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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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PART I. FINANCIAL INFORMATION

Item 1.  Financial Statements (Unaudited)

IDT CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

January 31,
2010

July 31,
2009

(Unaudited) (Note 1)
(in thousands)

Assets
Current assets:
Cash and cash equivalents $174,183 $117,902
Restricted cash and cash equivalents (Note 14) 19,671 64,992
Marketable securities (Note 14) 432 5,702
Trade accounts receivable, net of allowance for doubtful accounts of $12,518 at January
31, 2010 and $15,740 at July 31, 2009 117,232 138,697
Prepaid expenses 16,697 17,597
Investments—short-term 3,136 631
Other current assets 18,378 17,394
Assets of discontinued operations — 18,790

Total current assets 349,729 381,705
Property, plant and equipment, net 110,076 129,066
Goodwill 17,236 17,275
Licenses and other intangibles, net 4,478 5,350
Investments—long-term 7,857 13,099
Other assets 11,841 13,125

Total assets $501,217 $559,620

Liabilities and equity
Current liabilities:
Trade accounts payable $57,321 $68,120
Accrued expenses 145,105 159,032
Deferred revenue 70,154 67,505
Income taxes payable 2,031 2,031
Capital lease obligations—current portion 8,062 7,058
Notes payable—current portion 588 820
Other current liabilities 2,713 4,852
Liabilities of discontinued operations — 5,496

Total current liabilities 285,974 314,914
Capital lease obligations—long-term portion 1,115 5,211
Notes payable—long-term portion 36,377 43,281
Other liabilities 15,393 16,772
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Total liabilities 338,859 380,178
Commitments and contingencies
Equity:
IDT Corporation stockholders’ equity:
Preferred stock, $.01 par value; authorized shares—10,000; no shares issued — —
Common stock, $.01 par value; authorized shares—100,000; 9,241 and 9,241 shares issued
and 3,745 and 4,202 shares outstanding at January 31, 2010 and July 31, 2009,
respectively 92 92
Class A common stock, $.01 par value; authorized shares—35,000; 3,272 shares issued and
outstanding at January 31, 2010 and July 31, 2009 33 33
Class B common stock, $.01 par value; authorized shares—200,000; 23,218 and 22,913
shares issued and 15,632 and 15,503 shares outstanding at January 31, 2010 and July 31,
2009, respectively 232 229
Additional paid-in capital 708,700 720,804
Treasury stock, at cost, consisting of 5,496 and 5,039 shares of common stock and 7,586
and 7,410 shares of Class B common stock at January 31, 2010 and July 31, 2009,
respectively (295,624 ) (293,901 )
Accumulated other comprehensive income 742 953
Accumulated deficit (251,688 ) (251,916 )

Total IDT Corporation stockholders’ equity 162,487 176,294
Noncontrolling interests (129 ) 3,148

Total equity 162,358 179,442

Total liabilities and equity $501,217 $559,620

See accompanying notes to condensed consolidated financial statements.
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands, except per share data)

Revenues $362,672 $403,941 $690,001 $807,733
Costs and expenses:
Direct cost of revenues (exclusive of depreciation and
amortization) 288,483 310,023 546,659 622,956
Selling, general and administrative (i) 54,667 66,332 111,766 151,886
Depreciation and amortization 8,443 12,157 17,826 25,019
Bad debt 462 2,117 910 3,753
Research and development 1,383 4,740 3,492 6,384
Impairments (28 ) 8,800 (106 ) 8,800
Restructuring charges 1,632 5,970 1,669 7,184

Total costs and expenses 355,042 410,139 682,216 825,982

Income (loss) from operations 7,630 (6,198 ) 7,785 (18,249 )
Interest expense, net (1,957 ) (533 ) (3,289 ) (175 )
Other income (expense), net 107 (10,743 ) (1,081 ) (31,741 )

Income (loss) from continuing operations before income
taxes 5,780 (17,474 ) 3,415 (50,165 )
Provision for income taxes (1,640 ) (6,201 ) (2,792 ) (9,001 )

Income (loss) from continuing operations 4,140 (23,675 ) 623 (59,166 )
Discontinued operations, net of tax:
Loss from discontinued operations (177 ) (38,864 ) (170 ) (40,764 )
Loss on sale of discontinued operations (44 ) — (191 ) (231 )

Total discontinued operations (221 ) (38,864 ) (361 ) (40,995 )

Net income (loss) 3,919 (62,539 ) 262 (100,161 )
Net (income) loss attributable to noncontrolling interests (210 ) 553 (34 ) 917

Net income (loss) attributable to IDT Corporation $3,709 $(61,986 ) $228 $(99,244 )

Amounts attributable to IDT Corporation common
stockholders:
Income (loss) from continuing operations $3,930 $(24,010 ) $488 $(59,116 )
Loss from discontinued operations (221 ) (37,976 ) (260 ) (40,128 )

Net income (loss) $3,709 $(61,986 ) $228 $(99,244 )
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Earnings per share attributable to IDT Corporation common
stockholders:
Basic:
Income (loss) from continuing operations $0.19 $(1.05 ) $0.02 $(2.51 )
Loss from discontinued operations (0.01 ) (1.66 ) (0.01 ) (1.70 )

Net income (loss) $0.18 $(2.71 ) $0.01 $(4.21 )

Weighted-average number of shares used in calculation of
basic earnings per share 20,563 22,872 20,377 23,596

Diluted:
Income (loss) from continuing operations $0.18 $(1.05 ) $0.02 $(2.51 )
Loss from discontinued operations (0.01 ) (1.66 ) (0.01 ) (1.70 )

Net income (loss) $0.17 $(2.71 ) $0.01 $(4.21 )

Weighted-average number of shares used in calculation of
diluted earnings per share 21,453 22,872 21,027 23,596

(i)Stock-based compensation included in selling, general
and administrative expenses $685 $621 $1,890 $1,944

See accompanying notes to condensed consolidated financial statements.
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended
January 31,

2010 2009
(in thousands)

Net cash provided by (used in) operating activities $15,264 $(92,905 )
Investing activities
Capital expenditures (4,866 ) (5,321 )
Repayment of notes receivable, net 80 168
Capital contributions to AMSO, LLC (744 ) —
Proceeds from sale and redemption of investments 980 24,311
Restricted cash and cash equivalents 45,321 (49,156 )
Proceeds from sales of buildings 5,150 —
Proceeds from sales and maturities of marketable securities 4,618 135,318
Purchases of marketable securities — (36,045 )

Net cash provided by investing activities 50,539 69,275
Financing activities
Cash of subsidiaries deconsolidated as a result of the CTM Spin-Off (9,775 ) —
Distributions to holders of noncontrolling interests in subsidiaries (1,259 ) (775 )
Proceeds from sale of stock of subsidiary — 1,187
Proceeds from employee stock purchase plan — 36
Repayments of capital lease obligations (3,216 ) (4,125 )
Repayments of borrowings (327 ) (505 )
Repurchases of common stock and Class B common stock (1,723 ) (5,088 )

Net cash used in financing activities (16,300 ) (9,270 )
Discontinued operations
Net cash provided by (used in) operating activities 930 (273 )
Net cash (used in) provided by investing activities (44 ) 10,249
Net cash used in financing activities (471 ) (944 )

Net cash provided by discontinued operations 415 9,032
Effect of exchange rate changes on cash and cash equivalents (117 ) (5,369 )
Net increase (decrease) in cash and cash equivalents 49,801 (29,237 )
Cash and cash equivalents (including discontinued operations) at beginning of period 124,382 164,886

Cash and cash equivalents (including discontinued operations) at end of period 174,183 135,649
Less cash and cash equivalents of discontinued operations at end of period — (6,775 )

Cash and cash equivalents (excluding discontinued operations) at end of period $174,183 $128,874

Supplemental schedule of non-cash financing and investing activities
Mortgage note payable settled in connection with the sale of building $(6,137 ) $—
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Net assets excluding cash and cash equivalents of subsidiaries deconsolidated as a result
of the CTM Spin-Off $(6,011 ) $—

See accompanying notes to condensed consolidated financial statements.
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of IDT Corporation and its subsidiaries
(the “Company” or “IDT”) have been prepared in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”) for interim financial information and with the instructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by U.S. GAAP
for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation have been included. Operating results for the three and six
months ended January 31, 2010 are not necessarily indicative of the results that may be expected for the fiscal year
ending July 31, 2010. The balance sheet at July 31, 2009 has been derived from the Company’s audited financial
statements at that date but does not include all of the information and footnotes required by U.S. GAAP for complete
financial statements. For further information, please refer to the consolidated financial statements and footnotes
thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended July 31, 2009, as filed with
the U.S. Securities and Exchange Commission (the “SEC”).

The Company’s fiscal year ends on July 31 of each calendar year. Each reference below to a fiscal year refers to the
fiscal year ending in the calendar year indicated (e.g., fiscal 2010 refers to the fiscal year ending July 31, 2010).

On August 1, 2009, the Company adopted the accounting standard relating to noncontrolling interests in consolidated
financial statements (see Note 15). In addition, certain prior year amounts have been reclassified to conform to the
current year’s presentation. As described in Note 2, certain subsidiaries have been reclassified to discontinued
operations for all periods presented, and a subsidiary has been reclassified from discontinued operations to continuing
operations for all periods presented. As described in Note 12, business segment results for the three and six months
ended January 31, 2009 have been reclassified and restated to conform to the current year’s presentation.

The Company records Universal Service Fund (“USF”) charges that are billed to customers on a gross basis in its results
of operations, and records other taxes and surcharges on a net basis. USF charges in the amount of $0.6 million and
$1.2 million in the three and six months ended January 31, 2010, respectively, and $0.7 million and $1.5 million in the
three and six months ended January 31, 2009, respectively, were recorded on a gross basis.

On September 30, 2008, the Company received a notice from the New York Stock Exchange (“NYSE”) that it was no
longer in compliance with the NYSE’s $100 million average market capitalization threshold over a 30-day trading
period required for continued listing. The Company submitted a plan, which was accepted by the NYSE, to regain
compliance with the continued listing standard by March 30, 2010. The NYSE monitors compliance with the plan and
may commence delisting procedures if the Company fails to meet the milestones set forth in its plan. In the event that
either the Company’s market capitalization is below $100 million on March 30, 2010, or its average market
capitalization for the 30 trading days beginning February 17, 2010 through and including March 30, 2010 is below
$100 million, the NYSE is likely to initiate the delisting process. Should the NYSE commence the delisting process,
the Company would seek to transition its stock listings to an alternative exchange. Currently, the Company meets the
initial quantitative listing standards for the NASDAQ Global Market and NYSE Amex. As of March 15, 2010, the
Company had a market capitalization of $119.4 million and its average market capitalization for the period beginning
February 17, 2010 through and including March 15, 2010 was $106.6 million.
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Although the Company had income from continuing operations and net income in the six months ended January 31,
2010, the Company incurred a loss from continuing operations in each of the five years in the period ended July 31,
2009. In addition, the Company incurred a net loss in fiscal 2009, fiscal 2008, fiscal 2006 and fiscal 2005, and would
have incurred a net loss in fiscal 2007 except for a gain on the sale of IDT Entertainment. Also, the Company had
positive cash flow from operating activities in the six months ended January 31, 2010, however the Company had
negative cash flow from operating activities in each of the three years in the period ended July 31, 2009. The
Company had an accumulated deficit at January 31, 2010 of $251.7 million. Historically, the Company satisfied its
cash requirements primarily through a combination of its existing cash and cash equivalents, proceeds from the sale of
businesses, proceeds from the sales and maturities of marketable securities and investments, proceeds from sales of
buildings, arbitration awards and litigation settlements, and borrowings from third parties. In addition, in the six
months ended January 31, 2010, the Company had net cash provided by operating activities of $15.3 million. The
Company currently expects its operations in the next twelve months and the balance of cash, cash equivalents,
marketable securities and investments in hedge funds that it held as of January 31, 2010 will be sufficient to meet its
currently anticipated working capital and capital expenditure requirements. The foregoing is based on a number of
assumptions, including that the Company will collect its receivables, effectively manage its working capital
requirements, prevail in legal actions and other claims initiated against it, and maintain its revenue levels and
liquidity. Predicting these matters is particularly difficult in the current worldwide economic situation and overall
decline in consumer demand. Failure to generate sufficient revenue and operating income could have a material
adverse effect on the Company’s results of operations, financial condition and cash flows. The recoverability of assets
is highly dependent on the ability of management to execute its business plan.

6
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Note 2—Discontinued Operations

CTM Media Holdings, Inc.

On September 14, 2009, the Company completed a pro rata distribution of the common stock of CTM Media
Holdings, Inc. (“CTM Holdings”) to the Company’s stockholders of record as of the close of business on August 3, 2009
(the “CTM Spin-Off”). CTM Holdings’ businesses at the time of the CTM Spin-Off included CTM Media Group, IDW
Publishing and WMET 1160AM. CTM Holdings and subsidiaries met the criteria to be reported as discontinued
operations and accordingly, their assets, liabilities, results of operations and cash flows are classified as discontinued
operations for all periods presented. As of September 14, 2009, each of the Company’s stockholders of record as of the
close of business on the record date received: (i) one share of CTM Holdings Class A common stock for every three
shares of the Company’s common stock; (ii) one share of CTM Holdings Class B common stock for every three shares
of the Company’s Class B common stock; (iii) one share of CTM Holdings Class C common stock for every three
shares of the Company’s Class A common stock; and (iv) cash in lieu of a fractional share of all classes of CTM
Holdings’ common stock.

