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CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 

BALANCE SHEETS 
 

Adjusted to NIS of December 2003 
(NIS thousands) 

  
 

Consolidated Company    Consolidated Company 
 

 Note  31.12.03   31.12.02 31.12.03 31.12.02   Note
 

31.12.03 31.12.02 31.12.03 31.12.02 
 

Current assets        Current liabilities       

Cash and cash equivalents 3  454,106 170,523*  408,906 21,895*  Short-term credit from banks 11 1,123,175 602,712   1,123,175 602,712  

Trade receivables 4 1,040,478   958,175  1,040,478 958,175   Suppliers and service providers 12 832,281 960,350  821,935 945,556  

Other  receivables 5 213,485 404,784  188,971 203,027   Other credit balances 13 291,079 220,396*  289,004 220,396 * 

Inventory 6 114,266 182,965  114,266 182,965     2,246,535 1,783,458  2,234,114 1,768,664  

  1,822,335 1,716,447   1,752,621 1,366,062        

         Long-term liabilities        

         Long-term loans from banks 14 882,128 1,986,978  882,128 1,986,978  

         Liability for termination of       

Long-term receivables 7 343,695 286,382   333,422 272,410   employer-employee relationship 15 9,522 3,437  9,522 3,437  

         Deferred taxes 25 97,013 65,253   97,013 65,253  

Investment in subsidiaries 8  -  -  96,305 382,441   Long term credit balances 16 1,287 -  1,287 -  

          Suppliers and service providers 17 65,412 93,972   65,412 93,972  

Property, plant and equipment, net 9 3,276,369 3,628,819  3,247,630 3,595,941     1,055,362 2,149,640  1,055,362 2,149,640 
         Contingent liabilities, commitments,   

Other assets and         Guarantees and liens 18      
 

deferred expenses, net 10 404,592 415,183   404,592 415,183   Shareholders’ equity  2,545,094 2,113,733  2,545,094 2,113,733 

  5,846,991 6,046,831   5,834,570 6,032,037     5,846,991 6,046,831  5,834,570 6,032,037 
    * Reclassified 

 
 

      
 Raanan Cohen  Yitzhak Peterburg  Ytzhak Edelman 
  

Board Director 
 President and 

Chief Executive Officer 
 Vice President 

Chief Financial Officer 
 
  February 17, 2004 

The accompanying notes are an integral part of the Financial Statements  
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CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 

INCOME STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER,  2003 

Adjusted to NIS of December 2003 
(NIS thousands) 

 
 

 Consolidated                           Company

       Year Year Year Year Year Year 

 ended ended ended ended ended ended 

Note 3.0.1231 20..1231 10..1231 3.0.1231 2.02.131      10..1231 

Income from sales and services 19 5,261,673 5,134,782  4,959,768  5,198,044 5,029,810 4,879,963

   

Cost of sales and services 20 3,075,354 3,110,646* 2,892,705* 3,074,193 3,098,129* 2,895,875*

   

Gross profit  2,186,319 2,024,136  2,067,063  2,123,851 1,931,681 1,984,088

   

Selling and marketing expenses 21 612,774 651,135* 574,278* 612,774 651,135* 574,278*

   
General and administrative 
expenses 22 682,318 677,853    621,435 680,744 684,086 625,080

   

Profit from ordinary operations  891,227   695,148 871,350 830,333 596,460 784,730

   

Financial expenses, net 23 )216,082(  (4,861)  (14,770) (200,381) (14,155) (33,401)

   

Other  income (expenses) , net 24 884  (4,506)  6,245 6,824 1,072 13,512

   

Profit before income tax  676,029  685,781 862,825 636,776 583,377 764,841

   

Income tax 25 244,668 266,122  288,291 229,094 203,198 285,620

   

Profit after income tax  431,361 419,659  574,534 407,682 380,179 479,221

   

The equity in profit of    

subsidiaries 8 - - - 23,679 39,480 95,313

Net profit  431,361   419,659 574,534 431,361 419,659 574,534

  

Profit  per share   
Net profit per NIS 1 par 
value of ordinary   
shares (in NIS)  37,839 36,812  50,398 37,839 36,812 50,398

                 * Reclassified                                              
The accompanying notes are an integral part of the Financial Statements 
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CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 

STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY 
FOR THE YEAR ENDED 31 DECEMBER, 2003 

 

Adjusted to NIS of December 2003 
(NIS thousands) 

 

 
 
 
 

 
The accompanying notes are an integral part of the Financial Statements 
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 Share  Accumulated    
 Capital  Earnings  Total 
      
