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To the shareholders of IB Opco Holding S.L. and subsidiaries

Opinion

We have audited the consolidated financial statements of IB Opco Holding S.L. (the “Parent”) and
subsidiaries (together the “Group”), which comprise the consolidated balance sheet at 31 December
2023, and the consolidated income statement, consolidated total statement of changes in equity and
consolidated cash flow statement for the year then ended, and consolidated notes.

In our opinion, the accompanying consolidated financial statements give a true and fair view, in all
material respects, of the consolidated equity and consolidated financial position of the Group at 31
December 2023, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with the applicable financial reporting framework (specified in
note 3 to the consolidated financial statements) and, in particular, with the accounting principles and
criteria set forth therein.

Basis for Opinion

We conducted our audit in accordance with prevailing legislation regulating the audit of accounts in
Spain. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Consolidated Financial Statements section of our report.

We are independent of the Group in accordance with the ethical requirements, including those
regarding independence, that are relevant to our audit of the consolidated financial statements
pursuant to the legislation regulating the audit of accounts in Spain. We have not provided any non-
audit services, nor have any situations or circumstances arisen which, under the aforementioned
regulations, have affected the required independence such that this has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Most Relevant Aspects of the Audit

The most relevant aspects of the audit are those that, in our professional judgement, have been
considered as the most significant risks of material misstatement in the audit of the consolidated
financial statements of the current period. These risks were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these risks.
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Provision for major repairs (see notes 5.13 and 12 to the consolidated financial statements)

At 31 December 2023, the Group recognised Euros 435 million as Provisions for major repairs and
refurbishments that, as detailed in note 11.3 of the accompanying notes to the consolidated financial
statements, includes the cost of repairs to be carried out upon return of the aircraft under operating
leases to bring them to the conditions of use agreed with each lessor. The Group calculates the
provisions based on key assumptions, requiring management judgment, such as flight hours and
cycles, as well as anticipated costs. Changes in these factors could result in significant adjustments
to the level of recognized provisions. Due to the size of the fleet of leased aircraft, the uncertainty
associated with these estimates, and the potential material differences in provisions recorded due to
changes in these estimates, this matter has been considered one of the most relevant aspects of
the audit.

Our audit procedures included the evaluation of the mathematical accuracy of the provision
calculation held at the close of the fiscal year and the check that all aircraft under operating leases
have an associated provision. We also performed an analysis, for a sample of lease contracts, of the
significant return obligations included in these contracts have been considered in the calculation of
the provision, as well as the comparison of the rates included in these contracts. Furthermore, we
have assessed the key assumptions applied in the calculation of the provision, among others, hours
and flight cycles and, with the support of our valuation specialists, discount rate as well as whether
previous estimates performed by the Group have been historically accurate by comparing actual
costs with previously recognized provisions.

Additionally, we assessed whether the information included in the attached memorandum complies
with the requirements of the applicable financial reporting framework for the Group.

Recognition of revenue from passengers (see notes 5.12 and 17.1 to the consolidated financial

statements)

Passenger revenue recognition, amounting to Euros 5,611 million and Euros 282 million,
respectively, comprises high volumes of low value transactions that are recorded through complex
and automated processes, including third party booking management systems, as well as the timing
of the recognition based on when the flight took place. Passenger revenue includes coupons for
different flights, classes, surcharges and taxes that vary according to the route. The accuracy of
revenue recognition depends on the correct application of the standards. Also, due to flight
restrictions and cancellations during the pandemic, there has been an increased number of refunds
and vouchers issued to be exchanged for future tickets. The recognition of passenger revenue is not
subject to a high degree of judgement and estimation by Group management and therefore does not
carry a significant risk of material misstatement. However, due to the significance of the amount, it
is considered one of the most relevant aspects of the audit.
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Our audit procedures included assessing the design and implementation of key process-related
controls, testing the operating effectiveness of the Group’s general controls over key systems to
ensure that they are adequately configured and that unauthorised changes are logged, as well as
testing manual controls that support revenue recognition. We also analysed the expected routine of
revenue streams, confirming that inflows pass through the expected accounts and, with the support
of our technological audit specialists, we checked customer advances for the year against cash
inflows by reviewing the correct revenue recognition for a sample of tickets against external flight
information.

We also assessed whether the disclosures in the accompanying notes to the consolidated financial
statements meet the requirements of the financial reporting framework applicable to the Group.

Other Information: Consolidated Management Report

Other information solely comprises the 2023 consolidated management report, the preparation of
which is the responsibility of the Parent's Directors and which does not form an integral part of the
consolidated financial statements.

Our audit opinion on the consolidated financial statements does not encompass the consolidated
management report. Our responsibility regarding the information contained in the consolidated
management report is defined in the legislation regulating the audit of accounts, as follows:

a) Determine, solely, whether the consolidated non-financial information statement has been
provided in the manner stipulated in the applicable legislation, and if not, to report on this matter.

b) Assess and report on the consistency of the rest of the information included in the consolidated
management report with the consolidated financial statements, based on knowledge of the
Group obtained during the audit of the aforementioned consolidated financial statements. Also,
assess and report on whether the content and presentation of this part of the consolidated
management report are in accordance with applicable legislation. If, based on the work we have
performed, we conclude that there are material misstatements, we are required to report them.

Based on the work carried out, as described above, the non-financial information mentioned in
section a) above has not been provided in the manner stipulated in the applicable legislation,
although we have checked that the rest of the information contained in the consolidated
management report is consistent with that disclosed in the consolidated financial statements for
2022, and that the content and presentation of the report are in accordance with applicable
legislation.
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Directors' Responsibility for the Consolidated Financial Statements

The Parent's Directors are responsible for the preparation of the accompanying consolidated
financial statements in such a way that they give a true and fair view of the consolidated equity,
consolidated financial position and consolidated financial performance of the Group in accordance
with the financial reporting framework applicable to the Group in Spain, and for such internal control
as they determine is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Parent's Directors are responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the Directors either
intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with prevailing legislation
regulating the audit of accounts in Spain will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with prevailing legislation regulating the audit of accounts in Spain,
we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

— Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent's Directors.
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— Conclude on the appropriateness of the Parent's Directors' use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves a true and fair view.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. \We are responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.

We communicate with the Directors of the Parent regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

From the significant risks communicated to the Directors of IB Opco Holding S.L., we determine
those that were of most significance in the audit of the consolidated financial statements of the
current period and which are therefore the most significant risks.

We describe these risks in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

KPMG Auditores, S.L.
On the Spanish Official Register of Auditors (“ROAC") with No. S0702

(Signed on original in Spanish)

Bernardo Ricker-Embden
On the Spanish Official Register of Auditors ("ROAC") with n.° 18.836

7 March 2024
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Consolidated balance sheet at 31 December 2023

31 December

31 December

€ million MNote 2023 2022
NON-CURRENT ASSETS 4,218 3,600
Intangible assets 3] 232 250
Goodwill 131 197
Cther intangible assets 101 93
Property, plant and equipment 7 2,470 1,933
Aircraft 2,089 1,439
Other property, plant and equipment 381 494
Investments in Group companies and associates 649 635
Investments accounted for using the equity method 8.1 264 250
Other equity instruments 8.2 385 385
Non-current financial assets 9.1 65 51
Equity instruments 10 10
Derivatives financial Instruments 16 9 ]
Qther financial assets 9.1.3 46 45
Deferred tax assets 15 802 681
CURRENT ASSETS 3,354 3,796
Inventories 17.3 545 452
Aircraft spare parts 277 210
Other inventaries 268 242
Trade and other receivables 874 699
Trade receivables for services rendered 488 3587
Trade receivables from Greup companies and asscciates 19.2 139 157
Other receivables 151 80
Public authorities 15 95 65
Investments in Group companies, associates and related parties - 101
Leans te companies 19.2 = 161
Short-term financial investments: 9.2 783 283
Derivatives financial instruments 10 21 128
Other financial assets 762 155
Prepayments 24 27
Cash and cash equivalents 5.7 1,128 2,234
Cash at bank 372 360
Short term deposits maturing within three months 756 1,874
TOTAL ASSETS 7,572 7,396
EQUITY 11 695 (9m
SHAREHOLDERS' EQUITY
Share capital and share premium 2,301 2,301
Reserves {2,635} (2,860)
Other shareholder contributions 38 -
Profit/(loss) for the year attributable to the Parent 1,001 272
VALUATION ADIUSTMENTS- 11.4
Financial assets at fair value through equity 41 41
Hedging transactions (65) 124
Other 12 30
SUBSIDIES, DONATIONS AND BEQUESTS RECEIVED - -
NON-CONTROLLING INTERESTS 2 2
NON-CURRENT LIABILITIES 3,294 4,161
Non-current provisions 12 1,313 1,450
Non-current borrowings 13 1,349 2,059
Non-current borrowings with Group companies and
associates 19.2 380 377
Deferred tax liabilities 15 24 84
Non-current accruals 153 148
Other non-current liabilities 75 43
CURRENT LIABILITIES 3,583 3,325
Current provisions 12 316 259
Current borrowings 13 220 388
Trade creditors and other payables 3,032 2,665
Suppliers and other accounts payable 970 839
Suppliers, Group companies and associates 19.2 143 113
Remuneration payable 145 176
Payables to public authorities 15 307 305
Deferred revenue 5.12 1,467 1,232
Prepayments 15 13
TOTAL EQUITY AND LIABILITIES 7,572 7,396

Notes 1 to 22 to the accompanying consolidated financial statements are an Integral part of the consolidated statement of financial position

for the year ended 31 December 2023



Consolidated income statement for the year ended 31 December

2023
€ million Notes 2023 2022
CONTINUING OPERATIONS:
Revenue 17.1 7,136 5,562
In-hcuse work on non-current assets 6and 7 23 21
Supplies 17.3 (2,261) (1,873)
Other eperating income 17.2 283 294
Personnel expenses 17.4 {1,231) (1,116)
Wages, salaries and similar expenses (953) (870)
Social charges (278) (246)
Other operating expenses 17.5 (2,828) (2,370}
Depreciation, amortisation and impairment 6, 7 and (296) (297}
Overprovisions 12 35 26
Impairment and gains/(losses) on disposal of non-current assets (2) 3
Gain/(loss) on disposals (2) 3
Operating profit/(loss) 85% 256
Financial income 17.6 75 &
Finance costs 17.7 {158) (117)
Variation in the fair value of financial instruments 10 3 (21)
Currency differences 27 (13)
Impairment and gains or losses on disposal of financial instruments 2.3 11 -
FINANCIAL (LOSS)/PROFIT (42) (145)
Sha!-e of profit (loss) of companies accounted for using the 203 100G
equity method
PROFIT/(LOSS) BEFORE TAX 1,020 205
Income tax 15 (19) 67
CONSCLIDATED PROFIT/(LOSS) FOR THE YEAR 1,001 272
Profit (loss) attributed to the parent Company 272

Profit attributable to non-controlling interests

1,001

Notes 1 to 22 to the accompanying consolidated financial statements are an integral part of the consolidated income statement for the year

ended 31 December 2023



Consolidated statement of changes in equity for the year ended

31 December 2023

A) Consolidated statement of recognised

income and

expenses

€ millign Notes 2023 2022
PROFIT / (LOSS) PER CONSOLIDATED INCOME STATEMENT 1,001 272
Income and expense recognised directly in equity:

Hedges 10 (61) 374
Subsidies, donations and bequests received 62 63
From actuarial gains and losses and other adjustments (24) 69
Tax impact 6 {125)
TOTAL INCOME AND EXPENSE RECOGNISED DIRECTLY IN EQUITY 11.4 (17) 381
Transfers to the income statement:

Hedges 10 (207) (305)
Subsidies, denations and bequests received (62) (71}
Tax impact 78 83
TOTAL TRANSFERS TQ THE CONSOLIDATED INCOME STATEMENT 11.4 (190} (293}
TOTAL RECOGNISED INCOME/(EXPENSE} 794 360

Notes 1 to 22 to the accompanying consolidated financial statements are an integral part of the consolidated statement of recognised income

and expense for the year ended 31 December 2023
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Consolidated cash flow statement

€ millign Notes 2023 2022
CASH FLOWS USED IN OPERATING ACTIVITIES: 933 1,417
Profit /(loss) before tax 1,020 205
Adjustments for: 180 a04
Depreciation, amortisation and impairment 6,7 and 8.1 296 257
Variation in provisions 185 307
Allocation of subsidies {#) 3
Losses on retirements and disposal of fixed assets and financial assets 6and 7 {9) (3)
Financial income 17.6 (75) {6)
Finance costs 17.7 158 117
Currency differences 7 21
Variation in the fair value of financial instruments {(3) 21
Cther income and expenses (172) (47)
Share of profit/(loss) of companies accounted for using the equity method (203) (100)
Changes in working capital 112 663
Inventories (113) 96
Trade and other receivables (1) (242)
Other current assets (93) 19
Trade and other payables 337 793
Other current liabilities (18) (3
Other cash flows used in operating activities (379} (55)
Interest payments (112} (82}
Dividends received 17.6 4 =
Interest received 68 3
Income tax payments (166} =
Other payments (173) 4
CASH FLOWS USED IN INVESTING ACTIVITIES: {1,286) (588}
Payments on investments (1,501) (1,558}
Intangible assets (33) (35)
Property, plant and equipment (859) (1,359)
Other financial assets (609) (164
Proceeds from disposals 215 970
Group companies and associates 11 200
Property, plant and equipment 204 767
Other financial assets - 3
CASH FLOWS USED IN FINANCING ACTIVITIES: (738) 651
Proceeds from and payments for financial liabilities (738) 651
Issue of debts with credit institutions 113 &696
Repayment and amortisation of debts with credit institutions (951) {345)
Greoup companies and associates 100 300
IMPACT OF EXCHANGE RATE VARIATIONS {15) {7
NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS (1,106) 1,473
Cash and cash equivalents at the beginning of the year 2,234 761
Cash and cash equivalents at the end of the year 1,128 2,234

Notes 1 to 22 to the accompanying consolidated firancial statements are an integral part of the consolidated cash flow statement for the year

ended 31 December 2023



IB Opco Holding, S.L. and Subsidiaries
Notes to the 2023 consolidated financial statements

1. ACTIVITY OF THE PARENT COMPANY AND THE GROUP

IB Opco Holding, S.L. (hereinafter “the Parent”) was incorporated for an indefinite period of time on 23 December
2009 and its registered office is in Madrid, at calle Martinez Villergas, 49.

The main activity of the parent Company, in accordance with its articles of association, is the holding,
management and administration of the shares of the Spanish company “Iberia Lineas Aéreas de Espafia, S.A.
Operadora (Unipersonal)”, hereinafter “Iberia”.

Iberia mainly engages in the air transport of passengers and cargo, afthough it also has 8 number of
complementary activities, particularly services for passengers and aircraft at airports and aircraft maintenance.

As a passenger and cargo airline, Iberia is an operator with a broad network serving four main markets alongside
Iberia Express since 2012: Spain, Europe, the Americas and Asia. Since 2017, Iberia has operated the LEVEL
brand, mainly serving routes from Barcelona to the Americas. Both Iberia and Iberia Express are full members of
the oneworld airline alliance, one of the most important in the world, which enables the globalisation of its air
transport operations.

In addition to the lines of business carried on directly by Iberia and Iberia Express, the Parent has sought to
complement these or develop in other businesses in connection with air transport through indirect holdings in a
number of companies making up the Iberia Group, hereinafter "the Group", headed by IB Opco Holding, S.l.

Iberia Group is also a subsidiary of International Consolidated Airlines Group, S.A. (*IAG or IAG Group”), which
has its registered office in Madrid, El Caserio, Iberia Zona Industrial n®2, Camino de la Mufioza, s/n, and whose
shares have been listed on the London Stock Exchange and the four Spanish stock exchanges since 24 January
2011, The consclidated financial statements of the IAG group for the 2022 financial year were prepared by the
Board of Directors of IAG at its meeting held on 23 February 2023, approved by the General Meeting of
Shareholders held on 15 June 2023 and filed with the Commercial Registry of Madrid.

2. SUBSIDIARY, ASSOCIATE and JOINTLY CONTROLLED ENTITIES
2.1 Subsidiaries

All subsidiaries were fully consolidated. Subsidiaries are defined as those over which the Parent exercises or can
exercise direct or indirect control, understood as the capacity to direct the financial and operating policies of a
company with a view to securing economic profit from its business activities. This circumstance is generally,
though not solely, manifested by the direct or indirect ownership of 50% or more of the company’s voting rights.

The shareholdings of minority shareholders in equity and in the results of the consolidated subsidiaries are
presented under “Non-controlling interest” within the “Equity” heading of the consolidated statement of financial
position and in “Profit attributable to non-controlling interest™ within the consolidated income statement,
respectively.

Appendix 1 contains a list of the consolidated subsidiaries.
All subsidiaries have the same financial year as the parent Company, which closes on 31 December each year.
2.2 Associates

Associates are accounted for using the equity method. Associates are companies over which there is significant
influence over their management, understood as the capacity for involvement in decisions concerning the financial
and operating policies of the investee, although without any control or joint control. Significant influence Is
presumed to exist if one or more group companies hold at least 20 per cent of the voting rights of a company
that does not belong to the group.

The equity method consists of recognising the value of net assets and any goodwill corresponding to the holding
in the associate as non-current “Investment in Group companies and associates accounted for using the equity
method”. The net result achieved in each year, which corresponds to the percentage interest in these companies,



is shown in the consolidated income statement as “Share of profit of companies accounted for using the equity
method”.

Annex I provides a list of consolidated associates, and Note 8 to these consolidated financial statements shows
the contributions by these companies to Group earnings.

All subsidiaries have the same financial year as the parent Company, which closes cn 31 December each year.
2.3 Change in scope of consolidation

On 13 March 2023, the subsidiary Iberia L.A.E. S.A. Operadora's 100% interest in Iberia México S.A, was sold for
€12 million, generating a gain of €11 million, which is recognised in the consolidated income statement for 2023
under "Gains on disposal of financial instruments”.

In addition, in 2023 the Group incorporated Mundiplan Turismo y Ocio, S.L., in which it held a 50% interest at
year-end. This company is still inactive and has therefore had no impact on the consolidated financial statements.

In 2022, the Group, through the subsidiary Iberia, incorporated a new subsidiary in Mexico, Iberia Lineas Aéreas
de México, S.A.C.V., whose activity has started in the financial year 2023.

3. BASES OF PRESENTATION OF THE CONSOLIDATED ANNUAL ACCOUNTS
3.1 Regulatory financial reporting framework applicable

These 20223 consolidated financial statements were drawn up by the Directors of the Parent pursuant to the
regulatory financial reporting framework applicable to the Group, as laid down in:

- The Spanish Commercial Code and other commercial legislation.

- The Standards for Drawing up Consolidated Annual Accounts approved by Royal Decree 1159/2010
and the Chart of Accounts approved by Royal Decree 1514/2007 and its amendments approved in
Royal Decree 602/2016 and Royal Decree 1/2021

- The mandatory rules approved by the Instituto de Contabilidad y Auditoria de Cuentas (Institute of
Accounting and Auditing) in the development of the Spanish Chart of Accounts and
its supplementary rules

- Any other Spanish accounting regulations applicable.

The figures included in the consolidated financial statements are expressed in millions of eurcs (€£) unless
otherwise stated.

3.2  True and fair view

The 2023 consclidated financial statements have been prepared from the accounting records of the parent
Company and its subsidiaries and associates and are presented in accordance with the regulatory accounting
requirements applicable to them as described in note 3.1 above and, in particular, the accounting policies and
criteria therein so as to give a true and fair view of the consolidated equity and financial position of the Group as
at 31 December 2023 and of its consolidated results and cash flows for the year ended 31 December 2023.

These consolidated financial statements for the year 2023 prepared by the Board of Directors of the parent
Company, as well as the financial statements of the subsidiaries and associates, will be submitted to the respective
annual general meetings of shareholders for approval and are expected to be approved without amendment.

These financial statements omit information or disclosures that, although not required to be presented in detail
because of their gualitative significance, are considered non-material ar have no relative importance in accordance
with the concept of materiality or relative importance as defined in the conceptual framework of the Spanish
Chart of Accounts.

3.3 sSignificant issues regarding the measurement and estimation of uncertainty and relevant
judgments in the application of accounting policies

The preparation of the consclidated financial statements requires the use of significant accounting estimates and
the making of judgements, estimates and assurnptions in the process of applying the Group's accounting policies.
In this context, the following is a summary of the aspects that reguired a higher degree of judgement and
complexity or where the assumptions and estimates are significant to the preparation of the financial statements:



= The measurement of possible impairments of property, plant and equipment, goodwill, inventories and
financial assets and the valuation of deferred tax assets.

- The fair value of derivative financial instruments

- The evaluation of provisions and contingencies.

- The useful life of property, plant and equipment and the estimation of residual values
- The assumptions used in the actuarial calculation of commitments to employees.

In this regard, the estimates of the directors of the subsidiary Iberia arising from the successive transformation
plans described in note 3.6 are noteworthy.

Although the estimates made by the directors of the parent Company have been calculated based on the best
information available as at 31 December 2023, it is possible that future events may require a change in these

estimates in future years. The impact of any changes resulting from adjustments to be made in future years
would be recognised prospectively in the consolidated financial statements.

3.4 Comparative information

The information in these consolidated financial statements for the financial year 2022 is presented for comparison
purposas only with the information for the financial year 2023. The application of accounting policies has been
consistent in both years.

3.5 Grouping of items

Certain items on the consolidated balance sheet, the income statement, the statement of changes in equity and
the consolidated statement of cash flows are presented in groups to make them easier to understand, although
where individual data is significant, they have been included in the respective notes to these consolidated financial
statements.

3.6 Plan for the future: Iberia Next Chapter

The Group Board of Directors approved a new plan, Iberia Next Chapter, as the roadmap to follow in the coming
years,

This plan is based on five pillars that have given rise to specific initiatives grouped around a series of programmes.
The five pillars are as follows:

» Financial robustness aimed at recovering and improving revenues, maintaining cost efficiency and
focusing on cash generation and debt repayment.

« Social and environmental sustainability as a key, cross-cutting element of Iberia's strategy and business,
consistent with the Company's mission.

e  Trusted airline
. Leadership in Madrid
¢ Employees

As a result of the positive outcome of this plan, it has enabled the Group to return to a positive financial result
after the uncertainty following COVID-19.

3.7 Going concern principle

The global health emergency caused by the pandemic had a substantial impact on the Group's financial situation
in 2020 and 2021, which resulted in the Group having negative equity of €440 million.

In view of this situation, the Board of Directors of the subsidiary Iberia approved the following measures for the
financial year 2022 to restore the equity balance:

- Appropriation of avallable voluntary reserves as well as this Company's legal reserve as at 31 December
2021 to offset prior years' losses

- Reduction of share capital by €676 million to €67 million



- Taking out a shareholder loan for €300 million with IAG, as financial support, which is considered equity
for commercial purposes.

As a result of these measures and improved results in 2022, this subsidiary reported a positive equity of €125
rmillion.

Likewise, with regard to the Group's activity in 2023, there has been a significant increase in activity, reaching a
positive result of €1,001 million and an operating profit of €859 million. As a result of the above, the Group has
positive equity of €695 million at year-end 2023.

Regarding the Group's working capital, at 31 December 2023, current liabilities exceed current assets by €229
million. However, excluding customer advances, working capital at that date would be positive in the amount of
€1,238 million.

Additionally, at 31 December 2023 the Group had a total liquidity of €2,215 million, comprising cash and cash
equivalents as well as interest-bearing deposits, recorded on the balance sheet as other financial assets,
amounting to €1,890 million, €325 million in arranged and undrawn credit facilities, including €238 million through
a credit facility arranged by IAG Group for the Group to drawn on and another €87 million in undrawn credit
facilities. In addition, at 31 December 2023 the Group has positive net debt amounted in €411 million (Note
13.4).

On the basis of the above, it is considered that there is no doubt that the going concern principle Is complied

with. In this respect, the Directors of the Group have prepared these consoclidated financial statements for the
year 2023 in accordance with the going concern principle.

4. DISTRIBUTION OF PROFIT AND LOSS OF THE PARENT COMPANY

The proposal to be submitted by the Directors of the parent Company for approval by the General Meeting
of Shareholders is to applicate the profit to compensate the “Losses of the previous years”.

Similarly, the appropriation of the 2022 losses approved by the sole shareholder on 13 June 2023 was to allocate
them in full to the "Losses of the previous years”.

5. RECOGNITION AND MEASUREMENT STANDARDS

The principal accounting policies adopted by the Group in the preparation of these 2023 financial statements in
accordance with the Spanish Chart of Accounts and in the Standards for the Preparation of Consolidated Financial
Statements are as follows:

5.1 Consolidation principles applied

Transactions with companies within the scope of consolidation

All balances, ftransactions and earnings of fully consolidated companies were removed from the
consolidation process.

Uniformity of iterns

The accounting principles and procedures employed by Group companies were unified in order to present the
consolidated financial statements on a consistent valuation basis.

Translation of financial statements drawn up in foreign currencies

The financial statements of investees the functional currency of which is other than the presentation currency,
the euro, were translated as follows:

- Assets and liabilities in their statements of financial position are translated at the closing rate at the
respective statement of financial position date.

- Income and expenses for each income item are translated at the cumulative average exchange rate of
the period in which they occurred.

No major translation differences arose from application of the above procedures.



5.2 Intangible assets

Intangible assets are generally valued initially at their acquisition price or production cost. They are subsequently
valued at cost, less their accumulated amortisation and any impairment losses they may have incurred, estimated
as described in Note 5.4, These assets are amortised in accordance with their useful lives.

Goodwill

The parent Company taking over a subsidiary is a business combination that the acquisition method will be applied
to. In subsequent consolidations, the investment-equity shall generally be eliminated from subsidiaries based on
the values arising from applying the acquisition method described as follows on the control date.

Business combinations are recognised by applying the acquisitive method for which the acquisition date
is determined and the cost of the combination is calculated, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value on the aforementioned date.

Goodwill or the negative difference of the combination is determined by the difference between the fair value of
the recognised assets acquired and the liabilities assumed and the cost of the combination, all on the date
of acquisition.

The cost of the combination is determined by adding:

- The fair values on the acquisition date of the acquisition of transferred assets, liabilities incurred and the
equity instruments issued.

- The fair value of any contingent consideration which depends on future events or on predetermined
conditions being complied with.

The cost of the combination does not include expenditure relating to the issue of the equity instruments or the
financial liabilities delivered in exchange for items acquired.

Likewise and as of 1 January 2010, nor will the cost of the combination include the fees paid to legal advisers or
other professionals who take part in the combination or, of course, any costs generated internally by these
concepts. These amounts will be attributed directly to the income statement.

If the business combination takes place in stages, so that there is a preliminary investment prior to the date
of acquisition (takeover date), the goodwill or negative difference is obtained by the difference between:

- The cost of the business combination plus the fair value on the date of acquisition of any prior share in
the acquired company held by the acquiring company, and

- The value of the identifiable assets acquired minus that of the assumed liabilities, determined in
accordance with the above.

