
 

 

 -FOR IMMEDIATE RELEASE-   

 

ELRON ELECTRONIC INDUSTRIES ANNOUNCES  

FOURTH QUARTER AND FULL YEAR 2007 RESULTS 

 

Tel Aviv, Israel, March 13, 2008 - Elron Electronic Industries Ltd. (Nasdaq and TASE: ELRN) 

("Elron" or the "Company") today reported financial results for the fourth quarter and full year ended 

December 31, 2007. 

 

Main Highlights: 

 

 Group companies continued to show progress in product and market development  

 Majority of mature group companies generated revenue growth  

 5 group companies completed substantial financing rounds during the fourth quarter of 2007 

and early 2008 raising approximately $70 million to support future growth 

 Elron invested $69.1 million in its group companies and in 8 new companies in 2007 

 Shareholders' equity at year end – approximately $265.8 million; 89% of total assets 

 Net loss for the year amounted to $37.1 million  

 

Net loss in the fourth quarter and full year of 2007 amounted to $20.4 million, or $0.69 per share, and 

$37.1 million, or $1.25 per share, respectively. Net income in the fourth quarter and full year of 2006 

amounted to $17.4 million, or $0.6 per share, and $3.0 million, or $0.1 per share, respectively. 

 

Elron's net loss for 2007 resulted primarily from: 

 $46.1 million losses ($14.0 million in the fourth quarter) recorded with respect to Elron's group 

of companies. This includes: 

 Elron's share in the net loss of Medingo, one of Elron's most promising companies in 

which it holds 51%, in the amount of $10.5 million (of which $4.9 million was recorded 

in the fourth quarter); 

 an $8.3 million write-off relating to the investment in Impliant Inc. recorded in the third 

quarter; 

 $7.5 million ($2.0 million in the fourth quarter) amortization of intangible assets and 

write-off of in process research and developments. 

 a $4.0 million reduction in a deferred tax asset (of which $7.0 million was recorded in the fourth 

quarter) mainly as a result of the decrease in the market price of Given Imaging.  

 

 



 

 

These losses were offset mainly by the following: 

 a $9.1 million gain, net of tax, from the merger between NetVision, Barak and GlobCall which 

was completed in the first quarter of 2007, and 

 a gain, net of tax, of approximately $4.1 million from the sale of real estate in Carmiel, Israel,, 

recorded in the second quarter of 2007. 

 

Net income in the fourth quarter of 2006 is comprised mainly of a gain of approximately $21.2 million 

from the sale of all the Company's remaining shares in Partner Communications Company Ltd. (Nasdaq: 

PTNR) for approximately $39.9 million. Elron's net income in full year 2006 resulted mainly from the 

above gain, which was offset primarily by Elron’s share in the net losses of its group companies, 

amounting to $22.7 million. 

 

As of January 1, 2008 Elron adopted SFAS 159 "The Fair Value Option for Financial Assets and 

Financial Liabilities", according to which it will apply the fair value measurement option for its non-

consolidated private companies. As a result, subsequent to the adoption, changes in the fair value of these 

companies will be recorded in the consolidated statement of income (or loss) rather than applying the 

equity method of accounting, under which Elron has previously recorded its share in the net loss of these 

companies. During 2007, these companies, under the then-current accounting method, contributed a net 

loss of $17.4 million. The cumulative effect of the first remeasurement to fair value, net of tax, will be 

recorded to the opening balance of retained earnings as of January 1, 2008. 

 

As of December 31, 2007, Elron's cash, debentures and deposits amounted to approximately $55.2 

million compared with $123.5 million at December 31, 2006. Throughout 2007, Elron invested $69.1 

million in its group companies and in 8 new companies.  

Shareholders' equity at December 31, 2007, was approximately $265.8 million, which represented 

approximately 89% of Elron's total assets, compared to approximately $297.5 million, representing 

approximately 91% of Elron's total assets at December 31, 2006. 

 

MAJOR DEVELOPMENTS IN THE FOURTH QUARTER OF 2007 

 In December, 2007, Elron, Rafael Advanced Defense Systems Ltd. ("Rafael") and RDC,  50.1% held 

by Elron and 49.9% held by Rafael, executed an agreement amending the existing agreement between 

the parties pertaining to the rights granted to RDC to commercialize certain technologies of Rafael. 

This new agreement settled the claim filed in September 2006 by Rafael against Elron and RDC, and 

provides that RDC's rights to commercialize certain technologies of Rafael will continue without time 

restrictions. Elron made a one-time investment in RDC of $4 million and has committed to make 



 

 

further investments of $750,000 in RDC for each company established by RDC based on Rafael's 

technologies. 

 Medingo, developer of the miniature insulin patch pump, completed a $29 million private placement 

in the fourth quarter of 2007 at a post money valuation of $84 million. This will enable Medingo to 

further its plans to accelerate the development of its products in order to receive FDA approval and 

launch its product in the second half of 2008. 

 In addition to Medingo, several of Elron's group companies completed substantial financing rounds, 

namely, NuLens Ltd., Jordan Valley Semiconductors Ltd., and BrainsGate Ltd. and Safend Ltd. (in 

early 2008), in the aggregate amount of approximately $70 million, which will support their future 

growth. 

Commenting on Elron's 2007 results, Elron President and CEO, Doron Birger, said "2007 was a year of 

growth and progress in Elron's group of holdings. During the year, most of our younger private 

companies showed healthy development of their products, while most of our more mature private 

companies showed top line growth. Given the nature of our group companies, which invest 

substantial resources in developing their products and markets, we continue to record net losses 

with respect to these companies, irrespective of the companies' positive progress. Looking ahead to 

2008, we will continue to work closely with our companies to drive performance with a view to 

building global players.  

