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Forward-Looking Information and Statement

This presentation contains general data and information as well as forward looking statements 

about Bezeq The Israel Telecommunication Corp., Ltd (“Bezeq”).  Such statements, along with 

explanations and clarifications presented by Bezeq’s representatives, include expressions of 

management’s expectations about new and existing programmes, opportunities, technology and 

market conditions.  Although Bezeq believes its expectations are based on reasonable 

assumptions, these statements are subject to numerous risks and uncertainties.  These 

statements should not be regarded as a representation that anticipated events will occur or that 

expected objectives will be achieved.  In addition, the realisation and/or otherwise of the forward-

looking information will be affected by factors that cannot be assessed in advance, and which are 

not within the control of Bezeq, including the risk factors that are characteristic of its operations, 

developments in the general environment, external factors, and the regulation that affects 

Bezeq’s operations.

Disclaimer
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Bezeq Group 
Overview
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Summary Highlights
The most comprehensive communications platform in Israel

Highly 
experienced 
management 

team

Advanced 
market with 

strong 
fundamentals

Leading player in 
the Israeli market

Most extensive & 
technologically 

advanced 
network 

infrastructure

Strong balance 
sheet and cash 
flow generation

Largest base of 
residential and 

business 
customers

7.

1.

2.

3.

4.

6.

Best positioned 
for convergent 

services

5.

Bezeq Group Overview
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Telecom Spending in Israel
An advanced telecom market
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2,159 2,161 2,216 2,203

2005 2006 2007 2008E

3.4% 3.2%
2.9%

2.4%

2005 2006 2007 2008

Telecom Expenditures1 as a Percentage of Nominal GDP 2008
%

Annual Telecom Expenditures1 per Household 2008
$

Telecom Expenditures1 in Israel as a Percentage of Nominal GDP
%

Annual Telecom Expenditures1 in Israel per Household
$

Source IDC, EIU Source IDC, EIU

Source  IDC, EIU Source IDC, EIU

1. Includes revenue from fixed voice, fixed data, mobile voice and mobile data services

Bezeq Group Overview
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Bezeq Group 2008 Key Achievements

Record Group annual EBITDA and net income

Group delivering profitability improvements across all divisions due in part to successful cost-efficiency 
measures

Stable Group revenues despite challenging macro-economic conditions and intense competition

Growth in Pelephone and yes compensated for the anticipated decline in Bezeq Fixed-Line

Strategic capex investments enhanced the Group preparedness to compete in the future

Pelephone completed development of its advanced HSPA network, successfully launched in early 2009

Fixed-Line continues modular NGN deployment, to reach a meaningful part of Israeli households in 2010

Strong cash flow generation and attractive shareholder remuneration

Dividends of NIS 1.51 billion paid during 2008 – over 9% dividend yield

Bezeq Group Overview
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Bezeq Group 2008 Key Achievements, by Company

Bezeq Fixed-Line improved EBITDA margin to 42.3% despite revenue erosion

Growth in Internet services and in the business segment continue to offset the anticipated decline in fixed-
line telephony revenues

Record EBITDA at Pelephone

Successful completion of UMTS network

Continued 3G leadership and uptake in value added services

Bezeq International reaffirmed leading position in ISP and reached #1 position in direct-dial international 
calls in Q4-08

Strong subscriber, ARPU and FCF performance at yes

Market share gains combined with significant improvement in cash flow generation

Bezeq Group Overview
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34%

18%

Bezeq Group Profile
A comprehensive telecom services provider controlled by Apax Partners, Saban Capital Group, and Arkin 
Communications

1. Private equity consortium comprised of Apax Partners, Saban Capital Group, and Arkin Communications
2. The Zeevi stake is administered on behalf of a consortium of 7 Israeli banks
3. Bezeq Group also owns a call option on an additional 9% of yes and fully consolidates yes’ financial results

Ap.Sb.Ar (1) State of Israel Zeevi Comm. (2) Free Float 

Walla!
Internet portal

2008 Rev.        NIS 112 MM

41% 4% 38%

100% 100%100%

Pelephone
Mobile telephony

and data

2008 Rev. NIS 4,713 MM
Contribution 36.0%

yes
Pay-TV
(DTH)

2008 Rev. NIS 1,512 MM
Contribution 11.5%

Fixed-Line
Fixed-line, broadband 

infrastructure, data com.