In September 2009, prior to the CTM Spin-Off, the Company funded CTM Holdings with an additional $2.0 million
in cash.

Prior to the CTM Spin-Off, the Company provided certain services to CTM Holdings’ subsidiaries. The Company and
CTM Holdings entered into a Master Services Agreement, dated September 14, 2009, pursuant to which, among other
things, the Company provides certain administrative and other services to CTM Holdings on an interim basis. Such
services include assistance with periodic reports required to be filed with the SEC as well as maintaining minutes,
books and records of meetings of the Board of Directors and its committees, and assistance with corporate
governance. In the three and six months ended January 31, 2010, the Company’s selling, general and administrative
expenses were reduced by $0.4 million and $0.6 million, respectively, for the amounts charged to CTM Holdings. At
January 31, 2010, other current assets included $0.2 million due from CTM Holdings.

The Company and CTM Holdings entered into a Tax Separation Agreement, dated as of September 14, 2009, to
provide for certain tax matters including the assignment of responsibility for the preparation and filing of tax returns,
the payment of and indemnification for taxes, entitlement to tax refunds and the prosecution and defense of any tax
controversies. Pursuant to this agreement, the Company indemnifies CTM Holdings from all liability for taxes of
CTM Holdings and its subsidiaries for periods ending on or before September 14, 2009, and CTM Holdings
indemnifies the Company from all liability for taxes of CTM Holdings and its subsidiaries accruing after September
14, 2009. Also, for periods ending on or before September 14, 2009, the Company shall have the right to control the
conduct of any audit, examination or other proceeding brought by a taxing authority. CTM Holdings shall have the
right to participate jointly in any proceeding that may affect its tax liability unless the Company has indemnified CTM
Holdings. Finally, CTM Holdings and its subsidiaries agreed not to carry back any net operating losses, capital losses
or credits for any taxable period ending after September 14, 2009 to a taxable period ending on or before September
14, 2009 unless required by applicable law, in which case any refund of taxes attributable to such carry back shall be
for the account of the Company.

Hillview Avenue Realty, LLC

On July 31, 2009, Hillview Avenue Realty, LLC (“Hillview”), a majority owned subsidiary of the Company, closed on
the sale of its property located at 3373 and 3375 Hillview Avenue in Palo Alto, California. The Company has a
69.27% ownership interest in Hillview. The property consisted of two interconnected office buildings located on 6.68
acres. The sales price was $62.7 million. The Company’s proceeds from the sale, after deduction of the mortgage debt
secured by the property that was assumed by the buyer or repaid in connection with the sale, and transaction expenses
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were $4.4 million, which was received in August 2009. In November 2009, the Company paid $1.5 million of the
proceeds to the minority owners of Hillview. This sale met the criteria to be reported as discontinued operations and
accordingly, the assets, liabilities, results of operations and cash flows of the property are classified as discontinued
operations for all periods presented.

Union Telecard Dominicana, S.A and Ethnic Grocery Brands LLC

On June 24, 2009, the Company acquired the 49% interest in Union Telecard Alliance, LLC (“UTA”) that it did not own
in exchange for (a) $4.9 million in cash, (b) a promissory note in the principal amount of $1.2 million payable in
thirty-six equal monthly installments, (c) the forgiveness of a note receivable in the amount of $1.2 million including
principal and accrued interest, (d) the assignment of all of the interests in Union Telecard Dominicana, S.A. (“UTA
DR”) held by UTA, (e) the assignment of an 80% ownership interest in Ethnic Grocery Brands LLC (“EGB”) held by
UTA, and (f) other consideration of $0.4 million. UTA retained a 10% ownership interest in EGB. In addition, the
seller may receive up to an additional $1.7 million for post-closing contingencies. The aggregate purchase price was
$9.7 million, which included the aggregate estimated fair value of the interests in UTA DR and EGB of $2.0 million.
UTA is the distributor of the Company’s prepaid calling cards in the United States. UTA DR and EGB met the criteria
to be reported as discontinued operations and accordingly, the assets, liabilities, results of operations and cash flows of
UTA DR and EGB are classified as discontinued operations for all periods presented.
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IDT Carmel

On January 30, 2009, IDT Carmel, Inc., IDT Carmel Portfolio Management LLC, and FFPM Carmel Holdings I LLC
(all of which are subsidiaries of the Company) (collectively “IDT Carmel”) and Sherman Originator III LLC
consummated the sale, pursuant to a Purchase and Sale Contract, of substantially all of IDT Carmel Portfolio
Management LLC’s debt portfolios with an aggregate face value of $951.6 million for cash of $18.0 million. The
Company exited the debt collection business in April 2009. IDT Carmel met the criteria to be reported as a
discontinued operation and accordingly, IDT Carmel’s assets, liabilities, results of operations and cash flows are
classified as discontinued operations for all periods presented. Loss on sale of discontinued operations in the three and
six months ended January 31, 2010 of $0.1 million and $0.2 million, respectively, included costs which arose from
and were directly related to the operations of IDT Carmel prior to its disposal.

IDT Entertainment

In the first quarter of fiscal 2007, the Company completed the sale of IDT Entertainment to Liberty Media
Corporation. Loss on sale of discontinued operations in the six months ended January 31, 2009 of $0.2 million
included compensation which arose from and was directly related to the operations of IDT Entertainment prior to its
disposal.

Significant Accounting Policies of Discontinued Operations

IDT Carmel purchased debt portfolios that experienced deterioration of credit quality at a significantly lower price
than their contractual amount. Upon acquisition of debt portfolios, static pools of accounts were established, which
were aggregated based on certain common risk criteria. Each static pool was recorded at cost, which included external
acquisition costs, and was accounted for as a single unit for the recognition of income, principal payments and loss
provision. Once pools were established, they were not changed unless replaced, returned or sold.

The Company, through IDT Carmel, accounted for its purchased debt portfolios in accordance with the accounting
standard relating to certain loans or debt securities acquired in a transfer, which provided for recognition of the excess
of the undiscounted collections expected at acquisition over the cost of the purchased debt as income. Income was
recognized on a level-yield basis over the expected life of the debt (the “effective yield method”) based on the expected
internal rate of return (“IRR”). Subsequent increases in cash flows expected to be collected were generally recognized
prospectively through an increase to the IRR over the debt’s remaining life. Decreases in cash flows expected to be
collected were recognized as impairment. Recognition of income under the effective yield method was dependent on
having a reasonable expectation about the timing and amount of cash flows expected to be collected. IDT Carmel used
the cost recovery method to account for a portfolio if it could not reasonably predict the timing and amount of
collections from the portfolio. Under the cost recovery method, no income was recognized until IDT Carmel fully
collected the cost of the portfolio.

Summary Financial Data of Discontinued Operations

Revenues, (loss) income before income taxes and net (loss) income of CTM Holdings and subsidiaries, Hillview,
UTA DR, EGB and IDT Carmel, which are included in discontinued operations, were as follows:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands)

Revenues:
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CTM Holdings and subsidiaries $— $7,244 $4,045 $16,301
Hillview — 1,658 — 3,313
UTA DR — 18,250 — 29,421
EGB — 6,197 — 13,024
IDT Carmel — 6,750 — 15,602

Total $— $40,099 $4,045 $77,661

(Loss) income before income taxes:
CTM Holdings and subsidiaries $(177 ) $(2,715 ) $40 $(2,711 )
Hillview — 69 — (166 )
UTA DR — (373 ) — (451 )
EGB — (607 ) — (1,320 )
IDT Carmel — (35,249 ) — (35,959 )

Total $(177 ) $(38,875 ) $40 $(40,607 )

Net (loss) income:
CTM Holdings and subsidiaries $(177 ) $(2,704 ) $(170 ) $(2,868 )
Hillview — 69 — (166 )
UTA DR — (373 ) — (451 )
EGB — (607 ) — (1,320 )
IDT Carmel — (35,249 ) — (35,959 )

Total $(177 ) $(38,864 ) $(170 ) $(40,764 )
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The assets and liabilities of CTM Holdings and subsidiaries at July 31, 2009 included in discontinued operations
consist of the following:

(in
thousands)

Assets
Cash and cash equivalents $6,480
Trade accounts receivable, net 3,908
Prepaid expenses 980
Investments-short-term 1,024
Other current assets 1,408
Property, plant and equipment, net 4,243
Licenses and other intangibles, net 588
Other assets 159

Assets of discontinued operations $18,790

Liabilities
Trade accounts payable $1,024
Accrued expenses 1,427
Deferred revenues 1,731
Capital lease obligations-current portion 222
Other current liabilities 563
Capital lease obligations-long-term portion 526
Other liabilities 3

Liabilities of discontinued operations $5,496

European Prepaid Payment Services Business

On July 9, 2009, the Company entered into an agreement for the sale of the capital stock of IDT Financial Services
Holding Limited (“IDT Financial Services”), the Company’s European prepaid payment services business. IDT Financial
Services provides prepaid MasterCard® products in the United Kingdom under the “Prime Card” brand. In the fourth
quarter of fiscal 2009, IDT Financial Services met the criteria to be classified as held for sale and reported as
discontinued operations. On October 31, 2009, as a result of certain events that indicated that the buyer was unlikely
to complete the transaction, the Company concluded that the sale was no longer probable. Therefore, IDT Financial
Services no longer met the criteria to be classified as held for sale and reported as discontinued operations.
Accordingly, the assets, liabilities, results of operations and cash flows of IDT Financial Services are classified as
continuing operations for all periods presented. The Company currently intends to operate and further develop IDT
Financial Services.

Note 3—Marketable Securities

The Company classifies all of its marketable securities as “available-for-sale” securities. Marketable securities are stated
at fair value, with unrealized gains and losses in such securities reflected, net of tax, in “Accumulated other
comprehensive income” in the accompanying consolidated balance sheets. The Company’s marketable securities at
January 31, 2010 and July 31, 2009 included auction rate securities with a cost of $14.3 million and an estimated fair
value of $0.4 million and $0.6 million, respectively. In fiscal 2009 and fiscal 2008, the Company recorded an
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aggregate $13.9 million loss after determining that there were other than temporary declines in the value of these
auction rate securities.

9

Edgar Filing: IDT CORP - Form 10-Q

17



The following is a summary of marketable securities:

Amortized
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value
(in thousands)

January 31, 2010:
Available-for-sale securities:
Debt securities $353 $79 $— $432

July 31, 2009:
Available-for-sale securities:
Corporate and other debt securities $5,508 $232 $(52 ) $5,688
Equity securities 15 — (1 ) 14

Total $5,523 $232 $(53 ) $5,702

Proceeds from sales and maturities of available-for-sale securities and the gross realized gains that have been included
in earnings as a result of those sales and maturities in the six months ended January 31, 2010 were $4.6 million and
$0.3 million, respectively. Proceeds from sales and maturities of available-for-sale securities and the gross realized
losses that have been included in earnings as a result of those sales and maturities in the six months ended January 31,
2009 were $135.3 million and $(10.9) million, respectively. The Company uses the specific identification method in
computing the gross realized gains and gross realized losses on the sales of marketable securities.

The contractual maturities of the Company’s available-for-sale debt securities at January 31, 2010 were as follows:

Fair Value
(in

thousands)
Within one year $—
After one year through five years 3
After five years through ten years —
After ten years 429

Total $432

At January 31, 2010, there were no securities in an unrealized loss position. At July 31, 2009, the following
available-for-sale securities were in an unrealized loss position for which other-than-temporary impairments had not
been recognized:

Unrealized
Losses Fair Value

(in thousands)
Corporate and other debt securities $52 $5,103
Equity securities 1 14

Total $53 $5,117
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At January 31, 2010 and July 31, 2009, there were no securities in a continuous unrealized loss position for 12 months
or longer.

10
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Note 4—Fair Value Measurements

The following table presents the balances of assets and liabilities measured at fair value on a recurring basis:

Level 1 (1) Level 2 (2) Level 3 (3) Total
(in thousands)

January 31, 2010:
Assets:
Debt securities $3 $— $429 $432

Liabilities:
Derivative contracts $139 $— $— $139

July 31, 2009:
Assets:
Corporate and other debt securities $3 $— $5,685 $5,688
Equity securities 14 — — 14

Total marketable securities $17 $— $5,685 $5,702

Liabilities:
Derivative contracts $493 $— $686 $1,179

(1) – quoted prices in active markets for identical assets or liabilities
(2) – observable inputs other than quoted prices in active markets for identical assets and liabilities
(3) – no observable pricing inputs in the market

The Company’s marketable securities at January 31, 2010 and July 31, 2009 included auction rate securities with a cost
of $14.3 million. The underlying asset for these securities is preferred stock of the Federal National Mortgage
Association or the Federal Home Loan Mortgage Corporation. The fair values of the auction rate securities, which
cannot be corroborated by the market, were estimated based on the value of the underlying assets and the Company’s
assumptions, and are therefore classified as Level 3.

