuer and its affiliates in the ordinary course of 

business.” [Amend as appropriate if there are other interests]]

[(When adding any other description, consideration should be given as to whether such matters 

described constitute “significant new factors” and consequently trigger the need for a supplement to 

the Base Prospectus under Article 16 of the Prospectus Directive.)]

4. [Fixed Rate Notes only – Yield

Indication of yield: []

The yield is calculated at the Issue Date on the basis of 

the Issue Price. It is not an indication of future yield]

5. OPERATIONAL INFORMATION

ISIN Code: []

Common Code: []

Any clearing system(s) other than 

Euroclear S.A./N.V. and Clearstream 

Banking societé anonyme and the 

relevant identification number(s)

[Not Applicable]/[give names and number(s)]

Delivery: Delivery [against]/[free of] payment

Name and addresses of initial Paying 

Agent(s):

[]
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Name and addresses of additional 

Paying Agent(s) (if any):

[]

[Intended to be held in a manner which 

would allow Eurosystem eligibility]

[Yes. Note that the designation “yes” simply means that 
the Notes are intended upon issue to be deposited with 
one of the ICSDs as common safekeeper [(and registered 
in the name of a nominee of one of the ICSDs acting as 
common safekeeper,][include this text for registered 
notes] and does not necessarily mean that the Notes will 
be recognised as eligible collateral for Eurosystem 
monetary policy and intra day credit operations by the
Eurosystem either upon issue or at any or all times during 
their life. Such recognition will depend upon the ECB 
being satisfied that Eurosystem eligibility criteria have 
been met.] / 

[No. Whilst the designation is specified as "no" at the date 
of these Final Terms, should the Eurosystem eligibility 
criteria be amended in the future such that the Notes are 
capable of meeting them the Notes may then be deposited 
with one of the ICSDs as common safekeeper [(and 
registered in the name of a nominee of one of the ICSDs 
acting as common safekeeper,][include this text for 
registered notes] . Note that this does not necessarily 
mean that the Notes will then be recognised as eligible 
collateral for Eurosystem monetary policy and intra day 
credit operations by the Eurosystem at any time during 
their life. Such recognition will depend upon the ECB 
being satisfied that Eurosystem eligibility criteria have 
been met.]] 

6. DISTRIBUTION

(i) Method of distribution: [Syndicated]/[Non-syndicated]

(ii) If syndicated, names of Lead 

Manager and Managers:

[Not Applicable[/[[give names]]

(iii) Stabilisation Manager(s) (if any): [Not Applicable]/[[give name(s)]]

(iv) If non-syndicated, name of relevant 

Dealer:

[Not Applicable]/[[give name]]

U.S. Selling Restrictions: [Regulation S Category 2; TEFRA C]/[TEFRA 

D]/[TEFRA not applicable]
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILST IN GLOBAL
FORM

The following provisions apply to the Notes whilst they are in global form, some of which modify the effect of 

the Conditions.

Clearing system accountholders

Each Global Note will be in bearer form. Consequently, in relation to any Tranche of Notes represented by a 

Global Note, references in the Conditions of the Notes to “Noteholder” are references to the bearer of the 

relevant Global Note which, for so long as the Global Note is held by a depositary or a common depositary, 

in the case of a Global Note which is not intended to be issued in NGN, or a common safekeeper, in the case 

of a NGN for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system, will be 

that depositary or common depositary or, as the case may be, common safekeeper. 

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg and/or any other 

relevant clearing system as being entitled to an interest in a Global Note (each an “Accountholder”) must 

look solely to Euroclear and/or Clearstream, Luxembourg and/or such other relevant clearing system (as the 

case may be) for such Accountholder's share of each payment made by the Issuer to the bearer of such 

Global Note and in relation to all other rights arising under the Global Note. The extent to which, and the 

manner in which, Accountholders may exercise any rights arising under the Global Note will be determined 

by the respective rules and procedures of Euroclear and Clearstream, Luxembourg and any other relevant 

clearing system from time to time. For so long as the relevant Notes are represented by the Global Note, 

Accountholders shall have no claim directly against the Issuer in respect of payments due under the Notes 

and such obligations of the Issuer will be discharged by payment to the bearer of the Global Note.

Amendment to Conditions

Each Global Note will contain provisions which modify the Conditions of the Notes as they apply to the 

Global Note. The following is a summary of certain of those provisions: 

Payments: All payments in respect of the Global Note will be made against presentation and (in the case of 

payment of principal in full with all interest accrued thereon) surrender of the Global Note to or to the order 

of any Paying Agent and will be effective to satisfy and discharge the corresponding liabilities of the Issuer in 

respect of the Notes. On each occasion on which a payment of principal or interest is made in respect of the 

Global Note, the Issuer shall procure that in respect of a Global Note which is not a NGN the payment is 

noted in a schedule thereto and in respect of an NGN the payment is entered pro rata in the records of 

Euroclear and Clearstream, Luxembourg.

Payment Business Day: In the case of a Global Note, shall be: if the currency of payment is euro, any day 

which is a TARGET Settlement Day and a day on which dealings in foreign currencies may be carried on in 

each (if any) Additional Financial Centre; or, if the currency of payment is not euro, any day which is a day 

on which dealings in foreign currencies may be carried on in the Principal Financial Centre of the currency of 

payment and in each (if any) Additional Financial Centre.

Exercise of put option: In order to exercise the option contained in Condition 6(e) (Redemption at the Option 

of Noteholders) the bearer of the Permanent Global Note must, within the period specified in the Conditions 

for the deposit of the relevant Note and put notice, give written notice of such exercise to the Fiscal Agent 

specifying the principal amount of Notes in respect of which such option is being exercised. Any such notice 

will be irrevocable and may not be withdrawn.



58

Partial exercise of call option: In connection with an exercise of the option contained in Condition 6(d) 

(Redemption at the Option of the Issuer) in relation to some only of the Notes, the Permanent Global Note 

may be redeemed in part in the principal amount specified by the Issuer in accordance with the Conditions 

and the Notes to be redeemed will not be selected as provided in the Conditions but in accordance with the 

rules and procedures of Euroclear and Clearstream, Luxembourg (to be reflected in the records of Euroclear 

and Clearstream, Luxembourg as either a pool factor or a reduction in principal amount, at their discretion).

Notices: So long as any Notes are represented by a Global Note and such Global Note is held on behalf of a 

clearing system, notices to the holders of Notes of that Series may be given by delivery of the relevant notice

to that clearing system for communication by it to entitled accountholders in substitution for publication

as required by the Conditions or by delivery of the relevant notice to the holder of the Global Note,

except that, for so long as such Notes are admitted to trading in the regulated market of the Irish Stock 

Exchange all notices shall be published in a manner which complies with its rules and regulations.
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DESCRIPTION OF THE ISSUER

OVERVIEW

Iberia is Spain's largest air transport company in terms of capacity deployed5, as shown in the table below:

Airline Sum of Frequency Sum of ASKs
Iberia 86.002 52.472.054.000
Ryanair 177.394 51.103.248.000
Vueling Airlines 145.399 26.039.447.600
Air Europa 63.635 25.468.303.400

It is also the leading airline on routes between Spain and Latin America in terms of daily flights offered6. Its 

principal activity is the operation of international and domestic scheduled air services for the carriage of passengers 

and cargo, which accounted for 80 per cent. of its revenue in 2015. Iberia also provides ancillary services, 

including aircraft maintenance, support services to passengers and aircraft in airports and cargo transport, which 

together accounted for 20 per cent. of its revenue in 2015.

Iberia was materially adversely affected by the global financial crisis and its aftermath, including the significant 

economic downturn in Spain. It has also been adversely affected by increased competition in its domestic market 

and by material disputes with the unions representing its employees. As a result, Iberia has incurred losses in each 

year since 2011. In November 2012, Iberia launched its Plan de Transformation, which was designed to build a 

sustainable and profitable future for Iberia. The plan has involved capacity reduction and labour restructuring in 

agreement with the unions, which represent Iberia's employees. With the restructuring process put in place, Iberia 

launched its Plan de Futuro by the end of 2013 that has allowed the company to reach a positive profit from 

continuing operations in 2015 and 2014 after 6 previous years of losses, setting the basis for profitability and long-

term growth (see "Strategy" below).

In 2015, Iberia transported 16 million passengers to 120 destinations in 46 countries. Iberia's passenger load factor 

in 2015 was 81.1 per cent. compared to 78.6 per cent. in 2014. Iberia's available seat kilometres (ASKs) and 

revenue passenger kilometres (RSKs) were 59,878 million and 48,569 million, respectively, in 2014 compared to 

54,321 million and 42,690 million, respectively, in 2014.

In 2015, Iberia recorded revenue of €4.70 billion and a profit after tax for the year of €563 million. As at 31 

December 2015, Iberia's total assets were €5.36 billion.

HISTORY

Iberia was incorporated as a corporation pursuant to a deed executed on 28 June 1927, in the presence of the 

Madrid Notary Mr. Juan Crisóstomo de Pereda y Gorríz, under number 1,725 of his protocol. Iberia was 

incorporated for an indefinite term. Iberia is registered at the Madrid Mercantile Registry, in volume 228, sheet 

138, page number M-4621.

Set out below is a description of certain key event in Iberia's history:

• 1927: Iberia was established. Its capital was initially subscribed by the German company "Deutsche 

Lufthansa" and the Basque financier and industrialist H. Echeberrieta. It commenced its commercial activity with a 

                                                          
5 measured in ASKs/frequencies, source OAG

6 Latin America' excludes the Caribbean, source OAG
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flight between Madrid and Barcelona. Its first routes covered destinations within the national territory, both on the 

Peninsula and in North Africa.

• 1939: Iberia, which had been nationalised since 1932, made its first European flight (Madrid-Lisbon).

• 1944: Iberia was included in the National Industry Institute (INI), thereby making it Spain's flagship 

airline.

• 1946: Iberia became the first commercial airline to make a flight between Europe and South America, 

with the commencement of operations to Buenos Aires. From 1954 it pursued its American expansion by opening 

other transatlantic lines (including Havana, Caracas, San Juan, Puerto Rico, Mexico City and New York City).

• Between the 1960s and the 1980s, Iberia expanded its offering of destinations (Moscow in 1978, Tel 

Aviv in 1983 and Tokyo in 1985). Iberia established Iber-Swiss Catering, VIVA air (for the development of charter 

traffic) and Bmter Canarias (for inter-island flights).

• 1999: Iberia became a full-fledged member of the oneworld alliance in September.

• 2001: The final stage of the privatisation of Iberia took place and a significant private shareholder 

divested 48.51 per cent. of the capital stock of Iberia by means of a public offering.

• 2009: In the context of the global economic crisis, Iberia adopted a Contingency Plan to reduce the 

capacity offered, reduce labour and overhead costs, and make selective cuts in planned investments followed by a 

new strategic plan covering the period to 2012.

• 2011: The merger (the Merger) of Iberia and British Airways was effected, with both companies 

becoming subsidiaries of International Consolidated Airlines Group, S.A. (IAG and, together with its subsidiaries, 

the IAG Group).

Iberia is a Spanish corporation, with its registered office at Martinez Villergas, 49, 28027, Madrid, and is governed 

by Spanish legislation, in particular, by the Spanish Corporations Law and other related legislation. The contact 

telephone of INTERNATIONAL CONSOLIDATED AIRLINES GROUP, S.A. for shareholder and investor 

relations is +44 (0) 20 8564 2900.

STRATEGY

Iberia is recovering well from a critical situation caused by a challenging economic environment as well as Iberia’s 

own structural issues. This combination resulted in a performance gap in comparison to our peers and financial 

losses since year 2008. Iberia’s turnaround started with the launch of a Plan de Transformación in November 2012 

to stop Iberia’s operating cash burn and achieve a competitive cost base.

Iberia launched the new Plan de Futuro, the next step in its turnaround, to build a sustainable and profitable future. 

Plan de Futuro comprises of 32 initiatives across all key areas of the company, built around five principles:

 solid revenue base;

 simplicity and flexibility in order to reach a best-in-class cost position;

 sustainable competitive positioning;

 profitable complementary businesses, and

 new company culture.
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Plan de Futuro initiatives have allowed Iberia to reach a positive operating profit in 2015 and 2014, as well as 

enabling it to resume and launch services to Athens, Amsterdam, Stockholm, Stuttgart, Hannover, Montevideo and 

Santo Domingo after the reduction of capacity it made in 2012. Moreover, all of this was achieved whilst 

improving Iberia's operational performance, with Iberia becoming the world's second most punctual airline in 

20157.

Within the context of Plan de Futuro, Iberia continued with its brand, product and service transformation leading 

to a radical change in customer's perception, which translated into a NPS8 improvement above 10pp. Iberia also 

upgraded its revenue management operations with the implementation of industry best practices as well as 

developing complementary flight services including the introduction of a new fare structure for domestic and 

European flights.