2008 Rev. NIS 5,498 MM
Contribution 42.0%

Traded on TASE

Bezeq Int’l
ILD, ISP,

enterprise solutions

2008 Rev. NIS 1,306 MM
Contribution 10.0%

100%

Bezeq on line
Call centre
services

2008 Rev. NIS 75 MM
Contribution 0.6%

49.8% (3)

Bezeq Group Overview
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Vision and Strategy
Strong fundamentals underpin long term vision and strategy 

Adapt business and network infrastructure to respond to technological changes and convergence of 
communications and media

Strengthening our core services whilst expanding our new, IP-centric service portfolio

Enhance customer loyalty and create customer relationships

Residential customers: fully integrate their home communications and entertainment services

Business customers: provide infrastructure and applications that are business-critical

Sharing content capabilities across the group

Maximise revenue in each business division

Growth in non-traditional services to offset the decline in telephony services

Capitalise on the new UMTS and NGN networks

Increase uptake of value-added services in ISP, ILD and Enterprise

Focus on offering premium pay-TV content and related value-added services

Enhance profitability by improving efficiencies and reducing costs across the Group

Bezeq Group Overview
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Other
8%

Netvision
31%

Smile 012
28%

Bezeq 
International

33%

55%

18%

14%

13%

Israeli Communications Markets
Bezeq Group commanded a 39% share of the overall communications market revenues in 2008 and is a leading player in 
each segment

1. IDB comprises Cellcom and Netvision/Barak

Source Bezeq analysis based on 2008 data

Cellcom
35%

Pelephone
25%

MIRS
5%

Partner
35%

Hot
59%

Yes
41%

Other
3%Hot

11%

Bezeq
86%

ILD, ISP, and Enterprise
(NIS 4.0 Bn)

Pay-TV
(NIS 3.7Bn)

Fixed-Line, Broadband Infrastructure,
and Data Communications

(NIS 5.3 Bn)

Mobile
(NIS 16.1 Bn)

Bezeq
39%

Combined Telecom
and Pay-TV Markets

(NIS 29.1 Bn)

IDB
24%

Partner
20%

Hot
10%

Others
7%

(1)

Bezeq Group Overview
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Regulatory Environment

Fixed-Line – Bezeq’s market share in the fixed-line residential consumer market is below 85%

The MoC is expected to change our companies’ licenses to allow offering of bundled services (triple-play)

Bezeq Int’l has been granted a license for the provision of VOB (Voice-over-Broadband) services

Mobile

As of January 2009, mobile operators must charge per second and not per 12-second intervals

Cellular operators are not allowed to raise tariffs during contract period

ILD licenses will not be awarded to mobile operators before MVNO or WiMAX-based carriers compete with 
them on mobile services

MVNO operator expected not before 2010

Pay-TV – MoC-sponsored committee recently issued recommendations on multi-channel TV issues:

To allow pay-TV service providers to broadcast advertising as of January 2012

Introduction of narrow TV package as of August 2012

Reduction in royalties paid by multi-channel TV operators to the State towards zero in August 2012

Bezeq Group Overview
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Bezeq Group Financial Performance
Stable revenues, record EBITDA and net income levels

Group Revenue
NIS MM

Group Net Income
NIS MM

Group EBITDA
NIS MM

Group Free Cash Flow (3)

NIS MM

12,232 12,400 12,407

2006 2007 2008

0.1%

3,448 4,145 4,520
290

51 165

36.4%33.4%
28.2%

2006 2007 2008

1. Adjusted for one-off labor agreement-related items
2. Includes costs related to employee option (NIS 287MM in 2006, zero in 2007 and NIS 75MM in 2008)
3. Free cash flow defined as Cash Flow from Operations – Net Capex + Dividends received

