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About IncrediMail 
 
IncrediMail Ltd., is an internet company that 
designs, markets and delivers high-end personal 
desktop software. The Company was founded in 
1999 in Tel Aviv, Israel, and made its IPO on the 
NASDAQ in January of 2006. Currently, 
IncrediMail has 115~ employees based in New 
York and Tel Aviv.  In July 2008, IncrediMail 
signed a contract with Google, making it a partner 
in Google’s Ad sense for Search program. The 
company’s award winning email client product, 
IncrediMail Premium, is sold in over 100 countries 
in 10 different languages along with 8 other 
products.    
 
 

At A Glance            

Ticker:    MAIL 
Share Price:  3.64 
Market Cap:                   33.75 M 
52 Week High:               4.71 
52 Week Low:    1.86 
Avg. Volume:   9,930.65 
Shares Outstanding:  9.27 M 
Cash, Deposits 
  & Securities 12/31/08:  26.63M 
Total Cash Per Share: $2.87 
Enterprise Value: ($200,000) 
Fiscal Year End:  DEC 31 
 
Investment Highlights 

• Cash Flow Positive 
• Zero Debt Operation 
• Global Brand in Email world 
• Over 100 Million registered  
     downloads in more than 100    

        countries 
• Downloads increasing by over  
      2 Million per month  
• Revenue Q3 2008: up 27% YOY,  
      reaching $5.9 Million 

 
Market Opportunity 

There is an ever growing number of 
Consumers and Home Users that use 
email and instant messaging as means of 
contact on a daily basis. These users are 
ready for software products that offer a 
customizable email experience together 
with security and anti-spam features.  In 
addition, there is a large population of 
internet users that use search engines as 
their homepage. This provides us ample 
opportunity to capture revenue through 
product sales and searches through our 
Google partnership. 
 
Recent Events 

March 25, 2009 - Incredimail Board 
Approves $4.6 Million Dividend 
Continuation Of Share Buyback Program 

March 12, 2009 – IncrediMail Reports 
Record Revenue for 2008 

November 13, 2008 - Reports record 
revenues of $5.9M with $0.1M Net 
Income for Q3 2008 

October 23, 2008 – Announces sale of $5 
million of Auction Rate Securities at Par 
Value  

How we Monetize our Products 

Revenue Streams 
• Generating searches and sharing in the revenues with the provider of 

the search engine  
• Selling premium software products and services 
 
 
Growth Strategy 
• Expand search collaboration properties and drive increased traffic to 

search tools 
• Increase the momentum of product downloads by email users who have 

received mail sent with IncrediMail Xe 
• Enhance product offerings and increase user sales 
• Avoid offensive market tools: spam, spyware 
• Continue focus on online consumer market  

April 2009 
 



 
• IncrediMail Xe 

Flagship product, free of charge. Includes 
anti-spam features 

• IncrediMail Premium 
Enhanced notifier, skins, bonus content, 
advanced account access, voicemail recorder 
and customer support  

• IncrediMail Letter Creator 
Allows users to personalize email letters and 
ecards for IncrediMail XE 

• Emoticon Super Pack  
Add on a package of emoticons 

• The Gold Gallery  
Licensed-based content product, all graphics 
users need to additionally customize their 
emails and ecards 

• JunkFilter Plus  
An advanced anti-spam add on based on 
Recurrent Pattern Detection Technology 
(RPD) 

• Magentic  
An enhancement to computer desktops, 
enabling customization to workspaces  

• HiYo 
Graphic enhancement to users instant 
messaging system 

• IncrediGames 
A reliable resource for constantly updated, 
fun casual online games, collaborated with 
Oberon-Media 

 
 
 
 
 
 
 
 
 
 
 
 

Management 
 

Ofer Adler - Co-Founder, Chief Executive Officer, and Chief 
Product Officer 
 
Jeff Holzmann - President IncrediMail Inc. 
 
Yacov Kaufman - Chief Financial Officer and Principal 
Accounting Officer 
 
Dan Blumenfield - Chief Marketing Officer 
 
Yuval Hamudot - Chief Technology officer 

Contact 
IncrediMail, Inc. 
Rockefeller Center 
1230 Avenue of Americas 
New York, NY 10020 
Jeff@icredimail.com 
www.incredimail-corp.com 
 
Investor Relations 
Todd Fromer/ Marybeth Csaby 
KCSA Strategic Communications 
880 Third Avenue, New York NY 10022 
tfromer@kcsa.com / mcsaby@kcsa.com 
(212) 896-1215 / 1236 
 

   

Partners 

Sales, marketing and distribution 
 
Distribution of registered users and 
products by territory 
 
                          Registrations     Products 
Europe          55%              36% 
N. America         25%              52% 
S. America              11%               3% 
Oceania                    2%                6% 
Other                        7%                3% 
 

Quarterly Results 

Products and Subscription Based Revenue 



  Costs incurred by the Company between completion of the working model and the point at 
which the product is ready for general release, have been capitalized.  

 
 
  Capitalized software development costs are amortized commencing with general product release, 

by the greater of the amount computed using the: (i) ratio that current gross revenues from sales 
of the software to the total of current and anticipated future gross revenues from sales of that 
software, or (ii) the straight-line method over the estimated useful life of the product.  

 
 
  m.  Income taxes:  
 
 
  The Company accounts for income taxes in accordance with SFAS No. 109, “Accounting for 

Income Taxes”. This Statement prescribes the use of the liability method whereby deferred tax 
assets and liability account balances are determined based on differences between financial 
reporting and tax bases of assets and liabilities and are measured using the enacted tax rates and 
laws that will be in effect when the differences are expected to reverse. The Company provides a 
valuation allowance, if necessary, to reduce deferred tax assets to their estimated realizable 
value.  

 
 
  On January 1, 2007, the Company adopted FASB Interpretation No. 48, “Accounting for 

Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109” (FIN 48). FIN 48 
contains a two-step approach to recognizing and measuring uncertain tax positions accounted for 
in accordance with SFAS No. 109. The first step is to evaluate the tax position taken or expected 
to be taken in a tax return by determining if the weight of available evidence indicates that it is 
more likely than not that, on an evaluation of the technical merits, the tax position will be 
sustained on audit, including resolution of any related appeals or litigation processes. The second 
step is to measure the tax benefit as the largest amount that is more than 50% likely to be 
realized upon ultimate settlement.  

 
 
  The Company classifies interest as tax expenses. The Company’s policy for interest related to 

income tax exposures was not impacted as a result of the adoption of the recognition and 
measurement provisions of FIN No. 48.  

 
 
  As a result of the implementation of FIN No. 48, the Company recognized a $ 83 increase in 

liability for unrecognized tax benefits, which was accounted for as an decrease to the January 1, 
2007 balance of retained earnings.  
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INCREDIMAIL LTD. AND ITS SUBSIDIARIES
   
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

   



 
 
NOTE 
2:  

–  SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 
 
   n.  Advertising costs:  
 
 
  Advertising costs are expensed as incurred. Advertising costs for the years ended December 31, 

2005, 2006 and 2007 amounted to $ 35,000, $ 218,000 and $ 1,411,000, respectively.  
 
 
   o.  Content costs:  
 
 
  The Company assembles content for the use of its customers through purchases of a variety of 

creative and diverse graphics, sound and multimedia from third party manufacturers and through 
internal creation of such content. In 2005 and 2006, the Company expensed content costs as 
incurred. Effective January 1, 2007, the Company changed its accounting policy for recognizing 
costs of database contents acquired from third parties. Under the new policy, these costs are 
capitalized and amortized over their estimated useful life of three years. The Company 
determined that this change in accounting principle is preferable in the circumstances from the 
following reasons: (1) content database is acquired and added to the Company’s library, (2) 
being developed and subsequently billed by independent third parties, the market value of this 
content is easily determined. This content is being used by the Company’s customers over 
several years and does not get depleted. The customers cease using the content after several 
years when it becomes no longer attractive or innovative. Prior periods have not been restated 
due to immateriality.  

 
 
  Content costs for the years 2005 and 2006 amounted to $ 139,000 and $ 198,000, respectively. 

Content costs in 2007 amounted to $ 353,000, of which $ 84,000 was capitalized and the 
remaining expensed as incurred. Amortization of capitalized content costs in 2007 amounted to $
17,000.  

 
 
  p. Concentrations of credit risk: 
 
 
  Financial instruments that potentially subject the Company to concentrations of credit risk 

consist principally of cash and cash equivalents, bank deposits, marketable securities and trade 
receivables.  

 
 
  The majority of the Company’s cash and cash equivalents and bank deposits are invested mainly 

in dollar instruments with major banks in the U.S. and Israel. Management believes that the 
financial institutions that hold the Company’s investments are financially sound and 
accordingly, low credit risk exists with respect to these investments.  

 
 
  The Company’s marketable securities consist of investment-grade corporate debentures, 



government debentures and equity securities.  
 
 
  The Company is subject to a minimal amount of credit risk with respect to sales of the 

Company’s software products and content database, as these sales are primarily obtained 
through credit card sales. The Company’s major customer is financially sound, and the Company 
believes minimal credit risk is associated with this customer. To date, the Company has not 
experienced any material bad debt losses.  

 
 
   q.  Severance pay:  
 
 
  The Company’s liability for severance pay is calculated pursuant to Israeli Severance Pay Law 

based on its employees’ most recent monthly salaries, multiplied by the number of years of their 
employment, or a portion thereof, as of the balance sheet date. This liability is fully provided for 
by monthly deposits in insurance policies and by an accrual.  
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INCREDIMAIL LTD. AND ITS SUBSIDIARIES
   
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

   
 
 
NOTE 
2:  

–  SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 
 
  The deposited funds include profits accumulated up to the balance sheet date. The deposited 

funds may be withdrawn only upon the fulfillment of the obligation pursuant to Israeli Severance
Pay Law or labor agreements. The value of the deposited funds is based on the cash surrendered 
value of these policies and includes immaterial profits.  

