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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q/A

Amendment No. 3

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended April 30, 2003

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE  SECURITIES EXCHANGE
ACT OF 1934

Commission File Number: 0-27898

IDT CORPORATION
(Exact Name of Registrant as Specified in its Charter)

Delaware 22-3415036
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer
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520 Broad Street, Newark, New Jersey 07102
(Address of principal executive offices) (Zip Code)

(973) 438-1000

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yes  x    No  ¨

Common Stock, $.01 par value � 19,654,897 shares outstanding as of June 11, 2003 (excluding 5,419,963 treasury shares)

Class A common stock, $.01 par value � 9,816,988 shares outstanding as of June 11, 2003

Class B common stock, $.01 par value � 51,220,669 shares outstanding as of June 11, 2003 (excluding 4,019,163 treasury shares)

(Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date)
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EXPLANATORY NOTE

We are filing this Amendment No. 3 on Form 10-Q/A to our quarterly report for the period ended April 30, 2003 primarily for the purpose of
restating our financial statements and other financial information included in this report to consolidate the results of Net2Phone, Inc. for the
period beginning on October 23, 2001 through July 31, 2002. In our original quarterly report for the period ended April 30, 2002 on Form 10-Q,
we accounted for our investment in Net2Phone during this period using the equity method. Note 2 to our condensed consolidated financial
statements included in this report summarizes the basis for this restatement. In addition, we have made certain other changes throughout this
report to include additional information regarding Net2Phone, and our investment therein, and to clarify and supplement previously disclosed
information regarding topics other than Net2Phone.

We have amended and restated our Quarterly Report on Form 10-Q for the period ended April 30, 2003 in its entirety because the changes
referenced above have been made throughout the report. This Amendment No. 3 does not contain updates to reflect any events occurring after
the original June 16, 2003 filing of our quarterly report on Form 10-Q for the period ended April 30, 2003. All information contained in this
Amendment No. 3 is subject to updating and supplementing as provided in our reports filed with the Securities and Exchange Commission, as
may be amended, for periods subsequent to the date of the original filing of the quarterly report on Form 10-Q.
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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS (UNAUDITED)

IDT CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)

April 30, 2003 July 31, 2002

(Unaudited) (Note 1)
(Restated)

Assets
Current assets:
Cash and cash equivalents $ 243,415 $ 415,464
Marketable securities 794,259 684,502
Trade accounts receivable, net 133,127 129,308
Other current assets 88,199 78,796

Total current assets 1,259,000 1,308,070

Property, plant and equipment, net 288,070 283,506
Restricted cash 21,290 �  
Goodwill 34,424 34,411
Licenses and other intangibles, net 24,310 27,242
Investments 39,471 44,085
Marketable securities �  18,704
Other assets 62,835 61,644

Total assets $ 1,729,400 $ 1,777,662

Liabilities and stockholders� equity
Current liabilities:
Trade accounts payable $ 97,760 $ 128,863
Accrued expenses 173,601 160,159
Deferred revenue 120,836 120,206
Capital lease obligations�current portion 25,318 25,963
Other current liabilities 33,412 19,491

Total current liabilities 450,927 454,682

Deferred tax liabilities, net 191,436 233,518
Capital lease obligations�long-term portion 38,502 48,068
Other liabilities 14,299 5,060

Total liabilities 695,164 741,328
Minority interests 162,184 166,564
Commitments and contingencies
Stockholders� equity:
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Preferred stock, $.01 par value; authorized shares�10,000,000; no shares issued �  �  
Common stock, $.01 par value; authorized shares�100,000,000; 25,147,360 and 24,988,597 shares issued
at April 30, 2003 and July 31, 2002, respectively; 19,727,397 and 19,568,634 shares outstanding at
April 30, 2003 and July 31, 2002, respectively 197 196
Class A common stock, $.01 par value; authorized shares�35,000,000; 9,816,988 shares issued and
outstanding at April 30, 2003 and July 31, 2002 98 98
Class B common stock, $.01 par value; authorized shares�100,000,000; 55,044,832 and 54,009,844
shares issued at April 30, 2003 and July 31, 2002, respectively; 51,025,669 and 49,990,681 shares
outstanding at April 30, 2003 and July 31, 2002, respectively 510 500
Additional paid-in capital 636,445 606,387
Treasury stock, at cost, consisting of 5,419,963 shares of common stock and 4,019,163 shares of Class
B common stock (153,713) (153,713)
Accumulated other comprehensive loss (4,369) (2,435)
Retained earnings 392,884 418,737

Total stockholders� equity 872,052 869,770

Total liabilities and stockholders� equity $ 1,729,400 $ 1,777,662

See notes to condensed consolidated financial statements.
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

(Unaudited)

Three Months Ended
April 30,

Nine Months Ended
April 30,

2003 2002 2003 2002

(Restated) (Restated)
Revenues $ 454,870 $ 419,447 $ 1,348,808 $ 1,152,947
Costs and expenses:
Direct cost of revenues (exclusive of items shown below) 347,117 323,062 1,036,172 886,758
Selling, general and administrative 104,967 131,509 316,863 331,786
Depreciation and amortization 22,349 23,791 65,279 61,876
Settlement by Net2Phone of litigation �  �  (58,034) �  
Non-cash compensation 16,629 9,061 23,762 15,835
Restructuring, severance and impairment charges 1,707 114,436 9,033 138,414

Total costs and expenses 492,769 601,859 1,393,075 1,434,669

Loss from operations (37,899) (182,412) (44,267) (281,722)
Interest income, net 6,721 4,531 21,345 17,193

Other income (expense):
Gain on sale of subsidiary stock 22,422 �  22,422 �  
Equity in loss of affiliates �  �  (3,811) (5,812)
Investment and other income (expense), net (10,362) (4,432) (15,365) (10,353)

Loss before minority interests, income taxes and cumulative effect of
accounting change (19,118) (182,313) (19,676) (280,694)
Minority interests (1,003) 111,487 (46,953) 147,384
Benefit from income taxes 10,818 21,233 40,776 55,173

Loss before cumulative effect of accounting change (9,303) (49,593) (25,853) (78,137)
Cumulative effect of accounting change, net of income taxes of $3,525 �  �  �  (146,983)

Net loss $ (9,303) $ (49,593) $ (25,853) $ (225,120)

Loss per share:
Loss before cumulative effect of accounting change:
Basic $ (0.12) $ (0.64) $ (0.32) $ (1.06)
Diluted $ (0.12) $ (0.64) $ (0.32) $ (1.06)
Cumulative effect of accounting change, net of income taxes:
Basic $ �  $ �  $ �  $ (2.00)
Diluted $ �  $ �  $ �  $ (2.00)
Net loss:
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Basic $ (0.12) $ (0.64) $ (0.32) $ (3.06)
Diluted $ (0.12) $ (0.64) $ (0.32) $ (3.06)
Weighted-average number of shares used in calculation of loss per share:
Basic 80,262 76,938 79,808 73,592

Diluted 80,262 76,938 79,808 73,592

See notes to condensed consolidated financial statements.
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IDT CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

(Unaudited)

Nine Months Ended April 30,

2003 2002

(Restated)
Net cash provided by (used in) operating activities $ 11,185 $ (27,823)

Investing activities
Purchases of property, plant and equipment (51,436) (36,189)
Issuance of notes receivable (6,971) (12,861)
Purchases of investments (10,348) (44,974)
Acquisitions �  (43,450)
Increase in cash from consolidation of Net2Phone �  144,177
Purchases of marketable securities (1,741,131) (580,571)
Sales and maturities of marketable securities 1,648,484 312,999

Net cash used in investing activities (161,402) (260,869)

Financing activities
Proceeds from exercise of stock options 10,046 44,471
Repayments of capital lease obligations (19,509) (16,654)
Repurchases of common stock and Class B common stock �  (15,639)
Proceeds from sales of subsidiaries stock 25,000 30,000
Cash restricted against letters of credit (21,290) �  
Distributions to minority shareholders of subsidiaries (16,079) (13,708)

Net cash (used in) provided by financing activities (21,832 28,470

Net decrease in cash and cash equivalents (172,049) (260,222)
Cash and cash equivalents, beginning of period 415,464 1,091,071

Cash and cash equivalents, end of period $ 243,415 $ 830,849

Supplemental schedule of non-cash investing and financing activities
Purchases of property, plant and equipment through capital lease obligations $ 9,298 $ 20,200

Issuance of Class B common stock for acquisitions $ �  $ 30,764

See 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 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
accounting principles generally accepted in the United States 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. Certain reclassifications have been
made to the prior year�s condensed consolidated financial statements to conform to the current year�s presentation. Operating results for the
three-month and nine-month periods ended April 30, 2003 are not necessarily indicative of the results that may be expected for the year ending
July 31, 2003. The balance sheet at July 31, 2002 has been derived from the audited financial statements at that date but does not include all of
the information and footnotes required by accounting principles generally accepted in the United States 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/A (Amendment No. 1) for the year ended July 31, 2002, as filed with the United States Securities and Exchange Commission.

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 2003 refers to the Fiscal Year ending July 31, 2003).

Note 2�Consolidation of Net2Phone and Restatement

The condensed consolidated financial statements in this Amendment No. 3 to the Company�s quarterly report on Form 10-Q for the quarterly
period ended April 30, 2003 have been restated to consolidate the results of Net2Phone for the period beginning on October 23, 2001 through
July 31, 2002. In the original report, the Company accounted for its investment in Net2Phone during this period using the equity method. The
change in accounting for the Company�s investment in Net2Phone from the equity method to consolidation does not change the Company�s net
loss or loss per share for any previously reported period.

As explained below, and in note 2 to the condensed consolidated financial statements included in the Company�s original quarterly report on
Form 10-Q for the period ended April 30, 2003, the determination of whether to account for the Company�s interest in Net2Phone through the
equity method or consolidation was dependent on whether the Company�s control of NTOP Holdings, LLC, through which the Company holds
its investment in Net2Phone, was deemed to be temporary.

NTOP Holdings was formed on October 23, 2001, when the Company and AT&T Corporation each contributed their minority stakes in
Net2Phone into a newly formed limited liability company, NTOP Holdings. Liberty Media then acquired a substantial portion of NTOP
Holdings� units from AT&T. NTOP Holdings holds an aggregate of 28.9 million shares of Net2Phone�s Class A common stock, representing a
majority voting stake in Net2Phone. Under the terms of the Second Amended and Restated Limited Liability Company Agreement of NTOP
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Holdings (the �LLC Agreement�), the Company was granted the right to appoint the entire board of managers (including one nominee of Liberty
Media) of NTOP Holdings. The board of managers directs the voting of all Net2Phone shares held by NTOP Holdings, thereby giving the
Company effective control over the voting of the Net2Phone shares (but not their disposition, which requires consent of the members) held by
NTOP Holdings. However, the LLC Agreement also granted each owner of NTOP Holdings the unilateral right, effective January 1, 2004, to
cause the immediate liquidation of NTOP Holdings. Accordingly, the Company�s ability to control the voting power of Net2Phone will
immediately terminate on January 1, 2004, the effective date of the liquidation rights.

In determining how to account for the Company�s interest in Net2Phone through NTOP Holdings, the Company consulted Accounting Research
Bulletin No. 51, Consolidated Financial Statements (�ARB 51�), as amended by Statement of Financial Accounting Standards No. 94,
Consolidation of All Majority-Owned Subsidiaries (�SFAS 94�), which at that time prohibited a company from consolidating a controlled
subsidiary if that control was likely to be temporary. Because the Company�s control of Net2Phone would terminate upon the effectiveness of the
members� unilateral liquidation rights, the Company decided that it should not consolidate Net2Phone during the approximately 26-month period
(i.e., October 23, 2001 through December 31, 2003) that the Company would control Net2Phone (the �Control Period�), as the length of this
period rendered the Company�s control temporary. Instead, the Company continued to account for its investment in Net2Phone through the end
of Fiscal 2002 using the equity method.

Effective August 1, 2002, the Company adopted Statement of Financial Accounting Standards No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets, which amended ARB 51 (as amended by SFAS 94) to eliminate the prohibition

7
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

from consolidation for a controlled subsidiary for which control is likely to be temporary. As a result, the Company began consolidating
Net2Phone effective August 1, 2002.

Subsequently, the Company reconsidered its initial interpretation of temporary control and reached the conclusion that the Control Period of
approximately 26 months was too long to render the Company�s control temporary. As such, the Company decided to restate its results for Fiscal
2002 to consolidate the results of Net2Phone for the period from October 23, 2001 through July 31, 2002.

The following table represents selected financial data as originally reported and as restated due to the restatement, as of and for the three and
nine months ended April 30, 2002 (in thousands):

Three Months Ended Nine Months Ended

As
originally
reported

As
restated

As
originally
reported As restated

Revenues $ 401,653 $ 419,447 $ 1,114,887 $ 1,152,947
Loss from operations (42,829) (182,412) (83,168) (281,722)
Net loss (49,593) (49,593) (225,120) (225,120)

Nine Months Ended

As originally
reported

As
restated

Cash, cash equivalents and marketable securities (including restricted cash) 1,054,719 1,143,399
Working capital 881,127 887,122
Total assets 1,765,048 1,904,491
Total stockholders� equity 940,542 904,491

Net cash provided by (used in) operating activities 16,249 (27,823)
Net cash used in investing activities (384,170) (260,869)
Net cash provided by financing activities 29,819 28,470

Pursuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to IDT
and 23 of these units to Liberty Media after one year. On October 29, 2002, AT&T exercised its put rights and sold all of its Class A units to
IDT and Liberty Media for a nominal amount. As a result of this transaction, AT&T is no longer a member of the LLC. IDT continues to hold
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30, 2003, IDT�s economic effective equity
investment in Net2Phone (through the LLC) was 18.6%. Accordingly, the Company recorded in minority interests the 81.4% of Net2Phone�s
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results attributable to the remaining shareholders of Net2Phone.

Note 3�Stock-Based Compensation

In December 2002, the Financial Accounting Standards Board (�FASB�) issued Statement of Financial Accounting Standards (�SFAS�) No. 148,
Accounting for Stock-Based Compensation�Transition and Disclosure, An Amendment of FASB Statement No. 123. This statement provides
alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based employee compensation. In
addition, SFAS No. 148 amends the disclosure requirements of FASB Statement No. 123 to require more prominent and more frequent
disclosures in financial statements about the effects of stock-based compensation. During the third quarter of Fiscal 2003, the Company adopted
the disclosure provisions of SFAS No. 148, effective as of the beginning of the fiscal year.

8
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

The Company continues to account for its employee stock options under the recognition and measurement principles of Accounting Principles
Board (�APB�) Opinion No. 25, Accounting for Stock Issued to Employees, and related Interpretations. The following table illustrates the effect on
net loss and earnings per share if the Company had applied the fair value recognition provisions of FASB Statement No. 123, Accounting for
Stock-Based Compensation, to stock-based employee compensation.

Three Months Ended
April 30,

Nine Months Ended
April 30,

2003 2002 2003 2002

(in thousands, except per share data)
Net loss, as reported $ (9,303) $ (49,593) $ (25,853) $ (225,120)
Add: Stock-based employee compensation expense included in reported net loss,
net of related tax effects and minority interests 8,397 2,445 9,974 3,517
Deduct: Total stock-based employee compensation expense determined under the
fair value based method of accounting for all awards, net of related tax effects and
minority interests (17,641) (8,402) (31,510) (20,083)

Pro forma net loss $ (18,547) $ (55,550) $ (47,389) $ (241,686)

Loss per share:
Basic�as reported $ (0.12) $ (0.64) $ (0.32) $ (3.06)

Basic�pro forma $ (0.23) $ (0.72) $ (0.59) $ (3.28)

Diluted�as reported $ (0.12) $ (0.64) $ (0.32) $ (3.06)

Diluted�pro forma $ (0.23) $ (0.72) $ (0.59) $ (3.28)

Note 4�Business Segment Information

The Company has five reportable business segments: Wholesale Telecommunications Services, Retail Telecommunications Services, IDT
Solutions, Internet Telephony, and IDT Media. The operating results of these business segments are distinguishable and are regularly reviewed
by the Company�s chief operating decision maker.