9.0%

750

1,361
1,521

2006 2007 2008

11.8%
2,450

1,881 1,806

2006 2007 2008

-4.0%

3,738(1) 4,196(1)
4,685(1)

EBITDA margin

(2)

Early-retirement provisions

(2) (2)

Bezeq Group Overview
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Bezeq Performance versus Guidance
Bezeq has met its full-year guidance

+42% increase in Gross Capex

EBITDA margin up +3.0 p.p

Revenue increase +0.1%

2008 results

Increase of 50%Group Capex

Margin expansionGroup EBITDA margin

StableGroup revenue

Performance 
vs.

Guidance 
GuidanceOutlook 2008

Bezeq Group Overview
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Shareholder Remuneration
Competitive shareholder remuneration while maintaining full financial flexibility

1. Calculated as regular dividend declared for the fiscal year (NIS 700 MM in 2006, NIS 1,439 MM in 2007 and NIS 1,627 MM in 2008) divided by the net income attributable to Bezeq shareholders in the corresponding fiscal year
2. Calculated as regular and special dividends received during the fiscal year, NIS 1,897 MM in 2006 and NIS 2,562 MM in 2007 (including a NIS 1,800 MM special dividend paid in 2007), divided by the market capitalization as of 
January 1st of the respective year
3. Defined as short and long-term debentures, loans and borrowings (excluding loans provided by non-controlling interest in a subsidiary) less cash and cash equivalents and short-term investments
4. Adjusted for one-off labor agreement-related items 

Regular Dividend Payout as a
Percentage of Net Income (1)

Total Dividend Yield (2) Net Debt (3)/EBITDA 
x

12.3%

9.3%

13.9%

2006 2007 2008

87%

108%

100%

2006 2007 2008

1.12

1.25
1.16

1.03

1.23

1.12

2006 2007 2008
Reported Adjusted (4)

Source  Bezeq

Bezeq Group Overview
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Bezeq Group Strategic Roadmap

Evolve from an infrastructure-oriented incumbent to a customer-centric integrated telecom services 

provider

Limit erosion of telephony revenue by introducing innovative products and services tailored to the needs 

of specific customer segments

Position Pelephone as the leader in advanced mobile communications in Israel

New UMTS network underlies the potential for market share and profitability gains

Realize the group’s full cost synergies potential

Invest in technologies and infrastructure with positive ROI that enhance the group’s preparedness to 

cross-sell services in the future

Deployment of NGN to continue to offer differentiated advanced telecommunications services

Diversified consumer offering subject to regulatory approval

Bezeq Group Overview
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Bezeq Fixed-Line
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Fixed-Line

Fixed-Line Overview
The leading fixed-line services operator in Israel

NGN deployment 
to promote new 
applications and 

enhance cost 
structure

Long standing 
presence in most 
Israeli households

Superior customer
service

Undisputable 
leader in the 

business segment

Continued focus 
on cost reduction 

and efficiency 
gains

Broadband 
internet, value-

added services and 
data services as 
revenue drivers

6.

1.

2.

3.

4.

5.
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Fixed-Line 2008 Key Achievements

Fixed-Line

Tangible cost reduction and operational efficiency improvements delivering strong EBITDA margin of 

42.3% in 2008

Wages control and 11.6% reduction in general and operating expenses drive profitability improvements

Decline in fixed-line telephony revenues partially offset by growth in internet and data communications 

revenues

Continued growth in Internet broadband services, driven by bandwidth upgrades and successful 

commercial initiatives aimed at both existing and new subscribers, such as household networks

Controlled decline in telephony access lines despite the introduction of number portability (end of 2007)

Accelerated growth in data communications and transmission services to business segment

Modular NGN deployment transforms Bezeq into a more technologically advanced communications 

provider and provides the platform to offer consumers a wider range of services
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NGN Migration
The NGN project will benefit from further investments in 2009

