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PART I. FINANCIAL INFORMATION
Item 1.  Financial Statements (Unaudited)
GENIE ENERGY LTD.

CONSOLIDATED BALANCE SHEETS

(Unaudited)
September ~ December
30, 31,
2012 2011
(in thousands)

Assets
Current assets:
Cash and cash equivalents $71,519 $102,220
Restricted cash 10,321 591
Certificates of deposit 2,205 —
Marketable securities 11,459 —
Trade accounts receivable, net of allowance for doubtful accounts of $130 at September
30, 2012 and December 31, 2011 35,789 26,212
Inventory 2,771 4,067
Prepaid expenses 2,689 3,953
Deferred income tax assets—current portion 519 3,081
Other current assets 1,103 1,626
Total current assets 138,375 141,750
Property, plant and equipment, net 421 446
Goodwill 3,663 3,663
Licenses 150 —
Deferred income tax assets—Ilong-term portion — 2,026
Other assets 4,592 2,309
Total assets $147,201 $150,194
Liabilities and equity
Current liabilities:
Trade accounts payable $14,157 $12,929
Accrued expenses 12,655 9,152
Income taxes payable 916 2,624
Advances from customers 2,651 2,253
Dividends payable — 1,148
Due to IDT Corporation 574 757
Other current liabilities 71 1,032
Total current liabilities 31,024 29,895
Commitments and contingencies
Equity:

Genie Energy Ltd. stockholders’ equity:

Preferred stock, $.01 par value; authorized shares—10,000; no shares issued — —

Class A common stock, $.01 par value; authorized shares—35,000; 1,574 shares issued and

outstanding at September 30, 2012 and December 31, 2011 16 16
214 214
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Class B common stock, $.01 par value; authorized shares—200,000; 21,432 and 21,382
shares issued and 21,416 and 21,382 shares outstanding at September 30, 2012 and
December 31, 2011, respectively

Additional paid-in capital

Treasury stock, at cost, consisting of 16 and nil shares of Class B common stock at
September 30, 2012 and December 31, 2011, respectively
Accumulated other comprehensive loss

Retained earnings

Total Genie Energy Ltd. stockholders’ equity

Noncontrolling interests:
Noncontrolling interests

Receivable for issuance of equity
Total noncontrolling interests

Total equity
Total liabilities and equity

See accompanying notes to consolidated financial statements.
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GENIE ENERGY LTD.

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands, except per share data)

Revenues $63,725 $52,158 $164,056 $154,300
Direct cost of revenues (42,285 ) (33,163 ) (112,936 ) (108,326
Gross profit 21,440 18,995 51,120 45,974
Operating expenses and losses:
Selling, general and administrative (i) 15,199 13,629 40,572 29,760
Research and development 2,264 1,603 7,141 5,737
Equity in the net loss of AMSO, LLC 508 1,619 2,252 4,468
Income from operations 3,469 2,144 1,155 6,009
Financing fees, net of interest income (567 ) (556 ) (1,816 ) (1,533
Other expense, net (12 ) (986 ) (101 ) (691
Income (loss) before income taxes 2,890 602 (762 ) 3,785
Provision for income taxes (3,974 ) (464 ) (2,833 ) (5,439
Net (loss) income (1,084 ) 138 (3,595 ) (1,654
Net (income) loss attributable to noncontrolling interests (1,557 ) 1,355 (1,694 ) 3,560
Net (loss) income attributable to Genie Energy Ltd. $(2,641 ) $1,493 $(5,289 ) $1,906
(Loss) earnings per share attributable to Genie Energy Ltd.
common stockholders:
Basic $(0.13 ) $0.07 $(0.25 ) $0.09
Diluted $(0.13 ) $0.07 $(0.25 ) $0.09
Weighted-average number of shares used in calculation of
(loss) earnings per share:
Basic 21,037 20,365 21,025 20,365
Diluted 21,037 22,342 21,025 22,342
Dividends declared per common share $0.05 $— $0.133 $—
(1) Stock-based compensation included in selling, general
and administrative expenses $973 $217 $2,614 $98

See accompanying notes to consolidated financial statements.
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GENIE ENERGY LTD.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands)
Net (loss) income $(1,084 ) $138 $(3,595 ) $(1,654
Other comprehensive income (loss):
Foreign currency translation adjustments 143 991 70 769
Change in unrealized gain on available-for-sale securities (31 ) — (25 ) —
Comprehensive (loss) income 972 ) 1,129 (3,550 ) (885
Comprehensive (income) loss attributable to noncontrolling
interests (1,557 ) 1,295 (1,677 ) 3,368
Comprehensive (loss) income attributable to Genie Energy
Ltd. $(2,529 ) $2,424 $(5,227 ) $2,483

See accompanying notes to consolidated financial statements.
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GENIE ENERGY LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Nine Months Ended
September 30,
2012 2011
(in thousands)

