
 

PARTNER COMMUNICATIONS REPORTS 
THIRD QUARTER 2004 RESULTS 

• COMPANY POSTS CONTINUED STRONG GROWTH IN 
QUARTERLY REVENUES, EBITDA AND OPERATING PROFIT 

• 67,000 Q3 2004 NET SUBSCRIBER ADDITIONS 

• INCOME BEFORE TAXES UP 16.1% FROM Q2 2004 

• 3G NETWORK TO BE COMMERCIALLY LAUNCHED TOMORROW 
 
Rosh Ha’ayin, Israel, November 29th, 2004 – Partner Communications Company 

Ltd. (NASDAQ and TASE: PTNR; LSE: PCCD), a leading Israeli mobile 

communications operator, today announced its results for the third quarter ended 

September 30th, 2004.  

 

For the third quarter 2004, Partner reported net income of NIS 114.9 million (US$ 

25.6 million) and income before taxes of NIS 231.9 million, compared to net income 

and income before taxes of NIS 168.6 million in the third quarter 2003.  

Q3 2004 vs. Q3 2003 Comparison 
  Q3 2004 Q3 2003 Change
Revenues (NIS millions) 1,348.4 1,196.3 12.7%
EBITDA (NIS millions)  413.8 392.8 5.3%
Operating Profit (NIS millions)  275.9 267.0 3.3%
Income before Taxes (NIS millions) 231.9 168.6 37.5%
Net Income (NIS millions) * 114.9 168.6 (31.8%)
Cash flow from operating activities net of investing activities (NIS 
millions) 269.5 228.7 17.8%

Subscribers (thousands) 2,269 2,032 11.7%
Estimated Market Share (%) 32 30 2%
Quarterly Churn Rate (%) 2.6 3.0 (0.4%)
Average Monthly Usage per Subscriber (in minutes) 291 286 1.7%
Average Monthly Revenue per Subscriber (NIS) 176.0 181.0 (2.8%)
Average Subscriber Acquisition Costs (NIS)  277.0 289.0 (4.2%)
      * Q3 2003 did not include a provision for income taxes 



 

Commenting on the third quarter results, Amikam Cohen, Partner’s CEO said: “The third 

quarter of 2004 was another excellent quarter for Partner. Our financial and operational 

performance this quarter was fueled by the superb quality of our network, our award-

winning customer service and our innovative wire free solutions for the Israeli market. 

orange™ was named by Globes, Israel’s business daily, as the leading telecom brand in 

Israel for the second consecutive year and as the best provider of customer service for 

the third straight year by the Israeli Management Institute. Furthermore, we continued to 

grow our subscriber base and improve our financial performance this quarter. Our roll out 

of the 3G network also continued and we are now ready to provide an exciting portfolio of 

services and handsets, which will supply our 3G customers with a new and powerful user 

experience. We expect to continue our momentum and further enhance our network 

performance and quality of service to our customers when we commercially launch our 

3G network tomorrow. 

 

 

Financial Review 

  

Partner’s Q3 2004 revenues totaled NIS 1,348.4 million (US$ 300.8 million), up 12.7% 

from NIS 1,196.3 million in Q3 2003 and 7.5% from NIS 1254.6 million in Q2 2004. 

Increased revenues as compared to the third quarter of last year were driven primarily by 

higher service revenues derived from a larger subscriber base and increased revenues 

from handset sales. As compared to Q2 2004, the increase was driven primarily by the 

seasonal growth in service revenues, and increased handset sales.  

Data and content revenues for Q3 2004 were 6.4% of total revenues, compared to 6.2% 

of total revenues in Q3 2003 and 7.0% in Q2 2004.  

 

Gross profit from service revenues in Q3 2004 increased by 5.9% to NIS 451.6 million 

(US$ 100.8 million), 37.5% of service revenues, as compared to NIS 426.4 million in Q3 

2003, 38.6% of service revenues and NIS 428.7 million, 37.7% of service revenues in Q2 

2004. The reduction in gross profit as a percentage of service revenues resulted 

primarily from lower tariffs driven by increased competition. Gross losses from equipment 

revenues increased by NIS 8.6 million compared to Q3 2003 and by NIS 10.0 million 

compared to Q2 2004. The increase in gross losses was driven by increased 



maintenance and charges for slower moving handset inventories derived primarily from 

the maintenance and support of a larger and fast changing variety of handsets. 