The new cost base of the Plan de Futuro allowed it to recover the majority of the longhaul routes withdrawn during 
the restructuring. In 2015, Iberia returned to Havana and announced the re-opening of Johannesburg and San Juan 
de Puerto Rico. Furthermore, Iberia strengthened its network with new destinations such as Cali and Medellin, 
additional flights to Panama, Chile and Mexico, and further European routes such as Budapest, Manchester and 
Florence. This growth meant that, after 11 years without hiring pilots, Iberia announced the entry of up to 200 new 
pilots, joining under the new productivity and compensation conditions set out in the 2014 labour agreements.

During the first quarter of 2014, long-term labour agreements were reached with all employee groups achieving 

productivity and flexibility levels in line with best in-class competitors. Following these agreements, a new 

Redundancy Plan9 was signed with the unions in July 2014 that allows for 1,427 additional exits to the 3,141 exits 

from the March 2013 Mediation Agreement. Including all available exit mechanisms, it is expected that there has 

been an overall headcount reduction of up to 5,29710. 

The agreements are well above the initial targets envisioned in the November 2012 Plan de Transformation and 

ensure a positive labour environment that provides a strong foundation for sustainable profitable growth and should 

allow Iberia to reduce its employee unit cost by approximately 35 per cent. in the medium-term.

On the back of the new Plan de Futuro cost base, Iberia launched in July 2014 the renewal of its longhaul fleet, 

aimed to increase flexibility and capture significant fuel savings. In addition to this, Iberia has continued investing 

strongly to improve its new longhaul product, with a new in-flight experience in its business and economy classes. 

By the end of 2016, it will have 100 per cent of new product in longhaul, as it completes retrofitting of Airbus 

A346s and substitute the Airbus A343s with the Airbus A332s.

Iberia's 2014 Plan de Futuro represents a fundamental transformation towards a more competitive, sustainable and 

profitable business model. Plan de Futuro will strengthen Iberia's advantage as the leading carrier to Latin America 

and allow exploring opportunities in other high growth markets, building on Iberia's strengths:

• leadership in Madrid hub and Spain;

• efficient short-haul for both connecting and point-to-point traffic;

• simple and cost-effective operations;

• competitive product and customer experience; and

• the operating, financial and strategic benefits of being part of IAG. 

                                                          
7 According to Flightstats Global Airlines ranking
8 Net Promoter Score measures difference between promoters (9-10 grade) and detractors (0-6 grade).
9 Expediente de Regulation de Empleo, (ERE), voluntary basis; 1,427 represents the maximum number of exits.
10 Comprises 3,141 exits from the Mediation Agreement, up to 1,427 from the new Redundancy Plan and 729 other exits.
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Iberia's strengths are described in more detail below.

Following Iberia's return to profitability, 2016 and 2017 will see the full benefits from its productivity 

improvements which is just the first step towards achieving Iberia's and IAG's ambitious long-term targets:

• solid margins from 2017 onwards (10 to 14 per cent lease adjusted operating margin, 12 per cent. plus 

return on invested capital);

• significant equity free cash flow (€200 million to €300 million from 2017); and

• strong growth prospects (6.5 per cent. annual growth rate11). 

During 2016, Iberia is planning to start operating new routes. It has been granted with slots by the Shanghai airport 

authorities and intends to start connecting it with Madrid next June. Other routes such as Tokyo (Japan) and 

Johannesburg (South Africa) are currently under assessment to be operated. Conversely, Iberia will be suspending 

flights to Istanbul, Lagos and Accra due to demand constrains and profitability issues.

STRENGTHS

Leader in Europe-LatAm flow

Iberia is a market leader for Europe-LatAm connections due to Iberia's cultural and commercial links. Spain is 

home to more Latin American foreign residents than any other European country (around 1.1m) and is the world's 

second largest direct investor in the region after the US. Due to this and Iberia's large Madrid hub, Iberia has a 

competitive advantage over its European competitors in providing flights from/to Europe-LatAm and intends to 

continue developing its leadership in servicing Europe-LatAm routes.

Leadership in Madrid hub and Spain

Adolfo Suárez Barajas Airport is a state-of-the-art airport with ample capacity to accommodate traffic growth. It is 

the fifth largest airport in Europe with its four runways having capacity for 120 operations per hour. It is also 

Iberia's home. Iberia is the number one carrier operating out of Adolfo Suárez Barajas Airport serving 13m 

passengers to 93 destinations annually compared to 7m to 41 destinations by the next largest carriers.

Competitive and efficient short-haul service

Iberia is well positioned to have a competitive and efficient short-haul feed. After introducing salary reductions and 

new entry levels for flight crew, Iberia has a more efficient cost structure. Iberia has also amended its flying hours 

in line with competitors and increased flexibility in shifts and scheduling to significantly improve its productivity. 

The Iberia brand is strong in its home market and it is by far the most recognised airline across all regions of Spain. 

Iberia's 'Iberia Express' business model has also been successful and shown itself as able to compete against low 

cost carriers (LCCs) providing to customers value for money and innovation while not sacrificing the level of 

service and reliability expected of legacy carriers.

Simple and cost-effective operations

Iberia has been enhancing its long-haul fleet, in line with its network strategy, to ensure flexibility and significant 

fuel savings in the long-term. The introduction of more current/new generation aircraft, to make up 62 per cent. of 

Iberia's available seats in its long-haul fleet by 2020, is expected to make fuel savings of 10 per cent. by 2020 

(amounting to over €100m). Iberia's Plan de Futuro initiatives are also optimising overheads costs and resulting in 

                                                          
11 Projected annual ASK growth for period 2015-2020.
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more profitable maintenance, repair and operations, and aircraft handling and loading operations. Iberia's 

operational improvements have also led to an improved average on-time performance of around 90 per cent. for 

2015 compared to 62 per cent. in 2011. By the end of 2015, Iberia had already completed 70 per cent. of its 

planned labour restructuring with completion targeted for 2017 and which is expected to reduce Iberia's employee 

operating costs by 35 per cent. by 2020. 

Competitive product and customer experience

Iberia implements a product-service offering and customer experience consistent with its revenues and costs. As 

part of this, Iberia has focussed on improving:

• its long-haul service product and experience;

• its brand and customer communications;

• its customer experience;

• its innovation and mobility,

with all improvements implemented under a cost-effective mindset so as to allow Iberia to maintain its cost 

positioning (such as through the use of joint-tenders or service re-design). Iberia has already seen a very positive 

improvement in customer satisfaction results following such changes and it expects this to lead to further customer 

loyalty and spend which will increase Iberia's revenues.

SHAREHOLDERS

Iberia is controlled by International Consolidated Airlines Group (IAG or ICAG), which also controls British 

Airways and Vueling, a low cost carrier in which Iberia has a 45.85 per cent shareholding. Iberia's shareholding 

structure is shown in the diagram below.
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Iberia has a separate nationality structure in place to preserve its traffic rights and route licences under bilateral 

agreements with non-EU Member States (see "Regulation" below for further information). This structure ensures 

that Spanish nationals hold at least 50.1 per cent. of the voting rights in Iberia.

The nationality structure is shown in the diagram below.

Garanair, S.L., a Spanish company (Sociedad de Nacionalidad Española, or the Spanish Nationality Company), 

was incorporated for the purposes of implementing the Iberia nationality structure. It holds 50.1 per cent. of both 

the total nominal share capital and the total number of voting rights in IB Opco Holding (as identified in the 

diagram above). The Spanish Nationality Company is required to exercise its voting rights at a general meeting of 

IB Opco Holding as directed by IAG, subject to certain conditions agreed by IAG and the Spanish Nationality 

Company. The shares in IB Opco Holding held by the Spanish Nationality Company carry minimal economic 

rights. The shareholders of the Spanish Nationality Company are Bankia, S.A. (which owns 87 per cent. of the 

issued share capital) and El Corte Ingles, S.A. (which owns 13 per cent. of the issued share capital). A similar 

structure, using a UK trust, is also in place for British Airways.

One of the principal reasons for the Merger was to enhance the synergies beyond a level that either Iberia or British 

Airways could have achieved on its own, thereby improving shareholder returns. However, given that Iberia and 

British Airways are separate legal entities, the governance structure of the IAG Group that was put in place at the 

time of the Merger has a number of complex features, including the nationality structures discussed above and 

assurances to preserve the specific interests of each entity (the Assurances). The Assurances are safeguards to 

preserve specific interests of Iberia and British Airways and IAG's shareholders and the interests of the IAG Group.

The agreement governing the Assurances will automatically terminate five years after the Merger effective date in 

January 2011, independently from the termination or renewal of the Nationality Structures. The Nationality 

Structures will initially be in place for the first five years following the Merger, after which the Nationality 

Structures may be terminated. The termination of Iberia's Nationality Structure and British Airways' Nationality 

Structure must take place at substantially the same time.
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BUSINESS

Overview

The nationality structure is shown in the diagram below.

Iberia is an international air transportation group with more than 80 years' experience. Today, it flies to 120 

destinations in 46 countries and, under code sharing arrangements with other carriers, is able to reach a further 257 

destinations. Iberia's principal business is passenger transportation but it also provides aircraft maintenance 

services, handling services in airports and cargo transport.

The table below shows the breakdown of Iberia's revenues between each of these services for each of 2015 and 

2014.

2015 2014

(€’000) (per cent.) (€’000) (per cent.)

Passenger revenue 3,528 75% 3,178 74%

Aircraft maintenance 487 10% 374 9%

Handling 347 8% 349 8%

Cargo revenue 252 5% 253 6%

Other income 84 2% 113 3%

Total revenue 4,698 100% 4,267 100%

Iberia's loyalty programmes, strategic alliance and co-operation agreements are also critical to its business success 

and are described further below.

Passenger transportation

Iberia's principal business line is passenger air transport which it operates through an extensive network of 

scheduled flights, most of which connect with Adolfo Suárez Madrid-Barajas airport. Iberia's main networks are 

the domestic network, the medium-haul network (mainly flights to Europe and to some destinations in Africa and 

the Middle East) and the long-haul network, mainly focused on Latin America and the United States.

The table below shows the development of Iberia's passenger transportation business in each of 2015 and 2014. 

The table includes Iberia Express but excludes Vueling and regional franchise Air Nostrum.

2015 2014

Passenger carried (thousands) 16,452 14,323

Passenger capacity (ASK millions) 59,878 54,321

RPK (millions) 48,569 42,690

Passenger load factor 81,1 78.6
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Iberia's hub airport is Adolfo Suárez Madrid-Barajas, the main international airport serving Madrid and Spain. 

Located within city limits, Adolfo Suárez Madrid-Barajas is designed to handle 70 million passengers annually and 

Iberia is the leading airline operating at the airport in terms of both capacity and passengers. In terms of the total 

number of international passengers in 2015, Adolfo Suárez Madrid-Barajas is one of the largest airports in the 

world. Iberia operates out of Adolfo Suárez Madrid-Barajas Terminal 4, the airport's newest terminal and one of 

the world's largest.

Madrid is a key gateway from Europe to Latin America. It is the destination of six of the 10 largest markets 

between Europe and Latin America, with one other being London. Despite withdrawing from certain routes, Iberia 

has retained a leading market share position in 2015 in each of the top five Spanish-speaking economies in Latin 

America (except Colombia, where Iberia holds the number two position). The Issuer is the largest airline group in 

Europe flying to Latin America in terms of daily flights offered, with a market share exceeding 15.6 per cent. 12 In 

addition, Iberia offers its customers the Madrid-Barcelona Puente Aéreo (air shuttle), a walk-on shuttle service 

connecting Spain's two most important cities.

Iberia’s subsidiary, Iberia Express, which started operating in March 2012, operates short-haul and medium-haul 
routes. The new airline provides point-to-point traffic in addition to feeding Iberia’s long-haul network to/from its 
Madrid hub and offers the same customer benefits and quality of service as Iberia. Iberia Express, which is based in 
Madrid, began operations with four aircraft Airbus A320 and flights between Madrid and Alicante, Malaga, Seville 
or Palma de Majorca. It offers both economy and business class seats. By 31 December 2015, Iberia Express had 
grown to 20 aircraft serving 28 domestic and European destinations, as a successful low cost carrier based on 
efficiency and simplicity.

Vueling is a Barcelona-based new generation (low cost) airline, which, since July 2009, has been partially owned 
by Iberia which holds a 45.85 per cent. stake in the company.  During 2015, Vueling had an average available fleet 
of 84.4 aircraft serving 39313 medium-haul and short-haul routes to 15714 destinations mostly in Spain and Europe. 
Vueling and Iberia offer flights under a code sharing agreement (IB5000), which means that more Iberia customers 
can fly directly to more European cities, with greater frequency. During 2015, Vueling flew 24.7 million 
passengers, making it Spain’s second largest airline.

Vueling, as a low cost airline, also offers value-added services, such as the possibility of choosing seats and 
obtaining boarding cards prior to check-in and also the chance to earn and redeem points in the AVIOS loyalty 
programme. 

In April 2013, Veloz Holdco S.L.U., a wholly owned subsidiary of IAG acquired 53.60 per cent. of Vueling's 

shares through a cash tender offer, a subsequent delisting tender offer and certain bilateral trades since delisted, 

giving IAG an overall control of 99.36 per cent. of the shares through its and Iberia's shareholdings.