Today

Separate networks for PSTN/ISDN and data

Tomorrow

Migration of voice traffic from TDM to IP

High-speed broadband allow for advanced 
services offerings

Convergence-based services, enabling 
“Connected everywhere on any device”

Reduced time to market for new service 
introduction

Fiber-to-the-Curb

Easy access to ducts/limited civil engineering work

Modular deployment

Expect to reach a meaningful part of Israeli 
consumers by 2010

Rationale The Project

Fixed-Line
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Domestic Telephony KPIs
Continued erosion in number of lines and ARPL(1)

90 89 90 88 89 86 86 86 84 82 85 82

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

2,831 2,822 2,813 2,808 2,798 2,778 2,767 2,761 2,711 2,681 2,645 2,615

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

Access Lines
’000

ARPL(1)

NIS/Month

-5.3%

-4.8%

Fixed-Line

1. Not including revenues from data communications and transmission services, services to communications providers, and contract and other work; retroactively adjusted to include revenue from installation fees and 
nominal figures instead of normalized ones
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Broadband KPIs
Broadband subscribers continue to grow at healthy rates, with ARPU broadly stable

61 60 59 60 62 62 64 69 68 68 6766

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

826 846 867 892 912 924 942 963 970 982 994 1,005

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

Broadband Subscribers
’000

ARPU(1)

NIS/Month

Fixed-Line

1. Retroactively adjusted to include revenue from home networks and internet dial up

4.4%

-2.9%
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Fixed-Line

Broadband KPIs 
Bandwidth upgrade momentum supporting ARPU resilience

Broadband Subscribers Split by Bandwidth 
’000

71% 70% 68% 66% 64% 63% 61% 60% 58% 57% 56% 55% 54% 53% 52%

29% 30% 32% 34% 36% 37% 39% 40% 42% 43% 44% 45% 46% 47% 48%

949 958 963 968 969 970 973 976 982 985 989 994 997 1,001 1,005

Oct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08

Up to 2.0 mb 2.0 mb and above
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5,799 5,713
5,498

2006 2007 2008

-3.8%

1,799 2,260 2,327

290
51 165

31.0%

39.6% 42.3%

2006 2007 2008

Fixed-Line

3.0%

22.2%

1,260
1,909 1,828

16551

290

2006 2007 2008

1.7%

Fixed-Line Financial Performance
Robust EBITDA and free cash flow performance despite continued erosion in revenues

Fixed-Line Revenue
NIS MM

Fixed-Line Gross Capex
NIS MM

Fixed-Line EBITDA
NIS MM

Fixed-Line EBITDA – Net Capex
NIS MM

578
504

616

10.0%
8.8%

11.2%

2006 2007 2008
Gross capex as % of sales

1. Adjusted for one-off labor agreement-related items
2. Includes costs related to employee option (NIS 287MM in 2006, zero in 2007 and NIS 75MM in 2008)

2,089(1) 2,311(1)
2,492(1)

1,550(1)

1,960(1) 1,993(1)

(2)

EBITDA margin Early-retirement provisions

(2) (2)

Early-retirement provision
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Cost Structure Development
Continued reduction of the cost base supports high profitability levels

Cost Structure(1)

% of revenues

1. Excluding capital gain/(losses), one-off labor agreement related items and other expenses/(income)

Fixed-Line

18% 16% 15%

27%
23%

41% 39%

37%
34%

86%
83%

76%
71%

19%

27%
22%

2005 2006 2007 2008
Depreciation & Amortisation Salary expenses General & operating expenses
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Framework of the Labor Agreement

Labor Agreement Implementation (FTE’s)

Overview of Fixed Line Workforce

Retirement of 975 permanent employees in 
2006-08 

Potential additional retirement of 1,225 
permanent employees between 2009 and 2013