 

Selling and marketing expenses decreased by 3.1% in Q3 2004, totaling NIS 80.7 million 

(US$ 18.0 million) versus NIS 83.3 million in Q3 2003. Compared to Q2 2004, selling and 

marketing expenses increased by 5.5% from NIS 76.5 million.  

 

General and administrative expenses in Q3 2004 totaled NIS 47.1 million (US$ 10.5 

million) compared to NIS 36.9 million in Q3 2003, an increase of 27.6%. Compared to Q2 

2004, general and administrative expenses decreased by 2.9% from NIS 48.6 million. 

The increase in general and administrative expenses compared to Q3 2003 resulted 

primarily from a larger provision for doubtful accounts from receivables on handset sales.  

 

Q3 2004 operating profit increased by 3.4% to NIS 275.9 million (US$ 61.6 million) from 

NIS 267.0 million in Q3 2003. Operating profit for Q3 2004 as a percentage of revenues 

decreased to 20.5% from 22.3% in Q3 2003. The Company recorded quarterly EBITDA 

of NIS 413.8 million compared to EBITDA in Q3 2003 of NIS 392.8 million, an increase 

of 5.3%. Q3 2004 EBITDA was 3.0% higher than Q2 2004 EBITDA of NIS 401.7 million. 

EBITDA for Q3 2004 as a percentage of revenues decreased to 30.7% from 32.8% in Q3 

2003 and from 32.0% in Q2 2004. 

 

Financial expenses in Q3 2004 were NIS 44.0 million (US$ 9.8 million), down 55.2% 

from NIS 98.4 million in Q3 2003. Financial expenses decreased 33.3% from NIS 66.0 

million in Q2 2004. The decrease in financial expenses in Q3 2004 compared to Q3 2003 

were driven primarily by lower debt levels, a stronger Shekel and a one time NIS 19.5 

million reduction of financial expenses previously recorded by the Company with respect 

to amounts charged by Bezeq, and disputed by the Company. On August 9, 2004, 

Bezeq's motion to appeal the decision, in favor of the Company, by the Ministry of 

Communication, was dismissed, which resulted in this reversal. During the quarter, the 

Company increased its hedging program to cover the foreign exchange exposure on its 

US$ 175 million 13% subordinated notes.  

 

Q3 2004 income before taxes increased by 37.5% to NIS 231.9 million (US$ 51.7 million 

from NIS 168.6 million for Q3 2003, and 16.1% from NIS 199.8 million for Q2 2004.  

 



In Q3 2004, the Company had net income of NIS 114.9 million (US$ 25.6 million), or NIS 

0.62 (US$ 0.14) per ADS or per share, compared to NIS 168.6 million, or NIS 0.93 per 

share or per ADS for Q3 2003 and NIS 133.4 million, or NIS 0.72 per share or per ADS 

for Q2 2004. Net income for the third quarter of 2004 was lower than the third quarter of 

2003 since the third quarter of 2003 did not include a provision for income taxes as the 

Company did not record income taxes until Q4 2003, when it recorded a deferred tax 

asset derived from its carry forward tax losses. Income taxes in Q3 2004 as a 

percentage of income before taxes increased compared to the previous quarters since 

the Company reduced its deferred tax asset by NIS 34.5 million, following the 

government's decision from June 2004 to gradually reduce corporate tax rates from 36% 

in 2003, to 30% in 2007, effective January 2004.  

 

 

Funding and Investing Review 

 

In Q3 2004, the Company generated free cash flow for the tenth consecutive quarter, 

and further reduced its bank debt by NIS 264 million (US$ 58.9 million). Over the past 

ten quarters the Company has reduced its bank debt by NIS 1,330.4 million. Cash flow 

from operating activities net of investing activities totaled NIS 269.5 million (US$ 60.1 

million) in Q3 2004, compared to NIS 228.7 million in Q3 2003 and NIS 140.4 million in 

Q2 2004.  