Operating activities
Net loss $(3,595 ) $(1,654
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation 91 18
Deferred income taxes 4,587 (2,026
Stock-based compensation 2,614 98
Equity in the net loss of AMSO, LLC 2,252 4,468
Change in assets and liabilities:
Trade accounts receivable (9,567 ) 479
Inventory 1,296 (585
Prepaid expenses 1,264 (1,121
Other current assets and other assets (1,084 ) 140
Trade accounts payable, accrued expenses and other current liabilities 4,508 754
Advances from customers 398 —
Due to IDT Corporation (182 ) —
Income taxes payable (1,709 ) 618
Net cash provided by operating activities 873 1,189
Investing activities
Capital expenditures (64 ) (97
Capital contributions to AMSO, LLC (2,925 ) (2,798
Changes in restricted cash (9,730 ) (870
Issuance of note receivable (650 ) —
Purchase of licenses and security deposits (175 ) —
Purchases of certificates of deposit (2,205 ) —
Purchases of marketable securities (11,484 ) —
Net cash used in investing activities (27,233 ) (3,765
Financing activities
Funding provided to IDT Corporation, net — (6,073
Dividends paid (4,205 ) —
Proceeds from exercise of stock options 5 —
Repurchases of Class B common stock from employees (133 ) —
Repurchase of noncontrolling interests — (1,528
Net cash used in financing activities (4,333 ) (7,601
Effect of exchange rate changes on cash and cash equivalents 8 ) —
Net decrease in cash and cash equivalents (30,701 ) (10,177
Cash and cash equivalents at beginning of period 102,220 30,780
Cash and cash equivalents at end of period $71,519 $20,603

See accompanying notes to consolidated financial statements.
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GENIE ENERGY LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Basis of Presentation

The accompanying unaudited consolidated financial statements of Genie Energy Ltd. and its subsidiaries (the
“Company” or “Genie”) have been prepared in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”) for interim financial information and with the instructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by U.S. GAAP
for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation have been included. Operating results for the three and nine
months ended September 30, 2012 are not necessarily indicative of the results that may be expected for the year
ending December 31, 2012. For further information, please refer to the consolidated financial statements and footnotes
thereto included in the Company’s Registration Statement on Form 10, as filed with the U.S. Securities and Exchange
Commission (the “SEC”).

On January 30, 2012, the Company’s Board of Directors changed the Company’s fiscal year end from July 31 to
December 31, in order to better align the Company’s financial reporting with its operational and budgeting cycle and
with other industry participants. The Company reported the results for its transitional period in a Transition Report on
Form 10-Q for the five months from August 1, 2011 to December 31, 2011. Going forward, the Company’s fiscal
quarters will end on the last day of March, June, September and December each year.

Genie owns 99.3% of its subsidiary, Genie Energy International Corporation (“GEIC”), which owns 96.4% of IDT
Energy and 92% of Genie Oil and Gas, Inc. (“GOGAS”). Genie’s principal businesses consist of the following:

IDT Energy, a retail energy provider (“REP”) supplying electricity and natural gas to residential and
small business customers in the Northeastern United States; and

Genie Oil and Gas, which is pioneering technologies to produce clean and affordable transportation
fuels from the world's abundant oil shale and other unconventional fuel resources, which consists
of (1) American Shale Oil Corporation (“AMSO”), which holds and manages a 50% interest in
American Shale Oil, L.L.C. (“AMSO, LLC”), the Company’s oil shale initiative in Colorado, and
(2) an 89% interest in Israel Energy Initiatives, Ltd. (“IEI”’), the Company’s oil shale initiative in
Israel.

Genie was incorporated in January 2011. These financial statements have been prepared on a consolidated basis as if
Genie existed and owned its subsidiaries in all periods presented.

The Company’s Spin-Off

The Company was formerly a subsidiary of IDT Corporation (“IDT”’). On October 28, 2011, the Company was spun-off
by IDT and became an independent public company through a pro rata distribution of the Company’s common stock to
IDT’s stockholders (the “Spin-Off™). As a result of the Spin-Off, each of IDT’s stockholders received: (i) one share of the
Company’s Class A common stock for every share of IDT’s Class A common stock held of record on October 21, 2011
(the “Record Date”), and (ii) one share of the Company’s Class B common stock for every share of IDT’s Class B
common stock held of record on the Record Date. On October 28, 2011, 1.6 million shares of the Company’s Class A
common stock, and 21.1 million shares of the Company’s Class B common stock were issued and outstanding.

10
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Prior to the Spin-Off, IDT made a capital contribution of $82.2 million to the Company. In addition, in connection
with the capital contribution received from IDT, the amount due from IDT as of the date of the Spin-Off of $2.1
million was forgiven.

The Company entered into various agreements with IDT prior to the Spin-Off including a Separation and Distribution
Agreement to effect the separation and provide a framework for the Company’s relationship with IDT after the
Spin-Off, and a Transition Services Agreement, which provides for certain services to be performed by the Company
and IDT to facilitate the Company’s transition into a separate publicly-traded company. These agreements provide for,
among other things, (1) the allocation between the Company and IDT of employee benefits, taxes and other liabilities
and obligations attributable to periods prior to the Spin-Off, (2) transitional services to be provided by IDT relating to
human resources and employee benefits administration, (3) the allocation of responsibilities relating to employee
compensation and benefit plans and programs and other related matters, (4) finance, accounting, tax, internal audit,
facilities, investor relations and legal services to be provided by IDT to the Company following the Spin-Off and

(5) specified administrative services to be provided by the Company to certain of IDT’s foreign subsidiaries. In
addition, the Company entered into a Tax Separation Agreement with IDT, which sets forth the responsibilities of the
Company and IDT with respect to, among other things, liabilities for federal, state, local and foreign taxes for periods
before and including the Spin-Off, the preparation and filing of tax returns for such periods and disputes with taxing
authorities regarding taxes for such periods.