Any profit or loss that arises as a consequence of the fair value valuation on the date when control of the prior
share in the acquired company is obtained will be recognised in the income statement. If the investment in the
subsidiary was previously valued at its fair value, the valuation adjustment pending recognition in the year's
financial statement will be transferred to the income statement. In addition, it is assumed that the cost of the
business combination is the best reference point for estimating the fair value on the date of acquisition of any
previous share.

In the exceptional event that there is a hegative difference in the combination, it will be recognised in the income
statement as revenue.

If, at the end of the financial year in which the combination takes place, the valuation processes required for
applying the acquisition method described above cannot be concluded, this accounting is considered provisional
and these provisional values may be adjusted within the period required for obtaining the necessary information,
which may not be longer than one year under any circumstances. The effects of the adjustments made in this
period are recognised retroactively, changing the comparative information if necessary.

After initial recognition, the goodwill is valued by its acquisition price minus the accumulated depreciation and,
where applicable, the amount accumulated from valuation corrections due to recognised impairment. In
accordance with applicable regulations, the useful life of goodwill has been established at 10 years and
amortisation is on a straight line basis.
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The Parent accepted control of Iberia through the non-monetary contribution made by IAG. The difference
between the value of the identifiable net assets acquired, which were measured at the carrying amocunt at the
time of initial consolidation, amounting to €2,077 million, and the amount of the capital increase through which
the Parent obtained control of Iberia, amounting to €2,734 million, was recognised as “Geodwill” in the
consolidated statement of financial position.

Industrial property

This account records the amounts paid for the acquisition of the property or for the expenses incurred for the
registration of the property developed by the Group. Industrial property is amortised on a straight-line basis over
its estimated useful life of 10 years.

Computer software

The Group recognises costs incurred te acquire and develop software programmes or have them developed under
this heading. The maintenance costs of computer applications are recognised with a charge to the income
statement for the year in which they are incurred.

These costs are amortised on a straight-line basis over a maximum period of 5 years.

5.3 Property, plant and equipment

Property, plant and equipment are carried at historical cost, net of the related accumulated depreciation and
impairment losses, if any, calculated as described in Note 5.4.

Any improvements to items of property, plant and equipment leading to increased capacity, efficiency,
or to a lengthening of the useful lives of the assets are capitalised.

The Group depreciates its property, plant and equipment on a straight-line basis, distributing the depreciable cost
over the years of estimated useful life, as follows:

Years
Aircraft 23 -25
Buildings and other constructions 20 - 50
Machinery, fixtures and tools 10 ~ 15
Overland travel elements 7 -10
Furniture and fixtures 10
Computer hardware 4-7
Spare parts for praperty, plant and equipment 10 - 18
Flight simulators 12 - 14

The residual value of aircraft is estimated at 5% of acquisition cost. The residual value of rotable fuselage spares
(i.e. those assigned specifically to types or families of aircraft, included in "Spare parts”) is estimated at between
10% and 20% of acquisition cost, depending on the type of fleet. The Group depreciates in full the acquisition
cost of other items of property, plant and equipment.

When consolidating owned aircraft and aircraft operated under finance leases, the Group strips out from the cost
of the aircraft, the cost that will be replaced during regular scheduled overhauls. This cost is depreciated on a
straight-line basis over the period from the addition of each aircraft to the first scheduled overhaul. The cost of
repairs during these shutdowns is capitalised as an increase in the value of the asset and depreciated over the
period between overhauis.

For each aircraft held under an operating lease, the Group makes a provision for the total costs that will be
incurred for the periodic overhaul, depending on the lease terms. These costs are recognised in the income
statement on a straight-line basis over the period between two successive overhauls. In addition, a provision is
made to cover the estimated cost of necessary repairs to each aircraft when it is returned and to maintain it in
the condition agreed with each lessor {Note 5.13).

Maintenance costs of property, plant and equipment and the cost of minor repairs to all aircraft operated by the
Group are taken to the income statement in the year in which they were incurred.

5.4 Impairment of the value of property, plant and equipment and intangible assets

When there is any indication of a decline in value, the Group performs an impairment analysis to estimate the
possible loss of value that may reduce the recoverable amount of the assets to below their net carrying amount.
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The recoverable value is established as the greater between fair value less costs to sell and value in use.

In addition, irrespective of indications of impairment, the Group tests intangible assets that are not yet in a usable
condition for impairment at least once a year.

Value in use of the asset is determined using the future expected cash flows which would derive from the use of
the asset, expectations about possible changes in the amount or distribution over time of the flows, the temporary
value of money, the price to be paid to withstand uncertainty relating to the asset and other factors which market
participants would consider when valuing the future cash fiows relating to the asset.

Impairment losses related to the impairment of the Cash Generating Unit {CGU) reduce the non-current assets
of the CGU proportionately based on their carrying amount, with the limit for each asset being the higher of fair
value less costs to sell, value in use and nil.

Once an impairment loss has been recognised or reversed, the accumulated amortisation or depreciation is
adjusted in the following years based on the new carrying amount.

Valuation corrections due to impairment, and their reversion are recorded on the income statement and are
reverted when the circumstances which prompted such a reversion are no longer applicable, except those
corresponding to goodwill. The limit for the reversion of the impairment is the carrying amount of the asset which
would appear if the pertinent impairment in value had not been previously entered.

The IAG Group has performed an impairment analysis of the Group's assets based on a business plan approved
by the Board of Directors of the parent Company in December 2023, with a time horizon of 2024-2026, based on
the best estimate as at the date of preparation of these consolidated financial statements on 31 Pecember 2023.

In this business plan, each subsidiary company as a whole is considered as a cash-generating unit, taking into
account the interconnectedness of its business activities. The main features of this Business Plan are its forecasts
for earnings, investments and changes in working capital.

Projections are prepared on the basis of past experience and in accordance with the best possible estimates which
are consistent with outside information and which assume sustainable growth in the level of preduction.

In determining the value in use, there are other variables that affect the calculation of the aforementioned value:

- The discount rate to be applied, understood as the weighted average cost of capital, the main variables
affecting its calculation being the cost of liabilities and the specific risks of the assets, which has been set
at 12.4% before tax (11.2% in 2022).

- The cash flow growth rate used to extrapolate the cash flow projections beyond the period covered by the
budgets or forecasts was estimated at 1.5% (1.5% in 2022).

5.5 Leases

Leases are classified as finance or operating leases depending on the underlying value and the nature of the
transaction.

To evaluate the substance and nature of a lease (finance or operating), Group management considers the
following at the inception of the lease: whether the lease transfers ownership by the end of the lease term;
whether it is felt that the lessee will exercise any purchase option; whether the lease term is for the major part
of the lifespan of the asset; whether the present value of the minimum lease payments amounts to at least
substantially all of the fair value of the leased asset. If any of these four conditions are met the lease is classified
as a finance lease, and ctherwise it is classified as an operating lease.

The main leases entered into by the Group are for aircraft, and do not include automatic transfer of ewnership at
the end of the lease term.

Finance lease

In the case of finance leases, the cost of the leased asset is recognised in the consolidated statement of financial
position according to its nature and a liability of the same amount is recognised at the same time. This amount
is calculated as the lesser of the fair value of the leased asset and the present value, at the beginning of the lease
term, of the minimum payments agreed upon, plus any purchase option, when there is no reasonable doubt as
to its exercise. The calculation does not include contingent payments, service costs or taxes that can be passed
on by the lessor. The total finance charge on the lease is recognised in the consolidated income statement for the
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year in which it is incurred, using the effective interest rate method. Contingent payments, if any, are recognised
as an expense for the year in which they are arise.

The assets recognised for these types of transactions are depreciated on the basis of their nature using the same
criteria as those applied to other items of property, plant and equipment.

Operating leases

Under operating leases, ownership of the leased asset and substantially all the risks and rewards incidental to
ownership of the leased asset remain with the lessor.

When the Group is the lessor, the income and costs arising from operating leases are recognised in the
consolidated income statement in the year in which they are incurred. In addition, the cost of the leased asset is
recognised in the consolidated statement of financial position according to the nature of the asset, increased by
costs directly attributable to the Jease, which are expensed over the lease term using the same method as for
the recognition of lease income.

When the Group acts as a lessee, the expenses arising from the operating lease agreements are charged to the
consolidated income statement in the year in which they are accrued.

Any collection or payment that may be made when arranging an operating lease will be treated as a prepaid lease
collection or payrment that will be allocated to profit or loss over the lease's term as the benefits of the leased
asset are provided or received.

Sale-and-leaseback transactions

Sale and leaseback transactions of assets that qualify as finance leases are considered financing transactions so
that the nature of the asset does not change and no gain or loss is recognised.

If the leaseback transaction is classified as an operating lease, the asset is derecognised from the statement of
financiat position. If the selling price is below fair value, any gain or loss is recognised immediately unless the
loss is offset by future lease payments below market prices. In this case, it is deferred and amortised in proportion
to the lease payments made over the period in which the asset is expected to be used. If the selling price exceeds
the fair value, the excess is deferred and amortised over the period in which the asset is expected to be used.

5.6 Financial instruments

Financial instruments are classified at the time of their initial recognition as financial assets, financial liabilities or
equity instruments, in accordance with the funds arising from the contractual agreement and with the definitions
of financial asset, financial liability and equity instrument.

The Group recognises a financial instrument when it becomes a party to it under the terms of the contract or
legal instrument, either as the issuer or as the holder or acquirer of the instrument.

For measurement purposes, the Group classifies financial instruments as financial assets and financial liabilities
at fair value through consolidated profit or loss, separating those originally designated and those held for trading
and those mandatorily designated at fair value through consolidated profit or loss, financial assets and liabilities
measured at amortised cost, financial assets measured at fair value through equity, separating equity instruments
designated as such from other financial assets, and financial assets measured at cost. The Group classifies
financial assets at amortised cost and fair value through equity, except for designated equity instruments, in
accordance with the business model and the characteristics of the contractual cash flows. The Group classifies
financial liabilities as measured at amortised cost, except for those designated at fair value through profit or [oss
and those held for trading.

The Group classifies a financial asset or financial liability as held for trading if:

+ It was originated, acquired or issued principally for the purpose of selling or repurchasing it in the
imrmediate future.

« On initial recognition it is part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of recent actions to realisg gains in the immediate future;

+ It is a derivative financial instrument, other than a derivative designated as a hedging instrument that
is not a financial guarantee contract; or
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« It is an obligation of the Group in a short position to deliver financial assets that have been lent to it.

The Group classifies a financial asset at amortised cost, even if it is held for trading, if it is held within a business
model whose objective is to hold the asset to collect cash flows from the settlement of the contract and the
contractual terms of the financial asset give rise to cash flows that are solely payments of principal and interest
on the principal outstanding at specified dates.

The Group classifies a financial asset at fair value through equity if it is held within a business mode! whose
objective is to generate contractual cash flows and sell financial assets and the contractual terms of the financial
asset give rise to cash flows at specified dates that are solely payments of principal and interest.

The business model is determined by the Group's key personnel at a level that reflects the way in which they
collectively manage groups of financial assets to achieve a particular business objective. The Group's business
model represents how it manages its financial assets to generate cash flows.

The Group designates a financial asset on initial recognition as at fair value through consolidated profit or loss if
this eliminates or significantly reduces measurement inconsistencies or accounting mismatches that would
otherwise arise if the assets or liabilities were measured on different bases or the results of those assets or
liabilities were recognised on different bases.

In any case, the Group classifies investments in the equity of Group companies and associates and investments
in equity instruments whose fair value cannot be determined by reference to a quoted price in an active market
for an identical instrument, or cannot be reliably estimated, at cost.

All other financial assets are designated as at fair value through consolidated profit or loss, with the exception of
equity instruments which are designated as at fair value through other comprehensive income.

The Group designates a financial liability as at fair value through profit or loss on initial recognition if this
eliminates or significantly reduces an accounting inconsistency or mismatch in measurement or recognition that
would otherwise arise, if the valuation of assets or liabilities or the recognition of the results of those assets or
liahilities would be made on a different basis, or if a group of financial liabilities or financial assets and financial
liabilities is managed and its performance evaluated on a fair value basis in accordance with a documented risk
management or investment strategy and information about that group is communicated internally on the same
basis to the Group's key management personnel.

The Group classifies all other financial liabilities as financial liabilities at amortised cost.

(i) Compensation principles

A financial asset and a financial liability are only an object of compensation when the Group has the legally
enforceable right to compensate the amounts registered and intends to settle the net amount or realise the asset
and cancel the liability simultaneously.

(i) Financial assets and liabilities at fair value through profit or loss

The Group recognises financial assets and liabilities at fair value through profit or loss initially at fair value.
Transaction costs directly attributable to the purchase or issue are expensed as incurred.

The fair value of a financial instrument at initial recognition is usually the transaction price, unless that price
includes elements other than the instrument, In which case the Group determines the instrument’s fair value.
After initial recognition, they are carried at fair value with changes reccgnised in the income statement. Changes
in fair value include the interest and dividend components. The fair value is not reduced by transaction costs that
may be incurred in the event of a sale or other disposal.

(i) Financial assets and liabilities at amortised cost

Financial assets and liabilities at amortised cost are initially recognised at fair value plus or minus transaction
costs incurred and subsequently measured at amortised cost using the effective interest method. The effective
interest rate is the discount rate that exactly matches the carrying amount of a financial instrument to the
estimated cash flows over the expected life of the instrument, based on its contractual terms and, for financial
assets, excluding future credit losses, except for those acquired or originated with incurred losses for which the
effective interest rate adjusted for credit risk is used, i.e. taking into account credit losses incurred at the date of
acquisition or origin.

i4



(iv) Financial assets at fair value through equity

Financial assets at fair value through equity are initially recognised at fair value plus transaction costs directly
attributable to the acquisition.

After initial recognition, financial assets in this category are measured at fair value with the gain or loss recognised
in recognised Income and expense in equity, except for impairment losses and foreign exchange gains and losses
on debt instruments. The amounts recognised in equity are recognised in the income statement when the financial
assets are derecognised and impairment losses are recognised, If any. However, interest calculated using the
effective interest method is recognised in the income statement.

(v) Financial assets and liabilities measured at cost

Investments in equity instruments whose fair value cannct be reliably estimated and derivative instruments that
are linked to equity instruments and must be settled by delivery of such unquoted equity instruments are
measured at cost. However, if at any time a reliable measure of the financial asset or financial liability is available
to the Group at any time on an ongoing basis, the financial asset or financial liability is carried at falr value at
that time, with gains or losses recognised in accordance with the classification of the asset or liability.

The Group measures investments included in this category at cost, which is the fair value of the consideration
given or received, plus or minus directly attributable transaction costs, less any accumulated impairment losses.
The initial measurement of equity instruments also includes the amount of acquired preferential subscription
rights and similar rights.

(vi) Reclassifications of financial instruments

The Group reclassifies financial assets when it changes the business model for managing them or when it meets
or ceases to meet the criteria to be classified as an investment in group entities, jointly controlled entities or
associates, or when the fair value of an investment ceases or becomes unreliable, except for equity instruments
designated classified at fair value through equity, which cannot be reclassified. The Group does not reclassify
financial liabilities.

(vii} Interests and dividends

Interest and dividends on financial assets accrued after the time of acquisition are recognised as income in the
income statement.

Interest received from financial assets is recognised at amortised cost using the effective interest rate method
and dividends are recognised when the Group’s right to receive them is declared.

If the dividends distributed ciearly arise from profits earned before the acquisition date because amounts were
distributed in excess of the profits earned by the investee or an investee of the investee since the acquisition,
they reduce the carrying amount of the investment. This criterion is applied independently of the measurement
criterion for equity instruments. Therefore, for equity instruments measured at fair value, the value of the
investment is also reduced and the subsequent increase in value is recognised in the consolidated Income
staternent or in equity, depending on the classification of the instruments.

(viif) Elimination of financial assefs

The Group applies the criteria for derecognition of financial assets to part of a financial asset or part of a group
of similar financial assets or to a financial asset or a group of similar financial assets.

Financial assets are derecognised when the related rights to receive cash flows have expired or have been
transferred and the Group has substantially transferred the risks and rewards of ownership. Financial assets are
derecognised only when the Group retains the contractual rights to receive the cash flows, contractual obligations
have been incurred to pay the cash fiows to one or more recipients and the following conditions are met:

« The payment of cash flows is conditional on prior collection.

« The Group may not sell or pledge the financial asset; and

o Cash flows collected on behalf of potential recipients are remitted without material delay and the Group

is unable to reinvest the cash flows. Investments in cash or cash eguivalents made by the Group during
the accounting period between the collection date and the remittance date agreed with the potential
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recipients are excluded from this criterion, provided that the accrued interest is attributed to the potential
recipients.

The derecognition of a financial asset involves the recognition of results owing to the difference between its
carrying amount and the amount of the compensation received, net of transaction fees; any assets obtained or
liabilities assumed. Any deferred amounts in equity are reclassified to the consolidated income statement.

The recognition criteria for derecognition of financial assets in transactions where the Group neither assigns nor
substantially retains the risks and rewards of ownership are based on analysis of the degree of control. Thus:

+« If the Group has not retained control, the financial asset is derecognised and any rights or obligations
created or retained by the transfer are recognised separately as assets or liabilities.

+« If control has been retained, the financial asset continues to be recognised for the Group's continuing
involverment in the financial asset and an associated liability is recognised. The continuing involvermnent
in relation to the financial asset is determined by the level of exposure to changes in the value of the
asset. The asset and the associated liability are measured on the basis of the rights and obligations that
the Group has recognised. The associated liability is recognised such that the carrying amount of the
asset and the associated liability equals the amortised cost of the rights and cbligations held by the
Group if the asset is measured at amortised cost or the fair value of the rights and obligations held by
the Group if the asset is measured at fair value. The Group continues to recognise income on the asset
to the extent of its continuing involvement and expense on the associated liability. Changes in the fair
value of the asset and the associated liability are recognised consistently in the income statement or in
equity in accordance with the general recognition criteria set out above and should not be offset.

Transacticns in which the Group retains substantially all the risks and rewards of ownership of a transferred
financial asset are recognised by recognising the consideration received as a liability. Transaction costs are
recognised in the income statement using the effective interest method.

(ix) Impairment in value of financial assets

A financial asset or group of financial assets is impaired and a loss produced as a cause of impairment if there is
objective evidence of the impairment as the result of one or more events occurring after the initial recognition of
the asset where the event or events causing the loss have an impact on estimated future cash flows from the
financial asset or group of financial assets, which can be reliably estimated.

The Group recognises impairment losses on financial assets at amortised cost if there has been a reduction or
delay in the estimated future cash flows due to the insolvency of the debtor.

Similarly, in the case of equity instruments, impairment exists if the carrying amount of the asset is no longer
recoverable due to a prolonged or significant decline in its fair value.

¥ Impairment in the value of financial assets valued at amortised cost

The amount of the joss from impairment in the value of financial assets valued at amortised cost is the difference
between the carrying amount of the financial asset and the current value of the estimated future cash flows,
excluding future credit losses that have not been incurred, with the original effective interest rate of the asset
discounted. For financial assets at a variable interest rate, the effective interest rate corresponding to the
valuation date will be used according to contract conditions. However, the Group uses their market value, provided
that this is sufficiently reliable to be considerad representative of the value that could be recovered.

Loss from impairment of value is entered on the income statement and is reversible in later years if the decrease
can be objectively related to an event occurring after its recognition. Nonetheless, the reversal of the loss has a
limit of the amortised cost the assets would have had if the loss for impairment had not been recognised.

The Group directly reduces the carrying amount of a financial asset when it has reasonable expectations of full
or partial recoverability.

) Eliminations and modifications of financial liabilities
The Group derecognises a financial liability or part of one when it has fulfilled the obligation contained in the

liability or where the Group has been legally exempted from the basic liability contained in the instrument either
by virtue of legal proceedings or by the creditor.
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Exchanges of debt instruments between the Group and the counterparty, or substantia! modifications to the
tiabilities initially recognised are recognised through derecognition of the original financial liability and recognition
of a new financial liability, provided that the instruments have substantially different conditions The Group
considers that the conditions are substantially different if the current value of the discounted cash flows under
the new conditions, including any net paid fee of any received fee, and using the original effective interest rate
for the discount, differs at least 10 per cent from the current discounted value of the cash flows that still remain
from the original financial liability.

If the exchange is recorded as a settlement of the original financial liability, the costs or fees are recognised in
the consolidated income statement as part of profit or loss. Otherwise, costs or commissions adjust the carrying
amount of liability and are amortised using the amortised cost method during the rest of the life of the changed
liability. In the latter case, a new effective interest rate is determined at the modification date that equates the
present value of the flows payable under the new terms with the carrying amount of the financial liability at that
date.

The Group recognises the difference between the carrying amount of the financia! liability cancelled or assigned
to a third party and the consideration paid, including any asset assigned which is different to the cash or liability
assumed, and charges it to the income statement. When the Group delivers non-monetary assets in settlement
of liabilities, it recognises the difference between the fair value of the assets and their carrying amount as
operating profit or loss and the difference between the value of the liabilities to be written off and the fair value
of the assets as financial result. When the Group delivers inventory, the corresponding sales transaction is
recognised at fair value and the change In inventory is recognised at carrying amount.

5.7 Cash and cash equivalents

The Group classifies under this consolidated statement of financial position item cash and short-term, highly liquid
investments with a maturity of three months or less that are readily convertible to cash and which are subject to
an insignificant risk of changes in value, as well as the interest receivables on these investments at the year.

5.8 Hedge accounting

Derivative financial instruments are initially recognised following the criteria set out above for financial assets
and liabilities. Specifically, derivative financial instruments that do not meet the hedge accounting criteria below
are classified and measured as financial assets or liabilities at fair value through profit or loss. Derivative financial
instruments that meet the criteria for hedge accounting are initially recognised at fair wvalue plus,
where applicable, transaction costs directly attributable to entering into the instruments or less transaction costs
directly attributable to issuing the instruments. However, the transaction costs are subsequently recognised in
profit or loss to the extent that they do not form part of the effective change in the financial hedge.

The derivatives held by the Group mainly relate to hedges of foreign exchange risk, interest rate risk, fuel price
risk and the value of investments in certain equity instruments, with the objective of significantly reducing these
risks in the underlying hedged transactions.

Derivatives are recognised under "Non-current financial assets - Derivatives financial instruments” or “Current
financial assets — Derivatives financial instruments” of the consclidated statement of financial position if they are
positive, and under “Non-current borrowings - Derivatives financial instruments” or “"Current borrowings -
Derivatives financial instruments” if they are negative.

Accounting recognition of hedging transactions is only required when there is an economic relationship between
the item hedged and the hedging instrument, credit risk does not have a dominant effect on the resulting changes
in value of that economic relationship, and the hedging ratioc is the same as that resulting from the amount of the
item hedged that la Group actually uses to cover the said amount of the item hedged. However, such designation
shall not refiect an imbalance between the weightings of the hedged item and the hedging instrument that results
in recognised or unrecognised hedge ineffectiveness that would cause a result contrary to the purpose of hedge
accounting.

The Group applies the following types of hedges, recognised as described below:

1. Fair value hedges: the hedged item and the hedging instrument are both measured at fair value, and any
changes in their fair values are recognised in the consolidated income statement.

2. Cash flow hedging: Changes in value of the hedging instrument are recognised in consolidated equity
for the effective portion of the hedge in “Equity — Valuation adjustments”, while the ineffective part of
the hedge is taken directly to the income statement. The cumulative gain or loss recognised under
"Equity — Valuation adjustments" is transferred to the consolidated income statement to match the
underlying’s impact (for the risk hedged) on the consolidated income statement; thus this effect is netted
under the same heading in the consolidated income statement.
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If the hedging relationship ceases to meet the effectiveness requirements related to the hedging ratio, but the
risk management objective remains the same for that relationship, la Group adjusts the hedging ratio so that the
criteria for hedging relationships continue to be met (rebalancing). Rebalancing refers to adjustments made to
the designated amounts of the hedged item or hedging instrument in an existing relationship to maintain the
hedge ratio that meets the hedge effectiveness requirements. The Group accounts for this rebalancing as
a continuation of the hedging relationship. On the rebalancing date, the Group determines the ineffective part of
the relationship and recognises any ineffectiveness in profit or loss.

Hedge accounting is discontinued when the hedging instrument reaches maturity, oris sold, finalised or exercised,
or no longer qualifies for hedge accounting. At this point, any cumulative profit or loss on the hedging instrument
recognised in equity remains in equity until the operation planned has been carried out. When the hedging
operation is not expected to be carried out, the net cumulative profit or loss on the hedging instrument is takan
to net profit or loss for the period.

The fair value of the various derivative financial instruments is calculated by discounting estimated future cash
flows based on spot and forward market conditions at the reporting date.

The hedging operations are properly documented, including the way in which it is expected to achieve and
measure their effectiveness, in accordance with the Group’s risk management policy.

All the Group's hedging relationships meet the requirements for hedge accounting under the General Chart of
Accounts.

5.9 Inventories

Inventories are valued at the lower of cost, calcufated using the average weighted price method, and net realizable
value. Inventories include mainly aircraft spare parts, repairable aircraft engine parts and emission allowances.

The Group makes the appropriate valuation allowances and recognises them as an expense in the consclidated
income statement when net realizable value is below purchase price (note 17.3).

Emission allowances

Pursuant to Directive 2003/87/EC, which establishes a scheme for emission allowance trading system within the
European Community (EU ETS), measures to reduce the impact of aviation on climate change became effective
in 2012, whereby airlines must bear certain costs for CO2 emissions caused by flights to or from a European
Union member airport.,

Directive (EU) 2018/410, amending Directive 2003/87/EC, was approved in 2018 to establish the regulatory
framework for phase IV emissions trading, which will take place between 2021 and 2030, seeking to reduce
erissions in a cost-effective way and promote investment in low-carbon technologies. This new directive Is the
European Union's main instrument for achieving its 2030 emission-reduction targets, included in the European
Union “s climate strategy known as the Green Deal or European Green Pact.

In June 2021, the European Commission presented a new draft Directive included in the climate policy package
known as Fit for 55, through which the European Union wants to update the EU climate policy framework to make
the reduction of EU emissions - at least 55% by 2030 - a legal obligation. This regulatory proposal is currently
under negotiation.

Decision No. 2/2019, of 5 December 2019, agreed the linkage of the Swiss emissions scheme with the European
scheme. From 1 January 2020 all flights originating in any European Union country bound for an airport in Swiss
territory are covered by the EU Emissions Trading Scheme; and all flights originating in Switzerland bound for a
destination in any European Union country are covered by the Swiss scheme.

In October 2016, the QACI (International Civil Aviation QOrganization) agreed on a Carben Offsetting and Reduction
Scheme for International Aviation (CORSIA). The implementation of the CORSIA started with a pilot phase until
the end of 2023, in which the Group is included, followed by a first phase from 2024 until the end of 2026. From
1 January 2019, the Group is monitoring all its emissions in detail and reporting them to the Competent Authority,
as 2019 is used as the base year for the emissions calculations during the pilot phase of the scheme. Following
the agreement reached at the 41st OACI General Assembly, from 2024, the base year for this emissions scheme
will be modified to stabilise the sector's emissions at 85% of the 2019 level in order to increase the sector's
climate ambition internationally.

