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AMDOCS LIMITED

CONSOLIDATED BALANCE SHEETS
(in U.S. dollars, unless otherwise stated)
(in thousands, except per share data)

AS C
MARCH 31,
2003
(UNAUDITED)
ASSETS
Current assets:
Cash and cash equivalents S 642,058
Short-term interest-bearing investments 579,244
Accounts receivable, net (*) 238,514
Deferred income taxes and taxes receivable 50,212
Prepaid expenses and other current assets (%) 88,137
Total current assets 1,598,165
Equipment, vehicles and leasehold improvements, net 144,072
Deferred income taxes 40,241
Goodwill and other intangible assets, net 730,357
Other noncurrent assets (%) 114,717
Total assets S 2,627,552
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expenses S 145,800
Accrued personnel costs 96,479
Deferred revenue 178,520
Short-term portion of capital lease obligations 8,384
Deferred income taxes and taxes payable 115,777
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Total current liabilities 544,960
Convertible notes 445,054
Deferred income taxes 16,522
Noncurrent liabilities and other 117,902

Total liabilities 1,124,438

Shareholders' equity:
Preferred Shares - Authorized 25,000 shares; (pound)0.01 par value;0
shares issued and outstanding -
Ordinary Shares - Authorized 550,000 shares; (pound)0.01 par value;
223,622 and 223,316 issued and 215,889 and 215,583 outstanding,

respectively 3,577
Additional paid-in capital 1,819,520
Treasury stock (109,281)
Accumulated other comprehensive income (loss) 7,977
Accumulated deficit (218,679)

Total shareholders' equity 1,503,114
Total liabilities and shareholders' equity S 2,627,552

(*) See Note 5.

The accompanying notes are an integral part of these consolidated financial
statements.

AMDOCS LIMITED

CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)
(in thousands, except per share data)

THREE MONTHS ENDED SIX MON
MARCH 31, MARC
2003 2002 2003
Revenue:
License (*) S 19,159 S 45,528 $ 39,685
Service (*) 335,855 409,741 654,715
355,014 455,269 694,400
Operating expenses:
Cost of license 1,546 1,627 2,682
Cost of service (*) 212,080 249,010 416,066
Research and development 29,328 30,902 58,947
Selling, general and administrative (%) 51,121 61,023 102,701
Amortization of goodwill and
purchased intangible assets 4,625 61,894 9,779
Restructuring charges and in-process
research and development —— —— 9,956
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Operating income
Interest income and other, net (*)

Income before income taxes
Income taxes

Net income

Basic earnings per share

Diluted earnings per share

Basic weighted average number of shares
outstanding

Diluted weighted average number of
shares outstanding

(*) See Note 5.

The accompanying notes are an integral part of these consolidated
statements.

AMDOCS LIMITED

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS'

(in thousands)

Ordinary Shares

BALANCE AS OF SEPTEMBER
30, 2002
Comprehensive income:
Net income -
Unrealized income on
foreign currency
hedging contracts, net
of $3,335 tax -
Unrealized loss on cash
equivalents and
short-term interest-—
bearing investments,

215,583

298,700 404,456
56,314 50,813
4,186 2,383
60,500 53,196
15,125 26,755
$ 45,375 S 26,441
$ 0.21 $ 0.12
$ 0.21 $ 0.12
215,797 222,995
219,109 225,488
financial
EQUITY (UNAUDITED)
Additional
Paid-in Treasury
Amount Capital
$ 3,572 $1,818, 345

$(109,281)

25,858

Accumulated

Other

Comprehensi

Income (LosS



net of $(634) tax

Comprehensive income

Employee stock options
exercised

Tax benefit of stock opt
exercised

Expense related to vesti
of stock options

BALANCE AS OF MARCH 31,
2003

As of March 31,
income (loss) is compris
of $3,914 and $(5,220),

and short-term interest-bearing investments,

respectively.