 
 
  Severance expenses for the years ended December 31, 2005, 2006 and 2007 amounted to 

$ 158,000, $ 405,000 and $ 499,000 respectively.  
 
 
  r. Net earnings (loss) per Ordinary share: 
 
 
  In 2005 and 2006, the Company applied the two-class method as required by Emerging Issues 

Task Force (“EITF”) No. 03-6, “Participating Securities and the Two-Class Method under FASB 
Statement No. 128, “Earnings per Share” (SFAS 128). EITF No. 03-6 requires the income per 
share for each class of shares (Ordinary shares and Preferred shares) to be calculated assuming 



100% of the Company’s earnings are distributed as dividends to each class of shares based on 
their contractual rights. In 2007, the Company had only one class of shares.  

 
 
  Basic net earnings (loss) per Ordinary shares are computed based on the weighted average 

number of Ordinary shares outstanding during each year. Diluted net earnings (loss) per 
Ordinary share are computed based on the weighted average number of Ordinary shares 
outstanding during each year, plus dilutive potential Ordinary shares considered outstanding 
during the year, in accordance with SFAS No. 128, “Earnings per Share”.  

 
 
  The total weighted average number of Ordinary shares related to the outstanding options 

excluded from the calculations of diluted net earnings per Ordinary share because these 
securities are anti-dilutive was 539,609 for the year ended December 31, 2006. None were 
excluded from this calculation in 2005. Because of the loss in 2007, all options were excluded 
from the calculation of diluted net loss per share.  

 
 
  Basic and diluted net earnings per Preferred shares were not presented in the consolidated 

financial statements.  
 
 
  s. Accounting for stock-based compensation: 
 
 
  On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004), “Share-Based 

Payment” (“SFAS 123(R)”) which requires the measurement and recognition of compensation 
expense based on estimated fair values for all share-based payment awards made to employees 
and directors. SFAS 123(R) supersedes Accounting Principles Board Opinion No. 25, 
“Accounting for Stock Issued to Employees” (“APB 25”), for periods beginning in fiscal year 
2006. In March 2005, the Securities and Exchange Commission issued Staff Accounting 
Bulletin No. 107 (“SAB 107”) relating to SFAS 123(R). The Company has applied the 
provisions of SAB 107 in its adoption of SFAS 123(R).  

 
 
  SFAS 123(R) requires companies to estimate the fair value of equity-based payment awards on 

the date of grant using an option-pricing model. The value of the portion of the award that is 
ultimately expected to vest is recognized as an expense over the requisite service periods in the 
Company’s consolidated statements of operations. Prior to January 1, 2006, the Company 
applied the intrinsic value method of accounting for stock options as prescribed by APB 25, 
whereby compensation expense is equal to the excess, if any, of the market price of the stock 
over the exercise price at the grant date of the award.  
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INCREDIMAIL LTD. AND ITS SUBSIDIARIES
   
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  



   
 
 
NOTE 
2:  

–  SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 
 
  The Company adopted SFAS 123(R) using the modified prospective transition method, which 

requires the application of the accounting standard starting from January 1, 2006, the first day of 
the Company’s fiscal year 2006. Under that transition method, compensation cost recognized in 
the year ended December 31, 2006, includes: (a) compensation cost for all share-based payments 
granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair value 
estimated in accordance with the original provisions of Statement 123, and (b) compensation 
cost for all share-based payments granted subsequent to January 1, 2006, based on the grant-date 
fair value estimated in accordance with the provisions of Statement 123(R). Results for prior 
periods have not been restated.  

 
 
  The Company recognizes compensation expenses for the value of its awards, which have graded 

vesting based on the straight line method over the requisite service period of each of the awards, 
net of estimated forfeitures. Estimated forfeitures are based on actual historical pre-vesting 
forfeitures.  

 
 
  The Company estimates the fair value of stock options granted using the Binomial method 

option-pricing model. The option-pricing model requires a number of assumptions, of which the 
most significant are expected stock price volatility and the expected option term. Expected 
volatility was calculated based upon an average between historical volatilities of the Company, 
similar entities and industry sector index similar to the Company’s characteristics, since it does 
not have sufficient company specific data due to it recent IPO.  

 
 
  The expected option term represents the period that the Company’s stock options are expected to 

be outstanding and was determined based on past exercise employee behavior. The risk-free 
interest rate is based on the yield from U.S. Treasury zero-coupon bonds with an equivalent 
term. The Company has no foreseeable plans to pay dividends.  

 
 
  The fair value of the Company’s stock options granted to employees and directors was estimated 

using the following weighted average assumptions:  
 

  
Year ended December 31, 

  
2006 2007 

     
    
    

 Risk free interest rate 4.8% 4.1% 
 Dividend yield 0% 0% 
 Expected volatility 41%-71.9% 46.9%-59.8%
 Weighted average volatility 56.3% 53.4% 



 Expected term (years) 3.95  4.175  
 
 
  *)  No options were granted to employees in 2005.  
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INCREDIMAIL LTD. AND ITS SUBSIDIARIES
   
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

   
 
 
NOTE 
2:  

–  SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 
 
  The following table illustrates the effect on net income and earnings per share if the Company 

had applied the fair value recognition provisions of SFAS No. 123 to options granted under the 
Company’s stock option plans for the year ended December 31, 2005. For purposes of this pro 
forma disclosure, the value of the options is estimated using a Black-Scholes-Merton option-
pricing formula.  

 

  

Year ended 
December 31, 

2005 

    
   
   
   

 Net income - as reported   $ 1,149 
 Add Stock-based employee compensation-included in reported net income    143 
 Deduct Stock-based employee compensation - fair value    (312)
  
       
 Pro forma net income   $ 980 
  
 Basic net earnings per Ordinary share as reported   $ 0.17 
  
 Diluted net earnings per Ordinary share as reported   $ 0.16 
  
 Pro forma basic net earnings per Ordinary share   $ 0.15 
  
 Pro forma diluted net earnings per Ordinary share   $ 0.14 
  



 
 
  t. Fair value of financial instruments: 
 
 
  The following methods and assumptions were used by the Company in estimating its fair value 

disclosures for financial instruments:  
 
 
  1.  The carrying amounts of cash and cash equivalents, short-term bank deposits, other 

receivables, trade payables and other payables approximate their fair value due to the short-
term maturity of such instruments.  

 
 
  2.  The fair value of short term marketable securities is based on quoted market prices.  
 
 
  3.  For long-term marketable security not actively traded – fair value is estimated using values 

obtained from the Company’s asset managers. To estimate the value of this investment the 
asset managers employ various models that take into consideration such factors, among 
others, as the credit rating of the issuer, effective maturity of the security, yields on 
comparably rated publicly traded securities. The actual value at which such security could 
actually be sold or settled with a willing buyer or seller may differ from such estimated fair 
values depending on a number of factors including, but not limited to, current and future 
economic conditions, the quantity sold or settled, the presence of an active market and the 
availability of a willing buyer or seller.  

 
 
  4.  The fair value of derivative instruments is estimated by quotes from the bank.  
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INCREDIMAIL LTD. AND ITS SUBSIDIARIES
   
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

   
 
 
NOTE 
2:  

–  SIGNIFICANT ACCOUNTING POLICIES (Cont.)  

 
 
  u. Recently issued accounting pronouncements: 
 
 
  In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 157, 

“Fair Value Measurements” (“SFAS No. 157”). This Standard defines fair value, establishes a 



framework for measuring fair value in generally accepted accounting principles and expands 
disclosures about fair value measurements. The provisions of SFAS No. 157 are effective for the 
Company beginning January 1, 2008. The FASB issues a FASB Staff Position (FSP) to defer the 
effective date of SFAS No. 157 for one year for all nonfinancial assets and nonfinancial 
liabilities, except for those items that are recognized or disclosed at fair value in the financial 
statements on a recurring basis. The Company does not expect the adoption will have material 
impact on its consolidated financial statements.  

 
 
  In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets 

and Financial Liabilities” (“SFAS No. 159”). SFAS No. 159 permits companies to choose to 
measure certain financial instruments and certain other items at fair value. The standard requires 
that unrealized gains and losses on items for which the fair value option has been elected to be 
reported in earnings. The provisions of SFAS No. 159 are effective for the Company beginning 
January 1, 2008. The Company does not expect the adoption of SFAS No. 159 will have an 
impact on its consolidated financial statements.  

 
 
  In December 2007, the FASB issued SFAS No. 141 (revised 2007), “Business Combinations” 

(“SFAS 141R”). SFAS 141R establishes principles and requirements for how an acquirer 
recognizes and measures in its financial statements the identifiable assets acquired, the liabilities 
assumed, any non controlling interest in the acquiree and the goodwill acquired. SFAS 141R 
also establishes disclosure requirements to enable the evaluation of the nature and financial 
effects of the business combination. SFAS 141R is effective for fiscal years beginning after 
December 15, 2008. Earlier adoption is prohibited. The Company believes that the adoption of 
SFAS 141R could have an impact on its consolidated financial statements; however, the impact 
would depend on the nature, terms and magnitude of acquisitions it consummates in the future.  

 
 
NOTE 
3:  

–  MARKETABLE SECURITIES AND LONG-TERM INVESMENT  

 
 
   a.  Marketable securities:  
 
 
  The Company’s marketable securities are classified as available-for-sale securities and are 

carried at fair value. The following table summarizes amortized costs, gross unrealized holding 
gains and losses and market value of marketable securities as of December 31, 2006 and 2007:  

 

  
Amortized cost 

Gross unrealized 
gains 

Gross unrealized 
losses 

  
December 31, December 31, December 31, 

  
2006 2007 2006 2007 2006 2007 

  
U.S. dollars in thousands 

         

 
Corporate 
debentures   $ 11,783 $ 16,922 $ 165 $ 134 $ 13 $ 3 $

 
Government 
debentures    5,320  50  1  -  1  -  



 
Equity 
securities    124  709  2  1  -  2  
    
                    
     $ 17,227 $ 17,681 $ 168 $ 135 $ 14 $ 5 $
    
 
 
  The amortized cost of marketable securities as of December 31, 2007 was reduced by $ 247,000 

to reflect other-than-temporary impairment that was recorded in 2007 with respect to these 
securities.  