11
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Seasonality and Weather

IDT Energy’s revenues are impacted by, among other things, the weather and the seasons. Weather conditions have a
significant impact on the demand for natural gas for heating and electricity for air conditioning. Typically, colder
winters and hotter summers create higher demand and consumption for natural gas and electricity, respectively.
Milder winters and/or summers will reduce the demand for natural gas and electricity, respectively. Natural gas
revenues typically increase in the first quarter due to increased heating demands, and electricity revenues typically
increase in the third quarter due to increased air conditioning use. Approximately 50% and 53% of IDT Energy’s
natural gas revenues were generated in the first quarter of 2011 and 2010, respectively, when demand for heating is
highest. Although the demand for electricity is not as seasonal as natural gas, approximately 35% and 36% of IDT
Energy’s electricity revenues were generated in the third quarter of 2011 and 2010, respectively. As a result, the
Company’s revenues and operating income are subject to material seasonal variations, and the interim financial results
are not necessarily indicative of the estimated financial results for the full year.

Reclassifications

Sales of excess electricity purchases back to the NYISO (New York Independent System Operator, Inc.) of $1.0
million and $4.7 million in the three and nine months ended September 30, 2011, respectively, previously included in
revenues, have been reclassified as a reduction of direct cost of revenues in the consolidated statement of operations to

conform to the current presentation.

Advances from customers of $2.3 million at December 31, 2011, previously netted in trade accounts receivable, have
been reclassified as current liabilities in the consolidated balance sheet to conform to the current presentation.

Note 2—Marketable Securities
The Company classifies all of its marketable securities as “available-for-sale” securities. Marketable securities are
stated at fair value, with unrealized gains and losses in such securities reflected, net of tax, in “Accumulated other

comprehensive loss” in the accompanying consolidated balance sheets.

The following is a summary of marketable securities:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(in thousands)
September 30, 2012:
Available-for-sale securities:
Corporate debt securities $ 11,484 $ 16 $ “1 ) $ 11,459

The contractual maturities of the Company’s available-for-sale corporate debt securities at September 30, 2012 were as
follows:

Fair Value

(in

thousands)

Within one year $ 10,494
After one year through five years 965

12
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After five years through ten years —
After ten years —
Total $ 11,459

At September 30, 2012, the following available-for-sale securities were in an unrealized loss position for which
other-than-temporary impairments had not been recognized:

Unrealized
Losses Fair Value
(in thousands)
Corporate debt securities $ 41 $ 9459

At September 30, 2012, there were no securities in a continuous unrealized loss position for 12 months or longer.
There were no proceeds from sales and maturities of available-for-sale securities and no gross realized gains (losses)
included in earnings in the nine months ended September 30, 2012 and 2011.

13



Edgar Filing: Genie Energy Ltd. - Form 10-Q

Note 3—Fair Value Measurements

The following table presents the balance of assets and liabilities at September 30, 2012 measured at fair value on a
recurring basis:

Level 1 (1) Level2(2) Level3(3) Total
(in thousands)

Assets:
Corporate debt securities $11,459 $— $— $11,459
Derivative contracts — 174 — 174
Total $11,459 $174 $— $11,633
Liabilities:

Derivative contracts $— $17 $— $17

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

The Company’s derivative contracts consist of electricity call and put options and natural gas put options and future
contracts in which the underlying asset is a forward contract, which are classified as Level 2. These derivatives are
valued using observable inputs based on quoted market prices in active markets for similar call options.

The Company’s subsidiary, GOGAS, issued an option and warrants. The GOGAS stock option was issued in June
2011 and is exercisable until April 9, 2015 at an exercise price of $5.0 million. The GOGAS warrants were issued in
November 2010 and expired on November 12, 2011. The Company’s subsidiary, GEIC, issued a stock option in April
2010 that was exchanged in June 2011 for the GOGAS stock option. At September 30, 2012, the fair value of the
GOGAS stock option was nil. The GOGAS warrants, GOGAS stock option and GEIC stock option were classified as
Level 3 in the three and nine months ended September 30, 2011. The following tables summarize the change in the
balance of the Company’s liabilities measured at fair value on a recurring basis using significant unobservable inputs
(Level 3):

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands)
Balance, beginning of period $— $(101 ) $— $(980 )
Total gains (losses) (realized or unrealized):
Included in earnings in “Other expense, net” — — — 194
Included in earnings in “Selling, general and administrative
expense”’ — 41 — 500
Purchases, sales, issuances and settlements:
Settlement — — — 226
Transfers in (out) of Level 3 — — — —
Balance, end of period $— $(60 ) $— $(60 )
The amount of total gains (losses) for the period attributable
to the change in unrealized gains or losses relating to
liabilities still held at the end of the period:
Included in earnings in “Other expense, net” $— $— $— $194
§— 541 §— $500

14
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Included in earnings in “Selling, general and administrative
expense”’

There were no assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3) during
the three and nine months ended September 30, 2012 and 2011.

Fair Value of Other Financial Instruments

The estimated fair value of the Company’s other financial instruments was determined using available market
information or other appropriate valuation methodologies. However, considerable judgment is required in interpreting
this data to develop estimates of fair value. Consequently, the estimates are not necessarily indicative of the amounts
that could be realized or would be paid in a current market exchange.