Balance as of       
1 January, 2001 14  1,119,526  1,119,540
     
For the year ended     
31 December, 2001     
     
Net profit for the year -  574,534  574,534
Balance as of     
31 December, 2001 14  1,694,060  1,694,074
     
For the year ended     
31 December, 2002     
     
Net profit for the year -  419,659  419,659
Balance as of     
31 December, 2002 14  2,113,719  2,113,733
     
For the year ended     
31 December, 2003     
     
Net profit for the year -  431,361  431,361
Balance as of     
31 December, 2003 14  2,545,080  2,545,094
      



 

CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 
STATEMENTS OF CASH FLOWS 

FOR THE YEAR ENDED 31 DECEMBER, 2003 
Adjusted to NIS of December 2003 

(NIS thousands) 
 

  Consolidated                       Company    
 Year  Year  Year  Year   Year  Year  
 ended ended ended ended  ended ended 
 31.12.03 31.12.02 31.12.01 31.12.03  31.12.02 31.12.01 

Cash flows from current operations  
 

 
   

    
Net profit per the income statement 431,361 419,659

 
574,534

 
431,361  419,659  574,534

Adjustments required to present cash flows 
 

 
from current operations (Appendix A) 962,171 865,763  750,614 931,106  713,655 * 667,947

Net cash from current operations 1,393,532 1,285,422
 

1,325,148 1,362,467  1,133,314  1,242,481
   
Cash flows to investment activities    

 
Acquisition of property, plant and equipment (684,878)

 
(1,279,073)

 
(1,105,251)

 
(684,878) 

 
(1,280,967) 

 
(1,070,475)

 Proceeds from sales of property, plant and 
equipment 23,416

 
8,073 10,025

 
23,416  11,665  17,292

Long term deposit 188,821
 

- (184,567) -  - - 

Payment in respect of subsidiaries  - 
 

- - (14,121)  3,973 (34,775) 

Payment in respect of other assets  (34,491) (286,430) - (34,491)  (286,430)  - 

Dividend received - - - 337,435  -  - 

Net cash used in investment activities (507,132) (1,557,430)

 

(1,279,793)

 

(372,639)  (1,551,759)  (1,087,958)

Cash flows to financing activities 
 

  

Short-term credit from banks, net (448,123)
 

365,432
 

(395,479)
 

(448,123)  365,432  (395,479)

Receipt of long-term loans from banks - 
 

402,204
 

678,381
 

-  402,204  678,381

Payment of long-term loans from banks (154,694) (265,510)
 

(249,571) (154,694)  (265,510)  (249,571)

Payment of long-term loans from related 
parties and others - 

 

(65,916)

 

(186,797) -  (65,916)  (186,797)

Net cash from (used in) financing activities (602,817) 436,210
 

(153,466)
 

(602,817)  436,210  (153,466)

Increase (decrease)  in cash and cash 
equivalents 283,583

 

164,202

 

(108,111)

 

387,011  17,765  1,057

Balance of cash and cash equivalents  
 

 
 

    

at the beginning of the year 170,523* 6,321 114,432 21,895 * 4,130 3,073

Balance of cash and cash equivalents at the  
 

  
end of the year 454,106 170,523 * 6,321 408,906  21,895 * 4,130

    * Reclassified 
The accompanying notes are an integral part of the Financial Statements 
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CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 
STATEMENTS OF CASH FLOWS 

FOR THE YEAR ENDED 31 DECEMBER, 2003 
 

Adjusted to NIS of December 2003 
(NIS thousands) 

 

Appendix A - Adjustments required to  present cash 
flows from current operations   
  Consolidated                   Company 
 Year Year  Year Year  Year  Year 
 ended ended  ended ended  ended  ended 
 31.12.03 31.12.02  31.12.01 31.12.03  31.12.02  31.12.01
Income and expenses that do not involve 
cash flows 

 
        

       

Depreciation and amortization 999,080 957,007 831,872 999,080  957,007 831,872
The equity in profit of subsidiaries - - - (23,679)  (39,480) (95,313)

Deferred taxes 53,301 (12,973) (17,274) 53,301  (12,973) (17,274)
Erosion of  long-term loans and suppliers, 
net 17,120 (59,498) 3,715 17,060  (59,498) 3,714

Interest accrued on long-term loans and 
deposits, net - 35 7,130 -  35 7,130

Capital loss (gain) (7,216) 5,537 (5,440) (7,216)  (41) (12,707)

Change in liability for termination of   
employer-employee relations 6,085 (334) (46) 6,085  (334) (46)