 

F - 18 

 
 

INCREDIMAIL LTD. AND ITS SUBSIDIARIES
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NOTE 
3:  

–  MARKETABLE SECURITIES AND LONG-TERM INVESMENT (Cont.)  

 
 
  The following table summarizes the carrying amount of available-for-sale debt marketable 

securities at December 31, 2007, segregated based on their scheduled maturities:  
 

  

U.S. dollars in 
thousands 

    
   
   
   

 Due within one year    $ 7,211 
 Due after one year through five years     6,597 
 Due after five years through ten years     2,116 
 Due after ten years     1,179 
  
        
      $ 17,103 
  
 
 
   b.  Long-term investment:  



 
 
  At December 31, 2007, the Company had $ 5,000,000 of principal invested in Auction Rate 

Security (“ARS”). The ARS held by the Company is a private placement security with long-term 
nominal maturities for which the interest rates are reset through an auction each month. The 
monthly auctions historically have provided a liquid market for these securities. Some of the 
underlying collateral for the ARS held by the Company consists of sub-prime mortgages.  

 
 
  At the time of purchase the ARS investment had Aaa/AAA credit ratings. With the liquidity 

issues experienced in global credit and capital markets, the ARS held by the Company at 
December 31, 2007 have experienced multiple failed auctions as the amount of securities 
submitted for sale has exceeded the amount of purchase orders. This security was rated A3*-
/AAA as of December 31, 2007.  

 
 
  The estimated market value of the Company’s ARS holdings at December 31, 2007 was 

$100,000, which reflects a $ 4,900,000 adjustment to the principal value of $ 5,000,000. 
Although the ARS continue to pay interest according to their stated terms, based on valuation 
models and an analysis of other-than-temporary impairment factors, the Company has recorded a 
pre-tax impairment charge of $ 4,900,000 in the fourth quarter of 2007 in the financial expenses, 
reflecting the ARS holdings that the Company has concluded have other-than-temporary decline 
in value.  

 
 
  Given the failed auctions, the Company’s ARS are illiquid until there is a successful auction for 

them. Accordingly, the entire amount of such remaining ARS has been classified as a long-term 
investment.  

 
 
  On February 19, 2008, the Company was notified that this security was downgraded by S&P to 

CCC and on April 4, 2008, the security was downgraded by Moody’s to B3 and on CreditWatch 
with negative implications.  
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NOTE 
4:  

–  PROPERTY AND EQUIPMENT  

 

  
December 31, 

  2006 2007 



  
U.S. dollars in thousands 

     
    

 Cost:        
    Computers and peripheral equipment   $ 1,335 $ 2,125 
    Office furniture and equipment    222   278 
    Leasehold improvements    165   631 
    Automobiles    30   41 
   
          
      1,752   3,075 
 Accumulated depreciation    875   1,267 
   
          
 Depreciated cost   $ 877 $ 1,808 
   
 
 
  Depreciation expenses totaled $ 69,000, $ 242,000 and $ 402,000 for the years ended December 31, 

2005, 2006 and 2007, respectively.  
 
 
NOTE 
5:  

–  OTHER INTANGIBLE ASSETS  

 
 
  a. Other intangible assets: 
 

  
December 31, 

  
2006 2007 

  
U.S. dollars in thousands 

     
    

 Original amounts:        
   Capitalized software development costs   $ 76 $ 76 
   Capitalized content costs    -   84 
   Core technology    268   115 
      344   275 
   
 Accumulated amortization:        
   Capitalized software development costs    -   39 
   Capitalized content costs    -   17 
   Core technology    3   55 
   



          
      3   111 
   
          
 Other intangible assets, net   $ 341 $ 164 
   
 
 
  b.  Amortization expense amounted to $0, $3,000 and $108,000 for the years ended December 31, 

2005, 2006 and 2007, respectively.  
 
 
  c.  Estimated amortization expense for the years ended December 31, (excluding amortization of 

capitalized software development costs):  
 

  

U.S. dollars 
in thousands 

    
   
   
   

 2008     $ 43 
 2009      43 
 2010      26 
 2011      15 
  
        
      $ 127 
  
 
 
  d.  For impairment loss see Note 2(i).  
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NOTE 
6:  

–  GOODWILL  



 
 
  The changes in the carrying amount of goodwill for the years ended December 31, 2006 and 2007 are 

as follows:  
 

  
December 31, 

  
2006 2007 

  
U.S. dollars in thousands 

     
    

 Goodwill, beginning of the year    $ - $ 288 
 Addition in respect of Bizchord acquisition    288  - 
 Goodwill impairment    -  (163)
   
     
  Goodwill, end of year   $ 288 $ 125 
   
 
 
NOTE 
7:  

–  ACCRUED EXPENSES AND OTHER LIABILITIES  

 

  
December 31, 

  
2006 2007 

  
U.S. dollars in thousands 

     
    

 Employees and payroll accruals   $ 946 $ 1,443 
 Government authorities    1,350   1,296 
 Accrued expenses    580   505 
   
     
     $ 2,876 $ 3,244 
   
 
 
NOTE 
8:  

–  COMMITMENTS AND CONTINGENT LIABILITIES  

 
 
  Lease commitments:  
 
 
  The Company rents its facilities under an operating lease agreement with an initial term expiring in 



2011, with an option for additional two years.  
 
 
  Future minimum lease commitments under non-cancelable operating leases for the years ended 

December 31, are as follows:  
 

  

U.S. dollars in 
thousands 

    
   
   
   

 2008    $ 563 
 2009     563 
 2010     563 
 2011     563 
  
    
     $ 2,252 
  
 
 
  Total rent expenses for the years ended December 31, 2005, 2006 and 2007 amounted to $ 75,000, $ 

118,000 and $ 337,000 respectively.  
 
 
  The Company leases its motor vehicles under cancelable operating lease agreements. The minimum 

payment under these operating leases, upon cancellation of these lease agreements amounted to $ 93 
as of December 31, 2007. Total lease expenses for the years ended December 31, 2005, 2006 and 
2007 amounted to, $ 155,000, $ 206,000 and $ 373,000, respectively.  
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NOTE 
9:  

–  INCOME TAXES  

 
 
  a. Tax benefits under the Israel Law for the Encouragement of Capital Investments, 1959 (the 

“Law”): 



 
 
  Two programs of the Company have been granted “Approved Enterprise” status under the Law. 

For these programs, the Company has elected alternative benefits, waiving grants in return for 
tax exemptions. These benefits include a tax-exemption for a period of two years and taxation at 
the reduced corporate tax rate of 25% for an additional period of five to eight years thereafter. 
The benefit period commenced in 2003 and in 2005 for the first and second programs, 
respectively.  

 
 
  The period of tax benefits detailed above is subject to limits of the earlier of 12 years from the 

commencement of production or 14 years from receiving the approval. The entitlement to the 
above benefits is subject to fulfilling the conditions stipulated by the Law, regulations published 
thereunder and instruments of approval for the specific investments in “Approved Enterprises”. 
In the event of failure to comply with these conditions, the benefits may be canceled and the 
Company may be required to refund the amount of the benefits, in whole or in part, including 
interest. As of December 31, 2007, management believes that the Company meets all conditions 
of the approvals.  

 
 
  On July 20, 2005, the shareholders of the Company approved a dividend distribution in an 

amount of approximately $ 4,300,000, which was paid on July 27, 2005. An amount of 
approximately $ 2,800,000 was paid out of the tax exempt profit. As a result of the distribution 
of tax-exempt profit, the Company recorded tax expense in an amount of approximately $ 
937,000 in the year ended December 31, 2005.  

 
 
  On April 1, 2005, an amendment to the Law came into effect (“the Amendment”) and has 

significantly changed the provisions of the Law. The Amendment limits the scope of enterprises 
which may be approved by the Investment Center by setting criteria for the approval of a facility 
as a “Beneficiary Enterprise” (rather than the previous terminology of Approved Enterprise), 
such as a provision requiring that at least 25% of the “Beneficiary Enterprise’s” income will be 
derived from export. Additionally, the Amendment enacted major changes in the manner in 
which tax benefits are awarded under the Law so that companies are no longer required for 
Investment Center approval in order to qualify for tax benefits. The period of tax benefits for a 
new “Beneficiary Enterprise” commences in the “Year of Commencement”. This year is the 
later of: (1) the year in which taxable income is first generated by the Company, or (2) a year 
selected by the Company for commencement, on the condition that the Company meets certain 
provisions provided by the Law (“Year of Election”).  

 
 
  If a company requested the “Alternative Package” of benefits for an Approved Enterprise under 

the old law before the 2005 amendment, it is precluded from filing a Year of Election notice for 
a “Beneficiary Enterprise” for three years after the year in which the Approved Enterprise was 
activated.  

 
 
  In addition, the Law provides that terms and benefits included in any letter of approval already 

granted will remain subject to the provisions of the law as they were on the date of such 
approval. Therefore, the two existing Approved Enterprises will not be subject to the provisions 
of the Amendment.  

 
 



  The Company has one “Beneficiary Enterprise” plan. As of December 31, 2007, the period of 
benefits under the Beneficiary Enterprise first program has not commenced yet.  
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9:  

–  INCOME TAXES (Cont.)  

 
 
  As a result of the amendment, tax-exempt income generated under the provisions of the 

amended law, will subject the Company to taxes upon dividend distribution or complete 
liquidation.  

 
 
  As of December 31, 2007, approximately $ 6,690,000 is tax-exempt attributable to its various 

Approved Enterprise programs. If such tax exempt income is distributed (other than in respect of 
the first two programs upon the complete liquidation of the Company), it would be taxed at the 
reduced corporate tax rate applicable to such profits (currently 25%) and an income tax liability 
of up to approximately $ 1,672,000 would be incurred as of December 31, 2007. The Company 
has decided not to declare dividends out of such tax-exempt income, and accordingly, no 
additional deferred tax liabilities have been provided for.  