Due to the UK leaving the European Union (Brexit), a new UK-ETS emissions trading scheme has been in effect

since 1 January 2021. This applies to all flights originating in the UK bound for a destination airport in the European
Economic Area. The operations from the European Union to the UK are included in the EU Emissions Trading
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Scheme. The Group has the tools and procedures needed to monitor its emissions and ensure it complies with- all
of these schemes.

The greenhguse gas emission allowances assigned to the Group at no cost through the Spanish National Allocation
Plan pursuant to Law 2/2020, of 16 December, modifying Law 1/2005 and governing trading in these allowances,
were recognised on allocation in 2023 under "Inventories" at their market value, with a non-refundable capital
grant being simultaneously recognised for the same amount. The rights received are recorded at cost. From 2021,
a linear reduction of 2.2% will be applied to the free allocation of allowances, as required by Directive {(EU)
2018/410. At the same time, by decision of the European Commission, from 2024 onwards the free allowances
to airlines will be drastically reduced, starting with 25% in 2024, 50% in 2025 and finally 100% in 2026.

The “Current provisions” in the consolidated statement of financial position, with a charge to “Other operating
expenses” in the consolidated income statement, includes the amount of expenses related to greenhouse gas
emission allowances consumed in the year measured at the amount at which they were granted or acquired, if
the rights are held, or based on the best estimate of the expenditure required to cover the shortfall of allowances.

The related provision and inventories recognised upon receipt of the rights are cancelled on settlement of the
liabilities, which will be before 30 April 2024,

The non-refundable subsidies associated with emission allowances acquired at no cost were recognised on the
consolidated income statement as the costs arising from greenhouse gas emissions in relation to the subsidised
emission allowances were recognised.

5.10 Balances and transactions in currencies other than the euro

Transactions in currencies other than the Eurc and the resulting receivables and payables are recognised at their
equivalent Euro value at the transaction date. At the close of each financial year, the receivables and payables
denominated in currencies other than the Euro are translated at the exchange rates prevailing at said date. Any
differences in value arising from a discrepancy between the official exchange rates at year-end and the exchange
rates at which non-euro receivables and payables were criginally recognised or from differences with exchange
rates at the date of collection or payment of non-euro receivables, payables and cash or equivalent balances are
recognised under "Exchange differences” or "Other operating costs” on the consolidated income statement,
depending on their nature.

In accordance with standard airline practise, the balance representing the liability for unused traffic documents
is recorded in the consolidated statement of financial position at the International Air Transport Association (IATA)
exchange rate for the month of sale, which is the average exchange rate for the fast five banking days up to and
including the 25th of the previous month. These balances are not remeasured at the exchange rate prevailing at
the end of the reporting period and there are only exchange differences when they are reimbursed. This did not
have a significant effect on the consolidated financial statements.

5.11 Income tax
The expense of income for tax on profits includes both current and deferred tax.

Assets and liabkilities for current tax on profits are valued at the amounts that are expected to be paid or recovered
from the tax authorities, using the standard and tax rates in force or approved and pending publication at year
end.

Tax on current or deferred profits is recognised in the income statement, except when it arises from a transaction
or economic event that has been recognised in the same year or a different year against equity or from a
combination of businesses.

Since 2012, the Group has been taxed under the consolidated tax regime, with IB Opco Holding, S.L, being the
parent company of the tax group. In addition to the aforementioned entities, this tax group includes the group
companies Iberia Lineas Aereas de Espafia S.A. Operadora, Compafifa Operadora de Corto y Medio Radio Iberia
Express, S.A., Compafiia de Explotacién de Aviones Cargueros, Cargosur, S.A., Iberia Desarrollo Barcelona S.L.
and Iberia Tecnologia S.A.

(i) Recognition of deferred tax liabilities
The Group recognises deferred tax liabilities in all cases, except when they arise from the initial recognition of

the acodwill ar from an asset or liability in a transaction that is not a husiness combination and which on the date
of the transaction does not affect the accounting profit/(loss) or the tax base;
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(ii) Recognition of deferred fax assets

The Group recognises deferred tax assets when it is probable that sufficient future taxable profit will be available
against which they can be utilised or when tax legislation provides for the possibility of future conversion of
deferred tax assets into a receivable from the tax authorities.

However, assets which arise from the initial recognition of assets and liabilities in a transaction which is not
a business combination, and which on the transaction date does not affect accounting profit/(loss) or the tax
base, are not recognised.

In the absence of evidence to the contrary, it is considered unlikely that future taxable profits will be available to
the Group if their future realisation is expected more than ten years after the reporting date, regardless of the
nature of the deferred tax asset, or in the case of tax credits and other tax benefits, which are not yet available
for tax purposes due to insufficient taxable profit when the activity has been carried out or the income has been
earned that gives rise to the entitlement to the tax credit or tax benefit and there is reasonable doubt as to
whether the conditions for claiming the tax credit or tax benefit have been met.

The Group recognises deferred tax assets arising from tax loss carry forwards only to the extent that it is probable
that future taxable profit will be available against which they can be utilised within a period not exceeding ten
years, unless there is evidence that it is probable that they can be utilised within a longer period, when tax
legislation permits their utilisation within a longer period or does not impose a time limit on their utilisation.

On the other hand, it is considered probable that the Group will have sufficient taxable profits to realise deferred
tax assets, provided that there are sufficient taxable temporary differences relating to the same taxation authority
and the same taxable entity that may be reversed in the same year as the expected reversal of deductible
temporary differences or in years in which a tax loss, due to a deductible temporary difference, can be netted
against previcus or subsequent gains.

The Group recognises deferred tax assets that have not been recognised because they exceed the ten-year
reversal period to the extent that the future reversal period does not exceed ten years from the end of the
reparting period or when sufficient taxable temporary differences exist.

In determining future taxable profit, the Group considers tax planning opportunities when it intends to use them
or is likely to use them.

(iii) Measurement of deferred tax assets and liabilities

Deferred tax assets and liabilities are measured at the tax rates that will apply in the years in which the assets
are expected to be realised or the liabilities are expected to be settied, based on tax rates and tax laws that have
been enacted or substantively enacted and taking into account the tax consequences that will follow from the
manner in which the Group expects to realise the assets or settle the liabilities.

(iv) Classification

Deferred tax assets and Habilities are recognised on the consolidated statement of financial income as non-current
assets or liabilities, regardless of their expected realisation or settlement dates.

5.12 Income and expenses

Income and expenses are recogiised when the actual flow of the related goods and services occurs, regardless of
when the resulting monetary or financial flow arises.

Ticket sales and sales of the traffic documents for cargo and other services are initially recognised under "Deferred
revenue” in the consolidated statement of financial position. The balance of this heading includes the estimated
liabilities for ticket sales and traffic documents sold each year prior to 31 December but not yet used at that date.
Ticket and traffic document revenue are recognised on the date established for the provision of the carriage or
servica. Unclaimed tickets are recognised as revenue after the contractual departure date, with the timing of
recognition estimated based on ticket terms and conditions and statistical analysis of historical trends.

The Group analyses whether it acts as an agent or as a commission agent in relation to transport services by
considering whether it has a performance obligation to the customer or whether its obligation is to arrange for
the service to be provided by a third party. The Group acts as an agent when (i} it collects and remits to the
relevant tax authorities various taxes and commissions charged on the sale of tickets to passengers; and (i1} it
provides interline services to partner airlines.
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Other revenue, such as maintenance and handling {aircraft handling and airport services) is recognised when the
performance obligations are satisfled (over time) and control of the goods or services is transferred to
the customer.

In 2015, the Group transferred the Iberia Plus loyalty programme to Avios Group (AGL) Ltd, trading as IAG
Loyalty (IAGL), a Spanish branch of the IAG Group. IAG Loyalty (IAGL), whose object is creating the customer
loyalty allowing them accumulate Avios each time the participants of the same perform determined flights, use
the services of other participating entities of the programme or perform their purchases with select credit cards.
Since then, the Avios points awarded in services provided by Iberia are measured at their fair value and
recognized as a payable to AGL, which is settled monthly. When programme users redeem their Avios for services
provided by IAG Group companies, revenue is recognised in the consolidated income statement when the Avios
is used, with a balancing entry in a liability account funded by the amount the Group charges IAGL for the
contracted value at the time the award is issued.

In general, any incentives, bonuses or discounts received in cash or in kind by the Group relating to aircraft
coming into service under operating leases are recognised in the consolidated income statement either on
a straight-line basis over the term of the lease or when the incentive, bonus or discount is used. Amounts not yet
recognised as income at each year-end are included under “Long-term accruals” on the liabilities side of the
consolidated statement of financial position.

Interest income from financial assets is recognised using the effective interest method, and dividend income is
recognised when the shareholder’s right to receive payment has been established. Interest and dividends from
financial assets accrued after the date of acquisition are recognised as income in the consolidated income
staterment.

5.13 Provisions

Provisions are recognised when the Group has a present legal, contractual, constructive or legal cobligation as
a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation.

The amounts recognised in the consclidated statement of financial position represent the best estimate of the
expenditure required to settle the present obligation at the reporting date, taking into account the risks and
uncertainties associated with the provision and, where material, the financial effects of discounting, provided that
the expenditure to be incurred in each period can be estimated reliably. The discount rate Is determined on a
pre-tax basis, taking into account the time value of money and the specific risks not reflected in the future flows
relating to the provision at each reporting date.

Provisions are reversed through profit or loss if it is not probable that an outflow of resources will be required o
settle the obligation.

Obligations to persaonnel

Pension obligations and net pension costs are determined using actuarial calculations. These valuations are based
on key assumptions such as the discount rate, estimated salary increases, mortality rates and social security
assumptions. The discount rate assumptions reflect the interest rates available for high-quality corporate bonds
with an appropriate maturity at the reperting date. Due to changes in economic and market conditions, key
assumptions may differ from current assumptions and result in changes in the pension liability. These differences
are recognised in full in equity as actuarial gains or losses.

In its defined benefit plans, the Group includes benefits, where there Is a legal or implicit obligation to deliver the
promised benefits directly to the employees when these become due for services provided by the employees in
the current or previous periods.

The defined benefit liability recognised in the consolidated balance sheet is the present value of the obligation at
the reporting date, less the fair value of plan assets at that date and less unrecegnised past service costs. The
Group recognises actuarial gains and losses in its equity in the period in which they occur.

Under the collective bargaining agreements in force, on reaching the age of 62 Iberia flight crew shall retire from
the flying services and be placed on reserve, retaining their employment relationship until they reach the age of
67 at the latest or until they reach a lower age if they retire, or remaining active with restrictions on their activity.
The Group recognises the costs of staff placed on reserve throughout the active working life of each employee in
accordance with the related actuarial studies based on estimates at the time of this placement. At present, 22
employees have taken up this scheme.
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Likewise, there are 3 cabin crew members who, by virtue of the collective bargaining agreement in force, is
coverad by this benefit.

The collective labour agreements in force also provide that flight erew who meet certain conditions may take early
retirement (special leave of absence and voluntary termination until November 2010). Iberia is required to
remunerate these employees until they reach the age of 65 or 67. The Group recognises a provision for this based
on actuarial studies, with a charge against the consclidated income statement in the year that this happens to
add to the fund already created for reserve placements. At present, 446 employees are on special leave and no
employee has apted for voluntary retirement. In addition, 33 members of the technical crew are covered by the
special termination programme for pilots.

The present value of the defined benefit obligations, the cost of benefits provided and the cost of past service are
calculated annually by independent actuaries using the projected unit credit method, with the most recent
calculation in December 2023 using a technical rate of interest, rate consistant with the iBoxx index, of 3.17%
and 2.98%, depending on whether or not they are currently active staff, the mortality tables
PER_Col_2020.1ler.orden., and assuming and annual increases in benefits of 3.8% in 2024, 3.3% in 2025 and
2.2% beyond.

Restructuring provisions

Compensation for involuntary termination of employment is recognised as soon as a detailed official plan exists
and has produced a valid expectation among affected personnel that there will be a termination of labour relations,
either the result of the plan being put into place or because its main features have been announced.

Provisions related to restructuring processes are recognised when the Group has a constructive obligation because
a detailed formal plan exists and there is a valid expectation among those affected that the process will be carried
out, either by starting to implement the plan or by announcing its main features. Furthermore, these provisions
only include disbursements directly related to the restructuring that are not associated with the Group’s continuing
operations.

In December 2001, Iberia secured authorisation from the employment authorities for a collective redundancy
procedure (ERE 72/01) to be applied to various employee groups. This plan has been extended by further
authorisations and will remain in force until 31 December 2015. This plan involves the payment of certain amounts
to the staff members concerned up to the age of 65.

In 2014, Iberia obtained the approval of another severance plan (ERE 187/14), applicable to the ground and pilot
staff collectives, valid until December 2017, but which ceased to be applied in 2016, as all the departures of the
quota allocated to it were covered. This programme provides for the payment of certain amounts to the staff
concerned up to the age of 65.

In 2017, Iberia obtained approval for a new severance plan {ERE 65/17), applicable to all groups and valid until
31 December 2019,

The actuartal studies performed in December 2023 by independent experts to estimate the liabilities for the
restructuring plans were based on the same assumptions as those made to determine the provisions for
obligations with employees, with the exception of the technical discount rate, which in this case was 3.15%, aiso
consistent with the iBoxx index. Due to changes in economic and market conditions, key assumptions may differ
from current assumptions and may result in changes to pension liabilities, Such differences are recognised in full
as actuarial gains or losses in the income statement.

Provisions for major repairs and refurbishments

As mentioned in note 5.3, the Group has entered into certain operating leases under which it is contractually
obliged to carry out major repairs at regular intervals and upon return of the aircraft. At the end of each reporting
period, the Group recognises a provision for the estimated amount of the obligation incurred at that time and
charges it to the consolidated income statement.

The provisions referred to in this section are recognised in accordance with the general criteria for the recognition
of provisions. In particular, the amount Is estimated using key assumptions such as flight hours and flight cycles
based on historical information.
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5.14 Montepio de Previsién Social Loreto

Montepio de Previsién Social Loreto's main purpose is to pay retirement pensions to its members (which include
employees of subsidiary Iberia} and other welfare benefits in certain circumstances (death and
permanent disability).

Under the current collective labour agreements, the subsidiary Iberia and its employees make the statutory
contributions established therein (defined contributions). The Montepio’s by-laws limit the Group’s economic
liability to payment of the statutory contributions established.

The Group recognises contributions to defined contribution plans when employees render service. The amount of
contributions accrued is recognised as an employee benefit expense and as a liability net of any amounts already
paid. In the event that the amounts paid exceed the accrued expenses, the corresponding assets are recognised
only to the extent that they can be used to reduce future payments or result in a cash refund.

In the 2023 financial year, contributions in this context amounted to €19 million {2022: €16 million) and were
recognised in the accompanying consolidated income statement for 2023 under “Employee costs - Employee
welfare costs”.

5.15 Related party transactions

Transactions between Group companies, with the exception of mergers, spin-offs and contributions in kind of
business units to which special rules apply, including investments in Group cormpanies, are recognised at the fair
value of the consideration given or received. The difference between this value and the agreed amount is
recegnised according to the underlying economic substance either as a contribution or as a dividend distribution.
However, the portion that is not realised in proportion to the percentage interest in the Group company is
recegnised as donation income or expense.

The special provisions refer, in the valuation of the transactions received, to the values of the consolidated
accounts of the group or of the larger sub-group in which the assets and liabilities are included and whose parent
company is Spanish. If the aforementioned financial statements are not prepared under one of the exemption
grounds provided for in the consclidation rules, or the values of the consolidated annual accounts whichever is
lower, the values used shall be those existing prior to the transaction in the separate financial statements of the
transferring or acquired company.

Furthermore, transfer prices are adequately documented, and, therefore, the Directors of the parent Company
believe there are no significant risks in this regard which might give rise to considerable liabilities in the future.

5.16 Current / non-current

In the consolidated balance sheet, assets and liabilities that are expected to be settled or fall due within 12
months of the reporting date are classified as current items, and those which fall due or will be settled after more
than 12 months are classified as non-current items.

Financial liabilities are classified as current if they fall due within twelve months of the reporting date even if the
original term is for a period longer than twelve months and there is an agreement to refinance or restructure
long-term payments that was concluded after the reporting date and before the consolidated financial statements
are authorised for issue.

5.17 Furlough schemes

The Group benefited until February 2022 from the aid provided by the temporary redundancy pregrammes (ERTE)
provided for in Royal Legislative Decree 8/2020 of 17 March on extraordinary emergency measures to deal with
the economic and social consequences of COVID-19. For this purpose, the Group recognises the full amount of
the company's contribution to social security for employees who are temporarily released from work, reduce their
working hours or are rehired as an expense according to their nature and as a subsidy for the subsidised part.
The Group has not availed itself of any such grants during the 2023 financial year.

5.18 Share-based payments
The IAG Group has a number of equity-settled share-based payment plans in return for services rendered.
The IAG Group estimates annually the expense to be passed on by the employees of the subsidiaries Iberia and

Iberia Express who are members of the plan, taking into account management's estimate of the achievement of
the targets set and therefore the number of equity instruments that will ultimately be granted.

23



5.19 The impact of climate change on financial reporting

Environmental activities are generally considered to be those aimed at preventing, reducing or repairing damage
to the environment. Accordingly, investments arising from environmental activities are recognised at cost and
capitalised as an increase to property, plant and equipment and inventories in the year they are made,
in accordance with the criteria described in Notes 5.3 and 5.9.

Costs arising from environmental protection and improvements are taken to the income statement for the year
in which they are incurred, irrespective of when the associated monetary or financial flows take place.

Provisions for contingencies or liabilities, litigation in progress and indemnities or obligations of undetermined
amount related to the environment that are not covered by insurance policies are made as soon as the
contingency or liability giving rise to the indemnity or payment occurs.

Significant transactions and critical accounting estimates, assumptions and judgements in the determination of
the impact of climate change

As a result of climate change the Group has designed and approved its Flightpath Net Zero climate strategy,
which commits the Group to net zero emissions by 2050. While approved business plans currently have a duration
of three years, the Flightpath Net Zero climate strategy impacts both the short, medium and long-term operations
of the Group.

The details regarding the inputs and assumptions used in the determination of the Flightpath Net Zero climate
strategy include, but are not limited to, the following that are within the control of the Group:

¢ The additional cost of the Group’s commitment to increasing the level of Sustainable Aviation Fuels to
10 per cent by 2030 and to 70 per cent by 2050;

e  The cost of incurring an increase in the level of carbon offsetting and carbon capture schemes; and
¢ The impact of introducing more fuel-efficient aircraft and being able to operate these more efficiently.

In addition to these inputs and measures within the control of management, Flightpath Net Zero includes
assumptions pertaining to consumers, governments and regulators regarding the following:

« The impact on passenger demand for air travel as a result of both passenger trends regarding climate
change and government policies;

o Investment and policy regarding the development of Sustainable Aviation Fuel (SAF) production
facilities;

o Investment and improvements in air traffic management; and

» The price of carbon through the EU, Swiss and UK Emissions Trading Schemes (ETS) and the UN Carbon
Offsetting and Reduction Scheme for International Aviation (CORSIA).

The level of uncertainty regarding the impact of these factors increases over time. Accordingly, the Group has
applied critical estimation and judgement in the evaluation of the impact of climate change regarding the
recognition and measurement of assets and liabilities within the financial statements.
Critical accounting estimates, assumptions and judgements - cash flow forecast estimation
With the Flightpath Net Zero climate strategy assessing the impact over a long-term horizon to 2050, the level
of estimation uncertainty in the determination of cash flow forecasts increases over time. For those assets and
liabilities, where their recoverability is dependent on long-term cash flows, the following critical accounting
estimates, assumptions and judgements, to the extent they can be reliably measured, have been applied:

a. Long-term fleet plans and useful economic lives

The Group’s Flightpath Net Zero climate strategy has been developed in conjunction with the long-term fleet
plans. This includes the annual assessment of useful lives and the residual values of each aircraft type.

As a result of the impact of the COVID-19 pandemic, the Group permanently stood down 17 A-340-600s, their
engines and rotable inventories during 2020. These permanently stood down aircraft were older generation
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aircraft, that were less fuel efficient, more carbon intensive and more expensive to operate than more modern
models.

Subsequent to the retirement of these aircraft, along with the committed future delivery of fuel-efficient aircraft,
the Group considers the existing fleet assets align with the long-term fleet plans to achieve its Flightpath Net
Zero climate strategy. All aircraft in the fleet, and those due to be delivered in Ehe future, have the capabiiity to
utilise SAF in their operations without impediment. Accordingly, no impairment has arisen in the current or prior
year, nor have the useful lives and residual values of aircraft been amended, as a result of the IAG Group's
decarbonisation plans.

b. Impairment testing of the Group’s cash generating units

The Group applies discounted cash flow models derived from the cash flow forecasts from the approved three-
year business plans. The Group’s Flightpath Net Zero climate strategy is long-term in nature and includes
commitments that will occur at differing points over this time horizon. To the extent that certain of those
commitments occur over the short-term, then thay have been incorporated into the three-year business plans.

The Group adjusts the final year (being the third year) of these probability-weighted cash flows to incorporate
the impacts of climate change from the IAG Group's Flightpath Net Zero climate strategy that are expected to
occur over the medium-term, being to 2030. These adjustments are limited to those that: (i) the Group can
reliably estimate at the reporting date, with those costs subsequent to 2030 having such a high degree of
uncertainty that they cannot be reliably estimated; (ii) only relate to the Group’s existing asset base in its current
condition; and (iii} incorporate legislation and regulation that is expected to be required to achieve the IAG
Group’s Flightpath Net Zero climate strategy, and which is sufficiently progressed at the reporting date.

As a result, the Group’s impairment modelling incorporates the following aspects of the IAG Group’s Flightpath
Net Zero climate strategy through to 2030, after which time the level of uncertainty regarding timing and costing
becomes insufficiently reliable to estimate: (i} an increase in the level of SAF consumption of 10 per cent of the
overall fuel mix; (ii) forecast cost of carbon, including SAF, ETS allowances and CORSIA allowances (all derived
from externally sourced or derived information); (iii} the removal of existing free ETS allowances issued by the
EU member states, Switzerland and the UK; (iv) forecast kerosene taxes applied to jet fuel for all intra EU flight
activity; and the removal of existing free ETS allowances issued by the UK and EU member states; and (v)
assumptions regarding the ability of the Group to recover these incremental costs through increased ticket pricing.

In preparing the impairment models, the Group cash flow projections are prepared on the basis of using the
current fleet in its current condition. The Group excludes the estimated cash flows expected to arise from future
restructuring unless already committed and assets not currently in use by the Group. In addition, for the
avoidance of doubt, the Group’s impairment modelling excludes the following aspects of the IAG Group's
Flightpath Net Zero climate strategy: {i) the expected transition to electric and hydrogen aircraft, as well as future
technological developments to jet engines and airframes; (ii} any savings from the transition to more fuel efficient
aircraft other than those either in the Group's fleet or those committed orders due to be delivered over the
business plan period; (iii} the benefit of the development of carbon capture technologies and enhanced carbon
offsetting mechanisms; (iv) the required beneficial reforms to air traffic management regulation and legislation;
and (v) the required government incentives and/or support across the supply chain.

The Group applies a long-term growth rate to these adjusted probability weighted cash flows and long-term
growth rates and include a specific adjustment to reduce the rate to reflect the Group’s assumptions regarding
the reduced demand and elasticity impact arising from climate change. These impacts are derived with reference
to external market data, industry publications and internal analysis.

Given the inherent uncertainty associated with the impact of climate change, the Group has applied additional
sensitivities to reflect 8 more adverse impact of climate change than currently expected. This has been captured
through both the downward sensitivities of the long-term growth rates, ASKs, operating margins and the
increased fuel price sensitivity.

c. The price of carbon through the EU, Swiss and UK Emissions Trading Schemes

The EU, Swiss and the UK’'s ETS were established to reduce greenhouse gas emissions cost effectively. Under
these schemes, companies, including the Group, are required to buy emission allowances, or are issued them
under existing quotas. The Group Is required to surrender these allowances to the relevant authorities annually
dependent on the level of CO2 equivalent emitted within a 12-month period. Over time the level of available
emission allowances decreases in order to reduce total emissions, which has the effect of increasing the price of
such allowances. The Group expects that the future price of such allowances will continue to increase and that
the free allocation of emission aliowances will cease. Given the relative illiquid nature of the emission allowance
market there is uncertainty as to the future pricing of such allowances.
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The Group accounts the purchase of allowances as detailed in note 5.9. At December 31, 2023, the Group has
recorded ETS allowances within Inventories {note 17.3) in the consclidated balance of €165 million, representing
sufficient allowances, by operating Group, to settle its forecast obligations through to at least December 31, 2024,
At December 31, 2023, the Group has recorded a provision {note 12.4) in the consolidated balance for settling
its 2023 emissions obligation of €103 miillion.