The Company’s investments in hedge funds, which are included in “Investments—short-term” and “Investments—long-term” in
the accompanying condensed consolidated balance sheets, are accounted for using the equity method unless the
Company’s interest is so minor that it has virtually no influence over operating and financial policies pursuant to the
accounting standards relating to investments in limited partnerships and in limited liability companies. The Company’s
investments in hedge funds are therefore excluded from the fair value measurements table above.

The Company’s derivative contracts are valued using quoted market prices or significant unobservable inputs. These
contracts consist of (1) natural gas and electricity forward contracts to fix the price that IDT Energy will pay for
specified amounts of natural gas and electricity on specified dates, which are classified as Level 1, and (2) an
embedded derivative in a structured note that must be bifurcated, which was classified as Level 3. The fair values of
the structured note, which was included in marketable securities and was classified as Level 3, and the embedded
derivative were estimated primarily based on pricing information from the counterparty. This structured note matured
in November 2009.

The following tables summarize the change in the balance of the Company’s assets and liabilities measured at fair
value on a recurring basis using significant unobservable inputs (Level 3):
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Three Months Ended
January 31, 2010

Three Months Ended
January 31, 2009

Assets Liabilities Assets Liabilities
(in thousands)

Balance, beginning of period $5,577 $(888 ) $14,405 $(155 )
Total gains (losses) (realized or unrealized):
Included in earnings in “Other income (expense), net” (156 ) 488 (336 ) (2,688 )
Included in other comprehensive loss 8 — 550 —
Purchases, sales, issuances and settlements (5,000 ) 400 (9,000 ) —
Transfers in (out) of Level 3 — — — —

Balance, end of period $429 $— $5,619 $(2,843 )

The amount of total gains or losses for the period included
in earnings in “Other income (expense), net” attributable to the
change in unrealized gains or losses relating to assets or
liabilities still held at the end of the period $— $— $(336 ) $(2,688 )

11
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Six Months Ended
January 31, 2010

Six Months Ended
January 31, 2009

Assets Liabilities Assets Liabilities
(in thousands)

Balance, beginning of period $5,685 $(686 ) $53,265 $(155 )
Total gains (losses) (realized or unrealized):
Included in earnings in “Other income (expense), net” (156 ) 286 (8,571 ) (2,688 )
Included in other comprehensive loss (100 ) — 3,005 —
Purchases, sales, issuances and settlements (5,000 ) 400 (42,080 ) —
Transfers in (out) of Level 3 — — — —

Balance, end of period $429 $— $5,619 $(2,843 )

The amount of total gains or losses for the period included
in earnings in “Other income (expense), net” attributable to the
change in unrealized gains or losses relating to assets or
liabilities still held at the end of the period $— $— $(6,650 ) $(2,688 )

Fair Value of Other Financial Instruments

The estimated fair value of the Company’s other financial instruments has been determined using available market
information or other appropriate valuation methodologies. However, considerable judgment is required in interpreting
this data to develop estimates of fair value. Consequently, the estimates are not necessarily indicative of the amounts
that could be realized or would be paid in a current market exchange. At January 31, 2010 and July 31, 2009, the
carrying value of the Company’s trade accounts receivable, prepaid expenses, investments-short-term, other current
assets, trade accounts payable, accrued expenses, deferred revenue, income taxes payable, capital lease
obligations—current portion, notes payable—current portion and other current liabilities approximate fair value because of
the short period of time to maturity. At January 31, 2010 and July 31, 2009, the carrying value of the long term
portion of the Company’s notes payable and capital lease obligations and the Company’s other non-current liabilities
approximate fair value as their contractual interest rates approximate market yields for similar debt instruments.

Note 5—Derivative Instruments

The primary risks managed by the Company using derivative instruments are commodity price risk and interest rate
risk. Natural gas and electricity forward contracts are entered into to fix the price that IDT Energy will pay for
specified amounts of natural gas and electricity on specified dates. An interest rate swap was used until June 2009 to
achieve a fixed interest rate on a portion of the Company’s variable-rate debt. In addition, one of the Company’s
marketable securities was a structured note that contained an embedded derivative feature. The structured note had a
par value of $5.0 million and matured in November 2009.

IDT Energy has entered into forward contracts as hedges against unfavorable fluctuations in natural gas and electricity
prices. These contracts do not qualify for hedge accounting treatment and therefore, the changes in fair value are
recorded in earnings. As of January 31, 2010, IDT Energy had the following outstanding forward contract:

Commodity Settlement Date Volume
Natural gas March 2010 77,500 mmbtu

The Company had an interest rate swap related to the variable rate obligations secured by a building. In June 2009, the
building was sold, at which time the obligation was repaid and the interest rate swap was canceled.
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The fair value of outstanding derivative instruments recorded as liabilities in the accompanying condensed
consolidated balance sheets were as follows:

Liability Derivatives Balance Sheet Location
January 31,

2010 July 31, 2009
(in thousands)

Derivatives not designated or not qualifying
as hedging instruments:
Energy contracts Other current liabilities $ 139 $ 493
Structured note embedded derivative Other current liabilities — 686

Total liability derivatives $ 139 $ 1,179

12

Edgar Filing: IDT CORP - Form 10-Q

23



The effects of derivative instruments on the condensed consolidated statements of operations were as follows:

Amount of Gain (Loss) Recognized on Derivatives
Three Months Ended Six Months Ended

 Location of
Gain (Loss) January 31, January 31,

 Derivatives not designated
or not qualifying

as  hedging instruments
Recognized on

Derivatives 2010 2009 2010 2009
(in thousands)

Energy contracts
Direct cost of
revenues $ 155 $ (288 ) $ 355 $ (777 )

Interest rate contracts
Other income
(expense), net — (375 ) — (375 )

Structured note embedded
derivative

Other income
(expense), net 488 (2,313 ) 286 (2,313 )

Total $ 643 $ (2,976 ) $ 641 $ (3,465 )

The Company is exposed to credit loss in the event of nonperformance by counterparties on the above derivative
instruments. Although nonperformance is possible, the Company does not anticipate nonperformance by any of these
parties primarily because the contracts are with creditworthy counterparties.

Note 6—Investment in American Shale Oil, LLC

In April 2008, American Shale Oil Corporation (“AMSO”), a wholly-owned subsidiary of the Company, acquired a 75%
equity interest in American Shale Oil, L.L.C. (“AMSO, LLC”), in exchange for cash of $2.5 million and certain
commitments for future funding of AMSO, LLC’s operations. In a separate transaction in April 2008, the Company
acquired an additional 14.9437% equity interest in AMSO, LLC in exchange for cash of $3.0 million.

AMSO, LLC is one of three holders of leases granted by the U.S. Bureau of Land Management (“BLM”) to research,
develop and demonstrate in-situ technologies for potential commercial shale oil production (“RD&D Leases”) in
western Colorado. The RD&D Lease awarded to AMSO, LLC by the BLM covers an area of 160 acres. The lease
runs for a ten year period beginning on January 1, 2007, and is subject to an extension of up to five years if AMSO,
LLC can demonstrate that a process leading to the production of commercial quantities of shale oil is diligently being
pursued. Once AMSO, LLC demonstrates the economic and environmental viability of its technology, it will have the
opportunity to submit a one time payment pursuant to the Oil Shale Management Regulations and convert its RD&D
Lease to a commercial lease on 5,120 acres which overlap and are contiguous with the 160 acres in its RD&D Lease.

In March 2009, pursuant to a Member Interest Purchase Agreement entered into on December 19, 2008, TOTAL E&P
Research & Technology USA, (“Total”), a subsidiary of TOTAL S.A., the world’s fifth largest integrated oil and gas
company, acquired a 50% interest in AMSO, LLC in exchange for cash paid to the Company of $3.2 million and
Total’s commitment to fund the majority of AMSO, LLC’s research, development and demonstration expenditures.
While AMSO is the operator of the project during the RD&D phase, Total will provide a majority of the funding
during the RD&D phase, and technical assistance throughout the life of the project. Total will lead the planning of the
commercial development and will assume management responsibilities during the subsequent commercial phase.

The Company consolidated AMSO, LLC prior to the closing of the transaction with Total. Beginning with the closing,
the Company accounts for its 50% ownership interest in AMSO, LLC using the equity method since the Company has
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the ability to exercise significant influence over its operating and financial matters, although it no longer controls
AMSO, LLC. AMSO, LLC is a variable interest entity, however, the Company is not the primary beneficiary because
it will not absorb a majority of the expected losses or receive a majority of the expected residual returns.

The following table summarizes the change in the balance of the Company’s Investment in AMSO, LLC beginning
with Total’s acquisition of a 50% interest in AMSO, LLC. The investment in AMSO, LLC is included in
“Investments-long-term” in the consolidated balance sheet and equity in net loss of AMSO, LLC is included in “Other
income (expense), net” in the consolidated statement of operations.
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Six Months
Ended

January 31,
2010

Period from
March 2,
2009 to
July 31,

2009
(in thousands)

Balance, beginning of period $278 $(65 )
Capital contributions 744 1,074
Equity in net loss of AMSO, LLC (712 ) (731 )

Balance, end of period $310 $278

In accordance with the agreement between the parties, AMSO has committed to a total investment of $10.0 million in
AMSO, LLC, subject to certain exceptions described below where the amount could be greater or lesser. Total has the
option of withdrawing from AMSO, LLC and terminating its obligation to make capital contributions at the end of the
first phase, and in that case AMSO’s commitment would be reduced to $5.3 million.

Although, subject to certain exceptions, AMSO and Total are not obligated to make additional contributions beyond
their respective shares (which for AMSO is $10.0 million), they could dilute or forfeit their ownership interests in
AMSO, LLC if they fail to contribute their respective shares for additional funding.

Total can increase AMSO’s initial required funding commitment of $10.0 million up to an additional $8.75 million if
Total wishes to continue to fund the pilot test up to an agreed upon commitment level.

At January 31, 2010, the Company’s estimated maximum exposure to additional loss as a result of its required
investment in AMSO, LLC was $7.4 million. The Company’s estimated maximum exposure to additional loss will
increase as AMSO’s commitment to fund AMSO, LLC increases. The estimated maximum exposure at January 31,
2010 was determined as follows:

(in
thousands)

AMSO’s total committed investment in AMSO, LLC $10,000
Less: 20% of capital contributions to AMSO, LLC prior to March 2, 2009 (807 )
Less: cumulative capital contributions to AMSO, LLC on and after March 2, 2009 (1,818 )

EsEstimated maximum exposure to additional loss $7,375

AMSO’s total committed investment in AMSO, LLC and its estimated maximum exposure to additional loss is subject
to certain exceptions where the amounts could be greater. One exception is the additional funding that may be
necessary to fund the pilot test as described above. The other significant exception is additional capital contributions
that may be required to fund unexpected liabilities, in the event they occur, outside the purview of the traditional
research, development and demonstration operations incorporated in AMSO, LLC’s budgeting and planning. However,
any additional capital contributions for such liabilities would have to be authorized by both AMSO and Total.

Summarized unaudited balance sheet data of AMSO, LLC is as follows:

January 31,
2010

July 31,
2009

(in thousands)
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Assets
Cash and cash equivalents $2,231 $2,088
Other current assets 369 451
Equipment, net 20 8
Other assets 433 —

Total assets $3,053 $2,547

Liabilities and members’ interests
Current liabilities $1,114 $960
Other liabilities 194 —
Members’ interests 1,745 1,587

Total liabilities and members’ interests $3,053 $2,547
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Summarized unaudited statement of operations data of AMSO, LLC is as follows:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands)

Revenues $— $— $— $—
Costs and expenses:
Research and development 1,712 2,330 3,559 3,026

Total costs and expenses 1,712 2,330 3,559 3,026

Net loss $(1,712 ) $(2,330 ) $(3,559 ) $(3,026 )

Note 7—Equity

Changes in the components of equity were as follows:

Six Months Ended
January 31, 2010

Attributable
to IDT

Corporation
Noncontrolling

Interests Total
(in thousands)

Balance, July 31, 2009 $176,294 $ 3,148 $179,442
Repurchases of common stock and Class B common stock through
repurchase program (1,723 ) — (1,723 )
Distributions — (1,694 ) (1,694 )
CTM Spin-Off (14,169 ) (1,617 ) (15,786 )
Stock based compensation 1,890 — 1,890
Comprehensive loss:
Net income 228 34 262
Other comprehensive loss (33 ) — (33 )

Comprehensive income 195 34 229

Balance, January 31, 2010 $162,487 $ (129 ) $162,358

On August 1, 2009, the Company adopted the accounting standard relating to noncontrolling interests in consolidated
financial statements (see Note 15).

On October 21, 2009, upon the retirement of Mr. James A. Courter as the Company’s Chief Executive Officer,
Mr. Courter surrendered options to purchase an aggregate of 0.9 million shares of the Company’s Class B common
stock (which constituted all of such options held by Mr. Courter) and received a grant of 0.3 million restricted shares
of the Company’s Class B common stock. All of the restricted shares were vested on the date of grant. In the six
months ended January 31, 2010, the Company recognized $0.6 million of stock based compensation as a result of the
grant of the restricted stock. Pursuant to a Warrant to Purchase Common Stock executed by the Company and Mr.
Courter, for a period of five years from October 21, 2009, and subject to certain conditions, Mr. Courter will have the
right to exchange 0.2 million of the shares of the Company’s Class B common stock for the number of shares of
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common stock of Genie Energy Corporation equal to 1% of the outstanding equity of Genie Energy Corporation as of
October 21, 2009. Genie Energy Corporation was organized in August 2009 and will be comprised of IDT Energy and
Alternative Energy (which consists of AMSO and the Company’s interest in Israel Energy Initiatives, Ltd.).