 

Commenting on the Company's current credit position, Mr. Alan Gelman, Partner 

Communication’s CFO said, “The Company is evaluating a number of alternatives to 

refinance its US$ 175 million 13% subordinated notes callable in August 2005.”  

 

At September 30, 2004, the NIS equivalent of US$ 289 million was drawn under our 

bank facilities, leaving additional availability of US$ 274. 

 

Net capital expenditures totaled NIS 170.7 million (US$ 38.1 million) in Q3 2004 

representing 12.7% of revenues, up from NIS 65.1 million in Q3 2003, or 5.4% of 

revenues. This resulted mainly from the Company’s continued build-out of its 3G 

network. In comparison, net capital expenditures totaled NIS 156.2 million in Q2 2004 or 

12.5% of revenues. Net Capital expenditures for the first nine months of 2004 were NIS 



471.4 million including approximately NIS 261.4 million related primarily to the build-out 

for the Company’s third generation network.  

 

We believe that funds from our operations, together with funds available under the bank 

facilities, will provide us with enough liquidity and resources to fund our expected capital 

expenditure needs, including our plans to increase the capacity of our existing network 

and capital expenditures associated with our 3G network build-out, as well as obligations 

under our financing agreements and other material commitments. However, the actual 

amount and timing of our future requirements may differ materially from our estimates. 

 

 

Operational Review 

 

The Company added approximately 67,000 net active subscribers in Q3 2004 compared 

to approximately 83,000 in Q3 2003 and approximately 37,000 in Q2 2004. The 

decrease in net subscriber activations in Q3 2004 compared to Q3 2003 resulted 

primarily from slightly lower levels of activations in the post-paid private sector and lower 

levels of activations in the pre-paid sector, offset by higher levels of activations in the 

business sector. The lower level of net activations in the post-paid private sector is 

primarily a result of a more highly penetrated market. Net business sector activations 

accounted for approximately 39% of net activations in Q3 2004 compared to 18% of the 

Company's active subscriber base as of September 30, 2004. Overall, the customer mix 

of the company has shifted, as the business sector has grown from 16% to 18% in the 

last three quarters. The Company's active subscriber base as of September 30, 2004 

totaled 2,269,000, representing an estimated market share of 32% versus 30% at the 

end of Q3 2003. The Company’s active subscriber base as of September 30, 2004 was 

comprised of 404,000 business subscribers (18.0% of the base), 1,172,000 post-paid 

private subscribers (51.5% of the base) and 693,000 prepaid subscribers (30.5% of the 

base).  

 

The quarterly churn rate for Q3 2004 decreased to 2.6%, compared to 3.0% in Q3 2003 

and 3.3% in Q2 2004. The decrease in churn resulted primarily from lower rotational 

churn due to a change in upgrading policies made earlier this year.  

 



ARPU for the third quarter of 2004 was NIS 176 (US$ 39.3), compared to NIS 181 for Q3 

2003 and NIS 171 for Q2 2004. Average MOU for the quarter was 291 minutes 

compared to 286 minutes per month for Q3 2003 and 283 minutes per month in Q2 

2004.  

 

The average cost of acquiring new subscribers (SAC) in Q3 2004 was NIS 277 (US$ 

61.8), compared to NIS 289 in Q3 2003 and NIS 293 in Q2 2004. 

 

 

Outlook and Guidance 

 

Commenting on the Company’s outlook, Mr. Gelman said: "The Company is proceeding 

according to plan with the roll-out of its 3G network following its commercial launch 

tomorrow. As a result of the commercial launch, the Company will incur additional 

depreciation and amortization charges on its 3G network and license. In addition, there 

will be incremental operational, selling and marketing costs associated with the launch of 

these services.”  

 

Mr. Gelman added that: “We will continue to build shareholder value by focusing on our 

core drivers - our robust network, our strong brand, and our focus on customer service. 

Going forward, we expect a stronger fourth quarter than Q4 2003 although it will be 

seasonally slower than Q3 2004."  