The Wholesale Telecommunications Services business segment consists of wholesale carrier services provided to other long distance carriers.
The Retail Telecommunications Services business segment includes domestic and international prepaid, rechargeable and private label calling
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cards, and consumer long distance services to individuals and businesses. The IDT Solutions business segment, which commenced operations in
December 2001 upon the acquisition of assets from Winstar Communications, Inc. and certain of its subsidiaries (�Old Winstar�), operates through
Winstar Holdings, LLC as a competitive local exchange carrier (�CLEC�) using fixed wireless technology to provide local and long distance
phone services, and high speed Internet and data communications solutions. The Internet Telephony business segment reflects the results of the
Company�s reconsolidated subsidiary, Net2Phone, effective October 23, 2001, which is a provider of voice over Internet Protocol, or VoIP,
telephony products and services. The IDT Media business segment operates several media and entertainment-related businesses, most of which
are currently in the early stages of development.

9
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

The Company evaluates the performance of its business segments based primarily on operating income (loss). All corporate overhead is
allocated to the business segments based on time and usage studies, except for certain specific corporate costs, such as corporate management
compensation, treasury management and public relations, and corporate legal, insurance and governance costs, which are not allocated to the
business segments. Operating results presented for the principal business segments of the Company are as follows (in thousands):

Wholesale
Telecommunications

Services

Retail
Telecommunications

Services
IDT

Solutions (1)
Internet

Telephony
IDT

Media Corporate Total

Three Months Ended
April 30, 2003
Revenues $ 109,156 $ 299,865 $ 20,766 $ 19,585 $ 5,498 $ �  $ 454,870
Segment operating
income (loss) (6,081) 21,761 (19,625) (9,830) (2,278) (21,846) (37,899)
Three Months Ended
April 30, 2002
Revenues 73,236 285,436 33,095 23,521 4,159 �  419,447
Segment operating
income (loss) (6,540) 19,079 (43,863) (139,583) (5,003) (6,502) (182,412)

Nine Months Ended
April 30, 2003
Revenues $ 288,178 $ 914,870 $ 65,933 $ 63,357 $ 16,470 $ �  $ 1,348,808
Segment operating
income (loss) (22,708) 66,060 (67,493) 25,672 (6,406) (39,392) (44,267)
Nine Months Ended
April 30, 2002
Revenues 206,616 825,503 52,269 52,953 15,606 �  1,152,947
Segment operating
income (loss) (25,349) 42,001 (62,996) (198,554) (17,234) (19,590) (281,722)

(1) IDT acquired the assets currently held by Winstar (through which the IDT Solutions segment operates) in December 2001. Accordingly,
results of operations for the nine months ended April 30, 2002 for the IDT Solutions segment reflect only the period that the Company
owned and operated the Winstar assets.

Note 5�Earnings Per Share

The Company computes earnings per share under the provisions of SFAS No. 128, Earnings per Share. Under the provisions of SFAS No. 128,
basic earnings per share is computed by dividing net income (loss) applicable to common shareholders by the weighted average number of
shares of common stock outstanding during the applicable period. Diluted earnings per share is determined in the same manner as basic earnings
per share except that the number of shares is increased assuming exercise of potentially dilutive stock options and contingently issuable shares
using the treasury stock method, unless the effect of such increase would be anti-dilutive. For the periods reported in the condensed consolidated
financial statements included in this report, the diluted earnings per share amounts equal basic earnings per share because the Company had net
losses and the impact of the assumed exercise of stock options and contingently issuable shares would have been anti-dilutive.
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Note 6�Comprehensive Loss

The Company�s comprehensive loss consists of the following (in thousands):

Three Months Ended
April 30,

Nine Months Ended
April 30,

2003 2002 2003 2002

Net loss $ (9,303) $ (49,593) $ (25,853) $ (225,120)
Foreign currency translation adjustments (406) 3,977 (654) (1,689)
Unrealized losses in available-for-sale securities (1,566) (489) (1,040) (564)

Comprehensive loss $ (11,275) $ (46,105) $ (27,547) $ (227,373)

Note 7�Winstar Acquisition

On December 19, 2001, the Company, through a subsidiary, acquired the core domestic telecommunications assets of Old Winstar in connection
with Old Winstar�s bankruptcy proceedings pending before the United States Bankruptcy Court for the District of Delaware. The acquiring
subsidiary was subsequently renamed Winstar Holdings, LLC. Winstar operates as a CLEC using fixed wireless technology to provide local and
long distance phone services, and high speed Internet and data communications solutions. The Company currently offers the Winstar services
under the name IDT Solutions.

10
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IDT CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

The purchase price for the Old Winstar assets consisted of $30.0 million in cash, $12.5 million in newly issued shares of IDT Class B common
stock and 5% of the common equity interests in Winstar (the remaining 95% of the common equity interests as well as all of the preferred equity
interests in Winstar were owned by IDT). The acquisition was accounted for under the purchase method of accounting. The results of operations
of Winstar have been included in the Company�s consolidated statements of operations since the date of acquisition.

On April 16, 2002, IDT, through a subsidiary, purchased the 5% of common equity interests in Winstar that it did not own. Consideration
consisted of 0.8 million shares of IDT Class B common stock, which were valued at $13.3 million.

The following pro forma financial information presents the combined results of operations of IDT and Winstar, as if the Old Winstar asset
acquisition had occurred as of August 1, 2001, after giving effect to certain adjustments, including depreciation expense, income taxes and the
issuance of IDT Class B common stock as part of the purchase price. The pro forma financial information does not necessarily reflect the results
of operations that would have occurred had IDT and Winstar been a single entity during such periods.

Three Months
Ended

April 30, 2002

Nine Months
Ended

April 30, 2002

Revenues $ 419,447 $ 1,225,647
Loss before cumulative effect of accounting change $ (49,593) $ (158,616)
Net loss $ (49,593) $ (305,599)
Loss per share:
Loss before cumulative effect of accounting change
Basic $ (0.64) $ (2.12)
Diluted $ (0.64) $ (2.12)
Net loss
Basic $ (0.64) $ (4.09)
Diluted $ (0.64) $ (4.09)
Weighted-average number of shares used in calculation of loss per share:
Basic 77,334 74,747

Diluted 77,334 74,747

Note 8�Amendment of Stock Options

On April 25, 2003, all then outstanding stock options exercisable for shares of the Company�s common stock (which were exercisable for an
aggregate of 1.9 million shares) were amended to instead be exercisable for an equal number of shares of the Company�s Class B common stock.
Because these options were originally recorded under APB No. 25, a new measurement date was triggered and the options were required to be
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accounted for under the intrinsic value method of accounting. As a result, the Company recorded a non-cash compensation charge for the three
and nine months ended April 30, 2003 of $13.7 million for the modification of the options.

On April 25, 2003, the Board of Directors also authorized that shares of Class B common stock held as treasury stock be allocated for issuance
in connection with the above stock option amendments.

Note 9�Recently Issued Accounting Pronouncements

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments Hedging Activities. This statement
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS No. 133. The new guidance amends SFAS No. 133 for decisions made: as part of the Derivatives Implementation
Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing with financial
instruments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly regarding the
meaning of an �underlying� and the characteristics of a derivative that contains financing components.

SFAS No. 149 clarifies under what circumstances a contract with an initial net investment meets the characteristic of a derivative as discussed in
SFAS No. 133. In addition, it clarifies when a derivative contains a financing component that warrants special reporting in the statement of cash
flows. SFAS No. 149 amends certain other existing pronouncements. These changes
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

will result in more consistent reporting of contracts that are derivatives in their entirety or that contain embedded derivatives that warrant
separate accounting.

The provisions of this standard are effective for contracts entered into or modified after June 30, 2003, and for hedging relationships designated
after June 30, 2003. The provisions of this statement that relate to SFAS No. 133 implementation issues that have been effective for fiscal
quarters that began prior to June 15, 2003 should continue to be applied in accordance with their respective effective dates. In addition, certain
provisions relating to forward purchases or sales of when-issued securities or other securities that do not yet exist should be applied to existing
contracts as well as new contracts entered into after June 30, 2003. The Company believes that the adoption of this standard will not have a
material impact on the Company�s results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity.
SFAS No. 150 affects the issuer�s accounting for three types of freestanding financial instruments. One type is mandatorily redeemable shares,
which the issuing company is obligated to buy back in exchange for cash or other assets. A second type, which includes put options and forward
purchase contracts, involves instruments that do or may require the issuer to buy back some of its shares in exchange for cash or other assets.
The third type of instruments consists of obligations that can be settled with shares, the monetary value of which is fixed, tied solely or
predominantly to a variable such as a market index, or varies inversely with the value of the issuers� shares. SFAS No. 150 does not apply to
features embedded in a financial instrument that is not a derivative in its entirety.

In addition to requirements for classification and measurement of financial instruments, SFAS No. 150 also requires disclosures about
alternative ways of settling the instruments and the capital structure of entities, whose shares are mandatorily redeemable. Most of the guidance
in SFAS No. 150 is effective for all financial instruments entered into or modified after May 31, 2003, and otherwise is effective from the start
of the first interim period beginning after June 15, 2003. The Company believes that the adoption of this standard will not have a material impact
on the Company�s results of operations or financial position.

In January 2003, the FASB issued Interpretation No. 46, (FIN 46) �Consolidation of Variable Interest Entities.� FIN 46 requires a company to
consolidate a variable interest entity (�VIE�), as defined, when the company will absorb a majority of the variable interest entity�s expected losses,
receive a majority of the variable interest entity�s expected residual returns, or both. FIN 46 also requires consolidation of existing,
non-controlled affiliates if the VIE is unable to finance its operations without investor support, or where the other investors do not have exposure
to the significant risks and rewards of ownership. FIN 46 applies immediately to a VIE created or acquired after January 31, 2003. For a VIE
acquired before February 1, 2003, FIN 46 applies in the first fiscal year or interim period beginning after June 15, 2003. The Company has
completed its assessment of the impact of FIN 46 and does not believe that its adoption will have a material impact on the Company.

Note 10�Legal Proceedings

Certain legal proceedings in which the Company is involved are described in the Company�s Quarterly Report on Form 10-Q/A (Amendment No.
1) for the quarter ended January 31, 2003. The following discussion is limited to recent developments concerning the Company�s legal

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 21



proceedings and should be read in conjunction with such earlier Quarterly Report. Unless otherwise indicated, all legal proceedings discussed in
the Company�s earlier Quarterly Report remain outstanding.

With respect to the Company�s complaint against Telefonica S.A., Terra Networks, S.A., Terra Networks, U.S.A., Inc. and Lycos, Inc., the
Company filed a motion on May 16, 2003 to compel the defendants to produce documents under the crime-fraud exception of the attorney-client
and work product privilege. Oral argument on this motion is scheduled for August 7, 2003.

With respect to the Company�s statement of claim with the American Arbitration Association naming Telefonica Internacional, S.A. as the
Respondent, the parties filed post-hearing briefs on April 4, 2003 and reply briefs were filed on May 8, 2003.

With respect to the summons and complaint filed on or about July 25, 2002 by PT-1 Communications against the Company, the parties held a
status conference before the judge on April 3, 2003. The Company filed a motion for a stay to enjoin this proceeding based upon a filing by The
Continuing Creditors� Committee of Star Telecommunications, Inc. of a near-identical adversary proceeding against the Company in the United
States Bankruptcy Court for the District of Delaware. The motion was denied on May 15, 2003.

12
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With respect to the complaint filed by Mark B. Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking certification
of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Ltd. to AT&T, the
Court denied the plaintiff�s motion to remand the case to the State court and granted the Company�s motion to transfer the case to the Federal
Communications Commission (the �FCC�). The Company filed a petition with the FCC on April 30, 2003.

With respect to the Morris Amsel and the Ana Cardoso and Maria Calado matters relating to the Company�s calling cards, on May 19, 2003 the
Company filed an application with the Multi-District Litigation Panel seeking to consolidate these matters.

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc. in the U.S. District Court for the Eastern District
of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of certain
equipment by Superior, and provides Winstar with purchase options at 6 and 9 months from May 7, 2003 for various equipment that was the
subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the original cost to Superior or its entities that are now in Chapter 7
bankruptcy.

With respect to the Univance Telecommunications, Inc. and Univance Marketing Group, Inc. (collectively the �Univance Debtors�) bankruptcy
matter, the parties resolved this matter and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003, pursuant to
which the Univance Debtors will continue to provide services to Winstar. The parties will seek Bankruptcy Court approval of the agreement.

On or about February 5, 2002, a complaint was filed by Solomon Bitton against the Company in the Superior Court of the State of New Jersey,
Bergen County, seeking certification of a class consisting of New Jersey residents who allegedly purchased the Company�s pre-paid calling cards
and were charged any fee that was not specifically disclosed on the card packaging prior to purchase. The damages sought have not yet been
quantified. The Company served answers to the complaint on April 3, 2003 and are in the process of providing initial discovery responses.

On or about March 12, 2003, a complaint was filed by the Continuing Creditors� Committee of Star Telecommunications, Inc. for itself and on
behalf of the Star Creditors� Liquidating Trust (�Star�) against the Company in the United States Bankruptcy Court for the District of Delaware.
Star seeks (a) to void and recover damages for certain fraudulent transfers of property of Star�s bankruptcy estate pursuant to the pre-petition sale
of certain assets to the Company, and (b) to recover damages for unjust enrichment pursuant to said sale. The Company has not been served with
the complaint and Star has not taken any action to prosecute the claims against the Company. The Company filed a motion for a stay or to enjoin
this proceeding based upon the fact that this proceeding is nearly-identical to the adversary proceeding previously filed by PT-1
Communications against the Company in the United States Bankruptcy Court for the Eastern District of New York, which motion was denied.

On April 15, 2003, Network Communications of Indiana (�NCI�) filed a four-count complaint in the Superior Court in Marion County, Indiana,
against the Company, seeking $8.7 million in damages. NCI signed a Non-Exclusive High Volume Independent Agent Marketing Agreement
with Winstar Wireless, Inc., on February 1, 1999. On April 18, 2001, Winstar Wireless, Inc., and various other affiliates (�Debtors�) filed for
Chapter 11 bankruptcy in the United States Bankruptcy Court for the District of Delaware. On December 19, 2001, an affiliate of the Company
purchased various assets of the Debtors. NCI alleges that the Company, as a result of allegedly acquiring certain assets of the Debtor including
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alleged network customer lists: (a) misappropriated NCI�s customer lists, (b) unlawfully converted NCI�s customer lists, (c) unfairly competed
with NCI�s business, and (d) tortiously interfered with contracts between NCI and NCI�s customers. The case has been removed to the United
States District Court for the Southern District of Indiana, Indianapolis Division, and the Company has an extension to answer or otherwise plead
until June 23, 2003.

On or about April 26, 2003, the Company was served with a petition filed by Powell Palmares in the District Court of Nueces County, Texas,
105th Judicial District. The Company is not the only defendant in this action. In his petition, the plaintiff names numerous additional defendants,
including Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star Telecom Network, Astral
Communications, Pacific Telecard, and Advanced Telecom Solutions. The plaintiff is seeking certification of a class consisting of all persons in
Texas who allegedly purchased and used IDT�s pre-paid calling cards and made calls to, or from, cellular telephone equipment. The damages
sought have not yet been quantified. The Company filed its answer on June 2, 2003.