 
 
  Income of the Company from sources other than the Approved Enterprise and Beneficiary 

Enterprise during the period of benefits is taxable at the regular corporate tax rate.  
 
 
  b. Corporate tax rates in Israel: 
 
 
  Taxable income of Israeli companies is subject to tax at the rate of 29% in 2007, 27% in 2008, 

26% in 2009 and 25% in 2010 and thereafter.  
 
 
  c. Deferred tax assets, net: 
 
 
  Deferred taxes reflect the net tax effect of temporary differences between the carrying amounts 

of assets and liabilities for financial reporting purposes and the amounts used for tax purposes. 
Components of the Company’s deferred tax assets are as follows:  

 



  
December 31, 

  
2006 2007 

  
U.S. dollars in thousands 

     
    

 Employee benefits  $ 110  $ 138 
 Research and development expenses   350   181 
 Issuance costs   223   123 
 Other-than-temporary impairment on marketable securities       
    and ARS   -   1,287 
 Impairment of intangible assets and goodwill   -   36 
   
         
 Deferred tax assets, before valuation allowance  $ 683  $ 1,765 
 Valuation allowance *)   -   (1,287)
   
         
 Deferred tax assets  $ 683  $ 478 
 Deferred tax liability   (44)  (18)
   
         
    $ 639  $ 460 
   
 
 
  *)  The Company recorded a valuation allowance with respect to deferred tax assets related to 

other-than-temporary impairment on marketable securities and ARS, due to current 
uncertainty of whether the Company will produce sufficient capital gains in the future, 
which are considered a source of income required to offset losses from marketable 
securities under the Israeli Tax Law.  
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  d.  A reconciliation of the Company’s effective tax rate to the statutory tax rate in Israel is as 
follows:  

 

   
Year ended December 31, 

   
2005 2006 2007 

   
U.S. dollars in thousands 

       
      
     Income (loss) before taxes on income   $ 2,931 $ 3,242  $ (1,369)
      
                  
     Statutory tax rate in Israel    34%  31%  29%
      
                  
     Theoretical income tax expense   $ 997 $ 1,005  $ (397)

  
   Increase (decrease) in tax expenses 
resulting            

        from:            
                  
     Income taxes due to dividend paid out of tax    
        exempt income    937  -   - 
     "Approved Enterprise" benefits    (442)  (409)  (77)
     Non-deductible expenses    83  234   358 
     Previous years taxes    -  (68)  - 
     Other-than-temporary impairment on marketable    
        securities and ARS    -  -   1,493 
     Other    207  3   16 
      
                  
     Taxes on income   $ 1,782 $ 765  $ 1,393 
      
                  

  
   Net earnings (loss) per Ordinary share - 
amounts            

  
      of the benefit resulting from the 
"Approved            

        Enterprise" status:            
        Basic   $ 0.07 $ 0.05  $ (0.01)
      
                  
        Diluted   $ 0.06 $ 0.04  $ (0.01)
      
                  
 e.   Income taxes are comprised as follows:    
                  
     Deferred tax benefit (expense)   $ (27) $ (70) $ 106 



     Tax expense in respect of dividend paid out of    
        tax exempt income    937  -   - 
     Current taxes    872  903   1,199 
     Previous years taxes    -  (68)  88 
      
                  
      $ 1,782 $ 765  $ 1,393 
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  f. Uncertain tax position: 
 
 
  A reconciliation of the beginning and ending balances of the total amounts of unrecognized tax 

benefits is as follows:  
 

  

U.S. dollars 
in thousands 

    
   
   
   

 Balance at January 1, 2007    $ 634 
 Increases in tax positions for current year *)     208 
  
        
 Balance at December 31, 2007 **)    $ 842 
  
 
 
  *)  Includes additions generated from changes in the Dollar/NIS exchange rate, adjustment to 

the CPI and accrued interest in the total amount of $88,000.  



 
 
  **)  As of December 31, 2007 the unrecognized tax benefits included $799,000 of tax benefits, 

which if recognized, would reduce the Company’s annual effective tax rate.  
 
 
  As of December 31, 2007, the Company is subject to Israeli income tax examinations for the tax 

years 2003 through 2007 and to U.S. Federal income tax examinations for the tax years of 2006 
through 2007.  

 
 
NOTE 
10:  

–  SHAREHOLDERS’ EQUITY  

 
 
   a.  General:  
 
 
  All Ordinary share and per share data included in these consolidated financial statements for all 

periods presented have been retroactively adjusted to reflect the 38-to-one share split effected as 
share dividend that was effected immediately prior to the effectiveness of the registration 
statement dated January 30, 2006, and the increase of authorized share capital to 15,000,000, as 
approved by the Company’s shareholders on November 27, 2005.  

 
 
  b. Ordinary share rights: 
 
 
  The Ordinary shares entitle their holders to voting rights, the right to receive cash dividend and 

the right to a share in excess assets upon liquidation of the Company.  
 
 
   c.  Preferred shares:  
 
 
  Preferred shares of NIS 0.01 par value were issued in 2000 and had the same rights and 

privileges associated with Ordinary shares, and also redemption and conversion rights.  
 
 
  On March 3, 2005, 510 Preferred shares in the amount of $33,000 were converted into 19,380 

Ordinary shares of NIS 0.01 par value each. On February 3, 2006, upon closing of the 
Company’s IPO, 1,764,948 Preferred shares in the amount of $3,030,000 were converted into 
the same number Ordinary shares.  
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  d. Shares granted to non-employees: 
 
 
  In August 2006, the Company granted 7,500 restricted Ordinary shares to non-employee in 

respect of services granted to the Company. The shares vested on December 1, 2006.  
 
 
  In February 2007, the Company granted 7,500 restricted Ordinary shares to non-employee in 

respect of services granted to the Company. The shares vested on June 1, 2007.  
 
 
  The Company accounted for the grant in accordance with SFAS No. 123 and Emerging Issues 

Task Force (“EITF”) No. 96-18, “Accounting for Equity Instruments That are Issued to Other 
Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services”. Stock based 
compensation amounted to $60 and $63 in the years ended December 31, 2006 and 2007, 
respectively.  

 
 
  e. Share option plans: 
 
 
  In 1999, the Company adopted an employee share option plan (“the 1999 Option Plan”). Under 

the 1999 Option Plan, employees and officers of the Company were granted options to acquire 
Ordinary shares. The options to acquire Ordinary shares were granted at an exercise price of 
$ 0.00. Pursuant to the Plan, the Company reserved for issuance a total of 627,000 Ordinary 
shares. The Company granted options to purchase 617,500 shares.  

 
 
  As of December 31, 2007, no options from the 1999 Option Plan were outstanding and no more 

options may be granted under this plan.  
 
 
  In 2003, the Company adopted a share option plan (“the 2003 Option Plan”). Under the 2003 

Option Plan, employees, officers and non-employees may be granted options to acquire Ordinary 
shares. Pursuant to the 2003 Option Plan, the Company has reserved for issuance a total of 
1,368,000 Ordinary shares. As of December 31, 2007, 1,189,695 options were still available for 
future grant under the 2003 Option Plan.  

 
 
  Options granted under the 2003 Plan up to March 31, 2006 vested over three years from the 

grant date so that 40% vest after 12 months and an additional 30% vest after each 12 months 
thereafter. Subsequently, options under the 2003 Plan vested in 4 equal parts annually. The 
options expire no later than five years from the date of grant.  



 
 
  The Company recognizes compensation costs using the straight line attribution method, but not 

less than the grant date fair value of the options vested at the balance-sheet date.  
 
 
  A summary of the activity in the share options granted to employees and directors as of 

December 31, 2007 and related information is as follows:  
 

  

Number of 
options 

Weighted 
average 

exercise price 

Weighted 
average 

remaining 
contractual 

term 
Aggregate 
intrinsic 

value 

    
(Years) 

U.S. dollars 
in thousands 

       
      
      

 
Outstanding at January 1, 
2007    815,000 $ 5.19  1.72  $ 2,502 
 Granted    472,100 $ 7.21        
 Exercised    (68,985) $ 1.79        
 Forfeited    (108,795) $ 7.03        
    
                

 
Outstanding at December 
31, 2007    1,109,320 $ 6.08  3.58  $ 899 
    
                

 
Exercisable at December 31, 
2007    367,170 $ 4.35  2.34  $ 754 
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–  SHAREHOLDERS’ EQUITY (Cont.)  

 
 



  The weighted-average grant-date fair value of options granted during the years 2006 and 2007 
was $2.57 and $2.46, respectively. No options were granted in 2005.  

 
 
  As of December 31, 2007, the total compensation cost related to options granted to employees, 

not yet recognized amounted to $ 1,550,794. The cost is expected to be recognized over a 
weighted average period of 3.04 years.  

 
 
  Aggregate intrinsic value of options exercised in 2007 amounted to $ 444,673.  
 
 
  On January 23, 2008 the Company’s Board of Directors resolved to adopt a share buyback plan 

for a total of up to $ 3,750,000.  
 