Impairment of land's value 5,940 -  - -  - - 
        
 1,074,310 889,774 819,957 1,044,631  844,716 717,376

Changes in assets and liabilities   
   
Decrease (increase) in trade receivables    
(including non-current maturities) (140,878) (113,894)  52,720 (140,878)  (113,894)  52,720

Increase in other receivables     
(including non-current maturities) (14,927) (22,531)  (129,338) (22,619)  (132,580)  (95,468)

Decrease (increase) in inventories 68,699 (42,086) 21,599 68,699  (42,086) 21,599

Increase (decrease) in suppliers and    
service providers (including long-term) (94,127) 267,220  31,665 (87,821)  265,043  39,442

Increase (decrease) in other credit balances   
(including long-term) 69,094 (112,720) * (45,989) 69,094  (107,544) * (67,722)

 (112,139) (24,011) (69,343) (113,525)  (131,061) (49,429)

   

Total 962,171 865,763 750,614 931,106  713,655 667,947
Appendix B - Non-cash activities 

(1) Acquisitions of property, plant and equipment not paid for in 2003-258,620 NIS thousands (Company -
256,939 NIS thousands) (2002 - Consolidated and Company 285,260 NIS thousands, 2001-Consolidated 
and Company 520,239 NIS thousands). 

(2) Acquisition of other assets (spectrum licenses) not paid for in 2001-418,994 NIS thousands. 
    * Reclassified 

 
The accompanying notes are an integral part of the Financial Statements 
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CELLCOM ISRAEL LTD AND ITS 
 CONSOLIDATED SUBSIDIARIES     

                          Notes to the Financial Statements 
 

Note 1 - General 
 

Cellcom Israel Ltd. (hereinafter “the Company”), was incorporated in Israel on 31 January, 1994. The 
Company commenced operations on 27 June, 1994, upon receiving a license from the Israel Ministry of 
Communications (hereinafter “the MOC”) to establish, operate and maintain a cellular mobile telephone 
system and provide cellular mobile telephone services in Israel. The Company began providing cellular 
mobile telephone services to the Israeli public on 27 December, 1994.  The initial license that was 
granted to the Company was for a period of 10 years. Following its win in the spectrum tender during 
December 2001, the license was extended until the year 2022 – see note 10. 
 
Note 2 - Significant accounting policies 
 
a. Definitions: 
 
 In these financial statements- 
 

(1) The Company - Cellcom Israel Ltd. 
 

(2) Related parties - as defined in Opinion No. 29 of the Institute of Certified Public  
          Accountants in Israel. 

 
(3) Interested parties - as defined in Article 1 of Israel Securities Law.                                                   

 
(4) Subsidiaries - Companies, which their financial statements are   
          consolidated with the financial statements of  the Company.       
 
(5) Consumer Price Index - The index published by the Israeli Central Bureau of  
           Statistics.  

 
b. These financial statements are prepared in accordance with generally accepted accounting 

principles in Israel. 
 

c. Use of estimates: 
 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that effect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the 
reporting period. 

 
These are management’s best estimates based on experience and historical data, however, 
actual results could differ from these estimates. 
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CELLCOM  ISRAEL  LTD AND ITS 
 CONSOLIDATED SUBSIDIARIES     

                          Notes to the Financial Statements 
 

Note 2 - Significant accounting policies (continued) 
 

d. Financial statements in adjusted New Israeli Shekels (NIS): 
 

  
(1) The financial statements have been prepared on the basis of historical cost adjusted for 

changes in the general purchasing power of the New Israeli Shekel.  
Condensed financial statements of the Company in nominal NIS are provided in Note 
27. 

 
(2) The adjusted value of non-monetary assets represents their historical cost adjusted for 

changes in the general purchasing power of the Israel currency and does not 
necessarily represent their market value to the Company. 

 
(3) In these financial statements the term “cost” refers to the adjusted cost, unless 

otherwise indicated. 
 

(4) Comparative data for the previous periods have been adjusted to NIS of the current  
          reporting period. 

 
e.  Principles of adjustment: 

 
(1) Balance sheet: 

 

Non-monetary items (mainly fixed assets, other assets, deferred expenses and revenue, 
inventory, share capital and prepaid expenses) have been adjusted for the changes in the 
Consumer Price Index (hereinafter “the Index”) which was published for the date of the 
transaction, to the Index published for the balance sheet date. 

 
The equity value of investments in subsidiaries is determined on the basis of their audited 
financial statements adjusted for the changes in the Index. 

 
Monetary items are stated at their nominal value, for the same date. 

