Internet Gold – Golden Lines Ltd.

Consolidated Balance Sheets
	
	
	
	
	Convenience

	
	
	
	
	translation into

	
	
	
	
	U.S. dollars

	
	
	
	
	$1 = NIS 3.421

	
	
	September 30
	December 31
	September 30

	
	
	2008
	2007
	2008

	
	
	(Unaudited)
	(Audited)
	(Unaudited)

	
	NIS thousands
	$ thousands


	Current assets
	
	
	
	

	Cash and cash equivalents
	
	 116,527 
	 601,926 
	 34,061 

	Short-term investment
	
	 556,434 
	 162,884 
	 162,652 

	Trade receivables, net 
	
	 216,578 
	 224,616 
	 63,310 

	Other receivables
	
	 26,551 
	 26,446 
	 7,761 

	Deferred taxes
	
	 8,472 
	 9,707 
	 2,476 

	
	
	
	
	

	Total current assets
	
	 924,562 
	 1,025,579 
	 270,260 

	
	
	
	
	

	
	
	
	
	

	Investments
	
	
	
	

	Long-term trade receivables
	
	 3,700 
	 3,460 
	 1,082 

	Deferred taxes
	
	 34 
	 192 
	 10 

	Assets held for employee severance benefits
	
	 21,455 
	 20,639 
	 6,272 

	Investments in investee companies
	
	 91 
	 291 
	 27 

	
	
	
	
	

	
	
	 25,280 
	 24,582 
	 7,391 

	
	
	
	
	

	
	
	
	
	

	Property and equipment, net
	
	 165,562 
	 163,949 
	 48,396 

	
	
	
	
	

	
	
	
	
	

	Other assets, net 
	
	 484,062 
	 519,865 
	 141,497 

	
	
	
	
	

	
	
	
	
	

	Goodwill
	
	 417,423 
	 417,608 
	 122,018 

	
	
	
	
	

	Total assets
	
	 2,016,889 
	 2,151,583 
	 589,562 


Internet Gold – Golden Lines Ltd.

Consolidated Balance Sheets (cont'd)
	
	
	
	
	Convenience

	
	
	
	
	translation into

	
	
	
	
	U.S. dollars

	
	
	
	
	$1 = NIS 3.421

	
	
	September 30
	December 31
	September 30

	
	
	2008
	2007
	2008

	
	
	(Unaudited)
	(Audited)
	(Unaudited)

	
	NIS thousands
	$ thousands


	Current liabilities
	
	
	
	

	Short-term bank credit 
	
	 50,164 
	 77,998 
	 14,664 

	Current maturities of long-term obligations
	
	 10,084 
	 10,734 
	 2,948 

	Accounts payable
	
	 195,187 
	 209,626 
	 57,056 

	Current maturities of convertible debentures
	
	 14,898 
	 15,354 
	 4,355 

	Current maturities of debentures
	
	 95,279 
	 - 
	 27,851 

	Other current liabilities
	
	 89,012 
	 91,131 
	 26,019 

	Total current liabilities
	
	 454,624 
	 404,843 
	 132,893 

	
	
	
	
	

	Long term liabilities
	
	
	
	

	Long-term loans and other long-term obligations
	
	 4,224 
	 32,265 
	 1,235 

	Liability for termination of employer- employee relations
	
	 35,264 
	 35,918 
	 10,308 

	Deferred taxes
	
	 46,680 
	 59,104 
	 13,645 

	Debentures
	
	 832,740 
	 848,616 
	 243,420 

	Convertible debentures
	
	 86,640 
	 104,640 
	 25,326 

	Total long term liabilities
	
	 1,005,548 
	 1,080,543 
	 293,934 

	
	
	
	
	

	Total liabilities
	
	 1,460,172 
	 1,485,386 
	 426,827 

	
	
	
	
	

	
	
	
	
	

	Minority interest
	
	 184,403 
	 180,410 
	 53,903 

	
	
	
	
	

	
	
	
	
	

	Shareholders’ equity
	
	 372,314 
	 485,787 
	 108,832 

	
	
	
	
	

	
	
	
	
	

	Total liabilities and shareholders' equity
	
	 2,016,889 
	 2,151,583 
	 589,562 


 ADVANCE \y 755 
Internet Gold – Golden Lines Ltd.