 
NOTE 
11:  

–  SUPPLEMENTARY DATA ON SELECTED CONSOLIDATED STATEMENTS OF 
OPERATIONS  

 
 
  a. Financial income (expenses), net: 
 

  
Year ended December 31, 

  
2005 2006 2007 

  
U.S. dollars in thousands 

      
     

 Financial income:         

 
Interest from bank deposits and marketable 
securities   $ 156 $ 998 $ 1,033 

 Gains from marketable securities, net    -  151  - 
 Exchange rate differences , net    -  -  39 
 Other    -  -  198 
   
            
      156  1,149  1,270 
   
 Financial expenses:    

 
Losses from marketable securities and ARS, 
net    -  -  4,887 

 Exchange rate differences, net    135  68  - 
 Other    35  97  24 
   
            
      170  165  4,911 
   
            



     $ (14) $ 984 $ (3,641)
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  b. Net earnings (loss) per Ordinary share: 
 
 
  Computation of basic and diluted net earnings (loss) per share is as follows:  
 
 
  1.  Numerator:  
 

  
Year ended December 31, 

  
2005 2006 2007 

  

U.S. dollars in thousands 
(except share data) 

      
     

 Numerator for basic and diluted net          
    earnings (loss) per share -    
 Net income - (loss) as reported   $ 1,149 $ 2,477  $ (2,762)
 Net income attributable to Preferred    
    shareholders    (306)  (45)  - 
   
            
 Net income (loss) available to Ordinary         
    shareholders   $ 843 $ 2,432  $ (2,762)
   
 
 
  2.  Denominator:  

     



     
     
     
     

 Denominator for basic net earnings per         
    share -         

 
Weighted average number of Ordinary 
shares   4,869,698  8,982,201   9,442,658 

           
 Effect of dilutive securities:         
 Add - stock options   410,305  164,192   - 
   
           

 
Denominator for diluted net earnings 
per         

    share - adjusted weighted average         
    shares   5,280,003  9,146,393   9,442,658 
   
 
 
NOTE 
12:  

–  MAJOR CUSTOMER DATA  

 
 
  Major customer data as a percentage of total revenues:  
 

  
Year ended December 31, 

  
2005 2006 2007 

      
     
     
 Customer A    0%  14%  42%
     
 
 
  The Company relies upon a major customer, a loss of whom could cause a material adverse effect on 

the Company’s results of operations and financial position.  
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NOTE 
13:  

–  SEGMENT INFORMATION  

 
 
  a. Reportable segments information: 
 
 
  In 2007, following the acquisition of Bizchord, the Company determined that Bizchord is 

considered a reportable segment and provided summarized financial information as set forth 
below.  

 

  
Year ended December 31, 2007 

  
U.S. dollars in thousands 

  
Incredimail Bizchord 

Intercompany 
charges Total 

       
      
 Revenues   $ 18,647 $ 316 $ (288) $ 18,675 
    
               
 Gross profit (loss)   $ 17,307 $ (84) $ (288) $ 16,935 
    
               
 Operating expenses   $ 14,020 $ 931 $ (288) $ 14,663
    
               
 Operating income (loss)   $ 3,287 $ (1,015) $ -  $ 2,272 
    
 
 
   b.  Product lines:  
 
 
  Total revenues from external customers divided on the basis of the Company’s product lines are 

as follows:  
 

  
Year ended December 31, 

  
2005 2006 2007 

  
U.S. dollars in thousands 

      
     

 Software license  $ 4,104 $ 3,494 $ 3,128 



 Content database   1,665  2,463   2,526 
 Advertising   658  2,368   8,757 
 Collaborations   784  698   812 
 Anti-Spam   191  1,828   3,424 
 Bizchord - clearing house services   -  -   28 
   
           
    $ 7,402 $ 10,851 $ 18,675 
   
 
 
  c. Long-lived assets: 
 
 
  The following presents long-lived assets of December 31, 2006 and December 31, 2007:  
 

  
December 31, 

  
2006 2007 

     
    
    

 Incredimail    $ 951 $ 1,798 
 Bizchord     555   299 
   
           
      $ 1,506 $ 2,097 
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*  Confidential treatment has been requested with respect to certain portions of this exhibit pursuant to 
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INCREDIMAIL BOARD APPROVES $4.6 MILLION DIVIDEND AND 
CONTINUATION OF SHARE BUYBACK PROGRAM 

TEL-AVIV, Israel, March 25, 2009 -  IncrediMail Ltd., an Internet company, announced that its 
Board of Directors approved a cash dividend of just above its net income for 2008, distributing 
approximately $4.6 million, or $0.50 per share, subject to Israeli court approval and a tax pre-
ruling from the Israeli Tax Authority as required by Israeli law. 

In addition, IncrediMail’s Board elected to continue with the second phase of the Company's 
share buy-back program that authorizes purchases of up to an additional $1 million of its ordinary 
shares. The buyback is also subject to the receipt of approval from the Israeli courts and tax 
authorities. 

To date the Company has purchased approximately 335,000 ordinary shares in open market 
transactions under a buyback program announced on January 23, 2008. “We are confident in our 
expected results for 2009, and believe the dividend will allow shareholders to participate in our 
strong earnings success without sacrificing any of our future growth potential. The declaration of 
this dividend and continuing our share buyback program are important parts of our strategy as we 
will continue to maintain a strong capital position allowing for future growth, while at the same 
time enhancing our return on equity," stated Ofer Adler, the Company's Chief Executive Officer. 

The Company announced on March 12, 2009, that it had instituted a dividend policy whereby at 
least 50% of the Company's annual net income will be paid out as a dividend. Prior to the 
payment of any dividend, the Company will issue a press release announcing the payout, record 
and distribution dates. 

About IncrediMail Ltd. 

IncrediMail Ltd. (NASDAQ:MAIL - News) is an internet company that develops customized, 
downloadable graphic consumer applications used to generate search related revenues. The 
company’s award winning e-mail client product, IncrediMail Premium, is sold in over 100 
countries in 10 different languages. Other products include, HiYo a graphic add-on to instant 
messaging software, Magentic, a wallpaper and screensaver software, and PhotoJoy, software for 
presenting digital personal photos. 

About IncrediMail Ltd. 

IncrediMail Ltd. is an internet company that designs, markets and delivers high end personal 
desktop software. The company’s award winning e-mail client product, IncrediMail Premium, is 
sold in over 100 countries in 10 different languages. Other products include Magentic, a 
wallpaper and screensaver software for presenting digital personal photos, and HiYo, a graphic 
add-on to instant messaging software. 

Forward Looking Statements 
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This press release contains historical information and forward-looking statements within the 
meaning of The Private Securities Litigation Reform Act of 1995 with respect to the business, 
financial condition and results of operations of the Company. The words “believe,” “expect,” 
“intend,” “plan,” “should” and similar expressions are intended to identify forward-looking 
statements. Such statements reflect the current views, assumptions and expectations of the 
Company with respect to future events and are subject to risks and uncertainties. Many factors 
could cause the actual results, performance or achievements of the Company to be materially 
different from any future results, performance or achievements that may be expressed or implied 
by such forward-looking statements, including, among others, changes in the markets in which 
the Company operates and in general economic and business conditions, loss of key customers 
and unpredictable sales cycles, competitive pressures, market acceptance of new products, 
inability to meet efficiency and cost reduction objectives, changes in business strategy and 
various other factors, both referenced and not referenced in this press release. Various risks and 
uncertainties may affect the Company and its results of operations, as described in reports filed 
by the Company with the Securities and Exchange Commission from time to time. The Company 
does not assume any obligation to update these forward-looking statements. 

 
Contact: 

Jeff Holzmann 
President 
Jeff@IncrediMail.ihostexchange.net 
or 
KCSA Strategic Communications 
Marybeth Csaby 
212-896-1236 
mcsaby@kcsa.com 
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INCREDIMAIL REPOR INCREDIMAIL REPORTS RECORD 
IncrediMail Reports Record Revenues for 2008 

 
 

CEO Reiterates 2009 Guidance for Growth; $25 Million top-line 
and $5 Million EBITDA 

Board of Directors Initiates Annual Performance-based Dividend Program 

S RECORD REVENUES FOR 2008 

TEL AVIV, ISRAEL – March 12, 2009 - IncrediMail Ltd. (NASDAQ: MAIL, www.incredimail-
corp.com), an Internet company, today reported record financial results for the fourth quarter and 
the year ended December 31, 2008. 

Total revenue for the fourth quarter of 2008 rose 13% to $6.1 million, from $5.4 million in the 
same quarter in 2007. Net income for the fourth quarter 2008 was $4.4 million, or $0.47 per 
diluted share, compared to a net loss of $4.5 million, or ($0.47) per diluted share from the same 
period last year. 

Non-GAAP net income in the fourth quarter of 2008 was $0. 6 million, or $0.06 per diluted 
share, compared to $0.9 million, or $0.09 per diluted share, from the same period last year. 
Revenue for full-year 2008 climbed 17% to $21.9 million from $18.7 million in 2007. The 
increase in revenues resulted from a 50% year-over-year increase in search-related revenues 
which reached $11.7 million in 2008, while product and subscription sales remained stable. Net 
income for 2008 was $4.4 million, or $0.46 per diluted share, compared to a net loss of $2.8 
million, or ($0.29) per diluted share in 2007. Non-GAAP net income in 2008 was $2.1 million, or 
$0.22 per diluted share, compared to $3.2 million, or $0.34 per diluted share, in 2007. 

Commenting on the results, Mr. Ofer Adler, IncrediMail’s CEO, said, “2008 was another good 
year for IncrediMail despite the extremely challenging global market and fourth-quarter 
slowdown. Our top line growth for both periods were the best ever in Company’s history as we 
increased the number of registered downloads of our products and successfully monetized new 
users as part of our Search initiatives. 

“During the year, we increased our investment in media buying, which was designed to promote 
downloads of IncrediMail Xe, and to ‘jump-start’ the viral marketing of HiYo, our free add-on 
that provides users with tons of cool graphics for use with instant messaging. Our efforts did very 
well and within six-months of its introduction, HiYo accumulated over 3 million registered 
downloads, and has continued to climb virally since. 

“We also re-focused our business strategy and initiated several organizational changes to focus 
more on the lucrative search engine business. Also, to accommodate for these troubled times, we 
have scaled back on several projects, reduced our head count and operational expenses. As a 
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result of these streamlining efforts, we believe we have emerged as a leaner, more efficient and 
focused operation. 

The current business model, strategy and outlook for 2009 are very clear and positive. We are in 
trying times that clearly affect us; however, we continue to believe we shall meet our previously 
issued guidance of continued top-line growth, reaching $25 million revenues and $5.0 million 
EBITDA for fiscal year 2009.” 

Gross profit increased 19% to $20.1 million in 2008 from $16.9 million reported last year, with 
the gross profit margin widening to 92% in 2008. The increase in the gross profit margin is 
attributable to the growing portion of revenues from the search business, which is characterized 
by higher profit margins than that of software sales. 