Other services

Iberia maintenance

Iberia offers maintenance, repair and overhaul services for engines, aircraft and components of the Iberia fleet and 

those of other airlines. These services are offered through the General Maintenance and Engineering Department 

(Iberia Maintenance), which carries out both scheduled and unscheduled (ad hoc repairs in situ) maintenance work. 

At 31 December 2015, the maintenance division had approximately 2,838 employees. 

The purpose of scheduled maintenance is to ensure aircraft remain fully airworthy and/or to restore specified 

reliability levels. Scheduled maintenance is divided into three categories: (i) on-wing maintenance, (ii) minor 

                                                          
12 Latin America excludes the Caribbean.
13 Including routes operated as charter.
14 Including routes operated as charter.
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maintenance and (iii) major overhaul. Each of these categories covers specific inspections, the frequency and depth 

of which are gradually increased and tailored according to the characteristics and age of the fleet.

On-wing maintenance consists of transit inspections, which must be carried out before each flight and as close to 

the departure of the aircraft as possible to check the general state of the aircraft, and daily inspections, which must 

be performed before the first flight of the day.

Minor maintenance comprises A, B and C inspections, the frequency and depth of which is gradually increased up 

to C inspections, which consist of a comprehensive review of all exterior and internal areas of the aircraft, 

including systems, installations and visible structure.

Major overhaul (D Inspections) covers the "Structural Inspection Programme" in its entirety. This programme 

covers the inspection of all structural elements, carried out periodically (between four and seven years) as part of 

the major overhaul, which involves the stripping of all exterior paintwork; change of engine, landing gear, flight 

controls and other components; the dismantling, inspection, repair and subsequent reassembly of a large number of 

aircraft parts; fresh paintwork; and functional tests including a flight test.

Iberia Maintenance is certified by civil aviation authorities, including (i) the Spanish Civil Aviation Agency; (ii) 

the European Air Safety Agency (EASA); and (iii) the Federal Aviation Administration of the United States. Iberia 

Maintenance is also accredited by Spain's AENOR standards bureau for Environmental Management (ISO 

140001:2004).

Maintenance and repair activities are carried out in seven hangars and numerous workshops and bench-testing 

facilities on a 2.5 million square metre site adjoining Adolfo Suárez Madrid-Barajas Airport and a hangar at El 

Prat, Barcelona's airport. Iberia Maintenance's staff comprised nearly 2,257 highly qualified engineers and 

specialist technicians at 31 December 2015.

Iberia Handling

Iberia is Spain’s largest airport handling company, servicing aircraft, handling baggage and serving passengers. It 

operates in most of Spain’s airports and is Spain’s only full-service airport handling company. At 31 December 

2015, the handling division had approximately 6,656 employees as well as Spain’s largest fleet of ground vehicles, 

a total of approximately 8,200. 

Iberia's handling division provides the following ground services at Spanish airports to both third party companies 

as well as to Iberia itself:

• passenger services, including check-in and boarding, baggage handling including tracing of lost luggage, 

seat allocation, special assistance and security services;

• ramp services, including loading and unloading and transport of cargo, pushback and towing, aircraft 

cleaning, heating and cooling, drinking and waste water, tyres and electrics, de-icing and passenger and crew 

transport;

• coordination, including cabin-ramp communication, flight documentation, load sheet and weight 

balance, weather reports, aeronautics and operating reports;

• cargo assistance, including cargo transport, delivery of cargo at warehouses, stock control and handling 

of hazardous and perishable goods; and

• flight services, including meteorological data, aeronautic data, flight documentation, operating summary 

and operational flight plans.
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Iberia's handling division is accredited by Spain's AENOR standards bureau for quality and environmental 

management (ISO 9001: 2000 and ISO 14001:2004).

In addition, Iberia's systems unit provides IT and telecommunications services to the airline and external clients 

while also supplying technical assistance services as required. The quality of these services is accredited by Spain's 

AENOR standards bureau under ISO 9000:2000, covering (i) IT Systems Development Processes; (ii) Maintenance 

of IT Systems and Data Processing Centres; (iii) User Care and Support; and (iv) Management of Procurement of 

IT Products and Services.

Iberia Cargo

IAG Cargo Ltd (IAG Cargo), created from the integration of British Airways World Cargo and Iberia cargo 

division (Iberia Cargo), is a business unit of IAG Group and is responsible for optimising value from the IAG 

Group's 'bellyhold' capacity and cargo assets. IAG Cargo was incorporated on 18 May 2012, and started its 

operations on 1 December 2012. It established a single commercial platform through which all IAG Cargo capacity 

across the IAG Group's cargo-carrying airlines is managed on a single system, sold by a single sales force across a 

single set of distribution channels under the IAG Cargo brand. As the world's seventh largest international freight 

carrier, IAG cargo-generated revenues are shared between the operating companies, based on the carrier operating 

the relevant flight.

While IAG Cargo is the commercial heart of the IAG Group's cargo transport business, selling cargo capacity and 

products on behalf of Iberia and British Airways, Iberia Cargo continues to manage operations across the Spanish 

hubs at Madrid, Barcelona and Las Palmas and a number of hubs across South America and British Airways World 

Cargo continues to manage operations at the UK hub at London Heathrow.

Iberia Cargo is the Iberia unit in charge of air freight and mail carried in the 'bellyhold' of Iberia's aircraft as well as 

dedicated cargo planes and a fleet of ground delivery vehicles. Through its Cacesa subsidiary, Compañía Auxiliar 

al Cargo Expres, S.A., Iberia also provides an express parcel service. Iberia Cargo is a pioneer in the use of the 

most advanced technologies and, in September 2007, Iberia Cargo became the first company of its kind to 

introduce simplified all-electronic, paperless procedures for air shipment operations.

The Iberia freight division is certified for quality by Spain's AENOR standards bureau (ISO 9000:2001).

Iberia Commercial

Iberia owns and operates the Iberia Plus loyalty programme. Following the Merger, management of the frequent 

flyer programmes of Iberia and British Airways (Iberia Plus and Executive Club, respectively) has been 

consolidated into the Avios programme, which allows customers to obtain more benefits from both airlines as well 

as their partners (including oneworld partners).

On 28 January 2015Iberia and BA transferred to Avios Group Ltd (AGL) the non-air partners related business of 

both Iberia Plus and BA Executive Club loyalty programmes as well as the right to issue the currency of both 

programmes. Both programmes being managed by AGL.

Part of this transfer included the allocation of related assets and of the agreements with non-air partners to AGL's 

branch in Spain as a special, non-monetary contribution that falls under the tax neutrality regime set out in article 

87 of the Spanish Corporate Income Tax Law (Ley de Impuesto sobre Sociedades). The business transferred was 

valued by an independent expert at €327 million. 14% of AGL's shares were provided as consideration for this 

transfer.

Avios points are the currency of the loyalty programmes. Customers can collect Avios when they fly with Iberia, 

British Airways and their partner airlines (including oneworld partners). Customers can also collect Avios on hotel 
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stays, holidays and car rental, and even when shopping, through deals with a wide range of partners. Avios can 

then be spent on flights and upgrades, and on holidays and car rental depending on location.

Due to the Joint Business (see "Strategic alliance and co-operation agreements" below), AAdvantage, Iberia Plus 

and Executive Club members are also able to earn and redeem frequent flyer miles in the United States. This 

change ensures that all three airlines' frequent flyer members now have more consistent benefits on transatlantic 

routes. The three airlines continue to work together to provide customers with more opportunities to earn more 

miles in a more consistent fashion.

Iberia Strategy

oneworld

Members of the oneworld alliance include Iberia, British Airways, Airberlin, American Airlines, Cathay Pacific, 

Finnair, Japan Airlines, LATAM, Malaysia Airlines, Qantas, Qatar Airways, Royal Jordanian, S7 Airlines, Sri 

Lankan Airlines and selected affiliated airlines. 

The oneworld alliance is designed to maximise the offering to customers by providing greater network coverage 

and benefits. Through the alliance, customers have increased options in terms of destinations, combined itineraries 

and fare types, smoother transfers, greater access to airport lounges and the opportunity to earn and redeem 

frequent flyer points across a wider network. Members have the opportunity to increase their load factors, traffic 

and revenues.

Joint Business

Pursuant to the Atlantic Joint Business, Iberia, British Airways and American Airlines agree to share revenues and 

certain expenses on all flights between North America (Canada, USA and Mexico) and Europe (EU, Switzerland 

and Norway). The Joint Business allows Iberia, British Airways, American Airlines and Finnair to work more 

closely together on flights between North America and Europe. In 2015, the Joint Business and the other two 

existing joint ventures in the North Atlantic market accounted for 82.4 per cent of the capacity flown.

In 2015, the Joint Business accounted for 25.1 per cent of seat capacity between Europe and North America and 

51.1 per cent of seat capacity between the UK and Spain to North America.

Through the Joint Business, BA, Iberia, Finnair and American Airlines operate approximately 127 daily flights 

across the North Atlantic, offering 87 direct routes, with an extensive network built around the key strategic hubs 

of London, Madrid and Helsinki in Europe and New York, Miami, Dallas, Chicago, Philadelphia, Charlotte, Los 

Angeles and Phoenix in USA. In 2015, North America capacity increased by 1.0 per cent, while traffic declined by 

2.5 per cent, resulting in a seat factor decrease of 0.7 points to 82 per cent.

Other affiliations

Iberia and LAN Peru are party to a joint business agreement to operate Madrid-Lima routes and Iberia and LAN 

Ecuador are party to a joint business agreement to operate Madrid-Quito/Guayaquil routes. These agreements 

enable the companies to jointly plan and manage the flights that operate such routes while sharing the profits. 

Customers enjoy greater choice and flexibility when it comes to schedules and services, as well as better 

connections at such airports to a larger number of destinations.

Iberia, British Airways and LATAM just signed a joint business agreement in January 2016 on flights between 

Europe and South America. Customers would be able to travel more easily on the airlines’ combined route network 

which would serve more than 100 destinations in South America and 87 destinations in Europe. By working 
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together to provide enhanced links for connecting passengers the airlines would expand customer choice via 

integrated networks, new non-stop routes, additional frequencies on existing routes and combined fares.

In addition, customers would have more opportunities to earn and redeem frequent flyer miles (Avios, LANPASS 

and TAM Fidelidade) on flights worldwide as well as continued reciprocal airport lounge access.

The airlines plan to seek approval from the appropriate competition authorities in South America and will inform 

the regulatory authorities in the European Union.

Iberia also has a franchise agreement with Air Nostrum, which was founded on 23 May 1994. It was the first 

private project for regional aviation in Spain. In May 1997, it became Iberia’s franchise partner as Iberia 

Regional/Air Nostrum. Today, it flies to about 115 routes in Spain, Europe and North Africa. Air Nostrum is also 

participating in the oneworld Alliance as Iberia´s affiliate.

Iberia also maintains bilateral agreements, including code share agreements, with a number of other airlines, some 

of which are also members of the oneworld alliance. In 2015, over 2.3 million additional passengers for IB used the 

enlarged network of the 22 codeshare agreements between Iberia and its partners. In the case of the bilateral 

cooperation between Iberia and British Airways, passengers benefit from greater flexibility in the form of fare 

combinability and cross-selling through both carriers’ channels that cover most long-haul destinations in the 

Americas, Africa, the Middle East and South Asia.

FLEET AND AIRCRAFT 

Fleet

As at 31 December 2015, Iberia had 98 aircraft in service. The table below shows the aircraft in service with Iberia 

(including Iberia Express but excluding Vueling) at 31 December 2015.

Aircraft 31 December 2015

Long-haul A330/340 32

Short-haul A320 Family 66

Total Fleet 98

At 31 December 2015, the average age of Iberia's long-haul fleet was 9.5 years and the average age of its short-

haul fleet was 11.1 years.

The table below shows the breakdown of Iberia's total fleet (including Iberia Express but excluding Vueling) by 

type of aircraft and acquisition method at 31 December 2015.
Number of aircraft

Fleet Ownership
Under 

finance lease 
Under 

operating lease 

Aircraft 
not in 

service Total

A-319 - 3 14 - 17
A-320 1 8 23 - 32
A-321 1 8 8 - 17
A-340-300 6 1 - - 7
A-340-600 2 2 13 - 17
A-330 - - 8 1 9

10 22 66 1 99

There is one grounded aircraft pending to be redelivered to its lessor.
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The table below shows the maturity schedule for the 66 aircraft under operating lease at 31 December 2015.

2016 2017 2018 2019 2020 After 2020

Total 4 7 7 6 6 36

Aircraft acquisitions

Iberia continues to invest in new fleet aiming to increase flexibility and to capture significant fuel savings.  In 2015 

Iberia received a new A330-200 aircraft and has accelerated deliveries of additional A330-200s. The first A330-

200 was delivered at the end of 2015 and nine more aircraft from this fleet will be delivered in 2016. Furthermore, 

the company will start receiving the new generation aircraft from 2018 with its first of eight A350-900 aircraft and 

A-320 NEO. Following the fleet renewal program, the company has scheduled the stand down of seven A-340-300 

during 2016 

Iberia also continues to invest in its current long-haul fleet through its refurbishment program where a new in-cabin 

product is being installed. This includes new seats for its premium economy cabin, introducing a new class 

concept. The retrofit program will start in 2016 and is due to be completed on 2017.