On October 31, 2008, the Company entered into an Amended and Restated Employment Agreement with
Mr. Howard S. Jonas, the Company’s Chairman of the Board and as of October 22, 2009 the Company’s Chief
Executive Officer. Pursuant to this agreement (i) the term of Mr. Jonas’ employment with the Company runs until
December 31, 2013 and (ii) Mr. Jonas was granted 1.2 million restricted shares of the Company’s Class B common
stock and 0.9 million restricted shares of the Company’s common stock in lieu of a cash base salary beginning
January 1, 2009 through December 31, 2013. The restricted shares vest in different installments throughout the term
of Mr. Jonas’ employment as delineated in the agreement, and all of the restricted shares paid to Mr. Jonas under the
agreement automatically vest in the event of (i) a change in control of the Company; (ii) Mr. Jonas’ death; or (iii) if
Mr. Jonas is terminated without cause or if he terminates his employment for good reason as defined in the agreement.
A pro rata portion of the restricted shares will vest in the event of termination for cause. Total unrecognized
compensation cost on the grant date was $5.5 million. The unrecognized compensation cost is expected to be
recognized over the vesting period from January 1, 2009 through December 31, 2013. The Company recognized
compensation cost related to this agreement of $0.2 million and $0.4 million in the three and six months ended
January 31, 2010, respectively, and $0.1 million in the three and six months ended January 31, 2009.
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On November 5, 2008, the Company amended Mr. Courter’s employment agreement. Pursuant to the amendment,
Mr. Courter was granted 0.4 million restricted shares of the Company’s Class B common stock in lieu of a cash base
salary from January 1, 2009 until October 21, 2009. The restricted shares vested on October 21, 2009, the last day of
the term under the amended employment agreement. Total unrecognized compensation cost on the grant date was $0.8
million. The Company recognized compensation cost related to this agreement of $0.2 million in the three and six
months ended January 31, 2010 and $0.1 million in the three and six months ended January 31, 2009.

In June 2006, the Company’s Board of Directors authorized a stock repurchase program for the repurchase of up to an
aggregate of 8.3 million shares of the Company’s Class B common stock and common stock, without regard to class.
On December 17, 2008, the Company’s Board of Directors increased the aggregate number of shares of the Company’s
Class B common stock and common stock, without regard to class, that the Company is authorized to repurchase
under the stock repurchase program from the 3.3 million shares that remained available for repurchase to 8.3 million
shares. In the six months ended January 31, 2010, the Company repurchased an aggregate of 0.2 million shares of
Class B common stock and 0.5 million shares of common stock for an aggregate purchase price of $1.7 million. In the
six months ended January 31, 2009, the Company repurchased an aggregate of 1.4 million shares of Class B common
stock and 1.0 million shares of common stock for an aggregate purchase price of $5.1 million. As of January 31, 2010,
5.4 million shares remained available for repurchase under the stock repurchase program.

Note 8—Earnings Per Share

Basic earnings per share is computed by dividing net income (loss) attributable to all classes of common stockholders
of the Company by the weighted average number of shares of all classes of common stock outstanding during the
applicable period. Diluted earnings per share is computed in the same manner as basic earnings per share, except that
the number of shares is increased to include non-vested restricted stock and to assume exercise of potentially dilutive
stock options using the treasury stock method, unless the effect of such increase is anti-dilutive.

The weighted-average number of shares used in the calculation of basic and diluted earnings per share attributable to
the Company’s common stockholders consists of the following:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands)

Basic weighted-average number of shares 20,563 22,872 20,377 23,596
Effect of dilutive securities:
Non-vested restricted common stock 466 — 382 —
Non-vested restricted Class B common stock 424 — 268 —

Diluted weighted-average number of shares 21,453 22,872 21,027 23,596

The following securities have been excluded from the dilutive earnings per share computations because their inclusion
would have been anti-dilutive:

At January 31,
2010 2009

(in thousands)
Stock options 883 2,101
Non-vested restricted common stock — 883
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Non-vested restricted Class B common stock — 1,644

Total 883 4,628

For the three and six months ended January 31, 2010, outstanding stock options were not included in the diluted
earnings per share because they were anti-dilutive, since the exercise prices of the stock options were greater than the
average market price of the Company’s stock during the periods. For the three and six months ended January 31, 2009,
the diluted earnings per share equals basic earnings per share because the Company had losses from continuing
operations and the impact of the assumed exercise of stock options and non-vested restricted stock would have been
anti-dilutive.
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Note 9—Comprehensive Income (Loss)

The Company’s comprehensive income (loss) consists of the following:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands)

Net income (loss) $3,919 $(62,539 ) $262 $(100,161 )
Foreign currency translation adjustments (1,235 ) (2,836 ) 67 (14,065 )
Unrealized gains (loss) on available-for-sale securities 8 490 (100 ) 2,998

Comprehensive income (loss) 2,692 (64,885 ) 229 (111,228 )
Comprehensive (income) loss attributable to noncontrolling
interests (210 ) 553 (34 ) 917

Comprehensive income (loss) attributable to IDT
Corporation $2,482 $(64,332 ) $195 $(110,311 )

Note 10—Impairments

The Company’s impairments by business segment consist of the following:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in thousands)

Telecom Platform Services $(28 ) $13 $— $13
All Other — 8,787 (106 ) 8,787

Total $(28 ) $8,800 $(106 ) $8,800

The Company recorded aggregate impairment charges of $8.8 million in the three and six months ended January 31,
2009 of which $5.3 million related to Federal Communications Commission (“FCC”) licenses and $3.5 million related
to other assets. IDT Spectrum, which is included in All Other, holds a significant number of FCC licenses for
commercial fixed wireless spectrum. Certain events and circumstances in the three months ended January 31, 2009
indicated that these FCC licenses may be impaired. IDT Spectrum recorded impairment in the three months ended
January 31, 2009 of $5.3 million, which reduced the carrying value of its FCC licenses to zero. The Company
estimated the fair value of these FCC licenses based on IDT Spectrum’s continuing operating losses and projected
losses for the foreseeable future. Also in the three months ended January 31, 2009, the Company recorded an
impairment of $3.5 million which reduced the carrying value of a building held for sale. The building was sold in June
2009.

Note 11—Restructuring Charges

The Company’s restructuring charges by business segment consist of the following:

Three Months Ended
January 31,

Six Months Ended
January 31,
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2010 2009 2010 2009
(in thousands)

Telecom Platform Services $638 $4,670 $578 $3,890
IDT Energy 63 — 63 15
All Other 52 287 24 938
Corporate 879 1,013 1,004 2,341

Total $1,632 $5,970 $1,669 $7,184

The restructuring charges in the three and six months ended January 31, 2010 and 2009 consisted primarily of
severance related to a company-wide cost savings program and reduction in force. As of January 31, 2010, these
programs resulted in the termination of approximately 1,590 employees since the third quarter of fiscal 2006. As of
January 31, 2010, the Company had a total of approximately 1,170 employees, of which approximately 840 are
located in the United States and approximately 330 are located at the Company’s international operations. The
Telecom Platform Services segment’s restructuring charges in the six months ended January 31, 2009 are net of the
reversal of accrued severance of $2.6 million as a result of modifications to retention and severance agreements with
certain employees. The restructuring charges in the six months ended January 31, 2009 also included costs for the
shutdown or consolidation of certain facilities of $0.4 million in Corporate and $0.8 million in Telecom Platform
Services.
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The following table summarizes the changes in the reserve balances related to the Company’s restructuring activities
(substantially all of which relates to workforce reductions):

Balance at
July 31,

2009
Charged to

Expense Payments

Balance at
January 31,

2010
(in thousands)

IDT Telecom $2,918 $578 $(2,419 ) $1,077
IDT Energy — 63 (63 ) —
All Other 16 24 (15 ) 25
Corporate 3,622 1,004 (1,702 ) 2,924

Total $6,556 $1,669 $(4,199 ) $4,026

Note 12—Business Segment Information

The Company has the following four reportable business segments: Telecom Platform Services, Consumer Phone
Services, IDT Energy and Alternative Energy. All other operating segments that are not reportable individually are
included in All Other. Telecom Platform Services and Consumer Phone Services comprise the IDT Telecom division.
IDT Energy and Alternative Energy comprise the Genie Energy division. The Company’s reportable segments are
distinguished by types of service, customers and methods used to provide their services. The operating results of these
business segments are regularly reviewed by the Company’s chief operating decision maker.

The Telecom Platform Services segment provides various telecommunications services including prepaid and
rechargeable calling cards, a range of voice over Internet protocol, or VoIP, communications services and wholesale
carrier services. The Consumer Phone Services segment provides consumer local and long distance services in the
United States. The IDT Energy segment operates the Company’s energy services company, or ESCO, in New York
State. The Alternative Energy segment consists of AMSO, which holds and manages the Company’s 50% interest in
AMSO, LLC, the Company’s U.S. oil shale initiative, and the Company’s 89% interest in Israel Energy Initiatives, Ltd.,
the Company’s Israeli alternative energy venture. All Other includes (1) Zedge, a worldwide destination for the
discovery and distribution of mobile content, (2) certain real estate and (3) other smaller businesses. Corporate costs
include certain services, such as corporate compensation, consulting fees, treasury and accounts payable, tax and
accounting services, human resources and payroll, corporate purchasing, corporate governance including Board of
Directors’ fees, internal and external audit, investor relations, corporate insurance, corporate legal, business
development, and other corporate-related general and administrative expenses including, among others, facilities
costs, charitable contributions and travel, as well as depreciation expense on corporate assets. Corporate does not
generate any revenues, nor does it incur any direct cost of revenues.

Alternative Energy, which was previously included in All Other, is a reportable business segment beginning in the
first quarter of fiscal 2010. To the extent possible, comparative historical results have been reclassified and restated as
if the fiscal 2010 business segment structure existed in all periods presented, although these results may not be
indicative of the results which would have been achieved had the business segment structure been in effect during
those periods.

The accounting policies of the segments are the same as the accounting policies of the Company as a whole. The
Company evaluates the performance of its business segments based primarily on operating income (loss). IDT
Telecom depreciation and amortization are allocated to Telecom Platform Services and Consumer Phone Services
because the related assets are not tracked separately by segment. There are no other significant asymmetrical
allocations to segments.
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Operating results for the business segments of the Company are as follows:

(in thousands)

Telecom
Platform
Services

Consumer
Phone

Services
IDT

Energy
Alternative

Energy All Other Corporate Total
Three Months Ended
January 31, 2010
Revenues $290,417 $9,922 $60,746 $— $1,587 $— $362,672
Operating income
(loss) 137 3,152 11,780 (1,115 ) (2,354 ) (3,970 ) 7,630
Impairments (28 ) — — — — — (28 )
Restructuring
charges 638 — 63 — 52 879 1,632

Three Months Ended
January 31, 2009
Revenues $293,951 $14,139 $93,892 $— $1,959 $— $403,941
Operating (loss)
income (6,059 ) 6,136 16,440 (3,966 ) (11,407 ) (7,342 ) (6,198 )
Impairments 13 — — — 8,787 — 8,800
Restructuring
charges 4,670 — — — 287 1,013 5,970

Six Months Ended
January 31, 2010
Revenues $565,601 $20,289 $101,059 $— $3,052 $— $690,001
Operating (loss)
income (4,643 ) 7,028 22,274 (2,611 ) (4,327 ) (9,936 ) 7,785
Impairments — — — — (106 ) — (106 )
Restructuring
charges 578 — 63 — 24 1,004 1,669

Six Months Ended
January 31, 2009
Revenues $614,091 $29,540 $161,052 $— $3,050 $— $807,733
Operating (loss)
income (15,356 ) 11,724 27,544 (4,842 ) (17,265 ) (20,054 ) (18,249 )
Impairments 13 — — — 8,787 — 8,800
Restructuring
charges 3,890 — 15 — 938 2,341 7,184

Note 13—Legal Proceedings

On July 2, 2009, Southwestern Bell Telephone Company and nine of its affiliates (collectively “Southwestern Bell”), all
local exchange carriers, filed a complaint in the United States District Court for the Northern District of Texas seeking
an accounting as well as declaratory, injunctive and monetary relief from the Company’s subsidiaries IDT Telecom,
Inc., Entrix Telecom Inc. and several as of yet unidentified entities affiliated with the Company. The complaint alleges
that the Company’s subsidiaries failed to pay hundreds of thousands, and potentially millions of dollars of “switched
access service” charges for calls made by consumers using the Company’s subsidiaries’ prepaid calling cards. The

Edgar Filing: IDT CORP - Form 10-Q

36



complaint alleges causes of action for (i) violation of federal tariffs, (ii) violation of state tariffs, and (iii) unjust
enrichment. On October 9, 2009, the Company filed a motion to stay or in the alternative to dismiss the complaint,
which Southwestern Bell opposed.  At this stage of the proceedings, the Company is unable to estimate its potential
liability for this claim.