Bezeq approved the early retirement of 245 
employees in 2009

Bezeq has the flexibility to decide the exact 
number of retirees

December 2006 December 2007 December 2008

UnionNon-Union

Fixed-Line

Labor Agreement Update
Headcount flexibility – Bezeq has met its early-retirement goals and continues to improve its efficiency

Labor Agreement Update
Headcount flexibility – Bezeq has met its early-retirement goals and continues to improve its efficiency

48.6%

51.4%

43.5%

56.5%

44.1%

55.9%

8,076 7,530

(975)

429

2006 Labor Agreement
Retirements
as of 2006-08

Net
New Hires

(incl. contract workers)

2008
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Fixed Line Strategic Roadmap

Fixed-Line

Focus on growth in broadband, data and value-added services

Maintain leadership position in broadband and data

Leverage broadband infrastructure to launch new value-added services

Migrate business customers from basic services to managed solutions

Focus on customer service to improve customer retention

Reduce operating costs

Implementation of programs to streamline workforce and increase productivity

Manage capital resources effectively

Investment shift from legacy to new systems to develop innovative services

Next Generation Network to position Bezeq to compete in a future of converged communications while 

enhancing its profitability potential
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Bezeq 
International
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Bezeq International

Bezeq International Overview
Leader in the ISP and ILD markets in Israel with growing operations in the Enterprise market

Entrepreneurial 
spirit and non-

unionized 
employee base

The ISP and IDD 
leader

Broad residential 
and business 

customer base

Growth 
opportunities in 

services to foreign 
operators and ICT

Largest scope of 
services and 

products

6.

1.

2.

3.
5.

Reputation for 
service quality

4.
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Bezeq International 2008 Key Achievements

Leading market share in Internet services, direct-dial international calls and PBX

Revenue growth in core business areas such as ISP, outgoing calls and enterprise solutions offsets 

decline in hubbing and PBX

Revenues from enterprise integration solutions continue to grow, reinforcing Bezeq International’s market 

position

Growth in revenues driven by increase in bandwidth and value-added services

Focus on cost control continue to deliver profitability improvement

Bezeq International continues to lead in quality of service and market perceptions

Bezeq International
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Bezeq International Financial Performance
Stable revenues combined with improved EBITDA margins and steady free cash flow

Bezeq International Revenue
NIS MM

Bezeq International Gross Capex 
NIS MM

Bezeq International EBITDA 
NIS MM

Bezeq International Free Cash Flow (1)

NIS MM

1. Free cash flow defined as Cash Flow from Operations – Net Capex + Dividends received

Bezeq International

1,021

1,3061,304

2006 2007 2008

0.2%

219
291 322

21.4% 22.3%
24.7%

2006 2007 2008

10.7%

13.5% 142

-7

56

2006 2007 2008

62

104
118

6.1%

8.0%
9.0%

2006 2007 2008
Gross capex as % of sales

EBITDA margin
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Pelephone

Pelephone Overview
A strong player in the Israeli mobile communications market with significant upside potential

Technology 
migration as 
catalyst for 

market share and 
revenue gains

Path to growth 
and margin 

upside

5.

First in Israel to 
offer mobile 

communication 
services

1.

3G subscriber 
leader

2.

New UMTS 
network 

successfully 
launched in 

January 2009

3.

4.
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Pelephone Key Achievements in 2008

Successful completion of UMTS network, the most advanced mobile infrastructure in Israel

National coverage achieved at network launch at the end of January 2009

Stable revenue at NIS 4,713 MM

Supported by growth in value added services, with data representing 16.3% of cellular service revenue

Record EBITDA at NIS 1,456 MM (30.9% margin)

Lower marketing expenses, higher margins on handset sales

Market leadership in 3G subscribers

1.15 MM 3G subscribers as of year-end, driving net additions and higher revenues from data, content and 

value-added services

Pelephone
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Israeli Mobile Communications Market
Moderated subscriber growth in a saturated market