6. INTANGIBLE ASSETS

The changes under this heading in 2023 and 2022 were as follows:

Year 2023
Balance at Additions or Balance at
€ million 31-12-2022 provisions Transfers  Withdrawals 31-12-2023
Cost:
Goodwill 657 - - = 657
657 - = - 657
Other intangible assets
Industrial property and transfer
rights 1 = = = 1
Computer software 306 18 5 = 329
Computer applications in progress 19 17 (5) - 31
326 35 = - 361
Amortisation and depreciation:
Goodwill {460) {66) = = (526)
{460) {66) - - (526}
Other intangible assets
Industrial property and transfer
rights (1) - = = (1)
Computer software (232) (27} - - {259)
(233) (27} = = {(260)
Total net 290 (58) - - 232
Year 2022
Balance at Additions or Baiance at
€ million 31-12-2021 provisiens Transfers Withdrawals 31-12-2022
Cost:
Goodwill 557 - = o 657
657 = = = 657
Other intangible assets
Industrial property and transfer
rights 1 = = - 1
Computer software 277 21 9 (1) 306
Computer applications in progress 13 15 (9) o 15
251 36 = {1} 326
Amortisation and depreciation:
Goodwill {395) {65] = = (460}
(395) (65) g 2 (460)
Other intangible assets
Industrial property and transfer
rights (1) = = = 1)
Computer software (206) (27) = 1 {232)
(207) (27) = 1 {233)
Total net 346 (56) - = 250

in 2023, the Group acquired computer developments or programs from third parties for a total of €35 million
(2022: €36 million}, of which €15 million are in the process of being put into operation. The Group has carried
out improvement works on its fixed assets which have been capitalised as an increase in the cost of computer
software, with a balancing entry under the heading of “In-housework on non-current assets” in the
2023 consolidated income statement, in the amount of €2 million {(2022: €1 million).
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At 31 December 2023, the Group had fully depreciated property, plant and equipment items which continued to
be in use, made up as follows:

€ million 2023 2022
Industrial property and transfer rights 1 1
Computer software 159 166

200 167

7. PROPERTY, PLANT AND EQUIPMENT

The changes under this heading in 2023 and 2022 were as follows:

Year 2023
Additions
Balance at or Balance at
€ million 31-12-2022  provisions  Transfers Withdrawals 31-12-2023
Cost:
Aircraft 2,553 705 257 {408) 3,107
2,553 705 257 (408) 3,107
Other property, plant and equipment
Land 2 - = S 2
Buildings and other constructions 170 - - = 17¢
Machinery, fixtures and tools 544 15 6 {5} 560
Overland travel elements 27 = = = 27
Furniture and fixtures 16 = = = 16
Computer hardware 88 3 = = 91
Spare parts for property, plant and
equipment 88 23 2 (8) 105
Flight simulators 3 = = = 3
Work in progress 318 124 (249} (3 190
1,256 165 {241) (16) 1,164
Amortisation and depreciation:
Aircraft (1,022) {133) - 137 (1,018)
(1,022) (133) = 137 (1,018)
Cther property, plant and equipment
Buildings and other constructions (145) {2) - - (147)
Machinery, fixtures and tools (445) (20) = 5 {460)
Overland travel elements (26) - - - (26)
Furniture and fixtures (16} = - - (16)
Computer hardware (84) (1) - - (85)
Spare parts for property, plant and
equipment (43) {5) - 2 (46)
Flight simulators (3) = = - {(3)
(762) {28) - 7 (783)
Provisions:
Aircraft {(92) - = 92 =
{92) - - 92
Total net 1,933 709 16 {188) 2,470
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Year 2022

Additions
Balance at ar Balance at
€ million 31-12-2021 provisions  Transfers Withdrawals 31-12-2022
Cost:
Aircraft 2,185 894 457 (983) 2,558
2,185 854 457 (983} 2,553
Other property, plant and equipment
Land 2 = = - 2
Buildings and other constructions 170 = = = 170
Machinery, fixtures and tools 566 6 2 (30) 544
Overland travel elements 33 = = (6} 27
Furniture and fixtures 16 = = = 16
Computer hardware 86 2 = = 88
Spare parts for property, plant and
equipment 82 13 1 (8} 88
Flight simulators 3 S S = 3
Work in progress 316 410 {401) (7} 318
1,274 431 {398) (51) 1,256
Amortisation and depreciation:
Aircraft (1,026) (134) = 138 (1,022)
{1,026} (134) = 138 (1,022
Qther property, plant and equipment
Buildings and other constructions (143) (2) = = {145)
Machinery, fixtures and tools (451) (21) - 27 (445)
Overland travel elements {32) = = 6 (26)
Furniture and fixtures (16) = = o {16)
Computer hardware {83) (1} = = (84)
Spare parts for property, plant and
eguipment (41) (4) - 2 (43)
Flight simulators (3) = - [&))]
(769) (28) 2 35 (762)
Provisions:
Aircraft (112} = (473} 57 (92)
(1123 - (47) 67 {92)
Total net 1,552 1,163 12 (794) 1,933
7.1 Aircraft
7.1.1  Fleet in service
A summary of the Group’s aircraft in service at 31 December 2023 is as follows:
Number of aircraft
Operating Lease
Fleet Cwned Financial Operational (*) Total
A-319 - 4 2 6
A-320 = 21 21 42
A-321 3 17 6 26
A~330-300 = = 8 8
A-330-200 S 1 17 18
A-350-900 3 3] 12 21
6 49 66 121

{*) Include 2 A-330-200 pending in preparation to be operative (see Note 7.1.2)

a. Owned aircraft and aircraft on finance leases:

The main changes under this heading in 2023 and 2022 were as follows:

= Additions:

Additions in 2023 and 2022 were as follows:
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€ million 2023 2022
Airframe and Engines 705 891
Refurbishment = 3

705 894

In 2023, the Group acquired twelve aircrafts, which 4 of them were subsequently sold for subsequent leaseback
(operating lease). The company had made prepayments for these acguisitions.

In addition, following the modification of the term of an operating lease held by the Group on an A-321 family
aircraft, this is now classified as a finance lease.

The Group has performed improvement work on its fixed assets that has been capitalised as an increase in the
cost of airframe, engines and refurbishment, with a corresponding entry under "In-house work on non-current
assets" in the 2023 consolidated income statement, in the amount of €21 million (2022: €20 million).

- Retirements:

At the beginning of 2023, three aircrafts from the A-340-600 fleet and a number of engines from this fleet were
sold. These had no net carrying amount on the disposal date.

During 2023, four aircrafts of the A-320 and A-321 fleet acquired during the year were sold, which were all
financed again through operating lease agreaments.

None of these transactions had a material impact on the consolidated income statement.
b. Aircraft operated under an operating lease:

Following are the expiry dates of the operating leases of aircraft being operated by the Group:

Years
No. of

Fleet 2024 2025 2026 2027 2028 2029 Subsequent aircraft
A-319 - 2 - - - - . 2
A-320 3 8 3 - - = 7 21
A-321 i - = = o = 5 6
A-330-300 - - - - 5 3 = &
A-330-200 = - - = 7 4 6 17
A-350-900 - - = = = = 12 12
4 10 3 - 12 7 30 66

Operating lease costs:

The lease payments in 2023 and 2022 for passenger aircraft operating leases amounted to €290 million and €280
million respectively, recognised under "Other operating costs” in the consclidated income statement (see Note
17.5). The approximate total of future operating lease payments, including estimated contingency payments
calculated based on the interest rates and exchange rates prevailing at 31 December 2023 and 2022, respectively,
is as follows:

€ million 2023 2022
Up to one year 400 379
Between one and five years 1,421 1,357
In five years or more 775 853

2,596 2,589

Equivalent to $2,866 million and $2,879 millien at the 2023 and 2022 year-end exchange rate. The exchange rate and interest rate risks on these
lease payments are partially hedged with derivatives (Nete 10).

c. Commitments on the fleet:
The Group is carrying out an aircraft renewal programme under various agreements with Airbus, covering the A-

320, A-321 XLR and A-350 fleets. Following the updated agreement with Airbus, aircraft pending delivery at 31
December 2023 will be included in accordance with the foliowing schedule:
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Fleet in service 2024 2025 2026 2027

A-321 XLR 1 & 1 =
A-350-900 1 1 2 =
2 7 1 -

The Group paid €114 million in pre-payments to implement this renewal programme, as follows:

€ million 31-12-2023 31-12-2022
Qutright
purchase Option  Outright purchase Qption
A-320 NEO Family - 2 105 =
A-321 XLR 71 - 59 -
A-350 38 3 83 =
109 5 247 =

Based on the basic prices established in the agreements, the total cost of the aircraft subject to outright purchase
commitments not yet delivered at 31 December 2023 was approximately €691 million.

7.1.2. Fleet not in service

In addition, the Group has entered into operating leases on two A-330-200 aircraft during the last months of
2023. These aircraft were not yet operational at year end.

7.2 Other property, piant and equipment

"Property, plant and equipment in progress and pre-payments" includes the sums paid out on the fleet renewal
agreements described in Note 7.1.1.¢) above, in addition to aircraft instruction sheets and configuration of the
new cabins of aircraft.

In 2023 and 2022 there were significant retirements amounting to €16 million and €51 million respectively,
mainly relating to airport equipment and spare parts for property, plant and equipment. Most of these assets
were either fully depreciated.

The carrying amount of the buildings and facilities built on land owned by the Spanish government, mainly at
Spanish airports, was €20 million at 31 December 2023 (2022: €21 million). The Parent’s Directors do not expect
any material losses to arise as a result of the reversal process, since Group maintenance programmes ensure
that the items are always in good operating condition.

7.3  Assets held under finance lease

At 31 Decemnber 2023, the total cost of property, plant and equipment acquired under finance leases, mainly
aircraft and airport equipment, was €2,392 million with accumulated depreciation of €944 million
(2022: €2,263 million and €852 million respectively).

The schedule for lease payments cutstanding at 31 December 2023, including any purchase options, is shown in
Note 13.3.

7.4  Fully depreciated items:

At 31 December 2023 and 2022 the cost of the Group’s fully depreciated items of property, plant and equipment
was €659 million and €766 million respectively. The breakdown is as follows:

€ million 2023 2022
Aircraft 67 189
Buildings and other constructions 114 114
Machinery, fixtures and tools 351 339
Furniture and fixtures 15 14
Computer hardware 83 82
Other fixed assets 29 23

659 766
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7.5 Insurance coverage

The Group has taken out insurance policies for its property, plant and equipment, which provided adequate
coverage for their carrying amount at 31 December 2023. It has also maintained Its insurance policies to cover

aircraft leased to third parties.

8. INVESTMENTS IN GROUP COMPANIES, ASSOCIATES AND NON-CONSOLIDATED

COMPANIES

8.1 Investments accounted for using the equity method

Changes in 2023 and 2022 in the different items of the consolidated statement of financial position are as foliows:

Year 2023
Balance at Amortisation of Balance at
€ million 31-12-2022  Share of profit/(loss) implicit goodwill Other  31-12-2023
Vueling Airlines, S.A. o 159 (10) (149) -
Avios Group (AGL) Limited 222 39 (32) 2 231
Sociedad Conjunta para la Emision y
Gestidn de Medios de Pago EFC, S.A. 14 1 - - 15
Others 14 4 - - 18
250 203 (42) (147) 264
Year 2022
Balance at Amortisation of Balance at
€ million 31-12-2021 Share of profit/(less)  implicit goodwill  Other 31-12-2022
Yueling Airtines, S.A. = 66 {10) (56} =
Avios Group (AGL Limited 228 32 {(32) (6} 222
Sociedad Conjunta para la Emisién y
Gestidn de Madios de Pago EFC, S.A. 14 - = = 14
Qthers 12 2 - = 14
254 100 a2 (62} 250

Vueling Airlines, S.A.

The acquisition of 45.85% of Vueling, S.A. was recognised following the 9th recognition and measurement
standard of the Spanish Chart of Accounts for the consolidated historic cost within the Group of Clickair S.A.
assets and liabilities provided as compensation for the operation.

On 8 November 2012, Veloz Holdco, S.L. (Sole-Shareholder Company), a company wholly owned by IAG,
presented its application for a voluntary takeover bid for Vueling to the Spanish National Securities Market
Commission (CNMV), and this was accepted for proceedings by the CNMV on Dacember 20, 2012.

Iberia notified Veloz Holdco, S.L.U. of its unconditional and irrevocable undertaking not to accept the bid with
respect to any of its 13,711,221 shares in Vueling, accounting for 45.85% of the company’s share capital, and
immobilised the shares to demonstrate this commitment. Consequently, the bid made by Veloz Holdco, S.L.U.
effectively targeted only 16,193,297 Vueling shares, accounting for 54,15% of the company's share capital and
the same percentage of voting rights. In 2013, IAG increased its shareholding to 53.51% through its subsidiary
Veloz Holdeo, S.L.U. in three operations, and this, coupled with the 45.85% indirect stake already held through
Iberia put the total ownership interest of the IAG Group in Vueling at 99.36% at 31 December 2013,

In December 2020, the Group acquired an additional 4.25% for €30 million, taking its holding to 50.10%.
However, as a result of an agreement signed by the shareholders of that investee, the Group does not have
control over the investee.

As a result of the merger between Vueling Airlines, $.A. and its parent company Veloz Holdco S.L.U., in 2023 the
value of the Group's interest in Vueling Airlines, S.A. increased by €38 million, which has been considered as a
shareholder contribution in the equity of consolidated balance sheet (Note 11.5).

The Group did not receive any dividends from Vueling in 2023 or 2022.
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Avios Group (AGL) Limited

The merger of IAG Group's loyalty programmes was formalised on 28 January 2015: Iberia Plus and BA Executive
Club, and the company Avios Group (AGL)} Limited took over responsibility for the management of both
programmes.

As part of this merger, certain assets were contributed from the company's AVIOS loyalty programme to the
Spanish branch of Avios Group (AGL) Limited, which is responsible for managing assets received. This has entailad
the transfer of assets related to the loyalty programmes along with the transfer of certain partnership agreements
to this branch under the form of a non-monetary contribution, to which the special taxation system provided for
in Chapter VII, Title VII of Spanish Act 27/2014, of 27 November, on Corporate Tax is applicable. Assets related
to the loyalty programme were valued by an independent expert, amounting to €327 million, proceeding to deliver
a 14% of AGL shares as consideration to such contribution.

The Group did not recelve any dividends from TAGL in 2023 or 2022.

At 31 December 2023 the main indicators for the Group’s associates were as foliows:

Profit for
€ million Active  Liabilities Revenue the year
Vueling Airlines, S.A. 2,346 2,688 3,267 316
IAG Loyalty 3,786 3,114 1,200 279
Sociedad Conjunta para la Emisidn y Gestion de Medios de Pago
EFC, S.A. 122 86 1 i

8.2  Other equity instruments

On 21 January 2011, the date on which the IAG Group was created - composed of the Iberia Group and British
Airways Plc - the Group maintained a 9.98% holding in British Airways Plc, the acquisition cost of which was €331
million, with a fair value at that date, based on its stock market price, of €385 million. After the settlement of the
convertible bonds issued by British Airways Plc, the interest has decreased to a 8.68%.

Following creation of the [AG Group, the Group recognised the balance of its shareholding in British Airways Plc
under "Investments in Group companies and associates”, maintaining €54 million net of tax effect in valuation
adjustments under "Equity - Valuation adjustments" (see Note 11.4). The main financial information in
accordance with the audited financial statements for 2023, is as follows:

Carrying amount

Impairment  Accumulated Total Profit/(loss)
€ million Ownership Cost for the year impairment equity after tax
British Airways Plc. 8.68% 385 = - 3,012.6 1,345.3

British Airways Plc. operates as a passenger and goods carrier, and its registered address is Harmondsworth,
Waterside PO BOX 365 (England, UK).

The Group did not receive any dividends from British Airways in 2023 or 2022.
8.2 Impairment review
Basis for calculating recoverable amount

As part of its impairment analysis, IAG Group has calculated the recoverable amounts for British Airways, Vueling
and Avios Group (AGL) Limited, based on value in use and using a discounted cash flow model weighted for a
number of scenarios.

The recoverable amounts of the Group’s cash generating units {CGUs) have been measured based on their value-
in-use, which utilises a weighted average multi-scenario discounted cash flow model. The details of these
scenarios were determined by IAG Group with a weighting of 70 per cent to the Base Case and 30 per cent to the
Downside Case. Cash flow projections are based on the business plans approved by the relevant operating
companies covering a three-year period. Cash flows extrapolated beyond the three-year period are projected to
increase based on long-term growth rates. Cash fiow projections are discounted using each CGU's pre-tax
discount, rate,
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Annually the relevant operating companies prepare and approve three-year business plans, and the Board
approved the three-year business plan in the fourth quarter of the year. Adjustments have been made to the
final year of the business plan cash flows to incorporate the impacts of climate change that the Group can reliably
estimate at the reporting date. However, given the long-term nature of the Group’s sustainability commitments,
there are other aspects of these commitments that cannot be reliably estimated and accordingly have been
excluded from the value-in-use calculations. The business plan cash flows used in the value-in-use calculations
also reflect all restructuring of the business where relevant that has been approved by the Board and which can
be executed by management under existing labour agreements,

Key assumptions
The value-in-use calculations for each CGU reflect the wider economic and geopolitical environments, including

updated projected cash fiows for activity from 2024 through to the end of 2026. For each of the Group’s CGUs
the key assumptions used in the value-in-use calculations are as follows:

British Airways Iberia Vueling TAGL

2023 2022 2023 2022 2023 2022 2023 2022
Operating Margin 7-14 5-13 7-14 5-10 4-12 0-10 23 24-25
Average ASK growth per annunt 2.3 3-9 90-105 4-10 92-1C07 1-6 113-123 N/A N/A
Long-term growth rate 1.7 1.7 1.5 1.5 0.9 1.4 1.5 1.7
Pre-tax discount rate 11.2 10.4 12.4 10.4 14.3 12.8 14.7 13.4

1 In 2023, the ASK growth assumptions are shown as the growth from the previous year, while in 2022, the ASK growth assumptions were in reference
te 2019,

2 Average ASK growth per annum, ASKs as a proportion of 2019 and operating margin are stated as the weighted average derived from the multi-
scenario discounted cash flow model ! Qperating margin and ASKs as a proportion of 2019 are both stated as the weighted average derived from the
multi-scenario discounted cash flow model.

3 1n prior perieds the Group applied the average ASK growth per annum as a key assumption. Given the impact of COVID-19, the Group has presented
ASKs as a proportion of the level of ASKs achieved in 2019, prior to the application of the terminal value calculation.

Within 12 3 years and
Jet fue! price ($ per MT) months 1-2 years 2-3 years thereafter
2023 895 829 800 800
2022 867 809 780 780

The long-term growth rate is calculated, for each CGU, considering a number of data points: (i} industry
publications; (ii} forecast weighted average exposure in each primary market using gross domestic product
(GDP); and (iii) internal analysis regarding the long-term changes in consumer preferences and the effects on
demand from the increased costs to the IAG Group of climate change. The calculation of the long-term growth
rate using internal analysis utilises a Base Case and a Downside Case growth rate, which is then weighted on the
same basis as the cash flows detailed above of 70 per cent to the Base Case and 30 per cent to the Downside
Case. The terminal value cash flows and long term growth rate incorporate the impacks of climate change insofar
as they can be determined. The airlines’ network plans are reviewed annually as part of the Business plan and
reflect management’s plans in response to specific market risk or opportunity.

Pre-tax discount rates represent the current market assessment of the risks specific to each CGU, taking into
consideration the time value of money and underlying risks of its primary market. The discount rate calculation
is based on the circumstances of the airline industry, the IAG Group and the CGU. It is derived from the weighted
average cost of capital (WACC). The WACC takes into consideration both debt and equity available to airlines.
The cost of equity is derived from the expected return on investment by airline investors and the cost of debt is
derived from both market data and industry gearing levels derived from comparative companies. CGU-specific
risk is incorporated by applying individual beta factors which are evaluated annually based on available market
data. The pre-tax discount rate reflects the timing of future tax flows.

Jet fuel price assumptions are derived from forward price curves in the fourth quarter of each year and sourced
externally from readily available market data at the valuation date. The cash flow forecasts reflect these price
increases after taking into consideration the level of fuel derivatives and their associated prices that the [AG
Group has in place and the incremental price differentials expected for the purchase of SAF,
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As detailed above, the IAG Group adjusts the final year of the three-year business plans to incorporate the
medium-term impacts of climate change from the Group’s Flightpath Net Zero climate strategy through to 2030.
These adjustments include the following key assumptions: (i} a 10 per cent level of SAF consumption out of the
overall fuel mix with an assumed price of €3,412 per metric tonne; (ii) a kerosene tax of €526 per metric tonne
on all intra-EU flights; (iii} for costs of carbon, prices of €173, €110 and €19 for EU ETS allowances, Swiss ETS
allowances, UK ETS allowances and CORSIA allowances, respectively, per tonne of CO: equivalents emitted; and
(iv) the removal of all free ETS and CORSIA allowances.

Summary of results

At December 31, 2023 management reviewed the recoverable amount of each of the CGUs and concluded the
recoverable amounis exceeded the carrying values.

Reasonable possible changes in key assumptions, both individually and in combination, have been considered for
each CGU, where applicable, which include reducing the operating margin by 2 percentage points in each year,
reducing ASKs by 5 percentage points in each year, reducing long-term growth rates in the terminal value
calculation to zero, increasing pre-tax discount rates by 2.5 percentage points and increasing the fuel price (both
jet fuel and SAF) by 40 per cent, both with cost recovery consistent with that experienced historically and with
no assumed cost recovery. Given the inherent uncertainty associated with the impact of climate change, these
sensitivities represent a reasonably possible impact of climate change on the CGUs greater than that included in
the impairment models.

As a result of this impairment analysis and the changes in the key assumptions, it has not been considered
necessary to recognise impairment for the Group's investments in the vear ended 31 December 2023.

9. FINANCIAL ASSETS
9.1 Non-current financial assets

The detail of "Non-current financial assets” at 31 December 2023 and 2022 is as follows:

31 December 2023

Other
Equity financial
€ million instruments Derivatives assets Total
Financial assets at amortised cost
Credits and other financial assets - - 46 46
Financial assets at cost
Equity instruments 10 = = 10
Derivatives financial instruments - 9 = L)
10 9 46 65
31 December 2022
Other
Equity financial
£ million instrurnents Derivatives assets Total
Financial assets at amortised cost
Credits and other financial assets = = 45 45
Financial assets at cost
Equity instruments 10 = = 10
Derivatives financial instruments - 6 = 5]
10 & 45 61

The carrying amount of financial assets approximates their fair value.

9.1.1  Equity instruments

The changes in this item of the consclidated statement of financial position in 2023 and 2022 were as follows:
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Year 2023

% Halding at Balance at Valuation Balance at

€ million 31-12-2023 31-12-2022  Additions  Withdrawals  Adjustments Transfers 31-12-2023
Servicies de Instruccion

de Vuelo, S.L. 19.9 9 = = = = ]

Other 1 - - = = 1

10 - - - - 10

In 2023, dividends of €2.7 million were received from Servicios de Instruccion de Vuelo, S.L. (see Note 17.6).

Year 2022
% Holding at Balarce at Valuaticn Balance at
€ millicn 31-12-2022 31-12-2021  Additions Withdrawals Adjustments Transfers 31-12-2022
Servicios de Instruccién
de Vuelo, S.L. 19.9 g - - - - 9
Other 1 - - - = 1
10 = = s = 10
9.1.2  Loans to third parties

The activity in this item of the consolidated statement of financial position during the financial years 2023 and

2022 are as follows;

Year 2023
Balance at Balance at
€ million 31-12-2022 Transfers 31-12-2023
Loans to Venezolana Internacional de Aviacion, S.A. (¥) 26 = 26
Provisions (26) = {26)
TJotal net = - -

(*) Loans to Venezolang Internaciomal de Aviacién, S.A. (VIASA), are carried forward from previous vears and are fully provided as at

31 Decermnber 2023

Year 2022
Balance at Balance at
€ million 31-12-2021 Transfers 31-12-2022
Loans to Venezolana Internacional de Aviacidn, S.A. 26 = 26
Provisions (263 - (26)
Total net - - -
9.1.3  Other financial assets

In 2023 and 2022, the changes under this item of the consolidated statement of financial position were as follows:

€ million 2023 2022
Opening balance 45 38
Additions 2 ]
Withdrawals or provisions used - (3)
Currency differences (1) 1
Final balance 46 45

Other financial assets mainly include deposits and guarantees.
9.2 Short-term financial investments:

The balance of "Current financial assets” at 31 December 2023 and 2022 is as follows:
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€ million 2023 2022

Financial assets at amortised cost:

Other financial assets 762 155
Derivatives financial instruments 21 128
Total 783 283

Other financial assets include interest-bearing deposits with a maturity of more than three months from the date
of constitution.

10. INFORMATION CONCERNING THE NATURE AND RISK OF FINANCIAL INSTRUMENTS
10.3 Risk management policies

The Group deploys procedures and systems to identify and mitigate the main risks affecting its various areas of
business.

Risk management policies are integrated within the Group’s key areas of management, including the following:
the consclidated income statement, gearing levels, investments and disposals. This approach allows the Group
to optimise the consolidated income statement and gearing level and take balanced decisions in terms of
risk/return offered by new investments.

With respect to financial risk, in accordance with the policy of the IAG Group of which it forms part, the Group
has a management programme to control and reduce the potential impact of fluctuations in exchange rates,
interest rates and fuel prices on earnings, and to maintain sufficient liquidity for its current transactions, and
investing and financing activities.

Foreign exchange risk

Due to its global activity, the Group generates receipts and payments in currencies other than the euro. The main
risk is a strengthening of the US dollar against the euro, as the Group expects more expenditure than income in
dollars.

This risk is managed through the progressive accumulation of hedges, with a time horizon of up to three years
under the policies applied at the Group level. The hedging profile during this time is decreasing, showing a higher
percentage of hedging in the immediate quarters. The implementation of the hedging strategy Is reviewed on a
monthly basis. The instruments used are mainly forwards, options and swaps.

Interest rate risk

The Group's position as a net creditor (including aircraft operating leases) means it is exposed to increases in the
interest rates of the currencies in which its short-term and long-term borrowing are denominated,

To manage this risk the Group keeps at least a percentage of its borrowings at fixed rates or protected by hedges.
Fuel price risk

This is the risk caused by higher prices for aircraft fuel brought about by rising prices on fuel indexes.

This risk is managed through the progressive accumulation of hedges, which also reach a time horizon up to three
years under policies applied at Group level. The hedging profile during this time is decreasing, showing a higher
percentage of hedging in the immediate quarters. The hedging strategy is reviewed on a monthly basis in
accordance with the decisions taken by the Risk Management Committee. The instruments used are generally
swaps and options.

Liguidity risk

Due to the seasonal nature of its business and the need for investment and finance to renew its aircraft, the Group
applies a liquidity policy of maintaining substantial amounts of cash and current financial assets.

This cash paosition Is Invested in highly liquid short-term instrurments such deposits money market funds with

leading financial institutions, in accordance with the existing policy on counterparty risk, with priority given to
liquidity and security over profitability in view of the current situation of financial markets.
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Besides these short-term investments and its cash position, the Group also has permanent credit facilities in place
that guarantee its liquidity requirements, as discussed in Note 3.7.

Pursuant to Law 3/2004, of 29 December, which sets out measures to combat arrears in trading operations and
in accordance with the transitory provisions set out in Law 15/2010, of 5 July, the legal payment deadline
applicable to the Group in the 2023 year is 60 days until the publication of Law 11/2013 of 26 luly and 30 days
from the publication of that Law and until the present (unless the conditions set out in the Act are fulfilled,
in which case the payment deadline is extended to 60 days). The information required by this provision
is as follows:

2023 2022
Average payment period to suppliers 24 20
Ratio of transactions settled 24 20
Qutstanding payment transactions ratio 15 13
€ million 2023 2022
Total payments made 7,344 5,658
Total payments due 131 224

From the total payments made during the financial year 2023, €6,526 million were made in a period from the
maximum period established in the regulations on late payment, which represents 89% of the total payments
made (2022: €£5,340 million; 90% of the total).

During 2023, a total of 223,604 invoices were paid, of which 74% of total number of invoices were paid from the
maximum period established in the regulations on late payment (2022: 172,723 invoices; 69% of the total).

Credit risk

The Group’s main financial assets are cash, equity instruments and other financial assets, and trade and other
receivables. These last two categories carry most of the insolvency and bad debt risk. In general, the Group
controls its bad debt and insclvency risks by setting credit limits and applying strict conditions on
collection periods.

Trade and other receivables are mainly the amounts pending collection from travel and cargo agencies for the
transport of passengers and goods, in addition to handiing and maintenance services for customers. In
transactions with national airlines and travel agencies, the Group has an established policy of requiring bank
guarantees in the form of pledges that hedge part of the credit extended to counierparties. Most Group
transactions with travel and cargo agencies and airlines are carried out through a settlement system managed
by the International Air Transport Association (IATA}), which also imposes credit conditions on the companies in
each country using the system.

The Group has no significant concentration of credit risk with third parties as its commercial risk is spread across
a large number of entities. The provision for impairment of trade receivables at 31 December 2023 stood at €71
million {2022: €71 million}).