The Company is subject to other legal proceedings and claims, which arise in the ordinary course of our business and have not been finally
adjudicated. Although there can be no assurances in this regard, in the opinion of the Company�s management,
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such proceedings, as well as the aforementioned actions, will not have a material adverse effect on the Company�s results of operations, cash
flows or financial condition.

Note 11�Settlement by Net2Phone of Litigation

On March 19, 2002, Net2Phone and its ADIR Technologies, Inc. subsidiary filed suit in the United States District Court for the District of New
Jersey against Cisco Systems, Inc. and a Cisco executive who had been a member of ADIR�s board of directors. The suit arose out of the
relationships that had been created in connection with Cisco�s and Net2Phone�s original investments in ADIR and out of ADIR�s subsequent
purchase of NetSpeak, Inc. in August 2001. Net2Phone and ADIR settled the suit and all related claims against Cisco and the Cisco executive in
exchange for: (i) the transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco�s and Softbank Asia Infrastructure Fund�s respective
11.5% and 7.0% interests in ADIR, and (ii) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone and ADIR. As a result of
this settlement, Net2Phone recognized for the quarter ended October 31, 2002, a gain of $58.4 million consisting of (i) a $38.9 million reduction
in minority interests as a result of the transfer of the ADIR shares and (ii) the receipt of settlement proceeds of $19.5 million. During the second
quarter of Fiscal 2003, Net2Phone approved and therefore recorded an additional $0.4 million in executive compensation expense directly
related to the Cisco settlement.

Note 12�Restructuring, Severance and Impairment Charges

Restructuring, severance and impairment charges were $1.7 million and $9.0 million for the three and nine months ended April 30, 2003
compared to $114.4 million and $138.4 million for the three and nine months ended April 30, 2002, respectively.

First Quarter 2003 Restructuring

On October 24, 2002, Net2Phone announced that it was consolidating certain business operations. This consolidation reduced Net2Phone�s staff
by approximately 20%, or about 55 employees. As a result of this restructuring, Net2Phone incurred severance charges of $3.2 million, primarily
relating to the consolidation in the first quarter of Fiscal 2003 of its development and support organizations. In addition, Net2Phone recorded
$1.9 million of asset impairment charges, and $1.8 million of costs to exit various locations and cancel network buildouts. These costs were
partially offset by Net2Phone�s reversal of a reserve for cancellation charges, which was reduced as a result of successful settlement negotiations
with certain vendors.

November 2001 Restructuring
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In November 2001, Net2Phone announced plans to restructure its operations, which included the elimination of various lines of development
business related to Voice Hosting products and Enterprise products, the relocation of certain facilities, and a reduction in workforce by
approximately 270 employees. As a result of this restructuring, during the nine months ended April 30, 2002, Net2Phone incurred charges of
$0.9 million related to the write down of certain assets and a litigation-related reserve, $6.2 million related to employee terminations, $1.9
million related to the reduction of operations at various locations, and $1.3 million related to the cancellation of various equipment and network
build out costs.

February 2002 Restructuring

In February 2002, Net2Phone�s ADIR subsidiary announced a reduction of workforce by 60 employees, resulting in a charge of approximately
$1.4 million. Also in February 2002, Net2Phone announced plans to reduce its workforce by 85 employees or approximately 28% resulting in a
charge of approximately $3.5 million.

April 2002 Restructuring

In April 2002, Net2Phone announced plans to further reduce its workforce by 20 employees. Net2Phone scaled back its technical development
team, which had been working on projects related to the restructured businesses. Net2Phone recorded severance of approximately $0.9 million
related to this additional workforce reduction.

Impairment of Long-lived and Intangible Assets

An impairment charge of $83.9 million was recognized by Net2Phone during the third quarter of Fiscal 2002 when it determined that the future
undiscounted cash flows of its long-lived assets were estimated to be insufficient to recover their related carrying values. As such, the carrying
values of these assets were written down to their estimated fair value, estimated
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using the present value of expected future cash flows. Additionally, during the third quarter of fiscal 2002, as a result of the significant reduction
in ADIR�s workforce, the goodwill for ADIR�s software sales reporting unit was tested for impairment and, as a result, a goodwill impairment
loss of $11.5 million was recognized by Net2Phone. The fair value used to measure the impairment was estimated using the present value of
expected future cash flows. Also during the third quarter of Fiscal 2002, as a result of Net2Phone�s plan to restructure its operations and eliminate
various lines of development, an impairment review of Net2Phone�s long-lived assets and identifiable intangible assets was conducted as of April
30, 2002. As a result of this analysis, Net2Phone recorded impairment charges of approximately $2.0 million related to customer lists, $0.5
million related to technology and $1.7 million related to developed product technology assets. The impairment charge was calculated as the
amount by which the carrying amount of the assets exceeded their fair values, estimated using the present value of expected future cash flows.

Separation Agreements

As a result of separation agreements entered into in Fiscal 2002 with Net2Phone�s former Chief Executive Officer and Chief Financial Officer,
Net2Phone incurred charges of $1.0 million and $3.0 million during the three and nine months ended April 30, 2003, respectively, and $0.8
million and $11.7 million during the three and nine months ended April 30, 2002, respectively. Net2Phone expects to incur future charges of
approximately $1.8 million relating to these separation agreements.

Note 13�Gain on Sale of Subsidiary Stock

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media�s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. IDT Media operates several media and
entertainment-related businesses, most of which are currently in the early stages of development. As a result of this sale of subsidiary stock, the
Company�s ownership percentage in IDT Media decreased from 100% to 94.4%.

The Company has historically accounted for sales of stock of its subsidiaries in accordance with Staff Accounting Bulletin No. 51, Accounting
for Sales of Stock by a Subsidiary, which permits the Company to record the excess of its carrying value in the equity of its subsidiaries as a
gain. Accordingly, in connection with this sale, the Company recognized a gain of $22.4 million. Deferred taxes of $9.0 million have been
provided on the gain.
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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/A (Amendment No. 1) for the
year ended July 31, 2002, as filed with the United States Securities and Exchange Commission.

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/A (Amendment No. 3), including the notes to the condensed consolidated financial statements, 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. Such
forward-looking statements include, among other things, our plans to implement our growth strategy, improve our financial performance,
expand our infrastructure, develop new products and services, expand our sales force, expand our customer base and enter international markets,
and the possible outcome of our litigation. Such forward-looking statements also include our expectations concerning factors affecting the
markets for our products and services, such as changes in the U.S. and the international regulatory environment and the demand for
long-distance telecommunications. 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 statements. These risks and uncertainties include, but are not limited to, those
risks discussed in this report. In addition to the factors specifically noted in the forward-looking statements, other important factors that could
result in those differences include: potential declines in prices for our products and services; our ability to maintain and grow our retail
telecommunications services, particularly our prepaid calling card business; availability of termination capacity; financial stability of our
customers; our ability to maintain carrier agreements with foreign carriers; effectiveness of our marketing and distribution efforts; increased
competition, particularly from regional bell operating companies; our ability to manage our growth; competitiveness of our Winstar subsidiary;
impact of government regulation; our ability to obtain telecommunications products or services required for our products and services; general
economic conditions, particularly in the telecommunications markets; and the other factors set forth in our Annual Report on Form 10-K/A
(Amendment No. 1) for Fiscal 2002. The forward-looking statements are made as of June 16, 2003, the date of filing of the original Quarterly
Report on Form 10-Q for the quarterly period ended April 30, 2003, 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 herein and the other information set forth from time to time in our reports filed with the United States Securities and
Exchange Commission pursuant to the Securities Act of 1933 and the Securities Exchange Act of 1934, including our Annual Report on Form
10-K/A (Amendment No. 1) for Fiscal 2002.

Overview

General

IDT Corporation, through our IDT Telecom segment, provides telecommunications services and products to retail and wholesale customers
worldwide, including prepaid, private label and rechargeable calling cards, wholesale carrier services and consumer long distance services. We
deliver our telecommunications services over a network consisting of more than 200 switches in the United States, Europe and South America.
We also own and lease capacity on 16 undersea fiber-optic cables that connect our U.S. facilities with our international facilities and with
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third-party facilities in Europe, Latin America and Asia. We derive a majority of our revenues from IDT Telecom.

Our Winstar segment, which operates under the name IDT Solutions, offers broadband and telephony services to commercial and governmental
customers through its fixed-wireless and fiber infrastructure. We also operate, through our IDT Media segment, several media and
entertainment-related businesses, most of which are currently in the early stages of development. IDT Media primarily comprises five business
lines: radio, animation, brochure distribution, video-to-desktop delivery, and call center services. Effective October 23, 2001, we reconsolidated
Net2Phone, which is a provider of voice over Internet Protocol, or VoIP, telephony products and services.
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Outlook

In recent years, we have derived the majority of our revenues from IDT Telecom�s businesses, consisting primarily of our Retail
Telecommunications Services segment, which markets prepaid, private label and rechargeable calling cards and consumer long distance
services, and our Wholesale Telecommunications Services segment, which markets wholesale carrier services. These businesses have accounted
for the bulk of our operating expenses as well (excluding restructuring, severance and impairment charges).

Throughout the remainder of Fiscal 2003, we anticipate increased growth in our wholesale carrier revenues. We anticipate growth in IDT
Telecom�s Retail Telecommunications Services revenues as well, and we expect Retail Telecommunications Services revenues to continue to
account for approximately 70%-75% of IDT Telecom�s total revenues in the coming quarters.

The worldwide telecommunications industry has been characterized in recent years by intense price competition, which has resulted in a
significant decline in both our average per-minute price realizations and our average per-minute termination costs. Therefore, although IDT
Telecom�s minutes of use have been increasing strongly, IDT Telecom�s revenues have increased at a much slower rate. We expect to see some
further price declines throughout the remainder of Fiscal 2003, as the markets in which we compete have generally remained competitive.

Since our acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We have
restructured Winstar�s operations by undertaking significant cost saving measures, including the downsizing of the Winstar network and a
significant reduction in headcount, aimed at reducing the working capital deficit. However, at this time, we expect IDT Solutions to continue to
generate operating losses and to require funding for its capital expenditure needs for the foreseeable future. We expect IDT Solutions to continue
to reduce its operating losses throughout the remainder of Fiscal 2003, aided by a combination of increased revenues and continued cost saving
measures.

We have also been developing various new businesses within our IDT Media segment. We anticipate that IDT Media will continue to incur
significant costs related to its existing and other new businesses. The timing and magnitude of further revenues and/or operating profits from
these new businesses remains uncertain. In May 2003, IDT Media�s Digital Production Solutions unit (which operates IDT Media�s animation
business line) acquired a controlling interest in Film Roman, Inc., an independent animation company, through the purchase of newly issued
shares of Film Roman common stock. For the year ended December 31, 2002, Film Roman reported revenues of $43.3 million and a net loss of
$8.6 million. In the upcoming quarters, the results of operations of our IDT Media segment will include the consolidation of Film Roman.

Critical Accounting Policies

Our condensed consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally
accepted in the United States. Preparing condensed consolidated financial statements requires us to make estimates and assumptions that affect
the reported amounts of assets, liabilities, revenue and expenses. These estimates and assumptions are affected by the application of our
accounting policies. Our significant accounting policies are described in Note 1 to the July 31, 2002 consolidated financial statements included
in our Form 10-K/A (Amendment No. 1). Critical accounting policies are those that require application of management�s most difficult,
subjective or complex judgments, often as a result of matters that are inherently uncertain and may change in subsequent periods. Critical
accounting policies for us include revenue recognition, allowance for doubtful accounts, goodwill, and valuation of long-lived and intangible
assets. For additional discussion of our critical accounting policies, see our Management�s Discussion & Analysis of Financial Condition and
Results of Operations in our Annual Report on Form 10-K/A (Amendment No. 1) for Fiscal 2002.
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Three Months Ended April 30, 2003 Compared to Three Months Ended April 30, 2002

In order to enable a straightforward comparison between the three and nine months of Fiscal Year 2003 and the three and nine months of Fiscal
Year 2002, and to provide a better understanding of IDT�s core operating results for the three and nine months of Fiscal Year 2003, this Form
10-Q/A presents, as additional information, some financial figures excluding the IDT Solutions segment and Net2Phone. The Winstar assets,
through which our IDT Solutions segment operates, were acquired during the second quarter of Fiscal Year 2002, and contributed to revenues
for only part of that quarter, and Net2Phone was not consolidated for the majority of the first quarter of Fiscal Year 2002.

As discussed in Note 2 to the condensed consolidated financial statements, we have restated our 2002 financial statements to consolidate
Net2Phone effective October 23, 2001.

17

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 31



Table of Contents

Results of Operations

We evaluate the performance of our operating business segments based primarily on income (loss) from operations. Accordingly, certain
adjustments are properly not reflected in the operating business segments discussions, but are only reflected in our Consolidated discussion.

Consolidated

Revenues. Our revenues increased 8.4%, from $419.5 million in the three months ended April 30, 2002 to $454.9 million in the three months
ended April 30, 2003. The increase in our consolidated revenues is mainly attributable to a 14.0% increase in IDT Telecom�s revenues, driven by
the significant growth in minutes of use. IDT Telecom�s minutes of use (excluding minutes related to our consumer long distance business, which
are not carried through our own network) grew 43.3% from 3.0 billion in the three months ended April 30, 2002 to 4.3 billion in the three
months ended April 30, 2003.

Direct Cost of Revenues. Direct cost of revenues increased by 7.4%, from $323.1 million in the three months ended April 30, 2002 to $347.1
million in the three months ended April 30, 2003. The increase is due primarily to the growth in our telecommunications minutes of use. As a
percentage of total revenues, direct costs decreased from 77.0% in the three months ended April 30, 2002 to 76.3% in the three months ended
April 30, 2003. The decline in direct costs as a percentage of revenues is attributable to overall higher revenues due to the growth of
minutes-of-use and because of continued operating efficiency gains and lower prices from suppliers.

Selling, General and Administrative. Selling, general and administrative expenses decreased 20.2%, from $131.5 million in the three months
ended April 30, 2002 to $105.0 million in the three months ended April 30, 2003. The decrease is due primarily to continuing cost management
initiatives and elimination of certain expenses directly related to the restructurings of Net2Phone�s operations that were announced during Fiscal
2002 and October 2002. As a percentage of total revenues, selling, general and administrative expenses decreased from 31.4% in the three
months ended April 30, 2002 to 23.1% in the three months ended April 30, 2003. Selling, general and administrative expense declined as a
percentage of revenues due primarily to the significant growth in our revenues for the three months ended April 30, 2003.

We anticipate that selling, general and administrative expenses will increase in dollar terms in the future, and will continue to be a significant
percentage of total revenues, as we expand both IDT Telecom�s businesses and our Media businesses.

Depreciation and Amortization. Depreciation and amortization expense decreased 6.3%, from $23.8 million in the three months ended April 30,
2002 to $22.3 million in the three months ended April 30, 2003. The decrease is primarily due to the lower asset base as a result of the
impairment charge for long-lived assets recognized by Net2Phone during the quarter ended April 30, 2002. As a percentage of revenues,
depreciation and amortization expense decreased from 5.7% in the three months ended April 30, 2002 to 4.9% in the three months ended April
30, 2003. Depreciation and amortization expense decreased, as a percentage of revenues, due to the significant growth in our IDT Telecom
revenues offset by the expansion of our telecommunications network infrastructure and facilities. We anticipate that depreciation expense will
continue to increase in absolute dollars, as we continue to add to our asset base, particularly in IDT Telecom�s businesses, as we implement our
growth strategy.