Total operating expenses for 2008 were $19.9 million up $5.2 million, or 36%, compared to 
$14.7 million in 2007. Approximately 40% of the increase in operating expenses resulted from 
the Company’s investment in planned media buying expenses, totaling $3.5 million in 2008, 
compared to $1.4 million in 2007. 

R&D expense increased to $7.6 million in 2008 from $6.1 million in 2007, up 24%. The increase 
facilitated the release of new products, as well as updated versions of existing products. With the 
release of these new and enhanced products, R&D expenses are expected to decrease in 2009. 

In early 2008, the Company updated its strategy, focusing on the search business. As a result, 
reorganization costs were approximately $1.2 million in 2008, comprised primarily of 
compensation and termination benefits, and the write-down of software acquired and developed. 

Operating income in 2008 was $0.2 compared to $2.3 million in 2007. The decrease resulted 
from the increase in R&D, media buying and reorganization expenses. With the reorganization 
completed, and the goals for media buying met, enabling us to significantly reduce these 
expenses, the Company continues to expect EBITDA in excess of $5.0 million in 2009, as 
previously announced. 

Financial income in 2008 was $4.5 million, comprised of $4.8 million income from the sale of 
our Auction Rate Security investment in the fourth quarter of 2008, previously written-off in the 
fourth quarter of 2007 and partially offset by the negative returns on our investment portfolio. 

The Board and management have determined that the Company’s interest for enhancing 
shareholder value is best served by instituting a dividend policy whereby at least 50% of annual 
net income will be paid out as a dividend beginning with the Net Income for 2009. Declaring and 
issuing the dividend will be subject to the Board’s review of the Company’s financial conditions 
at the time. 

“We remain intently focused on supporting our search business and will continue to develop 
products and add-ons to help drive the success of our search business. We are combining that 
focus with a sharp eye on our cost structure to assure that we meet shareholders' expectations,” 
said Mr. Ofer Adler. “I would like to thank my over 100 co-workers for their continued effort and 
contribution to the growth of our company, and acknowledge our strong partnership with both 
Google and InfoSpace, which continue to be a key part of our business.” 
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Conference Call 
IncrediMail will host a conference call to discuss the results today, March 12th at 10:00 AM 
EST. We invite all those interested in participating in the call to dial 1-(888)-723-3163. Callers 
from Israel may access the call by dialing (03) 918-0650. Participants may also access a live 
webcast of the conference call through the Investor Relations section of IncrediMail's website at 
www.incredimail-corp.com. The webcast will be archived on the company’s website for seven 
days. 
 
About IncrediMail Ltd. IncrediMail Ltd. (NASDAQ: MAIL) is an internet company that 
develops customized, downloadable graphic consumer applications used to generate search 
related revenues The company’s award winning e-mail client product, IncrediMail Premium, is 
sold in over 100 countries in 10 different languages. Other products include, HiYo a graphic add-
on to instant messaging software, Magentic, a wallpaper and screensaver software, and PhotoJoy, 
software for presenting digital personal photos. 

Non-GAAP measures Use of Non-GAAP Financial Information - In addition to reporting 
financial results in accordance with generally accepted accounting principles, or GAAP, 
IncrediMail uses non-GAAP measures of net income and earnings per share, which are 
adjustments from results based on GAAP to exclude reorganization expenses and non-cash stock-
based compensation expenses. IncrediMail also uses EBITDA as a non-GAAP financial 
performance measurement. EBITDA is calculated by adding back to net income; interest, taxes, 
depreciation and amortization. IncrediMail's management believes the non-GAAP financial 
information provided in this release is useful to investors' understanding and assessment of 
IncrediMail’s on-going core operations and prospects for the future. The presentation of this non-
GAAP financial information is not intended to be considered in isolation or as a substitute for 
results prepared in accordance with GAAP. Management uses both GAAP and non-GAAP 
information as presented in this press release in evaluating and operating business internally and 
as such deemed it important to provide all this information to investors. These non-GAAP 
financial measures may differ materially from the non-GAAP financial measures used by other 
companies. Reconciliation between results on a GAAP and non-GAAP basis is provided in tables 
immediately following IncrediMail's Statement of Operations in this press release. 

Forward Looking Statements 

This press release contains historical information and forward-looking statements within the 
meaning of The Private Securities Litigation Reform Act of 1995 with respect to the business, 
financial condition and results of operations of the Company. The words “believe,” “expect,” 
“intend,” “plan,” “should” and similar expressions are intended to identify forward-looking 
statements. Such statements reflect the current views, assumptions and expectations of the 
Company with respect to future events and are subject to risks and uncertainties. Many factors 
could cause the actual results, performance or achievements of the Company to be materially 
different from any future results, performance or achievements that may be expressed or implied 
by such forward-looking statements, including, among others, changes in the markets in which 
the Company operates and in general economic and business conditions, loss of key customers 
and unpredictable sales cycles, competitive pressures, market acceptance of new products, 
inability to meet efficiency and cost reduction objectives, changes in business strategy and 
various other factors, both referenced and not referenced in this press release. Various risks and 
uncertainties may affect the Company and its results of operations, as described in reports filed 
by the Company with the Securities and Exchange Commission from time to time. The Company 
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does not assume any obligation to update these forward-looking statements. 
 
Contact Information 

For further information please contact: 

Jeff Holzmann IncrediMail NY, President 

Jeff@IncrediMail.com 

  

Todd Fromer / Marybeth Csaby KCSA Strategic Communications (212) 896-1215 / 212-896-
1236 
tfromer@kcsa.com/ mcsaby@kcsa.com 

 

INCREDIMAIL LTD. 

BALANCE SHEETS 

  

U.S. dollars in thousands (except share data) 

December 31,  

December 31, 

  

2008 

  

2007 

  

ASSETS 

  

CURRENT ASSETS: 

  

Cash and cash equivalents 

  

$ 7,835 

  

$ 4,611 

  

Short-term bank deposits 

  

-- 

  

1,000 

  

Marketable securities 18,790 17,811 
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Trade receivables 

  

2,194 

  

1,993 

  

Deferred taxes 

  

362 

  

368 

  

Other receivables and prepaid 
expenses 

  

4,941 

  

2,017 

  

Total current assets 

  

34,122 

  

27,800 

  

LONG-TERM ASSETS: 

  

Severance pay fund 

  

955 

  

1,037 

  

Deferred taxes 

  

328 

  

92 

  

Other long-term assets 

  

619 

  

740 

  

Property and equipment, net 

  

1,478 

  

1,808 

  

Goodwill 

  

-- 

  

125 

  

Other intangible assets, net 

  

149 

  

164 

  

Total long-term assets 

  

3,529 

  

3,966 
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Total assets 

  

$ 37,651 

  

$ 31,766 

  

LIABILITIES AND SHAREHOLDERS' EQUITY 

  

CURRENT LIABILITIES: 

  

Trade payables 

  

$ 1,948 

  

$ 1,546 

  

Deferred revenues 

  

2,605 

  

3,254 

  

Accrued expenses and other 
liabilities 

  

4,426 

  

3,244 

  

Total current liabilities 

  

8,979 

  

8,044 

  

LONG-TERM LIABILITIES: 

  

Deferred revenues 

  

1,743 

  

1,559 

  

Accrued severance pay 

  

1,385 

  

1,392 

  

Total long-term liabilities 

  

3,128 

  

2,951 

  

SHAREHOLDERS' EQUITY 
Shares issued and 
outstanding: 9,271,159 and 
9,475,943 at December 31, 

25,544 

  

20,771 
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2008 and 2007, respectively 

  

Total liabilities and 
shareholders' equity 

  

$ 37,651 
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IncrediMail Reports Record Revenues of $5.9M 

- Revenues Up 27% YOY - 

TEL AVIV, ISRAEL – November 13, 2008 - IncrediMail Ltd. (NASDAQ: MAIL, 
www.incredimail-corp.com), an Internet company, today reported financial results for 
the third quarter ended September 30, 2008. 

Revenues in the third quarter of 2008 were $5.9 million, up 27% compared with $4.6 
million in the third quarter of 2007, and up 12% sequentially from the second quarter of 
2008. The increase in revenues resulted from a 77% increase in search-related 
revenues which reached $3.3 million, partially offset by a decrease in product and 
subscription revenues. 

Total operating expenses in the third quarter of 2008 were $4.8 million, increasing $1.1 
million, or 30%, compared to $3.7 million in the third quarter of 2007. This increase was 
primarily attributable to the Company’s investment in planned media buying expenses, 
which increased more than four-fold, reaching $1 million in the third quarter of 2008, 
including those investments in its new HiYo instant messaging tool, which is not yet 
generating revenues. While the Company expects to spend an additional $1.5 million in 
this effort in the coming quarter, in the first quarter of 2009 it anticipats having a 
substantial user base for its  HiYo product that will allow it to expand primarily through 
organic growth and drastically reduce its media buying expenditures. 

Financial expenses in the third quarter of 2008 were $0.4 million, reflecting the negative 
returns on investments due to current market conditions, and does not include the $4.8 
million gain to be recorded in the fourth quarter from the sale of securities previously 
written down, as recently announced. 

The Company remained break-even with net profit according to U.S. GAAP (Generally 
Accepted Accounting Principles) of $0.1 million, or $0.01 per diluted share, for the third 
quarter of 2008, a decline from $0.3 million, or $0.03 per diluted share in the third 
quarter of 2007. 

Commenting on the results, Mr. Ofer Adler, IncrediMail’s CEO, said, “IncrediMail’s 
strategy to drive more profitable growth through increased Google search and 
subscription-based e-mail and instant messaging products is positively impacting our 
results. It is worth noting, that while Google remains our primary search partner, more 
than 15% of our search revenues are currently generated from other search providers 
with similar results, reducing our single source dependency. Our media buying efforts in 
the third quarter of 2008 have begun to bear fruit, as indicated by the increase in 
registrations in both our flagship IncrediMail product as well as in HiYo, our instant 
messaging add-on. In turn, this traction is driving an increase in higher-margin search 
business. These initial results give us confidence that we are on the right track and are 
creating a solid base for future growth in revenues and subsequently in profits.  Although 
these investments in marketing and media will continue to grow, we are doing so 
prudently and are constantly monitoring the effectiveness and long-term profitability of 
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this effort.  