 
(2) Income statement: 

 
The income statement items have been adjusted on the basis of the changes in the Consumer 
Price Index (CPI), as follows:  

 

a. Income and expenses arising from non-monetary items (such as depreciation, 
amortization, deferred expenses and revenue, changes in inventory and prepaid 
expenses) or from provisions included in balance sheet (such as for vacation, employee 
vacation expenses allowance, etc.) have been adjusted based on specific indices 
corresponding to the appropriate balance sheet items. 

 
b. Income and expenses, except for financial expenses or income and expenses arising 

from non-monetary items, have been adjusted on the basis of the change in the Index 
from the transaction date until the balance sheet date. 
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CELLCOM  ISRAEL  LTD AND ITS 
 CONSOLIDATED SUBSIDIARIES     

                           Notes to the Financial Statements 
 
Note 2 - Significant accounting policies (continued) 

 
e.          Principles of adjustment (continued): 

 
c. Net financial expenses are expressed  in real terms. They include the erosion of 

monetary balances, adjustment differentials which were created as a result of the 
adjustment of the financial statements, as aforesaid, and profits or losses from 
derivative transactions which are not designated for hedging purposes (see also q 
below). 

 
d. The share in the results of operations of subsidiaries is determined on the basis of their 

audited financial statements adjusted for the changes in the Index. 
 

e. Income Taxes  
      Current taxes consist of payments on account of taxes made during the year with the  
      addition of amounts due for payment as at balance sheet date (or less amounts to be   
      refunded as at balance sheet date). The payments on account have been adjusted on the  
      basis of the CPI as of the date of each payment, while amounts payable (or refundable) 
      are not adjusted. Accordingly, the current taxes include also the expense resulting from  
      the erosion in the value of the payments on account of taxes from the date of payment  
      to balance sheet date. 
 
      Deferred taxes – See Note 2p. and Note 25e. 

                        
(3)  Foreign subsidiary: 

 
The financial statements of a consolidated foreign company were translated into Israeli 
currency as follows: 

 
Monetary balance sheet items-based on the rate of exchange as at balance sheet date. 
 
Income statement items-translated based on average exchange rates.  
 

f. Exchange rate and Consumer Price Index data: 
 

(1) Assets and liabilities which are denominated or linked to foreign currency are included on 
the basis of the representative exchange rate of the currency published by the Bank of 
Israel, prevailing at the balance sheet date. 

 
      Balances which are linked to the Index are presented on the basis of the last Index  
      published prior to the balance sheet date or on the basis of the Index for the month of  
      December published subsequent to the balance sheet date, based on the terms of the  
      applicable transactions. 

 
      Income and expenses denominated in foreign currency are recorded according  
      to the representative exchange rate prevailing at the time the transactions were effected. 
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CELLCOM  ISRAEL  LTD AND ITS 
 CONSOLIDATED SUBSIDIARIES     

                          Notes to the Financial Statements 
 

Note 2 - Significant accounting policies (continued) 
 

f. Exchange rate and Consumer Price Index data (continued): 
 
 (2)  Exchange rates and Consumer Price Indices are as follows: 
 

  
Exchange 

Rates  
Consumer 

Price  
  of US$  Index  

  4.379 178.5793As of 31 December, 2003 
  4.737 182.0123As of 31 December, 2002 
  4.416 170.9099As of 31 December, 2001 
    
   Increase (decrease) during the period 
  (7.56%) 1.89%)(Year ended 31 December, 2003 
  7.26% 6.49%Year ended 31 December, 2002 
  9.27% 1.40%Year ended 31 December, 2001 

 
g. Principles of Consolidation: 
 

(1)   The consolidated financial statements include the consolidation of financial statements of   
         companies in the control of the Company. 
 
(2)   For the purpose of consolidation, amounts included in the consolidated companies financial  
         statements have been accounted for, after adjustment required by the application of standard  
         accounting principles within the group.     
 
(3)   All inter company transactions and balances were eliminated upon consolidation. 
 

h.        Cash and cash equivalents: 
 
     Including bank deposits, which their initial deposit term, did not exceed three months. 

 
 i.        Allowance for Doubtful Accounts: 
             
            The allowance for doubtful accounts is calculated primarily as a general provision and partly as a  
            specific allowance in respect of receivable accounts that management believes adequately reflects  
            the loss inherent in receivables, of which the collection is in doubt. In determining the fairness of  
            the allowance, management based itself, inter alia, on evaluation of the security received from the 
            debtors as well as the period passed from the original billing.                               
 
j.           Inventory: 
 

Inventory of cellular phone equipment and accessories (hereinafter “CPE”) and spare-parts are 
stated at the lower of cost or net realizable value.   
During the year the company changed the inventory evaluation method from the first- in first-out 
method to the moving average method. Implementation of the method did not have a material 
effect on the financial statements of the company.  
Inventory of cellular telephone handsets, accessories and spare-parts, which consumption is slow, 
is presented net of a provision for decline in value. 