Consolidated Statements of Operations
	
	
	
	
	
	Convenience

	
	
	
	
	
	translation 

	
	
	
	
	
	into dollars

	
	
	
	
	
	$1 = NIS 3.421

	
	
	
	
	
	Nine-month

	
	
	
	period ended

	
	Three-month period ended September 30
	Nine-month period ended September 30
	September 30

	
	2008
	2007
	2008
	2007
	2008

	
	(Unaudited)
	(Unaudited)
	(Unaudited)
	(Unaudited)
	(Unaudited)

	
	NIS thousands
	NIS thousands
	$ thousands


	Revenues
	 293,846 
	 298,885 
	 854,901 
	 891,447 
	 249,897 

	
	
	
	
	
	

	Costs and expenses
	
	
	
	
	

	Cost of revenues
	 204,620 
	 202,164 
	 583,182 
	 608,776 
	 170,471 

	Selling and marketing
	
	
	
	
	

	 expenses
	 43,446 
	 44,967 
	 125,996 
	 133,382 
	 36,830 

	General and administrative
	
	
	
	
	

	 expenses
	 16,800 
	 17,858 
	 53,644 
	 50,373 
	 15,681 

	Impairment and other charges
	- 
	 3,073 
	 6,922 
	 4,978 
	 2,023 

	Other income
	(12,791)
	- 
	(12,791)
	- 
	(3,739)

	
	
	
	
	
	

	Total costs and expenses
	 252,075 
	 268,062 
	 756,953 
	 797,509 
	 221,266 

	
	
	
	
	
	

	Income from operations
	 41,771 
	 30,823 
	 97,948 
	 93,938 
	 28,631 

	Financial expenses, net 
	 47,533 
	 19,413 
	 102,604 
	 44,633 
	 29,992 

	
	
	
	
	
	

	Income (loss) before tax
	
	
	
	
	

	 expenses
	(5,762)
	 11,410 
	(4,656)
	 49,305 
	(1,361)

	Tax expenses (income)
	(815)
	 7,243 
	 4,707 
	 4,264 
	 1,376 

	
	
	
	
	
	

	Income (loss) after tax
	
	
	
	
	

	 expenses
	(4,947)
	 4,167 
	(9,363)
	 45,041 
	(2,737)

	Minority interest (loss) in 
	
	
	
	
	

	 operations of consolidated
	
	
	
	
	

	 subsidiaries
	 3,506 
	 189 
	 6,553 
	 163 
	 1,916 

	
	
	
	
	
	

	Net income (loss)
	(8,453)
	 3,978 
	(15,916)
	 44,878 
	(4,653)

	
	
	
	
	
	

	Income (loss) per
	
	
	
	
	

	 share, basic
	
	
	
	
	

	Net income (loss) per share  
	
	
	
	
	

	 (in NIS)
	(0.40)
	 0.18 
	(0.72)
	2.13 
	(0.21)

	
	
	
	
	
	

	Weighted average number 
	
	
	
	
	

	 of shares outstanding  
	
	
	
	
	

	 (in thousands)
	 21,191 
	 22,130 
	 21,986 
	 21,027 
	 21,986 

	
	
	
	
	
	

	Income (loss) per
	
	
	
	
	

	 share, diluted 
	
	
	
	
	

	Net income (loss) per share  
	
	
	
	
	

	 (in NIS)
	(0.40)
	 0.17 
	(0.72)
	2.10 
	(0.21)

	
	
	
	
	
	

	Weighted average number 
	
	
	
	
	

	 of shares outstanding  
	
	
	
	
	

	 (in thousands)
	 21,191 
	 22,351 
	 21,986 
	 21,378 
	 21,986 


Internet Gold – Golden Lines Ltd.