 

With respect to the regulatory changes announced by the Ministry of Communications on 

November 24, 2004, regarding a reduction in the rate of intercomnnect and SMS 

termination tariffs, as reported by the Company, Mr. Gelman said that Partner is 

determining the most appropriate course of action to take to address the impact of these 

changes. Measures Partner is considering might include, among others, price increases, 

cost cutting and repackaging of our product offerings. Depending on the success of 

these steps and other factors such as general market conditions, these regulatory 

changes may have a negative, material impact on profitability. 

 

 

 



Conference Call Details 

 
Partner Communications will hold a conference call to discuss the company’s third-

quarter results on Monday, November 29th, 2004, at 18:00 Israel local time (11AM 

Eastern time). This conference call will be broadcast live over the Internet and can be 

accessed by all interested parties through our investor relations web site at 

http://www.investors.partner.co.il.  

 

To listen to the broadcast, please go to the web site at least 15 minutes prior to the start 

of the call to register, download and install any necessary audio software. For those 

unable to listen to the live broadcast, an archive of the call will be available via the 

Internet (at the same location as the live broadcast) shortly after the call ends on 

midnight of December 6th, 2004.  

 

 

About Partner Communications 
 

Partner Communications Company Ltd. is a leading Israeli mobile communications 

operator known for its GSM/GPRS based services and the development of wirefree 

applications under the preferred orange™ brand. The Company commenced full 

commercial operations in January 1999 and, through its network, provides quality of 

service and a range of features to 2.269 million subscribers in Israel. Partner subscribers 

can use roaming services in 149 destinations using 319 GSM networks. The Company 

was awarded a 3G license in 2002. Partner’s ADSs are quoted on NASDAQ under the 

symbol PTNR and on the London Stock Exchange (LSE) under the symbol PCCD. Its 

shares are quoted on the Tel Aviv Stock Exchange (TASE) under the symbol PTNR.   For 

further information: http://www.investors.partner.co.il 

 
 
 
Notes: Some of the information in this release contains forward-looking statements that 
involve risks and uncertainties within the meaning of Section 27A of the Securities Act of 
1933 and Section 21E of the Securities Exchange Act of 1934.  We have based these 
forward-looking statements on our current expectations and projections about future 
events. These forward-looking statements are subject to risks, uncertainties and 
assumptions about us.  
 
Words such as “believe,” “anticipate,” “expect,” “intend,” “seek,” “will,” “plan,” “could,” 
“may,” “project,” “goal,” “target,” and similar expressions often identify forward-looking 
statements but are not the only way we identify these statements.  Because such 



statements involve risks and uncertainties, actual results may differ materially from the 
results currently expected.  Factors that could cause such differences include, but are 
not limited to: 

• Uncertainties about the degree of growth in the number of consumers using 
wireless personal communications services and in the number of residents; 

• The risks associated with the implementation of a third-generation network and 
business strategy, including risks relating to the operations of new systems and 
technologies, substantial expenditures required and potential unanticipated costs, 
uncertainties regarding the adequacy of suppliers on whom we must rely to provide 
both network and consumer equipment and consumer acceptance of the products 
and services to be offered; 

• The impact of existing and new competitors in the market in which we compete, 
including competitors that may offer less expensive products and services, 
desirable or innovative products, technological substitutes, or have extensive 
resources or better financing; 

• The introduction or popularity of new products and services, including prepaid 
phone products, which could increase churn; 

• The effects of vigorous competition in the market in which we operate and for more 
valuable customers, which may decrease prices charged, increase churn and 
change the customer mix, profitability and average revenue per user; 

• The availability and cost of capital and the consequences of increased leverage; 
• The risks and costs associated with the need to acquire additional spectrum for 

current and future services; 
• The risks associated with technological requirements, technology substitution and 

changes and other technological developments; 
• Fluctuations in exchange rates; 
• The results of litigation filed or to be filed against us; and 
• The possibility of the market in which we compete being impacted by changes in 

political, economic or other factors, such as monetary policy, legal and regulatory 
changes or other external factors over which we have no control; 

• As well as the risk factors specified under the heading “Risk Factors” in our 2003 
annual report on form 20-F filed with the SEC on April 30th, 2004. 