Aircraft financing

Iberia's existing fleet (with the exception of deliveries since 2013) has principally been financed by a mix of 

finance and operating leases.

Since the Merger, new aircraft purchases have been negotiated on an IAG Group-wide basis by IAG with a view to 

maximising discounts to list prices based on the size and scale of the IAG Group, although purchases are made and 

financed by individual airlines. Iberia's financing strategy for the financing of new aircraft is likely to continue to 

rely on operating and finance leases, with additional potential sources of financing being:

• traditional asset backed loans advanced by financial banking institutions;

• manufacturer backstop facilities; and

• the capital markets and, potentially, the Enhanced Equipment Trust Certificate (EETC) market. 

Asset backed loans

Iberia maintains a good relationship with financial institutions worldwide and it is able to raise funds as normal 

course of business.

Manufacturer backstop facilities

Iberia has access to finance for aircraft deliveries through an Airbus backstop facilities. As at 31 December 2015, 

Iberia had Airbus backstop financing available up to a total amount of €695 million.

Capital markets

Iberia continues to explore opportunities to diversify its funding base through obtaining aircraft financing in the 

capital markets, one area of which is the EETC market. The EETC is a long-established market used by US carriers 

and, more recently, British Airways became the first airline in Europe to issue an English law EETC bond in 2013.
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DISTRIBUTION

Iberia distributes its products to customers through four principal channels:

• travel agencies;

• its website (Iberia.com);

• city/airport ticket offices (CTO/ATO); and

• airline call centres.

In addition, Iberia negotiates contracts with corporate customers, typically through a travel agency. Travel agencies 

act as intermediaries between Iberia and its end customers, for which they receive a financial incentive fee. Travel 

agencies are Iberia's most important channel.

Iberia's website, CTOs/ATOs and call centres are considered to be "direct" channels, as the end customer interacts 

directly with the airline to book tickets or pay for ancillary services, rather than going through an intermediary. 

Website includes any sales made through the Iberia.com website. CTOs and ATOs are ticket offices in city centres 

or in airports that the airlines use to sell tickets directly to customers. Call centres are also used by Iberia to sell 

tickets directly to customers over the telephone.

Other smaller distribution channels include General Selling Agents (GSA), staff travel reservations and frequent 

flyer programme (FFP) redemptions. GSAs are typically third party sales representatives who gain a commission 

on airline ticket sales.

REGULATION

The airline industry is subject to a high degree of regulation covering most aspects of airline operations. These 

regulations govern commercial activity (for example, route flying rights, fare setting and access to airport slots) as 

well as operational standards (relating to areas such as safety, security, aircraft noise, immigration and passenger 

rights). For Iberia, a wide range of international, EU and Spanish regulations are relevant.

International regulation

The basis for international regulation of airline operations derives from the Chicago Convention of 1944 (the 

Chicago Convention), to which nearly all countries (including Spain) are a party. The Chicago Convention 

established the International Civil Aviation Organisation under whose auspices rules establishing minimum 

operational and safety standards are normally agreed on a multinational basis. The Chicago Convention confirms 

the principle that each state has sovereignty over the airspace above its territory, with the consequence that a state's 

permission is needed for air services to be operated to, from, over or in its territory. Airlines' rights to fly over, or 

make stops in, foreign countries for technical reasons in operating their international scheduled services are 

generally derived from the International Air Services Transit Agreement of 1944 to which most countries 

(including Spain) are a party. However, rights to carry traffic between countries and the regulation of fares are 

normally agreed on a bilateral basis between governments pursuant to an Air Service Agreement (an ASA). An 

exception to this is the multilateral single market arrangements which apply within the EU and are discussed 

below. In addition, two countries may also enter into a non-binding memorandum of understanding which 

accompanies an ASA and sets out detailed rights which are likely to be updated frequently (and therefore cannot be 

set out in a treaty).

Each ASA specifies the conditions under which the proposed services may operate in terms of the privileges 

granted by either signatory country to the airline or airlines of the other country. Accordingly, ASAs cover matters 
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such as: (i) traffic rights or "freedoms of the air" (in particular, rights to overfly a territory of a country without 

landing, rights to carry passengers or cargo to a particular country and rights to carry traffic to a third country as an 

extension of a service between the two countries which are signatories to the ASA); (ii) conditions as to capacity 

(for example, the number of flights or seats that may be operated between the two countries); and (iii) the method 

for setting fares on the route (if any). Certain ASAs place foreign ownership and control restrictions on the airlines 

operating the route.

Spain, amongst many other countries, is also a party to the Convention for the Unification of Certain Rules for 

International Carriage (the Montreal Convention). The Montreal Convention establishes a standard of airline 

liability with respect to the carriage of passengers, baggage and cargo. The airline industry is subject to a high 

degree of international, European and national government regulation covering most aspects of airline operations.

EU regulation

Multilateral Air Transport Agreements

There are no longer ASAs between EU Member States. The European Free Trade Association States and a number 

of other neighbouring countries are also party to a multilateral agreement known as the European Open Aviation 

Area. In addition, the EU has negotiated a multilateral ASA with the United States, the "EU-US Open Skies 

Agreement", permitting EU carriers to fly between any point in the EU to any point in the US with no restrictions 

on capacity, with the possibility of flying from any point in the US towards third countries (although not to another 

US point). A similar agreement has since been ratified with Canada and a third has been initialised but not yet 

ratified with Brazil. Brazil has requested its revision and negotiations are still pending.

EU Emissions Trading Scheme

Under the United Nations Framework Convention on Climate Change and the Kyoto Protocol, certain contracting 

states entered into obligations to control and reduce the emission of greenhouse gases. To comply with its 

obligations under public international law, the EU introduced the Emissions Trading Scheme (ETS) in 2003 to 

limit greenhouse gas emissions and the trading of allowances which applies to certain industrial installations. The 

ETS was introduced in 2012 for intra-EU flights with the original intention to extend the scheme outside the EU in 

2014, although this expansion has been suspended at least until 2016. See '"Risk factors—Risks relating to 

Iberia— Air traffic and the aviation industry are heavily regulated and Iberia's ability to comply with all 

applicable regulations is key to its future operational and financial performance".

Other laws and restrictions

Iberia is affected by wide range of EU policies, laws and regulations, including in relation to safety, security, 

aircraft operations, airline ownership, slot allocation, ground handling, competition, airport charges, consumer 

protection, insurance, environmental protection (see "Environmental regulation" below) and air traffic control.

National regulation

Iberia has in force an air operators certificate (granted by the State Air Safety Agency (AESA) on 19 January 2010 

and valid for an indefinite term) and an operating license (granted by AESA on 16 February 2009 and valid for an 

indefinite term, subject to compliance with the conditions required for its grant and to the possession of a valid and 

in-force air operators certificate) necessary to be able to operate its aircraft and carry passengers, goods and/or 

mail.
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Air Services Agreements

As there are no longer bilateral ASAs between EU Member States, any EU-owned and controlled airline (such as 

Iberia) may operate air services between and within any Member States without any restrictions on capacity, 

frequencies and fares. At 31 December 2014, Spain was party to 94 ASAs or memoranda of understanding with 

other non-EU countries.

Environmental legislation

Within Spain, Iberia is subject to a wide range of environmental legislation, including the Environmental Liability 

Law 26/2007, of 23 October 2007, which regulates the responsibility of certain economic operators with a view to 

preventing, avoiding and remedying environmental damage, pursuant to the principles of prevention and "polluter 

pays". There is also specific legislation regulating noise pollution and legislation giving effect to the EU ETS as it 

applies to aviation services within the EU.

Other laws and restrictions

When ASAs which are signed by Spain stipulate that the appointed carrier must be under Spanish ownership and/or 

effective control, restrictions may also be imposed on that carrier's exercise of air services (deriving from the same 

ASAs). Section 86 of Royal Decree 14/2000 imposes certain restrictions on foreign persons acquiring shares in 

Spanish carriers in order to protect a carrier's operating licence and ability to continue to provide its air services 

under the relevant ASAs.

There is a wide range of other Spanish legislation relevant to Iberia, including legislation relating to safety, 

inspections, owner nationality, ground handling services, incident notification, crew hours and equipment 

requirements.

ENVIRONMENT

Environmental protection is one of Iberia's corporate priorities. The company strives relentlessly to maintain a 

balance between the development of its business activities and their impact on the environment.

To ensure correct management of these aspects, Iberia defines and updates a number of measures including the 

implementation of environmental management systems; training, motivation and environmental awareness of its 

employees; periodic internal controls and environmental audits; and collaboration and participation in 

environmental affairs along with its stakeholders.

In relation to its flight operations, Iberia seeks to factor environmental variables into its fleet renewal processes, 

adopt best practices in its aircraft operations, bring its flight schedules into line with changes in demand, and 

allocate aircraft and optimise load factors, which allow it to reduce emissions, especially the greenhouse gas 

emissions associated with climate change. Iberia's activities on the ground are guided by measures designed to 

make continual improvements through certified environmental management systems in place in its airport services 

and aircraft maintenance divisions (ISO 14001/AEN0R).

Iberia also collaborates on various national and international taskforces that analyse, promote and disseminate best 

environmental practices in the airline industry. For example, Iberia participates in the pan-European SESAR 

programme for the development and implementation of the Single European Sky, with a view to easing air traffic 

congestion, and making flying more environmentally friendly.
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Environmental Management

The implementation and maintenance of environmental management systems enable the company to develop its 

environmental policy and reach the management goals it has set. Iberia's existing environmental management 

systems are outlined below:

During 2014, Iberia's CO2 emissions monitoring and reporting system for intra-European flights and ground 

operations (industrial areas) was audited by AENOR according to the European emissions allowance system.

In 2014 the Iberia fleet also complied with the international environmental standards established by the 

International Civil Aviation Organisation (ICAO) on noise emissions and air quality below an altitude of 900 

metres in the vicinity of airports.

The Integrated Quality and Environment System of Iberia's airport services has been certified by AENOR under 

ISO 9001 and ISO 14001, respectively. This is unique in that it encompasses in a single integrated system the 

operations of over 30 stations throughout the national airport network. Iberia also has a Management System 

certified under ISO 14001 for its MRO operations in Madrid and Barcelona. This is one of the broadest 

certifications ever awarded by AENOR in terms of area and the variety of environmental aspects covered. These 

certificates require a huge human and material effort: environmental analysis, adequate documentation, training, 

awareness and preparation of installations, and internal and external audits, among other aspects.

Iberia works jointly with its principal service providers to reduce environmental impacts within the supply chain. 

Most of our suppliers are included under Iberia's environmental certification (ISO 14001) or have their own 

certified environmental management services. These systems assess the real and potential environmental aspects 

and establish controls to mitigate them.

Iberia also updated its internal environmental risk map in 2014 and in 2015 it plans to begin a supplier 

environmental rating system on a local and international level, to rate the environmental impacts of suppliers and 

establish levels of priority in respect of environmental risk.

INFORMATION TECHNOLOGY

Iberia makes extensive use of information technology systems and works together with third-party providers of 

information technology and similar services, as well as using some internally developed software. Iberia's systems 

are mainly used for its business and revenue management and sales activities.

Iberia's Global Business Services operating plan has the ambitious goal of providing world class services to the 

operating companies in an efficient, single process. So far, a significant number of finance transactional processes 

have been consolidated via Iberia's outsourced business partner, which has allowed Iberia to manage these services 

in a more cost effective way.

The next phase for Iberia is to look at the underlying enabling technology and investigate ways in which deeper 

integration can be developed between the systems and processes across its group. The aim of this phase is to move 

Iberia's current local processes to an integrated GBS approach with standardised information and higher degrees of 

automation, subject to meaningful consultation.

To commence this process and further explore the proposal, Iberia has launched the GBS Transform Programme 

for finance, decision support, procurement and IT.

INSURANCE

Iberia has a broad insurance programme to cover both its aviation and its non-aviation activities. 
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Aviation activities

Iberia insures its aircraft fleet according to the practices followed by other major carriers in the industry and 

pursuant to applicable legislation as regards the payment of compensation, including the Warsaw and Montreal 

Conventions and various EU regulations. The insurance is documented in three policies: Hull and Liability 

Insurance; Hull - War Insurance; and Excess Liability Insurance resulting from war risks. These policies offer 

worldwide coverage for any damage resulting from ordinary aviation risks, including during flights and taxiing. 

Compensation to passengers for cancellations, delays and overbooking are not covered by Iberia's policies and 

support.

When a loss occurs, the insurer bears the relevant compensation and damages in accordance with the terms 

established in the policies. Aviation insurance policies have deductible limits by type of aircraft, over and above 

which the insurer must pay the relevant amount of indemnification.

Non-aviation activities

Iberia's non-aviation insurance policies include:

• a property damage insurance policy covering Iberia's assets in Spain and worldwide;

• an environmental liability insurance policy;

• a general liability insurance policy including third-party operating liability, third-party leasehold 

liability, professional liability, third-party liability for accidental and sudden pollution and third-party employer 

liability; and

• a directors' and officers' liability insurance policy. 