“We are simultaneously investing in controlling and further reducing our other costs, 
creating a lean and effective business model. In order to do so, we recently reduced our 
staff size in the Israeli office by 13 employees. We feel that these cost cutting measures 
will help us achieve the efficiency we desire, and allow more flexibility during these 
unfavorable global economic conditions.” 

Mr. Adler continued, “We are pleased to report that HiYo continues its rapid growth, 
accumulating more than a million registered downloads in less than half a year since its 
introduction, and expect to introduce our revenue generating models in the coming 
months. Following the success of HiYo, we are preparing for the fourth-quarter launch of 
the new version of IncrediMail which will enhance the user’s experience. We believe that 
with our new growth strategy in place, the traction of our existing products and the 
launch of the new version of IncrediMail, we are well positioned to achieve our growth 
objectives going forward.  As to 2009, we currently expect to grow revenues by 20% 
over 2008, and achieve EBITDA of approximately $5 million.  

 

Conference Call  
IncrediMail will host a conference call to discuss the results today, November 13th at 
10:00 AM EST. We invite all those interested in participating in the call to dial  
1-(888)-642-5032.  Callers from Israel may access the call by dialing (03) 918-0650. 
Participants may also access a live webcast of the conference call through the Investor 
Relations section of IncrediMail's website at www.incredimail-corp.com. The webcast will 
be archived on the company’s website for seven days. 
 
About IncrediMail Ltd. 
IncrediMail Ltd. (NASDAQ: MAIL) is an internet company that designs, markets and 
delivers high end personal desktop software. The company’s award winning e-mail client 
product, IncrediMail Premium, is sold in over 100 countries in 10 different languages. 
Other products include Magentic, a wallpaper and screensaver software for presenting 
digital personal photos, and HiYo, a graphic add-on to instant messaging software.  
 
Non-GAAP measures   
Use of Non-GAAP Financial Information - In addition to reporting financial results in accordance 
with generally accepted accounting principles, or GAAP, IncrediMail uses non-GAAP measures 
of net income and earnings per share, which are adjustments from results based on GAAP to 
exclude reorganization expenses and non-cash stock-based compensation expenses. 
IncrediMail's management believes the non-GAAP financial information provided in this release 
is useful to investors' understanding and assessment of IncrediMail’s on-going core operations 
and prospects for the future. The presentation of this non-GAAP financial information is not 
intended to be considered in isolation or as a substitute for results prepared in accordance with 
GAAP. Management uses both GAAP and non-GAAP information in evaluating and operating 
business internally and as such deemed it important to provide all this information to investors. 

Forward Looking Statements 
This press release contains historical information and forward-looking statements within the meaning of 
The Private Securities Litigation Reform Act of 1995 with respect to the business, financial condition and 
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results of operations of the Company. The words “believe,” “expect,” “intend,” “plan,” “should” and similar 
expressions are intended to identify forward-looking statements. Such statements reflect the current 
views, assumptions and expectations of the Company with respect to future events and are subject to 
risks and uncertainties. Many factors could cause the actual results, performance or achievements of the 
Company to be materially different from any future results, performance or achievements that may be 
expressed or implied by such forward-looking statements, including, among others, changes in the 
markets in which the Company operates and in general economic and business conditions, loss of key 
customers and unpredictable sales cycles, competitive pressures, market acceptance of new products, 
inability to meet efficiency and cost reduction objectives, changes in business strategy and various other 
factors, both referenced and not referenced in this press release. Various risks and uncertainties may 
affect the Company and its results of operations, as described in reports filed by the Company with the 
Securities and Exchange Commission from time to time. The Company does not assume any obligation to 
update these forward-looking statements. 
 
Contact Information 
For further information please contact: 
 
Jeff Holzmann 
IncrediMail NY, President 
Jeff@IncrediMail.com 
 

David Burke / Marybeth Csaby 
KCSA Strategic Communications 
(212) 896-1258 / 212-896-1236 
dburke@kcsa.com / mcsaby@kcsa.com 
 

### Tables Follow ### 
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INCREDIMAIL LTD. 
BALANCE SHEETS 
U.S. dollars in thousands (except share data) 
 
   September 30,       December 31,
 2008  2007 

 (unaudited)  
ASSETS   
CURRENT ASSETS:  

Cash and cash equivalents $ 9,516  $ 4,611
Short-term bank deposits -- 1,000
Marketable securities 12,155 17,911
Trade receivables  2,239 1,993
Deferred taxes 272 368
Other receivables and prepaid expenses 4,352 2,017

Total current assets 28,752 27,900

LONG-TERM ASSETS:  
Severance pay fund 1,258 1,037
Deferred taxes 53 92
Long-term deposits  157 182
Restricted cash 472 458
Property and equipment, net 1,953 1,808
Goodwill 125 125
Other intangible assets, net 138 164

Total long-term assets 4,156 3,866

Total assets $ 32,690  $ 31,766
  
  
LIABILITIES AND SHAREHOLDERS' EQUITY  

CURRENT LIABILITIES:  
Trade payables $ 1,564  $ 1,546
Deferred revenues 2,863 3,254
Accrued expenses and other liabilities 3,976 3,244

Total current liabilities 8,403 8,044

LONG-TERM LIABILITIES:  
Deferred revenues  1,548 1,559
Accrued severance pay 1,665 1,392

Total long-term liabilities 3,213 2,951
  
SHAREHOLDERS' EQUITY 
Shares issued and outstanding: 9,492,073 and 9,475,943 

at September 30, 2008 and December 31, 2007, 
respectively 21,074 20,771

Total liabilities and shareholders' equity  $ 32,690  $ 31,766
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INCREDIMAIL LTD. 
STATEMENTS OF OPERATIONS 
U.S. dollars in thousands (except per share data), unaudited 
 
 

 
Quarter ended 
September 30, 

 Nine months ended 
September 30, 

 2008  2007  2008  2007 
     
Revenues $ 5,859 $ 4,597 $ 15,840 $ 13,317
Cost of revenues 467 463 1,355 1,170
  

Gross profit 5,392 4,134 14,485 12,147
  
Operating expenses:  

Research and development 1,842 1,469 5,917 4,127
Selling and marketing 2,046 1,214 4,999 3,285
General and administrative  918 990 3,322 2,686

  
Total operating expenses 4,806 3,673 14,239 10,098
  

Operating income  586 461 247 2,049
Financial income (expense), net (374) 287 (39) 952
     
Income before taxes on income 212 748 208 3,001
Taxes on income 156  431 199  1,221
     

Net income $ 56 $ 317 $ 9 $1,780
  
Net earnings (loss) per Ordinary 

share:  
  
Basic  $ 0.01 $ 0.03 $ 0.00 $ 0.19

Diluted $ 0.01 $ 0.03 $ 0.00 $ 0.18
  
Diluted weighted number of 

shares (in thousands) 9,543 9,528 9,468 9,644
  

Non-GAAP adjustment:  
Reorganization expenses -- -- $ 745 --
Stock based compensation $  389 $  201  911 $ 537

Non-GAAP net income $      445 $ 518 $    1,665 $    2,317
  

Non-GAAP net earnings per share :  
Basic $ 0.05 $ 0.05 $ 0.17 $ 0.25

Diluted $ 0.05 $ 0.05 $ 0.17 $ 0.24
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INCREDIMAIL ANNOUNCES SALE OF $5 MIILION OF AUCTION RATE 
SECURITIES AT PAR 

 

TEL-AVIV, Israel, October 23, 2008-   IncrediMail Ltd., an Internet company, announced today 
that it has sold $5.0 million of Auction Rate Securities (ARS) to Credit Suisse, which sold the 
securities to IncrediMail in July of 2007. IncrediMail will receive $5.0 million, (100% of par 
value) for the securities. 

In the fourth quarter of 2007, as a result of the well-publicized illiquidity in the ARS market, 
IncrediMail was required to take a $4.9 million non-cash impairment charge. The repurchase of 
the ARS by Credit Suisse will result in a one-time gain, net of legal costs, totaling $4.8 million, 
or approximately $0.50 per share, which will be included in the Company’s results for the fourth 
quarter of 2008. 

Commenting on the transaction, Yacov Kaufman, Chief Financial Officer of IncrediMail, stated, 
“The return of this investment enhances IncrediMail’s already strong balance sheet. The funds 
provide us with solid support during these turbulent times and will allow us to continue 
confidently in advancing our business model and the repurchase of shares under the previously 
authorized buy-back.” 

As of June 30, 2008, before receiving these proceeds, IncrediMail reported cash, cash equivalents 
and marketable securities of $23.4 million, or $2.44 per share. 

About IncrediMail Ltd. 

IncrediMail Ltd. is an internet company that designs, markets and delivers high end personal 
desktop software. The company’s award winning e-mail client product, IncrediMail Premium, is 
sold in over 100 countries in 10 different languages. Other products include Magentic, a 
wallpaper and screensaver software for presenting digital personal photos, and HiYo, a graphic 
add-on to instant messaging software. 

Forward Looking Statements 

This press release contains historical information and forward-looking statements within the 
meaning of The Private Securities Litigation Reform Act of 1995 with respect to the business, 
financial condition and results of operations of the Company. The words “believe,” “expect,” 
“intend,” “plan,” “should” and similar expressions are intended to identify forward-looking 
statements. Such statements reflect the current views, assumptions and expectations of the 
Company with respect to future events and are subject to risks and uncertainties. Many factors 
could cause the actual results, performance or achievements of the Company to be materially 
different from any future results, performance or achievements that may be expressed or implied 
by such forward-looking statements, including, among others, changes in the markets in which 
the Company operates and in general economic and business conditions, loss of key customers 
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and unpredictable sales cycles, competitive pressures, market acceptance of new products, 
inability to meet efficiency and cost reduction objectives, changes in business strategy and 
various other factors, both referenced and not referenced in this press release. Various risks and 
uncertainties may affect the Company and its results of operations, as described in reports filed 
by the Company with the Securities and Exchange Commission from time to time. The Company 
does not assume any obligation to update these forward-looking statements. 