 
 
The attached summary financial statements were prepared in accordance with U.S. 
GAAP. The attached summary financial statements for Q3 2004 are unaudited.  
 
 
The convenience translations of the Nominal New Israeli Shekel (NIS) figures into US 
Dollars were made at the rate of exchange prevailing at September 30th, 2004: US $1.00 
equals NIS 4.482. The translations were made purely for the convenience of the reader. 
 
Earnings before interest, taxes, depreciation, amortization, exceptional items and 
capitalization of intangible assets ('EBITDA') is presented because it is a measure 
commonly used in the telecommunications industry and is presented solely in 
order to improve the understanding of the Company's operating results and to 
provide further perspective on these results. EBITDA, however, should not be 
considered as an alternative to operating income or income for the year as an 
indicator of the operating performance of the Company. Similarly, EBITDA should 
not be considered as an alternative to cash flows from operating activities as a 
measure of liquidity. EBITDA is not a measure of financial performance under 
generally accepted accounting principles and may not be comparable to other 



similarly titled measures for other companies. EBITDA may not be indicative of the 
historic operating results of the Company; nor is it meant to be predictive of 
potential future results. 
Reconciliation between our cash flows from operating activities and EBIDTA is 
presented in the attached summary financial statements. 
 
 
 
Contacts: 
 
Mr. Alan Gelman   Dr. Dan Eldar 
Chief Financial Officer  V.P. Carrier, Investor and International Relations 
Tel:  +972-54-7814951  Tel: +972-54-7814151 
Fax: +972-54-7815961  Fax: +972-54 -7814161 
E-mail: alan.gelman@orange.co.il E-mail: dan.eldar@orange.co.il 

  

 

 
 
 
 
 
 
 



 
 

PARTNER COMMUNICATIONS COMPANY LTD. 

(An Israeli Corporation) 

CONDENSED CONSOLIDATED BALANCE SHEETS 

 

  
 

New Israeli shekels 

 
Convenience translation into 

U.S. dollars 
 September 30, December 31, September 30, December 31, 
 2004 2003 2004 2003 
 (Unaudited) (Audited) (Unaudited) (Audited) 
 In thousands 

 
A  s  s  e  t  s     

CURRENT ASSETS:    
 Cash and cash equivalents 13,104 3,774 2,924 842 
 Accounts receivable:     
  Trade 613,491 482,141 136,879 107,573 
  Other 59,816 56,543 13,346 12,615 
 Inventories 149,432 102,861 33,341 22,950 
 Deferred income taxes 186,421 220,000 41,593 49,085  ________ ________ _________ _______ 
   T o t a l  current assets 1,022,264 865,319 228,083 193,065  ________ ________ _________ _______ 
INVESTMENTS AND LONG -TERM      
 RECEIVABLES:     
 Accounts receivables - trade 70,512 13,906 15,732 3,103 

Funds in respect of employee rights      
upon retirement 67,456 58,724 15,050 13,102  ________ ________ _________ _______ 

 137,968 72,630 30,782 16,205  ________ ________ _________ _______ 
FIXED ASSETS, net of accumulated      
 depreciation and amortization  1,829,532 1,694,584 408,195 378,087  ________ ________ _________ _______ 
LICENSE AND DEFERRED CHARGES,      
 net of amortization  1,343,312 1,325,948 299,713 295,838  ________ ________ _________ _______ 
DEFERRED INCOME TAXES 209,746 413,752 46,797 92,314  ________ ________ _________ _______ 
 4,542,822 4,372,233 1,013,570 975,509  ________ ________ _________ _______  ________ ________ _________ _______ 

 



 
 
 
 

  
 

New Israeli shekels 

 
Convenience translation into 

U.S. dollars  

 September 30, December 31, September 30, December 31, 

 2004 2003 2004 2003 

 (Unaudited) (Audited) (Unaudited) (Audited) 

 In thousands 
Liabilities and shareholders’ equity    

CURRENT LIABILITIES:     
 Current maturities of long-term bank loans  119,853  26,741 
 Accounts payable and accruals:     
  Trade 716,361 387,818 159,830 86,528 
  Other 199,364 252,585 44,481 56,355  ________ ________ ________ ________ 