LITIGATION

Court and arbitral proceedings

Iberia has provisions to an amount of €133 million to cover the legal risks and various types of possible liability, 

relating to litigation and tax assessments pending resolution. The provisions have been made in accordance with 

the best information available, and the directors of Iberia deem the above amount to be sufficient.

Except as provided below, there are no governmental, legal or arbitral proceedings (including any such proceedings 

which are pending or threatened of which Iberia is aware) take have or are taking place during the 12 months 

before the date of this document, which may, or have recently, significantly affected Iberia's financial position or 

profitability.

The governmental, legal or arbitral proceedings involving amounts greater than €10,000,000 to which Iberia is a 

party are set out below.

Assessment signed on a contested basis:

Non-resident Income Tax (2003-2004)

On 30 October 2008, Iberia was issued an assessment, which it signed on a contested basis, by the Inspection 

Department of the Large Taxpayers Central Office, for non-resident income tax withholdings and pre-payments for 

the tax periods 2003 (March to December) and 2004 (January to December) in relation to payments made under 

certain aircraft leases. The amount of the claim is €29,258,458.33 (including tax payable and initial late-payment 
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interest). This figure will be increased by interest during the suspension period and shall accumulate until the 

lawsuit is resolved. The provision recorded adequately covers the risk that Iberia has estimated it will incur.

The basis of the claim against Iberia is that, although the tax bases reported were correct, Iberia should have 

applied withholdings on the payments made to non-residents under the aircraft leases because the exemption 

established in the Spanish tax legislation was not fully applicable as the aircraft were used both in international and 

national air navigation. The withholdings should apply to the proportionate part of the income derived from the use 

of the leased aircraft in national air traffic. Iberia does not share the view of the Inspection Department and 

maintains that the exemption envisaged in the law should be interpreted in the sense that the exemption is 

applicable to aircraft that are essentially used in international air navigation, in a similar manner to the provisions 

in this regard in VAT legislation. 

On June 2015, the Audiencia Nacional ruled in favour of Iberia, based on formal grounds. It held that the legal 

action against Iberia had elapsed. The Spanish Public Body in charge of the taxation filed a cassation appeal in July 

2015.  A ruling in this dispute is expected in the short term.

Non-resident Income Tax (2008-2009)

The Inspection Department of the Large Taxpayers Central Office finished administrative proceedings against 

Iberia relating to Non-Resident's Income Tax, withholdings and payments on account relating to tax periods 2008 

to 2009 for bare hull aircraft lease payments. The amount involved in this issue stands at €15,471,926.79.

On 7 January 2014, Iberia filed an Economic-Administrative Claim before the Central Economic Administrative 

Tribunal (TEAC). On June 2015, the Central Economic Administrative Tribunal (TEAC) ruled in favour of the 

Spanish Public Body in charge of the taxation. Iberia appealed the decision on July 2015. 

Personal Income Tax assessment on remuneration in kind (free tickets) 2008-2010

The Inspection Department of the Large Taxpayers Central Office finished administrative proceedings against 

Iberia, which related to "Amounts paid on account of Personal Income Tax" for the years 2008-2010. The amount 

involved in this issue stands at €14,996,742.41. AEAT claims that the stand-by tickets, delivered to the employees 

as a remuneration in kind, have to be valued at the same price as commercial bookings. Iberia filed, on 23rd 

December 2013, an Economic-Administrative Claim before the TEAC in which the TEAC has ruled in favour of 

Iberia due to formal reasons. 

On this basis in November 2015 the AEAT reopened the administrative proceeding against Iberia.
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MANAGEMENT AND EMPLOYEES

MANAGEMENT 

Board of Directors

Members of Iberia's Board of Directors (the "Board") are elected by its shareholders in accordance with applicable 

Spanish regulations and Iberia's constitutional documents. The Board is responsible for the overall management of 

Iberia. It is also responsible for setting the goals and strategies necessary to achieve those goals and for monitoring 

the implementation of the strategies by the Iberia's executive management.

The Board comprises of nine members. Members are appointed for one-year terms and can be voted for and 

appointed for any number of successive terms.

The table below shows the members of the Board and their titles at the date of this Base Prospectus.

Name Title

Luis Gallego Martín ............................................................................ Chairman and Chief Executive Officer

Jorge Pont Sánchez ............................................................................. Vice Chairman

José Antonio Barrionuevo................................................................... Director

Inmogestión y Patrimonios, S.A., represented by Paulo Santa Marta . Director

Julia Simpson ...................................................................................... Director

Valoración y Control, S.L., represented by Antonio San Segundo

Hernando............................................................................................. Director

Carlos Pelegín Fernández.................................................................... Director

Marco Sansavini.................................................................................. Director

Rafael Jiménez Hoyos......................................................................... Director

Neil Alan Chernoff.............................................................................. Director

The business address of each member of the Board is Martinez Villergas 49, 12a planta Sur, Madrid 28027, Spain. 

No member of the Board has any actual or potential conflict of interest between his duties to the Company and his 

private interests and/or other duties.

Brief details of each member of the Board are set out below.

Luis Gallego Martín 

Please see below. 

Jorge Pont Sánchez

Jorge was appointed to the Board of Directors of IBERIA, L.A.E, SA, on 23 March 2000, as an Institutional 

Outside Director (nominated from El Corte Inglés). Following the merger, he was appointed Institutional Outside 

Director of the Board of Directors of IBERIA, L.A.E, Sociedad Anónima Operadora (nominated from 

GARANAIR where he has been Chairman since 27 March 2013). On 1 September 2011 he was appointed Vice-

Chairman of the Board of Directors of IBERIA, L.A.E Sociedad Anónima Operadora.
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Jorge has a Law degree and was an Assistant Professor of Commercial Law at the Law and Economic Sciences 

Schools at the University of Barcelona from 1960 until 1964. In 1965, he joined El Corte Inglés where, currently, 

he is Assistant to the Chairman and Director of International Affairs. Jorge is also a trustee of the Ramón Areces 

Foundation. Jorge has considerable boardroom experience and is also Chairman of the Board of Directors for 

Sephora Cosméticos de España, a member of the Board of Directors for Parque Temático de Madrid, S.A, a 

member of the Board of Directors for Ayre Hotels and Vice-Chairman of the Spanish Committee of the 

International Chamber of Commerce (ICC).

José Antonio Barrionuevo

Please see below.

Inmogestión y Patrimonios, S.A., represented by Paulo Santa Marta

With a degree in Economics and Business Studies from the Universidade Nova of Lisbon, and a Chemical 

Engineering degree from the Technical Institute of Lisbon, Paulo has also undertaken numerous graduate programs 

from INSEAD (Young Managers Program) and IE (Program Management Development) business schools.

Paulo has over 25 years of experience in both investment banking and retail banking. This includes the direct 

management of a diversified universe of M&A, project financing and equity and debt capital markets transactions 

in Europa, USA and Latin America.

Currently Head of BFA/Bankia Group's Legacy Unit, Paulo manages the following areas: the divestment of the 

non-core equity stakes controlled by BFA/Bankia Group (both real estate and non-real estate companies); sale of 

Bankia's structured portfolios of assets and non-core lending activities; and management of Bankia's REO 

portfolio.

Paulo is and has been a board member of several listed and non-listed companies (both in Spain and abroad). These 

companies include: City National Bank of Florida; Realia Business; Globalvía Infraestructuras; and Ahorro 

Corporación.

Julia Simpson

Appointed in January 2011. Julia is responsible for global communications, government relations and executive 

administration and business services. Julia was previously Head of Corporate Communications at British Airways 

from 2007.

Prior to British Airways, Julia was adviser to the UK Prime Minister on strategic communication issues. She held a 

number of key communication positions in government and the public sector, including: assistant chief executive at 

the London Borough of Camden; and head of communications at the Communication Workers Union. She started 

her career as a journalist. She is a graduate of Warwick University in Spanish and European Studies.

She is on the Board of both British Airways and Iberia.

Valoración y Control, S.L., represented by Antonio San Segundo Hernando

Antonio holds a PhD degree in Engineering from Universidad Politécnica de Madrid. He has a Degree and MSc in 

Industrial Engineering having also earned a MBA and finished an Advanced Management Program (AMP) at the 

Instituto de Empresa in Madrid.

Antonio San Segundo has over on 17 years’ experience in the energy and banking industry having held different 

senior and Director’s roles in corporate development, M&A and structured finance in Europe. Since 1998 he has 
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worked in the Energy (Electricity, Renewables & Gas) industry in Europe in different Corporate and Investment 

Positions. Until March 2008 he was Head of Acquisitions and Alliances at Spanish multinational Union Fenosa. He 

joined Bankia (formerly Caja Madrid) in 2008 with responsibilities in origination and deal execution of acquisition 

finance and structured finance deals both in North America and Europe. During 2011-2012 he was head of 

PPP/PFIs in Bankia leading the practice of public-private partnership infrastructure services finance. 

Since March 2013 he has been responsible for different areas of the Legacy Unit of the Bank, managing the 

Industrial portfolio, PE Funds and Real Estate Business Group. Currently Antonio is the Managing Director Head 

of the portfolio of non-core equity stakes of the Bank and the Real Estate Business. Antonio was appointed to the 

Board of Directors of IBERIA in 2015 and has been a member of the Board of Directors of several listed and non-

listed industrial and management funds companies in Bankia's portfolio (Deoleo, Globalvia and BankiaHabitat).

Carlos Pelegrín Fernández

Please see below.

Marco Sansavini

Please see below.

Rafael Jiménez Hoyos

Please see below.

Neil Alan Chernoff

Please see below.

Board committees

The Board has established two committees:

• the Remuneration Committee; and

• the Safety Committee. 

Remuneration Committee

The Remuneration Committee is responsible for, among other things, the discussion, proposal and periodic review 

of the remuneration and incentive packages offered to each Board member and senior executive of Iberia and to 

ensure that such remuneration packages are fair both to Iberia and the individuals concerned. The members of the 

Remuneration Committee are Jorge Pont Sánchez, Chairman; Valoracion y Control, S.L., represented by Octavio 

Sánchez-Laguna; and Inmogestion y Patrimonios, S.A., represented by Paulo Santa Marta.

Safety Committee

The Safety Committee is responsible for, among other things, receiving and reviewing material safety information 

about Iberia and any of its subsidiaries, franchises, code shares or wet lease providers and exercise a high level 

overview of the safety activities and resources which Iberia has in place while keeping other members of the Board 

informed as appropriate. . The members of the Safety Committee are Jorge Pont Sánchez, Chairman; Luis Gallego 

Martín; and Rafael Jiménez Hoyos.
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Executive management

Iberia's Executive Management team is responsible for the day to management of Iberia in accordance with the 

strategies and goals set by the Board.

The table below shows the members of the Executive Management team and their titles.

Name Title

Luis Gallego Martín Chief Executive Officer

Neil Alan Chernoff Network Planning Alliances Director 

Juan Cierco Jiménez de Parga Communications & Institutional Director

José Antonio Barrionuevo Chief Financial Office

Marco Sansavini Chief Commercial Officer

Carlos Pelegrín Fernández Corporate Director

Rafael Jiménez Hoyos Chief Operating Officer

Ángel Felipe Marcos Fernández

André Wall

Chief Airport Services Officer

Chief Technical Officer

The business address of each member of the Executive Management team is Martinez Villergas 49, 12ª planta Sur, 

Madrid 28027, Spain. No member of the team has any actual or potential conflict of interest between his duties to 

the Company and his private interests and/or other duties.

As of 17 May 2016, Mrs. Lourdes Máiz Carro, effectively resigned as Legal Director and secretary of the Board. 

The legal department shall report to Mr. José Antonio Barrionuevo until a replacement for Mrs. Máiz has been 

designated by the Board which is being actively sought by Iberia.

Brief details of each member of the Executive Management team are set out below. 

Luis Gallego Martín

Appointed as Chief Executive Officer in March 2013. Luis also became Chairman of Iberia in January 2014. Since 

his appointment, Luis has been working to implement -Iberia's Plan de Transformation to restore profitability and 

ensure the future viability of the Spanish airline, as well as to improve Iberia's efficiency and customer service.

Previously Luis launched Iberia Express, where he was Chief Executive from January 2012. The carrier has since 

become one of the most efficient and punctual airlines in Europe. Luis was also Chief Operating Officer at Vueling 

from 2009, when the airline merged with Clickair.

At Vueling, Luis was responsible for flight operations, training, quality and safety, maintenance and ground 

handling operations with a fleet of 47 aircraft and more than 1,600 employees.

Luis worked at Clickair, the low cost airline from 2006 to 2009. Until its merger with Vueling, Clickair was the 

fastest growing European airline. Between 1997 and 2006, he held various positions at the regional Spanish carrier 

Air Nostrum. He started his career at BDE, an engineering and services company.
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Neil Alan Chernoff

Neil became Vice-President of Network Planning and Scheduling at Iberia in 2013 and since June 2014 he has held 

his current position as Network Planning Alliances Director. He is responsible for implementation change and 

redesign of the current and future network of Iberia.

Neil originally joined International Consolidated Airlines Group, the holding company of Iberia, in 2012 as a 

Senior Director of Strategy, he took on his current role at Iberia in 2013 as part of the Iberia Restructuring 

Programme.