      Inventory of used telephone handsets as well as used accessories and spare parts is written off. 
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CELLCOM  ISRAEL  LTD AND ITS 
COSOLIDATED SUBSIDIARIES 

                                     Notes to the Financial Statements  
 
Note 2 - Significant accounting policies (continued) 
 
k.         Investment in subsidiaries: 

 
The investment in subsidiaries, is presented using the equity method, according to the audited 
financial statements of such companies.  
 

l. Property, plant and equipment: 
 

(1) Property, plant and equipment are stated at cost. Cost includes direct and other 
expenditures necessary to prepare the assets for use.   

 
(2) Real financing expenses in connection with credit used to finance purchase of equipment 

are attributed to the cost of such assets. See also 2.o. 
 

(3) Depreciation is calculated using the straight line method, at annual rates considered 
adequate to write off the assets over their  estimated useful lives. 

 
Annual depreciation rates are as follows: 

 %  
Network equipment 15  
Machinery and equipment 7-20 (Mainly 15%) 
Motor vehicles 15  
Computers and software 15-33  
Furniture and office equipment 6-15  
Leasehold improvements – over the shorter of the lease period 
(including the option the Company has to extend the lease period) 
or the estimated useful life of the asset. 
   

 
(4) The cost of maintenance and repairs is charged to expenses as incurred.  

The cost of significant renewals and improvements is capitalized to the carrying amount of 
the respective fixed asset. 

 
(5) Software development costs for internal use are treated according to SOP 98-1 

“Accounting for the Costs of Computer Software Developed or Obtained for Internal Use” 
of the American Institute of Certified Public Accountants. Accordingly the costs of 
developing software for internal use are capitalized after the phase of the preliminary 
planning has been completed and when it is anticipated that the project will be completed 
and the software will be used to achieve its designated purposes. The capitalization is 
discontinued when the software is essentially completed and ready for its designated use. 
Direct development costs of software for internal use are amortized over a period of 4 
years. 
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(6) CELLCOM  ISRAEL  LTD AND ITS 
COSOLIDATED SUBSIDIARIES 

                                     Notes to the Financial Statements  
 
Note 2 - Significant accounting policies (continued) 
 
m.     Other assets and deferred expenses: 

 
               Other assets and deferred expenses are stated at cost and are amortized at annual rates 
               considered adequate to write off the assets over their estimated useful lives.  Spectrum  
               licenses are amortized, commencing the date the network subject to the purchased  
               license, is ready for use after the execution of activation tests. 
               Annual amortization rates are as follows: 

 
%   

Licenses   5-10 (Mainly 5%)  
Deferred expenses   10-33 (Mainly 10%)  

 
n. Revenue recognition: 
  

The income from sales of cellular phones equipment is recognized upon delivery to the 
customer. The income derived from long-term credit arrangements (longer than one year) is 
recognized on the basis of the present value of future cash flows, discounted according to 
market interest rates at the time of the transaction. The difference between the original debt and 
its present value, as mentioned above, is spread over the credit period and is recorded as 
interest income.  
 
Income from services is recognized and accrued on a daily basis as earned. 
 
Receipts from the sale of calling cards are recorded as deferred income and are recognized to 
income as they are used. 
 
Cash considerations received from vendors - Cash considerations received from vendors 
characterized as a reduction of cost of sales when the conditions for the considerations are met. 

 
o. Capitalization of financing costs 
 

The Company capitalizes financing costs in accordance with Accounting Standard No. 3, 
"Capitalization of Financing Costs". Pursuant to this standard, specific and non-specific 
financing costs are to be capitalized to qualifying assets. Non-specific financing costs are 
capitalized to such investment, or portion thereof, which was not financed with specific credit, 
by means of a rate which is the weighted-average cost of the financing sources which were not 
specifically capitalized. 
 
Financing costs amounting to NIS 9,209 thousands were capitalized during the period. The 
average capitalization rate calculated in accordance with the standard is 8.05%. 
 

p. Deferred taxes: 
 

Deferred taxes are calculated on the basis of the liability method of accounting based on the 
assumption that the net assets and liabilities resulting from temporary differences will 
eventually be realized at their recorded amounts. 
 