Non-cash Compensation. Non-cash compensation charges were $9.1 million in the three months ended April 30, 2002, compared to $16.6
million in the three months ended April 30, 2003. Refer to the respective sections of the IDT Telecom, IDT Solutions, Internet Telephony and
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Corporate segments for a full discussion on non-cash compensation charges.

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $114.4 million in the three months
ended April 30, 2002 compared to $1.7 million in the three months ended April 30, 2003. Refer to the respective section of the Internet
Telephony segment for a full discussion on restructuring, severance and impairment charges.

Loss from Operations. Our loss from operations was $182.3 million in the three months ended April 30, 2002, compared to $37.9 million in the
three months ended April 30, 2003. The reduction in our loss from operations was due primarily to IDT Telecom�s increased revenues and gross
margins, partially offset by one-time non-cash compensation charges, and also due to Net2Phone�s significant restructuring, severance and
impairment charges recorded in Fiscal 2002.

Interest. Net interest income was $4.5 million in the three months ended April 30, 2002, compared to net interest income of $6.7 million in the
three months ended April 30, 2003.

Other Income (Expense). Other income (expense) amounted to an expense of $4.4 million in the three months ended April 30, 2002, compared
to income of $12.0 million in the three months ended April 30, 2003. Included in other income (expense) in the three months ended April 30,
2003, was a charge of $1.6 million related to an obligation to guarantee to AT&T
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the value of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $8.8 million.

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media�s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. As a result of this sale of subsidiary
stock, our ownership percentage in IDT Media decreased from 100% to 94.4%. In connection with this sale, we recognized a gain of $22.4
million during the three months ended April 30, 2003.

Included in other expense in the three months ended April 30, 2002 was a $2.2 million charge related to an obligation to guarantee to AT&T the
value of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $2.2 million.

Minority Interests. Minority interests were $111.5 million of income and $1.0 million of expense for the three months ended April 30, 2002 and
2003, respectively. The $112.5 million increase in minority interest income was primarily attributable to the significant minority interest in
Net2Phone, of which we owned 18.6% and 20.1% as of April 30, 2003 and 2002, respectively. Accordingly, we recorded in minority interests
the 81.4% and 79.9% of Net2Phone�s results attributable to the remaining shareholders of Net2Phone during the three months ended April 30,
2003 and 2002, respectively.

Income Taxes. We recorded an income tax benefit of $21.2 million in the three months ended April 30, 2002, compared to an income tax benefit
of $10.8 million in the three months ended April 30, 2003.

Net Loss. Our consolidated net loss was $49.6 million in the three months ended April 30, 2002 compared to a consolidated net loss of $9.3
million in the three months ended April 30, 2003. The recording of a net loss in the three months ended April 30, 2003 and 2002 was a result of
the combined factors for each of the segments discussed below, as well as those items detailed above.

IDT Telecom�Retail Telecommunications Services and Wholesale Telecommunications Services Segments

Revenues. IDT Telecom�s revenues increased 14.0%, from $358.7 million in the three months ended April 30, 2002 to $409.0 million in the three
months ended April 30, 2003.

IDT Telecom�s revenues increased primarily as a result of a 43.3% growth in minutes of use (excluding minutes related to our consumer long
distance business, which are not carried through our own network) from 3.0 billion in the three months ended April 30, 2002 to 4.3 billion in the
three months ended April 30, 2003. IDT Telecom experienced growth in minutes of use in both its Retail Telecommunications Services and
Wholesale Telecommunications Services segments, in both the U.S. and international operations. IDT Telecom�s minutes of use grew at a faster
rate than did its revenues, reflecting a decline in its average revenue-per-minute, from $0.110 during the three months ended April 30, 2002 to
$0.084 in the three months ended April 30, 2003. IDT Telecom�s decrease in its average revenue-per-minute is due to a number of factors,
including (i) continued competition in both retail and wholesale markets, and (ii) introduction of new calling cards.
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Revenues from IDT Telecom�s Retail Telecommunications Services segment increased 5.1%, from $285.4 million in the three months ended
April 30, 2002 to $299.9 million in the three months ended April 30, 2003. Of this total growth of 5.1%, 2.1% came as a result of increased sales
of cards and 3.0% came as a result of higher consumer long distance revenues. As a percentage of IDT Telecom�s overall revenue, Retail
Telecommunications Services� revenues decreased from 78.3% in the three months ended April 30, 2002 to 73.3% in the three months ended
April 30, 2003, as revenues from our Wholesale Telecommunications Services segment grew at a faster rate than did our retail businesses
revenues. IDT Telecom�s calling card sales increased 2.1%, from $255.3 million in the three months ended April 30, 2002 to $260.7 million in
the three months ended April 30, 2003. This increase was primarily generated by the introduction of several new calling cards. A new card is
generally introduced with attractive low per-minute pricing, which is gradually increased as the card gains acceptance and builds market share.
The increase in new card introductions was part of IDT�s plan to aggressively seek market share in both its traditional Northeast U.S. markets, as
well as in several other key areas, such as California, Florida and Texas. In addition, the growth in our calling card revenues resulted from the
expansion of our distribution network beyond our traditional Northeastern U.S. territory, as well as the continued strong growth of European
operations, both in our U.K. market as well as in other markets such as Spain, Germany and the Netherlands. Throughout the quarter, several of
the recently-launched cards entered the higher-margin, more profitable stages of their lifecycles, resulting in higher overall calling card margins
in the United States, when compared to the second quarter of Fiscal 2003.

Calling card sales as a percentage of IDT Telecom�s Retail Telecommunications Services revenues decreased from 89.5% in the three months
ended April 30, 2002 to 86.9% in the three months ended April 30, 2003, as revenues from consumer long distance services grew at a faster rate
than did calling card revenues. Revenues from consumer long distance services, in which we act as a switchless reseller of another company�s
network, experienced significant growth in the three months ended April 30, 2003, with revenues increasing 31.3%, from $29.7 million in the
three months ended April 30, 2002 to $39.0 million in the three
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months ended April 30, 2003. The consumer long distance revenue increase is attributable to the continued growth of our flat rate, $0.05 a
minute long distance calling plan, which has been driven by increased marketing expenditures, resulting in a significant increase in the number
of consumer long distance customers. At April 30, 2003, we had approximately 622,000 active customers for our consumer long distance
services, compared to approximately 409,000 customers at April 30, 2002. Beginning in early Fiscal 2003, we significantly increased the
marketing and advertising expenditures of our consumer long distance business, in an attempt to accelerate the growth of our customer base.
These expenditures, while reducing consumer long distance operating profits in the near term, are expected to lead to a rise in the number of
active customers, revenues and profits over the longer term. In addition, as our customer base has grown, we have begun to place an increased
emphasis on customer retention initiatives. Accordingly, our marketing efforts for our consumer long distance business is now focused on
customer retention and increasing the average revenue per customer, in addition to attracting new customers.

Revenues from IDT Telecom�s other Retail Telecommunications Services businesses, consisting primarily of call reorigination services,
amounted to $0.5 million in the three months ended April 30, 2002, versus $0.2 million in the three months ended April 30, 2003.

IDT Telecom�s Wholesale Telecommunications Services revenues increased 49.2%, from $73.2 million in the three months ended April 30, 2002
to $109.2 million in the three months ended April 30, 2003. As a percentage of IDT Telecom�s total revenues, Wholesale Telecommunications
Services revenues increased from 20.4% in the three months ended April 30, 2002 to 26.7% in the three months ended April 30, 2003. The
increase in revenues resulted from the growth in wholesale carrier minutes, despite a significant decline in the average revenue-per-minute. In
recent years, IDT Telecom�s wholesale carrier business has curtailed or ceased completely its sales to financially unstable carriers. During the
three months ended April 30, 2003, IDT Telecom continued to rebuild its customer base through the addition of new customers and by
increasing sales to its larger, more financially stable customers. Increased sales to international telecom carriers accounted for the bulk of the
growth in revenues and gross profits during the quarter.

Direct Cost of Revenues. Direct cost of revenues for IDT Telecom increased 16.9%, from $270.5 million in the three months ended April 30,
2002 to $316.1 million in the three months ended April 30, 2003, due to the higher revenue and minutes base. As a percentage of total IDT
Telecom�s revenues, direct costs increased to 77.3% in the three months ended April 30, 2003, from 75.4% in the three months ended April 30,
2002. The increase in direct costs as a percentage of total revenues is attributable to the competitive pricing environment within the
telecommunications industry, which resulted in lower revenue per minute price realizations.

Selling, General and Administrative. IDT Telecom�s selling, general and administrative expenses decreased 1.9%, from $62.6 million in the three
months ended April 30, 2002 to $61.4 million in the three months ended April 30, 2003. As a percentage of IDT Telecom�s total revenues,
selling, general and administrative expenses were 17.5% in the three months ended April 30, 2002, compared to 15.0% in the three months
ended April 30, 2003. IDT anticipates that selling, general and administrative expenses will remain steady, in absolute dollar terms, over the next
few quarters, and should therefore represent a smaller percentage of revenues, as overall revenues increase.

Depreciation and Amortization. IDT Telecom�s depreciation and amortization expense rose 20.0%, from $13.0 million in the three months ended
April 30, 2002, to $15.6 million in the three months ended April 30, 2003, reflecting the continued expansion of our fixed asset base, as we
invest to accommodate our current and anticipated future growth. As a percentage of IDT Telecom�s total revenues, depreciation and
amortization expense was 3.8% in the three months ended April 30, 2003 compared to 3.6% in the three months ended April 30, 2002.

Non-cash Compensation. IDT Telecom recorded non-cash compensation of $0.2 million in the three months ended April 30, 2003, relating to
stock options granted to certain non-employee consultants.

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 36



Income from Operations. IDT Telecom recorded income from operations of $12.5 million in the three months ended April 30, 2002, compared
to income from operations of $15.7 million in the three months ended April 30, 2003. The increase in income from operations resulted primarily
from the revenue growth and improved gross margins.

IDT Solutions Segment

Revenues. Revenues from IDT Solutions decreased 37.2%, from $33.1 million in the three months ended April 30, 2002 to $20.8 million in the
three months ended April 30, 2003. The third fiscal quarter of 2002 marked the first full quarter of IDT�s ownership of IDT Solutions. Since the
acquisition of the Winstar assets in December 2001, IDT has significantly restructured and downsized the acquired business including the
discontinuation of certain product lines and the exiting of certain geographic locations. These decisions accounted in large part for the decline in
revenues versus the prior year.

Throughout the remainder of Fiscal 2003, IDT Solutions will continue to focus its sales force towards targeting small and medium sized
businesses, which are concentrated within IDT Solutions� footprint of 3,000 provision-ready buildings (i.e.,
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buildings in which IDT Solutions� technology is currently deployed). IDT Solutions will also continue to target Fortune 500 companies, as well
as the various civilian and defense agencies of the U.S. government. IDT Solutions will also be developing an agent channel to support its
existing sales force initiatives.

Direct Cost of Revenues. Direct cost of revenues for IDT Solutions decreased 50.8%, from $42.1 million in the three months ended April 30,
2002 to $20.7 million in the three months ended April 30, 2003. The decrease in direct cost of revenues is due to the restructuring and
downsizing efforts noted above, as well as IDT�s efforts to groom the Winstar network to better reflect the needs of its current customer base.
Direct cost of revenues consist primarily of two components, connectivity for the network backbone and lease payments for the network of
provision-ready buildings. Network backbone costs for the three months ended April 30, 2003 totaled $13.5 million, accounting for 65.2% of
total direct cost of revenues. Direct cost of revenues for the three months ended April 30, 2003 associated with lease payments for the building
network were $7.2 million.

Selling, General and Administrative. Selling, general and administrative expenses of IDT Solutions decreased 45.3%, from $29.6 million in the
three months ended April 30, 2002 to $16.2 million in the three months ended April 30, 2003. The decrease is primarily due to the significant
cost saving measures undertaken by IDT subsequent to the acquisition of the Winstar assets, which included a significant reduction in
headcount. The main component of selling, general and administrative expenses for the three months ended April 30, 2003 was employee
compensation and benefits, accounting for $11.9 million, or 73.5% of total selling, general and administrative expenses. Since the acquisition of
the Winstar assets in December 2001, the number of employees of Winstar has been reduced from approximately 750 to approximately 520 as of
April 30, 2003.

Depreciation and Amortization. Depreciation and amortization was $2.9 million in the three months ended April 30, 2002 compared to $3.6
million in the three months ended April 30, 2003. As a percentage of IDT Solutions� revenues, depreciation and amortization increased from
8.8% in the three months ended April 31, 2002 to 17.3% in the three months ended April 30, 2003, primarily due to the lower revenue base as
discussed above.

Non-cash Compensation. IDT Solutions recorded non-cash compensation of $2.3 million in the three months ended April 30, 2002, as a result of
modifications to stock option agreements of certain terminated employees.

Loss from Operations. IDT Solutions� loss from operations in the three months ended April 30, 2002 was $43.9 million, compared to $19.6
million in the three months ended April 30, 2003. The decrease in loss from operations is due to the significant cost saving measures undertaken
by IDT subsequent to the acquisition of the Winstar assets, which included the downsizing of the Winstar network and a significant reduction in
headcount, as described above.

IDT Media Segment

In May 2003, IDT Media�s Digital Production Solutions unit (which operates IDT Media�s animation business line) acquired a controlling interest
in Film Roman, Inc., an independent animation company, through the purchase of newly issued shares of Film Roman common stock. For the
year ended December 31, 2002, Film Roman reported revenues of $43.3 million and a net loss of $8.6 million. In the upcoming quarters, our
results from operations will include the consolidation of Film Roman.
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Revenues. Revenues from IDT Media�s businesses increased 31.0%, from $4.2 million in the three months ended April 30, 2002 to $5.5 million
in the three months ended April 30, 2003. In Fiscal 2002, IDT Media gradually exited its Digital Subscriber Line (�DSL�) business. Currently,
IDT Media�s revenues are primarily comprised of revenues from its CTM Brochure Display, Inc. business, a brochure distribution company.

Direct Cost of Revenues. Direct cost of revenues decreased from $0.7 million in the three months ended April 30, 2002 to $0.4 million in the
three months ended April 30, 2003. As a percentage of IDT Media�s revenues, these costs decreased from 16.7% for the three months ended
April 30, 2002 to 7.3% for the three months ended April 30, 2003. Most of IDT Media�s businesses remain in the early stages of their
development. As such, we anticipate that direct costs will continue to account for a relatively small percentage of IDT Media�s revenues, with
most of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs.

Selling, General and Administrative. Selling, general and administrative expenses decreased 16.9%, from $8.3 million in the three months ended
April 30, 2002 to $6.9 million in the three months ended April 30, 2003. The decrease in selling, general and administrative expenses reflect the
exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfolio of
businesses towards media related businesses. In addition, during Fiscal 2002, IDT Media implemented stricter management controls over
operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of a newly created
customer service outsourcing operation.

Depreciation and Amortization. Depreciation and amortization expense was $0.1 million in the three months ended April 30, 2002, versus $0.6
million in the three months ended April 30, 2003. As a percentage of revenues, depreciation and
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amortization expense increased to 10.9% in the three months ended April 30, 2003, from 2.4% in the three months ended April 30, 2002.

Loss from Operations. Loss from operations in the three months ended April 30, 2002 was $5.0 million, compared to a loss from operations of
$2.3 million in the three months ended April 30, 2003, reflecting primarily the lower level of selling, general and administrative expenses
resulting from stricter management controls over operating expenses, as well as the refocusing of the segment�s business portfolio towards media
related businesses.