Neil was previously a consultant at Bain and Company in Bain's Aviation Consulting Group, and in 2008 was 

named Director of Strategy at AAR CORP.

He started his career at Donaldson, Lufkin and Jenrette in their Investment Banking Division in Chicago and in 

then in their DLJ Merchant Banking Group in Buenos Aires.

Neil holds a Bachelor of Economics degree from the Wharton School of Business and a Bachelor of Science in 

Engineering degree from the University of Pennsylvania, he also has an MBA from the Kellogg School of 

Management at Northwestern University.

Juan Cierco Jiménez de Parga

Juan was appointed in February 2014 and is responsible for Iberia's external and internal communications as well 

as institutional relations.

Before joining Iberia, Juan held an identical position at Gamesa Corporation Tecnológica, having worked 

previously in the communications and institutional relations department of Inditex S.A.. Juan also previously 

worked as General Director for International Information under the Secretary of State for Communications in the 

previous Spanish government which was headed by Premier Jose Luis Rodríguez Zapatero.

Earlier in his career, Juan worked as a journalist and correspondent for the daily newspaper ABC, the television 

network Tele 5, and the radio broadcaster Punto Radio. He is a member of several professional associations and is 

currently the chairperson for Internationalisation in the Spanish Association of Communications Executives. He 

has a journalism degree from Madrid's Complutense University.

José Antonio Barrionuevo 

Jose Antonio Barrionuevo is the Strategic Planning and Finance Director of Iberia. He joined Iberia in 2013 to lead 

the Strategic Planning and the Plan of Future Office, the roadmap that the company is following to transform Iberia 

into a profitable, competitive company and with future.

José Antonio has a wide financial experience, having worked for six years at JP Morgan and Deutsche Bank in the 

United Kingdom and the USA. Afterwards, he was Junior Partner of McKinsey in Madrid. 

He has a double degree in Business Administration and Law from the Pontifical University of Comillas - ICADE 

E3 as well as a MBA from INSEAD Fontenebleau.

Marco Sansavini

Marco Sansavini joined Iberia in December 2012 as Chief Commercial Officer. Since then Marco has been 

working on transforming Iberia's commercial approach as part of Iberia's turnaround plan, with the aim to bring 
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Iberia's revenues to the level necessary to ensure Iberia's sustainability and transform the customer experience and 

perception which Iberia provides.

Marco has extensive international experience in the airline industry. Before joining Iberia, he worked at the launch 

of Alitalia LAI from 2009, first as EVP Sales & Distribution and afterwards as Chief Strategy Officer. Before that 

Marco worked in the Air France - KLM Group, where he held the position of VP Global Business (2005-2008) and 

then Commercial Director for Europe (2008-2009).

Marco started his career working in consultancy and entered into the airline industry in 1995 with KLM. He held 

various positions in the KLM Group between 1995 and 2004 such as: Marketing Director for South Europe; Sales 

Integration Manager for KLM-Alitalia; General Manager for KLM Switzerland and Austria; and General Manager 

KLM France.

Marco has an Economics degree from Bologna University and an MBA from IMD Lausanne. 

Carlos Pelegrín Fernández López

Carlos joined Iberia in 2012 as HR Development Director and since then he has held various positions in the area 

until his appointment as People Director in January 2016.

Before joining the IAG group, Carlos was Talent Management Manager in Orange (2010-2012), HR Development 

and Innovation Director at Telefónica (2001-2009) and Selection, Training and Development Director at Caja 

Madrid (1996-2001). He previously worked in consulting and in the New Sales department at ZARDOYA OTIS.

Carlos holds a degree in Business Administration by the UAM, International MBA by IADE, Master in Banking 

and Stock Exchange by IADE, Master in Human Resources by EUROFORUM INSEAD and PDG by IESE.

André Wall

André Wall is the Technical Director of Iberia. He is Manufacturing Engineer by TFH Technical University, 

Germany. He has a wide experience in development and implementation of international commercial product sales 

and marketing strategies, having led technical and commercial projects in alignment with organizational goals, 

market needs and contractual commitments.

André began his career at BMW Automotive and afterwards in BMW Rolls-Royce Aero Engines, During the last 

ten years he has worked for several companies related to the aviation maintenance business as Jet Aviation or MTU 

Maintenance where he set up a production and procurement organization for definition, development and 

implementation of all strategic and technical functions necessary to satisfy reliability of products and shortest 

possible lead-time in an engineering driven environment. Since 2011 until he entered Iberia, he has been CEO and 

President at SR Technics.

Rafael Jiménez Hoyos

On May 2013, Rafael was appointed to the position of Chief Operating Officer.

Rafael was previously Flight Operations Postholder at Iberia Express from 2012 and before that he held the same 

role at Vueling from 2009. During the merger between Vueling and Clickair, Rafael assumed the position of 

Quality and Safety Assurance Postholder. He was Crew Training Postholder in Clickair from 2006.

Rafael began his career in the Spanish Air Force as a fighter pilot in 1992 and he is currently an A-320 

Commander. Additionally, Rafael works as an instructor and examiner (TRI and TRE) of this fleet.
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Angel Felipe Marcos Fernández

Angel Marcos is an Aeronautical Engineer who graduated from the UPM. He has completed the Master Business 

Management Programme (PADE) at the IESE School. He is also presently an associate professor on the subject of 

'Ground Operations Management' within the 'Aeronautical Management' degree course for the Universidad 

Autónoma of Madrid and is a collaborator in the Masters course in Aeronautical Management at the Universidad 

Autónoma of Barcelona.

Professionally, from 1999 until 2012 Angel held various positions in flightcare. He worked as a quality, health and 

safety manager from 1999 until 2001 and subsequently as a control & planning director from 2001 until 2003. 

From 2003 to 2006, Angel worked as operations director until he became Deputy Managing Director in 2006 and 

then Managing Director in 2009 - a post he held until 2012.

Angel has worked for Iberia since 2012. Since 2013 he has worked as Iberia's Chief Airport Services Officer. 

Angel has been appointed to manage the operations at 40 airports in Spain and also to manage relations with 

Iberia's company partners.

EMPLOYEES

As at 31 December 2015, Iberia had 16,177 employees, compared to 16,907 at 31 December 2014. There was a 

reduction in the number of employees which reflects the labour force restructuring agreed as part of Plan de 

Transformation. Iberia expects further reductions in the coming years as part of the agreements reached with the 

unions.

In addition to staff reductions, Iberia entered into structural agreements with the various unions that represent its 

workforce providing for productivity improvements, salary reductions and a salary freeze until 2015 with future 

increases after that linked to profitability, Iberia's new pay scales, possible further voluntary exits and agreement in 

relation to the future growth of Iberia Express.
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TAXATION

The following summary does not purport to be a comprehensive description of all the tax considerations that 

may be relevant to a decision to acquire, hold or dispose of the Notes, and does not purport to deal with the 

tax consequences applicable to all categories of investors, some of whom may be subject to special rules. 

Prospective investors who are in any doubt as to their position should consult with their own professional 

advisers.

Taxation in Spain

The following summary describes the main Spanish tax implications arising in connection with the 

acquisition and holding of the Notes by individuals or entities who are the beneficial owners of the Notes (the 

“Noteholders” and each a “Noteholder”).

All the tax consequences described in this section are based on the general assumption that the Notes are 

initially registered for clearance and settlement in Euroclear and Clearstream, Luxembourg.

Prospective purchasers of the Notes should consult their own tax advisors as to the tax consequences, 

including those under the tax laws of the country of which they are resident, of purchasing, owning and 

disposing of Notes.

The information provided below does not purport to be a complete summary of tax law and practice currently 

applicable in the Kingdom of Spain and is subject to any changes in law and the interpretation and application 

thereof, which could be made with retroactive effect.

1 Introduction

This information has been prepared in accordance with the following Spanish tax legislation in force at the 

date of this Base Prospectus:

(a) of general application, First Additional Provision of Law 10/2014, of 26 June, on regulation, supervision 

and solvency of credit entities (“Law 10/2014”) (formerly Law 13/1985 of 25 May), as well as Royal 

Decree 1065/2007, of 27 July, approving the General Regulations of the tax inspection and management 

procedures and developing the common rules of the procedures to apply taxes (“Royal Decree 

1065/2007”), as amended by Royal Decree 1145/2011 of 29 July (“Royal Decree 1145/2011”);

(b) for individuals resident for tax purposes in Spain who are Personal Income Tax (“PIT”) tax payers, Law 

35/2006, of 28 November, on the PIT and on the partial amendment of the Corporate Income Tax Law, 

Non-Resident Income Tax Law and Wealth Tax Law, as amended by Law 26/2014 of 27 November and 

Royal Decree-Law 9/2015, of 10 July (the “PIT Law”), and Royal Decree 439/2007, of 30 March 

approving the PIT Regulations which develop the PIT Law, as amended, along with Law 19/1991, of 6 

June on Wealth Tax (“Wealth Tax Law”), as amended most recently by Law 48/2015, of 29 October

(“Law 48/2015”), and Law 29/1987, of 18 December on Inheritance and Gift Tax (“Inheritance and 

Gift Tax Law”), as amended;

(c) for legal entities resident for tax purposes in Spain which are Corporate Income Tax ("CIT") taxpayers, 

Law 27/2014 of 27 November on Corporate Income Tax, as amended by Royal Decree-Law 9/2015, of 

10 July (the “CIT Law”), and Royal Decree 634/2015, of 10 July, promulgating the CIT Regulations, as 

amended (the “CIT Regulations”); and

(d) for individuals and entities who are not resident for tax purposes in Spain which are Non-Resident 

Income Tax (“NRIT”) taxpayers, Royal Legislative Decree 5/2004, of 5 March, promulgating the 

Consolidated Text of the NRIT Law, as amended by Law 26/2014 of 27 November, as amended by 



86

Royal Decree-Law 9/2015, of 10 July, and Royal Decree 1776/2004, of 30 July, promulgating the NRIT 

Regulations, as amended along with Wealth Tax Law, as amended most recently by Law 48/2015, and 

Inheritance and Gift Tax Law, as amended.

Whatever the nature and residence of the Noteholder, the acquisition and transfer of the Notes will be exempt 

from indirect taxes in Spain, for example, exempt from Transfer Tax and Stamp Duty, in accordance with the 

consolidated text of such tax promulgated by Royal Legislative Decree 1/1993, of 24 September, and exempt 

from Value Added Tax, in accordance with Law 37/1992, of 28 December, regulating such tax.

2 Spanish tax resident individuals

2.1 Personal Income Tax (Impuesto sobre la Renta de las Personas Físicas)

Both interest periodically received and income deriving from the transfer of the Notes constitute a return on 

investment obtained from the transfer of own capital to third parties in accordance with the provisions of 

Section 25.2 of the PIT Law, and must be included in the PIT savings taxable base of each investor and taxed 

currently at 19 per cent for taxable income up to €6,000; 21 per cent for taxable income between €6,001 and 

€50,000, and 23 per cent for taxable income exceeding €50,000. 

As a general rule, both types of income may be subject to the corresponding withholding tax on account of 

Spanish PIT, at the applicable tax rate (currently 19 per cent). However, article 44 of Royal Decree

1065/2007, as amended by Royal Decree 1145/2011, establishes simplified information procedures applicable 

to debt instruments issued under Law 10/2014 under which interest payments will be paid by the Issuer to the 

Fiscal Agent free of withholding tax, provided that such information procedures are complied with, as 

described in “Disclosure Obligations in connection with payments on the Notes”. 

Nevertheless, withholding tax at the applicable rate (currently 19 per cent) on interest payments may be 

deducted by other entities (such as depositaries or financial entities), provided that such entities are resident 

for tax purposes in Spain or have a permanent establishment in Spanish territory. Furthermore, in this case 

PIT taxpayers would be subject to withholding tax upon transferring the Notes on the difference between the 

transfer price and the acquisition cost of those securities.

Amounts withheld, if any, may be credited by the relevant investors against their final PIT liability.

2.2 Wealth Tax (Impuesto sobre el Patrimonio)

According to Wealth Tax Law (subject to any exceptions provided under relevant legislation in each 

autonomous region (Comunidad Autónoma)), the net worth of any Spanish tax resident individuals in excess

of €700,000 is subject to Wealth Tax in respect of tax year 2016. 

Therefore, investors who are Spanish tax resident individuals should take into account the value of the Notes 

which they hold as at 31 December 2016 for the purposes of Spanish Wealth Tax, the applicable rates ranging 

between 0.2 per cent. and 2.5 per cent. (subject to any exceptions provided under relevant legislation in each 

autonomous region (Comunidad Autónoma)). Under Law 48/2015, which amended Wealth Tax Law, Wealth 

Tax is scheduled to be removed from 1 January 2017 onwards.

