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% Global Crossing-

John ] Legere
Chief Executive Officer

To Our Shareholders:

When Global Crossing began business 11 years ago, it was with a simple premise: That people and companies
would rise up to invent new ways to communicate using innovative Internet technologies...and that end-users
would put to personal and business use the technological revelution that has since swept our world.

Today, that simple premise of connecting customers to the people and information they need—in the form of
data, video and voice riding broadband facilities—has proven to be insightful.

Our vision is ratified. Qur expertise is proven. And customers around the world are turning to the builder of the
world’s first global IP network for the products and services they need, and for the expertise that helps them
maximize profits, control costs and serve customers better than their competition.

In 2007, our company delivered solid progress toward achieving its vision to be the recognized leader in global,
next-generation, integrated transport and hosting solutions.

Delivering A World of Progress in 2007

Global Crossing focuses its resources to realize our goal of profitable and sustainable growth, leading to
shareholder value. Profitable growth is the guide for all that we do. From smartly managing our financial
performance to delivering a differentiated customer experience...from prudently investing in our products and
services to focusing on our people — these are the strategic imperatives that guide our business.

This focus helped us deliver solid progress in 2007, and build momentum that is continuing apace in 2008. Our
progress has been recognized by industry and financial analysts and by our customers, who in many cases have
commended our superior customer experience.

That's validation for our company’s operational expertise. It also supports the strategic initiatives we undertook
three years ago to transform our company, setting the stage for the creation of shareholder value.

In 2007, we added new customers and delivered consistent revenue growth, margin expansion and progress
toward positive cash flow, and focused on the “Invest and Grow” portion of our business.

The acquisitions of Fibernet in 2006, and of Impsat in 2007, are contributing nicely to our results and building
our competitive position. This year, we are globalizing select product capabilities from these acquisitions, using a
careful capital investment strategy.

In the UK, our Fibernet a(;quisition added valuable product capabilities, such as Ethernet services, and a more
diversified base of customers. We will expand those Ethernet capabilities to other parts of the world.

In Latin America, the Impsat business has increased our presence there, extending our long-haul network to
major commercial centers and bringing many regional customers on-net. It also added data center services to our
portfolio. We will expand those data center and collocation capabilities to other parts of the world.

By executing the strategic plan we set three years ago, Global Crossing has improved significantly.

We have expanded our global reach. We have focused on specific target markets. And we have developed our
advanced IP suite of solutions. Together, these initiatives position Global Crossing to capitalize on market
opportunities and build on our foundation for growth.




A World of Progress in Financial Performance

For the full year, we achieved substantial growth in revenue, margin and adjusted cash EBITDA*. And, we
continued to reduce access costs. Financially and competitively, we are a different company today than we were
a few short years ago.

Global Crossing ended 2007 stronger and healthier, delivering financial performance that clearly stems from our
strategic imperatives.

»  We delivered nearly $2.3 billion in total revenue, with more than $600 million of that coming in
the fourth quarter. “Invest and Grow” revenue grew 44 percent compared to 2006. Excluding our
acquisitions of Fibernet and Impsat, it stiil grew 20 percent. In addition, we continue to manage our
wholesale voice business for margin and cash flow. Revenue in this business is expected to remain
relatively stable going forward.

+  We delivered $80 million in savings from cost-of-access initiatives. These savings, together with our
improved product mix, allowed us to hold access-cost increases to just 2 percent, despite our 21 percent
increase in revenue.

»  We produced $1.1 billion in adjusted gross margin*, which grew from 40 percent of revenue in
2006 to nearly 50 percent in 2007. This is a direct result of management actions to create a much
healthier product mix, which continues to improve today.

«  We grew adjusted cash EBITDA to $174 million, an improvement of $199 million versus full-year
2006. This represents the completion of our first year of positive adjusted cash EBITDA generation
since our restructuring, and clearly demonstrates the results of our organic and inorganic initiatives.
I'm pleased to report that all business segments—GC Impsat, GCUK and Rest of World—contributed
positively for the second half of the year.

I’'m also happy to report that we closed 2007 with a cash balance of $450 mitlion.

L)
A World of Progress in Satisfying Our Customers

We are folbused on two key areas as part of our strategic imperative to satisfy our customers better than the
compelitioln.

First, we ére selectively adding sales and sales support personnei to capitalize on the robust market advances
we're expenencmg in our targeted enterprise, carrier data and indirect sales channels. This will enable us to
extend our expertise to a greater number of customers, while scaling the back-end of our customer provisioning,
servicing and care operations to the growth in revenue.

Second, we are determined to further improve customer experience. This has become a leading differentiator for
our company, based on quantifiable feedback from our customers. They tell us they value our understanding of
how communication services affect their business, our flexible approach, and the quality service and support they
receive frc}m our company.

I’m proud to say that our company significantly outperforms other service providers on customer saUSfactlon
metrics. This is evidenced by the fact that while 98 percent of our customers are “satisfied,” 68 percent are “very
sausﬂed”!—mgmﬁcantly more than the 55 percent of customers who were “very satisfied” with our competitors.

That’s a Hirect result of commitments our company made in 2007 to improve the customer experience we
deliver; '
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« We engaged IBM to conduct an independent, in-depth survey of our customers. This led to
'management adopting a new strategic direction, with a focus on “service assurance”—providing
continuous service monitoring, performance optimization and fast trouble resolution, enabling superior

l‘end-to-end service.

* A deﬁn!irion and reconciliation of all non-GAAP financial metrics in this report to the most direcily
comparable financial measure calculated and presented in accordance with U.S. Generally Accepted
Accounting Principles (GAAP) can be found on the pages entitled “Definitions and Reconciliations of Non-
GAAP Financial Metrics Referenced in CEO Letter” following the annual report on Form 10-K.




We are investing in enhancements to our uCommand self-service portal for customers. This
further automated pricing and ordering capabilities for our customers—something they said they
wanted. It also gave them the ability, 24x7, to “test and turn up” new services at their convenience, a
critical need for our global customers.

To ensure ongoing focus in this area, we created the position of Vice President of Customer
Experience Reengineering. This continues to ensure our company brings a laser-like focus to
customer experience and to maintaining its role as a differentiator for our customers. In addition, this
executive and her team have built a strategic foundation for our 2008 investments in this critical area.

A World of Progress in Investing in Qur Products and Services

Our company continues its leadership in developing and enhancing innovative products and services that
comprise our IP solutions set, and in focusing on convergence in complex information and communications
technologies. Advances we made in 2007 in four key areas—data center services, Ethernet, IP-VPN and VolP—
continue to be greeted by growing customer demand.

We made good progress last year:

Data center services offer us solid margin opportunities, as supply tightens in select world markets.
QOur decision at the end of 2007 to expand our European data center capabilities will give customers the
infrastructure they need to make their applications available globally and, eventually, enable us to serve
them with more robust hosting solutions. This supports our intention to fully leverage our GC Impsat
acquisition,

Ethernet services offer our company a chance to create seamless solutions sets that will help
enterprises move into next-generation communications. Qur goal is to create a portfolio that’s
interconnected and gives customers the ability to better control their traffic routing. This supports our
investment in GCUK and our efforts to leverage those assets globally.

IP-VPN services benefited from investments we made leading to this year’s extension of cur levels of
service from three to six. This gives our customers more choices in how they prioritize data, video and
voice traffic over their IP-VPNs, and ensures our company maintains its leadership position in this
area.

VolP services grew as well in our product portfolio last year, when we expanded VoIP local service
into 16 Mexican markets and nearly 400 additional cities in the U.S. This also reinforced our leadership
role in [P communications.

Of course, a key metric for determining the success of a company’s product set is the view of outside experts. In
2007, Global Crossing was recognized for its quality products, services and management expertise:

We won the “Best Wholesale Strategy 2007” Award from Capacity magazine,

We were one of only three Information and Communications Technology (ICT) providers, out of 24
companies, to receive “outstanding” or “excellent” customer satisfaction ratings across all five
categories in a survey conducted by Telemark Services Lid.

We were rated as a “strong performer” by Forrester Research in the Global WAN Services Wave and
VolP Services Wave.

We won the Frost & Sullivan “Global Excellence in Enterprise and Carrier 1P Solutions” Award.

We were cited by Microsoft for our innovative role as a tester for Office Communications Server.

We won a Five-Star Rating from the British Safety Council.

The people of Global Crossing take great pride in these resuits.
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A World of Progress in Focusing on Our People

We laid the groundwork in 2007 for ensuring an engaged workforce. We recognize that no company can reach its
maximum potential without an engaged and enthusiastic team of employees. We invest time, energy and
resources tcl'> ensure that our employees will be key differentiators for our customers.

We took action last year to enhance employees’ abilities to impact the business and to support their engagement
within it: |
+  We invested in further developing our leaders, ensuring we continue to have the “bench strength” for ‘
success and that our people have rewarding careers.

. Gliven our acquisitions, particularly in Latin America, we invested in a tool that enables employees to
learn additional languages—and, so far, more than 700 people have participated. w

*  We enhanced our formal “orientation” program for new hires,
. V’v’e implemented programs that reduced new-hire Sales attrition by more than 20 percent.
»  We introduced an improved employee recognition program, which provides rewards for significant

employee accomplishments,

Additionally, 1 have formally commissioned an Employee Engagement Program Team, led by our executive vice
president of Operations. This is a team of 24 people from multiple areas across the business who have a “bias for
action.” This team is focused on promoting and raising employee engagement, and their work already is having
an impact on our company.

A World of Progress to Continue in 2008

Of course,| we are not without our challenges in 2008. We continue to monitor global economies and financial
markets. We are closely tracking industry pricing trends. And we’re ensuring that we remain vigilant in aligning
our cost structure and capital investments with our revenue growth.

Our company does, however, face a unique opportunity, and management is focused on seizing it.

Our priorities are those you would expect of a growth company. Specifically, we will continue to:
+  Tightly manage the relationship between revenue growth, capital investment and cost structure.

. ]!3uild new ways to create customer loyalty through investment in the people, tools and technology that
enhance the customer experience we deliver.

| . - - -
«  Invest in new additions to our solutions portfolio, such as Ethernet and data center services.

«  Pursue a set of initiatives to ensure our employees are fully engaged, which is the key to creating a
sustainable competitive advantage.

In conclusion, I'm proud of the direction in which we are moving—to a converged world of data, video and voice
where we continue to satisfy customers, deliver on our financial commitments, and deploy our strategic
imperatives for growth.

Thank you;l for your ongoing support. I look forward to outlining for you our 2007 results and our 2008 plans on
June 24, 2,008, at our Annual General Meeting of Shareholders in Short Hills, N.J.

April 29, 2008
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Apnl 29, 2008
Dear Shareholder:

The Board of Directors cordially invites you to attend the 2008 Annual General Meeting of Shareholders, which
we will hold at 9:00 a.m., Eastern Daylight Time, on June 24, 2008 at Hilton Short Hills, 41 John F. Kennedy
Parkway, Short Hills, New Jersey.

The Notice of 2008 Annuat General Meeting and Proxy Statement accompanying this letter describe the business
to be acted upon at the meeting. The annual report for the year ended December 31, 2007 is also enclosed.

It is important that your shares be represented at the Annual General Meeting, whether or not you plan to attend
the meeting in person. Please complete, sign and date the enclosed proxy card and return it in the accompanying
prepaid envelope to ensure that your shares will be represented at the meeting.

Thank you for your continued support.

e crmale—s

LODEWIK CHRISTIAAN VAN WACHEM
Chairman of the Board of Directors
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Notice of 2008 Annual General Meeting of Shareholders

We will hold the 2008 Annual General Meeting of Sharcholders (the “annual meeting™) of Global Crossing
Limited (“Global Crossing™) at Hilton Short Hills, 41 John F. Kennedy Parkway. Short Hills, New Jersey, on
June 24, 2008, at 9:00 a.m., Eastern Daylight Time, for the following purposes:

To receive the report of the independent registered public accounting firm of Global Crossing and the financial
statements for the year ended December 31, 2007 and to take action on the following proposals:
1. To elect two members of the Board of Directors;

2. To appoint Emst & Young LLP as the independent registered public accounting firm of Global
Crossing for the year ending December 31, 2008 and to authorize the Audit Committee to determine
their remuneration; and

3. To transact any other business that may properly come before the annual meeting and any adjournment
or postponement of the meeting.

Only common and preferred shareholders of record at the close of business on April 25, 2008, which has been
fixed as the record date for notice of the annual meeting, are entitled to receive this notice and to vote at the
meeting,.