IDT Internet Telephony Segment

The Internet Telephony business segment reflects the results of Net2Phone, which we reconsolidated effective October 23, 2001. As of April 30,
2003, IDT�s ownership interest in Net2Phone was approximately 18.6%. Accordingly, IDT recorded approximately 81.4% of Net2Phone�s results
attributable to the remaining shareholders in the minority interests line of the condensed consolidated statements of operations. Prior to October
23, 2001, we accounted for our investment in Net2Phone under the equity method of accounting and, accordingly, such results were included in
the equity in loss of affiliates line of the condensed consolidated statements of operations.

Revenues. Net2Phone�s revenues are primarily derived from per-minute charges billed to its customers on a prepaid basis and from the sale of
Internet telephony equipment and services to resellers and other carriers. Revenues decreased 16.6% from $23.5 million in the three months
ended April 30, 2002 to $19.6 million for the three months ended April 30, 2003. In the second quarter of Fiscal 2003, Net2Phone purposefully
de-emphasized seeking revenues from relatively low-margin services, such as disposable calling cards, in favor of building up activities to
generate revenues in relatively high-margin services, such as international communications services, during the upcoming periods.

Direct Cost of Revenues. Net2Phone�s direct cost of revenues consists primarily of network costs associated with carrying customer traffic on its
network, wholesale costs of Internet telephony devices, ad serving costs and e-mail box hosting fees. It also includes the cost of purchasing,
storing and shipping Internet telephony equipment. Total direct cost of revenues, excluding depreciation and amortization, were $9.8million in
the three months ended April 30, 2002 compared to $10.0 million in the three months ended April 30, 2003. As a percentage of total Internet
Telephony revenues, total direct costs was 41.7% in the three months ended April 30, 2002 compared to 51.0% in the three months ended April
30, 2003 primarily due to changes in traffic calling patterns

Selling, General and Administrative. Selling, general and administrative expenses consist of employee salaries and benefits, the expenses
associated with acquiring customers, including commissions paid to sales partners, advertising costs, referral fees and amounts paid to strategic
partners in connection with revenue-sharing arrangements, and the costs of insurance, legal services, rent, utilities, shipping, consulting and
other items. Selling, general and administrative expenses decreased 49.4% from $25.1million in the three months ended April 30, 2002 to $12.7
million in the three months ended April 30, 2003. The decrease is due primarily to continuing cost management initiatives and elimination of
certain expenses directly related to the restructurings of Net2Phone�s operations that were announced during Fiscal 2002 and October 2002. As a
percentage of total Internet Telephony revenues, these costs were 106.8% in the three months ended April 30, 2002 compared to 64.8% in the
three months ended April 30, 2003. Net2Phone anticipates that selling, general and administrative expenses (excluding restructuring, severance
and impairment charges) will decrease for the remainder of Fiscal 2003, as it benefits from the effects of the restructuring of its operations.

Depreciation and Amortization. Depreciation and amortization expense decreased 67.1% from $7.0 million in the three months ended April 30,
2002 to $2.3 million in the three months ended April 30, 2003. The decrease is due to the lower asset base as a result of the impairment charge
for long-lived assets recognized during the quarter ended April 30, 2002. As a percentage of total Internet Telephony revenues, depreciation and
amortization expense was 29.8% in the three months ended April 30, 2002 compared to 11.7% in the three months ended April 30, 2003.
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Non-cash Compensation. Non-cash compensation was $6.7 million in the three months ended April 30, 2002 compared to $2.7 million in the
three months ended April 30, 2003. For the three months ended April 30, 2003, Net2Phone�s non-cash compensation primarily resulted from a
charge of $1.0 million related to repriced options which are subject to variable accounting treatment and therefore must be marked-to-market
each quarter, and a charge of $1.1 million for the amortization of the discount of ADIR shares sold to Net2Phone and ADIR employees in Fiscal
2001. The total discount of approximately $17.9 million is being amortized over the vesting period of such shares.

For the three months ended April 30, 2002, Net2Phone�s non-cash compensation of $6.7 million resulted primarily from a charge of $2.0 million
related to repriced options which are subject to variable accounting treatment and therefore must be marked-to-market each quarter, a charge of
$1.1 million for the amortization of the discount of ADIR shares sold to Net2Phone and ADIR employees in Fiscal 2001, and for charges taken
related to stock options granted at below market value.
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Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $114.4 million in the three months
ended April 30, 2002 compared to $1.7 million in the three months ended April 30, 2003. This decrease is due mainly to various impairment
charges taken during the third quarter of Fiscal 2002, including an $83.9 million impairment of fixed assets, a $11.5 million impairment of
goodwill and a $4.2 million impairment of intangible assets. Also, Net2Phone went through several restructurings during the third quarter of
Fiscal 2002, which resulted in significant charges related to workforce reductions, costs associated with exiting various locations and canceling
connectivity contracts. Refer to Note 12 of our condensed consolidated financial statements for additional information.

Loss from Operations. Net2Phone�s loss from operations was $139.6 million in the three months ended April 30, 2002 compared to $9.8 million
in the three months ended April 30, 2003. The reduction in our loss from operations was primarily attributable to lower restructuring, severance
and impairment charges recorded during the three months ended April 30, 2003. Included in Net2Phone�s loss from operations for the three
months ended April 30, 2002 and 2003 were $114.4 million and $1.7 million, of restructuring, severance and impairment charges, respectively.

Corporate

Our Corporate costs consist of corporate services, such as treasury management costs, corporate governance costs, public relations, corporate
management and legal costs, corporate insurance, and other general corporate expenses, as well as depreciation expense on corporate assets.
Such corporate services are shared generally by our other operating segments, and are not allocable to any specific segment. Corporate does not
generate any revenues, nor does it incur any direct cost of revenues.

Selling, General and Administrative. We incurred $5.9 million in corporate selling, general and administrative expenses in the three months
ended April 30, 2002, compared to $7.8 million incurred in the three months ended April 30, 2003. The increase is due largely to increased costs
of litigation against Telefonica and Terra Networks, S.A. As a percentage of our total consolidated revenues, corporate selling, general and
administrative expenses were 1.5% in the three months ended April 30, 2002, compared to 1.7% in the three months ended April 30, 2003.

Depreciation and Amortization. Depreciation expense decreased from $0.6 million for the three months ended April 30, 2002 to $0.4 million for
the three months ended April 30, 2003.

Non-cash Compensation. Non-cash compensation charges were $13.7 million in the three months ended April 30, 2003. On April 25, 2003, all
then outstanding stock options exercisable for shares of our common stock (which were exercisable for an aggregate of 1.9 million shares) were
amended to instead be exercisable for an equal number of shares of our Class B common stock. Because these options were originally recorded
under APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the intrinsic value method of
accounting. Accordingly, we recorded a non-cash compensation charge for the three months ended April 30, 2003 of $13.7 million for the
modification of the options.

Loss from Operations. Loss from operations was $6.5 million in the three months ended April 30, 2002, compared to $21.8 million in the three
months ended April 30, 2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted above.

Nine Months Ended April 30, 2003 Compared to Nine Months Ended April 30, 2002
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Results of Operations

We evaluate the performance of our operating business segments based primarily on income (loss) from operations. Accordingly, certain
adjustments are properly not reflected in the operating business segments discussions, but are only reflected in our Consolidated discussion.

Consolidated

Revenues. Our revenues increased 17.0%, from $1,153.0 million in the nine months ended April 30, 2002 to $1,348.8 million in the nine months
ended April 30, 2003. Excluding revenues from our IDT Solutions segment, which was acquired in December 2001, and our Internet Telephony
segment, consisting of Net2Phone, which was reconsolidated effective October 23, 2001, our revenues increased 16.4%, from $1,047.7 million
in the nine months ended April 30, 2002 to $1,219.5 million in the nine months ended April 30, 2003. The increase in our consolidated revenues
(excluding our IDT Solutions and Internet Telephony segments) is mainly attributable to a 16.6% increase in IDT Telecom�s revenues. The
growth in IDT Telecom�s revenues primarily resulted from a 47.0% growth in minutes of use (excluding minutes related to our consumer long
distance business, which are not carried through our own network), from 8.3 billion in the nine months ended April 30, 2002 to 12.2 billion in
the nine months ended April 30, 2003.
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Direct Cost of Revenues. Direct cost of revenues increased by 16.8%, from $886.8 million in the nine months ended April 30, 2002 to $1,036.2
million in the nine months ended April 30, 2003. Excluding direct costs of revenues from our IDT solutions and Internet Telephony segments,
direct cost of revenues increased 15.9%, from $802.2 million in the nine months ended April 30, 2002 to $929.7 million in the nine months
ended April 30, 2003. As a percentage of total revenues, direct costs decreased from 77.0% in the nine months ended April 30, 2002 to 76.8% in
the nine months ended April 30, 2003 (and decreased from 76.6% to 76.2% excluding our IDT Solutions and Internet Telephony segments). The
decline in direct costs as a percentage of revenues is attributable to overall higher revenues due to the growth of minutes-of-use and because of
continued operating efficiency gains and lower prices from suppliers.

Selling, General and Administrative. Selling, general and administrative expenses decreased 4.5%, from $331.8 million in the nine months
ended April 30, 2002 to $316.9 million in the nine months ended April 30, 2003. Excluding selling, general and administrative expenses from
our IDT Solutions and Internet Telephony segments, selling, general and administrative expenses increased 2.9%, from $219.4 million in the
nine months ended April 30, 2002 to $225.8 million in the nine months ended April 30, 2003, due primarily to the increased sales and marketing
efforts of IDT Telecom as well as increased salaries, facilities costs and professional fees related to the expansion of our infrastructure and bases
of operation to facilitate our current and anticipated future growth. As a percentage of total revenues, selling, general and administrative
expenses decreased from 28.8% in the nine months ended April 30, 2002 to 23.5% in the nine months ended April 30, 2003 (and from 20.9% to
18.5% excluding our IDT Solutions and Internet Telephony segments). Selling, general and administrative expense declined as a percentage of
revenues (excluding IDT Solutions and Internet Telephony) due primarily to the significant growth in our revenues for the nine months ended
April 30, 2003.

Depreciation and Amortization. Depreciation and amortization expense increased 5.5%, from $61.9 million in the nine months ended April 30,
2002 to $65.3 million in the nine months ended April 30, 2003. Excluding depreciation and amortization expense from our IDT Solutions and
Internet Telephony segments, depreciation and amortization expense increased 10.9%, from $43.6 million in the nine months ended April 30,
2002 to $48.3 million in the nine months ended April 30, 2003, primarily as a result of our higher fixed asset base during the nine months ended
April 30, 2003, reflecting the expansion of our telecommunications network infrastructure and facilities. As a percentage of revenues,
depreciation and amortization expense decreased from 5.4% in the nine months ended April 30, 2002 to 4.8% in the nine months ended April 30,
2003 (and decreased from 4.2% to 4.0% excluding our IDT Solutions and Internet Telephony segments).

Settlement by Net2Phone of Litigation. Gain on settlement by Net2Phone of litigation was $58.0 million for the nine months ended April 30,
2003. Refer to the respective section of the Internet Telephony segment for a full discussion on the gain on settlement by Net2Phone of
litigation.

Non-cash Compensation. Non-cash compensation charges were $23.8 million in the nine months ended April 30, 2003 compared to $15.8
million in the nine months ended April 30, 2002. Refer to the respective sections of the Telecom, IDT Solutions, Corporate and Internet
Telephony segments for a discussion on non-cash compensation charges.

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges decreased from $138.4 million in the nine
months ended April 30, 2002 to $9.0 million in the nine months ended April 30, 2003. Refer to the respective sections of the Internet Telephony
and IDT Telecom segments for a full discussion on restructuring, severance and impairment charges.

Loss from Operations. Our loss from operations was $281.7 million in the nine months ended April 30, 2002 compared to a loss from operations
of $44.3 million in the nine months ended April 30, 2003. Excluding the loss from operations of our IDT Solutions and Internet Telephony
segments, our loss from operations was $20.2 million in the nine months ended April 30, 2002, compared to $2.5 million in the nine months
ended April 30, 2003. The reduction in our loss from operations (excluding our IDT Solutions and Internet Telephony segments) was due
primarily to IDT Telecom�s increased revenues, gross margins and operating income, partially offset by one-time non-cash compensation
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charges.

Interest. Net interest income was $17.2 million in the nine months ended April 30, 2002, compared to net interest income of $21.3 million in the
nine months ended April 30, 2003.

Other Income (Expense). Other income (expense) amounted to an expense of $16.2 million in the nine months ended April 30, 2002, compared
to income of $3.3 million in the nine months ended April 30, 2003. Included in other income in the nine months ended April 30, 2003, were
losses of $3.8 million associated with recording our pro-rata share of an affiliate�s losses, through the equity method of accounting, a charge of
$4.7 million related to an obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B common stock owned by AT&T, and
net losses from other investments totaling $10.4 million.
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On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media�s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. In connection with this sale, we
recognized a gain of $22.4 million during the nine months ended April 30, 2003.

Included in other expense in the nine months ended April 30, 2002 were losses of $5.8 million associated with recording our pro-rata share of
Net2Phone�s net losses through the equity method of accounting, a charge of $3.7 million related to an obligation to guarantee to AT&T the
value of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $6.7 million.

Minority Interests. Minority interests were $147.4 million of income and $47.0 million of expense for the nine months ended April 30, 2002 and
2003, respectively. The $194.4 million increase in minority interests was primarily attributable to the significant minority interest in Net2Phone,
which we reconsolidated effective October 23, 2001. As of April 30, 2003 and 2002 our economic ownership of Net2Phone was 18.6% and
20.1%, respectively. Accordingly, we recorded in minority interests the percentage of Net2Phone�s results attributable to the remaining
shareholders of Net2Phone (81.4% and 79.9% as of April 30, 2003 and 2002, respectively).

Income Taxes. We recorded an income tax benefit of $55.2 million in the nine months ended April 30, 2002, compared to an income tax benefit
of $40.8 million in the nine months ended April 30, 2003.

Cumulative Effect of Accounting Change. In accordance with our adoption of SFAS No. 142, as of August 1, 2001, we performed the required
impairment tests of goodwill and recorded an impairment charge of $147.0 million, net of income taxes of $3.5 million, for the nine months
ended April 30, 2002. The impairment charge was recorded as a cumulative effect adjustment of a change in accounting principle. No such
charges were recorded during the nine months ended April 30, 2003.

Net Loss. Our consolidated net loss, after the cumulative effect adjustment of a change in accounting principle detailed above, was $225.1
million in the nine months ended April 30, 2002 compared to consolidated net loss of $25.9 million in the nine months ended April 30, 2003.
The recording of a net loss in the nine months ended April 30, 2002 and 2003, was a result of the combined factors for each of the segments
discussed below, as well as those items detailed above.

IDT Telecom�Retail Telecommunications Services and Wholesale Telecommunications Services Segments

Revenues. IDT Telecom�s revenues increased 16.6%, from $1,032.1 million in the nine months ended April 30, 2002 to $1,203.0 million in the
nine months ended April 30, 2003.