2.3 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Individuals resident in Spain for tax purposes who acquire ownership or other rights over any Notes by 

inheritance, gift or legacy will be subject to the Inheritance and Gift Tax in accordance with the applicable 

Spanish regional or State rules (subject to any regional tax exemptions being available to them). The 

applicable effective tax rates currently range between 7.65 per cent. and 81.6 per cent (subject to any specific 

regional rules), depending on relevant factors.
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3 Spanish tax resident legal entities

3.1 Corporate Income Tax (Impuesto sobre Sociedades)

Both interest periodically received and income deriving from the transfer of the Notes must be included as 

taxable income of Spanish tax resident legal entities for CIT purposes in accordance with the rules for this 

tax, being typically subject to the standard rate of 25 per cent, with lower or higher rates applicable to certain

categories of taxpayers.

According to article 44 of Royal Decree 1065/2007, as amended by Royal Decree 1145/2011, the Issuer is not 

obliged to withhold any tax amount on interest payments made under the Notes provided that the new 

simplified information procedures (which do not require identification of the Noteholders) are complied with 

by the Fiscal Agent, as described in section “Disclosure Obligations in connection with Payments on the 

Notes”.

Income derived from the transfer of the Notes shall not be subject to withholding tax as provided by Section 

61(s) of the Corporate Income Tax Regulations, to the extent that the Notes satisfy the requirements laid down 

by the reply to the Directorate General for Taxation’s (Dirección General de Tributos) consultation, on 27 

July 2004, indicating that in the case of issuances made by entities with tax residency in Spain (as in the case 

of each of the Issuers), application of the exemption requires that the Notes be placed outside Spain in another 

OECD country and traded on organised markets in OECD countries. 

Amounts withheld, if any, may be credited by the relevant investors against their final CIT liability.

3.2 Wealth Tax (Impuesto sobre el Patrimonio)

Legal entities are not subject to Wealth Tax.

3.3 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Legal entities resident in Spain for tax purposes which acquire ownership or other rights over the Notes by 

inheritance, gift or legacy are not subject to the Inheritance and Gift Tax but must include the market value of 

the Notes in their taxable income for Spanish CIT purposes.

4 Individuals and legal entities tax resident outside Spain

4.1 Non-Resident Income Tax (Impuesto sobre la Renta de No Residentes)

(A) Acting through a permanent establishment in Spain

Ownership of the Notes by investors who are not resident for tax purposes in Spain will not in itself 

create the existence of a permanent establishment in Spain.

If the Notes form part of the assets of a permanent establishment in Spain of a person or legal entity 

who is not resident in Spain for tax purposes, the tax rules applicable to income deriving from such 

Notes shall be, generally, the same as those previously set out for Spanish CIT taxpayers.

(B) Not acting through a permanent establishment in Spain

Both interest payments periodically received and income deriving from the transfer, redemption or 

repayment of the Notes, obtained by individuals or entities who are not resident in Spain for tax 

purposes, and who are NRIT taxpayers with no permanent establishment in Spain, are exempt from 

NRIT, on the same terms laid down for income from public debt.
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In order for the exemption to apply, it is necessary to comply with certain information obligations 

relating to the Notes, in the manner detailed under “Disclosure obligations in connection with 

payments on the Notes" as laid down in Article 44 of Royal Decree 1065/2007, as amended by Royal 

Decree 1145/2011. If these information obligations are not complied with in the manner indicated, the 

Issuer will withhold 19 per cent and the Issuer will not pay additional amounts.

4.2 Wealth Tax (Impuesto sobre el Patrimonio)

Individuals resident in a country with which Spain has entered into a double tax treaty in relation to the 

Wealth Tax will not be generally subject to such tax on the Notes. Otherwise, under current Wealth Tax 

regulations non-Spanish resident individuals whose properties and rights located in Spain (or that can be 

exercised within the Spanish territory) exceed €700,000 will be subject to Wealth Tax during year 2016, the 

applicable rates ranging between 0.2 per cent. and 2.5 per cent. However, as the income derived from the 

Notes is exempted from NRIT, any non-resident individuals holding the Notes as of 31 December 2016 will 

be exempted from Spanish Wealth Tax in respect of such holding. Furthermore, under Law 48/2015, which 

amended Wealth Tax Law, Wealth Tax is scheduled to be removed from 01 January 2017 onwards.

Legal entities tax resident outside Spain are not subject to Spanish Wealth Tax.

4.3 Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Individuals not tax resident in Spain who acquire ownership or other rights over the Notes by inheritance, gift 

or legacy, and who are tax resident in a country with which Spain has entered into a double tax treaty in 

relation to Inheritance and Gift Tax will be subject to the relevant double tax treaty.

If the provisions of the foregoing paragraph do not apply, such individuals will be subject to Inheritance and 

Gift Tax in accordance with the applicable Spanish regional and State legislation described above.

Legal entities not tax resident in Spain which acquire ownership or other rights over the Notes by inheritance, 

gift or legacy are not subject to the Inheritance and Gift Tax. They will be subject to NRIT (as described 

above). If the entity is resident in a country with which Spain has entered into a double tax treaty, the 

provisions of such treaty will apply. In general, double tax treaties provide for the taxation of this type of 

income in the country of residence of the beneficiary.

5 Disclosure obligations in connection with payments on the Notes

The Issuer is currently required by Spanish law to gather certain information relating to the Notes. In 

accordance with Article 44 of Royal Decree 1065/2007, as amended by Royal Decree 1145/2011, certain 

information with respect to the Notes must be submitted by the Fiscal Agent to the Issuer at the time of each 

payment (or, alternatively, before the tenth calendar day of the month following the month in which the 

relevant payment is made).

Such information includes the following:

(a) Identification of the Notes (as applicable) in respect of which the relevant payment is made; 

(b) the date on which the relevant payment is made;

(c) total amount of income from the Notes; and

(d) total amount of income (either from interest payments or redemption) corresponding to each clearing 

house located outside Spain.

In particular, the Fiscal Agent must certify the information above about the Notes by means of a certificate the 

form of which is attached as Annex I to this Base Prospectus. In light of the above, the Issuer and the Fiscal
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Agent have arranged certain procedures to facilitate the collection of information concerning the Notes by the 

close of business on the Business Day immediately preceding each relevant Payment Date. If, despite these 

procedures, the relevant information is not received by the Issuer on each Payment Date, the Issuer will 

withhold tax at the then-applicable rate (currently 19 per cent) on the total amount of interest payable in 

respect of the relevant Notes. The Issuer will not pay any additional amounts with respect to any such 

withholding.

If, before the tenth day of the month following the month in which interest is paid, the Fiscal Agent provides 

such information, the Issuer will reimburse the amounts withheld.

The Issuer, the Arrangers and the Dealers do not accept any responsibility relating to the procedures 

established for the collection of information concerning the Notes and they will not be liable for any damage 

or loss suffered by any holder who would otherwise be entitled to an exemption from Spanish withholding tax 

but whose income payments are nonetheless paid net of Spanish withholding tax because these procedures 

prove ineffective. Moreover, the Issuer will not pay any additional amounts with respect to any such 

withholding. See “Risk Factors”. The procedures for providing documentation referred to in this section are 

set out in detail in the Fiscal Agency Agreement, which may be inspected upon reasonable notice, at the 

specified offices of the Issuer and the Fiscal Agent. Should any withholding tax be levied in Spain, holders of 

the Notes should note that they may apply directly to the Spanish tax authorities for any tax refund which may 

be available to them.

In the event that the currently applicable procedures were modified, amended or supplemented by, amongst 

others, a Spanish law, regulation, interpretation or ruling of the Spanish Tax Authorities, the Issuer will inform 

the Noteholders of such information procedures and of their implications, as the Issuer may be required to 

apply withholding tax on interest payments under the Notes if the Noteholders would not comply with such 

information procedures. In such case, the Issuer will not pay additional amounts with respect to the Notes as a 

result of the imposition of such withholding tax, as provided in Condition 8 (Taxation).

Set out below is Annex I. Sections in English have been translated from the original Spanish. In the event of 
any discrepancy between the Spanish language version of the certificate contained in Annex I and the 
corresponding English translation, the Spanish tax authorities will only hold the Spanish language version of 
the relevant certificate as the valid one for all purposes.

Foreign Account Tax Compliance Act (FATCA) 

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a 

“foreign financial institution” may be required to withhold on certain payments it makes (“foreign pass thru 

payments”) to persons that fail to meet certain certification, reporting, or related requirements. A number of 

jurisdictions including Spain have entered into, or have agreed in substance to, intergovernmental agreements 

with the United States to implement FATCA (“IGAs”), which modify the way in which FATCA applies in 

their jurisdictions. Under the provisions of IGAs as currently in effect, a foreign financial institution in an 

IGA jurisdiction would generally not be required to withhold under FATCA or an IGA from payments that it 

makes. Certain aspects of the application of the FATCA provisions and IGAs to instruments such as the Notes, 

including whether withholding would ever be required pursuant to FATCA or an IGA with respect to 

payments on instruments such as the Notes, are uncertain and may be subject to change. Even if withholding 

would be required pursuant to FATCA or an IGA with respect to payments on instruments such as the Notes, 

such withholding would not apply prior to 1 January 2019 and Notes issued on or prior to the date that is six 

months after the date on which final regulations defining foreign passthru payments are filed with the U.S. 

Federal Register generally would be grandfathered for the purpose of FATCA withholding unless materially 

modified after such date (including by reason of substitution of the issuer). However if additional Notes (as 

described under “Terms and Conditions – Further Issues”) that are not distinguishable from previously issued 
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Notes are issued after the expiration of the grandfathering period and are subject to withholding under 

FATCA, then withholding agents may treat all Notes, including the Notes offered prior to the expiration of the 

grandfathering period, as subject to withholding under FATCA. Holders should consult their own tax advisors 

regarding how these rules may apply to their investment in the Notes. In the event any withholding would be 

required pursuant to FATCA or an IGA with respect to payments on the Notes, no person will be required to 

pay additional amounts as a result of the withholding.
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Annex I

Anexo al Reglamento General de las actuaciones y los procedimientos de gestión e inspección tributaria y de 
desarrollo de las normas comunes de los procedimientos de aplicación de los tributos, aprobado por Real 
Decreto 1065/2007

Modelo de declaración a que se refieren los apartados 3, 4 y 5 del artículo 44 del Reglamento General de las 
actuaciones y los procedimientos de gestión e inspección tributaria y de desarrollo de las normas comunes de 
los procedimientos de aplicación de los tributos

Annex to Royal Decree 1065/2007, of 27 July, approving the General Regulations of the tax inspection and 
management procedures and developing the common rules of the procedures to apply taxes

Declaration form referred to in paragraphs 3, 4 and 5 of Article 44 of the General Regulations of the tax inspection 
and management procedures and developing the common rules of the procedures to apply taxes

Don (nombre), con número de identificación fiscal (...)(1), en nombre y representación de (entidad 
declarante), con número de identificación fiscal (....)(1) y domicilio en (...) en calidad de (marcar la letra que 
proceda):

Mr. (name), with tax identification number (...)(1), in the name and on behalf of (entity), with tax identification 
number (....)(1) and address in (...) as (function - mark as applicable):

(a) Entidad Gestora del Mercado de Deuda Pública en Anotaciones.

(a) Management Entity of the Public Debt Market in book entry form.

(b) Entidad que gestiona el sistema de compensación y liquidación de valores con sede en el extranjero.

(b) Entity that manages the clearing and settlement system of securities resident in a foreign country.

(c) Otras entidades que mantienen valores por cuenta de terceros en entidades de compensación y 
liquidación de valores domiciliadas en territorio español.

(c) Other entities that hold securities on behalf of third parties within clearing and settlement systems 
domiciled in the Spanish territory.

(d) Agente de pagos designado por el emisor.

(d) Paying Agent appointed by the issuer.

Formula la siguiente declaración, de acuerdo con lo que consta en sus propios registros: 

Makes the following statement, according to its own records:

1. En relación con los apartados 3 y 4 del artículo 44:

1. In relation to paragraphs 3 and 4 of Article 44:

1.1 Identificación de los valores ........................................................................................................................

1.1 Identification of the securities ........................................................................................................................

1.2 Fecha de pago de los rendimientos (o de reembolso si son valores emitidos al descuento o 
segregados)....................................................................................................................................................

1.2 Income payment date (or refund if the securities are issued at discount or are segregated)...........................

1.3 Importe total de los rendimientos (o importe total a reembolsar, en todo caso, si son valores
emitidos al descuento o segregados)............................................................................................................
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1.3 Total amount of income (or total amount to be refunded, in any case, if the securities are issued at 
discount or are segregated).............................................................................................................................

1.4 Importe de los rendimientos correspondiente a contribuyentes del Impuesto sobre la Renta de las 
Personas Físicas excepto cupones segregados y principales segregados en cuyo reembolso 
intervenga una Entidad Gestora

1.4 Amount of income corresponding to Personal Income Tax taxpayers, except segregated coupons and 
segregated principals for which reimbursement an intermediary entity is involved 

1.5 Importe de los rendimientos que conforme al apartado 2 del artículo 44 debe abonarse por su 
importe íntegro (o importe total a reembolsar si son valores emitidos al descuento o segregados).

1.5 Amount of income which according to paragraph 2 of Article 44 must be paid gross (or total amount to 
be refunded if the securities are issued at discount or are segregated).

2. En relación con el apartado 5 del artículo 44.

2. In relation to paragraph 5 of Article 44.

2.1 Identificación de los valores ........................................................................................................................