T o t a l  current liabilities 915,725 760,256 204,311 169,624  ________ ________ ________ ________ 
LONG-TERM LIABILITIES:     
 Bank loans, net of current maturities  1,307,051 1,687,215 291,622 376,442 
 Notes payable 784,350 766,325 175,000 170,978 
 Liability for employee rights upon retirement 90,745 76,506 20,247 17,070 
 Asset retirement obligations 7,192 6,367 1,605 1,421  ________ ________ ________ ________ 

T o t a l  long-term liabilities 2,189,338 2,536,413 488,474 565,911  ________ ________ ________ ________ 
T o t a l  liabilities 3,105,063 3,296,669 692,785 735,535  ________ ________ ________ ________ 

SHAREHOLDERS’ EQUITY:     
 Share capital - ordinary shares of NIS 0.01 par      
  value: authorized - December 31, 2003 and     

September 30, 2004 - 235,000,000 shares;     
  issued and outstanding - December 31, 2003 -      
  182,695,574 shares and September 30, 2004 -      

183,605,638 shares 1,836 1,827 410 408 
 Less - receivable in respect of shares  (79) (4,374) (18) (976) 
 Capital surplus 2,318,930 2,303,055 517,387 513,845 
 Deferred compensation (630) (2,509) (141) (560) 
 Accumulated deficit (882,298) (1,222,435) (196,853) (272,743)  ________ ________ ________ ________ 

T o t a l  shareholders’ equity  1,437,759 1,075,564 320,785 239,974  ________ ________ ________ ________ 
 4,542,822 4,372,233 1,013,570 975,509  ________ ________ ________ ________  ________ ________ ________ ________ 

 
 

 
 

 



PARTNER COMMUNICATIONS COMPANY LTD. 
(An Israeli Corporation) 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
 
 

 
New Israeli shekels 

Convenience translation into 
U.S. dollars  

 
9 month 

period ended  
September 30, 

3 month 
period ended  

September 30, 

9 month 
period ended 

September 30, 

3 month 
period ended 

September 
30, 

 2004 2003 2004 2003 2004 2004 
 ( U n a u d i t e d )   
 In thousands (except per share data) 

 
REVENUES - net:       
 Services 3,438,005 3,047,994 1,204,141 1,104,885 767,069 268,662 
 Equipment 383,600 256,795 144,238 91,399 85,587 32,181  _________ _________ _________ ________ _________ _________ 

 3,821,605 3,304,789  1,348,379 1,196,284 852,656 300,843  _________ _________ _________ ________ _________ _________ 

COST OF REVENUES:       
Services 2,145,588 1,919,033 752,540 678,472 478,712 167,902 
Equipment 518,418 410,182 192,077 130,600 115,667 42,855  _________ _________ _________ ________ _________ _________ 
 2,664,006 2,329,215 944,617  809,072 594,379 210,757  _________ _________ _________ ________ _________ _________ 

GROSS PROFIT  1,157,599 975,574 403,762  387,212 258,277 90,086 
SELLING AND MARKETING       
 EXPENSES 248,919 242,865 80,691  83,291 55,537 18,003 
GENERAL AND ADMINISTRATIVE       
 EXPENSES 131,628 117,390 47,134  36,937 29,368 10,516  _________ _________ _________ ________ _________ _________ 

OPERATING PROFIT  777,052 615,319 275,937  266,984 173,372 61,567 
FINANCIAL EXPENSES - net 197,081 256,823 44,042  98,409 43,972 9,826  _________ _________ _________ ________ _________ _________ 

INCOME BEFORE TAXES ON       
 INCOME 579,971 358,496 231,895 168,575  129,400 51,741 
TAXES ON INCOME 239,834  116,992  53,510 26,103  _________ _________ _________ ________ _________ _________ 

NET INCOME FOR THE PERIOD 340,137 358,496 114,903  168,575 75,890 25,638  _________ _________ _________ ________ _________ _________  _________ _________ _________ ________ _________ _________ 