Cash and cash equivalents, restricted cash, certificates of deposit, prepaid expenses, other current assets, advances
from customers, dividends payable, due to IDT Corporation and other current liabilities. At September 30, 2012 and
December 31, 2011, the carrying amount of these assets approximates fair value because of the short period of time to
maturity. The fair value estimates for cash, cash equivalents and restricted cash were classified as Level 1
and certificates of deposit, prepaid expenses, other current assets, advances from customers, dividends payable, due to
IDT Corporation and other current liabilities were classified as Level 2 of the fair value hierarchy.

15
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Other assets. At September 30, 2012, other assets included an aggregate of $0.6 million in notes receivable from
employees. The carrying amounts of the notes receivable approximate fair value. The fair value of the notes receivable
was estimated based on the Company’s assumptions, and were classified as Level 3 of the fair value hierarchy. At
December 31, 2011, there were no financial instruments included in other assets.

Note 4—Derivative Instruments

The primary risk managed by the Company using derivative instruments is commodity price risk. Natural gas and
electricity forward and future contracts and put and call options are entered into as hedges against unfavorable
fluctuations in market prices of natural gas and electricity. The Company does not apply hedge accounting to IDT
Energy’s forward contracts and put and call options, therefore the changes in fair value are recorded in earnings.

The summarized volume of IDT Energy’s outstanding electricity call and put options and natural gas put options and
future contracts as of September 30, 2012 was as follows:

Settlement
Commodity Dates Volume
Electricity February
2013 72,000 MWh
Natural gas  February
2013 950,000 Dth

The fair value of outstanding derivative instruments recorded as assets in the accompanying consolidated balance
sheets were as follows:

Balance Sheet September December
Asset Derivatives Location 30, 2012 31,2011
(in thousands)
Derivatives not designated or not

qualifying as hedging
instruments:
Other current
Energy contracts and options assets $ 174 $ 446

The fair value of outstanding derivative instruments recorded as liabilities in the accompanying consolidated balance
sheets were as follows:

Balance Sheet September December
Liability Derivatives Location 30, 2012 31,2011
(in thousands)
Derivatives not designated or not

qualifying as hedging
instruments:
Other current
Energy contracts and options liabilities $ 17 $ 938

10
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The effects of derivative instruments on the consolidated statements of operations were as follows:

Amount of Gain (Loss)
Recognized on Derivatives

Three
Months
Location of Ended Nine Months
Gain (Loss)  September Ended
Recognized on 30, September 30,

Derivatives not designated or not qualifying as hedging instruments Derivatives 2012 2011 2012 2011
(in thousands)
Direct cost of

Energy contracts and options revenues $(17) $(324) $(101) $653
Selling,
general and
administrative
GOGAS warrants expense — 41 — 500
Other
(expense)
GEIC stock option income, net — — — 194
Total $(17) $(283) $(101) $1,347

At September 30, 2012 and December 31, 2011, the Company's energy contracts and options were all traded on the
New York Mercantile Exchange which mitigated the Company's exposure to credit loss from nonperformance by the
counterparty.

On October 31, 2011, MF Global, the Company’s former clearing broker, filed for bankruptcy protection. On that date,
IDT Energy held $1.65 million of cash on deposit with MF Global in support of hedging positions related to IDT
Energy’s commodity supply. Assets held by MF Global were placed under the control of the court appointed
bankruptcy trustee to be released as deemed appropriate. In November 2011, the Company transferred its hedging
securities to an alternative clearing broker. In October 2011, the Company recognized a $0.45 million loss, relating to
its cash deposit with MF Global, based on management’s best estimate of the unrecoverable amount. As of September
30, 2012, the remaining balance of $0.35 million, which is net of amounts previously collected, is included in ”Other
current assets” in the Company’s consolidated balance sheet, as such cash was not readily available for withdrawal. The
Company believes that the $0.35 million due from the bankrupt broker is collectible.

Note 5—Investment in American Shale Oil, LLC

The Company accounts for its 50% ownership interest in AMSO, LLC using the equity method since the Company
has the ability to exercise significant influence over its operating and financial matters, although it does not control
AMSO, LLC. AMSO, LLC is a variable interest entity, however, the Company has determined that it is not the
primary beneficiary, as the Company does not have the power to direct the activities of AMSO, LLC that most
significantly impact AMSO, LLC’s economic performance.

AMSO has agreed to fund AMSO, LLC’s expenditures as follows: 20% of the initial $50 million of expenditures, 35%
of the next $50 million in approved expenditures and 50% of approved expenditures in excess of $100 million. AMSO
has also agreed to fund 40% of the costs of the one-time payment for conversion of AMSO, LLC’s research,
development and demonstration lease to a commercial lease, in the event AMSO, LL.C’s application for conversion is
approved. The remaining amounts are to be funded by Total S.A. (“Total”). As of September 30, 2012, the cumulative

17
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contributions of AMSO and Total to AMSO, LLC were $57.9 million. Through December 31, 2011, AMSO was
allocated 20% of the net loss of AMSO, LLC. AMSO’s portion of the loss of AMSO, LLC increased in December
2011 from 20% to 35%, per the agreement with Total. AMSO’s allocated share of the net loss of AMSO, LLC is
included in “Equity in the net loss of AMSO, LLC” in the accompanying consolidated statements of operations.