IDT Telecom�s revenues increased primarily as a result of a 47.0% growth in minutes of use (excluding minutes related to our consumer long
distance business, which are not carried through our own network) from 8.3 billion in the nine months ended April 30, 2002 to 12.2 billion in the
nine months ended April 30, 2003. IDT Telecom experienced growth in minutes of use in both its Retail Telecommunications Services and
Wholesale Telecommunications Services segments, in both the U.S. and international operations. IDT Telecom�s minutes of use grew at a faster
rate than did its revenues, reflecting a decline in its average revenue-per-minute, from $0.116 during the nine months ended April 30, 2002 to
$0.088 in the nine months ended April 30, 2003. IDT Telecom�s decrease in its average revenue-per-minute is due to a number of factors,
including (i) continued competition in both retail and wholesale markets, and (ii) introduction of new calling cards.
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Revenues from IDT Telecom�s Retail Telecommunications Services segment increased $89.4 million, or 10.8%, from $825.5 million in the nine
months ended April 30, 2002 to $914.9 million in the nine months ended April 30, 2003. This growth was largely the result of a $54.5 million
increase in sales of IDT-branded calling cards and a $34.7 million increase in consumer long distance revenues. As a percentage of IDT
Telecom�s overall revenue, Retail Telecommunications Services� revenues decreased from 79.6% in the nine months ended April 30, 2002 to
76.1% in the nine months ended April 30, 2003, as revenues from our Wholesale Telecommunications Services segment grew at a faster rate
than did our retail businesses revenues. IDT Telecom�s calling card sales increased 7.3%, from $745.5 million in the nine months ended April 30,
2002 to $800.0 million in the nine months ended April 30, 2003, fueled by the introduction of several new calling cards.

Calling card sales as a percentage of IDT Telecom�s Retail Telecommunications Services revenues decreased from 90.3% in the nine months
ended April 30, 2002 to 87.4% in the nine months ended April 30, 2003, as revenues from consumer long distance services grew at a faster rate
than did calling card revenues. Revenues from consumer long distance services, in which we act as a switchless reseller of another company�s
network, experienced significant growth in minutes of use in the nine months ended April 30, 2003, with revenues increasing 45.7%, from $78.2
million in the nine months ended April 30, 2002 to $113.9 million in the nine months ended April 30, 2003. The consumer long distance revenue
increase is attributable to the continued growth of our flat rate, $0.05 a minute long distance calling plan, which has been driven by increased
marketing expenditures, resulting in a significant increase in the number of consumer long distance customers.
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Revenues from IDT Telecom�s other Retail Telecommunications Services businesses, consisting primarily of call reorigination services,
amounted to $1.9 million in the nine months ended April 30, 2002, versus $1.0 million in the nine months ended April 30, 2003.

IDT Telecom�s Wholesale Telecommunications Services revenues increased 39.5%, from $206.6 million in the nine months ended April 30,
2002 to $288.2 million in the nine months ended April 30, 2003. As a percentage of IDT Telecom�s total revenues, Wholesale
Telecommunications Services revenues increased from 20.0% in the nine months ended April 30, 2002 to 24.0% in the nine months ended April
30, 2003. The increase in revenues occurred as a result of an increase in wholesale carrier minutes, despite a significant decline in the average
revenue-per-minute.

Direct Cost of Revenues. Direct cost of revenues for IDT Telecom increased 16.0%, from $800.4 million in the nine months ended April 30,
2002 to $928.3 million in the nine months ended April 30, 2003, due to the higher revenue and minutes base. As a percentage of total IDT
Telecom�s revenues, direct costs declined to 77.2% in the nine months ended April 30, 2003, from 77.6% in the nine months ended April 30,
2002. The decrease in direct costs as a percentage of total revenues is attributable to overall higher revenues due to the strong growth of
minutes-of-use and because of continued operating efficiency gains and lower prices from suppliers. The decrease in direct costs as a percentage
of total revenues occurred despite the lower revenue per minute price realization and despite increases in our costs for toll-free �800� traffic, and
network related costs, due to our strong growth of minutes-of-use.

Selling, General and Administrative. IDT Telecom�s selling, general and administrative expenses increased 5.1%, from $172.9 million in the nine
months ended April 30, 2002 to $181.7 million in the nine months ended April 30, 2003. The increase in selling, general and administrative
expenses for IDT Telecom�s operations is due to several factors, including increased sales and marketing efforts for our Retail
Telecommunications Services segment, such as calling cards and consumer long distance, as well as increased salaries, facilities costs and
professional fees related to the expansion of our infrastructure and bases of operation to facilitate our current and anticipated future sales growth.
As a percentage of IDT Telecom�s total revenues, selling, general and administrative expenses were 16.8% in the nine months ended April 30,
2002, compared to 15.1% in the nine months ended April 30, 2003.

Depreciation and Amortization. IDT Telecom�s depreciation and amortization expense rose 16.2%, from $39.4 million in the nine months ended
April 30, 2002, to $45.8 million in the nine months ended April 30, 2003, reflecting the continued expansion of our fixed asset base, as we invest
to accommodate our current and anticipated future growth. As a percentage of IDT Telecom�s total revenues, depreciation and amortization
expense was 3.8% in the nine months ended April 30, 2002 and 2003.

Non-cash Compensation. IDT Telecom recorded non-cash compensation of $2.5 million in the nine months ended April 30, 2003, primarily
attributable to the modification of stock option agreements of certain terminated employees.

Restructuring, Severance, and Impairment Charges. Impairment charges of $2.8 million and $1.5 million were recorded by IDT Telecom during
the nine months ended April 30, 2002 and 2003, respectively, resulting primarily from the write down of certain decommissioned European
telecommunications switch equipment, and the write-off of a discontinued Indefeasible Right of Use (�IRU�), respectively.

Income from Operations. IDT Telecom recorded income from operations of $16.7 million in the nine months ended April 30, 2002, compared to
income from operations of $43.4 million in the nine months ended April 30, 2003. The increase in income from operations resulted primarily
from the revenue growth and improved gross margins.
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IDT Solutions Segment

We acquired the assets currently held by Winstar on December 19, 2001. Accordingly, the results of operations for our IDT Solutions segment,
which operates through Winstar, for the nine months ended April 30, 2002, reflect only the results of operations during such period that we
owned and operated Winstar.

Revenues. Revenues from IDT Solutions increased 26.0%, from $52.3 million in the nine months ended April 30, 2002 to $65.9 million in the
nine months ended April 30, 2003. The increase in revenues is due to the fact that the Winstar assets were acquired in December 2001, and
therefore generated revenues for only a portion of the nine months ended April 30, 2002.

Direct Cost of Revenues. Direct cost of revenues for IDT Solutions increased 17.6%, from $62.5 million in the nine months ended April 30,
2002 to $73.5 million in the nine months ended April 30, 2003. The increase in direct cost of revenues is due to the fact that the Winstar assets
were acquired in December 2001 and therefore generated revenues and costs for only a portion of the nine months ended April 30, 2002. Direct
cost of revenues consist primarily of two components, connectivity for the network backbone and lease payments for the network of
provision-ready buildings. Network backbone costs for the nine months ended April 30, 2003 totaled $51.0 million, accounting for 69.4% of
total direct cost of revenues. Direct cost of revenues for the nine months April 30, 2003 associated with lease payments for the building network
were $22.0 million.
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Selling, General and Administrative. Selling, general and administrative expenses of IDT Solutions increased 6.4%, from $47.1 million in the
nine months ended April 30, 2002 to $50.1 million in the nine months ended April 30, 2003. The increase is due to the fact that the Winstar
assets were acquired in December 2001 and therefore generated revenues and expenses for only a portion of the nine months ended April 30,
2002. The main component of selling, general and administrative expenses for the nine months ended April 30, 2003 was employee
compensation and benefits, accounting for $35.6 million, or about 71.1% of total selling, general and administrative expenses.

Depreciation and Amortization. Depreciation and amortization expense increased 197.0%, from $3.3 million in the nine months ended April 30,
2002 to $9.8 million in the nine months ended April 30, 2003. The increase is due to the fact that the Winstar assets were acquired in December
2001, and therefore depreciation on such assets was only recorded for a portion of the nine months ended April 30, 2002. As a percentage of IDT
Solutions revenues, depreciation and amortization was 6.3% in the nine months ended April 30, 2002 compared to 14.9% in the nine months
ended April 30, 2003.

Non-cash Compensation. IDT Solutions recorded non-cash compensation of $2.3 million in the nine months ended April 30, 2002, attributable
to the modification of stock option agreements of certain terminated employees.

Loss from Operations. IDT Solutions� loss from operations in the nine months ended April 30, 2002 was $63.0 million, compared to $67.5
million in the nine months ended April 30, 2003. The increase in loss from operations is primarily attributable to the increase in selling, general
and administrative expenses and in depreciation and amortization, as the nine months ended April 30, 2002 reflect only the results of operations
during such period that we owned and operated Winstar.

IDT Media Segment

Revenues. Revenues from the IDT Media segment increased 5.8%, from $15.6 million in the nine months ended April 30, 2002 to $16.5 million
in the nine months ended April 30, 2003. In Fiscal 2002, IDT Media gradually exited its DSL business. Currently, IDT Media�s revenues are
primarily comprised of revenues from CTM.

Direct Cost of Revenues. Direct cost of revenues decreased from $1.8 million in the nine months ended April 30, 2002 to $1.5 million in the nine
months ended April 30, 2003. As a percentage of IDT Media�s revenues, direct cost of revenues decreased from 11.5% in the nine months ended
April 30, 2002 to 9.1% in the nine months ended April 30, 2003. Most of IDT Media�s businesses remain in the early stages of their
development. As such, we anticipate that direct costs will continue to account for a relatively small percentage of IDT Media�s revenues, with
most of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs.

Selling, General and Administrative. Selling, general and administrative expenses decreased 30.1%, from $28.9 million in the nine months
ended April 30, 2002 to $20.2 million in the nine months ended April 30, 2003. The decrease in selling, general, and administrative expenses
reflect the exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfolio of
businesses towards media related businesses. In addition, during Fiscal 2002, IDT Media implemented stricter management controls over
operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of a newly created
customer service operation.
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Depreciation and Amortization. Depreciation and amortization expense was $2.2 million in the nine months ended April 30, 2002, versus $1.2
million in the nine months ended April 30, 2003. This decrease is due to the reduced fixed asset base resulting from our sale of our former DSL
business. As a percentage of revenues, depreciation and amortization expense fell to 7.3% in the nine months ended April 30, 2003, from 14.1%
in the nine months ended April 30, 2002.

Loss from Operations. Loss from operations in the nine months ended April 30, 2002 was $17.2 million, compared to a loss from operations of
$6.4 million in the nine months ended April 30, 2003, reflecting the lower level of selling, general and administrative expenses resulting from
stricter management controls over operating expenses, as well as the refocusing of the segment�s business portfolio towards media related
businesses.

IDT Internet Telephony Segment

The Internet Telephony business segment reflects the results of Net2Phone, which was reconsolidated effective October 23, 2001.

Revenues. Revenues increased 19.6% from $53.0 million in the nine months ended April 30, 2002 to $63.4 million for the nine months ended
April 30, 2003. The increase is primarily attributable to the shorter Fiscal Year 2002 base period, as Net2Phone was reconsolidated effective
October 23, 2001. In addition, during the nine months ended April 30, 2003, Net2Phone has concentrated its marketing and sales efforts towards
building up activities to generate revenues in relatively high-margin services, such as international communications services, during the
upcoming periods.
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Direct Cost of Revenues. Total direct cost of revenues, excluding depreciation and amortization, increased 50.0% from $22.0 million in the nine
months ended April 30, 2002 to $33.0 million in the nine months ended April 30, 2003. The increase is primarily attributable to the shorter
Fiscal Year 2002 base period, as Net2Phone was reconsolidated effective October 23, 2001. As a percentage of total Internet Telephony
revenues, total direct costs was 41.5% in the nine months ended April 30, 2002 compared to 52.1% in the nine months ended April 30, 2003.

Selling, General and Administrative. Selling, general and administrative expenses decreased 37.2% from $65.3 million in the nine months ended
April 30, 2002 to $41.0 million in the nine months ended April 30, 2003. The decrease is attributable to continuing cost management initiatives
and elimination of certain expenses directly related to the restructurings of Net2Phone�s operations that were announced during Fiscal 2002 and
October 2002, offset by an increase attributable to the shorter Fiscal Year 2002 base period, asNet2Phone was reconsolidated effective October
23, 2001. As a percentage of total Internet Telephony revenues, these costs were 123.0% in the nine months ended April 30, 2002 compared to
64.7% in the nine months ended April 30, 2003.

Depreciation and Amortization. Depreciation and amortization expense decreased 52.0% from $15.0 million in the nine months ended April 30,
2002 to $7.2 million in the nine months ended April 30, 2003. The decrease is due to the lower asset base as a result of the impairment charge
for long-lived assets recognized during the quarter ended April 30, 2002, offset by the shorter Fiscal Year 2002 base period, as Net2Phone was
reconsolidated effective October 23, 2001. As a percentage of total Internet Telephony revenues, depreciation and amortization expense was
28.3% in the nine months ended April 30, 2002 compared to 11.4% in the nine months ended April 30, 2003.

Settlement by Net2Phone of Litigation. Gain on settlement by Net2Phone of litigation was $58.0 million in the nine months ended April 30,
2003. On March 19, 2002 Net2Phone and its ADIR Technologies, Inc. subsidiary filed suit in the United States District Court for the District of
New Jersey against Cisco Systems, Inc. and a Cisco executive who had been a member of ADIR�s board of directors. The suit arose out of the
relationships that had been created in connection with Cisco�s and Net2Phone�s original investments in ADIR and out of ADIR�s subsequent
purchase of NetSpeak, Inc. in August 2001. The parties settled the suit and all related claims against Cisco and the Cisco executive in exchange
for: (i) the transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco�s and Softbank Asia Infrastructure Fund�s respective 11.5% and
7.0% interests in ADIR, and (ii) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone and ADIR. As a result of this
settlement, Net2Phone recognized for the quarter ended October 31, 2002, a gain of $58.4 million consisting of (i) a $38.9 million reduction in
Net2Phone�s minority interests in ADIR as a result of the transfer of the ADIR shares, and (ii) the receipt of settlement proceeds of $19.5 million.
During the second quarter of Fiscal 2003, Net2Phone recorded an additional $0.4 million in executive compensation expense directly related to
the Cisco settlement.

Non-cash Compensation. Non-cash compensation was $13.5 million in the nine months ended April 30, 2002 compared to $7.1 million in the
nine months ended April 30, 2003. These amounts include charges of $2.0 million and $2.7 million during the nine months ended April 30, 2002
and 2003, respectively, relating to repriced options which are subject to variable accounting treatment and therefore must be marked-to-market
each quarter. In addition, charges of $3.3 million were recorded during both periods for the amortization of the discount of ADIR shares sold to
Net2Phone and ADIR employees in Fiscal 2001. The non-cash compensation for the nine months ended April 30, 2002 also includes charges
resulting from stock options granted at below market value by Net2Phone.

Restructuring, Severance and Impairment Charges. Restructuring, severance and impairment charges were $135.6 million in the nine months
ended April 30, 2002 compared to $7.6 million in the nine months ended April 30, 2003. For the nine months ended April 30, 2003, the charges
consisted primarily from severance of $3.2 million, relating to the consolidation in the first quarter of Fiscal 2003 of Net2Phone�s development
and support organizations. In addition, Net2Phone recorded $3.0 million of severance costs for certain former executives, $1.9 million of asset
impairment charges, and $1.8 million of costs to exit various locations and eliminate network buildouts. These costs were partially offset by
Net2Phone�s reversal of a reserve related to successful settlement negotiations with vendors regarding cancellation charges.
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During the third quarter of Fiscal 2002 various impairment charges were taken, including an $83.9 million impairment of fixed assets, a $11.5
million impairment of goodwill and a $4.2 million impairment of intangible assets. Also, Net2Phone went through several restructurings during
the third quarter of Fiscal 2002, which resulted in significant charges related to workforce reductions, exit costs associated with exiting various
locations and cancellation of connectivity contracts. Refer to Note 12 of our condensed consolidated financial statements for additional
information.