2003 and September 30,
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- - - - (1,04
306 5 1,104 -
ions
— — 46 —
ng
— — 25 —
215,889 $ 3,577 $1,819,520 $(109,281) S 7,97

2002,
ed of unrealized gain
respectively,

(loss)

net of tax,

accumulated other comprehensive
on derivatives,
and unrealized gain on cash equivalents
of $4,063 and $5,112,

net of tax,

The accompanying notes are an integral part of these consolidated financial

statements.

AMDOCS LIMITED

CASH FLOW FROM OPERATING ACTIVITIES

Net income

operating activitie

Depreciation and amortization

Loss on sale of equipment

Deferred income taxes
Tax benefit of stock
Unrealized income

amounts acquired:
Accounts receivable
Prepaid expenses and
Other noncurrent asse
Accounts payable and
Deferred revenue
Income taxes payable

Other noncurrent liabilities

CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)
SIX MONTHS ENDED MARCH 31,
2003 2002
$ 77,574 $ 30
Reconciliation of net income to net cash provided by
s:

46,444 158
In-process research and development - 17

509
5,314 1

options exercised 46
(loss) on other comprehensive loss 10,786 (9

Net changes in operating assets and liabilities, net of

74,122 5
other current assets (16, 768) (5
ts (6,318) (4
accrued expenses (29,412) 51
28,930 (34
3,890 (7
(2,190) 4
rating activities 192,927 208

Net cash provided by ope
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CASH FLOW FROM INVESTING ACTIVITIES
Proceeds from sale of equipment, vehicles and leasehold

improvements 1,283
Payments for purchase of equipment, vehicles, leasehold

improvements and other (26,998)
Purchase of short-term interest-bearing investments, net 1,920
Investment in noncurrent assets -
Reimbursement of cash in (cash paid for) acquisition 11,111
Net cash used in investing activities (12,684)

CASH FLOW FROM FINANCING ACTIVITIES

Proceeds from employee stock options exercised 1,109
Repurchase of shares -
Principal payments on capital lease obligations (5,949)
Net cash used in financing activities (4,840)
Net increase (decrease) in cash and cash equivalents 175,403
Cash and cash equivalents at beginning of period 466,655
Cash and cash equivalents at end of period $ 642,058

SUPPLEMENTARY CASH FLOW INFORMATION

Cash paid for:
Income taxes, net of refunds S 15,982
Interest 4,801

NON CASH INVESTING AND FINANCING ACTIVITIES

Capital lease obligations of $0 and $2,224 were incurred during the six months
ended March 31, 2003 and 2002, respectively, as a result of the Company (as
defined below) entering into lease agreements for the purchase of fixed assets.

The accompanying notes are an integral part of these consolidated financial
statements.

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)

1. BASIS OF PRESENTATION

Amdocs Limited (the "Company") is a leading provider of software
products and services to the communications industry. The Company and its
subsidiaries operate in one operating segment, providing business support
systems and related services primarily for the communications industry. The
Company designs, develops, markets, supports, operates and provides
outsourcing of information system solutions primarily to leading
communications companies throughout the world.

The unaudited consolidated financial statements of the Company have
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been prepared in accordance with accounting principles generally accepted in
the United States ("GAAP"). In the opinion of the Company's management, all
adjustments considered necessary for a fair presentation of the unaudited
interim consolidated financial statements have been included herein and are
of a normal recurring nature.

The preparation of financial statements during interim periods requires
management to make numerous estimates and assumptions that impact the
reported amounts of assets, liabilities, revenue and expenses. Estimates and
assumptions are reviewed periodically and the effect of revisions is
reflected in the results of operations of the interim periods in which
changes are determined to be necessary.

The results of operations for the interim periods presented herein are
not necessarily indicative of the results to be expected for the full fiscal
year. These statements do not include all information and footnotes
necessary for a complete presentation of financial position, results of
operations and cash flows in conformity with GAAP. These statements should
be read in conjunction with the Company's consolidated financial statements
for the fiscal year ended September 30, 2002, set forth in the Company's
Annual Report on Form 20-F filed March 24, 2003 with the Securities and
Exchange Commission.