The following table summarizes the change in the balance of the Company’s investment in AMSO, LLC:

Nine Months Ended September

30,

2012 2011

(in thousands)
Balance, beginning of period $ (685 ) $ 1,522
Capital contributions 2,925 2,798
Equity in the net loss of AMSO, LLC (2,252 ) (4,468 )
Balance, end of period $ (12 ) $ @148 )

At September 30, 2012 and December 31, 2011, the liability for equity loss in AMSO, LLC was included in the
consolidated balance sheet in “Accrued expenses.”

In accordance with the agreement between the parties, AMSO was committed to a total investment of $10.0 million in
AMSO, LLC, all of which had been invested by January 31, 2012. AMSO remains obligated to fund its share of the
expenditures it approves beyond the initial $10.0 million investment. AMSO’s share of AMSO, LLC’s budget for the
year ending December 31, 2012 is $3.2 million. At September 30, 2012, AMSO had funded $2.8 million of its share
of the 2012 budget. There are also a number of other situations where AMSO’s funding obligation could increase
further.

Total can increase AMSO’s initial required funding commitment of $10.0 million up to an additional $8.75 million if
Total notifies AMSO of its commitment to continue to fund the pilot test up to an agreed upon commitment level. To
date, AMSO has not received such notification from Total. Additionally, even if AMSO were to withdraw its interest
in AMSO, LLC, it will remain liable for its share of expenditures for safety and environmental reclamation related to
events occurring prior to its withdrawal.

Total may terminate its obligations to make capital contributions and withdraw as a member of AMSO, LLC. If Total
withdraws as a member of AMSO, LLC, AMSO may also terminate its obligations to make capital contributions and
withdraw as a member of AMSO, LLC. Although, subject to certain situations, AMSO and Total are not obligated to
make additional contributions beyond their respective shares, they could dilute or forfeit their ownership interests in
AMSO, LLC if they fail to contribute their respective shares for additional funding.

11
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At September 30, 2012, the Company’s maximum exposure to additional loss as a result of its required investment in
AMSO, LLC was $0.4 million, based on AMSO, LLC’s 2012 budget. The Company’s maximum exposure to additional
loss could increase based on the situations described above. The maximum exposure at September 30, 2012 was
determined as follows:

(in
thousands)
AMSO'’s total committed investment in AMSO, LLC $ 13,211
Less: cumulative capital contributions to AMSO, LLC (12,779 )
Less: liability for equity loss in AMSO, LLC at September 30,
2012 (12 )
Maximum exposure to additional loss $ 420
Summarized unaudited statements of operations of AMSO, LLC are as follows:
Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands)
Operating expenses:
General and
administrative $ 132 $ 167 $ 389 $ 538
Research and development 1,320 7,927 6,046 21,799
Total operating expenses 1,452 8,094 6,435 22,337
Other expense — — — 1
Net loss $ (1,452 ) $ (8,094 ) $ (6,435 ) $ (22,338)

Note 6—Revolving Line of Credit

As of April 23, 2012, the Company and IDT Energy entered into a Loan Agreement with JPMorgan Chase Bank for a
revolving line of credit for up to a maximum principal amount of $25.0 million. The proceeds from the line of credit
may be used to provide working capital and for the issuance of letters of credit. The Company agreed to deposit cash
in a money market account at JPMorgan Chase Bank as collateral for the line of credit equal to the greater of (a) $10.0
million or (b) the sum of the amount of letters of credit outstanding plus the outstanding principal under the revolving
note. The Company is not permitted to withdraw funds or exercise any authority over the required balance in the
collateral account. The principal outstanding will bear interest at the lesser of (a) the LIBOR rate multiplied by the
statutory reserve rate established by the Board of Governors of the Federal Reserve System plus 1.0% per annum, or
(b) the maximum rate per annum permitted by whichever of applicable federal or Texas laws permit the higher interest
rate. Interest is payable at least every three months and all outstanding principal and any accrued and unpaid interest is
due on the maturity date of April 30, 2013. The Company paid a facility fee of $37,500 and pays a quarterly unused
commitment fee of 0.08% per annum on the difference between $25.0 million and the average daily outstanding
principal balance of the note. In addition, as of April 23, 2012, GEIC issued a Corporate Guaranty to JPMorgan Chase
Bank whereby GEIC unconditionally guarantees the full payment of all indebtedness of the Company and IDT Energy
under the Loan Agreement. At September 30, 2012, there were no amounts borrowed or utilized for letters of credit
under the line of credit, and cash collateral of $10.0 million was included in “Restricted cash” in the consolidated
balance sheet.

12
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Note 7—Equity
Changes in the components of equity were as follows:
Nine Months Ended

September 30, 2012
Attributable Noncontrolling

to Genie Interests Total
(in thousands)

Balance, December 31, 2011 $127,338 $ (7,039 ) $120,299
Dividends declared ($0.133 per share) (3,058 ) — (3,058 )
Restricted Class B common stock purchased from employees (133 ) — (133 )
Exercise of stock options 5 — 5
Stock-based compensation 2,614 — 2,614
Grants of equity of subsidiary 1,711 ) 1,711 —
Comprehensive loss:
Net (loss) income (5,289 ) 1,694 (3,595 )
Foreign currency translation adjustments 87 17 ) 70
Change in unrealized gain on available-for-sale securities (25 ) — (25 )
Comprehensive loss (5,227 ) 1,677 (3,550 )
Balance, September 30, 2012 $119,828 $ (3,651 ) $116,177

Dividend Payments

On January 5, 2012, the Company paid a cash dividend of $0.05 per share to stockholders of record at the close of
business on December 22, 2011 of the Company’s Class A common stock and Class B common stock.