10.2 Derivative financial instruments

In accordance with the risk management policy set out in Note 10.1, the Group contracts exchange rate, interest
rate and aviation fuel derivatives, and others, to mitigate the impact of price changes in the financial markets.

The exchange rate derivatives used include forwards and options. Interest rate swaps are used for interest rate
derivatives. The fuel price derivatives used are swaps and options.

The Group classifies its derivatives into two types:

1. Derivatives designated as cash flow hedges: these mainly hedge the cash flows from operating leases,
ticket sales in non-euro currencies, fuel procurement and fleet purchases and disposals, inter alia.

2. Other derivatives: those that have not been designated as hedging instruments or that do not meet the
criteria of accounting regulations to qualify as such.
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Foreign exchange hedges

At 31 December 2023, the derivatives hedging exchange differences but not specifically designated as accounting

hedges and the underlying assets and liabilities are:

31 December 2023 $ million JIPY million
Underlying assets:
Assets:
Existing guarantees extended to the long term 32 =
MMF 22 -
Liabilities:
Loan for engines {54) -
Loan A-319/320/321 {47) (3,041)
Loan A-330/332 {19) =
JOLCOs (861) =
Net {927) (3,041)
Fx Swaps 818 19
Qutrights 109 3,022
31 December 2022 $ million JPY million
Underlying assets:
Assets:
Existing guarantees extended o the long term. 31 =
MMF 16 =
Liahilities:
Loan for engines (76) -
Loan A-319/320/321 (52) (3,003}
Loan A-330/332 (26) -
JOLCOs {930) S
Net {1,037) (3,003}
Fx Swaps 703 3,003
Qutrights 334 -

The net fair value of these derivatives was negative at €12 million at 31 December 2023, with €2 million in assets
and €14 millicn in liabilities on the consolidated statement of financial position (2022: €16 million negative).

At 31 December 2023, the total notional value of cash flow hedges against exchange risks is as follows:

$ million Cash flows hedged ($ million)
Expected cash
outflows in
Underlying 2024 (Opex}  Hedging instruments 2024 2025 2026 2027
Foreign currency cost 1,650 Fx forwards 413 127 = =
FX options 215 115 = -
$ million Cash flows hedged {$ million})
Expected cash
outflows in
Underlying 2024 {Capex) Hedging instruments 2024 2025 2026 2027
Foreign currency cost 217 Fx forwards 235 = = =
FX options 21 = - =
$ million Cash flows hedged {$ million)
Expected cash
Underlying inflows in 2024 Hedging instruments 2024 2025 2026 2027
Forgign currency 2,712 Fx forwards (407) (111) = =

income
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At 31 December 2022 the information was as follows:

& million Cash flows hedged ($ million)
Expected cash
outflows in
Underlving 2023 (Qpex} Hedging instruments 2023 2024 2025 2026
Foreign currency cost 1,817 Fx forwards 243 32 -
FX options 375 197 =
$ millicn Cash flows hedged {$ million}
Expected cash
outflows in
Undertying 2023 {Capex)  Hedging instruments 2023 2024 2025 2026
Foreign currency cost 862 Fx forwards 274 S0 =
FX options 34 21 =
$ million Cash flows hedged ($ million)
Expected cash
Underlying inflows in 2023 Hedging instruments 2023 2024 2025 2026
Foreign currency 2,757 Fx forwards {526) (177) = -

income

As at 31 December 2023, the Group held $2,227 million in FX Forward contracts in which only the spot component
has been designated as accounting hedge for US dollar denominated aircraft rentals (2022: $2,446 million).

Valuation of FX forwards and currency options

The net market value of exchange rate derivatives {FX forwards and options) at 31 December 2023 is negative
and amounts to €40 million (2022: €1 million negative). The net amount is composed of €13 million recognised
under “Financial assets - Derivatives financial instruments” in the short and long term, and €53 million recognised
under “*Non-current borrowings” and “Current borrowings” on the liabilities side of the accompanying consolidated
statement of financial position at 31 December 2023. These hedges are related to cash flows that will take place
over the next three years.

The change in fair value during the period of the exchange rate derivatives that are effective as cash-flow hedges
was a negative €193 million before considering tax effects, which was deferred and taken to equity, net of its tax
effect, the exchange rate hedging related to aircraft leases settlement adjustment included.

The exchange rate hedging related to aircraft leases expenses is performed on a8 cumulative basis with the net
settlement of the purchase and sale transactions hedging the exposure. On a monthly basis, the Group rolls
forward part of the notional amount to other months using swaps (rolling strategy). Therefore, the gains/losses
realised during the year as a result of the settlement of the derivatives, which hedge the future lease payments,
have been recorded in equity and will be reclassified to the profit and loss account when such payments impact
the profit and loss account. The amount recorded in equity for this item amounts to €4 million positive (2022:
€153 million positive), under the heading Valuation adjustments in the accompanying consolidated balance sheet
and will be reclassified to the consolidated income statement in 2024 and 2025.

The changes in fair value during the year of the ineffective portion of forwards and options were positive at €3
million and were taken to the consolidated income statement for 2023 (2022: €22 million negative).

A movement of +/-20 basis points on the USD/EUR exchange rate at 31 December 2023 would have an impact
on both designated as hedges and non-designated as hedges of +375/-366 million € respectively.

Interest rate hedges

The Group uses interest rate swaps to manage its exposure to fiuctuations in interest rates arising from its aircraft
financing activities. Details at 31 December each year are as follows:

Group £ million
Instrument Receives Pays 2024 2025 2026
Interest Rate Swaps:
IRS $ $ 598 260 146
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The fair value of interest rate swaps entered into at 31 December 2023 was a positive €7 million, recognised In
assets (2022: €24 million positives). These hedges are related to cash flows that will take place from 2024 to
2026.

During the 2023 financial year, the changes in value by the effective portion of the swaps used for cash-flow and
interest rate hedges, which amounted tc a negative €28 million, was recognised in equity, net of its tax effect.
No cumulative changes in the ineffective portion were taken to profit or loss for the financial year.

A movement of +/-150 bp on the 3-month EURIBOR yield curve would have a positive impact of +/- €5 million,
respectively. For the purpose of these calculations, the Group considers the likeliest scenario to be a change in
the yield curves of this scale in yvears 2024-2026.

Fuel price hedges

The Group chooses to hedge its jet fuel risk through its main components: Brent, Gascil and Jet.
Improved hedging quality can be achieved through purchases of Gasoil Crack, Jet Crack or Jet Diff, which improve
Brent positions against Gasoil, Brent positions against Jet and Gascil positions against Jet, respectively.

At 31 December 2023, the derivatives of the JET Kero CIF-NWE contracts are as follows:

M/tonnes Hedges
Fuel
Underlying Commodity 2024 Type Mt 2024 Mt 2025
Purchases of JET Kerosene fuel Brent ICE GO 1,859,182 Swaps 7,492 -
Options 1,308,116 630,557

Fuel price risk is hedged with swaps and options that protect against changes in financial flows due to changes in
the price of fuel.

At 31 December 2023, the Group held derivative contracts with the underlying Brent ICE with a nominal amount
of 1,070,100 Mt, and derivative contracts with the underlying Gasoil with a nominal amount of 1,040,364 Mt.

The market value of fuel price derivatives was a negative €18 million at 31 December 2023, with a €8 million in
assets and negative €26 million in liabilities on the consolidated statement of financial position. At 31 December
2022 the market value of fuel price derivatives was a positive €9 miflion.

The change in value of the effective portion of fuel price derivatives for this period was a negative €47 million
bhefore tax effects and was recognised under equity, net of its tax effect.

During the year 2023 there have been no changes in the fair value of the ineffective portion due to price analysis
that have been recognised in the consolidated profit and loss account.

The impact of a +40% change in the price of fuel on the value of derivatives at 31 December 2023 is
a positive €346 million. A change of -40% would reduce the value of the hedging position at 31 December 2023
by negative €345 million.

Cash flow hedges
Hedge accounting is applied on the following cash flow hedges.

At 31 December 2023, the Group had five principal risk management activities that were designated as hedges
of expected future transactions. They are:

=« A proportion of future revenue receipts, hedging future foreign currency risk

+ Future jet fuel purchases by forward crude, gas oil and jet kerosene derivative contracts hedging future
fuel price risk

+ Ajrcraft lease cash outflows hedging interest rate risk
+ Certain revenue receipts hedging future foreign currency risk with foreign exchange contracts;

+ Certain foreign short and long-term currency operational payments by hedging future foreign currency
risk with forward currency contracts
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To the extent that the hedges were deemed effective, the changes in their value were recognised in equity.
The breakdown of cash flows based on the periods in which they are expected to occur is as follows:

Year 2023
Within Maore Total 31
6 6-12 1-2 2-5 than 5 December
€ million months months years years years 2023
Hedging of fuel derivatives {4) {3) (1} ®) - {16)
Exchange rate risk hedging for future fuel {4) {6) (2} = = {12)
purchases
Hedging of forward foreign exchange contracts {1) 6 2 - - 7
Hedging of exchange rate risk related to fleet
financing (15) (13) = = = {28)
Hedaing of interest rate risk (23 (3} (1) {6)
(24) (18) (33 (11} 1 (55)
Year 2022
Within More Total 31
6 6-12 1-2 2-5 than 5 December
€ million months moniths years years vears 2022
Hedging of fuel derivatives (21) 2 - o o (19)
Exchange rate risk hedging for future fuel purchases (12) (8) 1 = = (1%)
Hedging of forward foreign exchange contracts {4) (18} 2) = = (24)
Hedging of exchange rate risk related to fleet
financing (91) (23} (5) = - (119)
Hedging of interest rate risk (28) - - 1 2 (25)
{156) (47} (5) 1 2 (206)

The notional amounts of principal are as follows:

31 December

€ million 31 December 2023 2022
To hedge future currency revenues against US dollars 818 (703)
Hedges of future fuel purchases in tonnes 7,492 MT 47,609 MT
Hedges of aircraft leases 2,227 2,446
Exchange rate options 1,004 931
Fuel options in tonnes 1,938,674 MT 1,077,066 MT

11. CONSOLIDATED EQUITY AND SHAREHOLDERS' EQUITY

11.1 Share capital

At 31 December 2023 and 2022 the Parent’s share capital amounted to €10,000, represented by 1,000 shares of
€10 par value each, distributed as follows:

Number of
Shareholder shares Class
IAG 431 A
British Airways Holdings, B.V. 68 A
Garanair, S.L. 501 B
1,000

All shares have the same voting rights. However, class B shares are entitled to a dividend equal to the lesser of
(i) 1 per cent of the total dividends which the Parent agrees to distribute divided by the number of shares in the
class B category and (ii) one (1) euro for each share in the class B category, with the rest made over to holders
of class A shares.

11.2 Share premium

The Corporate Enterprises Act (Ley de Sociedades de Capital) expressly allows the balance of the share premium
to increase capital, and does not establish any specific restrictions on the availability of this balance.
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11.3 Reserves
The composition and movements in the accounts under the heading of reserves and income are shown below:

Profit (loss) for

Reserves in the year

Legal  Voluntary  consolidated Translation attributed to the
€ mitlion reserves reserves companies  differences  parent company Total
Final balance - 2021 - 33 {2,18%5) 3] (704) {2,850}
Allocation of 2021 losses - - (704) - 704 -
Cther - - (4) (6) 272 262
Final balance - 2022 o 33 (2,893) - 272 (2,588)
Allocation of 2022 lasses = = 272 = {(272) =
Other - - (50} 3 1,001 954
Final balance - 2023 - 33 {2,671) 3 1,001 (1,634)

Legal reserve

Pursuant to the Corporate Enterprise Act, the Parent must earmark an amount equal to 10 per cent of the profit
for the year for the legal reserve until such reserve represents at least 20 per cent of the capital. The legal reserve
may be used to increase capital to the extent that the balance of the reserve exceeds 10% of the amount of
capital resulting from any such increase. Otherwise, until the legal reserve exceeds 20% of share capital, it can
only be used to offset losses if no other reserves are available, At 31 December 2023, this reserve was fully
constituted.

Voluntary reserves
The voluntary reserves are fully available,
11.4 Valuation adjustments and grants

Activity in 2023 and 2022 in this heading of the consolidated statement of financial position is as follows:

Year 2023
Income and
directly Transfers to

Balance at attributable costs the income Balance at
€ million 31-12-2022 to Net Assets statement 31-12-2023
Financial hedging instruments 179 (61) (207) {89}
Available-for-sale financial assets (British Airways Plc
{Note 8.2) 54 = - 54
Subsidies, donations and beguests received = 62 (62) -
From actuarial gains and losses and other adjustments 39 (24) - 15
Tax effect (Note 15.3) (78) 6 79 B8
Total 195 (17) (190} (12)

Year 2022
Income and
directly Transfers to

Balance at  attributable costs the income Balance at
€ milllon 31-12-2021 to Net Assets statement 31-12-2022
Financial hedging instruments 110 374 (305) 179
Available-for-saie financial assats (British Airways Plc) 54 - = 54
Subsidies, donations and bequests recelved 8 53 {71) -
from actuarlal gains and losses and other adjustments {30} 69 - 39
Tax effect {34) (125) 33 (78)
Total 109 381 {255) 195

11.5 Other shareholder contributions

puring the 2023 financial year, the merger by absorption between Vueling Airlines, S.A. and Veloz HoldCo, S.L.
as absorbing and absorbed companies, respactively, was approved. This merger took place through the absorbing
company's absorption of the absorbed company, with the consequent dissolution without liguidation of the latter
and the attribution to the absorbing company of all the assets and liabilities of the absorbed company on a
universal basis. Likewise, the shares held by the absorbed company in the absorbing company become the
property of 1AG, this being the only consideration that IAG receives within the framework of the operation. As a
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result of this transaction, the valuation of the subsidiary Iberia L.A.E. S.A. Operadora's stake in Vueling Airlines
has been increased by €38,493,808. The merger is tax neutral.

11.6 Restrictions on the distribution of profits

Dividends may anly be distributed out of the profit for the year, or out of unrestricted reserves, if the value of
the net assets is not or, as a result of the distribution, would not be less than the share capital, after the provisions
of the law or the articles of association have been complied with. For these purposes, profits charged directly to
equity may not be distributed, either directly or indirectly. If there are losses from prior years that cause the
value of the parent Company's equity to be less than the amount of share capital, the profits would be allocated
to offset such losses.

12. CURRENT AND NON-CURRENT PROVISIONS

The main changes in provisions in 2023 and 2022 were as follows:

Year 2023
Updating of
Balance at exchange Amounts Balance at Nan-
€ million 31-12-2022  Additians rate used Overprovisions 31-12-2023 Current current
Employee benefit obligations 611 94 = (28) - 677 35 642
Provislons for restructuring
costs 148 2 = (63) (15) 72 36 36
Provisions for major repairs 514 156 {15) (28) {62) 565 111 454
Cther provisions 436 142 = (121) {142) 315 134 181
Total 1,709 370 {15) (240) {195) 1,629 316 1,313
Year 2022
Updating of
Balance at exchange Amounts Balance at Non-
£ millign 31-12-2021  Additions rate used  Overprovisions 31-12-2022 Current current
Employee henefit obligations 643 59 - (22) (69) 611 29 582
Provisicns for restructuring
costs 218 o = (64) {6} 148 67 81
Provisions for major repairs 403 172 23 (58) (26} 514 43 471
Other provisions 417 118 K (44) {55) 436 120 316
Total 1,681 349 23 {188) {156) 1.709 259 1.450

12.1 Non-current employee benefit obligations

The additions under “Non-current provisicns for employee benefits” include interest payments on the provision
recognised, which are recognised in the 2023 consolidated income statement under "Finance costs”, amounting
to €23 million (2022: €5 million} (Note 17.7). In addition, due to the actuarial remeasurements, an amount of
positive €24 million has been recognised in 2023, which is recognised in “Valuation adjustments - Others” in
Equity at 31 December 2023 net of tax (Note 11.4) (2022: €69 million negative considered as overprovision).

12.2 Restructuring provisions

The balance of “Restructuring provisions” relates to the present value of the liabilities arising from a collective
redundancy procedure explained as follows:

a) Redundancy procedure prior to 2013, affecting 4 employees at 31 December 2023 (4 in 2022). The total
amount of payments made in this connection in 2023 was €30 thousands (€0.1 million in 2022).
Payments relatad to this pravision will be made over the coming years in accerdance with the age of the
employees who have availed themselves of the procedure.
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b) Under the Iberia “Plan de Futuro” (Future Plan), the mediation process that ended in 2015 with
3,134 redundancies across all employee groups led to total payments in this connection in 2023 of
€18 million {2022: €22 million). It currently applies to 347 of 3,134 employees (466 in 2022).

¢) In the first half of 2014, employment agreements were reached with all employee groups. These
agreements included a redundancy plan for up to 1,427 people from the ground crew and pilot groups,
based on early retirement and incentivised voluntary redundancies, which were completed in December
2016, even though they were available until December 2017. The total amount of payments made in
this connection in 2023 was €2 million (2022: €12 million). In 2023 there was not employees affected
(105 in 2022).

d) Authorisation was received in 2017 for a new redundancy plan for up to 955 employees, applicable to
all groups in Iberia based on early retirement and incentivised voluntary redundancies, which were
available until December 2019, The total amount paid for this item in 2023 amounted to €43 million
(2022; €30 million) The number of current employees affected is 421 (530 in 2022).

The additions to the account "Restructuring provisions" include financial returns on the provision already made,
which are included in the consolidated profit and loss account for the year 2023 under the heading "Finance costs"
in the amount of €2 million.

12.3 Provisions for major repairs

Here the Group has included the estimated cost of scheduled periodic maintenance reviews of its aircraft held
under operating leases, and the repairs to be made to each of the aircraft when they are returned so that they
are in the conditions of use agreed with each lessor,

The additions to this account include the annua! provision for the normal cost and interest payments on the
provision recognised, which are recognised in the 2023 consolidated income statement under ™“Aircraft
maintenance”, amounting to €141 million (2022: €165 million} and “Financial expenses” amounting to €15 million
(2022: €7 million) {Note 17.7) respectively. Updating these provisions using the exchange rate at 31 December
2023 had a positive impact of €15 million on the accompanying consolidated income statement (2022: €23 million
negative) included under the headings “Other operating expenses” and “Exchange differences”.

12.4 Other provisions

This account includes the forecast amount tc meet probable liabilities of a varied nature, related mainly
to employment and other litigation and tax assessments and the provision for compensation payments
to passengers.

Additions to the “Other Provisions” account basically include:

« amounts recognised to cover legal claims and tax assessments, along with the related interest.
These amounts are recognised in the 2023 consolidated income statement under " Other operating costs”
and “Personnel expenses” for €8 million {(2022: €10 million) (Note 17.5) and “Financial expenses”
amounting to €0.2 million (2022: €0.2 million) (Note 17.7} respectively.

« the provisions for costs associated with greenhouse gas emission allowances consumed in the year
measured at the amount at which they were granted or acquired, charged to “Other operating expenses”
in the consolidated income statement for €98 million (2022: €90 million) and the application of these at
the time of their settlement, amounting to €89 million (2022: €21 million).

« the overprovision corresponding to the cobligations arising from the profit of the associated company
Vueling Airlines, SA amounting to €124 million (2022: €53 million), due to the recovery of the
associate 's activity.

13. NON-CURRENT AND CURRENT BORROWINGS

The balance of “*Non-current borrowings” and “Current borrowings” on the consolidated statement of financial
position at 31 December 2023 and 2022 is as follows:
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€ million 2023 2022

Non- Non-

Current current Total Current current Total
Measured at amortised cost-
Bonds and other marketable debt
securities 1 54 55 1 54 55
Bank borrowings 3 7 10 125 696 821
Finance lease 133 1,260 1,393 148 1,290 1,438
Other financial liabilities 7 11 21 g8 7 15
At fair value:
Derivatives financial instruments (Note 10.2}) 76 17 93 106 12 118
Total 220 1,349 1,572 388 2,059 2,447

The carrying amount of financial liabilities is an acceptable approximation of their fair value.

13.1 Bonds and other marketable debt securities

Debt issuances are initially recorded at fair value of their consideration, less costs directly attributable to the
transaction. Subsequently, they are valued at amortised cost using the effective interest method. Bonds due in
more than twelve months are classified within the non-current liabilities, while those with a shorter maturity are
reflected in the current liabilities.

On 27 April 2015, the board of directors of the subsidiary company Iberia approved the issue of straight bonds
up to & maximum of €200 million. Successive issuances were made n 2015 and 2016 until the authorised
maximum amount was fully reached.

The main features of the outstanding issues as at 31 December 2023 are as follows:

€ million

Issuer iberia Lineas Aéreas de Espaiia, S.A. Operadara
Date of issue 28/05/2015
Issue amount 55.0
Nominal value 0.1
Maturity* 28/05/2027
Interest rate 3.75%
Nature of issue Straight bonds

* In certain cases, this instrument may be redeemed early.
* The bond placements described atove are guaranteed by Iberia's assets

The issuance costs associated with these issuances amounted to €2 million (2022: €2 million) which are recorded
as a reduction of debt. OFf the total issuance costs, in 2023 €0.2 million was transferred to "Finance costs" in the
consolidated income staterment for the year 2023 (2022: €0.2 million}. As at 31 December 2023 the outstanding
issuance costs to be amortised amount to €1 million (2022: €1 million).

interest accrued during the financial year 2023 amounted to €2 miilion (2022: €4 million), with €1 million
outstanding as at 31 December 2023.

On 29 March 2016, the Board of Directors of the subsidiary Iberia approved a new issue of straight bonds up to
a maximum amount of €250 million. As of year-end 2023, no placement has taken place.

13.2 Bank borrowings

In April 2020, the Group agreed a syndicated bank loan amounting to €750 million, subsequently extended by an
additional €8 million. 80% of the loan amount is guaranteed by the Instituto de Crédito Oficial (ICQ) and matures
in 2026, with the first repayment instalment due in 2023 and a market interest rate.

Additionally, during 2021, the subsidiary Iberia arranged a bank loan backed by Spain’s Instituto de Crédito Oficial
(Official Credit Institute) amounting to €50 million, with conditions similar to those of the syndicated loan and
the first repayment in 2023, accruing interest at the market rate.

Both loans have been repaid pricr to their maturity in the last quarter of 2023.

The detail, by maturity, of bank borrowings in the form of loans and lines of credit at 31 December 2023 and
2022 was as follows:
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31 December 2023

€ million Maturity
2028 and
subsequent
Currency 2023 2024 2025 2026 2027 years Total
Euro 3 2 2 2 1 - 10
31 December 2022
€ million Maturity
2028 and
suhsequent
Currency 2023 2024 2025 2026 2027 years Total
Euro 125 173 208 314 1 o 821

The main features of the loan agreements arranged by the Group at 31 December 2023 are as follows:

€ million

Expiry

Available limit

Amount drawn down

2024

87

The Group has guarantees for an amount of €117 million, which are required mainly in the course of its ordinary

business.

13.3 Finance lease creditors

During 2019 and 2022, the subsidiary Iberia formalised finance leases for aircrafts. These financing arrangements
were based on private debt placements. An amount of €667 million was pending amortisation at 31 December

2023.

In addition, during 2023, a new debt placement was made for the formalisation of finance leases on two aircrafts
(2 A-321-NEQ) for a value of €112 million. An amount of €110 million was pending amortisation at 31 December

2023,

At the end of 2023 and 2022, the Group was contracted to pay the following minimum lease payments including,

where applicable, purchase options:

31-12-2023 31-12-2022
£ millien Barrowings denominated in: Borrowings denominated in:
€ $(%) JPY(*) _ Total £ $0%9  IPY(™) Total
Less than a year 50 83 o 133 49 29 = 148
Between two and five
years 204 268 19 491 182 295 = 477
In five years or more 130 639 = 769 130 6562 21 813
Total 384 990 1 1,393 361 1,056 21 1,438

{*) Canverted to € at the year-end exchange rate.

The main finance leases held by the Group relate to aircraft and airport equipment (see Note 7.3) and bear
interest at rates linked to Euribor or SOFR plus a market spread.

13.4 Net borrowings

Details of net borrowings activity and reconciliation to cash balances in 2023 and 2022 are shown below:
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Year 2023

Currency Other non-cash 31 December
€ million 1 January 2023 Cash flows differences movements 2023
Bank and other loans 891 (804) {1) S 86
Lease liabilities 1,438 (28) (32) 15 1,393
Interest-bearing borrowings 2,329 {832) (33) 15 1,479
Cash and cash equivalents 2,234 {1,091) {15) - 1,128

Other current interest-bearing
deposits 155 607 = = 762
{60) {348) {18) 15 (411)

Year 2022

Currency Other non-cash 31 December
€ million 1 January 2622 Cash flows differences movements 2022
Bank and other loans 1,006 (114) = (1) 891
Lease liabilities 891 464 39 44 1,438
Interest-bearing borrowings 1,897 350 39 43 2,329
Cash and cash equivalents 761 1,485 (7} (5) 2,234

Other current interest-bearing
deposits = 155 = = 155
1,136 (1,290} 46 48 (60)

14. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The Group’s financial instruments are disclosed in hierarchy levels based on the nature of the inputs used in
determining the fair values as follows:

 Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities. A market is
regarded as active if quoted prices are readily and regularly available from an exchange, dealer, broker,
industry group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis;

e Level 2: Inputs other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly. The fair value of financial instruments that are not traded in an active
market is determined by valuation techniques. These valuation techniques maximise the use of observable
market data where it is available and rely as little as possible on entity specific estimates; and

+ Level 3: Inputs for the asset or liability that are not based on cbservable market data.

The fair value of cash and cash equivalents, other current interest-bearing deposits, trade receivables, other
current assets, trade and other payables, and deferred revenue on ticket sales approximate their carrying value
largely due to the short-term maturities of those instruments.

The following methods and assumptions were used by the Group in estimating its fair value disclosures for
financial instruments:

« The instruments included in Level 1 consist of bonds traded on regulated markets.
s The instruments included in Level 2 comprise derivatives and interest-bearing financial liabilities.

Forward foreign exchange contracts, fuel derivative contracts and interest rate derivative contracts are entered
into with various counterparties, mainly financial institutions with high credit ratings. These instruments are
valued at the fair value of instruments with similar terms and conditions at the date of the consolidated statement
of financial position, determined using forward pricing models.

The fair value of interest-bearing loans and borrowings, including leases, is determined by discounting the cash
flows to the end of the contract at market interest rates at the date of the consclidated balance sheet.

All resulting fair value estimates are included in Level 2.