SIGNIFICANT ACCOUNTING POLICY
Accounting for Stock-Based Compensation

In December 2002 the Financial Accounting Standards Board ("FASB")
issued Statements of Financial Accounting Standards ("SFAS") 148,
"Accounting for Stock-Based Compensation - Transition and Disclosure - an
Amendment of FASB Statement No. 123". SFAS 148 amends SFAS 123, "Accounting
for Stock-Based Compensation", to provide alternative methods of transition
for a voluntary change to the fair value-based method of accounting for
stock-based employee compensation. In addition, SFAS 148 amends the
disclosure requirements of SFAS 123 to require more prominent disclosures in
both annual and interim financial statements regarding the method of
accounting for stock-based employee compensation and the effect of the
method used on reported results. The alternative methods of transition of
SFAS 148 are effective for fiscal years ending after December 15, 2002. The
disclosure provision of SFAS 148 is effective for interim periods beginning
after December 15, 2002. The Company follows Accounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issued to Employees" in
accounting for its employee stock options. The transition and annual
disclosure requirements of SFAS 148 were effective for the Company
commencing January 1, 2003. The Company has adopted the interim disclosure
for the quarter ended March 31, 2003, which is provided in Note 12.

ADOPTION OF NEW ACCOUNTING STANDARDS

Goodwill and Purchased Intangible Assets

In June 2001, the FASB issued SFAS No. 141, "Business Combinations",
and SFAS No. 142, "Goodwill and Other Intangible Assets". SFAS No. 141
requires that the purchase method of accounting be used for all business

combinations initiated after June 30, 2001. SFAS No. 142 is effective for
fiscal

AMDOCS LIMITED
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

years beginning after December 15, 2001. Under SFAS No. 142, goodwill and
intangible assets deemed to have indefinite lives will no longer be
amortized but will be subject to periodic impairment tests in accordance

with the Statement. Goodwill impairment is deemed to exist if the net book

value of a reporting unit exceeds its estimated fair value. Other intangible

assets will continue to be amortized over their useful lives. Certain
intangible assets, such as workforce-in-place, were reclassified to

goodwill, according to SFAS No. 141's new definition of intangible assets.

Effective October 1, 2002 the Company adopted SFAS No. 142. Subsequent

to the adoption of the new rules, the Company performed the transitional
tests of goodwill and intangible assets recorded as of October 1, 2002.

Thereafter, a periodic impairment test will be performed at least annually.

As discussed in Note 1 above, the Company and its subsidiaries operate in
one operating segment, and its reporting unit is consistent with that one

operating segment. In calculating the fair value of the reporting unit, the
Company used a discounted cash flow methodology. There was no impairment of

goodwill upon adoption of SFAS 142. The Company will perform its annual

impairment review during the fourth quarter of each year, commencing in the

fourth quarter of fiscal 2003.

Prior to fiscal 2003, goodwill was amortized using the straight-1line
method over its estimated period of benefit. Net income and earnings per

share for the three months and six months ended March 31, 2002 adjusted to

exclude amortization of goodwill and workforce-in-place expenses, net of
tax, are as follows:

THREE MONTHS ENDED

MARCH 31,
2003 2002

Reported net income $ 45,375 $ 26,441
Add back: goodwill and

workforce-in-place amortizations - 51,135
Attributable tax effect - (679)
Adjusted net income $ 45,375 $ 76,897
Adjusted basic earnings per share $ 0.21 $ 0.34
Adjusted diluted earnings per share $ 0.21 $ 0.34

The following table presents details of amortization expense of
purchased intangible assets as reported in the consolidated statements of
income:

THREE MONTHS ENDED
MARCH 31,

SIX MONTHS E

MARCH 31,

2003
$ 77,574 $
$ 77,574 $
$ 0.36 $
$ 0.36 $

SIX MONTHS F
MARCH 31,
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Cost of license