It is important that your shares be represented at the annual meeting. Whether or not you expect to attend the

meeting, please vote by completing, signing and dating the enclosed proxy card and returning it promptly in the
reply envelope provided.

By order of the Board of Directors,

%WW‘“

MITCHELL C. SUSSIS
Secretary, Senior Vice President & Deputy General Counsel

April 29, 2008
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2008 PROXY STATEMENT

GENERAL INFORMATION

The Board of Directors (the “Board” or “Board of Directors”) of Global Crossing Limited, a Bermuda
company (“GCL” or the “Company™), is soliciting your proxy for use at the Annual General Meeting of
Shareholders to be held on June 24, 2008 (the “annual meeting™). These proxy materials are being mailed to
shareholders beginning on or about April 29, 2008.

Our principal executive offices are located at Wessex House, 45 Reid Street, Hamilton HM12, Bermuda.
Our telephone number is 441-296-8600. You may visit us at our website located at www.globalcrossing.com.

Date, Time and Place

We will hold the Annual General Meeting at Hilton Short Hills, 41 John F. Kennedy Parkway, Short Hills,
New Jersey, on June 24, 2008 at 9:00 a.m., Eastern Daylight Time, subject to any adjournments or postponements.

Who Can Vote; Votes Per Share

Common and preferred shareholders of record at the close of business on April 25, 2008 are eligible to vote at
the annual meeting. As of April 14, 2008, we had outstanding 55,467,584 shares of common stock, par value U.S.
$0.01 per share, and 18,000,000 shares of 2.0% Cumulative Senior Convertible Preferred Shares (the “Senior
Preferred Shares™), par value U.S. $0.10 per share. As of April 14, 2008, all of the Senior Preferred Shares and
29,356,431 common shares were held by a subsidiary of Singapore Technologies Telemedia Pte Ltd (“ST
Telemedia™). representing 64.5% of the shares eligible to vote at the Annual General Meeting. The Senior Preferred
Shares are convertible into common shares on a one-for-one basis, subject to adjustment in certain circumstances.

Under our bye-laws and the centificate of designations for the Senior Preferred Shares, each common share and
each Senior Preferred Share currently entitles the holder to one vote on all matters entitled to be voted on by holders of
our common shares, with the Senior Preferred Shares and the common shares voting together as a single class. Each
common share and each Senior Preferred Share will therefore be entitled to one vote on each proposal described in this
proxy statement, Although the holders of the common shares and Senior Preferred Shares also have certain separate
class voting rights under Bermuda law, no separate class vote will take place at the 2008 annual meeting.

Important Notice Regarding the Internet Availability of Proxy Materials for the Shareholder Meeting to
be Held on June 24, 2008

In accordance with rules and regulations recently adopted by the U.S. Securities and Exchange Commission,
we are now posting our proxy materials on the internet free of charge at www.edocumentview.com/glbx. Our
proxy materials include this proxy statement and our 2007 Annual Report, which includes our Annual Report on
Form 10-K for the year ended December 31, 2007.

Quorum and Voting Requirements

The presence in person or by proxy of at least two shareholders entitled to vote and holding shares representing
more than 50 percent of the votes of all outstanding common shares and Senior Preferred Shares will constitute a
quorum at the annual meeting. Abstentions and broker “non-votes™ are counted for purposes of establishing a quorum.
A broker “non-vote” occurs when a nominee (such as a broker) holding shares for a beneficial owner does not vote on
a particular proposat because the nominee does not have discretionary voting power for that particular matter and has
not received instructions from the beneficial owner. Under applicable stock exchange rules, we believe that nominees
will generally have discretionary voting power with respect to Proposals 1 and 2 set forth betow.
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Approval of each of the proposals set out below requires the affirmative vote of at least a simple majority of
the votes cast. Abstentions and broker “non-votes,” if any, will not affect the voting results, although they will
have the practical effect of reducing the number of affirmative votes required to achieve a majority by reducing
the total nurrber of shares from which the majority is calculated.

How to Votle

If y()urf shares are held in the name of a bank, broker or other holder of record, you will receive instructions
from the holder of record that you must follow in order for your shares to be voted. If you are the shareholder of
record, you|may either vote in person at the meeting or by proxy. Shareholders of record can vote by proxy in
any one of the three following ways: over the internet; by ielephone; or by completing, signing, dating and
returning a |proxy card. All common shares represented by a proxy properly delivered by the shareholder of
record and received by our transfer agent, Computershare Trust Company, N.A. (“Computershare”}, (1} by 2:00
a.m., Eastern Daylight Time, on June 24, 2008, if you are voting over the internet or by telephone, or (2) by 5:00
pm., Eastern Daylight Time, on June 23, 2008, if you are voting by proxy card, will be voted as specified in the
proxy, unless validly revoked as described below. If you return a proxy card by mail and do not specify your
vote, your shares will be voted as recommended by the Board of Directors.

As an ?ltemative to appointing a proxy, a shareholder that is a corporation may appoint any person to act as
its represenllative by delivering written evidence of that appointment, which must be received at our principal
executive offices not later than one hour before the time fixed for the beginning of the meeting. A representative
so appointed may exercise the same powers, including voting rights, as the appointing corporation could exercise
if it were an individual sharcholder.

|

The Board of Directors is not currently aware of any business that will be brought before the annual meeting
other than the proposals described in this proxy statement. If, however, other matters are properly brought before
the annual meeting or any adjournment or postpenement of the meeting, the persons appointed as proxies will
have, unless the terms of their appointment otherwise provide, discretionary authority to vote the shares
represenledll by duly executed proxies in accordance with their discretion and judgment.

|
Revocation of Proxies

You [ay revoke your proxy or, in the case of a corporation, its authorization of a representative, before it is
voted (1) by so notifying the Secretary of the Company in writing at the address of our principal executive
offices not less than one hour before the time fixed for the beginning of the meeting; (2) by submitting a new
proxy via the internet or by telephone to Computershare by 2:00 a.mn., Eastern Daylight Time, June 24, 2008;
(3) by signing and dating a new and different proxy card and mailing it to Computershare such that it is received
by Computershare by 5:00 p.m., Eastern Daylight Time, June 23, 2008; or (4) by voting your shares in person or
by an appolinted agent or representative at the meeting. You cannot revoke your proxy merely by attending the
annual meeting.

Proxy Soli}:itation

We will bear the costs of soliciting proxies from the holders of our common shares. Proxies will initially be
solicited b:lv us by mail, but directors, officers and selected other employees of the Company may also solicit
proxies byi personal interview, telephone, facsimile or e-mail. Directors, executive officers and any other
employeeslwho solicit proxies will not be specially compensated for those services, but may be reimbursed for
out-of-pocket expenses incurred in connection with the solicitation. Brokerage houses, nominees, fiduciaries and
other custodians will be requested to forward soliciting materials to beneficial owners and will be reimbursed for
their reasonable out-of-pocket expenses incurred in sending proxy materials to beneficial owners. We have
engaged Giaorgeson, Inc. to assist us in coordinating the mailing of proxy materials at an estimated fee of $1,500
plus disbursements. Computershare has agreed to assist us in connection with the tabulation of proxies.

2




2007 Audited Financial Statements

Under our bye-laws and Bermuda law, audited financial statements must be presented to shareholders at an
annual general meeting of shareholders. To fulfill this requirement, we will present at the annual meeting
consolidated financial statements for the fiscal year 2007, which have been audited by Ernst & Young LLP.
Copies of those financial statements are included in our 2007 Annual! Report to Shareholders (the “Annual
Report”), which is attached to this proxy statement. Representatives of Ernst & Young LLP are expected to
attend the annual meeting and to respond to appropriate questions and will have the opportunity to make a
statement should they so desire. No vote is required by shareholders with respect to our 2007 audited financial
statements.




|
|
! DIRECTORS AND EXECUTIVE OFFICERS

Our byel-laws provide that ST Telemedia and any of its subsidiartes that are sharecholders of the Company
from time to[time (the “STT Sharekolder Group™) will be able to appoint up to eight (8} directors to our Board
based upon the STT Shareholder Group’s percentage ownership of our shares at any given time. Specifically, for
so long as the STT Shareholder Group owns both Global Crossing common shares and Senior Preferred Shares
representing in the aggregate not less than the percentages set forth below of our outstanding common shares
calculated on a fully diluted basis, the STT Shareholder Group will be entitled to appoint the numbers of
Directors indicated below to our Board, holding office at any one time, each for a term of three years (which can
be renewed).

Percentage of Fully Diluted Common Shares Number of Director Designees

; 50% or more

8
| At least 35% 6
| At least 20% 4

At least 5% (or, if less, 50% of the aggregate number 2

of common | shares (calculated on an as-converted

basis) acqmred by the STT Shareholder Group on

December 9, '2003)

If the sEare ownership percentage of the STT Shareholder Group at any time falls below one of the
thresholds Sp! cified above, then the term of office of the number of Directors that the STT Shareholder Group is
no longer entitled to appoint shall terminate at the following meeting of Shareholders (whether annual or
special). W

In additi.on, for so long as the STT Shareholder Group is entitled to appoint at least two Directors, a Director
designated byI the STT Shareholder Group shall serve as (i) Chairman of the Board, (i1) Chairman of the Audit
Committee (io the extent permitted by applicable stock exchange rules), (iii) Chairman of the Compensation
Committee, <iv) Chairman of the Executive Committee and (v) Chairman of the Nominating and Corporate
Govemance Committee.

|
In addition to the STT Shareholder Group’s Director designation rights above, the STT Shareholder Group
may elect ad%iitiona] directors due to its holdings of 64.5% of the shares eligible to vote at the Annual General
Meeting.




The following table sets forth the names, ages and positions of our Directors, Executive Committee
members and executive officers. Additional biographical information concerning these individuals is provided in
the text following the table. The Directors’ committee assignments are also set forth below, with the committees
further discussed below under “Board Meetings and Committees.”

Name E Position

Lodewijk Christiaan van Wachem .... 76 Chairman of the Board of Directors 3

Peter Seah LimHuat ............... 61 Vice Chairman of the Board of Directors 4

E.C. “Pete” Aldridge, Jr. ............ 69 Director 1.2.3

ArchieClemins ................... 64 Director 2.4

Donald L. Cromer ................. 72 Director 2.5

Richard R, Erkeneff ............... 72 Director 2.3

leeThengKiat ................... 35 Director 1.4.5

Charles Macaluso ................. 64 Director 1.3

Michael Rescoe . .................. 55 Director 3

RobertJ.Sachs ................... 59 Director 3

StevenT.Clontz .................. 57 Member of Executive Committee

Jeremiah D. Lambert .. ............. 73 Member of Executive Committee

John). Legere .................... 50  Chief Executive Officer !

HéctorR. Alenso ... ... 50 Managing Director, Global Crossing Latin America

NeilBarua ...........cvvevinnn. 30 Chief Administrative Officer

Gary Breauninger ................. 40  Chief Marketing Officer

DavidR.Carey ................... 54 Executive Vice President, Strategy and Corporate Development

Anthony D. Christie . .............. 47 Managing Director, Global Crossing UK and Europe and
Executive Vice President

Daniel J. Enright . ................. 48 Executive Vice President, Global Operations

Robert A.Klug ................... 40  Chief Accounting Officer

Jean FH.P.Mandeville ............. 48 Executive Vice President and Chief Financial Officer

John B.Mc¢Shane ... ............. 46 Executive Vice President and General Counse!l

John R. Mulhearn, Jr. .............. 57 Executive Vice President, Global Access Management

Daniel J. Wagner ... ............... 43 Executive Vice President, Enterprise Sales and Collaboration
Services

Member, Executive Committee
Member, Government Security Committee
Member, Audit Committee
Member, Compensation Committee
Member, Nominating and Corporate Governance Committee

L L

Director Nominees

The terms of the following two directors will expire at the annual meeting, and they have been nominated
for re-election by the Board of Directors for a term expiring at the 2009 Annual General Meeting of
Shareholders.