Mobile Subscribers
‘000 ’03-08 CAGR: 6.7%

Pelephone

6,632
7,688 7,559

6,351

1,245
2,833

6,632

7,871
8,399

8,983 9,184

7,7387,262

8401837,262

99%
105%

113%
118%

124% 127%

2003 2004 2005 2006 2007 2008

3G Subscribers % Penetration

Source  Company filings and BMI (March 2009)
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Market Share Developments
A strong contender in an evenly split mobile market

Pelephone

Source  Company filings

Source  Company filings

Source  Company filings

1. Excluding MIRS
2. Including Pelephone write-off of 92K subscribers who only receive SMS

Subscribers (1) 

%

Net Adds (1) 

%
Total Revenue (1)

%

36.1 35.9 36.5

30.4 30.6 30.3

33.4 33.4 33.2

2006 2007 2008
Cellcom Pelephone Partner

35.8 35.7 36.8

28.5 27.9 27.0

35.7 36.4 36.3

2006 2007 2008
Cellcom Pelephone Partner

50.4
31.6

47.5

24.9
34.5 11.3

24.7 33.9 41.3

2006 2007 2008
Cellcom Pelephone Partner

Competitive Landscape

IDENMotorola1997

HSDPAHutchison1999

HSDPAIDB1995

CDMA, HSPA in 2009Bezeq 1986

NetworkOwnershipLaunchOperator

(2)

(2)
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230
310

110

150

210380

520

110

Roaming Out Roaming In

Pelephone

Network Migration Rationale
The CDMA technology had hindered Pelephone’s commercial development

CDMA Issues Roaming Revenue
2007, NIS MM

Favorite Handset Brands in Israel
% of Survey Respondents

Source  Pelephone

Source Market Watch Survey (March 2007)

Limited variety of handset vendors, excluding popular brands 

such as Nokia and Sony Ericsson
No roaming – for Pelephone subscribers traveling and from 
visitors using GSM handsets

Limited data and content capabilities: no video calls, no 

music-oriented handsets

Higher costs of CDMA spare parts

New Customer Segments

GSM Oriented

Seamless roaming and 
advanced handsets

Music-oriented 
handsets

Advanced handsets

Multilingual SMS

SIM only

A
R

PU

MoreLess

Higher

Lower

47

13 11
8

3 2 2

Nokia Samsung Motorola Sony-
Ericcson

SK LG Telit

Non Pelephone Vendors (CDMA)

High-tech
Businesses

Youth

Gadgeteers

Russian
Segment

VFM 
Residential

Low Tech
Businesses

Prepaid

Source Pelephone



3737

136 141 142 136 132 129 135 130 126 128 129 122

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

Pelephone KPIs
1% YoY increase in subscribers driven by 3G additions; substantial uptake in usage of data and VAS

Subscribers
’000

ARPU
NIS/Month

Data and VAS Revenue as a Percentage of Cellular Service Revenue (2)

%

2,221 2,208 2,220 2,172 2,120 2,042 1,953 1,873 1,728

749 867 977 1,068
2,306 2,323 2,366 2,427 2,478 2,513 2,560 2,622 2,595 2,698 2,649

1,659 1,630 1,498

60785 115 146 255 358 471 1,151

2,636

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

YoY +1.0%

10.0 10.3 10.9 11.6 12.0 12.5 12.8 13.6 15.0 15.5 16.2
18.4

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

1. Including write-off of 92K subscribers who only receive SMS
2. Includes telephony and data services but excludes sale of equipments

3G Subscribers

YoY -6.2%

Pelephone

(1)
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Pelephone Financial Performance
EBITDA margin uplift despite 4Q08 drop, HSPA investments impacting Capex

381354
798

7.9% 8.1%

16.9%

2006 2007 2008
Gross Capex as a % of Revenue

Pelephone Revenue 
NIS MM

Pelephone Gross Capex
NIS MM

Pelephone EBITDA
NIS MM

Pelephone Free Cash Flow (1)