Amortization of purchased intangible

assets

Total

$ 820
4,625
$ 5,445

AMDOCS LIMITED

$ 849 $ 1,640
10,759 9,779
$ 11,608 $ 11,419

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(in thousands,

except per share data)

The following table presents details of the Company's total purchased

intangible assets:

MARCH 31, 2003

Core technology

Customer arrangements

Intellectual property rights and
purchased computer software

Total

SEPTEMBER 30, 2002

Core technology

Customer arrangements

Intellectual property rights and
purchased computer software

Total

ACCUMULATED
AMORTIZATION
$ (40,068)

(19,842)
(35,256)
$ (95,166)
$ (36,718)
(13,413)
(33,616)
$ (83,747)

The estimated future amortization expense of purchased intangible

assets as of March 31, 2003

FISCAL YEAR:

2003 (remaining 6 months)
2004

2005

2006

2007

is as follows:

AMOUNT

$ 4,
16,
16,
$ 38,
$ 7
23,
13,
$ 44,
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Guarantor's Accounting and Disclosure Requirements for Guarantees

In November 2002 the FASB issued FASB Interpretation No. 45
"Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtness of Others" ("FIN 45"). FIN 45
requires that, at the inception of certain types of guarantees, the
guarantor must disclose and recognize a liability for the fair value of the
obligation it assumes under the guarantee. The initial recognition and
measurement requirements of FIN 45 are effective for guarantees issued or
modified after December 31, 2002. The additional disclosure requirements of
FIN 45 are effective for interim and annual periods ending after December
15, 2002, and are applicable to certain of the Company's guarantees issued
before December 31, 2002.

The Company is a party to an agreement that includes an indemnification
of one of its customers for any withholding tax that might be required
under the customer's local tax laws from certain payments made to the
Company under this agreement. The indemnification under this agreement
expires in December 2005. As of March 31, 2003 and September 30, 2002, the
maximum potential amount of the Company's future exposure under guarantees
covered by FIN 45 issued before December 31, 2002 was $4,717. The Company
does not believe that the outcome of this guarantee will have a material
effect on the Company's results.

The Company generally sells its ClarifyCRM products with a limited
warranty for a period of 90 days. The Company's policy is to accrue for
warranty costs, if needed, based on historical trends in product failure.
Based on the Company's experience, no material warranty services have been
required and, as a result, the Company does not have any accrued amounts for
product warranty liability as of March 31, 2003.

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

RECENT ACCOUNTING PRONOUNCEMENTS
Costs Associated with Exit or Disposal Activities

In June 2002 the FASB issued SFAS 146, "Accounting for Costs Associated
with Exit or Disposal Activities"™. SFAS 146 requires that a liability for
costs associated with an exit or disposal activity, including restructuring
activities, be recognized and measured at fair value when the liability is
incurred, or, for certain one-time employee termination costs, over a future
service period. Previously, a liability for an exit cost was recognized when
a company committed to an exit plan. As a result, SFAS 146 may affect the
timing of amounts recognized for future restructuring activities. SFAS 146
is effective for exit or disposal activities that were initiated after
December 31, 2002.

RELATED PARTY TRANSACTIONS

The following related party balances are included in the balance sheets:

10
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AS OF
MARCH 31, SEPTEVM
2003 20
Accounts receivable, including unbilled of $0 and $100, S 32,410 S 55,
respectively
Prepaid expenses and other current assets (2) 654 1,
Other noncurrent assets (3) 51,776 48,
(1) Includes balances with SBC Communications, Inc. ("SBC"). Since the end
of the fiscal quarter ended December 31, 2002, SBC has ceased to be a
principal shareholder of the Company, according to SFAS 57, "Related
Party Disclosures", and thus is not a related party. SBC is not
included in the Company's related party balances as of March 31, 2003.
(2) Consists of accrued interest receivable on convertible debentures
issued to the Company by Certen Inc. ("Certen"), a company formed by
Bell Canada and the Company in January 2001.
(3) Consists of an investment by the Company in equity and convertible
debentures of Certen. The investment in Certen is accounted for under
the cost method, based on the Company's 10% ownership of Certen. As
part of its original commitment, the total additional financial
investment the Company will be making in Certen is approximately
$5,000, translated from Canadian dollars, which is the currency in
which all investments for the Certen transaction are denominated. The
majority of the Company's exposure to currency fluctuation with
respect to the convertible debenture component of this investment has
been hedged.
The Company licenses software and provides computer systems integration
and related services to Certen. The following related party revenue is
included in the statements of operations:
THREE MONTHS ENDED SIX MONTHS ENDED
MARCH 31, MARCH 31,
2003 2002 (1) 2003 2002 (
Revenue:
License $ 1,191 S 7,744 S 3,243 S 10,
Service 26,702 77,458 51,748 173,
(1) Including license and service revenue to SBC. The transactions

above include SBC as a related party for the three months and six
months ended March 31, 2002. For the three months and six months ended
March 31, 2003, SBC is not included in the Company's related party
transactions.

11
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AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

The following related party expenses are included in the statements of

income:

MARCH 31,
2003 2002
Operating expenses (1) :
Cost of service $ - S 751 S
Selling, general and administrative —= 73
Interest income and other, net (2) 458 420

THREE MONTHS ENDED

(1) In the three months and six months ended March 31, 2002, consists of lease
fees and miscellaneous support services purchased by the Company from
affiliates of SBC.

(2) Represents interest and exchange rate differences, net of hedging, on the
convertible debentures issued in connection with the Certen transaction.
Absent hedging, these amounts would be $3,601 and $4,611 for the three and
six months ended March 31, 2003, respectively, and $368 and $244 for the
three months and six months ended March 31,2002, respectively.

6. ACCOUNTS RECEIVABLE, NET

Accounts receivable, net consists of the following:
AS OF
MARCH 31, SEPTEMBER 30,
2003 2002

Accounts receivable - billed $ 254,314 S 314,828

Accounts receivable - unbilled 13,619 24,144

Less - allowances (29,419) (26,240)

Accounts receivable, net $ 238,514 S 312,732

7. COMPREHENSIVE INCOME

Comprehensive income represents the change in shareholders' equity
during a period from transactions and other events and circumstances from
nonowner sources. It includes all changes in equity except those resulting
from investments by owners and distributions to owners.

SIX MONTHS F
MARCH 31,

12
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The following table sets forth the reconciliation from net income to
comprehensive income for the following periods:

THREE MONTHS ENDED
MARCH 31,

Net income S 45,375 S 26,441
Other comprehensive income (loss):
Unrealized income (loss) on
foreign currency hedging
contracts, net of tax 3,666 (5,467)
Unrealized loss on
short-term interest-bearing
investments, net of tax (943) (2,586)

Comprehensive income S 48,098 S 18,388

10

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

8. INCOME TAXES

The provision for income taxes for the following periods consisted of:

THREE MONTHS ENDED

MARCH 31,
2003 2002
Current $ 7,623 S 20,327 $
Deferred 7,502 6,428
$ 15,125 S 26,755 $

SIX MONTHS E

MARCH 31,
2003
77,574 $
9,134
(1,049)

SIX MONTHS EN
MARCH 31,

The effective income tax rate from continuing operations varied from
the statutory Guernsey tax rate as follows for the following periods:

THREE MONTHS ENDED
MARCH 31,

SIX MONTHS
MARCH 3
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Statutory Guernsey tax rate 20% 20% 20%
Guernsey tax-—-exempt status (20) (20) (20)
Foreign taxes 25 28 25
Income tax rate before effect of 25 28 25

acquisitions—-related costs and
restructuring charges
Effect of amortization of goodwill
and purchased intangible assets,
in-process research and development
and restructuring charges - 22 -

Effective income tax rate 25% 50% 25%

As a Guernsey corporation with tax—-exempt status, the Company's overall
effective tax rate is attributable solely to foreign taxes and for fiscal
year 2003 is expected to be approximately 25%. Effective October 1, 2002,
following the adoption of FASB 142, the Company no longer amortizes goodwill
resulting from acquisitions. See Note 3 above. As a result, the non
tax—-deductible goodwill amortization no longer affects the Company's
effective tax rate.