Charles Macaluso—MTr. Macaluso has served as a Director of Global Crossing since December 2003. He i3
a founding principal and the chief executive officer of Dorchester Capital Advisors (formerly East Ridge
Consulting, Inc.), a management consulting and corporate advisory firm founded in 1996. From March 1996 1o
June 1998, Mr. Macaluso was a partner at Miller Associates, Inc., a company principally involved in corporate
workouts. From 1989 to 1996, Mr. Macaluso was a partner at The Airlie Group, LLP, a fund specializing in
leveraged buyout, mezzanine and equity investments. Mr. Macaluso currently serves as a member of the board of
Lazy Days, RV, as the lead director of Darling International, and as the chairman of the board of Geo Specialty
Chemical and Global Power Equipment Group,

Michael Rescoe—Mr. Rescoe has served as a Director of Global Crossing since December 2003. He has
served as executive vice-president and chief financial officer of Travelport Ltd. (travel services), a privately held
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company, since November 2006. He served as executive vice president and chief financial officer of the
Tennessee \}Ialley Authority, a federal corporation that is the nation’s largest public power provider, from July
2003 until November 2006. Mr. Rescoe was a senior officer and the chief financial officer of 3Com Corporation,
a global tecl%mology manufacturing company specializing in Internet connection technology for both voice and
data applications, from April 2000 until November 2002. During 1999 and 2000, Mr. Rescoe was associated with
Forstman Little, a leveraged buyout firm. Prior thereto, Mr. Rescoe was chief financial officer of PG&E
Corporation, a power and natural gas energy holding company, since 1997. For over a dozen years prior to that
Mr. Rescoe was a senior investment banker with Kidder, Peabody and a senior managing director of Bear Stearns
specializing |in strategy and structured financing.

]
Directors ofithe Company with Terms to Expire at the 2010 Annual General Meeting of Shareholders

The lnmal three year term of the following directors was scheduled to expire at the annual meeting and the
STT Shareholder Group reappointed the eight members o a term of three years, expiring at the Annual General
Meeting of Shareholders in 2010.

Lodewijk Christiaan van Wachem—MTr. van Wachem has served as a Director of Global Crossing since
December 2003. He is currently a member of the board of directors of ATCO (Canada) Lid. (energy and
logistics). Hel: was chairman of the board of directors of Zurich Financial Services from 1993 through April 2005
and was chaiirman of the supervisory board of Royal Philips Electronics N.V. from 1993 through March 2005. He
became a director of Royal Dutch Shell Group in 1977, president in 1982 and chairman of the commitiee of
managing directors in 1985, He served in that capacity until 1992, when he was appointed chairman of the
supervisory board of the Royal Putch Petroleum Company, a position he held through July 2002. Until 2002 he
also served gn the supervisory boards of Akze Nobel, BMW and Bayer, as well as on the board of directors of
International|Business Machines Corp.

Peter Seah Lim Huat—MTr. Seah has served as vice chairman of the Board of Directors of Global Crossing
since Decem‘ber 2003. Since January 2005 he has been a member of the Temasek Advisory Panel of Temasek
Holdings (Private) Limited (investment company) and since November 2004 he has been a Deputy Chairman on
ST Telemedja’s board of directors. From December 2001 until December 2004 he was president and chief
executive officer of Singapore Technologies Pte Ltd (“ST”) and also a member of its board of directors. Before
joining ST i in December 2001, he was a banker for the prior 33 years, retiring as vice chairman & chief executive
officer of Overseas Union Bank in September 2001. Mr. Seah is chairman of SembCorp Industries Limited,
Singapore Technologies Engineering Lid and Singapore Computer Systems Limited. Presently, he also sits on
the boards of CapitalLand Limited, Chartered Semiconductor Manufacturing Lid, StarHub Ltd (“StarHub”) and
STATS Chif)PAC Ltd. Mr. Seah also serves on the boards of the Government of Singapore Investment
Corporation, PT Indosat Tbk and Siam Commercial Bank Public Company Limited. He is also the vice president
of the Singapore Chinese Chamber of Commerce & Industry and the honorary treasurer of Singapore Business
Federation CPunciI.

E.C. “Pete” Aldridge, Jr—Mr. Aldridge has served as a Director of Global Crossing since December
2003. He curremly serves on the boards of Lockheed Martin Corporation (systems integrator, information
technology) and Alion Science and Technology Corporation (technology). From May 2001 until May 2003,
Mr. Aldndge| served as Under Secretary of Defense for Acquisition, Technology, and Logistics. In this position,
he was responsible for all matters relating to U.S. Department of Defense acquisition, research and development,
advanced technology, international programs, and the industrial base. Prior to this appointment, Mr. Aldridge
served as ch:ef executive officer of Aerospace Corporation from March 1992 through May 2001; president of
McDonnell Douglas Electronic Systems from December 1988 through March 1992; and Secretary of the Air
Force from June 1986 through December 1988. Mr. Aldridge has also held numerous other senior positions
within the Department of Defense.

Archie IClemins—Mr. Clemins has served as a Director of Global Crossing since December 2003. He has
been, since January 2000, the owner and president of Caribou Technologies, Inc., and, since November 2001,
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co-owner of TableRock International LLC, both international consulting firms, and concentrates on the transition
of commercial technology to the government sectors, both in the United States and Asia. In addition to serving
on the boards of other technology and venture capital concerns, Mr. Clemins is a Limited Partrer with Highway
12 Ventures and is the chairman of Advanced Electron Beams, Inc., which focuses on low energy electron beam
technology. As an officer of the United States Navy from 1966 through December 1999, Mr. Clemins’ active
duty service included command of the attack submarine USS Pogy. Promoted to Flag (General Officer) rank in
1991, he had five follow-on assignments, including Commander, Pacific Fleet Training Command in San Diego,
California and Commander, Seventh Fleet, headquartered in Yokosuka, Japan. Mr. Clemins concluded his
military career in Hawaii as an Admiral and the 28th Commander of the U.S. Pacific Fleet.

Donald L. Cromer—Mr. Cromer has served as a Director of Global Crossing since December 2003. He
currently acts as a consultant to the U.S. Department of Defense, the United States Air Force, Booz Allen
Hamilton Inc. (a strategy and technology consulting firm) and the Institute for Defense Analysis. He currently
serves as chairman of the board of trustees for the Aerospace Corporation and is a member of the Corporation of
Draper Laboratory, Inc. (a not-for-profit laboratory for applied research, engineering development, education,
and technology transfer). He also serves on the boards of the following private companies: Universal Space
Network, Vadium, Inc., and Innovative Intelcom Industries. He is also affiliated with the California Space
Authority. General Cromer’s military career in the Air Force spanned 32 years. He retired in 1991 as the
Commander of Space Division, Los Angeles, California (the satellite, missile and launch vehicle acquisition
center for the Air Force). Subsequent to his retirement, he joined Hughes Space and Communications Company
and served as president from 1993 to 1998.

Richard R. Erkeneff—Mr. Erkeneff has served as.a Director of Global Crossing since December 2003. He
was, from October 1995 until August 2003, president and chief executive officer of United Industrial Corporation
(“UIC™), a company focused on the design and production of defense, training, transportation and energy
systems. Mr. Erkeneff also served as a director of UIC from October 1995 to May 2005. In addition,
Mr. Erkeneff was chief executive officer of AAI Corporation (“AAI"), a wholly-owned subsidiary of UIC
responsible for the design, manufacture, testing and support of advanced Tactical Unmanned Aerial Vehicles,
from November 1993 until August 2003, and president of AAI from November 1993 to January 2003. Prior to
joining AAI, Mr. Erkeneff held positions as senior vice president of the Aerospace Group at McDonnell Douglas
Corporation, and president and executive vice president of McDonnell Douglas Electronics Systems Company.

Lee Theng Kiat—Mr. Lee has served as a Director of Global Crossing since December 2003. He has been
president and chief executive officer of ST Telemedia since 1994. He joined ST in 1985 and has held various
senior ST positions including directorships in Legal and Strategic Business Development. In 1993, following
ST’s decision to enter the telecommunications sector, Mr. Lee spearheaded the creation of ST Telemedia as a
new business area for ST. Mr. Lee, a lawyer by training, began his career as an officer of the Singapore Legal
Service, remaining with that entity for more than eight years. Mr. Lee also serves on the board of directors of
several publicly listed companies including StarHub and TeleChoice International Limited and on the board of
commissioners of PT Indosat Tbk.

Robert J. Sachs—Mr. Sachs has served as a Director of Global Crossing since December 2003. He has
been a principal of Continental Consulting Group, LLC, a Boston, Massachusetts based consulting firm serving
the cable television industry, since February 2005, having previously held that same position from January 1998
through July 1999. From August 1999 through February 2005, Mr. Sachs was president and chief executive
officer of the National Cable & Telecommunications Association (NCTA), the principal trade association of the
cable industry in the United States, representing cable television operators, program services, and equipment and
service providers. Prior to.co-founding Continental Consulting Group in 1998, Mr. Sachs served in various legal
and executive capacities for Continental Cablevision, Inc. and its successor, MediaOne, for 18 years. Mr, Sachs
serves as a director of StarHub, a Singapore cable television and mobile telephone company in which ST
Telemedia holds a control position. Mr. Sachs also serves as a director of Big Band Networks, Inc., a supplier of
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hardware ar'ld software technology to the cable and telephone industries. In'addition, Mr. Sachs serves as a trustee
of the DanTFarber Cancer Institute, the Citi Performing Arts Center and WGBH Educationa! Foundational and
is chairmanof the board of the National Coalition for Cancer Survivorship.

Executive Committee Members

Steven T. Clontz—Mr. Clontz has served as a member of the Executive Committee of Global Crossing
since Decer'nber 2003 and is chief executive officer of StarHub, having joined StarHub in that capacity in January
1999. Mr. Clontz has also served as a director of StarHub since 1999. From December 1995 through December
1998, Mr. Clontz served as chief executive officer, president and a director of IPC Information Systems, based in
New York Clty Prior to that, Mr. Clontz worked at BellSouth International, joining in 1987 and holding senior
executive ppsitions of increasing responsibility, serving the last three years as president Asia-Pacific. Mr. Clontz
currently sarves as a director of Interdigital Communications Corporation, Equinix and LiveCargo. Mr. Clontz
began hlS career as an engineer with Southern Bell in 1973.

Jeremiah D. Lambert—Mr. Lambert has served as a member of the Executive Committee of Global
Crossing since December 2003 and served the Company’s predecessor as co-chairman of the Board, chaired its
audit comm'mee ‘and special committee on accounting matters, and also served as a member of its compensation
committee untll December 2003. A Global Crossing director since April 2002, Mr. Lambert served as chairman
of the board of directors of the Company’s former subsidiary, Asia Global Crossing, Ltd. (“Asia Global
Crossing™),| from September 2002 through March 2003. As a founder and partner in Lambert & Thm LLP, a
Washington D.C. law firm, Mr. Lambert is a nationally known lawyer whose practice has focused on corporate
clients in regulated industries, including those in the electricity, natural gas and telecom sectors. Mr. Lambert
served- as a senior partner in Shook, Hardy & Bacon L.L.P. from December 1997 until April 2002, when he
withdrew t0 join the Company’s predecessor’s board of directors. Prior to that date, Mr. Lambert was the
co-founder and chair of Peabody, Lambert & Meyers, P.C., a law firm in Washington, D.C. Mr. Lambert began
his legal prLcnce at Cravath, Swaine & Moore in New York City and is a frequent lecturer and author on legal
topics.

John J Legere——Mr Legere has been chief executive officer of Global Crossing since October 2001 and
has served 'as a member of the Executive Committee of the Board since December 2003. He also served as a
director of the Company’s predecessor from October 2001 through December 2003. He served as president and
chief executive officer of Asia Global Crossing from February 2000 until January 2002, Mr. Legere has two
decades of {expenence in the telecommunications industry. Prior to joining Asia Global Crossing, he was senior
vice presndent of Dell Computer Corporation and president for Dell’s operations in Europe, the Middle East and
Africa from July 1999 until February 2000, and president, Asia-Pacific for Dell from June 1998 until June 1999,
From ApnlIl994 to November 1997, Mr. Legere was president and chief executive officer of AT&T Asia/Pacific
and spent time also as head of AT&T Global Strategy and Business Development. From 1997 to 1998, he was
president of worldwide outsourcing at AT&T Solutions.

Other Executive Officers of the Company

He’ctorl' R. Alonso—Mr. Alonso was named managing director of Global Crossing’s Latin American region
in May 2007, after Global Crossing’s acquisition of Impsat Fiber Networks, Inc. As managing director,
Mr. Alonsg oversees Global Crossing’s strategy and operations across Latin America. His responsibilities
include leading the region in achieving its business goals and ensuring that Global Crossing’s newly expanded
presence inj Latin America is closely aligned with the global organization. Prior to the acquisition by Global
Crossing, Mr. Alonso served as chief financial officer of Impsat, in which capacity he was responsible for
finance, administration, planning, human resources and information management systems. Prior to becoming
chief financial officer in June 2002, Mr. Alonso served as Impsat’s chief operating officer in Latin America and
the U.S. and president of its Colombian operations. Prior to his tenure at Impsat, Mr. Alonso was managing
director ofILime S.A,, a waste management company in Colombia, and held other key positions in the
Pescarmona group of companies.