 
Contact: 

Jeff Holzmann 
President 
Jeff@IncrediMail.ihostexchange.net 
or 
KCSA Strategic Communications 
David Burke or Marybeth Csaby 
212-896-1258 or 212-896-1236 
dburke@kcsa.com or mcsaby@kcsa.com 
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INCREDIMAIL REPORTS $5.6M IN REVENUES  
WITH $0.6M NET INCOME FOR Q2 2008 

 

TEL AVIV, ISRAEL - August 13, 2008 - IncrediMail Ltd. (NASDAQ: MAIL), an internet 
company, today reported financial results for the second quarter ended June 30, 2008. 

Revenues in the second quarter of 2008 were $5.2 million, up 21% compared with $4.3 million in 
the second quarter of 2007, and up 10% compared sequentially with the first quarter of 2008. The 
increase in revenues resulted primarily from a 34% increase in search-related activities which 
reached $2.4 million, as well as increased product and subscription revenues. 
Although financial income in the second quarter of 2008 decreased by $0.2 million, net profit 
according to U.S. GAAP (Generally Accepted Accounting Principles) for the second quarter of 
2008 remained $0.6 million, or $0.07 per diluted share, as compared to $0.06 per diluted share in 
the second quarter of 2007. 
Operating expenses for the second quarter of 2008 were $4.2 million, an increase of 29% over 
$3.3 million recorded for the second quarter of 2007. The increase reflects: 

• Continued strong investment in product development to support the finalization of 
commercial versions of HiYo, the Company's instant messaging add-on, a new version of 
Magentic, its personal digital-photograph presentation software, and a new version of the 
IncrediMail flagship email product, all of which are scheduled for release during the 
second half of 2008.  

• Initial ramping up of customer acquisition efforts, as part of the Company's strategy to 
achieve a new level of download and registration rates. As it optimizes these operations, 
IncrediMail expects to further invest in these marketing channels during the second half 
of 2008.  

• Closure of Community and Branded Content activities, including the reduction of related 
marketing and development staff. This reduced certain operating expenses compared to 
prior periods. 

 
Commenting on the results, Mr. Ofer Adler, IncrediMail's CEO, said, "We are pleased to report 
that our search-related revenues returned to their previous growth trajectory during the second 
quarter, reflecting the step-by-step solidification and improvement of our relationship with 
Google. Even more important, our search-related revenues have grown strongly since we signed 
the AdSense Direct contract with Google at the end of June, demonstrating the importance of the 
improved communication and terms achieved in the process. To maximize and diversify our 
revenues from search activities, we are continuing with our efforts to improve our conversion 
rates and increase the number of users as well as engaging in trials with other major search 
providers." 
Mr. Adler continued, "We have begun to implement our strategies for increasing the download, 
registration and usage rates of all of our products. To fine-tune our approach to media buys, we 
have been testing out keywords and properties, and are also preparing direct marketing 
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campaigns aimed at our existing user base. We are pleased to report that HiYo, our beta-stage 
instant messaging add-on, has accumulated more than half a million registered downloads in just 
a couple of months, and is demonstrating a strong viral potential. We continue to prepare for the 
third-quarter commercial launch of both HiYo and Magentic, and are on-track towards launching 
the new version of IncrediMail during the fourth quarter." 
"Taken as a whole, we are excited by our positive momentum and look forward to accelerated 
growth in the second half of the year," concluded Mr. Adler. 
 
Conference Call  
IncrediMail will host a conference call to discuss the results today, August 13th at 10:30 AM 
EST. We invite all those interested in participating in the call to dial 1-(888)-642-5032. Callers 
from Israel may access the call by dialing (03) 918-0650. Participants may also access a live 
webcast of the conference call through the Investor Relations section of IncrediMail's website at 
www.incredimail-corp.com. The webcast will be archived on the company's website for seven 
days. 
 
About IncrediMail Ltd. 
IncrediMail Ltd. (NASDAQ: MAIL) is an internet company that designs, markets and delivers 
high end personal desktop software. The company's award winning e-mail client product, 
IncrediMail Premium, is sold in over 100 countries in 10 different languages. Other products 
include Magentic, a wallpaper and screensaver software for presenting digital personal photos, 
and HiYo, a graphic add-on to instant messaging software. 
 
Non-GAAP measures  
Use of Non-GAAP Financial Information - In addition to reporting financial results in accordance 
with generally accepted accounting principles, or GAAP, IncrediMail uses non-GAAP measures 
of net income and earnings per share, which are adjustments from results based on GAAP to 
exclude reorganization expenses and non-cash stock-based compensation expenses. IncrediMail's 
management believes the non-GAAP financial information provided in this release is useful to 
investors' understanding and assessment of IncrediMail's on-going core operations and prospects 
for the future. The presentation of this non-GAAP financial information is not intended to be 
considered in isolation or as a substitute for results prepared in accordance with GAAP. 
Management uses both GAAP and non-GAAP information in evaluating and operating business 
internally and as such deemed it important to provide all this information to investors. 
 
Forward Looking Statements 
This press release contains historical information and forward-looking statements within the 
meaning of The Private Securities Litigation Reform Act of 1995 with respect to the business, 
financial condition and results of operations of the Company. The words "believe," "expect," 
"intend," "plan," "should" and similar expressions are intended to identify forward-looking 
statements. Such statements reflect the current views, assumptions and expectations of the 
Company with respect to future events and are subject to risks and uncertainties. Many factors 
could cause the actual results, performance or achievements of the Company to be materially 
different from any future results, performance or achievements that may be expressed or implied 
by such forward-looking statements, including, among others, changes in the markets in which 
the Company operates and in general economic and business conditions, loss of key customers 
and unpredictable sales cycles, competitive pressures, market acceptance of new products, 
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inability to meet efficiency and cost reduction objectives, changes in business strategy and 
various other factors, both referenced and not referenced in this press release. Various risks and 
uncertainties may affect the Company and its results of operations, as described in reports filed 
by the Company with the Securities and Exchange Commission from time to time. The Company 
does not assume any obligation to update these forward-looking statements. 
 
Contact Information 
For further information please contact: 
Mr. Jeff Holzmann 
President 
IncrediMail NY 
jeff@incredimail.com 
   

 

INCREDIMAIL LTD. BALANCE SHEETS 
U.S. Dollars in thousands (except share data) 

 June 30,
2008

December 31, 
2007 

 (unaudited)  

ASSETS   

  CURRENT ASSETS:   

    Cash and cash equivalents $     10,199 $         4,611 

    Short-term bank deposits -- 1,000 

    Marketable securities 13,171 17,911 

    Trade receivables 1,497 1,993 

    Deferred taxes 321 368 

    Other receivables and prepaid expenses  3,564 2,017 

  Total current assets 28,752 27,900 

  LONG-TERM ASSETS   

    Severance pay fund 1,230 1,037 

    Deferred taxes 51 92 

    Long-term deposits 164 182 

    Restricted cash 470 458 

    Property and equipment, net 2,114 1,808 

    Goodwill 125 125 

    Other intangible assets, net 140 164 

  Total long-term assets 4,294 3,866 
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  Total assets $      33,046 $        31,766 

LIABILITIES AND SHAREHOLDERS' EQUITY   

  CURRENT LIABILITIES:   

    Trade payables $       1,280 $          1,546 

    Deferred revenues 2,968 3,254 

    Accrued expenses and other liabilities 4,331 3,244 

  Total current liabilities 8,579 8,044 

  LONG-TERM LIABILITIES:   

    Deferred revenues 1,588 1,559 

    Accrued severance pay 1,620 1,392 

  Total long-term liabilities 3,208 2,951 

   

  SHAREHOLDERS' EQUITY   

  Shares issued and outstanding: 9,478,223   

  and 9,475,943   

  at June 30, 2008 and December 31, 2007   

  respectively 21,259 20,771 

  Total liabilities and shareholders' equity $      33,046 $        31,766 

   

 

INCREDIMAIL LTD. STATEMENT OF OPERATIONS 
U.S. dollars in thousands (except per share data), unaudited 

 Quarter ended June 30 Six months ended June 30

 2008 2007 2008 2007 

Revenues      $     5,217 $     4,304 $     9,980 $      8,720

Cost of revenues 437 350 888 707

    Gross profit 4,780 3,954 9,092 8,013

Operating expenses:     

  Research and 
  development 1,891 1,417 4,075 2,658

  Selling and 
  marketing 1,537 969 2,953 2,071

  General and  
  administrative 817 910 2,404 1,696
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Total operating 
  expenses 4,245 3,296 9,432 6,425

  Operating income 
  (loss) 535 658 (340) 1,588

Financial income, net 193 389 335 665

Income (loss)  
before taxes  
on income 728 1,047 (5) 2,253

Taxes on income 100 422 43 790

Net income (loss) $       628 $       625 $       (48) $        1,463

Net earnings (loss) 
per Ordinary share:  

  Basic $      0.07 $      0.07 $    (0.01) $          0.16

  Diluted $      0.07 $      0.06 $    (0.01) $          0.15

  Diluted weighted 
  number of shares 
  (in thousands) 9,584 9,645 9,476 9,633

Non-GAAP 
adjustment:     

  Reorganization 
  expenses -- -- $        745 --

  Stock based 
  compensation $       141 $       201 $        523 $           332

  Non-GAAP net  
  income $       769 $       826 $     1,220 $        1,795

Non-GAAP net 
earnings per share:     

  Basic $      0.08 $      0.09 $       0.13 $          0.19

  Diluted $      0.08 $      0.09 $       0.13 $          0.19
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