Income (Loss) from Operations. Income (loss) from Net2Phone�s operations was $198.6 million loss from operations in the nine months ended
April 30, 2002 compared to $25.7 million of income from operations in the nine months ended April 30, 2003. Included in Net2Phone�s income
from operations for the nine months ended April 30, 2003 were $7.6 million of restructuring, severance and impairment charges and a $58.0
million gain from the settlement by Net2Phone of litigation.
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Included in Net2Phone�s loss from operations for the nine months ended April 30, 2002 were $135.6 million of restructuring, severance and
impairment charges.

Corporate

Our Corporate costs consist of corporate services, such as treasury management costs, corporate governance costs, public relations, corporate
management and legal costs, corporate insurance, and other general corporate expenses, as well as depreciation expense on corporate assets.
Such corporate services are shared generally by our other operating segments, and are not allocable to any specific segment. Corporate does not
generate any revenues, nor does it incur any direct cost of revenues.

Selling, General and Administrative. We incurred $17.6 million in corporate selling, general and administrative expenses in the nine months
ended April 30, 2002, compared to $23.9 million incurred in the nine months ended April 30, 2003. The increase is due largely to increased
costs of litigation against Telefonica and Terra Networks, S.A. As a percentage of our total consolidated revenues, corporate selling, general and
administrative expenses were 1.6% in the nine months ended April 30, 2002, compared to 1.8% in the nine months ended April 30, 2003.

Depreciation and Amortization. Depreciation expense decreased from $2.0 million for the nine months ended April 30, 2002 to $1.3 million for
the nine months ended April 30, 2003.

Non-cash Compensation. Non-cash compensation charges were $14.2 million in the nine months ended April 30, 2003. On April 25, 2003, all
then outstanding options exercisable for shares of our common stock (which were exercisable for an aggregate of 1.9 million shares) were
amended to instead be exercisable for an equal number of shares of our Class B common stock. Because these options were originally recorded
under APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the intrinsic value method of
accounting. Accordingly, we recorded a non-cash compensation charge for the nine months ended April 30, 2003 of $13.7 million for the
modification of the options. In addition, we recorded $0.5 million of non-cash compensation attributable to shares of Class B common stock that
we issued to an outside consultant.

Loss from Operations. Loss from operations was $19.6 million in the nine months ended April 30, 2002, compared to $39.4 million in the nine
months ended April 30, 2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted above.

Liquidity and Capital Resources

General

Historically, we have satisfied our cash requirements through a combination of cash flow from operating activities, sales of equity and debt
securities and borrowings from third parties. Additionally, we received approximately $1.0 billion from the sale of Net2Phone Class A common
stock to AT&T in August 2000. Since that time, our cash requirements have been satisfied for the most part through our existing cash, cash
equivalents and marketable securities balances.

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 54



As of April 30, 2003, we had cash, restricted cash, cash equivalents, and marketable securities of $1.1 billion, which includes $102.0 million
held by Net2Phone, and working capital of $808.1 million. We used cash flow in operating activities of $11.2 million and $27.8 million during
the nine months ended April 30, 2003 and 2002, respectively. Our cash flow from operations varies significantly from quarter to quarter and
from year to year, depending on the timing of operating cash receipts and payments, especially trade accounts receivable and trade accounts
payable. Gross trade accounts receivable, accrued expenses and deferred revenue have generally increased from period to period as our
businesses have grown.

We used $161.4 million and $260.9 million in cash to fund investing activities during the nine months ended April 30, 2003 and 2002,
respectively. The primary use of cash for investing activities during the nine months ended April 30, 2003 was for the net purchases of $92.6
million of marketable securities (primarily U.S. Government Agency Obligations). Our capital expenditure investments were approximately
$51.4 million in the nine months ended April 30, 2003, compared to approximately $36.2 million in the nine months ended April 30, 2002, as we
have continued to expand IDT Telecom�s international and domestic telecommunications network infrastructure. The future minimum payments
of principal and interest on our capital lease obligations are $8.3 million, $26.4 million, $16.6 million, $13.0 million, $3.1 million, and $2.4
million for the remainder of Fiscal 2003, Fiscal 2004, Fiscal 2005, Fiscal 2006, Fiscal 2007, and thereafter, respectively. Throughout Fiscal 2003
to date, we have made considerable expenditures designed to expand our global telecommunications network. Key elements of our network
expansion plan for Fiscal 2003 to date included the addition of a second international gateway switch in the UK and another international
gateway switch in the U.S. We now operate a total of nine international gateway switches, broken down as follows: five in the U.S., two in the
UK and one each in Argentina and Peru. Over the remainder of Fiscal 2003, IDT anticipates making additional expenditures to expand our
calling card platform in the U.S. and to upgrade our network in South America. For the full 2003 fiscal year, we anticipate capital expenditures
in the $60 million to $70 million range. We anticipate further expansion of
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our worldwide switching network in Fiscal 2004, with the addition of at least one international gateway switch in each of the U.S. and UK
portions of our network. In addition, we anticipate making further expenditures to bolster our network infrastructure in South America and Asia.
We currently anticipate that capital expenditures for Fiscal 2004 will be in the $50 million to $75 million range. These estimates are contingent
upon several factors, including, but not limited to, market prices for telecommunications equipment, the availability of such equipment in the
distressed asset market and the specific timing of our network expansion projects. We have generally adopted a strategy of investing in network
expansion only as the need arises, as dictated by our telecommunications traffic volumes. Therefore, the timing of our network expansion, and
the coincident purchases of property, plant and equipment, are highly dependent upon the timing and magnitude of the growth in our
telecommunications minutes-of-use. We expect to fund our purchases of property, plant and equipment from our operating cash flows and our
cash, cash equivalents and marketable securities balances. From time to time, we will also finance a portion of our capital expenditures through
capital leases, with the cost of such financing the primary consideration in determining our financing activity.

Our Board of Directors has authorized the repurchase of up to 45 million shares of our common stock and Class B common stock. We have
repurchased a total of 15.6 million shares under the share repurchase program through Fiscal 2002, of which 6.2 million shares were retired as of
July 31, 2002. No additional shares were purchased or retired during the nine months ended April 30, 2003.

We used $21.8 million in cash to fund our financing activities during the nine months ended April 30, 2003, compared to $29.8 million in cash
flow that was provided by our financing activities during the nine months ended April 30, 2002. We received approximately $10.0 million in
proceeds from the exercise of stock options during the nine months ended April 30, 2003, compared to $44.5 million received during the nine
months ended April 30, 2002. In addition, we received proceeds of $25.0 million during the nine months ended April 30, 2003 from the sale of
shares of our IDT Media subsidiary stock, compared to $30.0 million received during the nine months ended April 30, 2002 from the sale of
shares of our IDT Telecom subsidiary stock. We also paid $15.6 million to repurchase IDT shares during the nine months ended April 30, 2002,
through our stock buyback program, mentioned above.

We experience intense price competition in our telecommunications businesses. The long distance telecommunications industry has been
characterized by significant declines in both per-minute revenues and per-minute costs, as evidenced by IDT Telecom�s experience during Fiscal
2002 and the nine months ended April 30, 2003. During the nine months ended April 30, 2003, IDT Telecom�s average revenue-per-minute was
$0.088 per minute, down 24.1% from $0.116 per minute for the nine months ended April 30, 2002. However, IDT Telecom�s average termination
cost per-minute dropped approximately 21.9%, to $0.075 in the nine months ended April 30, 2003, from $0.096 in the nine months ended April
30, 2002.

In the past, and over time, we believe that these factors tend to offset each other, with prices and costs moving in the same general direction.
However, over a shorter term, such as one quarter or one year, the drop in pricing could outpace the drop in costs, or vice versa. In addition, due
to continued pricing pressure in most of the retail and wholesale markets in which we compete, we might be compelled to pass along most or all
of our per-minute cost savings to our customers in the form of lower rates. We might also be unable, in the event that some of our per-minute
costs rise, to immediately pass along the additional costs to our customers in the form of higher rates. Consequently, over any given period,
gross margins could expand or narrow, based solely on the timing of changes in revenue-per-minute and cost-per-minute. Our long-term strategy
involves terminating a larger proportion of minutes on our own network, thereby lowering costs and preserving margins even in a weaker price
environment, as we become less subject to the prices charged by third parties for terminating our minutes over their networks. In addition, as our
minutes-of-use have steadily grown, we have attempted to leverage our buying power and our strong balance sheet to negotiate more favorable
rates with our suppliers. However, in the short term, the incremental demand for usage might outpace the rate of deployment of additional
network capacity, particularly in light of our expectation for continued growth in our minutes volume. As such, there can be no assurance that
we will be able to maintain our gross margins at the current level, in the face of lower per-minute revenues.

We continued to fund our IDT Media segment throughout the first nine months of Fiscal 2003, incurring significant start-up, development,
marketing and promotional costs. Due to the start-up nature of many of the IDT Media businesses, the exact timing and magnitude of future
revenues remains difficult to predict. As such, we anticipate that IDT Media will continue to rely on us to fund its cash needs, including
operating expenses, capital expenditures and potential acquisitions. Currently, IDT Media is aggressively pursuing acquisitions and/or other

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 56



investments, primarily in its radio and animation business lines.

On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media�s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. We may continue to look to outside
investors to fund IDT Media�s ongoing expansion, which may include similar transactions occurring in future years.
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Since our acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We have
undertaken significant cost saving measures and restructured IDT Solution�s operations, which included the downsizing of the Winstar network
and a significant reduction in headcount, aimed at reducing the working capital deficit. However, at this time, IDT foresees that it will be
required to continue funding IDT Solution�s operating losses and capital expenditure needs for the foreseeable future.

Changes in Other Current Assets, Trade Accounts Receivable, Allowance for Doubtful Accounts and Deferred Revenue

Our other current assets increased from $78.8 million at July 31, 2002 to $88.2 million at April 30, 2003, due to increases in inventories and
other receivables. Gross trade accounts receivable increased from $168.2 million at July 31, 2002 to $172.1 million at April 30, 2003, reflecting
primarily the increase in revenues. The average age of our gross accounts receivable, as measured by number of days sales outstanding, has
remained constant during the first nine months of Fiscal 2003.

Due to the wide range of collection terms, future trends with respect to days sales outstanding generally depends on the proportion of total sales
made to carriers, who are often offered payment terms of 30 days or more, and prepaid calling card distributors, who generally receive payment
terms of less than 30 days. As such, the trends in days sales outstanding will depend, in large part, on the mix of wholesale (carrier) versus retail
(prepaid calling card distributor) customers. As we anticipate that in the near term we will attempt to continue to secure shorter payment terms
from some of our customers, we could experience declines in the average age of our trade accounts receivable throughout the remainder of
Fiscal 2003. Conversely, as we are willing to extend longer payment terms to more credit-worthy customers, an increase in customers belonging
to the highest credit classes, as a percentage of total customers, could lead to an increase in days sales outstanding. In addition, if we restricted
sales to financially unstable customers, regardless of the credit terms, the proportion of higher-credit class customers will increase further,
potentially leading to an increase in the average days sales outstanding. In addition, days sales outstanding for our consumer long distance
customers is usually longer than 30 days, given the timing of the billing cycle. As the consumer long distance business continues to grow and to
represent a larger portion of our retail telecommunications services revenues and receivables, we expect that total retail days sales outstanding
should increase accordingly. Therefore, due to the conflicting nature of the above factors, future trends in days sales outstanding remain difficult
to predict, and it is not possible at this time to determine whether recent trends in days sales outstanding will continue.

The allowance for doubtful accounts as a percentage of gross trade accounts receivable decreased from 23.3% at July 31, 2002, to 22.6% at
April 30, 2003, primarily as a result of our writing-off, against the allowance for doubtful accounts, certain uncollectible trade accounts
receivable from our consumer long distance business.

Deferred revenue as a percentage of total revenues vary from period to period, depending on the mix and the timing of revenues. During the first
nine months of Fiscal 2003, we experienced a steady increase in sales of our calling cards due to increased marketing efforts for existing IDT
calling cards and the continued strong growth of our European calling card operations. This resulted in a continued increase in deferred revenue.
We expect to experience increases in our deferred revenue throughout the remainder of Fiscal 2003, owing to a continued increase in calling
card sales.

Significant Transactions

On October 23, 2001, IDT, Liberty Media and AT&T formed a limited liability company (�LLC�), which through a series of transactions among
IDT, Liberty Media and AT&T held an aggregate of 28.9 million shares of Net2Phone�s Class A common stock, representing approximately 48%
of Net2Phone�s outstanding capital stock. The operating agreement of the LLC provides unilateral liquidation rights to each of its members
whereby any member of the LLC may cause the LLC to liquidate and dissolve by providing written notice at any time on or after January 1,
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2004 to the other LLC members of its desire to cause such liquidation and dissolution. Because the LLC holds Class A common stock with two
votes per share, the LLC has approximately 65% of the shareholder voting power in Net2Phone. IDT holds the controlling membership interest
in the LLC and is the managing member of the LLC Under the terms of the Second Amended and Restated Limited Liability Company
Agreement of NTOP Holdings (the �LLC Agreement�), we were granted the right to appoint the entire board of managers (including one nominee
of Liberty Media) of NTOP Holdings. The board of managers directs the voting of all Net2Phone shares held by NTOP Holdings, thereby giving
us effective control over the voting of the Net2Phone shares (but not their disposition, which requires consent of the members) held by NTOP
Holdings. Therefore, effective October 23, 2001, we reconsolidated our investment in Net2Phone.

Pursuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to IDT
and 23 of these units to Liberty Media after one year. On October 29, 2002, AT&T exercised its put rights and sold all of its Class A units to
IDT and Liberty Media for a nominal amount. As a result of this transaction, AT&T is no longer a member of the LLC. IDT continues to hold
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30, 2003, IDT�s effective equity investment
in Net2Phone (through the LLC) was 18.6%. Accordingly, we recorded in minority interests the 81.4% of Net2Phone�s results attributable to the
remaining shareholders of Net2Phone.
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On April 17, 2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media�s Class A common
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. As a result of this sale of subsidiary
stock, our ownership percentage in IDT Media decreased from 100% to 94.4%. We have historically accounted for sales of stock of our
subsidiaries in accordance with Staff Accounting Bulletin No. 51, Accounting for Sales of Stock by a Subsidiary, which permits us to record the
excess of our carrying value in the equity of our subsidiaries as a gain. Accordingly, in connection with this sale, we recognized a gain of $22.4
million.

On April 25, 2003, all then outstanding stock options exercisable for shares of our common stock (which were exercisable for an aggregate of
1.9 million shares) were amended to instead be exercisable for an equal number of shares of our Class B common stock. Because these options
were originally recorded under APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the
intrinsic value method of accounting. As a result, we recorded a non-cash compensation charge for the three and nine months ended April 30,
2003 of $13.7 million for the modification of the options. In addition, on April 25, 2003, the Board of Directors also authorized that all shares of
Class B common stock held as treasury stock be allocated for issuance in connection with the above transaction.