Starting January 1, 2008, the adoption of the fair value method of accounting for our non-

consolidated private companies, will enable us, and our investors, to reflect and evaluate the value 

of our companies in our financial statements". 

 

 Arie Mientkavich, Chairman of the Board of Directors of Elron, added: "In 2007, the Elron group 

grew significantly and today comprises 30 companies, including investments in 8 new companies in 

2007, and an additional 2 in the beginning of 2008. 

Elron enters 2008 with a group of companies having significant potential to reveal value in the 

coming years, which will enable Elron to realize its vision of serving as the breeding ground for 

successful companies". 

Arie Mientkavich added: "The agreement reached with Rafael that settles all claims between us, will 

assure the continued build-up of RDC – Elron and Rafael's joint company, and one of Elron's 

major assets.  

RDC, which has the right to commercialize military technologies of Rafael for civilian purposes, 

has started two new companies in the past year, and we are confident that RDC will continue to 

serve as a value catalyst for Elron".   



 

 

Conference call details: 

Thursday, March 13, 2008 11:00 a.m. (EDT); 5:00 p.m. (Israel) 

In the US: 1 888 668 9141 

In the UK: 0 800 051 8913  

In Israel: 03 918 0691 

International Participants: +972 3 918 0691 

 

For your convenience, a replay of the call will be available after the call ends until Monday, 

March 17
th
, 2008. To access the replay please dial 1 888 782 4291 (US), +972 3 925 5925 (Israel) 

and 0 800 028 6837 (UK). A replay of the call will also be available on the company website.  

 

Elron Electronic Industries Ltd. (TASE & NASDAQ: ELRN), a member of the IDB 

Holding group, is a leading Israel-based technology holding company directly involved in 

the long-term performance of its group companies. Elron identifies potential technologies, 

creates strategic partnerships, secures financing, and recruits highly qualified management 

teams. Elron's group companies currently comprise a diverse range of publicly-traded and 

privately held companies primarily in the fields of medical devices, information & 

communications technology, clean technology and semiconductors. For further 

information, please visit www.elron.com  

 

 

Company Contact:         
Rinat Remler, Vice President & CFO     

Elron Electronic Industries Ltd.     

Tel. 972-3-6075555      
elron@elron.net                                                               

         
 (Any statements in this press release that may be considered forward-looking statements are 

subject to risks and uncertainties that could cause actual results to differ materially. Actual 

results may differ from such forward-looking statements due to the risk factors discussed in 

periodic reports filed by the Company with the Securities and Exchange Commission, which 

the Company urges investors to consider). 

http://www.elron.com/


 

 

ELRON ELECTRONIC INDUSTRIES LTD. AND ITS SUBSIDIARIES 

 

CONDENSED CONSOLIDATED BALANCE SHEETS 

In thousands of U.S. Dollars 

 

 

  
Year ended 

December 31, 

  2007  2006 

  Audited  Audited 

     
ASSETS     
Total current assets  $              82,406  $           134,033 

     
INVESTMENTS AND LONG-TERM RECEIVABLES     
Investments in affiliated companies  131,351  100,392 
Investments in other companies and long-term receivables  73,718  68,215 
Deferred taxes  2,204  9,182 
Severance pay deposits  1,808  1,542* 

     
Total investments and long-term receivables  209,081  179,331 

     
PROPERTY AND EQUIPMENT, NET  1,936  7,223 

     
INTANGIBLE ASSETS  5,524  5,542 

     
Total assets  $            298,947  $           326,249 

 
LIABILITIES AND SHAREHOLDERS’ EQUITY     
Total current liabilities  $              21,448  $             20,535 

     
LONG-TERM LIABILITIES     
Long-term loans from banks and others  2,244  2,113 
Accrued severance pay and retirement obligations  2,451  2,089* 
Deferred taxes  373  1,408 

     
Total long-term liabilities  5,068  5,610 

     
MINORITY INTEREST  6,614  2,480 

     
Total Shareholders' equity   265,817  297,504 

     
Total liabilities and shareholders’ equity  $            298,947  $           326,249 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

ELRON ELECTRONIC INDUSTRIES LTD. AND ITS SUBSIDIARIES 

 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 

In thousands of U.S. Dollars, except share and per share data  

 

 

 

 Year ended 

December 31, 

 

  2007  2006  

  Audited  Audited  
      
INCOME       

Net revenues   $     4,371   $  12,863  
Equity in losses of affiliated companies      (20,416)      (17,740)  

Gain from disposal of businesses and affiliated companies and 
changes in holdings in affiliated companies, net 

 

     14,854        2,547 
 

Other income, net 
 

     (3,214)      29,310  

Financial income, net         3,945        4,051  
      

  
         (460)       31,031 

 

      
COSTS AND EXPENSES        34,341       36,113  

 

 

   

 

Income before taxes on income       (34,801)      (5,082)  

Tax benefit (taxes on income)        (7,544)      (1,110)  

Income after taxes on income      (42,345)      (6,192)  
Minority interest in losses (income) of subsidiaries          5,250         9,224  

Income from continuing operations      (37,095)         3,032  

Loss from discontinued operations            -            -  
      
Net income  $ (37,095)  $    3,032  

      

 Basic Income per share   $     (1.25)  $     0.10  

Weighted average number of ordinary shares used in computing 
basic net income per share (thousands) 

 

      29,619       29,532 

 

 

 