On April 3, 2012, the Company paid a cash dividend of $0.033 per share to stockholders of record at the close of
business on March 26, 2012 of the Company’s Class A common stock and Class B common stock. The dividend paid
on April 3, 2012 was for the two-month period of November and December 2011 that represented the period between
the end of the Company’s prior fiscal quarter and the beginning of the new fiscal quarter in connection with the change
in the Company’s fiscal year to a calendar year, and represented a pro-rated dividend of 2/3rd of the normal quarterly
dividend.

On May 30, 2012, the Company paid a cash dividend of $0.05 per share to stockholders of record at the close of
business on May 21, 2012 of the Company’s Class A and Class B common stock.

On August 28, 2012, the Company paid a cash dividend of $0.05 per share to stockholders of record at the close of
business on August 20, 2012 of the Company’s Class A and Class B common stock. The aggregate dividends declared
in the nine months ended September 30, 2012 were $3.1 million, and the aggregate dividends paid in the same period
were $4.2 million.

In connection with the completion of the exchange offer and issuance of preferred stock (see below), if declared by the
Company’s Board of Directors, a pro-rated base dividend on the Company’s Series 2012-A Preferred Stock for the
fourth quarter of 2012 will be paid on or about February 15, 2013. In addition, the Company has suspended payment

of dividends on its Class A and Class B common stock for the foreseeable future.

Grants of Equity of Subsidiaries
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On March 28, 2012, the Compensation Committee of the Company’s Board of Directors approved the grant of equity
interests in certain subsidiaries of the Company to Howard Jonas, the Chairman of the Company’s Board of Directors.
The Compensation Committee approved the following grants to Mr. Jonas: (1) deferred stock units for 50.56 shares of
common stock of IDT Energy (representing 2.5% of the equity in IDT Energy on a fully diluted basis), (2) 0.25
ordinary shares of IEI (representing 0.25% of the equity in IEI on a fully diluted basis), (3) 3.05 ordinary shares of an
early stage exploration venture in Israel, Genie Israel Oil & Gas, Ltd. (“GIOG”) (representing 0.30% of the equity in
GIOG on a fully diluted basis), and (4) shares representing 0.25% of the Company’s entity that seek to develop oil
shale opportunities in an Asian country (“the Asian Venture”).

In addition, the Compensation Committee approved grants of interests representing 1.13% of the equity in IDT
Energy, 1.23% of the equity in IEI, 1.68% of the equity in GIOG and 1.00% in the Asian Venture to certain of the
Company’s officers and employees.

As of March 28, 2012, the Company recorded a reduction in “Additional paid-in capital” and an increase in
“Noncontrolling interests” of $0.5 million for the issuance of the grants of 1.13% of the equity in IDT Energy to officers
and employees. As of August 7, 2012, the Company recorded an additional reduction in “Additional paid-in capital” and
an increase in “Noncontrolling interests” of $1.2 million for the issuance of the grant of 2.5% of the equity in IDT
Energy to Howard Jonas. The fair value of the grants of equity interests on the date of the grant was estimated to be

$4.2 million, which will be recognized over the vesting period that ends in December 2015. The unrecognized
compensation cost relating to these grants of equity interests at September 30, 2012 was $3.6 million. The Company
recognized compensation cost related to the vesting of these equity interests of $0.3 million and $0.6 million in the

three and nine months ended September 30, 2012, respectively.
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Stock Repurchase Program

On December 8, 2011, the Board of Directors of the Company approved a stock repurchase program for the
repurchase of up to an aggregate of 20 million shares of the Company’s Class B common stock for up to an aggregate
of $20 million. At September 30, 2012, no repurchases had been made and 20 million shares remained available for
repurchase under the stock repurchase program.

Stock-Based Compensation

On November 3, 2011, the Company granted certain of its employees and directors 186 thousand restricted shares of
the Company’s Class B common stock and 356 thousand options to purchase shares of the Company’s Class B common
stock. In addition, on November 3, 2011, the Company granted nonemployee individuals that provide services to the
Company, 52 thousand restricted shares of the Company’s Class B common stock and 52 thousand options to purchase
shares of the Company’s Class B common stock. The restricted shares and options, which were granted under the
Company’s Incentive Plan, vest over the expected service period, subject to forfeiture based on service conditions. The
options have a term of 10 years and an exercise price of $6.85 equal to the fair market value of the underlying shares
on the grant date. The fair value of the restricted stock and options on the date of the grant was estimated at $1.6
million and $1.8 million, respectively, which will be recognized over the service period. The fair value of the options
on the grant date was estimated using a Black-Scholes valuation model and the following assumptions: (1) expected
volatility of 67% based on historical volatility of comparable companies and other factors, (2) a discount rate of

1.06% — 1.62%, (3) expected life of 6 - 7 years and (4) zero dividend yield. In addition, in January or March 2012, each
of the four non-employee members of the Company’s Board of Directors received 2,920 restricted shares of the
Company’s Class B common stock, which vested immediately upon grant. The fair value of the restricted shares was
determined based on the closing price of the Company’s Class B common stock on the date of grant. The Company
recognized compensation cost related to the vesting of these shares and options of $0.3 million and $0.9 million in the
three and nine months ended September 30, 2012, respectively.