The carrying amounts and fair values of the Group's financial assets and liabilities other than trade and other
receivables and accounts payable and other liabilities as at 31 December 2023 are shown below:
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Total

Total fair carrying

€ million Levell level2 level3 value amount
Financial assets
Non-current financial assets - - 10 10 10
Hedging of fuel derivatives - 8 - 8 8
Exchange rate risk hedging for future fuel purchases = 1 - 1 1
Hedging of forward foreign exchange contracts - 11 - 11 11
Hedging of exchange rate risk related to fleet financing 3 - 3 3
Hedging of interest rate risk = 7 = 7 7
Financial liabilities
Bank borrowings = 10 = 10 10
Lease liabilities - 1,200 - 1,200 1,393
Bonds 55 - - 55 55
Hedging of fuel derivatives - 26 - 26 26
Exchange rate risk hedqing for future fuel purchases - 13 - 13 i3
Hedging of forward foreign exchange contracts - 20 = 20 20
Hedging of exchange rate risk related to fleet financing - 34 34 34

Hedging of interest rate risk

The carrying amounts and fair values of the Group’s financial assets and liabilities at 31 December 2022 are set

out below:
Total
Total fair carrying
£ million Level 1 Level2 Level 3 value amount
Financial assets
Non-current financial asseats o = 10 10 10
Hedging of fuel derivatives e 34 = 34 34
Exchange rate risk hedging for future fuel purchases - 24 - 24 24
Hedqing of forward foreign exchange contracts = 31 = 31 31
Hedging of exchange rate risk related te fleet financing 21 - 21 21
Hedqging of interest rate risk - 24 - 24 24
Financial liabilities
Bank borrowings - 784 - 784 821
Lease liabilities - 1,248 - 1,248 1,438
Bonds 55 o 3 55 55
Hedging of fuel derivatives = 25 - 25 25
Exchange rate risk hadging for future fuel purchases = 8 = 8 8
Hedaing of forward foreign exchange contracts = 28 = 28 28
Hedging of exchange rate risk related to fleet financing - 57 57

Hedging of interest rate risk

57

There have been no transfers between levels of fair vaiue hierarchy during the year.

Of the financial instruments listed in the table above, only derivative financial instruments are measured at fair

value on a recurring basis.

15. TAX SITUATION

15.1 Tax receivables and payables

Details of tax receivables at 31 December 2023 and 2022 are as follows:

€ million 2023 2022
Non-current:
Deferred tax assets 802 681
802 681
Current:
Income tax 65 15
Value added tax 21 45
Foreign tax payables 9 5
QOther tax receivables 1 -
96 65

48



Meanwhile, details of tax payables at 31 December 2023 and 2022 are as follows:

€ million 2023 2022
Non-current:
Deferred tax liabilities 24 84
24 84
Current:
Take-off and security charges at airports 242 254
Foreign tax receivables 4
Social Security taxes payable 29 26
Personal income tax withholdings 32 25
307 305
15.2 Reconciliation of accounting profit to taxable income for income tax
The recenciliation of accounting profit/{loss) for 2023 and 2022 with taxable profit for income tax purposes is as
follows:
Receivable/ (payable)
€ million 2023 2022
Profit (loss) for the year 1.001 272
Income tax 19 (67}
Permanent differences:
Increases (a) 155 44
Decrease (b) (218) (6}

Temporary differences
Arising in the year:

Increase (¢) 136 100
Arising in prior years:

Decrease {d) {180) (175)
Limitation 50% base to be included in the tax Group (e} 2 =
Tax loss carry forward {229) (42)
Tax loss 688 126
Tax charge at 25% 172 32
Tax credits (43) -
Net tax payable 129 32
Withholdings and split payments {164) (47)
Amount payable/refundable (f) (35) (15)

a) This amount includes the correction of the amortisation of consolidated goodwill and other permanent differences.

B) This amount includes the dividends received by la Company during the year, as well as the resuits of equity-accounted companies.

¢) These amounts relate mainly to asset impairment, provisions for obligations to employees and provisions for contingencies and charges.

d) These amounts relate mainly to reversals of pravisions for obligations to employees and other provisions for contingencies and charges, and
reversal of the restriction that was in force in previous years, for a transitional period, on the deductibility of the amortisaticn of assets,

e)  With effect for tax perieds beginning in 2023, the taxable income of the tax Group shall be determined, where applicable, by considering only
50% of the individual tax losses of each of the entities comprising the tax Group. Such tax losses shall be in¢luded in the tax base of the
Group, in tenths, in the following 10 tax periods.

f) The amount to be refunded is made up of €35 million of tax credit against the public administration.

Income tax legislation in force in previous years established various tax incentives to encourage investment,
including the possibility of applying a deduction for reinvestment of extraordinary profits, subject to compliance
with certain requirements. In application of the aforementioned regulations, the Group qualified for certain tax
credits for the reinvestment of extracrdinary profits over several tax years. The amounts reinvested and the
corresponding credits pending application at 31 December 2023 amounted to €13 million, with a commitment to
maintain the investment for those generated from 2014. The “Reinvestment” column details the amount of the
income qualifying for the credit, while the “"Tax credit” column details the tax credits for this item. Regarding the
deductions from 2014 and subsequent years, in 2014 income was generated from the transfer of the shareholding
in Amadeus IT Holding, S.A., which generated a capital gain of €570 million (after deduction of transaction costs).

€ million Reinvestment  Tax credit

2016

111 13
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The Group also has the foliowing tax credits pending application:

€ million 2023 2022

Tax credit for research and development
2008

2016

2017

2018

2019

2022

Other tax credits

2014

WNNE R
NN R R

[y
[y

The Group also qualified for the tax credit for investment in the Canary Islands, with the following amounts
reinvested and tax credits:

€ million Reinvestment Tax credit
2016 5 1
2017 4 1
2018 2 -

The recenciliation between accounting profit/(loss) result and expenditure for Income Tax is as follows:

€ million 2023 2022
Pre-tax profit /{loss) 1,020 205
Permanent differences:

Increases (a} 155 44

Decrease (b) (240) {(81)
Tax rate at 25% 233 42
Other items () (214) (109)
Tax {income)/expense recognised in the income statement 19 (67}

a) The increases related to permanent differences correspond mainly to the amortisation of consolidated goodwill.

b)  The decreases in permanent differences correspond to dividends received by the Group during the year, as well as the results of associates
accounted for using the equity method, and other adjustments which, although temporary for tax purposes, are considered permanent for
accounting purposes.

<) The revenue under "Qther" for 2023 includes the impact of the recognitien of tax loss carry-forward assets amounted in negative €211
million and of the differences between the estimate of corparation tax for 2022 and the actual expense in the corporation tax return filed
amaounted in negative £€4.

15.3 Taxes recognised equity
The detail of tax recognised directly in equity in 2023 and 2022 and the changes therein is as follows:

31 December 2023

Amounts

transferred to

the

Adjustments consolidated
Balance at  for changes income Balance at
€ million 31-12-2022 in value statement  31-12-2023
Financial hedging instruments {56) 16 B4 24
British Airways Pic (13) = = {(13)
Subsidies, donations and bequests received - - 15 15
From actuarial gains and losses and other adjustments (9 (10} = {19)
Total (Note 11.4) (78) 6 79 7
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31 December 2022

Amounts

transferred to

the

Adjustments consolidated

Balance at  for changes income Balance at
€ million 31-12-2021 in value statement 31-12-2022
Financial hedging instruments (27) (92) 65 (586}
British Airways Plc (13) - = (13
Subsidies, donatiens and bequests received (2) (16} 18 -
From actuarial gains and losses and other adjustments 8 (17) - (9}
Total (34 {125) 83 (78}
15.4 Details of income tax expense (or income)
The detail of income tax expense/({income) for 2023 and 2022 is as follows:
€ million 2023 2022
Current tax:
From continuing operations (a) 115 32
Deferred tax:
From continuing operations (b) (96) {99
Total 19 {(67)

a}  This includes the impact of the differences between the estimate of income tax in 2022 and the final tax return filed, as well as the

adjustment of the balance of the incormne tax asset arlsing from previous years.

b}  The amount of deferred tax lncome is mainly due to the recognition of deferred tax assets recognised in the year.

15.5 Deferred tax assets and liabilities

Deferred tax assets and liabilities are recognised in the consolidated statement of financial position under
“Deferred tax assets” and “Deferred tax liabilities” respectively as follows:

€ million 31-12-2023 31-12-2022
Deferred tax Deferred tax Deferred tax Deferred tax
assets liabilities assets liabilities
Temporary differences (a) 265 24 255 84
Tax loss carry forwards 512 - 355 -
Unused tax credits 25 - 71 =
Total 802 24 681 84

(a) The temporary differences relating to financial year 2023 include a pesitive amount of €7 million relating to vafuation adjustments
recognised in fa Companies' equity (2022: €78 million negative) and temparary differences relating to provisions for employees.

Deferred tax assets recognised

The changes in 2023 and 2022 in "Deferred tax assets" were as follows:

Year 2023
Deferred tax assets
Temporary Tax loss carry  Unused tax
€ million differences forwards cradits Total
Balance at 31 December 2022 255 355 71 681
Additions 111 215 4 330
Disposals (47) (58) (50) (155)
Transfers (54} = - {54)
Balance at 31 December 2023 265 512 25 802
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Year 2022
Deferred tax assets

Temporary Tax loss carry  Unused tax

€ million differences forwards credits Total
Balance at 31 December 2021 269 246 74 589
Additions 24 120 - 144
Disposals (31) (113 (3) (45)
Transfers {(7) - - (7
Balance at 31 December 2022 255 355 71 681

Deferred tax assets have been partially recognised in the consolidated statement of financial position as the
Parent Company's directors consider that, based on the best estimate of the Group's future results, they are
expected to be recovered within the terms and periods established by Spanish accounting regulations.

The deferred tax asset relating to tax credits increased mainly due to the confirmation of research and
development tax credits for financial year 2022, which had not previously been confirmed.

The reductions in deferred tax assets relating to temporary differences resulted from the negative off-balance-
sheet adjustments for the forecast income tax expense for 2023, and the differences between the calculation of
the forecast for 2022 and the expense in the tax return filed. In addition, tax loss carry forwards have been
deracognised.

In addition, the Group has not recognised deferred tax assets in relation to tax loss carry forwards and certain
temporary differences as follows:

€ million
Check-in. Rates Taxable profit Non-capitalised amount
Tax loss carry forwards from prior years 684 171
Temporary differences from prior years 49 12
733 183

Considering the estimated income tax expense for 2023, the tax loss carry forwards at the reporting date are as
follows:

€ million

Year of origin Taxable profit Tax effect
2009 523 131
2010 15 4
2011 62 16
2013 95 24
2016 206 51
2020 1,126 281
2021 707 176

2,734 683

Of the potential tax credit for tax loss carry forwards generated by the Group of €683 million, an amount of €512
millien is recognised in the consolidated statement of financial position as it is considered that these assets will
be recovered in the terms and periods set in Spanish accounting regulations, based on the best estimates of the
tax group's future results.

Deferred tax liabilities

The changes in 2023 and 2022 in "Deferred tax liabilities" were as follows:

€ million 2023 2022
Opening balance 84 48
Additions (6) 43
Transfers {54) (7}
Final balance 24 84
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15.6 Tax procedures and inspections

As a result of disputing the outcome of tax audits on prior years, the Group is involved in tax proceedings through
both administrative channels and judicial review.

In 2020, 1B Opco, as the parent entity of the Tax Group of which it is a member, was notified by the Central
Economic Administrative Tribunal (Tribunal Econdémico Administrative Central) of the dismissal of its appeal
against corporate income tax assessments for 2012 and 2013. In January 2021, IB Opco lodged an application
for judicial review of the Tribunal's ruling. The application is pending a decision by the court.

In the 2019 financial year, IB Opco applied for a correcticn of the corporate income tax for the 2014 and 2015
financial years in order to adopt in these tax returns the criterion set by the Inspectorate for the 2011 to 2013
financial years. This adjustment request resulted in a claim for a tax overpayment of €4 million to be recovered
by Iberia L.A.E. 5.A. Operadora. In 2020, IB Opco received notice of the start of tax audits relating to corporate
income tax for 2014 and 2015, limited solely to the review of this adjustment request. In financial year 2021, the
scope of proceedings was extended to Iberia. In 2022, the tax audit actions were completed and Iberia received
the return of €4 million plus €1 million in late payment interest.

In September 2023, IB Opco, as the parent company of the Tax Group to which it belongs, received notification
of the commencement of inspection proceedings of a general scope in relation to financial years 2019 to 2022.
At the end of the year, the inspection proceedings were still in progress and no assessment proposal had yet
been received.

In January 2024, the ruling of the Constitutional Court was announced. The decision upheld the challenge to the
unconstitutionality of several amendments to corporate income tax introduced by Royal Decree-Law 3/2016, of
2 December, adopting tax measures aimed at the reinforcement of public finances and other urgent measures in
the social sphere. In this regard, prior to the ruling, in July 2021 the Group filed a request for rectification of
corporate income tax for 2016 to 2019, requesting disapplication of the measures introduced by Royal Decree-
Law 3/2016. The consequences of the declaration of unconstitutionality of these measures are explained in more
detail in Events after the reporting period (Note 21).

The Directors and tax advisors of the parent Company consider that no tax liabilities additional to those recognised
under *Non-current provisions - Other provisions” will arise from the resolution of the tax appeals and litigation
described above.

15.7 Other information

In compliance with the provisions of Article 84 of the Revised Text of the Law on Corporate Income Tax (Royal
Legislative Decree 4/2004 of 5 March, which was in force at the time, in 2009 Iberia, Lineas Aéreas de Espafia,
S.A. participated as a shareholder in the merger of Vueling Airlines, S.A. y Clickair, 5.A., considering the gains
obtained in the amount of €21 million non taxable, generating deferred tax of €6 million. Information concerning
this transaction was set out in Note 8.1 to the 2009 financial statements of Iberia, Lineas Aéreas de Espaiia, S.A.

In addition, the full demerger of Iberia, Lineas Aéreas de Espafia, S.A. in favour of the Company was executed
on 20 January 2011, effective for accounting purposes from 1 January 2010, whereupon the Company joined the
special tax schame stipulated in Chapter VIII of Title VII of the Amended Income Tax Law. Notes 13 and 18 to
this company's 2010 financial statements contain the information required by Article 93 of the Amended Income
Tax Law (Royal Legislative Decree 4/2004 of 5 March).

Law 38/2022 of 27 December has recently been approved, which establishes, for tax years starting from 2023
onwards, that the taxable income of the tax group will not be determined by linearly aggregating the individual
taxable income but that 100% of the positive taxable income and 50% of the negative taxable income will be
considered. Likewise, as from 1 January 2024, and during the first ten subsequent tax periods, the amount of tax
losses not included in the taxable income of the tax group will be included in the taxable income of the tax group
in equal parts.

Pillar Two minimum effective tax rate reform

In 2021 the OECD released the Two Piflar solution to address the tax challenges arising from the digitalisation of
the economy. This reform to the international tax system addresses the geographical allocation of profits for the
purposes of taxation and is designed to ensure that multinaticnal enterprises will be subject t0 a minimum 15
per cent effective tax rate.

On 15 December 2022, the Council of the European Union forrmally adopted the EU Pillar Two Directive. On 22
December 2022, the EU Minimum Tax Directive was published.
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On 11 July 2023, the UK enacted Finance (No. 2) Act 2023 which introduced the Multinational Top-up Tax and
the Domestic Top-up Tax with effect for accounting periods beginning on or after 31 December 2023. These taxes
are the UK'’s adoption of the income inclusion rule and domestic minimum top-up tax rule referenced in the
OECD’s Pillar Two reform.

On 18 December 2023, Ireland enacted Finance (No.2) Act 2023 which, pursuant to the EU Minimum Tax
Directive, provided for the introduction of a new minimum effective rate of tax for certain businesses. These rules
provide for a Qualified Domestic Top-Up Tax where an in-scope group’s Irish operations have an effective rate of
tax of less than 15%. They come inte force for accounting periods beginning on or after 31 December 2023.

Cn 19 December 2023, Spain’s Council of Ministers approved a draft law to implement the EU Minimum Tax
Directive. This is to be subject to consultation, prior to being sent to Parliament. Under the legislation, the Group
is liable to pay a top-up tax for the difference between the effective rate per jurisdiction and the 15 per cent
minimum rate. Such legislation applies prospectively for accounting periods beginning on or after 31 December
2023.

On 23 May 2023, the IASB issued the amendments to IAS 12 - international tax reform; Pillar Two model reforms,
effective for periods beginning on or after 1 January 2023. The amendments to IAS 12 provide temporary
mandatory relief from the recognition of deferred tax balances arising from the implementation of the Pillar Two
legislation. Accordingly, the Group has developed an accounting policy with regards to the recognition of deferred
taxes arising from the Pillar Two model rules, where no adjustments to deferred tax assets and liabilities are
recognised that arise from the introduction of the minimum 15 per cent effective tax rate.

16. CURRENCIES OTHER THAN THE EURO

The breakdown of major transactions in currencies other than the euro in 2023 and 2022, measured in euros, is
as follows:

€ million 2023 2022
Revenue 2,942 2,398
Services provided 69 47
Purchases 1,376 i,011
Services received 1,361 1,176
Operating leases 395 336

The item"Purchases" includes transactions in Euros, mainly fuel, whose price is referenced to the dollar.

Major balances in currencies other than the euro primarily concern advance payments on aircraft, receivables for
ticket sales and maintenance services provided, and payables for fuel purchases and spare parts for aircraft,
usually denominated in dollars.

The exchange differences recognised in profit or loss for 2023, amounting to an income of €27 million, mostly
relate to derivatives and non-current provisions, and adjustments to financial investments and bank borrowings.
The balances referred to in Note 9.2 are also relevant.

17. INCOME AND EXPENSES

17.1 Revenue

The distribution of the Group's revenue in the 2023 and 2022 financial years is as follows:

£ million 2023 2022
Passenger revenue (a} 5,611 4,276
Cargo revenue 282 359
Handiing (aircraft dispatching and services in airports) 319 294
Technical assistance to airlines 871 581
Other income 53 50

7,136 5,562

(a) Includes other income (recovery of unused tickets, commercial agreements etc.} totalling €265 million (2022: €289 miltion).

The breakdown of passenger revenue excluding "Other income”, by networks, is as follows:
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€ million 2023 2022

Domestic 749 622
Medium-haul 1,248 928
Long haul 3,349 2,437

5,346 3,987

The Group operates a number of routes along with other airlines, as follows:

Routes Airlines

North Atlantic American Airlines, British Airways, Finnair and Iberia
Madrid - London British Airways and Iberia

Spain - Ecuador and Peru LATAM and Iberia

Spain - Japan Japan Airlines, British Airways, Finnair and Iberia
Madrid - Barcelona Vueling and Iberia

Madrid-Doha Iberia y Qatar Airways

These agreements, which do not entail joint operation of company assets, concern the distribution of income and
margins generated on these routes on an agreed distribution basis, depending on the operations carried out by
each airline.

The "Madrid-Doha" agreement with Qatar Airways entered into force in December 2023. The Madrid-Barcelona
and Spain-Japan agreements are temporarily suspended pending activation and renegotiation of conditions.

17.2 Other operating income

The breakdown of this item on the accompanying consolidated income statement is as follows:

€ million 2023 2022

Sundry, subventions and other current operating income:
Revenue from commission 43 25
Lease income 35 55
Other income 205 216
283 294

Income from commissions chiefly consists of commissions on the sale of tickets for other airlines, commissions
arising from the franchise agreement with Air Nostrum and sale of tickets for Vueling Airlines, S.A. under Iberia's
code, and also commissions from in-flight product sales.

17.3 Supplies

The breakdown of "Procurements” on the accompanying consolidated statement of financial position is as follows:

€ million 2023 2022

Consumption of:
Aircraft fuel 1,592 1,390
Spare parts for aircraft 629 455
Catering supplies 25 17
Other supplies 15 11
2,261 1,873

The composition of this item in terms of purchases, changes in and write-down of inventories, is as follows:

€ million 2023 2022
Purchases 2,183 1,857
Changes in inventories 69 9
Impairment of inventories 9 7
Consumption 2,261 1,873

The Group’s inventories are broken down as follows:
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€ million 2023 2022
Spare parts for aircraft 277 210
Catering supplies 10 11
Other supplies 1 1
Provision for inventories (20) {15)
Emission allowances 165 134
Supplier advance payments 112 111

545 452

The Group has recognised €62 million (2022: €64 million} in emission allowances received at no cost, measured at

their market value.

The breakdown of Group purchases in 2023 and 2022 in terms of origins Is as follows:

£ million 2023 2022
National 938 755
Intra-Community 366 287
Imports 879 815

2,183 1,857

17.4 Workforce

In 2023 and 2022 the workforce distribution in terms of the average headcount, by professional categery, was as

follows:
2023 2022
Directors and Management Committes 13 13
Senigr management 57 48

Ground:

Managers and other line staff 1,078 956
Administrative 3,797 3,504
Auxiliary services 3,820 3,440
Fleet maintenance technicians 2,420 2,267
Other 367 364
11,482 10,531

Flight:
Technical crew 1,609 1,504
Flight attendants 3,776 3,405
5,385 4,909
16,937 15,501

At 31 December 2023 and 2022 the workforce distribution, by gender and professional category, was as follows:

31-12-2023 31-12-2022

Female Male Female Male
Directors 3 6 2 7
Management Committee 5 4 4
Senior management 25 33 19 35

Ground:
Managers and other line staff 572 574 532 501
Administrative 3,129 1,389 2,975 1,330
Auxiliary services 459 4,140 390 3,805
Fleet maintenance technicians 70 2,456 56 2,254
Other 159 204 156 231
4,389 8,763 4,109 8,121

Flight:

Technical crew 123 1,634 104 1,513
Flight attendants 3,054 1,341 2,782 1,161
3,177 2,975 2,886 2,674
7,594 11,781 7,018 10,841

The average number of people employed during the period with a disability of 33% or more, broken down by

category, is as follows:
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2023 2022

Ground:
Managers and other line staff 8 7
Administrative 38 356
Auxiliary services 86 85
Fleet maintenance technicians 14 14
QOther 15 15

161 157

In accordance with the provisions of the applicable regulations, the Group must employ a number of disabled
workers of no less than 2% of its total workforce.

Given the complex nature of the company’s work, it is difficult to hire a sufficient number of such employees to
reach this percentage, and therefore, the legal requirement is met through acceptable alternative measures.

17.5 Other operating expenses

The composition of "Other operating costs" on the accompanying consclidated income statement is as follows:

€ million 2023 2022
Air traffic services 413 389

Aircraft lease payments
Dry lease {crewless contract) (Note 7.1) 250 280
Cargo 12 12
Navigation charges 220 180
Aircraft maintenance 582 394
Selling costs 300 231
Booking system expenses 105 91
Other rent 56 45
In-flight services 120 100
Other types of maintenance 52 42
Stopover expenses 53 38
Indemnities for passengers, luggage and cargo 87 52
Rovyalties 11 27
Incident costs 15 11
Losses, impairment and variation of provisions for trade operations 3 5
Independent professional services 106 77
Emission allowances (Note 20) 87 91
Qther operating expenses 316 305
2,828 2,370

"Ajrcraft maintenance” includes expenditure on subcontracted maintenance work and provisions for major repairs
of aircraft operated under operating leases {see Note 5.3).

In 2023 and 2022 the fees billed for audit and non-audit services provided by the Group’s auditor, KPMG, or by
a company forming part of the auditor’s organisation through control, common ownership or management, were
as follows:

€ thousand
Type of service 2023 2022
Auditing services and other audit-related services
Audit and limited reviews 1,018 9594
Other verification work 12 3
Total services 1,030 997

The "Other verification work” account in 2023 and 2022 includes fees for agreed procedures related to the
certification of ratios in connection with ICO loans as well as compliance with certain clauses established in the
terms and conditions for the provision of air services subject to public service obligations on the Menorca-Madrid
route.

In addition, the heading "Audit and limited reviews" includes expenses for auditing services amounting to €44
thousand in 2023 (2022: €41 thousand) corresponding to the Mundiplan joint venture in which the subsidiary
Iberia L.A.E. S.A. Operadora holds a 50% interest.

17.6 Financial income

The breakdown of this item on the accompanying consolidated income statement is as follows:
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€ million 2023 2022

Dividends 3 =
Interest on loans 72 [}
75 S

During 2023, the Group received a dividend of €2.7 million from Servicios de Instruccion de Vuelo, S.L..
17.7 Finance costs

The breakdown of this item on the accompanying consolidated income statement is as follows:

€ million 2023 2022
Interest on finance leases (Note 13) 56 36
Interest on borrowing with Group companies and associates (Note 19.1) 37 15
Interest on updating provisiens for contingencies and charges (Note 12) 40 12
Qther 25 54

158 117

18. BUSINESS AND GEOGRAPHIC SEGMENTS
Basis of segmentation

Segment reporting Is structured primarily by business segments, according to the Group’s lines of business, and
secondly by geographic segments.

Primary business segments

The lines of business described below were established on the basis of the Group’s organisational structure at the
2023 reporting date and take account of the nature of the services provided and alse of the customer segments
targeted by them.

In 2023, the Group engaged mainly in the following major lines of business, which provide the basis for the
Group's primary segment reporting:

1. Transport activity (includes both passenger and freight transport)

2. Airport activity (Including handling activities)

3. Maintenance and engineering activity

4, Other activities
Income and expenses that cannot be specifically attributed to any operating line or that are the result of decisions
affecting the Group as a whole - including expenses incurred in projects or activities affecting several lines of
business, or Income from strategic investments, income tax expenses, etc. — are attributed to a "Corporate Unit”.
Reconciling items arising from the comparison of consolidating the financial statements of the various lines of
business (prepared using a management approach) with the Group’s consolidated financial statements are also
allocated to the same “Corporate Unit”.

The costs incurred by the Corporate Unit are allocated among the various lines of business using an internal cost
allocation system at market prices.

Secondary segments - geographic segments

The Group’s activities are also classified into geographic segments: Domestic (Spain), Medium-Haul (Europe and
Africa excluding South Africa, and the Middle East) and Long-Haul markets.

Basis and methodology for segment reporting
The segment reporting below is based on monthly reports prepared by the Group. These reports are generated

on the basis of the Group‘s cost accounting system, which classifies transactions carried out by the Group by lines
of business and gecgraphic segments.
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The ordinary income of each segment relates to the external and internal ordinary income directly attributable to
the segment and excludes finance income, dividends or proceeds from disposals.

The expenses of each segment are determined by the directly allocable expenses incurred in the operating
activities of the segment, plus the corresponding proportion of the corporate expenses which can be allocated to
the segment using reasonable allocation bases. The expenses thus allocated do not include interest, losses from
disposals or income tax expenses that are unrelated to the segments’ operating activities and that, therefore,
cannot be allocated using reascnable allocation bases.

Segment assets and liabilities are those directly related to each segment’s operations, plus the assets and
liabilities that can be directly attributed to them using the bases for allocation mentioned above. Segment
liabilities do not include income tax payables.