Reconciliation Table of Non-GAAP Measures (NIS in thousands)
	
	
	
	
	
	Convenience

	
	
	
	
	
	translation 

	
	
	
	
	
	into dollars

	
	
	
	
	
	$1 = NIS 3.421

	
	
	
	
	
	Nine-month

	
	
	
	
	
	period ended

	
	Three-month period ended September 30
	Nine months period ended September 30
	September 30

	
	2008
	2007
	2008
	2007
	2008

	
	(Unaudited)
	(Unaudited)
	(Unaudited)
	(Unaudited)
	(Unaudited)

	
	NIS thousands
	NIS thousands
	$ thousands


	GAAP operating income
	 41,771 
	 30,823 
	 97,948 
	 93,938 
	 28,631 

	
	
	
	
	
	

	Adjustments
	
	
	
	
	

	Amortization of acquired 
	
	
	
	
	

	 intangible assets
	 6,820 
	 7,983 
	 20,460 
	 23,952 
	 5,981 

	Impairment and other charges
	 - 
	 3,073 
	 6,922 
	 4,978 
	 2,023 

	Other income
	(12,791)
	 - 
	(12,791)
	 - 
	(3,739)

	Other income in respect 
	
	
	
	
	

	 of MSN transaction
	 12,791 
	 - 
	 12,791 
	 - 
	 3,739 

	Stock compensation in
	
	
	
	
	

	 accordance with SFAS 123(R)
	 1,239 
	 - 
	 2,189 
	 - 
	 640 

	
	
	
	
	
	

	Non-GAAP adjusted 
	
	
	
	
	

	 operating income
	 49,830 
	 41,879 
	 127,519 
	 122,868 
	 37,275 

	
	
	
	
	
	

	
	
	
	
	
	

	GAAP tax expenses
	
	
	
	
	

	 (income), net
	(815)
	 7,243 
	 4,707 
	 4,262 
	 1,376 

	
	
	
	
	
	

	Adjustments
	
	
	
	
	

	
	
	
	
	
	

	Amortization of acquired 
	
	
	
	
	

	 intangible assets
	
	
	
	
	

	Included in tax expenses, net
	 1,841 
	 2,316 
	 5,523 
	 5,970 
	 1,615 

	
	
	
	
	
	

	Non-GAAP tax expenses, net
	 1,026 
	 9,559 
	 10,230 
	 10,232 
	 2,991 

	
	
	
	
	
	

	
	
	
	
	
	

	Net income (loss) as reported
	(8,453)
	 3,978 
	(15,916)
	 44,878 
	(4,653)

	
	
	
	
	
	

	Minority interest (loss) in 
	
	
	
	
	

	 operations of consolidated
	
	
	
	
	

	 subsidiaries
	 3,506 
	 189 
	 6,553 
	 163 
	 1,916 

	Tax expenses (income)
	(815)
	 7,243 
	 4,707 
	 4,262 
	 1,376 

	Impairment and other charges
	 - 
	 3,073 
	 6,922 
	 4,978 
	 2,023 

	Other income
	(12,791)
	 - 
	(12,791)
	 - 
	(3,739)

	Other income in respect 
	
	
	
	
	

	 of MSN transaction
	 12,791 
	 - 
	 12,791 
	 - 
	 3,739 

	Stock compensation in
	
	
	
	
	

	 accordance with SFAS 123(R)
	 1,239 
	 - 
	 2,189 
	 - 
	 640 

	Financial expenses, net
	 47,533 
	 19,413 
	 102,604 
	 44,633 
	 29,992 

	Depreciation and amortization
	 37,404 
	 28,948 
	 94,398 
	 91,704 
	 27,594 

	
	
	
	
	
	

	Adjusted EBITDA
	 80,414 
	 62,844 
	 201,457 
	 190,618 
	 58,888 