As part of the Spin-Off, holders of restricted Class B common stock of IDT received, in respect of those restricted
shares, one restricted share of the Company’s Class B common stock for every restricted share of IDT that they owned
as of the record date for the Spin-Off. Such restricted shares of the Company’s Class B common stock are restricted
under the same terms as the IDT restricted stock in respect of which they were issued. The restricted shares of the
Company’s Class B common stock received in the Spin-Off are subject to forfeiture on the same terms, and their
restrictions will lapse at the same time, as the corresponding IDT shares. The unrecognized compensation cost relating
to the Company’s restricted shares at September 30, 2012 was $1.6 million, which is expected to be recognized over
the remaining vesting period that ends in December 2013. The Company recognized compensation cost related to the
vesting of these shares of $0.3 million and $0.2 million in the three months ended September 30, 2012 and 2011,
respectively, and $1.0 million and $0.6 million in the nine months ended September 30, 2012 and 2011, respectively.

In order to equitably adjust the value of the options to purchase IDT Class B common stock that were outstanding on
the Spin-Off date, IDT proportionately reduced the exercise price of each such option based on the trading price of
IDT following the Spin-Off. Further, each option holder shared ratably in a pool of 50 thousand options to purchase
shares of the Company’s Class B common stock with an exercise price of $6.85 equal to the market value on the
issuance date and an expiration date equal to the expiration of the corresponding IDT options held by such option
holder. The options to purchase shares of the Company were issued under the Company’s Incentive Plan. The
adjustment to the exercise price of the options to purchase IDT shares and the issuance of the 50 thousand options to
purchase the Company’s shares were accounted for as a modification. No incremental charge was required as a result
of the modification.

Exchange Offer and Issuance of Preferred Stock
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On August 2, 2012, the Company initiated an offer to exchange up to 8.75 million outstanding shares of its Class B
common stock for the same number of shares of a new series of preferred stock. The exchange offer was made upon
the terms and conditions set forth in the Offer to Exchange, and the related Letter of Transmittal, as amended, which
were filed with the SEC. The offer expired on October 10, 2012.

On October 11, 2012, the Company filed a Certificate of Designation with respect to its Series 2012-A Preferred
Stock (the "Certificate of Designation") with the Secretary of State of Delaware. The Company issued 1,604,591
shares of its newly designated Series 2012-A Preferred Stock, par value $0.01 per share (the "Preferred Stock"), in
exchange for an equal number of shares of Class B common stock tendered in the Exchange Offer. Each share of the
Preferred Stock has a liquidation preference of $8.50 (the "Liquidation Preference"), is entitled to receive an annual
dividend per share equal to the sum of (i) $0.6375 (the "Base Dividend") plus (ii) seven and one-half percent (7.5%)
of the quotient obtained by dividing (A) the amount by which the EBITDA for a fiscal year of the Company's retail
energy business exceeds $32 million by (B) 8,750,000 (the "Additional Dividend"), payable in cash and will be
redeemable, in whole or in part, at the option of the Company following the fifth anniversary of issuance. However,
the Company may redeem all or any portion of the Preferred Stock between the fourth and fifth annual anniversaries
of the issue date at 101% of the Liquidation Preference plus all accrued and unpaid dividends. Pursuant to the
Certificate of Designation, during any period when the Company has failed to pay a dividend and until all unpaid
dividends have been paid in full the Company will be prohibited from paying dividends or distributions on the
Company's Class B or Class A common stock.
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The Base Dividend will be payable (if declared by the Company's Board of Directors, and accrued, if not declared)
quarterly, on each February 15, May 15, August 15 and November 15, commencing with February 15, 2013 (which
will be prorated for the portion of the Company's fourth fiscal quarter during which the Preferred Stock is
outstanding), and to the extent that there is any Additional Dividend payable with respect to a fiscal year, it will be
paid to holders of Preferred Stock with the May dividend (prorated for fiscal 2012). With respect to the payment of
dividends and amounts upon liquidation, dissolution or winding up, the Preferred Stock is equal in rank to all other
equity securities the Company issues, the terms of which specifically provide that such equity securities rank on a
parity with the Preferred Stock with respect to dividend rights or rights upon the Company's liquidation, dissolution or
winding up; senior to the Company's common stock; and junior to all of the Company's existing and future
indebtedness.

Each share of Preferred Stock has the same voting rights as a share of Class B common stock, except on certain
matters that only impact the Company's common stock, as well as additional voting rights on specific matters or upon
the occurrence of certain events.

Variable Interest Entities

In 2011, an employee of IDT until his employment was terminated effective December 30, 2011, incorporated
Citizens Choice Energy, LLC (“CCE”), which is a REP that resells electricity and natural gas to residential and small
business customers in the State of New York. Tari Corporation (“Tari”) is the sole owner of CCE. In addition, DAD
Sales, LLC (“DAD”), which is 100% owned by Tari, uses its network of door-to-door sales agents to obtain customers
for CCE. The Company provided CCE and DAD with substantially all of the cash required to fund their operations.
The Company determined that at the present time it has the power to direct the activities of CCE and DAD that most
significantly impact their economic performance and it has the obligation to absorb losses of CCE and DAD that
could potentially be significant to CCE and DAD on a stand-alone basis. The Company therefore determined that it is
the primary beneficiary of both CCE and DAD, and as a result, the Company consolidates CCE and DAD with its IDT
Energy segment.