Segment information concerning these businesses in 2023 and 2022 is presented below:

Corporate
Maintenance and and other
Transport Airports engineering activitiesg Total Group

€ million 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
Cperating income:

External 6,126 4,894 321 298 924 626 106 85 7,477 5,903

Inter-segment 23 2 179 161 109 117 239 216 550 498
Operating expenses:

External {4,853) (4,143) (444} (417) (976) (685) (345) (408) (6,618) (5,853)

Inter-segment (506} {443) (17)  (23) (27) (24) = = {550} {496)
Operating profit (loss) 790 304 39 18 30 34 - {167} 859 250
EBITDAR 1,402 725 49 116 43 48 11 (62) 1,505 827
Aircraft lease payments (350) (280) = o - o = o (350) {280)
EBITDA 1,052 445 45 116 43 43 11 (82) 1,155 547
Depreciation and
amaortisation {263) {141} (9) (973 (14} {14} (10) (45) {296) (297)
Financial profit (loss) {117) {138) 1 - - - 74 (7) {(42) {145)
Share of profit {loss) of
companies accounted for
using the equity_method 39 98 3 1 - = 161 1 203 160
Frofit {loss) before tax 712 264 43 20 30 34 235 (113) 1,020 205
Income tax (29) - - = - - 10 67 (19 67
Net profit/(loss} 683 264 43 20 30 34 245 (48) 1,001 272
Average headcount {FTEs) 5,385 7,118 6,967 4,136 2,077 2,343 2,508 1,904 16,937 15,459
Property, plant and
equipment 2,257 1,708 39 33 140 163 34 31 2,470 1,533
Inventories 267 188 1 1 233 212 44 50 545 452
Other assets 614 790 73 62 289 224 3,581 3,935 4,557 5,011
Total assets 3,138 2,685 113 96 662 599 3,659 4,016 7,572 7,396
Customer prepayments 1,467 1,232 - - - - - = 1,467 1,232
Remuneration payable 72 B7 25 34 16 18 32 37 145 176
Other liabilities 4,392 3,905 64 64 118 181 691 1,928 5,265 5,078

Practicaliy all the Group’s assets can be allocated to the domestic market with the exception of aircraft, which have
no defined geographic location. The percentages of aircraft used in each geographic market, measured in terms
of total block hours, are as follows:

Secondary segments 2023 2022
Domestic 19% 21%
International short-haul/medium-haul 33% 33%
Long-haul 48% 46%

100% 100%

19. BALANCES AND TRANSACTIONS WITH RELATED PARTIES
19.1 Operations with related parties

The following transactions took place with related parties in 2023 and 2022:
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€ million 2023 2022

Group Group
companies or Other reiated companies or  Cther related
entities and companies aor entities and  companies or
Expense and revenue associates erttities Total associates entities  Total
Expenses:
Finance cost - 37 37 - 15 15
Receipt of services 54 109 163 49 119 168
54 146 200 49 134 183
Income:
Financial income - 1 1 - 3 3
Management or coaperation contracts - 12 12 - 4 4
Dividends 1 - 1 - - -
Provision of services 334 186 520 268 153 421
335 199 534 268 160 428
€ million 2023 2022
Group Group
Director and  companies or Directer and  companies or
senior entities and senior entities and
Other transactions management associates Total management associates  Total
Qther operations 4 o 4 4 - 4
4 - 4 4 - 4

The main transactions with Group companies and associates are accounted for by the Group’s core business,
along with handling and maintenance activities. In addition, IAG provides various management services to the
Group and passes on other costs, including the cost of the executive share option programme. The expense
passed on in 2023 was €10 million (2022: €7 million}).

The transactions with British Airways Plc relate mainly to the joint operating agreements mentioned in Note 17.1,
commissions on passenger tickets collected from and paid to this company for tickets issued by one company
and flown by the other, and collections and payments for handling and maintenance services.

In addition, the transactions with Avios Group (AGL) Ltd mainly relate to coflections and payments under the
loyalty programme.

19.2 Balances with related parties

The balances with related parties on the consolidated statement of financial position at 31 December 2023 and
2022 were as follows:

2023 2022
Group Other Group COther
companies or related companies or related
entities and  companies entities and companies
€ miflion associates  or entities Total associates or entities Total
Non-current investments:

Equity instruments {Note 8.2) 536 385 921 503 385 888
Current Investments:

Loans to companies = = - o 101 101
Advances to suppliers = 38 38 = 32 32
Trade receivables 168 42 210 132 45 177
Non-current borrowings - 300 300 - 300 300
Trade creditors 19 = 19 131 - 131

In addition, at 31 December 2023, the Group has recognised the loan balance with Avios Group {(AGL) Limited in
relation to the loyalty programme of €162 million under “Deferred revenue” in “Trade and other pavables” in the
consolidated statement of financial position.

At 31 December 2023 the Group no longer has any receivables from IAG, as the remaining €100 million of the
total amount of £300 million has been recovered during the year 2023. Interest has accrued until maturity at the
market rate.

In addition, IAG as the Group's parent company agreed to strengthen its capital by entering into a €300 million
equity loan as financial support during the financial year 2022. Interest accrues at market rates.
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The non-current debt is also a loan of €75 million plus accrued interest at 31 December 2023, which was received
during the year 2021 from IAG, one of the Parent Company's shareholders, in the context of the agreements with
Globalia. This loan bears interest at market rates and has a term of 5 vears.

At 31 December 2023, the Group had €238 miltion through a credit facility arranged by IAG Group for the Group
to draw on and no longer available arranged and undrawn credit facilities for aircraft (2022: €246 million and
€113 million respectively).

19.2 Remuneration and other benefits of Directors and Senior Management

The remuneration received in 2023 and 2022 by the Parent’s Directors, classified by items, was as follows:

£ thousand 2023 2022
Fixed remuneration and cther remuneration 225 225
Compensation in kind 13 3

238 228

In both 2023 and 2022, IAG charged the Company expenses for the work of certain directors (see Note 19.1).

The table above does not include the remuneration of the executive directors who have also held a post on the
management committee.

The table below details the remuneration of the three directors of the parent Company who held executive posts.

€ thousand 2023 2022
Fixed remuneration 953 917
Variable remuneration 779 644
Compensation in kind 65 63
Social security and other welfare benefits 52 47

1,849 1,671

The table above does not include the remuneration of the executive directors of the parent Company who receive
their remuneration from the parent IAG (International Consolidated Airlines Group, S.A.) with which they have a
contractual relationship.

In 2023 premiums were paid in respect of an insurance policy for executive directors with an approximate total
of €65 thousand {2022: €64 thousand), and no advances or loans have been granted to the directors.

In 2023 and 2022, the Directors of the parent Company did not enter into any transactions with the Company or
any Group companies other than ordinary business transactions under normal market conditions.

Pursuant to article 229 of the Spanish Corporate Enterprises Act, the directors have stated that neither they nor
the people linked to them have any conflicts of interest with the Group.

19.4 Remuneration of senior executives
The remuneration received by members of the subsidiary Iberia’s management in 2023 and 2022 {excluding the

CEO and those simultaneously exercising directorships, whose remuneration is set out above) is as follows for 40
managers at year-end 2023 (2022: 38 managers):

€ thousand 2023 2022
Fixed salaries 6,518 5,782
Variable remuneration 4,246 2,808
Compensation in kind 305 288
Social security and other welfare benefits 774 597

11,843 9,475

In 2023, contributions were made to an insurance policy and pension plans in the amount of €72 thousand (2022:
€71 thousand).

In 2023, no advances or loans were granted to members of Group management and no transactions have been
carried out with Group management or Group companies outside the ordinary course of business or on other than
arm's length terms.
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As mentioned in note 19.1, IAG passes on the cost of the share option programme for executive directors and
management In 2023 to the Group in the amount of €10 million (2022: €7 million).
20. ENVIRONMENTAL INFORMATION

As part of the environmental policy, various activities and projects were carried out in 2023 to guarantee the
proper management of the main environmental impacts of the air transport business as a whole.

In 2023 and 2022 the breakdown of environmental expenses was as follows:

€ million 2023 2022
Environmental repair and maintenance 1 1
Employee costs relating to environmental management 1 1
Emission allowances 87 91
Environmental taxes and other 4 3

93 96

The acquisition cost and accumulated depreciation of the Group’s environmental assets, which include emission
allowances, water-treatment plants, hazardous waste storage facilities, gas recharge and fiiter systems, and
water recycling infrastructure, amounted to €74 million and €58 million, respectively, at 31 December 2023
{2022: €74 and €56 million respectively).

With respect to its aircraft, the Group has a renewal policy in which the environment (minimising the impact of
noise and atmospheric emissions) Is an important factor. Accordingly, the Group is continuing to add new aircraft
models that reduce fuel consumption by approximately 20% compared to aircraft from earlier generations. A new
EU CO: emissions-reduction regulation entered into force in 2012, under which airlines are required to deliver
emission allowances for flights departing from or arriving at European airports (see Note 5.9).

In its ground operations, the Group holds certification under the ISQ 14001/AENOR Environmental Management
System, including the Group’s aircraft maintenance facilities at Barajas alrport in Madrid. As a result of this
certification, along with existing certification for handling and the Group's other maintenance facilities, all the
Group's major environmental issues are covered by external certification.

The Group is also involved in the European SESAR programme to reorganise air space with a view to reducing
aircraft congestion and poliution of the environment.

The Group considers that any possible environmental contingencies that might arise are covered sufficiently by
its civil Hability insurance policies and by provisions relating to probable or certain liahility arising from litigation
in progress or from outstanding indemnity payments or obligations of undetermined amount.

Finally, no investments of property, plant and equipment were made for environmental reasons during the
financial year 2023 (2022: €1 million).

21. EVENTS AFTER THE REPORTING PERIOD

Airport handling services

In February 2024, the Board of Directors of the subsidiary Iberia Lineas Aéreas de Espafia S5.A. Operadora
approved the plan to spin off the activity of ground handling services to aircraft, passengers and cargo at airports
(handling) to a new company. This segregation will take effect for accounting purposes as from 1 January 2024,
the date on which the assets and liabilities of the segregated branch of activity will be contributed.

Revocation of Royal Decree-Law 3/2016 in Spain

On 18 January 2024 the Tribunal Constitucional (Constitutional Court) in Spain, issued a ruling stating that a
number of amendments to corporate income tax arising from the introduction of Royal Decree-Law 3/2016 were

unconstitutional and accordingly revoked. The revocation of Royal Decree-Law 3/2016 impacts the Tax Group
operations as follows:
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. Limitation of the use of historic tax losses

Prior to the introduction of Royal Decree-Law 3/2016, the Spanish subsidiaries of the Group were permitted to
offset up to 70 per cent of their taxable profit with historical accumulated tax losses (to the extent there were
sufficient tax losses to do so). With the introduction of the Royal Decree-Law 3/2016, this limitation of tax losses
applied to taxable profit was reduced to 25 per cent.

. Tax deductibility of impairments of investment in subsidiary undertakings

Where companies had impaired investments in subsidiaries prior to 2013 and deducted those impairments for
tax purposes, Royal Decree-Law 3/2016 retrospectively required companies to reverse those impairment charges,
for tax purposes, with the effect recognised equally over the five years commencing 1 January 2016.

In accordance with IFRS, the Tax Group has considered the ruling issued by the Tribunal Constitucional as a post
closing event and, therefore, it has not reflected the impact of the changes derived from such ruling in the financial
statements. As at the date of these financial statements, there remains uncertainty as to how the revocation of
Royal Decree-Law 3/2016 will be applied and accordingly the methodology by which the Group, with its external
tax advisors, quantifies the impacts of this revocation. Had the Group reflected the impact of ruling into the
financial statements as of 31 December 2023, the impact would have been as follows:

. Current tax impact of historic loss limitation and deductibility of historic impairments of
investments for fiscal years 2016 through 2022

The Tax Group’s tax losses in Spain were limited to 25 per cent loss offset. In addition, prior to 2013, Iberia LAE
impaired its subsidiary undertakings in Venezuela. Had the loss limitation been 70 per cent and the historic
impairment been tax deducttble, the taxable profits, and as a result the tax paid to the Spanish tax authorities,
would have been lower. The Tax Group expects to record an associated current tax credit up to approximately
€57 million, with a corresponding receivable from the Spanish tax authorities.

. Current tax impact of loss limitation to fiscal year 2023

The Tax Group measures current tax expense based on the regulations in effect as of the date when corporate
income taxes are accrued. With the change in [oss limitation, the Tax Group anticipates the ability to offset up to
70 per cent of their Spanish taxable profits with prior-year losses for their 2023 Spanish taxes. If this limit had
been applied at 31 December 2023, the Tax Group foresees a reduction of the 2023 current tax expense of
approximately €77 million.

. Deferred tax impact of future loss limitation

The Tax Group measures deferred tax assets at the tax rates that are expected to apply when the related asset
is realised. As detailed in note 2, the Tax Group uses future cash flow projections over periods of up to ten years
to determine the recoverability of deferred tax assets. With the change in loss limitation, the Tax Group expects
to be able to utilise more of its historical tax losses within this ten-year period. Had the Royal Decree-Law 3/2016
not applied at 31 December 2023, the Tax Group expects that the deferred tax assets associated with tax losses
and tax credits would have decreased by approximately €20 million, with the corresponding deferred tax expense
in the income statement.

22. EXPLANATIONS ADDED FOR TRANSLATION TO ENGLISH

The attached Consolidated Financial Statements have been translated into English for the convenience of the
reader from the statutory Financial Statements prepared in Spanish language in accordance with generally
accepted accounting principles established in Spain. In the event of discrepancy, the Spanish-language verslon
prevails.
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DESCRIPTION OF GROUP

The Iberia Group is an international air transport group with 96 years of experience, the largest in Spain
and leader between Europe and Latin America; it belongs to the IAG airline group and is part of
the OneWorld Alliance, which offers more than 12,600 daily flights to nearly 1,000 airports in more than
170 countries. Iberia, together with Iberia Express and Iberia Regional Air Nostrum, offers flights to fifty
countries around the world from Madrid airport, where it has developed its hub and consolidated Madrid as
a gateway between Europe and Latin America.

In addition to passenger transport, the Group has diversified its business with cargo, aircraft maintenance
and airport assistance.

Iberia Maintenance has become a widebodies centre of excellence for the airlines of the IAG group, and
Iberia Airport Services provides handling services at 29 Spanish airports for 200 customer airlines,

By 2023, the subsidiary Iberia had not only recovered its network of destinations, but also increased tha
number of routes and frequencies in virtually all markets. The Spanish airline has started flights to Doha
(Qatar) and Rovaniemi (Finland) and has announced that in 2024 it will launch flights to Tokyo (Japan),
Tirana (Albania) and Ljubljana (Slovenia). In total, the airline has a network of 140 destinations with direct
flights to 48 countries.

In addition, in 2023 Iberia increased its capacity between Spain and Latin America by 21% compared to the
previous year.

Alsc in 2023, the Group centinued its fleet replacement plan, adding nine new aircraft: six A350 and three
A320neo for short and medium-haul routes.

Furthermore, Iberia was ranked as the second most on-time airling in Europe in 2023 and the fifth most
punctuafl in the world.

The following table shows the breakdown of Iberia Group revenues from each of thase services in
2023 and 2022:

2023 2022

{€ million) {(%.) (€ million) (%0.)
Passenger revenue 5,611 79% 4,276 77%
Aircraft maintenance 871 12% 581 10%
Handling 319 4% 296 5%
Cargo revenue 282 4% 359 7%
Other income 53 1% 50 1%
Total revenue 7,136 100% 5,562 100%

The Group's loyalty programmes as well as its strategic alliance and cooperation agreements are also critical
to its business success and are described below.

Iberia's hub is located at Adolfo Sudrez Madrid-Barajas International Airport, the main airport of Madrid and
Spain. Located within the city, Adolfo Sudrez Madrid-Barajas airport welcomed 60.2 million passengers in
2023, representing an increase of 18.9% compared to 2022. Iberia is the leading airline operating at the
airport in terms of both capacity and passengers. Adolfo Sudrez Madrid-Barajas airport has established itself
as a hub airport where airlines can increase their connectivity between the Latin American, domestic and
European markets. The Group operates at Adolfo Sudrez Madrid-Barajas airport in Terminal 4, the airport's
newest terminal and one of the largest in the world.
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Iberia's subsidiary Iberia Express, which started operations in March 2012, operates short and medium-haul
routes. This airline has a pioneering hybrid business model, offering point-to-point air transport while feeding
Iberia's long-haul network to/from its Madrid hub with the same customer benefits and service quality as
Iberia. Iberia Express, which is based in Madrid, started operating with four Airbus A-320 aircraft and by 31
December 2023, has a fleet of 28 aircraft, 13 A-320, 3 A-321 and 12 A-321 NEO, which operationally is
reduced to 25 taking into account that 2 A-321 are in the process of being transferred to Iberia and 1 A-
321 NEO is preserved. With this fleet, the company covers 30 domestic and international routes, basing its
success as a "low cost” airline on efficiency and simplicity.

Iberia Express has set ambitious targets to reduce its environmental footprint and, during the year,
increased its fleet of A-321 NEO aircraft by 6 aircraft, the most efficient Airbus model for short and medium
haul, taking a further step in its fleet renewal plan and reinforcing its roadmap towards zero net emissions
by 2050. In addition, in November 2023, Iberia Express received certification in IATA's IENVA environmental
management programme.

Another of the year's major milestones was that Iberia Express was recegnised by Cirium, the world's leading
international aviation analysis consultancy, as the most punctual airline in Europe in 2023 and the fifth most
punctual in the world. This recognition is the result of the commitment of everyone at Iberia Express to its
customers, who value punctuality particularly positively.

In 2017 it began operating under the LEVEL brand, with its hub at Barcelona-E! Prat Airport, offering routes
to the Americas.

Passenger transport

The Group's core business is passenger transport, which it operates through an extensive network of
scheduled flights, most of which connect with Adolfo Suarez Madrid-Barajas airport. The Group’s main
networks are the domestic network, the medium-haul network (mainly flights to Europe and some
destinations in Africa and the Middle East) and the long-haul network focusing mainly on Latin America, the
United States and Asia.

The Group distributes its products to customers through four principal channeis:
+  Travel agencies
o Websites
« Ticket sales offices in the city or at the airport; and
« Call centres

In addition, the Group negotiates contracts with corporate customers, usually through a travel agency.
Travel agencies act as intermediaries between Iberia Group and its end customers, for which they receive
a commission. Travel agencies are Iberia Group's most important channel.

The Group's websites (Iberia, Iberia Express and LEVEL), city/airport sales offices and call centres are
considered "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. The website includes saies made through
the Iberia.com website. City or airport sales offices are ticket sales offices in city centres or airports that
airlines use to sell tickets directly to customers. Call centres are also used by Group to sell tickets directly
to customers over the telephone.

Other smaller distribution channels include General Sales Agents {GSAs), staff travel bookings and frequent
flyer programme redemptions. GSAs are mainly sales representatives who charge a commission on
airline ticket sales.

The following table shows the performance of Iberia Group's passenger transport business in 2023 and 2022
{including Iberia, Iberia Express and LEVEL, but excluding Vueling and Air Nostrum - a regional franchise).
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Operating statistics of the Transport business

2023 2022 % (*)

PASSENG.

ASK (million) 82,137 68,753 19,5
Pomestic 8,448 7,760 8,9
Medium-haul 16,432 14,419 14,0

Europe 14,657 12,795 14,6
Africa and Middle East (a) 1,775 1,624 9,3
Long-haul 57,257 46,574 22,9

RPK {million) 71,744 57,822 24,1
Domestic 7,459 6,482 15,1
Medium-haul 14,232 11,607 22,6

Europe 12,752 10,334 23,4
Africa and Middle East (a) 1,478 1,273 16,1
Long-haul 50,053 39,733 26,0

Load factor (%) 87,3 84,1 3,2p.
Domestic 88,3 83,5 4,8p.
Medium-haul 86,6 80,5 6,1p.

Europe 87,0 80,8 6,2p.
Africa and Middle East (a) 83,2 78,4 4,8p.
Long-haul 87,4 85,3 2,1p.
CHARGE
ATK (million) 1,964 1,456 34,9
RTK {million) 1,081 918 17,8
Load factor (%) 55,1 63,1 -8,0p.
PASSENGER REVENUE
Revenues (€ million) 5,394 3,997 35,0
Revenue/ASK (€) €) 6,57 5,81 13,1
Revenue/PKT (€) €) 7,52 6,91 8,8

(*) Year-on-year variations calculated with exact figures in euros.

(a) Passenger revenues include only those revenues generated on flights operated during
the period. Therefore, revenues from the cancellation of customer advances
and other minor accounting adjustments

ASK: Available Seat Kilometre RPK: Revenue Passenger-Kilometres.
ATK: Available Tonne Kilometre RTK: Revenue Tonne-Kilametres.

Variations in foad factor expressed in percentage points.

Iberia Group traffic statistics

The three airlines that make up the Group have experienced a strong increase in supply in 2023, 19.5%
more than in 2022, which already almost exceeded the pre-pandemic supply. For their part, Iberia and
Iberia Express have recovered the network of destinations they had in 2019, and have added new routes,
such as Doha.

The long-haul sector saw supply rise by 22.9% and occupancy climb 2.1 points to 87.4%. Supply to North
America increased by 24.0% with an improvement in the occupancy rate of 2.4 percentage points. In Latin
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America and the Caribbean, ASK grew by 23.2% and the occupancy rate by 1.9 percentage points, Asia saw
capacity fall by 96.5% and occupancy declined by 11 percentage points.

Capacity in the medium-haul sector increased by 14.0% and the occupancy rate climbed 6.1 points to
86.6%. Supply in Europe grew by 14.6%, and in another international medium haul, Africa and the Middle
East, AKOs increased by 9.3%.

In the domestic sector, supply grew by 8.9% and PKT by 15.1%, with occupancy climbing 4.8 peints above
the 2022 rate to 88.3%.

Status of global air transport,

Despite the swift recovery in passenger demand and the substantial reduction in Covid-19 travel restrictions,
the aviation industry is still grappling with the aftermath of the pandemic, during which it incurred a historic
loss of nearly USD 140 billion. Moreover, other challenges such as wars in different regions of the world,
volatile oil prices, high interest rates and a shortage of qualified personnel impacted their financial
performance. However, 2023 is the year in which the industry returned to profits.

At the industry level, capacity measured in available seat kilometres (ASK) remained slightly below pre-
pandemic levels {-4%), while demand recovered at a slower pace in all regions.

Revenue passenger kilometres (RPK) remained below the 2019 level (-5%) in 2023 but recovered +38%
compared with the previous year. Expected passenger revenues amount to USD 642 trillion, This figure was
around +47% higher than last year and +6% higher than in 2019, The numbers demonstrate the strength
of average revenue during the year and passengers' increased willingness to pay. This favourable context
was further enhanced by continued capacity constraints in the market, especially in the long-haul segment.

Global economic growth in 2023 Is expected to decelerate by -0.5 pp to +3% y-o-y growth. This figure is
well below the historical average growth rate. Headline inflation continues to decelerate from +9.2% in
2022, year-on-year, to +5.9% in 2023. Core inflation, which strips out food and energy prices, is also
projected to decline, albeit more gradually than headline inflation. This picture emerges differently in
different geographical areas. The slowdown is more pronounced in advanced economies than in emerging
markets and developing countries. Among the advanced economies, the United States delivered a positive
surprise, with consumption and investment resilience, while Eurozone activity was revised downwards.

In 2023, the industry's estimated net profit amounts to $23.3 billion. This is a substantial improvement over
the previous year and means the sector is now out of the red. The net margin is estimated at 2.6%, +3 pp
better than in 2022. The operating margin is estimated at 4,5%.

In 2023, the industry's financial performance is expected to outperform the previous year in all regions.
However, different geographical areas have recovered at different rates due to the way governments have
dealt with the aftermath of Covid-19.

North America remains the best performing market financially. It was the first market to return to profit in
2022 and operators in the region are expected to build on this in subsequent years. Projected net income
at year-end 2023 is USD 14.3 trillion, underpinned by high occupancy levels and robust average revenues.

In Europe, earnings are set to be better than expected, with a net profit of USD 7.7 trillion. These results
are backed by robust demand sustained over time.

Meanwhile, Latin American airlines have seen a steady improvement in performance since 2020 but would
still be in the red by 2023, with losses of USD 0.6 trillion.

Finally, Asia-Pacific carriers posted fairly scolid revenue growth and contributed to more than half of the
industry's traffic increase over the past year. Despite the positive trend, the Asian market is expected to
make a loss of USD 0.1 trillion.

Other services

Iberia Maintenance

Iberia offers maintenance, repair and overhaul services for engines, aircraft and components of the Iberia
fleet and other airlines. These services are offered through the General Maintenance and Engineering
Department Iberia Maintenance, which carries out scheduled and unscheduled maintenance work

{ad hoc repairs). As at 31 December 2023, the maintenance division had approximately 2,100 employees.

In 2023, external and internal revenues from maintenance and engineering amounted to €953 million and
€80 million, respectively (2022: €626 million and €117 millicn)
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The objective of scheduled maintenance is to ensure that the aircraft is fully airworthy and/or to restore
specified levels of reliability. Scheduled maintenance is divided into three categories: (i) on-wing
maintenance (outside the perimeter of Iberia Maintenance since 2022, which was transferred to the
operator), (ii) minor maintenance and (iii) major overhaul. Each of these categories covers specific
inspections, the frequency and depth of which are gradually increased and tailored to the characteristics
and age of the fleet.

Minor maintenance comprises A, B and C checks, the frequency and depth of which is gradually increased
up to Cinspections, 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;
(i) 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 14001:2004).

Maintenance and repair activities are carried out in seven hangars and numerous workshops and bench-
testing facilities on a 2.5 million square meter site at Adolfo Sudrez Madrid-Barajas Airport. In addition,
services are provided in a hangar at Barcelona’s El Prat airport.

Iberia Handling

Iberia is Spain's largest airport handling operator, providing passenger, baggage, aircraft and cargo services
at airports. It operates in 29 airports in Spain and is the country’s only full-service airport handling company.
At 31 December 2023, the handling division had approximately 8,018 employees and Spain's largest fleet
of GSE (Ground Support Equipment).

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
baggage, seat assignments, special assistance and security services.

« Runway and ramp services, including loading and unloading and transport of cargo, pushback and
towing, aircraft cleaning, heating and cooling, drinking and waste water, tyres and electronic
systems, 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.

e« Cargo assistance, including cargo transport, delivery of carge at warehouses, stock control and
handling of hazardous and perishable goods; and

=  Flight services, including meteorological data, aeronautical data, flight documentation, operational
summary and operational flight plans.

In 2023, the external and internal revenues of the airport business amounted to €369 and €131 million,
respectively (2022; €298 million and €161 millien).

Iberia's handling division is accredited by Spain's AENOR standards bureau for quality and environmental
management (ISC 9001:2000 and ISO 14001:2004).

Iberia's systems unit provides IT and telecommunications services to the airline and external customers, in
addition to technical assistance services as required. The guality of these services is accredited by AENOR
in accordance with the IS0 9000:2000 standard, which covers (i} IT systems development processes; (ii)
maintenance of IT systems and data processing centres; (iii} user care and assistance; and {iv) IT products
and services procurement managemeant.

In February 2024, the Board of Directors of the subsidiary Iberia Lineas Aéreas de Espafia S.A. Operadora

approved the spin-off of the airport handling services activity to a newly incorporated company (see section
on subsequent events).
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IAG Cargo

IAG Cargo Ltd (IAG Cargeo) was established on 18 May 2012 within IAG Group following the integration of
the commercial teams of British Airways World Cargo and Iberia Cargo, aimed at providing a single
commercial platform for IAG Group.