The deferred taxes are calculated at the tax rates that will be in effect when the deferred taxes 
are utilized or the tax benefits realized, as far as they are known at the balance sheet date. 
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CELLCOM  ISRAEL  LTD AND ITS 
COSOLIDATED SUBSIDIARIES 

                                     Notes to the Financial Statements  
 
Note 2 - Significant accounting policies (continued) 
 
q.        Derivative financial instruments: 

 
The company adopted SFAS no.133, “Accounting for Derivative Instruments and Hedging 
Activities” as amended, in June 2000, by SFAS 138,”Accouting for Certain Derivative 
Instruments and Certain Hedging Activities” establishes accounting and reporting standards for 
derivative instruments and hedging activities.  
 
SFAS 133 and SFAS 138 requires the recognition of all derivative instruments, including those 
designated for hedging purposes, as either assets or liabilities in the balance sheet, and the 
measurement of those instruments at their fair value. They also require that changes in fair value 
of a derivative instrument be recognized currently in the income statement unless specific hedge 
accounting criteria are met. 
 

r.       Fair value of financial instruments: 
  

The Financial statements include disclosure of financial instruments such as cash and cash   
equivalents, trade receivables, short and long term credit and suppliers and service providers 
balances. The disclosure includes linkage basis, interest rates and maturity.  
 
The fair value of such financial instruments, is not materially different from their book value.  

 
s. Profit per share:       
 
          The profit per share is calculated according to opinion 55 of the Institute of Certified                         
          Public Accountants in Israel. 
 
t.       Effect of new accounting standards in the period prior application: 
 

(1) During 2001, the Israeli Accounting Standards Board published Standard No. 12,  
“Discontinuance of Adjustment of Financial Statements”. Pursuant to this Standard, the 
adjustment of financial statements will be discontinued as of January 1, 2003. In December 
2002 the Israel Accounting Standard Board published Accounting Standard No. 17 according to 
which the implementation of Accounting Standard No. 12 is deferred to January 1, 2004. 
Therefore the adjustment of the financial statements will be discontinued as of January 1, 2004. 
Up to December 31, 2003, the Company will continue to prepare adjusted financial statements 
in accordance with Opinion No. 36 of the Institute of Certified Public Accountants in Israel. 
The adjusted amounts included in the financial statements as at December 31, 2003 will 
constitute the starting point for the nominal financial reporting commencing as of January 1, 
2004. The implementation of Accounting Standard No. 12 may have a significant effect on the 
reported business results of the company. The extent of the effect will depend on the rate of 
inflation, the composition of the assets and the Company's sources of financing. 

 
(2) During 2001, the Israeli Accounting Standards Board published Accounting Standard No.13 

regarding “The influence of changes in foreign currencies exchange rates”. The standard deals 
with the translation of foreign currency transactions and with translation of financial statements 
of foreign activities in order to combine them in the financial statements of the reporting entity. 
The standard replaces Clarifications No. 8 and 9 to opinion No. 36 which will be cancelled 
when the abovementioned Standard No.12 will become effective. Standard No. 12 will become 
effective on the financial statements for the periods starting after December 31, 2003.  
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CELLCOM  ISRAEL  LTD AND ITS 
COSOLIDATED SUBSIDIARIES 
Notes to the Financial Statements  

 
Note 2 - Significant accounting policies (continued) 

 
u.       Initially implemented accounting standards: 

 
(1) In February 2003 the Israel Accounting Standards Board published Accounting Standard No. 

15 - Impairment Of Assets. The standard provides procedures which a company must apply in 
order to ensure that its assets in the consolidated balance sheet are not presented at an amount 
which is in excess of their recoverable value, which is the higher of the net selling price or the 
present value of the estimated future cash flows expected to be derived from use and disposal of 
the asset. In addition, the standard provides rules for presentation and disclosure with respect to 
assets whose value has declined. 
As of January 1, 2003 the Company implements the standard in its financial statements. As a 
result of the implementation of Standard No. 15, the Company recorded under other expenses 
in the statement of income an impairment of land's value. 