EARNINGS PER SHARE (“EPS”):      
Basic  1.86 1.97 0.63 0.93  0.41  _________ _________ _________ ________ _________ _________  _________ _________ _________ ________ _________ _________ 

Diluted 1.84 1.96 0.62  0.93 0.41  _________ _________ _________ ________ _________ _________  _________ _________ _________ ________ _________ _________ 
WEIGHTED AVERAGE NUMBER OF       
SHARES OUTSTANDING:     
Basic 183,275,823 181,758,309 183,538,076 181,864,309 183,275,823 183,538,076  __________ __________ __________ ________ __________ __________  __________ __________ __________ ________ __________ __________ 

Diluted 184,926,914 183,355,568 184,829,244 182,114,463 184,926,914 184,829,244  __________ __________ __________ ________        __________      __________  __________ __________ __________ ________        __________      __________ 

 
 



PARTNER COMMUNICATIONS COMPANY LTD. 
(An Israeli Corporation) 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

 
 

New Israeli shekels 

Convenience 
translation into 

U.S. dollars 
 9 month  

period ended  
September 30, 

9 month  
period ended  

September 30, 
 2004 2003 2004 
 (Unaudited)  (Unaudited)  
 In thousands In thousands 

CASH FLOWS FROM OPERATING ACTIVITIES:  
 Net income for the period 340,137 358,496 75,890 
 Adjustments to reconcile net income to net cash provided by    
  operating activities:   
  Depreciation and amortization 412,248 398,418 91,977 
  Amortization of deferred compensation related to employee    
   stock option grants, net 1,180 3,573 263 
  Liability for employee rights upon retirement 14,239 10,595 3,177 
  Accrued interest and exchange and linkage differences on    
   (erosion of) long-term liabilities 21,235 (55,224) 4,738 
       Erosion of security deposit  6,682  

Deferred income taxes 237,585  53,009 
Income tax benefit in respect of exercise of option granted to employees 2,249  502 
Capital gain on sale of fixed assets (391) (7,529) (87) 

 Changes in operating assets and liabilities:    
  Decrease (increase) in accounts receivable:    
   Trade (187,956) (22,990) (41,935) 
   Other (3,273) 4,768 (731) 
  Increase (decrease) in accounts payable and accruals:    
   Trade 231,519 10,231 51,656 
   Other (63,168) 444 (14,094) 
  Decrease (increase) in inventories (46,571) 12,509 (10,391) 

Increase in asset retirement obligations 294  66  __________ __________ __________ 
 Net cash provided by operating activities 959,327 719,973 214,040  __________ __________ __________ 
CASH FLOWS FROM INVESTING ACTIVITIES:   
 Purchase of fixed assets (408,369) (302,125) (91,113) 
 Proceeds from sale of fixed assets 552 11,763 123 

 Purchase of additional spectrum (48,850) (34,977) (10,899) 
 Funds in respect of employee rights upon retirement  (8,732) (11,669) (1,948)  __________ __________ __________ 
 Net cash used in investing activities (465,399) (337,008) (103,837)  __________ __________ __________ 
CASH FLOWS FROM FINANCING ACTIVITIES:    

Proceeds from exercise of stock options granted to employees  18,629 537 4,156 
Long-term bank loans received 240,000  
Repayment of long term bank loans (503,227) (622,200) (112,277)  __________ __________ __________ 
Net cash used in financing activities (484,598) (381,663) (108,121)  __________ _________ __________ 

INCREASE IN CASH AND CASH EQUIVALENTS 1,302 2,082 
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 3,774 1,360 842  __________ _________ __________ 

CASH AND CASH EQUIVALENTS AT END OF PERIOD 13,104 2,662 2,924 __________ __________ ____________________ __________ __________
 

Supplementary information on investing activities not involving cash flows 
 

At September 30, 2004 and 2003, trade payables include NIS 147,484,000 ($ 32,906,000) (unaudited) and NIS 28,932,000  
($ 6,455,000) (unaudited), respectively, in respect of acquisition of fixed assets. These balances are recognized in these statements upon payment.  