On May 15, 2009, T-Mobile USA, Inc. (“T-Mobile”) filed a complaint (which was subsequently amended) against a
subsidiary of the Company, IDT Domestic Telecom, Inc. (“Domestic Telecom”), in the Superior Court of the State of
Washington, King County. The complaint alleges that Domestic Telecom breached a Wholesale Supply Agreement
entered into between T-Mobile and Domestic Telecom in February 2005, as amended, by failing to purchase at least
$75 million in services from T-Mobile (T-Mobile claims that Domestic Telecom purchased only approximately $31
million of services). T-Mobile is seeking monetary damages, including interest and costs, in an amount to be
determined at trial. The Company answered the complaint and asserted various counterclaims arising from T-Mobile’s
interference with the sales efforts of the Company’s prepaid wireless unit. The Court recently denied T-Mobile’s motion
for judgment on the pleadings in which T-Mobile had requested damages in an amount of approximately $44 million.
The parties have commenced discovery. The Company believes that it has valid defenses to T-Mobile’s allegations and
intends to conduct a vigorous legal defense. This matter is in its early stages and therefore the Company is unable to
form an estimate of any potential liabilities to the Company related to this matter.

On March 8, 2007, IDT Telecom, Inc. and UTA filed a complaint and on April 2, 2007 an amended complaint in the
United States District Court for the District of New Jersey against several prepaid calling card companies. The lawsuit
alleged that the defendants are systematically falsely promising minutes in their voice prompts and other
advertisements that consumers cannot obtain from the cards they have bought. The Company sought an injunction
barring the defendants from continuing their false promises as well as money damages and asserts that the defendants
have violated the federal Lanham Act as well as several states’ false advertising and deceptive trade practices statutes.
On May 9, 2007, the judge denied the Company’s motion for a preliminary injunction, which decision was affirmed by
the Court of Appeals for the Third Circuit. In 2007, the Company settled with five of the defendant groups and the
litigation continued against certain defendants affiliated with STi Prepaid, LLC (“STi defendants”). On January 29,
2010, the Company and the STi defendants reached a settlement in principle and the parties are currently negotiating
the terms of the settlement agreement.
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On June 1, 2006, the Company filed a complaint in the United States District Court for the District of New Jersey
alleging that eBay, Inc., Skype Technologies SA, Skype, Inc. and several as of yet unidentified business entities
(collectively, “Skype”) infringed patents owned by the Company. The Company’s complaint was amended to include
claims for Skype’s alleged infringement of additional patents, all owned by the Company. The lawsuit seeks, among
other things, an injunction enjoining Skype from infringing these patents and monetary damages in connection with
Skype’s alleged infringement. Skype has answered the complaint and amended complaints, denying any liability with
respect to the Company’s claims and asserted counterclaims. The parties have exchanged expert reports, are
completing pre-trial discovery and submitted a final pre-trial order to the Court in December 2008. A request has been
filed with the United States Patent and Trademark Office (“USPTO”) to reexamine the patents in question. All of our
claims were initially rejected, and we were given the opportunity to respond. We responded to those rejections and we
await the next office action from the USPTO.

On February 20, 2008, eBay, Inc. filed a complaint (which was subsequently amended) in the United States District
Court for the Western District of Arkansas alleging that IDT Corporation, Net2Phone, Inc., IDT Telecom, Inc. and
UTA infringed U.S. Patent No. 6,067,350 that is owned by eBay, Inc. The lawsuit seeks, among other things, an
injunction enjoining the Company from infringing the patent and an undetermined amount of monetary damages in
connection with the Company’s alleged infringement. On April 23, 2008, the Company answered eBay’s complaint and
denied all wrongdoing. The Company also filed counterclaims against eBay for infringement of Net2Phone
patents: U.S. Patents numbers 6,275,490; 5,974,414; and 6,631,399. The Company asked the court in Arkansas to
enjoin those portions of eBay’s auction business that infringe Net2Phone patents and to award Net2Phone damages as
a result of eBay’s patent infringement. eBay has answered Net2Phone’s counterclaims, denied all wrongdoing and
asserted counterclaims. Expert reports are due on April 1, 2010 and a trial date is set for August 23, 2010 in the
Arkansas litigation.

On May 5, 2004, the Company filed a complaint in the Supreme Court of the State of New York, County of New
York, seeking injunctive relief and damages against Tyco Group, S.A.R.L., Tyco Telecommunications (US) Inc. (f/k/a
TyCom (US) Inc.), Tyco International, Ltd., Tyco International (US) Inc., and TyCom Ltd. The Company alleged that
the defendants breached a settlement agreement that they had entered into with the Company to resolve certain
disputes and civil actions among the parties. The Company alleged that the defendants did not provide the Company,
as required under the settlement agreement, free of charge and for the Company’s exclusive use, a 15-year indefeasible
right to use four Wavelengths in Ring Configuration (as defined in the settlement agreement) (“Wavelengths”) on a
global undersea fiber optic network that TyCom Ltd. was deploying at that time. In June 2004, Tyco International
(US) Inc. and Tyco Telecommunications (US) Inc. asserted several counterclaims against the Company, alleging that
the Company breached the settlement agreement and is liable for damages for allegedly refusing to accept the
defendants’ offer regarding the Wavelengths referenced in the settlement agreement and for making a public statement
that Tyco failed to provide the Company with the use of its Wavelengths. On August 19, 2008, the Appellate Division
granted summary judgment in favor of defendants dismissing the complaint and remanded the matter to the Supreme
Court for further proceedings. On October 22, 2009, the Court of Appeals issued an Order denying the Company’s
appeal and affirming the Appellate Division’s order. On November 17, 2009, the Company sent the defendants a letter
demanding that they comply with their obligations under the settlement agreement. The parties are engaged in
discussions about the Wavelengths.

On March 29, 2004, D. Michael Jewett (“Plaintiff”), a former employee whose employment the Company terminated
less than seven months after he was first hired, filed a complaint against the Company in the United States District
Court, District of New Jersey, following his termination. The complaint alleges (i) violations of the New Jersey
Anti-Racketeering Statute; (ii) violations of the New Jersey Conscientious Employee Protection Act (“CEPA”);
(iii) violations of the New Jersey Law Against Discrimination (“LAD”); (iv) common law defamation; and (v) New
Jersey common law intentional infliction of emotional distress (“IIED”). Jewett is seeking damages of $31 million, plus
attorneys’ fees. The Court dismissed the Anti-Racketeering claim and a portion of the LAD claim; and narrowed the
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remaining claims described above. The Company denies liability for the remaining claims. On January 25, 2006,
Plaintiff filed an amended supplemental pleading which the Company moved to dismiss. Plaintiff opposed the
Company’s motion. On September 11, 2007, the Court issued an order which dismissed the CEPA and LAD claims,
without prejudice, against all individual defendants with the exception of Plaintiff’s direct supervisor. The Court also
granted in part and denied in part the Company’s motion to dismiss the supplemental complaint, and dismissed
Plaintiff’s abuse of process and defamation claims with prejudice. However, the Court denied the Company’s motion to
dismiss the count for IIED. Thereafter, defendants were permitted to file another motion to dismiss Plaintiff’s IIED
claim in the amended supplemental complaint, which the Plaintiff opposed. On February 19, 2008, the Court issued an
Opinion and Order dismissing plaintiff’s IIED claim. Plaintiff also sought leave to amend his complaint and
supplemental complaint to add some additional claims, which was denied as well. Fact discovery and expert discovery
is complete. On February 25, 2010, the Company filed a motion for summary judgment. The Plaintiff’s opposition is
due on March 29, 2010.

On April 1, 2004, Plaintiff sent a copy of his complaint to the United States Attorney’s Office because in his
complaint, Plaintiff alleged, among other things, that improper payments were made to foreign officials in connection
with an IDT Telecom contract. As a result, the Department of Justice (“DOJ”), the SEC and the United States Attorney
in Newark, New Jersey conducted an investigation of this matter. The Company and the Audit Committee of the
Company’s Board of Directors initiated independent investigations, by outside counsel, regarding certain of the matters
raised in the Jewett complaint and in these investigations. Neither the Company’s nor the Audit Committee’s
investigations have found any evidence that the Company made any such improper payments to foreign officials. The
Company continues to cooperate with these investigations, which the SEC and DOJ have confirmed are still ongoing.
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In addition to the foregoing, the Company is subject to other legal proceedings that have arisen in the ordinary course
of business and have not been finally adjudicated. Although there can be no assurance in this regard, in the opinion of
the Company’s management, none of the other legal proceedings to which the Company is a party will have a material
adverse effect on the Company’s results of operations, cash flows or financial condition.

Note 14—Commitments and Contingencies

The Company had purchase commitments and other obligations of $1.8 million as of January 31, 2010.

The Company currently remains subject to examinations of its income tax returns as follows: U.S. federal tax returns
for fiscal 2005 to fiscal 2009, state and local tax returns generally for fiscal 2001 to fiscal 2009 and foreign tax returns
generally for fiscal 2002 to fiscal 2009. The Internal Revenue Service is currently conducting an audit of the
Company’s U.S. federal tax returns for fiscal years 2006, 2007 and 2008. Management of the Company believes that it
has adequately reserved for all tax positions, however amounts asserted by taxing authorities could be greater than the
accrued amounts. Accordingly, additional tax provisions may be recorded in the future as revised estimates are made
or the underlying matters are settled or resolved.

The Company is subject to value added tax (“VAT”) audits from time-to-time in various jurisdictions. On September 4,
2008, a Swedish court granted an application made by the Swedish Tax Agency to seize SEK 100 million ($13.5
million) of assets owned by one of the Company’s subsidiaries, Inter Direct Tel Ltd., as security for payment of VAT.
Inter Direct Tel appealed the seizure order and on October 6, 2008, the appellate court reversed the lower court’s
seizure order. On December 17, 2008, the Swedish Tax Agency sent Inter Direct Tel an Audit Memo
describing its reasoning for a VAT assessment of approximately SEK 112 million ($15.2 million) and SEK 22 million
($3.0 million) in penalties. On March 27, 2009, Inter Direct Tel responded to the comments in the Audit Memo. On
June 5, 2009, Inter Direct Tel received a re-assessment from the Swedish Tax Agency in the same amounts assessed in
the Audit Memo with the payment due on July 13, 2009. Inter Direct Tel received a suspension of the payment
obligation until the matter is addressed by the appropriate court. On September 30, 2009, Inter Direct Tel filed an
appeal of the re-assessment. On October 27, 2009, the Swedish Tax Agency issued its decision on the re-assessment
which did not change its previous assessment. On December 9, 2009, Inter Direct Tel submitted its response to the
Swedish Tax Agency’s decision to the County Administrative Court in Vänersborg. The case was recently transferred
to a new County Administrative Court in Gothenburg and the Company is awaiting the Court’s decision. The Company
cannot be certain of the ultimate outcome of this matter at this time. Imposition of assessments as a result of VAT
audits could have an adverse affect on the Company’s results of operations, cash flows and financial condition.

The Company is subject to audits in various jurisdictions for various other taxes, including sales and use tax, payroll
tax, gross receipts tax and property tax. Two of the more significant audits relate to sales and use tax in New Jersey
and payroll tax in Newark, New Jersey, for which the Company has accrued an aggregate of $5.8 million as of
January 31, 2010. Management of the Company believes that it has adequately provided for all of the obligations for
these taxes, however amounts asserted by taxing authorities or the amount ultimately assessed against the Company
could be greater than the accrued amounts. Accordingly, additional provisions may be recorded in the future as
revised estimates are made or underlying matters are settled or resolved. Imposition of assessments as a result of
audits related to these other taxes could have an adverse affect on the Company’s results of operations, cash flows and
financial condition.

As of January 31, 2010, the Company had letters of credit outstanding totaling $20.8 million, the majority of which
expire by January 31, 2011. As of January 31, 2010 and July 31, 2009, cash and cash equivalents of $19.7 million and
$65.0 million, respectively, that serve as collateral were restricted against such letters of credit, and were included in
“Restricted cash and cash equivalents” in the Company’s condensed consolidated balance sheets. Also, as of July 31,
2009, marketable securities of $5.1 million were restricted primarily against letters of credit, and were included in
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“Marketable securities” in the Company’s condensed consolidated balance sheet. The letters of credit outstanding at
January 31, 2010 and July 31, 2009 were collateral to secure equipment financing, mortgage repayments on various
buildings and IDT Energy’s purchases of natural gas, electric capacity, energy and ancillary services.

As of June 29, 2009, IDT Energy entered into a Preferred Supplier Agreement with BP Energy Company and BP
Corporation North America Inc. (collectively “BP”), pursuant to which BP is IDT Energy’s preferred provider of
electricity and natural gas in New York State. The agreement allows for purchases of electricity and natural gas for
customers in areas where the utilities have purchase of receivable programs, and includes a one-time inclusion of
existing IDT Energy customers not covered by a purchase of receivable program. IDT Energy purchases electricity
and natural gas from BP and pays a fee based on volumetric loads in accordance with the agreement. IDT Energy’s
obligations to BP are secured by its receivables from its customers and under certain circumstances the posting of
letters of credit. The term of this agreement is two years, with an automatic renewal for an additional year unless
either party objects. IDT Energy’s ability to purchase electricity and natural gas under this agreement is subject to
satisfaction of certain conditions including the maintenance of certain covenants. As a result of this agreement, an
aggregate of $57.0 million in letters of credit outstanding at July 31, 2009 that was collateral for IDT Energy was
reduced to $6.4 million at January 31, 2010.
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As of January 31, 2010 and July 31, 2009, “Cash and cash equivalents” in the Company’s condensed consolidated
balance sheets included approximately $10 million that was held pursuant to regulatory requirements related to IDT
Financial Services, our European prepaid payment services business.