2.1 Identification of the securities ........................................................................................................................

2.2 Fecha de pago de los rendimientos (o de reembolso si son valores emitidos al descuento o 
segregados)....................................................................................................................................................

2.2 Income payment date (or refund if the securities are issued at discount or are segregated) .....................

2.3 Importe total de los rendimientos (o importe total a reembolsar si son valores emitidos al descuento 
o segregados ..................................................................................................................................................

2.3 Total amount of income (or total amount to be refunded if the securities are issued at discount or are 
segregated) .....................................................................................................................................................

2.4 Importe correspondiente a la entidad que gestiona el sistema de compensación y liquidación de 
valores con sede en el extranjero A.

2.4 Amount corresponding to the entity that manages the clearing and settlement system of securities resident 
in a foreign country A.

2.5 Importe correspondiente a la entidad que gestiona el sistema de compensación y liquidación de 
valores con sede en el extranjero B.

2.5 Amount corresponding to the entity that manages the clearing and settlement system of securities resident 
in a foreign country B.

2.6 Importe correspondiente a la entidad que gestiona el sistema de compensación y liquidación de 
valores con sede en el extranjero C.

2.6 Amount corresponding to the entity that manages the clearing and settlement system of securities resident 
in a foreign country C.

Lo que declaro en ………………………… a ........ de …………. de …........

I declare the above in……………………on the ...... of …………... of ……....

(1)En caso de personas, físicas o jurídicas, no residentes sin establecimiento permanente se hará constar el número o 
código de identificación que corresponda de conformidad con su país de residencia

(1)In case of non-residents (individuals or corporations) without permanent establishment in Spain it shall be included the 
number or identification code which corresponds according to their country of residence.
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SUBSCRIPTION AND SALE

Notes may be sold from time to time by the Issuer to the Dealers. The arrangements under which Notes may 

from time to time be agreed to be sold by the Issuer to, and purchased by, the Dealers are set out in an 

amended and restated dealer agreement dated 19 May 2016 (the “Dealer Agreement”). Any such agreement 

will, inter alia, make provision for the form and terms and conditions of the relevant Notes, the price at which 

such Notes will be purchased by the Dealers and the commissions or other agreed deductibles (if any) payable 

or allowable by the Issuer in respect of such purchase. The Dealer Agreement makes provision for the 

resignation or termination of appointment of existing Dealers and for the appointment of additional or other 

Dealers either generally in respect of the Programme or in relation to a particular Tranche of Notes.

United States of America

Regulation S Category 2; TEFRA D or TEFRA C as specified in the relevant Final Terms or neither if TEFRA 

is specified as not applicable in the relevant Final Terms.

The Notes have not been and will not be registered under the Securities Act and may not be offered or sold 

within the United States or to, or for the account or benefit of, U. S. persons except in certain transactions 

exempt from the registration requirements of the Securities Act. Terms used in this paragraph have the 

meanings given to them by Regulation S.

The Notes are subject to U. S. tax law requirements and may not be offered, sold or delivered within the 

United States or its possessions or to a United States person, except in certain transactions permitted by U. S. 

tax regulations. Terms used in this paragraph have the meanings given to them by the United States Internal 

Revenue Code and regulations thereunder.

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required to agree, 

that, except as permitted by the Dealer Agreement, it will not offer, sell or deliver Notes, (i) as part of their 

distribution at any time or (ii) otherwise until 40 days after the completion of the distribution of the Notes 

comprising the relevant Tranche, as certified to the Fiscal Agent or the Issuer by such Dealer (or, in the case 

of a sale of a Tranche of Notes to or through more than one Dealer, by each of such Dealers as to the Notes of 

such Tranche purchased by or through it, in which case the Fiscal Agent or the Issuer shall notify each such 

Dealer when all such Dealers have so certified) within the United States or to, or for the account or benefit of, 

U. S. persons, and such Dealer will have sent to each dealer to which it sells Notes during the distribution 

compliance period relating thereto a confirmation or other notice setting forth the restrictions on offers and 

sales of the Notes within the United States or to, or for the account or benefit of, U. S. persons. Terms used in 

this paragraph have the same meaning given to them in Regulation S.

In addition, until 40 days after the commencement of the offering of Notes comprising any Tranche, any offer 

or sale of Notes within the United States by any dealer (whether or not participating in the offering) may 

violate the registration requirements of the Securities Act.

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be 

required to represent and agree, that:

(a) No deposit-taking: in relation to any Notes having a maturity of less than one year:

(i) it is a person whose ordinary activities involve it in acquiring, holding, managing or disposing of 

investments (as principal or agent) for the purposes of its business; and:

(ii) it has not offered or sold and will not offer or sell any Notes other than to persons:



94

(A) whose ordinary activities involve them in acquiring, holding, managing or disposing of 

investments (as principal or agent) for the purposes of their businesses; or

(B) who it is reasonable to expect will acquire, hold, manage or dispose of investments (as 

principal or agent) for the purposes of their businesses,

where the issue of the Notes would otherwise constitute a contravention of Section 19 of the FSMA by 

the Issuer;

(b) Financial promotion: it has only communicated or caused to be communicated and will only 

communicate or cause to be communicated any invitation or inducement to engage in investment 

activity (within the meaning of Section 21 of the FSMA) received by it in connection with the issue or 

sale of any Notes in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(c) General compliance: it has complied and will comply with all applicable provisions of the FSMA with 

respect to anything done by it in relation to any Notes in, from or otherwise involving the United 

Kingdom.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Law of 

Japan (Act No. 25 of 1948, as amended) and, accordingly, each Dealer has undertaken, and each further 

Dealer appointed under the Programme will be required to undertake, that it will not offer or sell any Notes 

directly or indirectly, in Japan or to, or for the benefit of, any Japanese Person or to others for re-offering or 

resale, directly or indirectly, in Japan or to any Japanese Person except under circumstances which will result 

in compliance with all applicable laws, regulations and guidelines promulgated by the relevant Japanese 

governmental and regulatory authorities and in effect at the relevant time. For the purposes of this paragraph, 

“Japanese Person” shall mean any person resident in Japan, including any corporation or other entity 

organised under the laws of Japan.

Kingdom of Spain

Each Dealer has represented and agreed that the Notes may not be offered or sold in Spain other than by 

institutions authorised under the consolidated text of the Securities Market Law approved by legislative Royal 

Decree 4/2015 of 23 October (Real Decreto Legislativo 4/2015, de 23 de octubre, por el que se aprueba el 

texto refundido de la Ley del Mercado de Valores) (the "Securities Market Law") and related legislation, and 

Royal Decree 217/2008 of 15 February on the Legal Regime Applicable to Investment Services Companies 

(Real Decreto 217/2008, de 15 de febrero, sobre el Régimen Jurídico de las empresas de servicios de 

inversión y de las demás entidades que prestan servicios de inversión), to provide investment services in 

Spain. The Notes may not be offered, sold or distributed, nor may any subsequent resale of Notes be carried 

out in Spain, except in circumstances which do not constitute a public offer of securities in Spain within the 

meaning of the Securities Market Law, as amended and restated, or without complying with all legal and 

regulatory requirements under Spanish securities laws (including, if applicable, those established by the 

Fourth Additional Provision of the Securities Market Law). Neither the Notes nor this Base Prospectus have 

been registered with the Spanish Securities Market Commission (Comisión Nacional del Mercado de Valores) 

and therefore this Base Prospectus is not intended for any public offer of the Notes in Spain.

General

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be 

required to represent and agree, that it has complied and will comply to the best of its knowledge and belief 

with all applicable securities laws and regulations in each country or jurisdiction in or from which it 

purchases, offers, sells or delivers Notes or possesses, distributes or publishes this Base Prospectus or any 
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Final Terms or any related offering material, in all cases at its own expense. Other persons into whose hands 

this Base Prospectus or any Final Terms comes are required by the Issuer and the Dealer to comply with all 

applicable laws and regulations in each country or jurisdiction in or from which they purchase, offer, sell or 

deliver Notes or possess, distribute or publish this Base Prospectus or any Final Terms or any related offering 

material, in all cases at their own expense.

The Dealer Agreement provides that the Dealers shall not be bound by any of the restrictions relating to any 

specific jurisdiction (set out above) to the extent that such restrictions shall, as a result of change(s) or 

change(s) in official interpretation, after the date hereof, of applicable laws and regulations, no longer be 

applicable but without prejudice to the obligations of the Dealers described in the paragraph headed "General" 

above.

Selling restrictions may be supplemented or modified with the agreement of the Issuer. Any such supplement 

or modification may be set out in a supplement to this Base Prospectus.
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GENERAL INFORMATION

Authorisation

The Issuer has obtained or will obtain from time to time all necessary consents, approvals and authorisations 

in connection with the issue and performance of the Notes. The establishment of the Programme was 

authorised by the resolutions of the Board of Directors of the Issuer passed on 27 March 2015 on the basis of 

the authorisation granted by a resolution of the Sole Shareholder of the Issuer passed on 25 March 2015. The 

update of the Programme was authorised by a resolution of the Board of Directors of the Issuer passed on 29 

March 2016. 

Significant/Material change

There has been no material adverse change in the prospects of the Issuer and the Issuer with its consolidated 

subsidiaries (the “Group”) and no significant change in the financial and trading position of the Issuer and the 

Group, in each case since 31 December 2015, being the date of the most recently published audited 

consolidated financial statements of the Issuer and the Group.

Legal and arbitration proceedings

There are no governmental, legal or arbitration proceedings (including any such proceedings which are 

pending or threatened of which the Issuer is aware) arising during the 12 months preceding the date of this 

Base Prospectus which may have or have had in the recent past, significant effects on the financial position or 

profitability of the Issuer.

Material contracts

There are no material contracts entered into other than in the ordinary course of the Issuer’s business, which 

could result in Iberia and the Group being under an obligation or entitlement that is material to the Issuer’s 

ability to meet its obligations to Noteholders in respect of the Notes being issued.

Independent Auditors

The audited annual consolidated financial statements of the Issuer for the financial years ended 31 December 

2015 and 31 December 2014 have been audited by Ernst & Young, S.L., registered at the Official Registry of 

Auditors (Registro Oficial de Auditores de Cuentas) under number SO530 to carry out audit work and 

members of the Instituto de Censores Jurados de Cuentas de España. The registered office of Ernst & Young, 

S.L. is Torre Picasso, Plaza Pablo Ruiz Picasso 1, 28020 Madrid, Spain.

Third party information

Where information in this Base Prospectus has been sourced from third parties, this information has been 

accurately reproduced and, as far as the Issuer is aware and is able to ascertain from the information published 

by such third parties, no facts have been omitted which would render the reproduced information inaccurate 

or misleading. The source of third-party information is identified where used.

Listing

Application has been made to the Irish Stock Exchange for the Notes issued under the Programme during the 

period of 12 months from the date of this Base Prospectus to be admitted to the Official List and trading on its 
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regulated market. However, the Programme provides that Notes may be listed on such other or further stock 

exchange(s) as may be agreed between the Issuer and the relevant Dealer.

BNP Paribas Securities Services, Luxembourg Branch is acting solely in its capacity as listing agent for the 

Issuer in relation to the Notes and is not itself seeking admission of the Notes to the Official List or to trading 

on the regulated market of the Irish Stock Exchange for the purposes of the Prospectus Directive.

Clearing of the Notes

The Notes have been accepted for clearance through the Euroclear and Clearstream, Luxembourg systems 

(which are the entities in charge of keeping the records). The Common Code, the International Securities 

Identification Number (ISIN) and (where applicable) the identification number for any other relevant clearing 

system for each Tranche of Notes will be set out in the relevant Final Terms.

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert II, B-1210 Brussels and the 

address of Clearstream, Luxembourg is Clearstream Banking, 42 Avenue JF Kennedy, L-1855 Luxembourg.

Documents of display

For the period of 12 months from the date of this Base Prospectus, hard copies of the following documents are 

available for viewing during normal business hours at the registered office of the Issuer and the Fiscal Agent:

(i) the Dealer Agreement, the Agency Agreement, the Deed of Covenant and the forms of Global Notes, 

Definitive Notes, Coupons and Talons;

(ii) a copy of this Base Prospectus;

(iii) any future prospectuses, supplements, Final Terms (save that Final Terms relating to a Note which is 

neither admitted to trading on a regulated market within the European Economic Area nor offered in 

the European Economic Area in circumstances where a prospectus is required to be published under 

the Prospectus Directive will only be available for inspection by a holder of such Note and such holder 

must produce evidence satisfactory to the Issuer and the Fiscal Agent as to its holding of Notes and 

identity) and any documents incorporated herein or therein by reference, and

(iv) the by-laws of the Issuer (together with an English translation thereof);

The English translation of the audited consolidated financial statements of the Issuer for the financial years 

ended 31 December 2015 and 2014, together with the auditor’s reports thereon can be accessed on the 

addresses on the Issuer’s website set out in “Documents incorporated by reference”.

The Base Prospectus, any supplement prospectus and the Final Terms for notes listed on the Irish Stock 

Exchange will be published on the website of the Central Bank of Ireland (www.centralbank.ie).
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