 



PARTNER COMMUNICATIONS COMPANY LTD. 
(An Israeli Corporation) 

RECONCILIATION BETWEEN OPERATING CASH FLOWS 
AND EBITDA 

 
 
 
 

New Israeli shekels*

 
Convenience 
translation 
into 

U.S. dollars** 
 9 Month Period Ended 

September 30, 
9 Month Period 

Ended September 30, 
 2004 2003 2004 
 (Unaudited) 
 In thousands 

 Reconciliation between operating cashflows and 
EBITDA:    

Net cash provided by operating activities 959,327 719,973 214,040 
      
Liability for employee rights upon retirement (14,239) (10,595) (3,177) 
Erosion of (Accrued interest and exchange and 
linkage differences on) long-term liabilities  (21,235) 55,224 (4,738) 

Erosion of security deposit - (6,682) - 
Increase (decrease) in accounts receivable:    
          Trade 187,956 22,990 41,936 
          Other 3,273 (4,768) 730 
Decrease (increase) in accounts payable and 

accruals:    

 Trade (231,519) (10,231) (51,655) 
 Other 63,168 (444) 14,094 
Increase in inventories 46,571 (12,509) 10,391 
Decrease in Assets Retirement Obligation (294) - (66) 

Financial Expenses*** 190,269 249,863 42,452     _______ ________ ________ 
EBITDA 1,183,277 1,002,821 264,006  _______ ________ _______ 

 
* The financial statements have been prepared on the basis of historical cost. 
** The convenience translation of the New Israeli Shekel (NIS) figures into US dollars was made at 

the exchange prevailing at September 30, 2004: US $1.00 equals 4.482 NIS. 
*** Financial expenses excluding any charge for the amortization of pre-launch financial costs. 
 



PARTNER COMMUNICATIONS COMPANY LTD. 
(An Israeli Corporation) 

 
 

 New Israeli shekels 
 3 month period ended 
 September 30, December 31, March 31, June 30, September 30, 
 2003 2003 2004 2004 2004 
 ( U n a u d i t e d ) 
 I n  t h o u s a n d s 

 
REVENUES - net  1,196,284    1,162,930    1,218,646  1,254,580    1,348,379  

COST OF REVENUES 809,072  807,241  855,666  863,723  944,617  

GROSS PROFIT 387,212  355,689  362,980  390,857  403,762  
SELLING AND      
 MARKETING      
 EXPENSES 83,291  71,143  91,724  76,504  80,691  
GENERAL AND      
 ADMINISTRATIVE       
 EXPENSES  36,937 44,997  35,941  48,553  47,134  

OPERATING PROFIT 266,984  239,549  235,315  265,800  275,937  
FINANCIAL      
 EXPENSES - net 98,409  64,887  87,028  66,011  44,042  
LOSS OF IMPAIRMENT      
 OF INVESTMENT IN      
 NON-MARKETABLE      
 SECURITIES  3,530     

INCOME BEFORE      
 TAXES ON INCOME 168,575  171,132  148,287  199,789  231,895  
TAX BENEFIT (TAXES      
 ON INCOME)  633,022  (56,468) (66,374) (116,992) 

NET INCOME FOR THE      
 PERIOD 168,575 804,154  91,819  133,415  114,903  
 
 
 
 
 
 
 
 
 



PARTNER COMMUNICATIONS COMPANY LTD. 
(An Israeli Corporation) 

Summary Operating Data 
 
 

 SEPTEMBER 30, 
2004 

SEPTEMBER 30, 
2003 

Subscribers (in thousands) 2,269 2,032 

Estimated share of total Israeli mobile telephone subscribers 32% 30% 

Churn rate in quarter 2.6% 3.0% 

Average monthly usage in quarter per subscriber (minutes) 291 286 

Average monthly revenue in year per subscriber, including 
in-roaming revenue (NIS) 

176 181 

Number of operational base stations (in parenthesis number 
of micro sites out of total number of base stations) 

2,210 (730)  2,120 (756) 

Subscriber acquisition costs in quarter per subscriber (NIS) 277 289 

Number of employees (full-time equivalent) 3,107 2,744 

 
  

 
 