In the three months and six months ended March 31, 2002, the Company
incurred non-cash charges related to the amortization of goodwill and
purchased intangible assets and in-process research and development in
connection with acquisitions and a restructuring charge. Since a significant
portion of such costs and charges is attributable to amortization of
goodwill, much of which is not tax deductible, the effective tax rate in the
three months and six months ended March 31, 2002 was adversely affected.
Excluding the impact of these items, the Company's overall effective tax
rate would have been 28% for the three months and six months ended March 31,
2002.

11

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

9. EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted
earnings per share:

THREE MONTHS ENDED SIX MONTH
MARCH 31, MARCH
2003 2002 2002
Numerator:
Net income S 45,375 S 26,441 S 77,574 S

14
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Denominator:
Denominator for basic earnings per
share-—
weighted average number of shares

outstanding (1) 215,797 222,995
Effect of dilutive stock options
granted 3,312 2,493
Denominator for diluted earnings per
share -

adjusted weighted average shares and

assumed conversions (1) 219,109 225,488
Basic earnings per share S 0.21 S 0.12
Diluted earnings per share S 0.21 S 0.12

(1) The weighted average number of shares outstanding includes

exchangeable shares held by shareholders of Amdocs Canada, Inc

(formerly Solect Technology Group Inc.
Company's acquisition of Solect in April 2000,

("Solect")) pursuant to the
which are exchangeable

for the Company's Ordinary Shares on a one-for-one basis.

The effect of the 2% Convertible Notes due June 1,
on diluted earnings per share was

Company in May, 2001 (the "Notes")

anti-dilutive for the three months and six months ended March 31,
was not included in the above calculation.

2002, and, therefore,
10. ACQUISITION

On November 28, 2001,

2008 issued by the

2003 and

the Company purchased from Nortel Networks

Corporation substantially all of the assets of its Clarify business

("Clarify"),

a leading provider of Customer Relationship Management
software to communications companies and other enterprise sectors.

(IICRMII )
The

purchase price was subject to final price adjustments that were settled in
October 2002 and resulted in an $11,111 reduction of the purchase price in

the first quarter of fiscal 2003.

The fair market value of Clarify's assets

and liabilities has been included in the Company's balance sheets and the
results of Clarify's operations have been included in the Company's

consolidated statements of income,

12

commencing on November 29,

2001.

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(in thousands,

except per share data)

The following is the final allocation of the purchase price and

deferred tax liability:

Net liabilities acquired
Core technology
Customer arrangements

$ (9,575)
13,400
34,800

215,711
2,468
218,179

$ 0.36
$ 0.36

15
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In-process research and development 17,400
Deferred tax liability (2,871)
Goodwill 147,735

S 200,889

Set forth below is the unaudited pro forma revenue, operating income,
net income and earnings per share as if Clarify had been acquired as of
October 1, 2001, excluding the write-off of purchased in-process research
and development:

SIX MONTHS
ENDED
MARCH 31,
2002
Revenue $ 897,910
Operating income 77,843
Net income 38,116
Basic earnings per share 0.17
Diluted earnings per share 0.17

11. OPERATIONAL EFFICIENCY AND COST REDUCTION PROGRAM

On November 27, 2002 the Company announced a series of measures
designed to reduce costs and improve productivity. In the first quarter of
fiscal 2003, the Company recorded a charge of $9,956, consisting primarily
of employee separation costs in connection with the termination of the
employment of approximately four hundred software and information technology
specialists and administrative professionals and for the write-off of
leasehold improvements and rent obligations. Except for certain lease
termination costs that will be paid over the respective lease terms, the
Company paid most of the remaining accrual balance of the cost reduction
program in the second quarter of fiscal 2003. The employee terminations
occurred at various locations around the world. In addition, the Company
implemented other cost reduction measures, including travel cuts and
reductions in other discretionary costs.