Neil Barua—Mr. Barua "has been chief administrative officer of Global Crossing since January 2007,
leading the office of the chief executive officer (“CEQ”) and human resources department. In addition, he
co-manages the Global Crossing Operational Performance unit, overseeing all functional reviews, planning and
performance metrics globally, Mr. Barua has previously served in many capacities at Global Crossing since
2000, including as a regional sales vice president from December 2005 through January 2007, vice president
conferencing from November 2003 until December 2005 and general manager of conferencing from March 2003
through October 2003. Prior to joining Global Crossing, Mr. Barua was a New York City based investment
banker at Merrill Lynch in the firm's global telecommunications group. Mr. Barua holds a B.S. in economics and
finance with a minor in political science from Stern School of Business at New York University.

Gary Breauninger—Mr. Breauninger was named Global Crossing's chief marketing officer in April 2007,
overseeing Global Crossing's marketing and communications organization globally, including developiment,
positioning and management of products and services, pricing, strategic marketing, market development and
communications. In addition to his marketing responsibilities, Mr. Breauninger co-manages a group overseeing
all functional reviews, planning and performance metrics globally. Prior to his current position, Mr. Breauninger
was senior vice president for planning and business finance from October 2002 through April 2007, in which
capacity he oversaw Global Crossing’s financial reporting, business planning imtiatives and cash management
strategies. Mr. Breauninger served as vice-president global financial and strategic planning from April 2002 until
October 2002 and vice president in product management in support of business development, investment analysis
and product realization from February 2000 until March 2002. Mr. Breauninger joined Global Crossing from
AT&T where he held several roles in sales, sales operations, customer care and finance. He most recently served
as AT&T's senior financial director for business services.

David R. Carey—Mr. Carey was named executive vice president, strategy and corporate development of
Global Crossing in November 2003. From March 2002 through November 2003, Mr. Carey served as executive
vice president, enterprise sales, where he was responsible for overseeing all sales and marketing activities
relating to our enterprise customers. From September 1999 through March 2002, Mr, Carey served in numerous
capacities at Global Crossing, including senior vice president-operations planning from January 2002 through
March 2002; senior vice president-network planning and development, from December 2000 through January
2002; senior vice president-business and network development from January 2000 through December 2000; and
senior vice president-business development from September 1999 through January 2000. Before Global
Crossing’s acquisition of Frontier Corporation (“Frontier”) in September 1999 (the “Frontier Acquisition™),
Mr. Carey served as senior vice president, marketing and chief marketing officer for Frontier's business lines
from Qctober 1997 through September 1999. Prior to that, Mr. Carey spent seven years in the energy industry,
serving as president & chief executive officer of LG&E Natural Inc., and various executive positions at
Louisville Gas and Electric Company, both subsidiaries of LG&E Energy Corp. based in Louisville, Kentucky.
Mr. Carey began his career with AT&T. During his 15 years there, he held a wide range of executive positions in
marketing, sales, operations and personnel.

Anthony D. Christie—MTr, Christie was named managing director, Global Crossing UK in March 2007 and
managing director, Europe in April 2007, Mr. Christie has served as executive vice president from November
2003 and was chief marketing officer of Global Crossing from November 2003 through April 2007. From
February 2002 through November 2003, Mr. Christie served as senior vice president, global product
management, having previously served as senior vice president, business integration and strategic planning from
November 2001. Prior to joining Globa! Crossing, Mr. Christie was vice president, business development and
strategic planning for Asia Global Crossing from March 2000 through October 2001. Prior to joining Asia Global
Crossing, Mr. Christie was general manager and network vice president at AT&T Solutions from November
1999 through March 2000, having also held the position of Global Sales and Operations vice president in
AT&T’s outsourcing division from June 1998 through November 1999. From June 1997 through June 1998,
Mr. Christie was a Sloan Fellow at MIT. Prior thereto, Mr. Christic held positions in AT&T’s International
Operations Division that included an assignment as the regional managing director for the Consumer Markets
Division in Asia.



Daniel {J. Enright—Mr. Enright was named executive vice president, operations in June 2003. In this role,
Mr. Enrigh} is responsible for Global Crossing’s customer service, engineering, operations and global
information :systems. Mr. Enright is also responsible for managing our network capital, operating expenses and
third party maintenance expenses. Mr. Enright has held other positions at Global Crossing, including senior vice
president—global network engineering and operations from March 2002 through June 2003; vice president—
global servite operations from June 2001 through March 2002; vice president North America engineering and
field operations from July 2000 through June 2001; and vice president—North America network and field
operations from April 1999 through July 2000. Mr. Enright joined Global Crossing following the Frontier
Acquisition,| where he had served since October 1996 as vice president for network operations and service
provisioning. In that role, he led the network operations and service provisioning team during the construction of
Frontier's nationwide fiber-optic network. Prior to Frontier, Mr. Enright held various engineering and operations
positions at Highland Telephone and Rochester Telephone.

Robert Klug—Mr. Klug was named chief accounting officer of Global Crossing in December 2005.
Previously, he held senior roles in the Company’s finance department including vice president, cost of access
finance from June 2004 through December 2005, vice president, financial operations from September 2001
through Junle 2004, chief financial officer Americas from December 2000 through September 2001, chief
financial ofﬁcer subsea operations from December 1998 through December 2000 and chief accounting officer
from 1997 tprough December 1998. Prior to Jommg Global Crossing, Mr. Klug spent eight years as an auditor
with PricewaterhouseCoopers.

Jean F iH.P. Mandeville—Mr. Mandeville was named executive vice president and chief financial officer
of Global Crossing in February 2005. Mr. Mandeville served as a member of our Executive Committee from
December 2003 to January 2005. Mr. Mandeville was chief financial officer of ST Telemedia from July 2002
through Jangary 2005. From 1992 to June 2002, Mr. Mandeville served in various capacities at British Telecom
PLC, includilng president of Asia Pacific from July 2000 to June 2002, director of international development Asia
Pacific from June 1999 to July 2000 and general manager, special projects from January 1998 to July 1999.
Mr. Mandeville also previously served on the board of directors of SmarTone HK and LGT Korea, both public
companies.

John B. McShane—Mr. McShane was named executive vice president and general counsel of Global
Crossing in March 2002. Mr. McShane oversees and manages all of our legal matters, Mr. McShane also serves
as the chairman of the board of directors of Global Crossing (UK) Telecommunications Ltd, Mr, McShane joined
Global Cros%ing in February 1999 as our European assistant general counse! where he oversaw and managed
legal affairs for the European region, including the buildout of cur PEC network. As assistant general counsel he
also had responsibility for the oversight of worldwide sales and telecommunications network outsourcing
transactions for Global Crossing’s Solutions business unit and major vendor supply agreements. Prior to joining
Global Croséing, Mr. McShane spent twelve years at several international law firms, including positions as an
associate at|Simpson Thacher & Bartlett from 1987 through 1996 and as senior counsel at Shearman and
Sterling, Cadwalader Wickersham & Taft, and Brown & Wood, where his main focus was on representing major
commercial Ibanks financial institutions and corporations in connection with a broad range of their corporate,
commercial ?md financing activities.

John R: Mulhearn, Jr.—Mr. Mulhearn has served as executive vice president, global access management
since June 2005, previously serving as senior vice president, global wholesale voice and access management
from October 2004 through December 2006. He is accountable for securing agreements and managing the cost
structure for all global long haul and local access (switched and special) capabilities in support of Global
Crossing’s carrier and enterprise customer segments, as well as for network infrastructure requirements.
Previously he served as senior vice president of global access management from May 2002 until September
2004, vice pll'esident, global access management from March 2002 until May 2002, vice president North America
carrier relatipns from June 2001 through March 2002 and vice president operations from March 2000 through
June 2001, Prior to joining Global Crossing, Mr, Mulhearn previously worked for 28 years at AT&T. During his
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tenure at AT&T, he held positions in sales, marketing, operations, regulatory, outsourcing and human resources.
In 1993, he tock an assignment in Canada to work for Unitel Communications Inc. (partially owned by AT&T)
as senior vice president of sales and marketing. In that role, Mr. Mulhearn was responsible for government,
nattonal and regional commercial accounts.

Daniel J. Wagner—Mr, Wagner was named Executive Vice President, Enterprise Sales and Collaboration
Services in January 2007, overseeing sales activities for non-carrier customers worldwide. Prior to his current
position, Mr. Wagner served as chief information officer and executive vice president—business infrastructure of
Global Crossing since January 2004, continuing in a dual role until May 2007. As chief information officer,
Mr. Wagner oversaw our global information technology function, including operations, telecommunications,
development, security, and technology integration. Mr, Wagner served as chief information officer and senior
vice president—business information from August 2002 through December 2003. From March 2002 through
August 2002 Mr. Wagner served as senior vice president of information 1echnology, real estate, procurement and
vendor management. Mr. Wagner also served as president of Global Crossing Europe from October 2001 through
March 2002 and managing director of Global Crossing UK from January 2001 through October 200i.
Mr. Wagner served Global Crossing as vice president of business integration for North America following the
Frontier Acquisition. While at Frontier, he held several other key management positions, including senior
director of finance and integration, and vice president of service delivery. Before joining Frontier in 1994,
Mr. Wagner was a management consultant for Andersen Consulting and his own independent firm for several
years.




BOARD MEETINGS AND COMMITTEES

The Board and various Committees of the Board met numerous times during 2007. The Board held nine
meetings, three of which were telephonic and six of which were “in-person”. The Audit Committee met eight
times, with |ﬁve telephonic and three “in-person” meetings. The Compensation Commiitee met nine times, with
two telephonic and seven “in-person” meetings. The Government Security Commitiee met seven times, with two
telephonic hnd five “in-person” meetings. The Nominating and Corporate Governance Committee held one
“in-person”™ meeting and the Executive Committee did not meet in 2007. All of our Directors attended at least
75% of the meetings of the Board and the Committees of which they are members.

We hale adopted an ethics policy that applies to all of our Directors, officers {including the CEO and the
CFO) and employees. The policy, together with the charters of our Audit Committee, Compensation Committee,
Nominating{ and Corporate Governance Committee, Executive Committee and Government Security Committee,
can be found on our website at www.globalcrossing.com , or can be mailed to shareholders upon written request
to our Secretary at Wessex House, 45 Reid Street, Hamilton HM12, Bermuda. If a waiver of our ethics policy is
granted to any of our Directors or executive officers, such waiver will be posted on our website within five days
of that waiv;er being granted.

We eX]‘Jecl and require all of cur Directors 1o attend our annual meeting of shareholders. All of our Directors
except Mr. Lee auended our 2007 annual shareholder meeting held on June 12, 2007.

In light of the STT Shareholder Group’s majority ownership of our shares, we are a “controlled company”
as defined iln the NASDAQ rules. As such, we are not required to comply with NASDAQ rules that require listed
companies lo have a majority of independent directors or nominating and compensation committees composed
entirely of independent directors or to have written charters for certain committees addressing specified matters.
At such timie as we are no longer a “controlled company,” if ever, we will amend our committee charters, if
necessary, Iand change the composition of our committees to ensure compliance with these NASDAQ
requirements.

The ﬁ:\'e standing committees of the Board are the Audit Committee, the Compensation Committee, the
Nominating and Corporate Governance Committee, the Executive Committee and the Government Security
Committee, These committees are described in the following paragraphs.

Audit Committee

The Audit Committee consists of Messrs. Rescoe (chairman), Aldridge, Erkeneff and Macaluso, all of
whom satisfy the independence and other qualification requirements of NASDAQ rules. The Board has
determined|that Mr. Rescoe, the committee’s chairman, is an “audit committee financial expert” as defined in
applicable Securities and Exchange Commission (the “Commission™) rules. The primary purpose of the Audit
Committee |is to assist the Board in fulfilling its responsibility for the integrity of the Company’s financial
reports. To carry out this purpose, the Audit Committee oversees: (A) management’s conduct of the Company’s
financial reporting process, including the integrity of the financial staternents and other financial information
provided by the Company to governmental and regulatory bodies, to shareholders and other security holders, or
to other users of such information, (B) the Company’s compliance with legal and regulatory requirements that
may have 'a material impact on the Company’s financial statements, (C) the appointment, qualifications
(including jndependence), compensation and performance of the Company’s independent registered public
accounting firm and the quality of the annual independent audit of the Company’s financial statements, (D) the
performance of the Company’s internal audit function and management’s establishment and application of the
Company’s'systems of internal accounting and financial controls and disclosure controls, and (E) the adequacy of
and adherence to (including any waivers granted to executive officers from adherence to) the Company’s code of
business conduct and ethics, and such other matters as are incidental thereto. The Audit Committee also carries
out other ftﬁnctions from time to time as assigned to it by the Board.
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In carrying out its purpose, the goal of the Audit Committee is to serve as an independent and objective
monitor of the Company’s financial reporting process and internal control systems, including the activities of the
Company’s independent registered public accounting firm and internal audit function, and to provide an open
avenue of communication with the Board for, and among, the independent registered public accounting firm,
internal audit operations and financial and executive management.