NIS MM

4,478 4,684 4,713

2006 2007 2008

YoY +0.6%

1,171 1,283 1,456

30.9%
26.2% 27.4%

2006 2007 2008
EBITDA Margin 

YoY +13.5%

YoY +109.4%

961 852

482

2006 2007 2008

YoY -43.4%

1. Free cash flow defined as Cash Flow from Operations – Net Capex

Pelephone
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Pelephone

Further Upside Potential
Network migration will act as a catalyst for Pelephone to increase revenue and profitability

ARPU
2008, Monthly, NIS

EBITDA Margin
2008, % 

Source  Company filings Source  Company filings

159

149

126

36
38

31
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Pelephone Strategic Roadmap

Leverage new UMTS network to enhance Pelephone's commercial appeal and strengthen its leadership 

position in the 3G market

Expand addressable market and ability to tap more profitable segments

Introduce a wide variety of handsets from leading suppliers

Grow roaming revenues

Position Pelephone as the market leader in advance mobile communications

Launch of new services including data for business as well as multimedia and entertainment services

Maintain customer focus and high quality of customer service

Enlarged distribution and sales network due to the recent agreement with Superpharm

Focus on customer loyalty to offset the introduction of number portability and possible competition from 

MVNOs

Continue to implement efficiency measures to improve profitability  

Pelephone
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yes Overview
The premium pay-TV operator in Israel

The leader in 
PVR and HD

4.

560,000 
subscribers –
41% market 

share

3.

Higher quality of 
customer service 
than competition

5.

yes

Premium 
channels and 

exclusive 
programming

2.

Satellite-based 
multi-channel

pay-TV operator

1.
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yes Key Achievements in 2008

Profitable, before shareholder loan-related expenses, for the first time

Revenue increased 6.9% to NIS 1,513 MM

ARPU expanded by 5.1%, driving revenue growth

Uptake in YESMax (PVR) and content sales

11k net subscriber additions, gaining market share from cable competitor

Market share in terms of revenues up to 37.7% from 36.8%

33% of new subscribers join YESMax with 3-year commitment

EBITDA margin improved to 28.2% in FY 08 and 32.4% in Q4 08

Focus on operating costs, decrease in space segments expenses

yes
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yes KPIs
Stable subscriber base, continued YoY ARPU improvement

211 212 211 214 218 218 220 212 231 230 226 225

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

528 535 539 540 542 543 545 549 549 551 556 560

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

Subscribers
’000, end of  period

ARPU
NIS/Month, avg per qtr

YoY +2.0%

YoY +6.1%

yes

Service disruption 
leading to

one-off promotions 
(free temporary 

premium 
subscriptions)
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yes Financial Performance
Record quarterly EBITDA level and margin; back to free cash flow generation

yes

186
255 238

15.7
18.0

13.7

2006 2007 2008

Gross Capex as a % of Revenue

yes Revenue
NIS MM

yes Gross Capex
NIS MM

yes EBITDA
NIS MM

yes Free Cash Flow(1)

NIS MM

1,355 1,415 1,513

2006 2007 2008

294 329
427

21.7% 23.3%
28.2%

2006 2007 2008

EBITDA Margin

58

-5

109

2006 2007 2008

1. Free cash flow defined as Cash Flow from Operations – Net Capex

YoY +6.9%
YoY +29.8%

YoY -6.7%
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yes Strategic Roadmap

Reinforce perception by customers  of superior value proposition

Exclusive content: series, movies as well as Israeli programming; increase thematic offer to reach 

niche segments

Enhanced TV viewing experience: personalized and interactive

Increase PVR penetration and HD offers

Launch VOD services and yes over IPTV

Strong focus on revenue and client base growth 

Offer, when possible, bundle of telecommunications products including TV, telephone and 

Internet

Continue implementing efficiency measures (such as savings in space segments)

yes
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Group Financial 
Review
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5,713 5,498