In connection with the sale of IDT Entertainment to Liberty Media Corporation in the first quarter of fiscal 2007, the
Company is eligible to receive additional consideration from Liberty Media based upon any appreciation in the value
of IDT Entertainment over the five-year period following the closing of the transaction or a shorter period under
specified circumstances (“Contingent Value”), equal to 25% of the excess, if any, of the net equity value of IDT
Entertainment over $453 million. However, the Company would have to pay Liberty Media up to $3.5 million if the
Contingent Value does not exceed $439 million, for which $3.5 million is included in “Other long-term liabilities” in the
condensed consolidated balance sheet.

Note 15—Recently Adopted Accounting Standards and Recently Issued Accounting Standards Not Yet Adopted

In September 2009, the Company adopted changes issued by the Financial Accounting Standards Board (“FASB”) to the
authoritative hierarchy of U.S. GAAP. These changes establish the FASB Accounting Standards Codification™ (or
Codification) as the source of authoritative U.S. GAAP for all non-governmental entities. Rules and interpretive
releases of the SEC under authority of federal securities laws are also sources of authoritative U.S. GAAP for SEC
registrants. The Codification did not change or alter existing U.S. GAAP. The adoption of these changes had no
impact on the Company’s financial position, results of operations or cash flows.

On August 1, 2009, the Company adopted the accounting standard relating to noncontrolling interests in consolidated
financial statements. This standard clarifies that a noncontrolling interest in a subsidiary, which was previously
referred to as a minority interest, is an ownership interest in the consolidated entity that should be reported as equity in
the consolidated financial statements. Also, this standard requires consolidated net income (loss) to include the
amounts attributable to both the parent and the noncontrolling interest, and it requires disclosure of the amounts of net
income (loss) attributable to the parent and to the noncontrolling interest. Finally, this standard requires increases and
decreases in the noncontrolling ownership interest amount to be accounted for as equity transactions, and the gain or
loss on the deconsolidation of a subsidiary will be measured using the fair value of any noncontrolling equity
investment rather than the carrying amount of the retained investment. As required by this standard, the Company
retrospectively changed the classification and presentation of noncontrolling interests in its financial statements for all
prior periods. The adoption of this standard did not have a material impact on the Company’s financial position, results
of operations or cash flows. In January 2010, the FASB amended the accounting standard relating to noncontrolling
interests in consolidated financial statements (1) to address implementation issues related to the changes in ownership
provisions of the standard and (2) to expand the disclosures about the deconsolidation of a subsidiary or derecognition
of a group of assets within the scope of the standard. These amendments were effective for the Company when they
were issued by the FASB. The adoption of the amendments to this standard did not have a material impact on the
Company’s financial position, results of operations or cash flows.

In June 2009, the FASB issued changes to the accounting for transfers of financial assets. These changes include
(a) eliminating the concept of a qualifying special-purpose entity (“QSPE”), (b) clarifying and amending the
derecognition criteria for a transfer to be accounted for as a sale, (c) amending and clarifying the unit of account
eligible for sale accounting, and (d) requiring that a transferor initially measure at fair value and recognize all assets
obtained and liabilities incurred as a result of a transfer of an entire financial asset or group of financial assets
accounted for as a sale. Additionally, on and after the effective date, existing QSPEs must be evaluated for
consolidation by reporting entities in accordance with the applicable consolidation guidance. These changes also
require enhanced disclosures about, among other things, (a) a transferor’s continuing involvement with transfers of
financial assets accounted for as sales, (b) the risks inherent in the transferred financial assets that have been retained,
and (c) the nature and financial effect of restrictions on the transferor’s assets that continue to be reported in the
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statement of financial position. The Company is required to adopt these changes on August 1, 2010. The Company is
currently evaluating the impact of these changes on its consolidated financial statements.

In June 2009, the FASB issued changes to the consolidation guidance applicable to a variable interest entity (“VIE”)
including amending the guidance governing the determination of whether an enterprise is the primary beneficiary of a
VIE, and is, therefore, required to consolidate the entity, by requiring a qualitative analysis rather than a quantitative
analysis. The qualitative analysis will include, among other things, consideration of who has the power to direct the
activities of the entity that most significantly impact the entity’s economic performance and who has the obligation to
absorb losses or the right to receive benefits of the VIE that could potentially be significant to the VIE. The changes
also require continuous reassessments of whether an enterprise is the primary beneficiary of a VIE and enhanced
disclosures about an enterprise’s involvement with a VIE. The Company is required to adopt these changes on
August 1, 2010. The Company is currently evaluating the impact of these changes on its consolidated financial
statements.
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In January 2010, the FASB amended the accounting standard relating to extractive activities-oil and gas to align its oil
and gas reserve estimation and disclosure requirements with the requirements of the SEC’s final rule, Modernization of
the Oil and Gas Reporting Requirements, that was issued on December 31, 2008. The amendments are designed to
modernize and update the oil and gas disclosure requirements and related definitions to align them with current
practices and changes in technology. One of the provisions of the amendments is the expansion of the definition of
oil- and gas-producing activities to include the extraction of saleable hydrocarbons, in the solid, liquid or gaseous
state, from oil sands, shale, coalbeds, or other nonrenewable natural resources that are intended to be upgraded into
synthetic oil or gas, and activities undertaken with a view to such extraction. AMSO, LLC and Israel Energy
Initiatives, Ltd. are currently performing research and development activities. Their activities will meet the new
definition of oil- and gas-producing activities if and when either of them begins extraction or production of saleable
hydrocarbons from oil shale. If and when this occurs, AMSO, LLC or Israel Energy Initiatives, Ltd. will comply with
the amended disclosure requirements, as well as begin to account for their activities using one of the two accounting
methods for oil and gas production under U.S. GAAP, namely full-cost or successful-efforts.

In January 2010, the FASB amended the accounting standard relating to fair value measurements primarily to improve
the disclosures about fair value measurements in financial statements. The main provisions of the amendment require
new disclosures about (1) transfers in and out of the three levels of the fair value hierarchy and (2) activity within
Level 3 of the hierarchy. In addition, the amendment clarifies existing disclosures about (1) the level of disaggregation
of fair value measurements, (2) valuation techniques and inputs used to measure fair value, and (3) postretirement
benefit plan assets. The Company is required to adopt these changes to its disclosures about fair value measurements
on February 1, 2010, except for certain of the disclosures about the activity within Level 3, which are required to be
adopted on August 1, 2011. The Company does not expect the adoption of these changes to its disclosures about fair
value measurements to have an impact on its financial position, results of operations or cash flows.
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Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following information should be read in conjunction with the accompanying condensed consolidated financial
statements and the associated notes thereto of this Quarterly Report, and the audited consolidated financial statements
and the notes thereto and our Management’s Discussion and Analysis of Financial Condition and Results of Operations
contained in our Annual Report on Form 10-K for the year ended July 31, 2009, as filed with the U.S. Securities and
Exchange Commission (or SEC).

In accordance with Item 10(f)(1)(i) of Regulation S-K, we qualify as a “smaller reporting company” because our public
float was below $75 million as of January 29, 2010, the last business day of our second fiscal quarter. We therefore
followed the disclosure requirements of Regulation S-K applicable to smaller reporting companies in this Quarterly
Report on Form 10-Q.

As used below, unless the context otherwise requires, the terms “the Company,” “IDT,” “we,” “us,” and “our” refer to IDT
Corporation, a Delaware corporation, its predecessor, International Discount Telecommunications, Corp., a New York
corporation, and their subsidiaries, collectively.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including statements that contain the
words “believes,” “anticipates,” “expects,” “plans,” “intends,” and similar words and phrases. These forward-looking statements
are subject to risks and uncertainties that could cause actual results to differ materially from the results projected in
any forward-looking statement. In addition to the factors specifically noted in the forward-looking statements, other
important factors, risks and uncertainties that could result in those differences include, but are not limited to, those
discussed under Item 1A to Part I “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended July 31,
2009. The forward-looking statements are made as of the date of this report and we assume no obligation to update the
forward-looking statements, or to update the reasons why actual results could differ from those projected in the
forward-looking statements. Investors should consult all of the information set forth in this report and the other
information set forth from time to time in our reports filed with the SEC pursuant to the Securities Act of 1933 and the
Securities Exchange Act of 1934, including our Annual Report on Form 10-K for the year ended July 31, 2009.

Overview

General

We are a consumer services focused, multinational holding company with operations primarily in the
telecommunications and energy industries. Our principal businesses consist of:

●IDT Telecom, which is comprised of Telecom Platform Services and Consumer Phone Services. Telecom Platform
Services provides various telecommunications services including prepaid and rechargeable calling cards, a range of
voice over Internet protocol, or VoIP, communications services and wholesale carrier services. Consumer Phone
Services provides consumer local and long distance services in the United States.

●Genie Energy, which is comprised of IDT Energy and Alternative Energy. IDT Energy operates our energy services
company, or ESCO, in New York State, which provides electricity and natural gas to residential and small business
customers. Alternative Energy consists of American Shale Oil Corporation, or AMSO, which holds and manages our
50% interest in American Shale Oil, L.L.C., or AMSO, LLC, our U.S. oil shale initiative, and Israel Energy
Initiatives, Ltd., or IEI, our Israeli alternative energy venture.
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We also hold assets including certain real estate and operate other smaller or early-stage initiatives and operations.

We conduct our business through the following four reportable segments: Telecom Platform Services, Consumer
Phone Services, IDT Energy and Alternative Energy. All other operating segments that are not reportable individually
are included in All Other.

Discontinued Operations

CTM Media Holdings, Inc.

On September 14, 2009, we completed the CTM Spin-Off, which was a pro rata distribution of the common stock of
CTM Media Holdings, Inc., or CTM Holdings, to our stockholders of record as of the close of business on August 3,
2009. CTM Holdings’ businesses at the time of the CTM Spin-Off included CTM Media Group, IDW Publishing and
WMET 1160AM. CTM Holdings and subsidiaries met the criteria to be reported as discontinued operations and
accordingly, their assets, liabilities, results of operations and cash flows are classified as discontinued operations for
all periods presented. As of September 14, 2009, each of our stockholders of record as of the close of business on the
record date received: (i) one share of CTM Holdings Class A common stock for every three shares of the Company’s
common stock; (ii) one share of CTM Holdings Class B common stock for every three shares of the Company’s Class
B common stock; (iii) one share of CTM Holdings Class C common stock for every three shares of the Company’s
Class A common stock; and (iv) cash in lieu of a fractional share of all classes of CTM Holdings’ common stock.
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In September 2009, prior to the CTM Spin-Off, we funded CTM Holdings with an additional $2.0 million in cash.

Prior to the CTM Spin-Off, we provided certain services to CTM Holdings’ subsidiaries. We and CTM Holdings
entered into a Master Services Agreement, dated September 14, 2009, pursuant to which, among other things, we
provide certain administrative and other services to CTM Holdings on an interim basis. Such services include
assistance with periodic reports required to be filed with the SEC as well as maintaining minutes, books and records of
meetings of the Board of Directors and its committees, and assistance with corporate governance. In the three and six
months ended January 31, 2010, our selling, general and administrative expenses were reduced by $0.4 million and
$0.6 million, respectively, for the amounts charged to CTM Holdings. At January 31, 2010, other current assets
included $0.2 million due from CTM Holdings.

We and CTM Holdings entered into a Tax Separation Agreement, dated as of September 14, 2009, to provide for
certain tax matters including the assignment of responsibility for the preparation and filing of tax returns, the payment
of and indemnification for taxes, entitlement to tax refunds and the prosecution and defense of any tax controversies.
Pursuant to this agreement, we indemnify CTM Holdings from all liability for taxes of CTM Holdings and its
subsidiaries for periods ending on or before September 14, 2009, and CTM Holdings indemnifies us from all liability
for taxes of CTM Holdings and its subsidiaries accruing after September 14, 2009. Also, for periods ending on or
before September 14, 2009, we shall have the right to control the conduct of any audit, examination or other
proceeding brought by a taxing authority. CTM Holdings shall have the right to participate jointly in any proceeding
that may affect its tax liability unless we have indemnified CTM Holdings. Finally, CTM Holdings and its subsidiaries
agreed not to carry back any net operating losses, capital losses or credits for any taxable period ending after
September 14, 2009 to a taxable period ending on or before September 14, 2009 unless required by applicable law, in
which case any refund of taxes attributable to such carry back shall be for our account.

Hillview Avenue Realty, LLC

On July 31, 2009, Hillview Avenue Realty, LLC, or Hillview, a majority owned subsidiary of ours, closed on the sale
of its property located at 3373 and 3375 Hillview Avenue in Palo Alto, California. We have a 69.27% ownership
interest in Hillview. The property consisted of two interconnected office buildings located on 6.68 acres. The sales
price was $62.7 million. Our proceeds from the sale, after deduction of the mortgage debt secured by the property that
was assumed by the buyer or repaid in connection with the sale, and transaction expenses were $4.4 million, which
was received in August 2009. In November 2009, we paid $1.5 million of the proceeds to the minority owners of
Hillview. This sale met the criteria to be reported as discontinued operations and accordingly, the assets, liabilities,
results of operations and cash flows of the property are classified as discontinued operations for all periods presented.