Report of the Audit Committee

Management is responsible for the preparation of the Company’s financial statements and the independent
registered public accounting firm is responsible for examining those statements. In connection with the
preparation of the December 31, 2007 financial statements, the Audit Committee (1) reviewed and discussed the
audited financial statements with management; (2) discussed with the independent registered public accounting
firm the matters required to be discussed under generally accepted auditing standards, including Statement on
Auditing Standards No. 61 (as the same may be amended or supplemented); and (3) received the written
disclosures and the letter from the independent registered public accounting firm required by Independence
Standards Board Standard No. 1 (Independence Discussions with Audit Committees), as the same may be
modified or supplemented, and has discussed with the independent registered public accounting firm the firm’s
independence.

Based upon these reviews and discussions, the Audit Committee recommended, and the Board of Directors
approved, that the Company’s audited consclidated financial statements be included in the annual report on Form
10-K for the fiscal year ended December 31, 2007, for filing with the Commission. The Audit Committee also
selected Ernst & Young LLP as the independent registered public accounting firm for the fiscal year ending
December 31, 2008, subject to the rights of the shareholders under Bermuda law to appoint the auditors at the
annual meeting.

THE AUDIT COMMITTEE

Michael Rescoe, Chairman

E.C. “Pete” Aldridge, Jr.

Richard R. Erkeneff Charles Macaluso

Principal Accounting Firm Fees

The following table sets forth the fees billed to the Company for the fiscal years ended December 31, 2007
and 2006 by our present principal independent registered public accounting firm, Emst & Young LLP:

2007 2006
Audit Fees ... oot $7,516,000 $ 8,316,000
Aundit Related Feest .. ... ... e 95,000 1,733,000
Tax Fees ... e e 749,000 114,000
Total o e s $8.,360,000 $10,163,000

(1) The 2006 amount relates primarily to fees and expenses for due diligence related to completed acquisitions.
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Pursuant to paragraph (c)(7)(i)(B) of Rule 2-01 of Commission Regulation §-X, the Audit Committee has
adopted a pre-approval policy pursuant to which the committee delegated to its chairman the authority to approve
in advance audit or non-audit services to be performed by the Company’s independent registered public
accounting firm. The chairman and management are required to report any such pre-approval decision to the
Audit Committee at its next scheduled meeting.

Compensatilnn Committee

The Coplpensation Committee consisis of Messrs. Seah (chairman), Clemins, Lee and Sachs. The primary
purpose of the Compensation Committee is to discharge certain responsibilities of the Board related to the
compensation of the Company’s "key employees” (as defined by the committee) and related matters, In fulfilling
this purpose, the Compensation Committee performs the following functions:

. Estalblishcs the overall compensation philosophy and policies of the Company, subject to concurrence
by the Board.

| . R " s
* Annually reviews peer company market data to assess the Company’s competitive position for each
signliﬁcant component of key employee compensation.

* App:row:s corporate goals and objectives relevant to compensation for all key employees other than the
CE(;) and the executive vice presidents (“EVPs”), and recommends those goals and objectives for
approval by the Board with respect to the CEQ and the EVPs; provided that the Compensation
Committee itself approves goals and objectives for awards intended to qualify for an exemption under
Sectrion 162(m) of the Internal Revenue Code of 1986, as amended (*‘Performance-Based Executive
Conflpensation”).

»  Based on an evaluation of the key employees’ performance against those corporate goals and objectives,
(i) approves the compensation level for each key employee other than the CEO and the EVPs and
(it) recommends to the Board the compensation level for the CEO and the EVPs; provided that the
Compensation Commitiee itself determines all Performance-Based Executive Compensation.

*  Administers awards and compensation programs and plans intended to qualify as Performance-Based
Executive Compensation, including determining performance measures and goals; setting thresholds,
targets, and maximum awards; reviewing performance compared to goals; and certifying goal
attainment and approving incentive payments.

« Reviews the key employee compensation programs and equity-based compensation plans to determine
whether they are properly coordinated and achieving their intended purposes and makes or recommends
any appropriate modifications, including the establishment of new such programs.

. Graxllts awards of shares or share options pursuant to the Company’s equity-based plans.

We revilaw annually the overall compensation philosophy and policies for executive officers. Management
assists the Cg:‘Jmpensation Committee in their oversight of the compensation of the key employees. The CEO
works with the Human Resources Department and Hewitt Associates, the outside compensation advisor of the
Compensaliop Committee, to make recommendations on each key employee’s compensation {excluding his
own). The Compensation Committee has sole authority to retain or terminate the outside advisor to assist with
compensatiori matters. The Compensation Committee’s instructions to Hewitt included the following:

* Provide competitive market data as a reference for the Committee to consider executive compensation
actians;

¢ Advise the Compensation Committee on executive compensation matters that align with long-term
busillless strategies and shareholder interests;

» Apprise the Compensation Committee of trends and best practices associated with executive
compensation; and

|
|
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» Attend Compensation Committee meetings as scheduled throughout the year, as the Compensation
Committee deerms appropriate.

In 2007, Hewitt participated in ali scheduled Compensation Committee meetings, provided reports on
competitive market compensation information, provided comment on considered compensation actions, and
assisted in the design of various program enhancements.

After reviewing the recommendations made to the Compensation Committee and consulting with the
outside advisor, the Committee makes its final recommendations to the Board regarding compensation of all
executive vice presidents and the CEO.

Compensation Committee Interlocks and Insider Participation

Messrs. Seah, Clemins, Lee and Sachs serve on the Compensation Committee of the Board of Directors.
None of these individuals had any relationships with the Company requiring disclosure under Commission rules.
Mr. Seah is a member of the Temasek Advisory Panel of Temasek Holdings (Private) Limited and Deputy
Chairman on ST Telemedia’s Board of Directors. Mr. Lee is president and chief executive officer of ST
Telemedia. Temasek Holdings and ST Telemedia are both indirect parent entities of the Company. Mr. Sachs isa
director of StarHub, a Singapore cable television and mobile telephone company in which ST Telemedia holds a
control position. See “Certain Relationships and Related Transactions—Commercial Relationships Between the
Company and ST Telemedia” for a description of certain relationships between the Company and ST Telemedia.

Nominating and Corporate Governance Comnmittee

The Nominating and Corporate Governance Committee (the “Nominating Committee™) consists of Messrs.
van Wachem (chairman), Cromer, Lee and Sachs. The Nominating Committee assists the Board in fulfilling its
responsibility to the shareholders by (i) identifying individuals qualified to serve as directors and recommending
that the Board support the selection of the nominees for all directorships, whether such directorships are filled by
the Board or the shareholders, (ii) developing and recommending to the Board a set of corporate governance
guidelines and principles and (iii) reviewing, on a periodic basis, the overall corporate governance of the
Company and recommending improvements when necessary. Our corporate governance guidelines can be found
on our website at www.globalcrossing.com or can be mailed to shareholders upon written request to our
Secretary at Wessex House, 45 Reid Street, Hamilton HM 12, Bermuda.

The Nominating Committee has the direct responsibility for the appointment, termination, compensation
and oversight of search firms and recruitment consultants, if any, retained by the Company to identify and recruit
new members of the Board. The Nominating Committee establishes the standards and process for the selection of
individuals to serve on the Board consistent with the terms of the Network Security Agreement (as described
below) and the Company’s bye-laws. The Nominating Committee may consider all factors it deems relevant,
including sound judgment, business specialization, technical skills, diversity and the extent to which the
candidate would fill a present need on the Board. Subject to the designation rights in the Company’s bye-laws,
the Nominating Committee reviews each current member of the Board and determines or recommends to the full
Board, whether such director should stand for re-election.

Executive Committee

The Executive Committee consists of Messrs. Lee (chairman), Aldridge, Clontz, Lambert, Legere, and
Macaluso. The Executive Committee has the power to exercise all the powers of the Board when exigencies or
practical considerations prevent the convening of the full Board in a timely manner, subject to such limitations as
the Board and/for applicable law may from time to time impose. In addition, the Committee may meet to review
and discuss the strategic direction of and major developments at the Company, and may advise and make
recommendations to management and the Board relating to such matters.
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GovernmePt Security Commtittee

The Government Security Committee (the “Security Committee™) consists of Messrs, Aldridge (chairman),
Cromer, Clbmins and Erkeneff. The Security Committee discharges those responsibilities related to the security
of the Company's domestic United States operations as are required of the Security Committee or its individual
members pursuant to the terms of the Network Security Agreement (“NSA”) dated as of September 24, 2003, as
amended bS( Amendment 1 to the Network Security Agreement, dated as of February 1, 2007, among the
Company, ST Telemedia, the Federal Bureau of Investigation, the United States Department of Justice, the
Department of Defense, and the Department of Homeland Security. The Network Security Agreement and
Amendmenl{ 1 thereto, a copy of which is included as an exhibit to our 2002 annual report on Form 10-K and our
2007 annual report on Form 10-K, respectively, establishes processes and procedures to ensure the security of
our U.S. network assets, which include transinission and routing equipment, switches and associated operational
support systems and personnel (referred to in the NSA as the “Domestic Communications Infrastructure”). The
Commitiee 1is comprised solely of Directors who are U.S. citizens who, if not already in possession of U.S.

security cleprances, must apply for U.S. security clearances pursuant to Executive Order 12968 immediately
upon their appointment to the Security Committee.

|
|
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Review and approval of related person transactions

We review all transactions in which the company participates and in which our directors and executive
officers or their immediate family members or beneficial owners of more than 5% of any class of our voting
securities are participants to determine whether such persons have a direct or indirect material interest. As
required under SEC rules, such transactions where the amount involved $120,000 are disclosed in our proxy
statement. In addition, as required by the Audit Committee Charter, the Audit Committee reviews and approves
or ratifies any related person transaction that is required to be disclosed. Under our bye-laws, a Director generally
may not vote on any matter in which he has any material interest, although he may be counted in the quorum at
the related meeting.

Commercial and other relationships between the Company and ST Telemedia

During this past year, we provided approximately $300,000 of telecommunications services to subsidiaries and
affiliates of ST Telemedia. Further, during this past year we received approximately $3,400,000 of co-location
services from affitiates of ST Telemedia. Additionally, during this past year, we accrued dividends and interest of
$29,600,000, related to debt and the Senior Preferred Shares held by a subsidiary of ST Telemedia.

In conjunction with the establishment of the Company’s new term loan facility in May 2007, ST Telemedia
agreed to subordinate its 4.7% Senior Secured Mandatory Convertible Notes due 2008 to the term loans under
the facility and to convent the notes no later than September 6, 2007. As consideration for the subordination of
the notes to the term loans through the conversion date, the Company agreed to pay ST Telemedia a consent fee
of $7,500,000 in cash (which was paid shortly after the closing of the term loan facility) and an additional fee to
be paid in common shares of the Company valued at $10,500,000 upon conversion of the notes. On August 27,
2007, ST Telemedia converted the notes into common shares of the Company. Immediately prior to such
conversion, the aggregate principal amount of notes outstanding was $281,000,000, including accreted pay-in-
kind interest of $31,000,000. ST Telemedia received approximately 16,580,000 common shares upon such
conversion, which included the shares convertible from the notes, the shares representing the $10,500,000
consent fee, as well as shares valued at $30,000,000 representing foregone interest through the original scheduled
maturity date of the notes.

ST Telemedia may cause us to register sales of its common shares, Senior Preferred Shares and all common
shares or other securities which may be acquired upon the conversion of the Senior Preferred Shares, at any time.

Messrs. Lee, Seah, and Sachs, who are members of our Board of Directors, and Mr. Clontz, who is a member
of our Executive Committee, are directors and officers of certain entities within the STT Shareholder Group. For
further details, please see their individual biographies in the section entitled “Directors und Executive Officers™.