1,408 1,354 1,388 1,348

1,304 1,306

326 329 337

4,478
4,684 4,713

1,173 1,188 1,214 1,138

1,355
1,415 1,513

381 380 375 377

12,232
12,400 12,407

3,100 3,086 3,159 3,062

5,799

314

1,021

-138-623-421 -716
-147-162-176

2006 2007 2008 1Q08 2Q08 3Q08 4Q08

Group Financials

Revenue Development
Revenue at the subsidiaries net of intercompany eliminations

Group Revenue
NIS MM ’06-08 CAGR: +0.7%

Bezeq Fixed Line Bezeq Int’l Pelephone yes Other and inter company eliminations
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2,260 2,327

586 639 636 466

291 322
1,171

1,283
1,456

344 396 422
294

294

329

427

111

122

290

1,093
1,222 1,245

1,799

85
798375

219

10391

51

165

-35
-6

-3-3
-12-29

4,685

4,196

3,738

960

31.4%
28.2% 33.4% 36.4% 39.4%39.6%35.3%

-150

350

850

1350

1850

2350

2850

3350

3850

4350

4850

2006 2007 2008 1Q08 2Q08 3Q08 4Q08

Group Financials

EBITDA Development
Significant group EBITDA margin improvement driven by Bezeq Fixed-Line and Pelephone

Group EBITDA
NIS MM ’06-08 CAGR: +11.7%

Bezeq Fixed Line Bezeq Int’l Pelephone yes Adjustment for One-Off Labour Agreement Related Provision 

EBITDA MarginOther and intercompany eliminations
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EBITDA Mix and EBITDA Margins

Subsidiaries’ Contribution to Consolidated EBITDA
NIS MM

+ 3.0 p.p.36.4%33.4%Bezeq Group

+ 4.9 p.p.28.2%23.3%yes

+ 3.5 p.p.30.9%27.4%Pelephone

+ 2.4 p.p.24.7%22.3%Bezeq 
International

+2.7 p.p.42.3%39.6%Bezeq Fixed 
Line

Change 
(p.p.)20082007

EBITDA Margin per Division

Group Financials

Bezeq Fixed Line Pelephone yesBezeq Int'l

55%

7% 7%

30% 31%

8% 9%

53%

2007 2008

4,145 4,520
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Capex Development
Net Capex increase reflects ongoing deployment of the UMTS network and NGN

Group Net Capex Development
NIS MM

Group Financials

539
351

499

98 107 144 150

62

100

31 33 25

346

376

795

102
181

350
162

186
255

238

79
40

56

63

1,115
1,069

1,622

305
360

581

376

28

117

-11 -27 -2

1

-2 -24-13
2006 2007 2008 1Q08 2Q08 3Q08 4Q08

Bezeq Fixed Line Bezeq Int’l Pelephone yes Other 
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2,450

1,881
1,806

313
401

641

451

2006 2007 2008 1Q08 2Q08 3Q08 4Q08

Free Cash Flow Development
Strong and steady cash flow generation driven by EBITDA performance, working capital management and despite 
network investments

Group Free Cash Flow (1)

NIS MM

Group Financials

1.Free cash flow defined as Cash Flow from Operations – Net Capex + Dividends received
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Bezeq Group 2009 Financial Outlook

The challenges faced by the global economic environment have translated into a slowdown in the 

Israeli market

Bezeq is actively monitoring the potential impact of this slowdown on its business

Despite the challenging economic backdrop, in 2009 Bezeq aims to maintain EBITDA, operating cash 

flows and gross capital expenditures close to the levels of 2008

This goal is underpinned by the strength of Bezeq’s comprehensive consumer and business 

communications offerings, a strict focus on improving operating efficiencies, and strong operating cash 

flows

Bezeq plans to continue to invest in key strategic projects in 2009 

Pelephone’s UMTS network - successfully launched with national coverage at the end of January 2009

Next Generation Network (NGN) - modular deployment approach, expanding NGN coverage to reach a 

meaningful part of Israeli households during 2010

Group Financials
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Thank You.

For additional information, 
please visit our website:

www.bezeq.co.il