In the fourth quarter of fiscal 2002, the Company recorded a charge of
$20, 919, consisting primarily of employee separation costs in connection
with the termination of the employment of approximately one thousand
software and information technology specialists and administrative
professionals and for the write-off of leasehold improvements and rent
obligations. Except for certain lease termination costs that will be paid
over the respective lease terms, the Company paid most of the remaining
accrual balance of the cost reduction program in the first quarter of fiscal
2003.

In the first quarter of fiscal 2002, as part of a plan to achieve
increased operational efficiency and to more closely monitor and reduce
costs, the Company consolidated its Stamford, Connecticut data center into
its Champaign, Illinois facility, and closed the Stamford facility. As a
direct result of this closure, the Company recorded a restructuring charge
of $13,311 in the first quarter of fiscal 2002, primarily for the write-off
of leasehold improvements and rent obligations, with the remainder for
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employee separation costs.

13

AMDOCS LIMITED

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

All of the aforementioned charges are included in "restructuring
charges and in-process research and development".

As of March 31, 2003, the remaining accrual balances were $12,880.
Facility-related costs are expected to be paid through April 2012. Actual
future cash requirements may differ materially from the accrual as of March
31, 2003, particularly if actual sublease income 1is significantly different
from current estimates.

A summary of restructuring activities along with respective remaining
reserves follows:

EMPLOYEE
SEPARATION ASSET
COSTS FACILITIES WRITE-OFFS
Balance as of October 1, S 3,357 S 11,087 S -
2002
Charge in first quarter of
fiscal 2003 4,011 4,022 1,829
Cash payments (2,679) (1,061) -
Non-cash - - (1,829)
Balance as of December 31, 4,689 14,048 -
2002
Cash payments (4,205) (1,886) -
Adjustments (1) (60) - -
Balance as of March 31, 2003 S 424 S 12,162 S -

(1)

12.

Reflects differences in foreign exchange rates from balances paid
in currencies other than the U.S. dollar,
income and other, net".

which were charged to "interest

STOCK-BASED COMPENSATION

The Company accounts for stock-based compensation in accordance with
APB 25. Pursuant to this accounting standard, the Company records deferred
compensation for share options granted to employees at the date of grant
based on the difference between the exercise price of the options and the
market value of the underlying shares at that date. Deferred compensation is
amortized to compensation expense over the vesting period of the underlying
options. No employee stock-based compensation cost is reflected in net
income for the three months and six months ended March 31, 2003 and 2002, as

17
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all options granted were at an exercise price equal to the market value of
the underlying shares at the grant date.

The Company determined pro forma net income and earnings per share
information as if the fair value method described in SFAS No. 123, as
amended by SFAS No. 148, had been applied to its employee stock-based
compensation. The Company utilized the Black-Scholes option-pricing model to
estimate fair value, which is one of several methods that can be used under
SFAS 123. The Black-Scholes option valuation model was developed for use in
estimating the fair value of traded options that have no vesting
restrictions and are fully transferable. Option valuation models require the
input of highly subjective assumptions, including the expected share price
volatility. The Company's options have characteristics significantly
different from those of traded options, and changes in the subjective input
assumptions can materially affect the fair value estimates.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(in thousands, except per share data)

The fair value of options granted was estimated at the date of grant
using the Black-Scholes pricing model with the following assumptions for the
presented periods (all in weighted averages):

THREE MONTHS ENDED SIX MONTHS ENDE
MARCH 31, MARCH 31,
2003 2002 2003 2
Risk-free interest rate 2.72% 2.85% 2.72%
Expected life of options 2.92 4.51 2.93
Expected annual volatility 0.83 0.68 0.84
Expected dividend yield None