Settlement with Asia Glohal Crossing Bankruptcy Trustee

In November 2004, the bankruptcy trustee for Asia Global Crossing, a former majority-owned subsidiary of
the Company now in liquidation under Chapter 7 of the U.S. Bankruptcy Code, filed a lawsuit against a number
of former directors and officers of Asia Global Crossing, including the chief executive officer and certain other
senior officers of the Company (collectively, the “Company Parties”). The lawsuit alleged, among other things,
breaches of fiduciary duty and duty of loyalty, preferential transfers, and fraudulent conveyances, in each case
arising prior to the Asia Global Crossing bankruptcy filing in November 2002. The Company was not named as a
defendant in the lawsuit. To avoid adverse consequences to the Company that might result from protracted
litigation of the matter, the Company entered into a stipulation of settlement on November 30, 2005 with (among
others) the Asia Global Crossing bankruptcy trustee and agreed to contribute $4,000,000 to a larger settlement
fund. The stipulation was approved by Judge Lynch of the U.S. District Court for the Southern District of New
York on March 23, 2006. Under the terms of the settlement, the Company contributed $2,000,000 to the
settlement fund in June 2006 and $2,000,000 in January 2007.
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PROPOSAL NO. 1

ELECTION OF DIRECTORS

Our Board consists of ten members, all of whom assumed their positions as directors and committee
members on December 9, 2003. Eight members were appointed by STT Crossing Ltd., our majority shareholder
(“STT Crossing™), which is a member of the STT Shareholder Group. Each Director appointed by the STT
ShareholderI Group has a term of three years unless earlier removed by the STT Shareholder Group. The three
year term of the STT Shareholder Group Directors will expire at the Annual General Meeting of shareholders in
2010. The t%:rms of the remaining two directors, Charles Macaluso and Michael Rescoe, are scheduled to expire
at this year’s annual meeting, and they have been nominated by the Board of Directors for re-election for a term
expiring at the 2009 Annual General Meeting of Shareholders.

\
! YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE
RE-ELECTION AS DIRECTORS OF THE NOMINEES LISTED ABOVE,

Exceptlwhere otherwise instructed, proxies will be voted for election of each of the nominees. Should either
nominee be lunwilling or unable to serve as a Director, which is not anticipated, it is intended that the persons
acting under the proxy will vote for the election of another person designated by the Board, unless the Board
chooses to réduce the number of Directors constituting the full Board.




PROPOSAL NO.2
APPOINTMENT OF INDEPENDENT ACCOUNTANTS

Under Section 89 of the Companies Act, 1981 of Bermuda, our shareholders have the authority to appoint
the independent registered public accounting firm of the Company and to authorize the Audit Committee of our
Board of Directors to determine the auditors’ remuneration. The Audit Committee has tentatively selected
Emst & Young LLP (“Emst & Young”) as independent accountants to audit our consolidated financial
statements for the fiscal year ending December 31, 2008. The Board is asking shareholders to approve such
appointment and the authority of the Audit Committee to determine their remuneration.

Representatives of Ernst & Young are expected to attend the annual meeting and to respond to appropriate
questions and will have the opportunity to make a statement should they so desire.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR APPROVAL OF THE

APPOINTMENT OF ERNST & YOUNG LLP AND OF THE AUTHORITY OF THE AUDIT
COMMITTEE TO DETERMINE THEIR REMUNERATION.
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EXECUTIVE COMPENSATION

COMPENSATION DISCUSSION AND ANALYSIS

The following discussion and analysis should be read together with the corresponding compensation tables.

ExecutiveSummary
Overview

The Company considers compensation programs holistically when establishing target total executive
compensation levels based on competitive market data. These programs are designed to attract, motivate and
retain our}executives. We believe that total compensation should vary with our performance in achieving
financial goals and should be closely aligned with our shareholders’ interests. |

We review annually the overall compensation philosophy and policies for executive officers. Management
assists the|Compensation Committee of the Board of Directors in their oversight of the compensation of the
Named E*Executive Officers (the “NEOs” or the “Named Executive Officers”) listed in the Summary
Compensation Table below. The CEQ works with the Human Resources Department and an outside
compensation advisor engaged by the Committee to make recommendations on each NEQ’s compensation
(excluding| his own). After reviewing these recommendations and consulting with the outside advisor, the
Committee makes its final recommendations to the Board regarding compensation of all NEOs, including the
CEO.

Compensation Philosophy

The Company’s compensation philosophy for NEQs is intended to link the compensation of such officers to
measures of Company performance that contribute to increased value for Global Crossing's shareholders. This
philosophy, applies to all Global Crossing employees, with a more significant level of compensation at risk as an
employee’s level of responsibility increases. The philosophy takes into account the following goals:

*  Enhancing shareholder value
*  Mptivating NEOs to achieve a high level of corporate results
» Linking incentive-based compensation to performance, as measured by corporate financial goals

+ Enabling the Company to atiract and retain top guality management

The Company ties incentive compensation to a group of key performance indicators which are reviewed by
the Board at least quarterly. The performance indicators for 2007 involved cash use, adjusted gross margin
(defined as: revenue minus cost of access) in the Company’s enterprise, carrier data and indirect channels
category (also referred to as our “Invest and Grow” category in our press releases pertaining to financial results),
and adjusted earnings before interest, taxes, depreciation and amortization. The Company deemed these
objectives to be appropriate measures of financial performance for 2007 given the stage of the Company’s
development. For 2008, the Company continues to use similar performance measures for short-term incentive
compensation but has modified its long-term incentive compensation program to use a measure based on total
shmeholdeiretum.

The CI mpany does not have a formal policy regarding the adjustment or recovery of awards or payments if
the relevant performance measures upon which they are based are restated or otherwise adjusted in a manner that
would redube their size. However, pursuant to Section 304 of the Sarbanes-Oxley Act of 2002, if the Company is
required to 'prepare an accounting restatement due to the material noncompliance, as a result of misconduct, with
any financihil reporting requirement under the securities laws, the CEO and CFO must reimburse the Company
for any incentive-based compensation received during the 12-month period following the issuance of the
noncompliant financial statements, including any profits realized from the sale of the Company’s securities.
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Benchmarking

The Committee’s outside compensation advisor provides current competitive berchmarking information
from companies in the telecommunications industry and in a broad array of industries. The benchmarking
assessment used for 2007 compensation actions included ten telecommunications and ten “service” industry
comparators of similar size.! A regression analysis was performed to adjust the market data to reflect expected
market practice at companies with a similar revenue base as ours. We target both total cash and total direct
compensation at the 50% percentile of the benchmark group, which we believe is appropriate for our Company
given its financial profile, growth prospects and competitive positioning. Based on a review of these
benchmarking results, in 2007 the Company made salary increases for three of the NEOs and shifted a portion of
total compensation away from the short-term annual bonus program to long-term incentive compensation, as
described below.

From time to time we also benchmark other aspects of compensation, including benefit or perquisite
program features or common practices in employment agreements and executive severance plans. In addition to
external information, we review internal information intended to gauge pay equity among our executives and
between our executives and our non-executive employees.

We periodically review executive compensation tally sheets with the Compensation Committee. These
reviews measure a current snapshot of total annual compensation rates, accumulated stock ownership (both
vested and unvested) and the Company’s liabilities -associated with various termination events for each NEO.
While these are not used directly to determine compensation, they are reviewed to monitor compensation
programs and understand the impact of actions.

In total, we believe, based on a review of internal and external compensation and performance information,
that our programs and compensation offered and paid to our NEOs are appropriate to meet our compensation
philosophy and objectives, and are aligned appropriately with shareholder interests.

(1) Telecommunication Comparators: Alcatel, ALLTEL Corporation, Avaya Inc., Brightpoint Inc., Broadwing Corporation, Cablevision
Systems Corp., Charter Communications Inc., Level 3 Communications Inc, , Qwest Communications, and XO Heldings Inc. Service
Industry Comparators: ADP Inc,, Acxiom Corporation, Ceridian Corporation, DST Systems Inc., Equifax Inc., Fiserv Inc., Hilton Hotels
Corporation, Imation Corporation, The Thomson Corporation and Unisys Corporation. The Committee will continue to look both within
the telecommunications industry and across broader industry segments to assess external benchmarks for executive compensation.
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Executive Compensation Component Summary

Each component of NEO compensation emphasizes a different aspect of the Company’s compensation
phllosophyI The major components of compensation for NEOs are base salary, short-term performance-based
incentives in the form. of annual bonuses, long-term incentives in the form of equity grants, and certain financial

security bel-neﬁts. In addition, the Company granted special reteation and motivation awards during the first
quarter of 2007. Each of the major components of 2007 NEQ compensation is described in more detail below.

Component

Base Salarf

Short-Term|Incentive

Long-Term |Incentive

Retirement and Healih/Welfare
Benefits

Severance Protection

Base Salary

Purpose

Philosophy Statement

Pay for expertise and
experience

Attract and retain

Motivate strong financial -
performance

Provide annual recognition
of performance

Align NEOs with
shareholders

Promote retention

Reward financial
performance against goals

Assist in achieving financial
security

Help ensure welfare safety
net

Protect NEOs in case of job
loss

Match competitive practices
to attract and retain
employees

Targeted at 50 percentile of
peer group

Reflective of individual
experience and expertise

Targeted at 50 percentile of
peer group

Goals aligned with annual
strategic objectives of the
company

Aligns with business strategy
and performance

Level of grant based on peer
group, historical grants,
internal position

Programs consistent,
regardless of level, across the
organization

Benefit levels based on peer
group practices

The Company sets initial base salaries for NEOs based on recruiting requirements (i.e., market demand),

competitive pay practices, individual experience and breadth of knowledge, internal parity considerations, and
historical sa;laries for these executives. Any adjustments in base salary for existing NEOs are raised by
management for consideration by the Committee (except for the CEQ, in whose case the Committee works
mdependently with its outside advisor). Increases are determined by the Committee, subject to approval by the
Board of Dlrectors based on the annual evaluation of competitive data and a subjective assessment of the
individual’s Iperformam:f:, contribution to the Company and potential within the organization, and internal parity
considerations,
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2007 Salary Increases

Previous Salary Increase$  New Salary Rationale
Jean F.HPMandeville ................. $425,000 $42,500 $467,500 To bring base salary closer
to the 50 percentile.
DavidR.Carey ....................... $375,000 $50,000 $425,000 To recognize strong
performance in role.
JohnB.McShane ..................... $375,000 $20,000 $395,000 Promotional increase given

to recognize scope and
complexity of role.

Short-Term Performance-Based Incentive

The annual bonus program is designed to incentivize NEOs 10 work towards the common goals of the
Company. NEOs are rewarded for their contributions if Global Crossing attains key financial objectives as
described betlow. The Committee determines target bonus opportunities for NEOs based on the results of external
benchmarking and the individual’s level of responsibility and expected influence on corporate results. Target
annual bonuses for NEOs are presented to the Board of Directors with the Committee’s recommendation. The
Committee, in its sole discretion, reserves the right to modify or terminate this program in its entirety without
prior written notice to or consent of the NEQOs, subject to applicable local labor laws.

The Committee approves target bonus levels and quantitative financial performance measures on an annual
basis. In 2005 the Committee took action to shift, over the course of two years, the executive officers’ total
compensation mix to a longer-term focus, thereby more closely aligning our compensation practices with market
practice. 2007 was the second year of such transition. The target annual bonus opportunities established for the
NEOs for each of 2005, 2006 and 2007 were as follows, expressed as a percentage of salary received during the
course of the year:

Target Annual Bonus

Opportunity
w05 2006 2007
Johnl. Legere®* ... ... .. ... e 100% 100% 100%
Jean FHPMandeville ....... ... . ... .. . . . iiiiiiininnnnnn. 100% 85% 65%
José Antonio Rios . ... ... .. ... . i e 100% 85% 65%
DavidR.Carey .. ... ... e 100% 85% 65%
Daniel J.Enright .. ... e e 100% 85% 65%
John B.McShane ... ... ... . ... e 75% 65% 55%

*  Mr. Legere’s target annual bonus opportunity is fixed by the terms of his employment agreement.

To determine a NEO's 2007 bonus payment, the NEQ’s 2007 salary was multiplied by the applicable target
bonus opportunity referenced above and by a performance factor that could have ranged from 0% to 140% based
on the Company’s financial performance against goals.