 
(2) In August 2001, the Financial Accounting Standards Board issued Statement of Financial 

Accounting Standard No. 143 (FAS 143),”Accounting for Asset Retirement Obligations”.  
FAS 143 provides accounting and reporting guidance for legal obligations associated with the 
retirement of long-lived assets that result from the acquisition, construction, development or 
normal operation of a long-lived asset. The Company implements  FAS 143 guidelines, which 
has no material effect on its consolidated financial statements. 
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CELLCOM ISRAEL LTD AND ITS 
COSOLIDATED SUBSIDIARIES 

                                         Notes to the Financial Statements 
 

Note 3 - Cash and cash equivalents  
 

 Consolidated Company 

Composition: 31.12.03 31.12.02 31.12.03  31.12.02 
  

 NIS thousands NIS thousands NIS thousands  NIS thousands  
     
NIS 278,714 21,820 * 278,714  21,820 *
Foreign currency 175,392 148,703 130,192  75 
 454,106 170,523 408,906  21,895  

 
                                       * Reclassified 

 
 
 
 
 
 
 
 
 
Note 4 - Trade receivables (Consolidated & Company) 

        
  31.12.03  31.12.02 
Composition:  NIS thousands  NIS thousands
    
Open accounts and  accrued revenue   691,618  713,931
Checks and credit cards receivables  142,291  94,293
  833,909  808,224
Allowance for doubtful accounts  149,174  171,133
  684,735  637,091
Current maturity of long term receivables  355,743  321,084
  1,040,478  958,175
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  Note 5 – Other receivables 
 

 Consolidated Company 
 31.12.03 31.12.02 31.12.03  31.12.02
Composition:       NIS thousands NIS thousands NIS thousands  NIS thousands
   
Government institutions 129,351 111,806 129,351  111,806
Derivative transactions 12,976 31,401 12,976  31,401
Prepaid expenses 32,614 25,524 32,614  25,524
Deferred taxes (1) - 18,664 -  18,664
Other 25,407 28,569 14,030  15,632
 200,348 215,964 188,971  203,027
Current maturity of long term 
receivables (2) 13,137 188,820 -  - 
 213,485 404,784 188,971  203,027

 
(1) See note 25 e. 
(2) Including deposit in US Dollars. See Note 7 (b). 

 
 
    Note 6 - Inventory (Consolidated & Company) 

   
a.  Composition: 31.12.03  31.12.02
 NIS thousands  NIS thousands
   
   
Cellular telephones 84,875  129,701
Spare parts 14,988  15,254
Accessories  14,403  38,010
 114,266  182,965

   
 

b.    Inventories of cellular telephones, accessories and spare-parts are shown net of allowance for lower of  cost or 
net     

      realizable value in the amount of  27,102 NIS thousands (31.12.02 – 34,502 NIS thousands). 
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Note 7- Long-term receivables 
 
 Consolidated Company 

Composition: 31.12.03 31.12.02 31.12.03  31.12.02 

 NIS thousands NIS thousands NIS thousands  NIS thousands 

Open accounts and acrued revenue (a) 697,402 506,696 697,402  506,696 

Checks and credit cards receivables (a) 48,688 133,507 48,688  133,507 

Deposit (b)© 13,137 202,792 -  - 

Other 18,674 5,965 8,401  5,965 

Total  777,901 848,960 754,491  646,168 

Less deferred interest income (c) 63,326 50,712 63,326  50,712 

 714,575 798,248 691,165  595,456 

Allowance for doubtful accounts 2,000 1,962 2,000  1,962 

 712,575 796,286 689,165  593,494 

Less current maturity 368,880 509,904 355,743  321,084 

 343,695 286,382 333,422  272,410 

Aggregate maturities are as follows:   
   Consolidated  Company   
   31.12.03 31.12.03   
   NIS Thousands NIS Thousands   
2005   231,191 231,191   
2006   93,830 93,830   
2007 and thereafter   18,674 8,401   
   343,695 333,422   

 
(a) The long-term trade receivables arise from the sale of handsets on an installment basis (primarily for 36 

monthly payments). 
 
(b) The deposit is dollar denominated and bears an annual variable interest. The rate of interest as of 31 

December, 2003 is 4%. 
 
(c) The deferred interest income constitutes the difference between the amount of the long-term receivables and 

their discounted value based upon the relevant discount rate at the date of the transaction (11%-12%). 
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Note 8- Investment in subsidiaries (Company) 
 
 a. Composition: 

 
    31.12.03  31.12.02 
    NIS thousands  NIS thousands 
Cost of shares   1,759  1,759
Accumulated profits   389,170  348,851
Dividend distributed (1)   (337,435)  - 
Capital note (2)   42,811  31,831
   96,305  382,441

 
       b. The development in the investment in subsidiaries is as follows: 
 

       
    31.12.03  31.12.02 
    NIS thousands  NIS thousands 

      
Balance as of beginning of year   382,441  284,010
Investments during the year (2)   12,046  (3,973)
Share in profits   39,253  102,404
Dividend distributed (1)   (337,435)  - 
Balance as at year end   96,305  382,441

 
(1) The Dividend was distributed from retained earnings of foreign subsidiaries as part of liquidation 

process to be finalized during 2004. 
 