The Company does not own any interest in CCE or DAD and thus the net income or loss incurred by CCE and DAD
was attributed to noncontrolling interests in the accompanying consolidated statements of operations. Net income
(loss) of CCE and DAD and aggregate net funding repaid to (provided by) the Company to CCE and DAD in order to
finance their operations were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands)
Net income (loss):

CCE $ 1,895 $ 284 ) $ 2,828 $ (1463 )
DAD $ @124 ) $ 429 ) $ @313 ) $ 491 )
Aggregate funding (provided

by) repaid to the Company,

net $ (1,069 ) $ (4,900 ) $ 553 $ (4938 )

Summarized combined balance sheets of CCE and DAD are as follows:

September
30, December 31,
2012 2011
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Assets

Cash and cash equivalents
Restricted cash

Trade accounts receivable

Prepaid expenses

Other current assets

Property, plant and equipment, net
Other assets

Total assets

Liabilities and members’ interests
Current liabilities

Due to IDT Energy
Noncontrolling interests

Total liabilities and noncontrolling interests

15

$1,678
52
3,956
380
407
44
453

$6,970

$2,108
5,268
(406

$6,970

(in thousands)

$ 763
81
2,766
70
413
57
282

$ 4,432

$ 1,631
5,820
) (3,019
$ 4,432
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The assets of CCE and DAD may only be used to settle obligations of CCE and DAD, and may not be used for other
consolidated entities. The liabilities of CCE and DAD are non-recourse to the general credit of the Company’s other
consolidated entities.

In April 2012, IDT Energy and CCE entered into an Asset Purchase Agreement pursuant to which IDT Energy would,
upon the satisfaction of many conditions, acquire all of CCE’s customer accounts, accounts receivable, trade names
and other customer-related assets in exchange for the discharge and release of CCE’s debt and payment obligations to
IDT Energy. The closing conditions included customary conditions as well as the discharge or satisfactory resolution
of certain claims pending against CCE, and IDT Energy was under no obligation to assume any liability related
thereto. Due to the unlikelihood of CCE satisfying the conditions to closing in a reasonable time frame, the parties
mutually determined to terminate this agreement. In addition, in April 2012, IDT Energy entered into a Consulting
Agreement with Tari for customer networking services and other sales related services. Finally, in April 2012, IDT
Energy and DAD entered into a Client Agreement whereby DAD will use its network of door-to-door sales agents to
obtain customers for IDT Energy in exchange for cash commissions.

Note 8—(Loss) Earnings Per Share

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

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

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

(in thousands)
Basic weighted-average number of
shares 21,037 20,365 21,025 20,365
Effect of dilutive securities:
Non-vested restricted Class B

common stock — 1,977 — 1,977
Diluted weighted-average number
of shares 21,037 22,342 21,025 22,342

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

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(in thousands)
Stock options 457 — 457 —
1,988 — 1,988 —
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Non-vested restricted Class B

common stock

Shares excluded from the

calculation of diluted earnings per

share 2,445 — 2,445 —

The preferred shares issued in October 2012 (see Note 7) are expected to significantly reduce earnings per-share
available to common stockholders in future periods. For the three and nine months ended September 30, 2012, the
diluted loss per share equals basic loss per share because the Company had a net loss and the impact of the assumed
exercise of stock options and vesting of restricted stock would have been anti-dilutive.
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In November 2010, an entity affiliated with Lord (Jacob) Rothschild purchased a 5.0% equity interest in GOGAS for
$10.0 million paid in cash. Also in November 2010, Rupert Murdoch purchased a 0.5% equity interest in GOGAS for
$1.0 million paid with a promissory note. The note is secured by a pledge of the shares issued in exchange for the
note. The note accrues interest at 1.58% per annum, and the principal and accrued interest is due and payable on
November 15, 2015. In connection with this purchase, the entity affiliated with Lord Rothschild has a one time option
through November 12, 2017 to exchange its GOGAS shares for shares of the Company with equal fair value as
determined by the parties. The number of shares issuable in such an exchange is not currently determinable. If this
option is exercised, the shares issued by the Company may dilute the earnings per share in future periods.

Note 9—Related Party Transaction

Up until the Spin-Off, IDT, the Company’s former parent company, charged the Company for certain transactions
and allocated routine expenses based on company specific items. The allocated amounts also included charges for
utilizing the net operating loss of IDT, as the Company was included in IDT’s consolidated federal income tax return
in all periods through the date of the Spin-Off. In addition, IDT controlled the flow of the Company’s treasury
transactions. Following the Spin-off, IDT charges the Company for services it provides pursuant to the Transition
Services Agreement. IDT charged the Company $1.0 million and $1.8 million in the three months ended September
30, 2012 and 2011, respectively, and $2.5 million and $3.0 million in the nine months ended September 30, 2012 and
2011, respectively, which was included in “Selling, general and administrative” expense in the consolidated statements
of operations. In addition, in the three months ended September 30, 2011, IDT reversed $0.4 million and in the nine
months ended September 30, 2011, IDT charged the Company $3.9 million for utilizing the net operating loss of IDT,
which was included in “Provision for income taxes” in the consolidated statement of operations.

Pursuant to the Transition Services Agreement, the Company provides specified administrative services to certain of
IDT’s foreign subsidiaries. In the three and nine months ended September 30, 2012, the Company charged IDT $20
thousand and $66 thousand, respectively for these services, which reduced the Company’s “Selling, general and
administrative” expens