Other Sources and Uses of Resources

We intend to, where appropriate, make strategic acquisitions to expand our telecommunications businesses. These acquisitions could include,
but are not limited to, acquisitions of telecommunications equipment, telecommunications network capacity, customer bases or other assets.
From time to time, we evaluate potential acquisitions of companies, technologies, products and customer accounts that complement our
businesses, particularly in light of the financial distress currently being encountered by many telecommunications firms. These conditions have
resulted in the availability for sale of numerous strategic assets and businesses. We will also consider making appropriate acquisitions that would
complement our IDT Media segment�s portfolio of businesses. Consequently, we used approximately $10.3 million of our cash during the nine
months ended April 30, 2003, to acquire various investments in other companies, compared to $88.4 used during the nine months ended April
30, 2002. We will continue to evaluate acquisition opportunities as they are made available to us. In considering acquisitions, we will search for
opportunities to profitably grow our existing businesses, to add qualitatively to the range of businesses in the IDT portfolio, and to supplement
our existing network expansion plans through the timely purchase from third parties of necessary equipment. At this time, we cannot guarantee
that we will be presented with acquisition opportunities that meet our return on investment (ROI) criteria, or that our efforts to acquire such
companies that meet our criteria will be successful.

We believe that, based upon our present business plan, and due to the large balance of cash, restricted cash, cash equivalents and marketable
securities we held as of April 30, 2003, our existing cash resources will be sufficient to meet our currently anticipated working capital and
capital expenditure requirements and to fund any potential operating cash flow deficits within any of our divisions for at least the next twelve
months. If our growth exceeds current expectations or if we acquire the business or assets of another company, we might need to raise additional
capital from equity or debt sources. There can be no assurance that we will be able to raise such capital on favorable terms or at all. If we are
unable to obtain such additional capital, we may be required to reduce the scope of our anticipated expansion, which could have a material
adverse effect on our business, financial condition and/or results of operations.

The following tables quantify our future contractual obligations and other commercial commitments, which consist primarily of capital and
operating leases and standby letters of credit as of April 30, 2003 (in millions):

Contractual Obligations
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Payments Due by Period

Total
Less than

1 year 1-3 years 4-5 years
After 5
years

Capital lease obligations $ 69.8 $ 27.6 $ 30.2 $ 10.8 $ 1.2
Operating leases 442.8 87.7 108.6 90.0 156.5
Other long-term obligations (1) 22.5 5.3 �  17.2 �  

Total contractual cash obligations $ 535.1 $ 120.6 $ 138.8 $ 118.0 $ 157.7

(1) Consists of (i) our $5.3 million obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B common stock owned by
AT&T and (ii) Net2Phone�s $17.2 million obligation to guarantee the value of 0.6 million shares of Net2Phone�s common stock to certain
former shareholders of Aplio, a Net2Phone subsidiary.
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Other Commercial Commitments

Payments Due by Period

Total
Less than

1 year 1-3 years 4-5 years
After 5
years

Capital lease obligations $ 31.1 $ 2.2 $ 77.7 $ 20.0 $ 1.2
Operating leases 3.6 0.2 �  0.3 3.1

Total contractual cash obligations $ 34.7 $ 2.4 $ 7.7 $ 20.3 $ 4.3

Foreign Currency Risk

Revenues from our international operations accounted for approximately 20% of our consolidated revenues for the nine months ended April 30,
2003. A significant portion of these revenues are in denominations other than the U.S. Dollar. Any foreign currency exchange risk that we are
subject to is mitigated by our ability to offset the majority of these non dollar-denominated revenues with operating expenses that are paid in the
same currencies. As such, the net amount of our exposure to foreign currency exchange rate changes is not material.

Recently Issued Accounting Pronouncements

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement 133 on Derivative Instruments Hedging Activities. This statement
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS No. 133. The new guidance amends SFAS No. 133 for decisions made: as part of the Derivatives Implementation
Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing with financial
instruments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly regarding the
meaning of an �underlying� and the characteristics of a derivative that contains financing components.

SFAS No. 149 clarifies under what circumstances a contract with an initial net investment meets the characteristic of a derivative as discussed in
SFAS No. 133. In addition, it clarifies when a derivative contains a financing component that warrants special reporting in the statement of cash
flows. SFAS No. 149 amends certain other existing pronouncements. These changes will result in more consistent reporting of contracts that are
derivatives in their entirety or that contain embedded derivatives that warrant separate accounting.

The provisions of this standard are effective for contracts entered into or modified after June 30, 2003, and for hedging relationships designated
after June 30, 2003. The provisions of this statement that relate to SFAS No. 133 implementation issues that have been effective for fiscal
quarters that began prior to June 15, 2003 should continue to be applied in accordance with their respective effective dates. In addition, certain
provisions relating to forward purchases or sales of when-issued securities or other securities that do not yet exist should be applied to existing
contracts as well as new contracts entered into after June 30, 2003. We believe that the adoption of this standard will not have a material impact
on our results of operations or financial position.
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In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity.
SFAS No. 150 affects the issuer�s accounting for three types of freestanding financial instruments. One type is mandatorily redeemable shares,
which the issuing company is obligated to buy back in exchange for cash or other assets. A second type, which includes put options and forward
purchase contracts, involves instruments that do or may require the issuer to buy back some of its shares in exchange for cash or other assets.
The third type of instruments consist of obligations that can be settled with shares, the monetary value of which is fixed, tied solely or
predominantly to a variable such as a market index, or varies inversely with the value of the issuers� shares. SFAS No. 150 does not apply to
features embedded in a financial instrument that is not a derivative in its entirety.

In addition to requirements for classification and measurement of financial instruments, SFAS No. 150 also requires disclosures about
alternative ways of settling the instruments and the capital structure of entities, whose shares are mandatorily redeemable. Most of the guidance
in Statement 150 is effective for all financial instruments entered into or modified after May 31, 2003, and otherwise is effective from the start of
the first interim period beginning after June 15, 2003. We believe that the adoption of this standard will not have a material impact on our results
of operations or financial position.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS.

The Securities and Exchange Commission�s rule related to market risk disclosure requires that we describe and quantify our potential losses from
market risk sensitive instruments attributable to reasonably possible market changes. Market risk sensitive instruments include all financial or
commodity instruments and other financial instruments (such as investments and debt) that are
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sensitive to future changes in interest rates, currency exchange rates, commodity prices or other market factors. We are not exposed to market
risks from changes in commodity prices. We are exposed to changes in interest rates primarily from our investments in cash equivalents and
marketable securities. Under our current policies, we do not use interest rate derivative instruments to manage our exposure to interest rate
changes. We do not consider our market risk exposure relating to foreign currency exchange to be material, as we generally have sufficient cash
outflows based in these currencies to largely offset the cash inflows based in these currencies, thereby creating a natural hedge. In order to
mitigate the risk associated with the small amounts of remaining net foreign exchange exposure, which we experience from time to time, we
have, on occasion, entered into foreign exchange hedges. In addition to but separate from our primary business, we hold a small portion of our
total asset portfolio in hedge funds for speculative and strategic purposes. As of April 30, 2003, our investments in such hedge funds was
approximately $23.9 million. Investments in hedge funds carry a significant degree of risk, which will depend to a great extent on correct
assessments of the future course of price movements of securities and other instruments. There can be no assurance that hedge fund managers
will be able to accurately predict these price movements. The securities markets have in recent years been characterized by great volatility and
unpredictability. Accordingly, the value of our interests in these funds may go down as well as up and we may not receive, upon redemption, the
amounts originally invested.

Item 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of
disclosure controls and procedures (as such term is defined in Rules 13a-14(c) and 15d-14(c) under the Securities Exchange Act of 1934, as
amended (the �Exchange Act�)) as of a date within 90 days prior to the filing date of this quarterly report (the �Evaluation Date�). Based on such
evaluation, such officers have concluded that, as of the Evaluation Date, our disclosure controls and procedures are effective at recording,
processing, summarizing and reporting, within the time periods specified in the SEC�s rules and forms, the information it is required to disclose
in its periodic reports filed or submitted under the Exchange Act.

Changes in Internal Controls. Since the Evaluation Date, there have not been any significant changes in our internal controls or in other factors
that could significantly affect such controls.
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PART II. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

Certain legal proceedings in which we are involved are described in our Quarterly Report on Form 10-Q/A (Amendment No. 1) for the quarter
ended January 31, 2003. The following discussion is limited to recent developments concerning our legal proceedings and should be read in
conjunction with such earlier Quarterly Report. Unless otherwise indicated, all legal proceedings discussed in our earlier Quarterly Report
remain outstanding.

With respect to our complaint against Telefonica S.A., Terra Networks, S.A., Terra Networks, U.S.A., Inc. and Lycos, Inc., we filed a motion on
May 16, 2003 to compel the defendants to produce documents under the crime-fraud exception of the attorney-client and work product privilege.
Oral argument on this motion is scheduled for August 7, 2003.

With respect to our statement of claim with the American Arbitration Association naming Telefonica Internacional, S.A. as the Respondent, the
parties filed post-hearing briefs on April 4, 2003 and reply briefs were filed on May 8, 2003.

With respect to the summons and complaint filed on or about July 25, 2002 by PT-1 Communications against IDT, the parties held a status
conference before the judge on April 3, 2003. IDT filed a motion for a stay to enjoin this proceeding based upon a filing by The Continuing
Creditors� Committee of Star Telecommunications, Inc. of a near-identical adversary proceeding against us in the United States Bankruptcy
Court for the District of Delaware. The motion was denied on May 15, 2003.

With respect to the complaint filed by Mark B. Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking certification
of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Ltd. to AT&T, the
Court denied the plaintiff�s motion to remand the case to the State court and granted our motion to transfer the case to the Federal
Communications Commission (the �FCC�). We filed a petition with the FCC on April 30, 2003.

With respect to the Morris Amsel and the Ana Cardoso and Maria Calado matters relating to IDT�s calling cards, on May 19, 2003 we filed an
application with the Multi-District Litigation Panel seeking to consolidate these matters.

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc. in the U.S. District Court for the Eastern District
of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of certain
equipment by Superior, and provides Winstar with purchase options at 6 and 9 months from May 7, 2003 for various equipment that was the
subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the original cost to Superior or its entities that are now in Chapter 7
bankruptcy.

With respect to the Univance Telecommunications, Inc. and Univance Marketing Group, Inc. (collectively the �Univance Debtors�) bankruptcy
matter, the parties resolved this matter and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003, pursuant to
which the Univance Debtors will continue to provide services to Winstar. The parties will seek Bankruptcy Court approval of the agreement.
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On or about February 5, 2002, a complaint was filed by Solomon Bitton against IDT in the Superior Court of the State of New Jersey, Bergen
County, seeking certification of a class consisting of New Jersey residents who allegedly purchased IDT�s pre-paid calling cards and were
charged any fee that was not specifically disclosed on the card packaging prior to purchase. The damages sought have not yet been quantified.
We served answers to the complaint on April 3, 2003 and are in the process of providing initial discovery responses.

On or about March 12, 2003, a complaint was filed by the Continuing Creditors� Committee of Star Telecommunications, Inc. for itself and on
behalf of the Star Creditors� Liquidating Trust (�Star�) against IDT in the United States Bankruptcy Court for the District of Delaware. Star seeks
(a) to void and recover damages for certain fraudulent transfers of property of Star�s bankruptcy estate pursuant to the pre-petition sale of certain
assets to IDT, and (b) to recover damages for unjust enrichment pursuant to said sale. We have not been served with the complaint and Star has
not taken any action to prosecute the claims against us. We filed a motion for a stay or to enjoin this proceeding based upon the fact that this
proceeding is nearly-identical to the adversary proceeding previously filed by PT-1 Communications against IDT in the United States
Bankruptcy Court for the Eastern District of New York, which motion was denied.

On April 15, 2003, Network Communications of Indiana (�NCI�) filed a four-count complaint in the Superior Court in Marion County, Indiana,
against us, seeking $8.7 million in damages. NCI signed a Non-Exclusive High Volume Independent Agent Marketing Agreement with Winstar
Wireless, Inc., on February 1, 1999. On April 18, 2001, Winstar Wireless, Inc., and various other affiliates (�Debtors�) filed for Chapter 11
bankruptcy in the United States Bankruptcy Court for the District of Delaware. On December 19, 2001, an affiliate of ours purchased various
assets of the Debtors. NCI alleges that IDT, as a result of allegedly acquiring certain assets of the Debtor including alleged network customer
lists: (a) misappropriated NCI�s customer
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lists, (b) unlawfully converted NCI�s customer lists, (c) unfairly competed with NCI�s business, and (d) tortiously interfered with contracts
between NCI and NCI�s customers. The case has been removed to the United States District Court for the Southern District of Indiana,
Indianapolis Division, and we have an extension to answer or otherwise plead until June 23, 2003.

On or about April 26, 2003, we were served with a petition filed by Powell Palmares in the District Court of Nueces County, Texas, 105th
Judicial District. We are not the only defendant in this action. In his petition, the plaintiff names numerous additional defendants, including
Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star Telecom Network, Astral Communications, Pacific
Telecard, and Advanced Telecom Solutions. The plaintiff is seeking certification of a class consisting of all persons in Texas who allegedly
purchased and used IDT�s pre-paid calling cards and made calls to, or from, cellular telephone equipment. The damages sought have not yet been
quantified. We filed our answer on June 2, 2003.

We are subject to other legal proceedings and claims, which arise in the ordinary course of our business and have not been finally adjudicated.
Although there can be no assurances in this regard, in the opinion of our management, such proceedings, as well as the aforementioned actions,
will not have a material adverse effect on our results of operations, cash flows or financial condition.

Item 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

During the third quarter of Fiscal 2003, Morris Lichtenstein, Executive Vice President of Business Development of IDT, Marc E. Knoller,
Senior Vice President and a director of IDT, and Avi Stokar, Executive Vice President of MIS of our IDT Telecom subsidiary, exchanged 9,000,
25,000 and 11,500 shares of our common stock, respectively, for an equal number of shares of our Class B common stock. These exchanges
were made under the exemption from registration provided by Section 3(a)(9) of the Securities Act of 1933, as amended.

Item 3. DEFAULTS UPON SENIOR SECURITIES

None

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None

Item 5. OTHER INFORMATION

None

Item 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits:
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Number Description

10.64 1996 Stock Option and Incentive Plan, as amended and restated, of IDT Corporation (incorporated by reference to Form S-8 filed
June 5, 2003 file no. 333-105865)

10.65(1) Amendment to Stock Option Agreement under the Employee Stock Option Program between IDT Corporation and Joyce J. Mason

10.66(1) Amendment to Stock Option Agreement under the Employee Stock Option Program between IDT Corporation and Marc E. Knoller

10.67(1) Exchange Agreement, dated March 21, 2003, between IDT Corporation and Morris Lichtenstein

10.68(1) Exchange Agreement, dated April 8, 2003, between IDT Corporation and Marc E. Knoller

10.69(2) Settlement Agreement, dated October 10, 2000, between Tyco Group S.a.r.l., TyCom (US) Inc., Tyco Internaional Ltd., Tyco
International (US) Inc. and TyCom Ltd., on the one hand, and IDT Europe B.V.B.A. and IDT Corporation, on the other hand

31.1* Certification of Chief Executive Officer pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to §302 of the Sarbanes-Oxley Act
of 2002.

31.2* Certification of Chief Financial Officer pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to §302 of the Sarbanes-Oxley Act
of 2002.

36

Edgar Filing: IDT CORP - Form 10-Q/A

Table of Contents 68



Table of Contents

Exhibit
Number Description

32.1* Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act
of 2002.

32.2* Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act
of 2002.

(1) Previously filed with the original Form 10-Q filed on June 16, 2003
(2) Previously filed with Amendment No. 1 to the Form 10-Q filed on June 17, 2003.
 * Filed herewith.

(b) Reports on Form 8-K.

None.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

IDT CORPORATION

By:
/s/    JAMES A. COURTER        

September 3, 2003 James A. Courter
Chief Executive Officer and Vice-Chairman

(Principal Executive Officer)

By:
/s/    STEPHEN R. BROWN        

September 3, 2003 Stephen R. Brown
Chief Financial Officer and Treasurer

(Principal Financial Officer)
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