It is a business unit of IAG Group and is respensible for optimising the profitability of the Group's cargo
transport. Operations commenced on 1 December that same year with a newly created single commercial
platform to manage and market the entire cargo capacity of the IAG airlines through a single set of
distribution channels under the IAG Cargo brand.

In 2016, Aer Lingus was merged into IAG Group and Aer Lingus cargo into IAG Cargo.
TIAG Cargo is also responsible for Vueling and LEVEL sales.

IAG Cargo currently services more than 350 destinations with approximately 15,000 weekly flights focused
on “Constant Climate” and “Critical” products. Cargo revenues are distributed between the companies that
make up IAG Cargo Ltd, based on what each of them carries.

Cargo capacity for more than 500 wide-body and narrow-body aircraft is managed with the extensive
network offered by the Group's airlines.

IAG Cargo is also one of the leading players in global cargo handling operations, with Madrid providing the
main hub for Iberia, London Heathrow for British Airways and Dublin for Aer Lingus.

It currently operates a wide-body "air bridge" between London and Madrid, allowing cargo to be sent
anywhere in the world.

In 2023, Iberia's cargo revenue fared worse than in 2022, especially in the last quarter of the year, due to
the overall increase in competition in the markets, which resulted in lower yields, and alsc because of the
drop in supply in key markets.

Iberia loyalty programme

From 28 January 2015, TAG Group's loyalty programmes (Iberia Plus and BA Executive Club), which aligned
their customer proposition in November 2011, were run by Avios Group Limited. (now IAGL) and as part of
this transaction, the assets and certain contracts with Iberia partners were transferred to the IAGL Spanish
subsidiary. This was regulated through the ASR (Avios Shareholding Restructuring), which defined the
contracts on which this relationship is based. These contracts were reviewed and updated in 2021. This
management model allows custemers to obtain more benefits from both airlines. IAGL also manages the
loyalty programmes of Vueling and Air Lingus, also part of the IAG Group.

Avios are the currency of both frequent flyer programmes. Customers can accumulate Avios when flying
with Iberia partner airlines (including oneworld partners and other companies with bilateral agreements)
They can also accumulate Avios in other services in diverse sectors, such as hotel stays, rental cars, and
even when they make purchases through agreements with a wide range of partners. These Avios can be
redeemed in different services in Iberia, such as flights, "upgrades”, ancillaries and discounts on commercial
tickets. They can also be used in the associated companies of the different sectors mentioned above.

ALLIANCES

Oneworld

The oneworld alliance was created in 1999 and currently comprises Iberia, British Airways, American
Airlines, Alaska Airlines, Cathay Pacific, Finnair, Japan Airlines, Malaysia Airlines, Qantas, Qatar Airways,
Rovyal Jordanian, Royal Air Maroc, SriLankan Airlines, and up to 24 affiliated airlines. In 2022 the oneworld
alliance initiated a procedure to incorporate Oman Air, likely to reach completion in 2024.

The oneworld alliance is designed to provide customers with a seamnless travel experience of the highest
quality standards, access to a worldwide network of destinations and a package of exclusive benefits and
services. Through the alliance, customers have access to more choices in terms of destinations, combined
itineraries and fare types, smoother transfers, greater access to airport iounges and the opportunity to earn
and redeem Avios across the alliance's entire flight network. For airlines, the key benefits are access to a
larger customer base and the consequent improvement in flight cccupancy and revenue from this additional
traffic.
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The oneworld airlines operate approximately 12,000 daily flights, with connections to around 900
destinations in more than 170 countries.

Joint Business for the North Atlantic

Under the Joint Business Agreement to operate North Atlantic routes, Iberia, Aer Lingus, British Airways,
American Airlines and Finnair cooperate very closely to maximise the customer value proposition and the
profitability of their joint network between North America (Canada, the US and Mexico), Europe (the EU,
Switzerland and Norway) and Israel, sharing revenues and certain expenses.

The joint business offers connections between more than 160 cities in Europe and more than 240 North
American cities, with strategic hubs in Madrid, London and Helsinki in Europe and New York, Miami, Dallas,
Chicage, Philadelphia, Charlotte, Los Angeles and Phoenix in the US. The Group and its partners strive to
make travelling simple and rewarding, with unbeatable fares across the five airlines, flights at different times
to meet customers’ needs, smoother connections, more integrated customer service and the opportunity to
earn more Avios with all five airlines.

Other affiliations

Iberia, LATAM Peru and LATAM Ecuador are part of & joint business agreement between Europe, Peru and
Ecuador to operate Madrid-Lima and Madrid-Quito/Guayaquil routes. The arrangement enables the
companies to plan and manage the flights operating these routes jointly, and to share the profits. Customers
enjoy greater choice and flexibility with schedules and services, as well as better connections and fares at
those airports to a iarger number of destinations.

In October 2016, with the start of flights between Madrid and Tokyo, the subsidiary Iberia joined the joint
business agreement between Japan Airines, British Airways and Finnair for routes between Europe and
Japan (Siberian Joint Business} which continues, although there were no direct flights between Madrid and
Tokyo in 2023. The henefit of this participation is reciprocal, as Iberia's contribution to this market is
important for the alliance, as it links Spain and Japan with a direct flight, and for Iberia it has been critical,
especially with the support of Japan Airlines as a local partner in Japan. All this allows us to offer our
customers a very competitive product with greater advantages and benefits, such as a greater and better
offer of itineraries to make their trip using the network of all partners and in the best conditions, since they
can choose between the rates offered for this itinerary by all the partners, the ones that best adapt to their
needs {combinable rates).

In 2023, the subsidiary Iberia joined the world's largest joint venture, alongside Qatar Airways and British
Airways, with the opening of the Madrid-Doha route, adding more frequencies to Qatar Airways' operation.
Operating across Madrid, London and Doha, the three strategic partners offer unrivalled connectivity
between Spain and more than 200 destinations in Asia, Australasia, the Middle East and Africa, with the
most efficient connections. This joint venture opens the door to and from Asia, which will provide a wide
range of options to increase and diversify connectivity and, thereby, tourism and business.

The subsidiary Iberia also has a franchise agreement with Air Nostrum, a company incorporated on 23 May
1994, It was the first private project for regional aviation in Spain. In May 1997, it becamne Iberia’s franchise
partner as Iberia Regional-Air Nostrum, It currently operates around 220 routes in Spain, Europe and North
Africa. Air Nostrum is also a member of the OneWorld Alliance as an Iberia affiliate.

The Group also has bilateral agreements, including code share agreements, with 30 airlines, some of which
are alsoc members of the OneWorld Alllance. Through the bilateral cooperation between Iberia and British
Airways, passengers benefit from greater flexibility in the form of combined fares and cross-selling through
the two carriers’ channels, which cover most long-haul destinations in the America, Africa, the Middle East
and South Asia.

FLEET AND AIRCRAFT

Acquisition of aircraft

The year 2023 was the year of recovery of pre-pandemic fleet levels.

The Group continues to invest in new fleet, with the addition of the latest generation A350 and A320 NEO
family aircraft. The new fleet is characterised by lower operating costs, such as fuel consumption and

maintenance, and also superior levels of comfort for passengers due to the incorporation of new technologies
in the cabin. Throughout 2024, next-generation fleet entries will continue for long-haul operations.
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Financing of aircraft
The Group’s existing fleat 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
subsequent purchases are made and financed for each airline. The Group's financial strategy for financing
new aircraft will continue to be based on finance or operating leases, with possible additional sources
of financing:

»  loans secured by assets of financial banking institutions
«  Manufacturers' credits

» Capital markets and, potentially, the Enhanced Eguiprent Trust Certificate (EETC) market

MAIN RISKS, UNCERTAINTIES AND OUTLOOKS FOR THE GROUP

The performance of the airline industry is related to economic growth. One of the main risks for the Group
is therefore linked to the consolidation of the recovery of air demand in its core markets, which is dependent
on the state of the economy in the different geographical areas. In turn, this will be influenced by the
performance of employment levels, consumer and business confidence, credit availability and the growth of
trade. Business traffic is especially sensitive to the performance of economic conditions and is currently
constrained by the inflationary environment and more restrictive travel policies.

As mentioned previously, economic growth is expected to slow down to +3% in 2024. The global economy
continues its slow recovery from the blows of the pandemic, the Russian invasion of Ukraine and the cost-
of-living crisis. In retrospect, resilience has been remarkable. Despite the disruption wrought by the war on
energy and food markets and the unprecedented tightening of international monetary conditions to fight off
a surge in inflation not seen in decades, the global economy has slowed, but not stagnated. Even so, growth
is sfow and uneven, with increasing global divergences. The world economy is advancing, but at a slow,
leisurely pace.

Certain risks lie ahead. First, the housing crisis could worsen further in China, which is a major risk for the
global economy. Secondly, commodity price volatility could intensify in a context of heightened geopolitical
tensions and climate change-related shocks. And thirdly, while they have declined, headline and core
inflation are still too high. Short-term inflation expectations have risen above their target level, although
this trend appears to be turning around.

Given the economic challenges in store, IATA forecasts that the industry will still be generating value in
2024, with USD 25.7 trillion of net profit.

Operating margin is expected to improve +0.6 pp to 5.1%.

In 2024, the change in capacity {avallable seat kilometres, or ASKs) is expected to be +5% versus 2019,
with year-cn-year growth more pronounced in Asia due to its delayed post-pandemic return to normal.

Moreover, all markets are expected to turn a profit except for Latin America and Africa, which are likely to
be close to break-even.

Future strategy

In 2023, we have seen a strong financial performance that has allowed us an early repayment of our debt
guaranteed by Spain‘s Instituto de Crédito Oficial (ICO). These results have been possible due to a

favourable macroeconomic environment and improvement of Spanish inbound tourism both in terms of
number of tourists and spending.

Iberia has continued to be ahead of its competitors during 2023 in terms of capacity redeployment which,
along with the supply-demand imbalance we are seeing in the industry, has been a key driver for our
remarkable results.

We added four Airbus A350-900 and nine A320neo aircraft to Iberia and Iberia Express fleet, which are at
the core of our transition towards a more sustainable aviation industry. We have expanded our network by
opening new routes as Doha and El Cairo and increased frequencies to important destinations such as Bogotd
and Lima.

As part of our commitment with developing the connectivity and competitiveness of the Madrid hub, we
continue to make progress on our proposed acquisition of Air Europa. The acquisition remains subject to
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securing the required approvals and is expected to take place between 18 to 24 months since our
announcement of the transaction in February 2023.

In September, we lost the handling licenses at eight Spanish airports, such as Barcelona and Palma de
Mallorca however, we won at other major airports such as Madrid Barajas.

Our People

In 2023 we reaffirmed our unwavering commitment to create and maintain stable and high-quality
employment and to do so we improved the working conditions and salaries of our entire workforce, In Iberia
we have improved the conditions of 2,500 contracts in our airport workforce.

We also improved 1,000 cabin crew contracts demonstrating our commitment to the wellbeing and
professional development of our team.

In Iberia Express, we reached collective bargaining agreements with staff, pilots and cabin crew until 2025.
In addition, 164 pilots, 512 cabin crew and 222 maintenance staff joined Iberia’s workforce.

Once again, this year, our employees have shown they are the strength the company has to face its
chalienges. Their daily work makes Iberia a referent in punctuality and is positively valued by its customers.

Our customers

Operational excellence and punctuality are key factors for our customers. Iberia and Iberia Express have
been the most punctual aiflines in Europe and Iberia the 5 globally in 2023, according to Cirium 2023
Report. Throughout the year, Iberia and Iberia Express have been one of the most punctual airlines in
Europe and the world. Also, we have reached historical levels in both NPS and customer satisfaction by
improving our engagerment culture and ali customer communications.

In 2023 we continued implementing our new business cabin, thanks to the arrival of four new latest-
generation Airbus A350-900s, which provided not only operational improvements, but also greater comfort
in all cabins, with greater privacy, spaciousness and new lighting envircnments, These aircraft offer state-
of-the-art connectivity and in-flight entertainment so passengers can enjoy their flight experience to the
fullest.

We redesigned the in-flight meals throughout our network. We renewed our offer in economy and premium
economy cabins on long-haul flights by introducing a between-meals service, while business cabin now
includes healthy products, such as fresh fruit, as part of the on-board meals.

All these improvemenis have allowed us to renew our 4 Skytrax stars this year.
Our planet

In 2023, we continued working on the development of our sustainability strategy, in order to drive forward
the transition of the industry. Iberia and Repsol joined forces in March to offer the purchase of Sustainable
Aviation Fuels (SAF) to our corporate clients, allowing them to decarbonise their business trips.

In September we presented All4Zero, a unique industrial innovation hub formed alongside ArcelorMittal,
Holcim and Repsaol, created to promote disruptive technologies around sustainable fuels. In November, Iberia

Express obtained IATA's IenVA environmental certification on airline’s commitment to sustainability and in

December, Iberia implemented the IAGOS system on an Airbus A330-200 to ebtain the composition of the
atmaosphere for the subsequent development of more accurate weather and climate models.

As an overall milestone, this year we reduced our COZ emissions by 13% compared to 2019, bringing us
ahead of our 2025 target.

Looking to the future

Our operational excellence, our improved revenue performance and our cost model will allow Iberia to face
2024 with optimism, even if the current macroeconomic and supply-demand imbalance tailwinds slow down.

RISK MANAGEMENT AND USE OF FINANCIAL INSTRUMENTS

The Group has procedures and systems in place to identify and mitigate the main risks affecting its various
business lines.

Risk actions extend to the Group's key management parameters and measures, such as: the income
statement, gearing levels, investments and disposals. This approach allows the Group to optimise earnings
and gearing and take balanced decisions in terms of risk/return offered by new investments.
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The Group carries cut a broad range of actions to control and manage risks, putting in place systems that
allow it to identify, measure, manage and mitigate the main risks affecting its various business lines. In
terms of financial risks, the Group has a management programme to control and reduce the potential impact
of fluctuations in fuel prices, exchange rates and interest rates on its earnings and to maintain sufficient
liquidity for Its operating and cash-related requirements.

In accordance with this risk management policy, the Group arranges mainly exchange rate, interest rate
and aviation fuel derivatives.

The most-used exchange rate derivatives are forwards, options and cross currency swaps. Fuel price
derivatives used are mainly swaps and options. The most commonly used interest rate derivatives are
interest rate swaps and interest rate options.

COMMITMENT TO SUSTAINABILITY

Iberia has been flying from Spain or more than 95 years with the same purpose: to generate prosperity by
connecting people with the world. While maintaining this rationale, the airline has gradually adapted its
strategy to give flying a new meaning and demonstrate that connectivity is key for society: repatriation
flights, collaboration with the national transplant organisation, transporting humanitarian supplies and
vaccines, supporting Spanish talent and contributing to historic cultural events are some examples of Iberia’s
comimitment to the communities in which it operates. Contributing to environmental, social and economic
sustainability represents a cross-cutting strategy for the Group and the entire IAG. The Group's sustainability
strategy is built around four key pillars focused on the ecological transition of its operations through
measures to enhance efficiency and decarbonise its activities, procure a more sustainable travel experience
for customers, encourage the commitment to sustainability of Group employees, and ensure the future of
the entire Group by supporting research and reinforcing and raising public awareness of the contribution of
its activities to society as a whole.

Furthermore, mindful of its environmental impact, Iberia is committed to decarbonization and improved
waste management. The decarbonization of aviation is complex but the industry has solutions that can
deliver an almost immediate impact on the path to ecological transition. In addition to fleet renewal,
increased efficiency in operations and use of sustainably sourced aviation fuels are other initiatives that
Iberia is implementing as part of its goal of achieving net zero emissions by 2050. On the waste management
side, Iberia is working with the entire industry to find the most efficient solutions to reduce, reuse and
recycle waste generated on board.

In relation to its flight operations, the Group 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 to reduce emissions, especially the greenhouse gas
emissions associated with climate change and the nolse footprint. Group's activities are underpinned by
measures designed to implement continuous improvement through AENOR certification: the Group's
management of environmental, social and governance matters Is certified by the IQNet SR10-Social
Responsibility standard, and its airport division has a certified environmental management system (ISQO
14001 / AENOR).

The Group 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 In addition,
Iberia collaborates closely with the scientific community through ‘La Cétedra Iberia’ from UPM (Politecnica
University of Madrid), whose main objective is none other than to seek alternatives to effectively and
efficiently decarbonise the air transport industry

Iberia‘s commitment in this area has led it to support best ethical practices and to participate in the following
national and international initiatives:

+ United Nations Global Compact

e«  Sustainable Development Goals (SDGs) adopted by the United Nations in 2015
Spanish Green Growth Group

s The International Labour Organization's fundamental conventions

« Companies for a society free of gender viclence of the Ministry of Health, Social Services and
Equality

s  Principles of Good Corporate Governance of the QECD

¢ Global Code of Ethics for Tourism of the World Tourism Organisation
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The Annual Sustainability Report includes social projects in addition to environmental projects and indicators
within the framework of Group’s sustainability strategy.

Sustainable and responsible management

The implementation and maintenance of environmental management systems enables the company to build
on its environmeantal policy and meet the management objectives it has set itself to achieve climate
neutrality by 2050. This past year we have implemented the IEnvA environmental management system,
equivalent to the ISO 14001 standard, across all of the company's businesses (airline, MRO and airports).
The system is developed and audited by IATA with a focus on airlines.

Other environmental management systems in place at Iberia are described below.

In 2023 the Group's CO2 emissions monitoring and information system for flights affected by emission
schemes (market-based measures) and the company's ground operations (industrial zones) were audited
by SGS and TUV SUD, respectively, in accordance with the European emissions trading system (EU ETS) as
well as the Swiss (CH ETS) and British (UK ETS) schemes applicable to flight emissions. In the area of
international flights, Group's CO2 emissions monitoring and information system for international flights was
also verified externally by SGS and reported in accordance with the international emissions scheme of the
International Civil Aviation Organisation {ICAQ), CORSIA.

In 2023 Group's fleet also complied with international environmental standards set by ICAQ on noise
emissions and air quality below an altitude of 900 metres in the vicinity of airports.

The integrated quality and environmental system of Group's airport services is AENOR certified according to
the ISO 9001 and ISO 14001 standards. This is unique in that it encompasses in a single integrated system
the operations of over 29 stations throughout the national airport network. These certificates require
enormous human and material efforts in the following areas: environmental analysis, proper documentation,
training, awareness raising and preparation of facilities, and internal and external audits, among other
aspects.

In 2022 the Group also certified its processes under the international management and improvement
standard IQNet SR10, which certifies that the Group has implemented the best international practices and
recommendations regarding social responsibility. This milestone represents a substantial consolidation of
Group's sustainability strategy, positioning it at the top of the international league as the first to achieve
this certification. In 2023, the company's sustainability strategy will be certified by AENOR for its contribution
to the Sustainable Development Goals (SDGs).

The Group works jointly with its main service providers to reduce environmental impacts in the supply chain.
All suppliers are included in the IAG Group responsible sourcing strategy, led by IAG GBS. Through this
strategy, the Group evaluates the real and potential environmental aspects of suppliers and establishes
controls to mitigate them. IAG also creates collaborative environments to strengthen its sustainability
strategy. In addition, every year Iberia completes the EcoVadis Questionnaire, having scored 65, putting
the Company in the 86th percentile for environmental performance.

The Annual Sustainabiflity Report details the results of Group's sustainable policies and corporate
responsibility of Ibheria.

TECHNOLOGY INFORMATION

The Group makes extensive use of IT systems and works together with third-party providers of information
technology and similar services, and also uses some internally developed software. Group's systems are
mainly used for its business and the management of revenues and sales activities.

The IAG Group has launched the GBS Transformation Programme for finance, decision support and IT,
with the ambitious goal of providing world class services to the operating companies in a single, efficient
process. So far, a significant number of transactional financial processes have been consolidated through an
outsourcing business partner, which has enabled Iberia to manage these services in & more cost-effective
manner. In addition, it has moved current local processes to an integrated GBS approach with standardised
information.

The next phase for Group is to analyse the technology used and find ways to further integrate the Group's
systems and processes.

RESEARCH, DEVELOPMENT AND INNOVATION ACTIVITIES

Iberia continues to invest in R&D&I as one of its core strategic values. Highlights include projects with a
strong technological component that help to improve our business. These include initiatives aimed at
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upgrading the passenger experience through innovative solutions related to digitalisation, virtual reality and
artificial intelligence.

From the point of view of fax incentives for R&D&I activities, in 2023 the company claimed a tax deduction
of EUR 3.5 million for corporate income tax to be applied in the 2022 tax year.

In terms of public funding for R&D&I activities, the Spanish centre for technological and industrial
development {CDTI), which is part of the Ministry of Science and Innovation, approved the following
projects:

« TOLERANCIAS. Design of calibration testing systems for the new latest-generation GTF engines.

* IRIS-TAM. Digital management system for all processes and activities that occur from the moment
a plane lands at an airport until it takes off again (turnaround).

Energy efficiency

The company is committed to caring for the environment, and therefore undertakes initiatives to reduce its
environmental footprint, As part of our projects for the electrification of airport systems and equipment,
together with vehicles and the installation of the necessary infrastructure for recharging them, we secured
funding for the programmes from the Instituto para la Diversificacién y Ahorro de la Energia (IDAE) of the
Ministry of Ecological Transition:

» Moves Flotas II: Electric vehicle fleets.
« Moves Singular: Airport ground equipment.

The two projects amount to a combined investment of EUR 40 million, with grant funding of EUR 15 million
having been secured.

Similarly, the project Moves Flotas 11i: Eleckric Vehicles Fleets with a budget of EUR 5.7 million, is currently
being evaluated by the same organisation, and is eligible for a subsidy of EUR 0.5 million.

Strategic investments

In addition, the Company is seeking the best possible funding for its strategic investments, such as the
modernisation of IBERIA's MRO facilities to create a new production line for the maintenance and repair of
the new-generation GTF engines. It will also improve the current engine repair lines at Iberia.

These investments are backed by several public bodies such as CDTI (Centro para el Desarrollo Tecnoldgico
y la Innovacién), which belongs to the Ministry of Science and Innovation, and by SEPI Desarrollo
Empresarial, S.A., S.M.E. (SEPIDES}), which is owned by the Sociedad de Participaciones Industriales (SEPI}),
a public institution under the Ministry of Finance, and the IDAE (Instituto para la Diversificacidn y Ahorro de
la Energia) under the Ministry of Ecological Transition and Dermographic Challenge.

ACQUISITION OF TREASURY SHARES

No operations.

COMPLIANCE WITH ARTICLE 262.1 OF THE SPANISH
COMPANIES LAW FOR THE AVERAGE PAYMENT PERIOD FOR
SUPPLIERS

As described in note 10.1 to the consolidated financial statements, the Group's average payment period to
suppliers in 2023 was 24 days.

EXEMPTION FROM THE OBLIGATION TO SUBMIT A STATEMENT
OR REPORT OF NON-FINANCIAL INFORMATION

As set out in the new Law 11/2018, of 28 December 2018, which amends the Commercial Code, the revised
text of the Spanish Companies Law approved by Royal Legislative Decree 1/2010, of 2 July, and Law
2272015, of 20 July, on Audit , in matters of non-financial information and diversity, the IB Opco Holding
Group is exempt from presenting a statement or report on non-financial information as it belongs to the IAG
Group, which discloses the information required in its statement of non-financial information, which will be
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available at the Commercial Registry, on the website of the National Securities Market Commission and on
the Group's website.

EVENTS SUBSEQUENT TO THE REPORTING PERIOD

Airport handling services

In February 2024, the Board of Directors of the subsidiary Iberia Lineas Aéreas de Espafia S.A. Operadora
approved the plan to spin off the activity of ground handling services to aircraft, passengers and cargo at
airports (handling) to a new company. This segregation will take effect for accounting purposes as from 1
January 2024, the date on which the assets and liabilities of the segregated branch of activity will be
contributed.

Revocation of Royal Decree-Law 3/2016 in Spain

On 18 January 2024 the Tribunal Constitucional {(Constitutional Court) in Spain, issued a ruling stating that
a number of amendments to corporate income tax arising from the introduction of Royal Decree-Law 3/2016
were unconstitutional and accordingly revoked. The revocation of Royal Decree-Law 3/2016 impacts the Tax
Group operations as follows:

« Limitation of the use of historic tax losses

Prior to the intreduction of Roval Decree-Law 3/2016, the Spanish subsidiaries of the Group were permitted
to offset up to 70 per cent of their taxable profit with historical accumulated tax losses (to the extent there
were sufficient tax losses to do so). With the introduction of the Royal Decree-Law 3/2016, this limitation of
tax losses applied to taxable profit was reduced to 25 per cent.

+  Tax deductibility of impairments of investment in subsidiary undertakings

Where companies had impaired investments in subsidiaries prior to 2013 and deducted those impairments
for tax purposes, Royal Decree-Law 3/2016 retrospectively required companies to reverse those impairment
charges, for tax purposes, with the effect recognised equally over the five years commencing 1 January
2016.

In accordance with IFRS, the Tax Group has considered the ruling issued by the Tribunal Constitucional as
a post closing event and, therefore, it has not reflected the impact of the changes derived from such ruling
in the financial statements. As at the date of these financial statements, there remains uncertainty as to
how the revocation of Royal Decree-Law 3/2016 will be applied and accordingly the methodology by which
the Group, with its external tax advisors, quantifies the impacts of this revocation. Had the Group reflected
the impact of ruling into the financial statements as of 31 December 2023, the impact would have been as
follows:

¢ Current tax impact of historic loss limitation and deductibility of historic impairments of
investments for fiscal years 2016 through 2022

The Tax Group’s tax losses in Spain were limited to 25 per cent loss offset. In addition, prior to 2013, Iberia
LAE impaired its subsidiary undertakings in Venezuela. Had the loss limitation been 70 per cent and the
historic impairment been tax deductible, the taxable profits, and as a result the tax paid to the Spanish tax
authorities, would have been lower. The Tax Group expects to record an associated current tax credit up to
approximately €57 million, with a corresponding receivable from the Spanish tax authorities.

¢  Current tax impact of loss limitation to fiscal year 2023

The Tax Group measures current tax expense based on the regulations in effect as of the date when
corporate income taxes are accrued. With the change in loss limitation, the Tax Group anticipates the ability
to offset up to 70 per cent of their Spanish taxable profits with prior-year losses for their 2023 Spanish
taxes. If this limit had been applied at 31 December 2023, the Tax Group foresees a reduction of the 2023
current tax expense of approximately €77 million.

+  Deferred tax impact of future loss limitation

The Tax Group measures deferred tax assets at the tax rates that are expected to apply when the related
asset Is realised. As detailed in note 2, the Tax Group uses future cash flow projections over periods of up
to ten years to determine the recoverability of deferred tax assets. With the change in loss limitation, the
Tax Group expects to be able to utilise more of its historical tax losses within this ten-year period. Had the
Royal Decree-Law 3/2016 not applied at 31 December 2023, the Tax Group expects that the deferred tax
assets associated with tax losses and tax credits would have decreased by approximately €20 million, with
the corresponding deferred tax expense in the income statement.
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