Union Telecard Dominicana, S.A and Ethnic Grocery Brands LLC

On June 24, 2009, we acquired the 49% interest in Union Telecard Alliance, LLC, or UTA, that we did not own in
exchange for (a) $4.9 million in cash, (b) a promissory note in the principal amount of $1.2 million payable in
thirty-six equal monthly installments, (c) the forgiveness of a note receivable in the amount of $1.2 million including
principal and accrued interest, (d) the assignment of all of the interests in Union Telecard Dominicana, S.A., or UTA
DR, held by UTA, (e) the assignment of an 80% ownership interest in Ethnic Grocery Brands LLC, or EGB, held by
UTA, and (f) other consideration of $0.4 million. UTA retained a 10% ownership interest in EGB. In addition, the
seller may receive up to an additional $1.7 million for post-closing contingencies. The aggregate purchase price was
$9.7 million, which included the aggregate estimated fair value of the interests in UTA DR and EGB of $2.0 million.
UTA is the distributor of our prepaid calling cards in the United States. UTA DR and EGB met the criteria to be
reported as discontinued operations and accordingly, the assets, liabilities, results of operations and cash flows of
UTA DR and EGB are classified as discontinued operations for all periods presented.
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IDT Carmel

On January 30, 2009, IDT Carmel, Inc., IDT Carmel Portfolio Management LLC, and FFPM Carmel Holdings I LLC
(all of which are subsidiaries of ours and are collectively IDT Carmel) and Sherman Originator III LLC consummated
the sale, pursuant to a Purchase and Sale Contract, of substantially all of IDT Carmel Portfolio Management LLC’s
debt portfolios with an aggregate face value of $951.6 million for cash of $18.0 million. We exited the debt collection
business in April 2009. IDT Carmel met the criteria to be reported as a discontinued operation and accordingly, IDT
Carmel’s assets, liabilities, results of operations and cash flows are classified as discontinued operations for all periods
presented. Loss on sale of discontinued operations in the three and six months ended January 31, 2010 of $0.1 million
and $0.2 million, respectively, included costs which arose from and were directly related to the operations of IDT
Carmel prior to its disposal.
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IDT Entertainment

In the first quarter of fiscal 2007, we completed the sale of IDT Entertainment to Liberty Media Corporation. Loss on
sale of discontinued operations in the six months ended January 31, 2009 of $0.2 million included compensation
which arose from and was directly related to the operations of IDT Entertainment prior to its disposal.

Summary Financial Data of Discontinued Operations

Revenues, (loss) income before income taxes and net (loss) income of CTM Holdings and subsidiaries, Hillview,
UTA DR, EGB and IDT Carmel, which are included in discontinued operations, were as follows:

Three Months Ended
January 31,

Six Months Ended
January 31,

2010 2009 2010 2009
(in millions)

Revenues:
CTM Holdings and subsidiaries $— $7.2 $4.0 $16.3
Hillview — 1.7 — 3.3
UTA DR — 18.3 — 29.4
EGB — 6.2 — 13.1
IDT Carmel — 6.7 — 15.6

Total $— $40.1 $4.0 $77.7

(Loss) income before income taxes:
CTM Holdings and subsidiaries $(0.2 ) $(2.7 ) $— $(2.7 )
Hillview — 0.1 — (0.2 )
UTA DR — (0.4 ) — (0.4 )
EGB — (0.6 ) — (1.3 )
IDT Carmel — (35.3 ) — (36.0 )

Total $(0.2 ) $(38.9 ) $— $(40.6 )

Net (loss) income:
CTM Holdings and subsidiaries $(0.2 ) $(2.7 ) $(0.2 ) $(2.9 )
Hillview — 0.1 — (0.2 )
UTA DR — (0.4 ) — (0.4 )
EGB — (0.6 ) — (1.3 )
IDT Carmel — (35.3 ) — (36.0 )

Total $(0.2 ) $(38.9 ) $(0.2 ) $(40.8 )

European Prepaid Payment Services Business

On July 9, 2009, we entered into an agreement for the sale of the capital stock of IDT Financial Services Holding
Limited, or IDT Financial Services, our European prepaid payment services business. IDT Financial Services provides
prepaid MasterCard® products in the United Kingdom under the “Prime Card” brand. In the fourth quarter of fiscal
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2009, IDT Financial Services met the criteria to be classified as held for sale and reported as discontinued operations.
On October 31, 2009, as a result of certain events that indicated that the buyer was unlikely to complete the
transaction, we concluded that the sale was no longer probable. Therefore, IDT Financial Services no longer met the
criteria to be classified as held for sale and reported as discontinued operations. Accordingly, the assets, liabilities,
results of operations and cash flows of IDT Financial Services are classified as continuing operations for all periods
presented. We currently intend to operate and further develop IDT Financial Services.

Investment in American Shale Oil, LLC

In April 2008, AMSO acquired a 75% equity interest in AMSO, LLC in exchange for cash of $2.5 million and certain
commitments for future funding of AMSO, LLC’s operations. In a separate transaction in April 2008, we acquired an
additional 14.9437% equity interest in AMSO, LLC in exchange for cash of $3.0 million.
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AMSO, LLC is one of three holders of leases granted by the U.S. Bureau of Land Management, or BLM, to research,
develop and demonstrate in-situ technologies for potential commercial shale oil production, or RD&D Leases, in
western Colorado. The RD&D Lease awarded to AMSO, LLC by the BLM covers an area of 160 acres. The lease
runs for a ten year period beginning on January 1, 2007, and is subject to an extension of up to five years if AMSO,
LLC can demonstrate that a process leading to the production of commercial quantities of shale oil is diligently being
pursued. Once AMSO, LLC demonstrates the economic and environmental viability of its technology, it will have the
opportunity to submit a one time payment pursuant to the Oil Shale Management Regulations and convert its RD&D
Lease to a commercial lease on 5,120 acres which overlap and are contiguous with the 160 acres in its RD&D Lease.

In March 2009, pursuant to a Member Interest Purchase Agreement entered into on December 19, 2008, TOTAL E&P
Research & Technology USA, or Total, a subsidiary of TOTAL S.A., the world’s fifth largest integrated oil and gas
company, acquired a 50% interest in AMSO, LLC in exchange for cash paid to us of $3.2 million and Total’s
commitment to fund the majority of AMSO, LLC’s research, development and demonstration expenditures. While
AMSO is the operator of the project during the RD&D phase, Total will provide a majority of the funding during the
RD&D phase, and technical assistance throughout the life of the project. Total will lead the planning of the
commercial development and will assume management responsibilities during the subsequent commercial phase.

We consolidated AMSO, LLC prior to the closing of the transaction with Total. Beginning with the closing, we
account for our 50% ownership interest in AMSO, LLC using the equity method since we have the ability to exercise
significant influence over its operating and financial matters, although we no longer control AMSO, LLC. AMSO,
LLC is a variable interest entity, however, we are not the primary beneficiary because we will not absorb a majority of
the expected losses or receive a majority of the expected residual returns.

In accordance with the agreement between the parties, AMSO has committed to a total investment of $10.0 million in
AMSO, LLC, subject to certain exceptions described below where the amount could be greater or lesser. Total has the
option of withdrawing from AMSO, LLC and terminating its obligation to make capital contributions at the end of the
first phase, and in that case AMSO’s commitment would be reduced to $5.3 million.

Although, subject to certain exceptions, AMSO and Total are not obligated to make additional contributions beyond
their respective shares (which for AMSO is $10.0 million), they could dilute or forfeit their ownership interests in
AMSO, LLC if they fail to contribute their respective shares for additional funding.

Total can increase AMSO’s initial required funding commitment of $10.0 million up to an additional $8.75 million if
Total wishes to continue to fund the pilot test up to an agreed upon commitment level.

At January 31, 2010, our estimated maximum exposure to additional loss as a result of the required investment in
AMSO, LLC was $7.4 million. Our estimated maximum exposure to additional loss will increase as AMSO’s
commitment to fund AMSO, LLC increases. The estimated maximum exposure at January 31, 2010 was determined
as follows:

(in
millions)

AMSO’s total committed investment in AMSO, LLC $10.0
Less: 20% of capital contributions to AMSO, LLC prior to March 2, 2009 (0.8 )
Less: cumulative capital contributions to AMSO, LLC on and after March 2, 2009 (1.8 )

EsEstimated maximum exposure to additional loss $7.4
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AMSO’s total committed investment in AMSO, LLC and its estimated maximum exposure to additional loss is subject
to certain exceptions where the amounts could be greater. One exception is the additional funding that may be
necessary to fund the pilot test as described above. The other significant exception is additional capital contributions
that may be required to fund unexpected liabilities, in the event they occur, outside the purview of the traditional
research, development and demonstration operations incorporated in AMSO, LLC’s budgeting and planning. However,
any additional capital contributions for such liabilities would have to be authorized by both AMSO and Total.

Telecom Competition

Since our inception, we have derived the majority of our revenues and operating expenses from IDT Telecom’s
businesses. IDT Telecom’s revenues represented 84.9% of our total revenues from continuing operations in the six
months ended January 31, 2010, compared to 79.7% in the six months ended January 31, 2009.

In all of our significant IDT Telecom lines of business, our competitors continue to aggressively price their services.
In addition, we often notice that many of our competitors, particularly in the U.S., significantly overstate the number
of minutes that are actually delivered by their calling cards. These competitors have been misleading calling card
customers, and as a result, negatively impacting our market share, revenues and profits. We also have noticed a
gradual shift in demand industry-wide away from calling cards and into wireless products and Internet protocol (or
IP)-based products, which, among other things, further erodes pricing power. The continued growth of these
competitive wireless and IP-based services, largely due to lower pricing of such services, may have adversely affected
the sales of our calling cards as customers migrate from using calling cards to using these alternative services. We
expect pricing of wireless and IP-based services to continue to decrease, which may result in increased substitution
and increased pricing pressure on our calling cards. In our wholesale markets as well, we have generally had to pass
along portions of our per-minute cost savings to our customers in the form of lower prices. These trends have
impacted our telecom businesses, and as a result, we have generally experienced declines in both our revenues and
overall per-minute price realizations. At times, though, we have chosen to raise prices, particularly within our calling
card business, in an effort to increase per-minute price realizations, which generally results in a negative impact on
minute volumes, thereby reducing revenues.
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We believe that recent trends of declining immigration in the United States may be negatively impacting the size of
our potential customer base. Since immigrants are a target customer base for our calling card business, their declining
rate may have adversely affected our revenues and profitability in that business. If these immigration trends continue
or accelerate, our calling card revenues and profitability may continue to be adversely affected.

520 Broad Street Building

In the fourth quarter of fiscal 2009, we consolidated our operations in Newark, New Jersey into considerably less
office space that we are leasing at 550 Broad Street. We will remain at 550 Broad Street on an interim basis while
evaluating other long term relocation options. At January 31, 2010, the carrying value of the land, building and
improvements that we own at 520 Broad Street, Newark, New Jersey was $48.6 million and the mortgage payable
balance was $25.6 million. At January 31, 2010, we evaluated the recoverability of the land, building and
improvements at 520 Broad Street and determined that the carrying value was recoverable. We are assessing a range
of options as to the future use of 520 Broad Street, some of which could result in a loss from a reduction in the
carrying value of the land, building and improvements and such loss could be material.

Critical Accounting Policies

Our condensed consolidated financial statements and accompanying notes are prepared in accordance with accounting
principles generally accepted in the United States of America, or U.S. GAAP. Our significant accounting policies are
described in Note 1 to the consolidated financial statements included in our Annual Report on Form 10-K for fiscal
2009. The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses as well as the disclosure of contingent assets and
liabilities. Critical accounting policies are those that require application of management’s most subjective or complex
judgments, often as a result of matters that are inherently uncertain and may change in subsequent periods. Our critical
accounting policies include those related to the allowance for doubtful accounts, goodwill, valuation of long-lived and
intangible assets, income and other taxes and regulatory agency fees, and contingent liabilities. Management bases its
estimates and judgments on historical experience and other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates under different assumptions or conditions. For
additional discussion of our critical accounting policies, see our Management’s Discussion and Analysis of Financial
Condition and Results of Operations in our Annual Report on Form 10-K for fiscal 2009.

Results of Operations

Three and Six Months Ended January 31, 2010 Compared to Three and Six Months Ended January 31, 2009

We evaluate the performance of our operating business segments based primarily on income (loss) from operations.
Accordingly, the income and expense line items below income (loss) from operations are only included in our
discussion of the consolidated results of operations.