(2) A subsidiary issued to the Company an unlinked, non-interest bearing capital note which would 

be paid from January 1, 2005. 
 
 



CELLCOM ISRAEL LTD AND ITS 
CONSOLIDATED SUBSIDIARIES 

Notes to the Financial Statements 
                Note 9 - Property, plant and equipment (Consolidated) 

  a. Composition: 
 
                                                                             *   Land and 

                                                                                          Building 
                                                                                  NIS thousands

Network 
NIS thousands

Machinery 
and equipment 
NIS thousands  

Vehicles 
NIS thousands

Computers, 
furniture and 

office 
equipment 

NIS thousands

Leasehold 
improvements 
NIS thousands 

Total 
NIS thousands 

  Cost 
        

  As of 1 January, 2003 32,878 6,111,153 88,406  98,292 1,197,518 119,328 7,647,575 

  
  Additions - 462,135 12,053  7,893 166,911 9,247 658,239 

  Dispositions 
- (31,731) -  (10,706) (4,122) - (46,559) 

  As of 31 December, 2003 32,878 6,541,557 100,459  95,479 1,360,307 128,575 8,259,255 

  Accumulated depreciation -    
  
 As of 1 January, 2003   - 3,318,257 59,154  32,634 554,689 54,022 4,018,756 

    
 
  Depreciation for the year - 741,502 14,136  13,985 198,118 20,748 988,489 

  Dispositions - )21,238( -  )5,783( )3,338( - )30,359(  

  As of 31 December, 2003 - 4,038,521 73,290 40,836 749,469 74,770 4,976,886 

Impairment (6,000) - -  - - - (6,000) 

  Net depreciated cost as of   

  31 December, 2003 26,878 2,503,036 27,169  54,643 610,838 53,805 3,276,369 

  Net depreciated cost as of          

  31 December, 2002 32,878 2,792,896 29,252 65,658 642,829 65,306 3,628,819 
*  Including 21,872 NIS thousands representing land leased from the Israel Lands Administration in 2001 for a period of 49 years, and also building in 

construction in the amount of 10,601 NIS thousands. 
Additional information: 

a. Network includes costs incurred to construct the cellular mobile telephone system, in the amount of 197,201 NIS thousands (31.12.02 – 188,295 NIS thousands) 
including engineering and operation costs capitalized (includes consulting fees, salaries and finance expenses).  

b. Computers include capitalized development costs of software for internal use in the amount of 238,996 NIS thousands (31.12.02 – 194,296 NIS thousands). 
c. Regarding liens see note 18 c 1.  
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Note 9 - Property, plant and equipment (Company) 

  a. Composition: 
 
 

 

Network 
NIS 

thousands  

Machinery 
and 

equipment 
NIS 

thousands 

Vehicles 
NIS 

thousands 

Computers,
furniture and

office 
equipment 

NIS 
thousands 

Leasehold 
improvements 

NIS 
thousands  

Total 
NIS 

thousands

  Cost          

  As of 1  January,2003  6,111,153 88,406 98,292 1,197,518 119,328 7,614,697 
        

  Additions  462,135 12,053 7,893 165,050 9,247 656,378 

  Dispositions  (31,731) - )10,706( )4,122( - )46,559( 

  As of 31 December, 2003  6,541,557 100,459 95,479 1,358,446 128,575 8,224,516 

  Accumulated depreciation        

  As of 1 January,   2003  3,318,257 59,154 32,634 554,689 54,022 4,018,756 
        

  Depreciation for the year  741,502 14,136 13,985 198,118 20,748 988,489 

  Dispositions  )21,238( - )5,783( )3,338( - )30,359( 

  As of 31  December, 2003  4,038,521 73,290 40,836 749,469 74,770 4,976,886 

  Net depreciated cost as of        

  31 December, 2003  2,503,036 27,169 54,643 608,977 53,805 3,247,630 

  Net depreciated cost as of        

  31 December, 2002  2,792,896 29,252 65,658 642,829 65,306 3,595,941 
 

Additional information: 
 
a. Network includes costs incurred to construct the cellular mobile telephone system, in the amount of 197,201 NIS 

thousands (31.12.02 – 188,295 NIS thousands) including engineering and operation costs capitalized (includes 
consulting fees, salaries and finance expenses). 

 
b. Computers include capitalized development costs of software for internal use in the amount of 238,996 NIS 

thousands (31.12.02 – 194,296 NIS thousands). 
 
c. Regarding liens see note 18 c 1. 
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