The quantitative financial performance measures for the 2007 bonus program were designed to reward
attainment of targets for adjusted EBITDA (two-thirds of the target opportunity) and cash use (one-third of the
target opportunity). Adjusted EBITDA refers to earnings before interest, taxes, depreciation and amortization,
other income/ (expense), gain on pre-confirmation contingencies, reorganization items, net income from
discontinued operations, and preferred stock dividends. We assume compensation expense at targeted levels in
the calculation of adjusted EBITDA for incentive compensation purposes. Cash flow is measured by the net
change in our cash and cash equivalents balance over the course of the year, excluding cash used for the purchase
of Impsat, up-front costs of the Impsat and Fibernet financings and the proceeds of such financings.
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The following table sets forth the financial performance measures for the 2007 bonus program, the range of
possible payouts, and the actual payout percentage based on the performance achieved.

Performancér Metric Weight Threshold Target Maximum 2007 Performance Level of Payout
Payout % frorseenns 40% 100% 140%

Adjusted EBITDA ... 2/3  $99.6 million 3$126.6 million $171.6 million $ 993 40.4%
CashUse!.......... 13 %387 million $ 18.7 million $(21.3) million $185.7 0%

While both adjusted EBITDA and cash use are considered key performance measures for the Company, a
greater emphasis on adjusted EBITDA was deemed appropriate for the 2007 program design. For 2007, it was
also deemed appropriate to utilize objectives that required us to attain our business plan for adjusted EBITDA
and perfonlm above the top of the range we provided for external financial guidance for cash use in order to
achieve th!e targeted bonus amounts. Bonus payments were made in stock instead of cash to preserve cash and to
help encolirage stock ownership, although participants are not required to hold the shares received for any
particular time period. Actual 2007 adjusted EBITDA performance at 40.4% and cash use results below the
threshold level resulted in a bonus payout of 26.9% of target, as indicated in the Summary Compensation Table.

]

Lonngerm Incentive Compensation: Equity Grants

In contrast to bonuses that are paid for prior year accomplishments, the Company believes equity grants
provide appropriate incentives tied to future stock price appreciation. The Committee awards equity grants in its
discretionﬂ based on an annual evaluation of competitive market data, individual performance, level of
responsibility, long-term incentive grants made in prior years and the anticipated contribution that the executive
officer will make to Global Crossing. The Committee generally makes annual grants at a meeting that is
scheduled!well in advance as part of the Committee’s annual calendar. Grants are made under the 2003 Global
Crossing Limited Stock Incentive Plan and provide for vesting of all awards upon a “change in control” as
defined inithe plan. Such “single trigger” vesting is deemed appropriate in light of competitive pay practices and
the desire to ensure the engagement of management both before and during an impending corporate transaction.

We have no minimum stock ownership guidelines, but believe our Jong-term incentive program helps align
L, . . . .
our execuluves interests with the interests of our shareholders. Based on the share price as of December 31,
2007, as of this date each NEO had holdings of common shares and restricted stock units together valued at
between 4:.4 and 7.4 times the executive’s annual salary.
! -+ . l . r . .
The Company focuses on the following strategies in delivering long-term incentive compensation:
* Tie a meaningful portion of incentive compensation to future stock price appreciation

« Ensure a strong alignment with our business strategy

§
* (Qonserve share usage and limit dilutive impact by the use of restricted stock units instead of stock
aptions

)
* Differentiate where necessary based on individual performance and potential
. lietain executives through the establishment of meaningful forfeitable balances
In an effort to retain executives while holding them accountable for corporate performance, NEOs received
their 2007 grants in the form of restricted stock units, approximately half of which vest on March 13, 2010 solely
based on the continued employment of the executive through that date and approximately half of which vest on

December 31, 2009 based on the following three metrics of corporate financial performance for the combined
2007 and 2008 fiscal years:

|
»  Adjusted EBITDA (40% weighting)
. (':_‘ash use (40% weighting)

. /;\djustcd gross margin dollars in the Company’s “Invest and Grow” category {20% weighting).
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The range of payout for the 2007-2008 performance-based shares is 50% to 150% of the targeted award
amount based on the extent to which the performance goals are met or exceeded. Performance below threshold
level will result in 0% payout. Attainment of these objectives at target level is intended to require more than
satisfactory financial performance; threshold payout is intended to require satisfactory performance; and
maximum payout is intended to require performance that significantly exceeds our expectations. In addition to
the two year performance period, there is a one year hold period.

We first introduced performance-based grants into our equity program beginning with the 2005 grant. As we
continue to grant annual performance-based equity awards, overlapping grant cycles (as depicted in the below
table) will provide consistently strong ties to performance and encourage the retention of NEQs. Future year
performance-based equity awards will use a comparison of relative total shareholder return (TSR) instead of the
three financial performance measures (adjusted EBITDA, cash use and Invest and Grow gross margin dollars).
This change in design diversifies the performance measures included in the short and long-term incentive plans
by reducing overlapping outcomes and minimizing the impact of a single influence across multiple pay
programs. This also aligns with competitive practices, signals strong shareholder alignment and reinforces long-
term orientation with a single, continuous three-year performance period.

2008 2006 2007 2008 2009
2005 Grant: Performance Based ....... Performance Period Performance Period Hold Peried
2005 Grant: Time Based ............. Hold Period Hold Period Hold Pericd
2006 Grant: Performance Based ....... Performance Period Performance Period Hold Period
2006 Grant: Time Based ............. Hold Period Hold Period Hold Period
2007 Grant: Pecformance Based ....... Performance Period Performance Period Hold Period
2007 Grant: Time Based ............. Hold Period Hold Period Hold Period

The performance period for the 2006-2007 performance based shares concluded on December 31, 2007. The
following table sets forth the financial performance measures for the 2006-2007 performance based shares and
the actual percentage of shares that carried over into the 2008 hold period based on the performance achieved. In
establishing the 2007 targets for this program, the Company considered actual financial performance for the 2006
portion of the two year performance period (which was below the level consistent with a threshold payout) and
the anticipated Company financial performance for 2007. In order to ensure that the 2006-2007 awards would
continue to serve an effective motivational purpose, the Company determined that the 2006 targets would be
combined with 2007 targets such that attainment of the combined two year objectives at threshold level would
require more than satisfactory 2007 performance; target payout would require 2007 financial performance that
significantly exceeded expectations; and maximum payout would require extraordinary financial performance in
2007. We missed the threshold level of performance for both adjusted EBITDA and Cash Use and achieved
above threshold performance for Invest and Grow gross margin under the program, and therefore 11.8% of the
2006-2007 performance-based shares (59.2% of those based on Invest and Grow gross margin) carried over into
the 2008 hold period.

2006-2007 Call-lr?:le?)tver
M Weight Threshold Target Performance to Hold Period
Payout% .......... e 50% 100%
Adjusted EBITDA ............. 40% § 229 million $ 67.9 million $ (4.0) million 0%
Cash Flow/(Cash Use) .......... 40% $(162.7) million $(122.7) million $(329.8) million 0%
Invest & Grow Gross Margin .... 20% $1,702.7 million $1,747.7 million $1,711.0 million 59.2%
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2007 ‘Retenrion and Motivation Awards

On March 13, 2007, the Compensation Committee also reviewed a number of internal and external factors
relating to 'compensation and to the retention and motivation of key management talent. These factors included:

* Several measures of the Company’s recovery and success during the three years preceding that date,

such as: strong total shareholder return of 63%, doubling the return of the Nasdaq Telecom Index;

aking significant strides towards profitability and positive cash flow; and demonstrating the ability to

ake strategic acquisitions and to grow organically and inorganically, all of which demonstrated the
importance of retaining the management team and employee base;

» The critical stage of the Company’s development at the time and the need for a significant and well
executed effort to successfully integrate acquired businesses while at the same time achieving continued
organic growth, identifying and executing on other potential acquisition opportunities and realizing the
Ciompany’s strategic vision; and

* The competitive labor market in telecommunications and other technology businesses, fostering
increased demand for experienced leadership.

In light of the above factors, the Committee recommended, and the Board of Directors approved, the
granting aof special retention and motivation awards to substantially all non-sales employees of the Company,
consisting| principally of share grants with vesting periods of six months or six and twelve months. For the
Named Executive Officers, these awards consisted of the following amounts of cash and RSUs vesting one-half
at six mopths and one-half at twelve months after the grant date which were issued under the 2003 Global
Crossing Limited Stock Incentive Plan:

| Cash RSUs
JohnJ.Legere ....... ... $550,000 90,900
Jean FHPMAndeville ... ..oorrenneee et $212,500 24,500
JOSE ADIONIO RIOS « « oo v v v vt $250,000 31,600
T DAVIAR. CAEY . ..o oottt $187,500 23,000
Daniel JLEnright ... ... i e $175,000 22,100
John[B. MCSRANE - ... ..ot $140,625 19,500

Termination of Employment Protection

We offer the Key Management Protection Plan (*KMPP”), an enhanced severance plan, to help attract key
talent and retain leaders by mitigating their concerns about financial hardship in the event of termination. We
looked at; market data and determined it was competitive to preserve the plan to retain key management.
Therefore| effective December 31, 2007, the KMPP was amended and restated. The revised KMPP contains
terms and conditions substantially the same as those of the previous KMPP, except that (1} the plan was
effccuvcly extended from December 31, 2007 through December 31, 2009 and (2) in order to ensure that the
KMPP qualifies for the short-term deferral exemption from Section 409A of the Internal Revenue Code, the
deﬁnition! of “Good Reason” for resignation was slightly amended and the timing of payments under the plan was
made expllicit. All NEOs participate in the plan, except Mr. Legere, whose severance arrangements are governed
by his August 15, 2006 employment agreement. We view the KMPP and Mr. Legere’s termination arrangements
as reasonable and in line with competitive practice. The estimated liabilities for various termination scenarios are
outlined below under “Potential Payments Upon Termination or Change of Control”.

Benefits & Perquisites

We offer our NEOs the same health and welfare benefit, disability and insurance plans as we offer all
employees. Our retirement program includes a qualified defined contribution plan (the Employees Retirement
Savings Plan, or ERSP), which permits all U.S. based employees to make tax qualified contributions of up to
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16% of eligible pay, with the Company matching 50% of each dollar contributed on the first 6% of pay deferred.
In December 2007, the ERSP was modified, effective January 1, 2008 or as soon thereafter as administratively
practicable, as follows: (1) the maximum employee tax gualified contributions was increased from 16% to 25%
of eligible pay, (2) the maximum Company match was increased from 3% to 3.5% of eligible compensation and
(3) an auto enrollment feature was implemented for new hires and employees who did not previously elect to
cease contributions. The Company also maintains the Supplemental Retirement Savings Plan (SRSP), an
unfunded, nonqualified deferred compensation plan that allows employees whose contributions to the ERSP are
effectively limited to less than 16% of eligible pay (due to dollar limits imposed by the Internal Revenue Service)
1o defer the balance of such 16%, but with no Company matching contribution. The Company maintains no other
nonqualified retirement or deferred compensation programs and offers limited additional executive perquisites,
We view this relatively limited set of benefits and perquisites as appropriate relative to the Company’s current
financial situation and its path to sustained profitability.

Tax and Accounting Considerations

Section 162(m) limits the U.S. federal income tax deductibility of non-*performance-based” compensation
payments in excess of $1 million paid to an NEQ (other than the Chief Financial Officer) in any one year. We
intend to administer compensation plans in compliance with the provisions of Section 162(m) where feasible and
where consistent with Global Crossing’s compensation philosophy. Since we currently operate at a loss for U.S.
corporate income tax purposes, compliance with Section 162(m) increases our net operating loss carry-forwards
rather than reduces current income taxation. We have determined not to administer our 2008 short-term incentive
compensation program in a manner that gives rise to performance-based compensation under Section 162(m) as
we have determined that the benefits of Committee discretion in administering the program outweigh the
potential tax costs.

Report of the Compensation Committee

The Compensation Committee of the Company has reviewed and discussed the Compensation Discussion
and Analysis required by Item 402(b) of Commission Regulation S-K with management and, based on such
review and discussions, the Compensation Committee recommended to the Board that the Compensation
Discussion and Analysis be included in the annual report on Form 10-K and this Proxy Statement.

THE COMPENSATION COMMITTEE

Peter Seah Lim Huat, Chairman
Archie Clemins

Lee Theng Kiat

Robert Sachs
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Summar}l Compensation Table

The table below sets forth information concerning compensation paid to our CEO, CFO and the three other

most highly compensated executive officers {collectively, the “Named Executive Officers”) during the periods
presented.i In accordance with Commission rules, José Antonio Rios is included as a Named Executive Officer
since he would have qualified as one of the three other most highly compensated executive officers but for the
fact that he was no longer an executive officer as of December 31, 2007.