Consolidated

Three months ended
January 31, Change

Six months ended
January 31, Change

2010 2009 $ % 2010 2009 $ %
(in millions)

Revenues
IDT Telecom $ 300.3 $ 308.1 $ (7.8 ) (2.5 )% $ 585.9 $ 643.6 $ (57.7 ) (9.0 )%
IDT Energy 60.8 93.9 (33.1 ) (35.3 ) 101.1 161.1 (60.0 ) (37.3 )
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Alternative
Energy — — — — — — — —
All Other 1.6 1.9 (0.3 ) (19.0 ) 3.0 3.0 — —

Total revenues $ 362.7 $ 403.9 $ (41.2 ) (10.2 )% $ 690.0 $ 807.7 $ (117.7 ) (14.6 )%
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Revenues. The decrease in IDT Telecom revenues in the three and six months ended January 31, 2010 compared to
the similar periods in fiscal 2009 resulted from revenue declines in both of the IDT Telecom segments. IDT Telecom
minutes of use (excluding minutes related to our Consumer Phone Services segment, as the portion of such minute
traffic carried in our network is insignificant) increased 13.2% from 4.65 billion in the three months ended January 31,
2009 to 5.26 billion in the three months ended January 31, 2010, and increased 3.3% from 9.73 billion in the six
months ended January 31, 2009 to 10.04 billion in the six months ended January 31, 2010. The decrease in IDT
Energy revenues in the three and six months ended January 31, 2010 compared to the similar periods in fiscal 2009
was primarily the result of declines in the average rates charged to customers, which resulted from declines in the
underlying commodity costs and, secondarily, due to a decline in consumption. As of January 31, 2010, IDT Energy’s
customer base consisted of approximately 366,000 meters compared to 408,000 meters as of January 31, 2009.

Three months ended
January 31, Change

Six months ended
January 31, Change

2010 2009  $ % 2010 2009  $ %
(in millions)

Costs and expenses
Direct cost of
revenues $288.5 $310.0 $(21.5 ) (6.9 )% $546.7 $623.0 $(76.3 ) (12.2 )%
Selling, general and
administrative 54.6 66.3 (11.7 ) (17.6 ) 111.7 151.9 (40.2 ) (26.4 )
Depreciation and
amortization 8.4 12.2 (3.8 ) (30.5 ) 17.8 25.0 (7.2 ) (28.8 )
Bad debt 0.5 2.1 (1.6 ) (78.2 ) 0.9 3.7 (2.8 ) (75.8 )
Research and
development 1.4 4.7 (3.3 ) (70.8 ) 3.5 6.4 (2.9 ) (45.3 )
Impairments — 8.8 (8.8 ) (100.0 ) (0.1 ) 8.8 (8.9 ) (101.2 )
Restructuring charges 1.6 6.0 (4.4 ) (72.7 ) 1.7 7.2 (5.5 ) (76.8 )

Total costs and
expenses $355.0 $410.1 $(55.1 ) (13.4 )% $682.2 $826.0 $(143.8 ) (17.4 )%

Direct Cost of Revenues. The decrease in direct cost of revenues in the three and six months ended January 31, 2010
compared to the similar periods in fiscal 2009 was primarily due to the decline in direct cost of revenues of IDT
Energy. The decrease in IDT Energy’s direct cost of revenues was primarily due to significant decreases in the average
unit costs of electricity and natural gas.  Direct cost of revenues of IDT Telecom increased in the three months ended
January 31, 2010 compared to the similar period in fiscal 2009 primarily due to the effect of changes in foreign
currency exchange rates, as well as a result of the increase in minutes of use volume, partially offset by lower average
termination cost per minute. Direct cost of revenues of IDT Telecom decreased in the six months ended January 31,
2010 compared to the similar period in fiscal 2009 as a result of the lower average termination cost per minute and a
declining customer base in our Consumer Phone Services segment, partially offset by the effect of changes in foreign
currency exchange rates. Overall gross margin decreased from 23.3% and 22.9% in the three and six months ended
January 31, 2009, respectively, to 20.5% and 20.8% in the three and six months ended January 31, 2010, respectively,
due to the decline in gross margins in IDT Telecom partially offset by an increase in gross margins in IDT Energy.

Selling, General and Administrative. The decrease in selling, general and administrative expenses in the three and six
months ended January 31, 2010 compared to the similar periods in fiscal 2009 was due to reductions in the selling,
general and administrative expenses of IDT Telecom, IDT Energy and Corporate. These reductions were largely due
to our cost savings program and reductions in force instituted in fiscal 2008 and fiscal 2009. We successfully executed
the majority of our cost-cutting initiatives in fiscal 2009, such that our current level of selling, general and
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administrative expenses offer comparatively modest opportunities for additional reductions.

The reduction in IDT Telecom’s selling, general and administrative expenses was primarily due to significant
reductions in headcount and compensation. In addition, IDT Telecom’s legal services and facilities costs declined in
the six months ended January 31, 2010 compared to the similar period in fiscal 2009. IDT Energy’s selling, general
and administrative expenses decreased due primarily to decreases in customer acquisition costs, compensation
expense and purchase of receivable (or POR) fees. Corporate general and administrative expenses decreased primarily
due to decreases in payroll and related expenses, consulting fees and charitable contributions, partially offset by an
increase in stock-based compensation expense. In addition, reductions in medical benefits expense as a result of a
smaller workforce and changes to our healthcare plan contributed to the decrease in consolidated selling, general and
administrative expenses in the three and six months ended January 31, 2010 compared to the similar periods in fiscal
2009. As a percentage of total revenue from continuing operations, selling, general and administrative expenses
decreased from 16.4% and 18.8% in the three and six months ended January 31, 2009, respectively, to 15.1% and
16.2% in the three and six months ended January 31, 2010, respectively, as selling, general and administrative
expenses decreased at a faster rate than total revenues.

Stock-based compensation expense included in selling, general and administrative expenses, primarily relating to the
vesting of restricted stock and stock option grants, was $0.7 million and $1.9 million in the three and six months
ended January 31, 2010, respectively, compared to $0.6 million and $1.9 million in the three and six months ended
January 31, 2009, respectively.

On October 21, 2009, upon the retirement of Mr. James A. Courter as our Chief Executive Officer, Mr. Courter
surrendered options to purchase an aggregate of 0.9 million shares of our Class B common stock (which constituted
all of such options held by Mr. Courter) and received a grant of 0.3 million restricted shares of our Class B common
stock. All of the restricted shares were vested on the date of grant. In the six months ended January 31, 2010, we
recognized $0.6 million of stock-based compensation as a result of the grant of the restricted stock. Pursuant to a
Warrant to Purchase Common Stock executed by us and Mr. Courter, for a period of five years from October 21,
2009, and subject to certain conditions, Mr. Courter will have the right to exchange 0.2 million of the shares of our
Class B common stock for the number of shares of common stock of Genie Energy Corporation equal to 1% of the
outstanding equity of Genie Energy Corporation as of October 21, 2009. Genie Energy Corporation was organized in
August 2009 and will be comprised of our Genie Energy division.
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On October 31, 2008, we entered into an Amended and Restated Employment Agreement with Mr. Howard S. Jonas,
our Chairman of the Board and as of October 22, 2009 our Chief Executive Officer. Pursuant to this agreement (i) the
term of Mr. Jonas’ employment with us runs until December 31, 2013 and (ii) Mr. Jonas was granted 1.2 million
restricted shares of our Class B common stock and 0.9 million restricted shares of our common stock in lieu of a cash
base salary beginning January 1, 2009 through December 31, 2013. The restricted shares vest in different installments
throughout the term of Mr. Jonas’ employment as delineated in the agreement, and all of the restricted shares paid to
Mr. Jonas under the agreement automatically vest in the event of (i) a change in our control; (ii) Mr. Jonas’ death; or
(iii) if Mr. Jonas is terminated without cause or if he terminates his employment for good reason as defined in the
agreement. A pro rata portion of the restricted shares will vest in the event of termination for cause. Total
unrecognized compensation cost on the grant date was $5.5 million. The unrecognized compensation cost is expected
to be recognized over the vesting period from January 1, 2009 through December 31, 2013. We recognized
compensation cost related to this agreement of $0.2 million and $0.4 million in the three and six months ended
January 31, 2010, respectively, and $0.1 million in the three and six months ended January 31, 2009.

On November 5, 2008, we amended Mr. Courter’s employment agreement. Pursuant to the amendment, Mr. Courter
was granted 0.4 million restricted shares of our Class B common stock in lieu of a cash base salary from January 1,
2009 until October 21, 2009. The restricted shares vested on October 21, 2009, the last day of the term under the
amended employment agreement. Total unrecognized compensation cost on the grant date was $0.8 million. We
recognized compensation cost related to this agreement of $0.2 million in the three and six months ended January 31,
2010 and $0.1 million in the three and six months ended January 31, 2009.

Depreciation and Amortization. The decrease in depreciation and amortization expense in the three and six months
ended January 31, 2010 compared to the similar periods in fiscal 2009 was primarily due to IDT Telecom property,
plant and equipment becoming fully depreciated and a decrease in capital expenditures in recent periods.

Bad Debt Expense. Bad debt expense decreased in the three and six months ended January 31, 2010 compared to the
similar periods in fiscal 2009 due to decreases in IDT Telecom and IDT Energy’s bad debt expense. The decrease in
IDT Telecom’s bad debt expense was primarily due to improved marketplace credit conditions particularly within our
U.S. retail operations. The decrease in IDT Energy’s bad debt expense was due primarily to the transition to a POR
program beginning in the third quarter of fiscal 2009 of a significant portion of IDT Energy’s receivables that were not
previously included in a POR program.

Research and Development. Research and development expenses consist of the following:

Three months ended
January 31,

Six months ended
January 31,

2010 2009 2010 2009
(in millions)

Telecom Platform Services Segment:
Fabrix T.V., Ltd. $0.6 $0.7 $1.5 $1.6
Alternative Energy Segment:
Israel Energy Initiatives, Ltd. 0.8 1.7 2.0 1.8
AMSO — 2.3 — 3.0

Total research and development expenses $1.4 $4.7 $3.5 $6.4

Fabrix T.V., Ltd. is our majority-owned venture developing a video content delivery and storage platform.
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In March 2008, we formed IEI which holds an exclusive Shale Oil Exploration and Production License awarded in
July 2008 by the Israeli Ministry of National Infrastructure. The three-year license (which can be extended to a total of
seven years) covers approximately 238 square kilometers in the south of the Shfela region in Israel, and grants IEI an
exclusive right to demonstrate in-situ technologies for potential commercial shale oil production. Under the terms of
the license, IEI is to conduct a geological appraisal study across the license area, characterize the resource and select a
location for a pilot plant in which it will demonstrate its in-situ technology. Assuming IEI successfully demonstrates a
commercially viable technology, IEI intends to apply for a long-term commercial lease from the Israeli government
and build a commercial facility. Under the Israeli petroleum law, long term leases are typically for a term of 30 years,
with a possible extension for an additional 20 years. 
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In March 2009, Total acquired a 50% interest in AMSO, LLC in exchange for cash paid to us of $3.2 million and
Total’s commitment to fund the majority of AMSO, LLC’s research, development and demonstration expenditures.
AMSO no longer consolidates AMSO, LLC as of the closing of the transaction with Total, instead, AMSO accounts
for its 50% ownership interest in AMSO, LLC using the equity method. AMSO’s equity in the net loss of AMSO, LLC
is included in “Other income (expense), net” in the consolidated statement of operations. AMSO, LLC is utilizing a team
of experienced experts in various fields to conduct its research, development and demonstration activities. The team
has conducted considerable site characterization, which includes exploration and ground water monitoring wells,
coring, logging, and other analysis to further explore, understand and characterize the shale oil resources in its RD&D
lease area.

Impairments. Impairments consist of the following:

Three months ended
January 31,

Six months ended
January 31,

2010 2009 2010 2009
(in millions)

All Other:
Other assets $— $3.5 $(0.1 ) $3.5
FCC licenses — 5.3 — 5.3

Total impairments $— $8.8 $(0.1 ) $8.8

In the three months ended January 31, 2009, we recorded an impairment of $3.5 million which reduced the carrying
value of a building held for sale. The building was sold in June 2009. In addition, IDT Spectrum, which is included in
All Other, holds a significant number of Federal Communications Commission, or FCC, licenses for commercial fixed
wireless spectrum. Certain events and circumstances in the three months ended January 31, 2009 indicated that these
FCC licenses may be impaired. IDT Spectrum recorded impairment in the three months ended January 31, 2009 of
$5.3 million, which reduced the carrying value of its FCC licenses to zero. We estimated the fair value of these FCC
licenses based on IDT Spectrum’s continuing operating losses and projected losses for the foreseeable future.

Restructuring Charges. Restructuring charges in the three and six months ended January 31, 2010 and 2009 consisted
primarily of severance related to a company-wide cost savings program and reduction in force. As of January 31,
2010, these programs resulted in the termination of approximately 1,590 employees since the third quarter of fiscal
2006. As of January 31, 2010, we had a total of approximately 1,170 employees, of which approximately 840 are
located in the United States and approximately 330 are located at our international operations. The restructuring
charges in the six months ended January 31, 2009 are net of the reversal of accrued severance of $2.6 million as a
result of modifications to retention and severance agreements with certain IDT Telecom employees. In addition, the
restructuring charges in the six months ended January 31, 2009 included costs for the shutdown or consolidation of
certain facilities of $0.4 million in Corporate and $0.8 million in Telecom Platform Services.

The following table summarizes the changes in the reserve balances related to our restructuring activities
(substantially all of which relates to workforce reductions):
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