{a) (b) (© (d) (e) 6y (g) (h) (i) (3
Change in
Pension Value
| and
Non-Equity Nonqualified
Stock Option  Incentive Plan Deferred All Other
Name and Principal Salary Bonus Awards Awards Compensation Compensation Compensation

Paosition Year [€))] (H)» 3y ($)y %) Earnings ($)¢ ($)™ Total ($)
John J. chcl .......... 2007 1,100,000 550,000 3,883,040 299,547 147,950 — 27,334 6,007,871
Chief Executive Officer 2006 1,100,000 — 1,097,895 3,221.451 — — 2,742 5.422,088
Jean F. Mandeville ...... 2007 460,111 212,500 1,035,020 346,588 —_ — 6,819 2,061,038
EVP and Chlef Financial 2006 425,000 — 210,720 346,588 —_ — 16,669 998.976
Officer
Jose Antonio RiostV .. ... 2007 229,167 250,000 (240,789  (3.430) —_ -_ 1,696,406 1,931,354
Former Int’l|Pres. and 2006 500,000 — 271,329 1,062,624 — _— 155 1,834,108
Chair, GCUK
DavidR.Carey ......... 2007 416,307 187,500 936410 74,887 —_ — 2,996 1,618,100
EVP, Strategy and 2006 375,000 — 188,946 525,731 —_ — 2,882 1,092,558
Corporate Development
Daniel Enright ......... 2007 350,000 175,000 898,705 74,887 — 4,338 4,670 1,507,600
EVP, Globall Operations 2006 350,000 — 188,946 525,731 — 3357 3,259 1,071,293
John B. McShane ....... 2007 389,320 140,625 845207 51,059 — — 6,778 1,432,989
EVP and Ge;ncral Counsel 2006 375,000 — 203,621 500811 — — 6,669 1,086,101

(1) The %mployment of Mr. Rios terminated on June 15, 2007.

@

3

The :amounts shown are the cash portion of the Retention and Motivation Awards granted on March 13,
2007. The stock portion of the Retention and Motivation awards is included in column (e). For further
dctaills about the awards, see page 26 under the heading “2007 Retention and Motivation Awards”.

Colu!mn (e) includes the amounts recognized in the Company’s consolidated financial statements for 2007
and 2006 in respect of restricted stock units (including the stock portion of the aforementioned 2007
Reterlxtion and Motivation awards) awarded to each of the Named Executive Officers, as determined
pursuant to SFAS No. 123(R), but modified to eliminate any reduction in the grant date fair value of the
awards for the possibility of service-based forfeiture. The amounts shown for each year represent amounts
recogrized in respect of awards granted in that year and in prior years that were outstanding in that year.
The amount shown in column (e) for 2007 with respect to Mr. Rios includes the impact of the reversal of
stock compensation expense related to stock awards that was reported as stock compensation expense in the
Company’s consolidated financial statements for 2006 (and therefore was included in the Summary
Compensation Table in the Company's 2007 Proxy Statement) and was subsequently reversed in 2007 due
to th:e cancellation of such stock awards in connection with the termination of his employment. Such
reversal is included as a credit in the amount of $240,789. The amounts shown for 2006 do not include the
impact of the reversal of stock compensation expense related to the Performance-Based RSUs that was
reported as a stock compensation expense in the Company’s consolidated financial statements for 2005 and
was subsequently reversed in 2006 due to the Company’s failure to meet performance thresholds. Such
reversals were in the amount of $638,804, $198,660, $232,250, $169,713, $161,979 and $140,721 for
Messrs. Legere, Mandeville, Rios, Carey, Enright and McShane, respectively. Such amounts were reflected
as credits to the Stock Awards expense reported in the Summary Compensation Table in the Company’s
2007 Proxy Statement, which was prepared prior to the publishing of certain guidance by the Commission
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(6)

)

regarding the treatment of stock expense accrual reversals for purposes of summary compensation table
disclosure.

Column {e) also encompasses unrestricted common shares of the Company awarded to the Named
Executive Officers under the annual bonus program, which is discussed in further detail on page 23 under
the heading “Short-Term Performance-Based Incentive”. The payout under the 2007 bonus program was
26.9% of annual bonus target. Pursuant to the terms of his employment agreement, Mr, Legere received half
of his bonus payout in cash {which is reflected in column (g}) and half in common shares. The other Named
Executive Officers (except for Mr. Rios) received their 2007 bonus payouts exclusively in common shares,
the value of which is included in column (e). Upon the termination of his employment, Mr. Rios received a
prorated cash bonus payout of $147,808, which is reflected in column (i). For 2006, the Company did not
meet the performance measures stated in the program; therefore no payouts were made to the Named
Executive Officers under the 2006 annual bonus program.

Except as noted above in this footnote, the fair value of the stock awards was determined using the valuation
methodology and assumptions set forth in footnotes 2 and 18 to the Company'’s consolidated financial
statements included in its Form 10-K for the fiscal year ended December 31, 2007.

The amounts shown in column (f) are the amounts recognized in the Company's consolidated financial
statements for 2007 and 2006 in respect of non-qualified stock options awarded to each of the Named
Executive Officers, as determined pursuant to SFAS No. 123(R), but modified to eliminate any reduction in
the grant date fair value of the awards for the possibility of service-based forfeiture. As no stock options
were granted to the Named Executive Officers during 2006 or 2007, the amounts shown for each year
represent amounts recognized in respect of awards granted in prior years that were outstanding in that year.
The amount shown in column (f) for 2007 with respect to Mr. Rios includes the impact of the reversal of
option expense related to options that was reported as option expense in the Company’s consolidated
financial statements for 2006 (and therefore was included in the Summary Compensation Table in the
Company’s 2007 Proxy Statement) and was subsequently reversed in 2007 due to the cancellation of such
options in connection with the termination of his employment. Such reversal is included as a credit in the
amount of $3,430. Except as noted in this footnote, the fair value of the awards was determined using the
valuation methodology and assumptions set forth in footnotes 2 and 18 to the Company’s consolidated
financial statements included in the Company’s Form 10-K for the fiscal year ended December 31, 2007.

As indicated in note (3) above, column (g} reflects the payment of one-half of Mr. Legere’s 2007 annual
bonus in cash.

Of the Named Executive Officers, only Mr. Enright participates in any non-qualified deferred compensation
plan or pension plan. The amounts shown in column (h) for Mr. Enright represent the change in the actuarial
present value of his accumulated benefit under the New Global Crossing Frozen Pension Plan. Information
regarding our calculations of pension values is set forth in footnote 19 to the Company's consolidated
financial statements included in its Form 10-K for the fiscal year ended December 31, 2007.

The amounts shown in column (i) for 2007 include, among other things, the following:

s Mr. Legere: Reimbursement of tax penalty and tax gross-up payment of $12,347, and imputed income
related to a business trip and parking expense reimbursement; and

= Mr. Rios: Severance payment of $1,443,750, payment for unused vacation days of $47,115, payment of
post-employment health benefit premiums of $17,577 and payment of a prorated cash bonus of
$147,808 upon the termination of his employment. Also includes $40,000 in fees paid to Mr. Rios in his
role as non-employee chairman of the board of directors of GC Impsat Holdings I Plc, the subsidiary of
the Company established to acquire Impsat in May 2007, Mr, Rios assumed that role upon his
termination of employment.
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I
Grants of| Plan-based Awards

(a) (b) (©) () (e} [\ @ (h) (i) ) (k) U] (m)
All Other
, Stock All Other
. Awards:  Option
Numher Awards: Exercise Grant
) Estimated Future Payouts Estimated Future Payouts .
Under Non-Equity Incentive Under Equity Incentive Plan of Number of or Base = Date Fair
| Plan Awards'l Awardsiin Shares  Securities Priceof Value of
. of Stock  Underlying Option Stock and
: Grant Threshold Target Maximom Threshold Target Maximum or Units Options Awards Option
Name Award Type  Date {$) $) $) #) #) #) (#)xa (#ys (%/5h)  Awards®
John J.
Legere ... | RSU (Time)  03/13/07 — — — — — — 43,000 — — $1,146,810
| RSU
! (Petformance) 03/13/07 — — — 26,000 52,000 78,000 — — —_ $1,386.840
i Retention and
. Motivation
Award 03/13/07 — — — — — — 90,900 — — $2,424,303
Annual Bonus 03/17/08 $220,000 $550,000 $770.000 $220.000 $550.000 $770.000 —-— —_ —_ $ 550,000
Jean F. |
Mandeville .. RSU (Time)  03/13/07 — — — — — — 14,000 — — $ 373380
RSU
(Performance) 03/13/07 — — — 8.500 17,000 25500 — — — $ 453,390
' Retention and
' Motivation
| Award 03/1307 —_ — — —_— — - 24,500 _ —_ $ 653415
| Annual Bonus 03/17/08 — — — 119643 $299,107 $418,750 — — — $ 299,107
Jose Antonio I
Rios .......! ! RSU (Time)  03/13/07 — — — — — — 12,000 — — $ 320,040
RSU
(Performance) 03/13/07 —_ — — 7,500 15,000 22,500 — — —_ $ 400,050
Retention and
Motivation
Award 03/13107 — — — —_ —_ —_ 31,600 — —_ $ 842,772
Annual Bonus  03/17/08 — — — — — — —_ — — —
David .R |
Carey....... ‘l RSU (Time)  03/13/07 — —_ — — — —_— 12,000 — —_ $ 320,040
RSU
(Performance) 03/13/07 —_ — — 7.000 14,000 21,000 - — _ $ 373380
Retention and
Motivation
Award 03/13/07 — — — — — — 23,000 — — $ 613410
Annual Bonus 03/17/08 — — —  $i08,256 $270,640 $378,897 — — —_ $ 270,640
Daniel
Enright ... .. |RSU (Time)  03/13/07 —_— — — — — — 11,000 — —_ $ 293,370
RSU
!(Performance) 03/13/07 —_ — — 7.000 14,000 21,000 — — —_ $ 373,380
| Retention and
Motivation
Award 03/13/07 — — — — — — 22,10 — — $ 589,407
Annual Bonus  03/17/08 - — — 391,000 $227500 $318,500 —_— — —_ $ 227,500
John B.
McShane ... }RSU (Time)  03/13/07 — — — — — — 10,000 — —_ $ 266,700
RSU
| (Performance) 03/13407 — — — 6,000 12,000 18,000 — — — $ 320,040
1 Retention and
Motivation
Award 03/13/07 — — — — — — 19,500 — —_ 520,065
Annual Bonus 03/17/08 _— — — $ 97110 $242.776 $339.886 — — —_ $ 242,776

(1} The amounts shown for the Award Type “Annual Bonus” in columns (d) through (i) reflect payment ranges
underjthe Company’s 2007 Annual Bonus program, which is discussed in further detail on page 23 under
the heading “Short-Term Performance-Based Incentive.” Generally, any payout of the Annual Bonus
Program is made in Global Crossing common shares with immediate vesting; except that, pursuant to the
terms|of his employment agreement, Mr. Legere receives half of his payout in cash and half in common
shares. Column (d) reflects 40% of the target annual bonus cash payout amount shown in column (e} and
assumes the Company achieves the threshold level of each performance measure under the plan. Column
(f) is |140% of such target cash amount and assumes the Company achieves the maximum level of each
performance measure under the plan. Similarly, column (g) reflects 40% of the target annual bonus common
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(2)

3)

4

(5)
(6)

shares payout amount shown in column (h), and column (i} is 140% of such target shares amount. For 2007,
the Company achieved the threshold level of one performance measure, and the aggregate payout under the
Annual Bonus program was 26.9% of target amount. The aggregate payouts for Messts. Legere, Mandeville,
Carey, Enright and McShane were $295,900, $80,460, $72,802, 361,198 and $65,307, respectively. The

.2007 Annual Bonus program was established by the Board on March 13, 2007, and the grant date for

determining the number of common shares to be paid ocut was March 17, 2008.

The amounts shown for the Award Type “RSU (Performance)” in columns (g} through (i) reflect 2007
Performance-Based RSU grants under the Long-Term Incentive program. The Performance-Based RSUs
granted on March 13, 2007 will vest on December 31, 2009 based on corporate financial performance
metrics for the combined 2007 and 2008 fiscal years, which is discussed in further detail on page 24 under
the heading “Long-Term Incentive Compensation: Eguity Grants”. Column (g) reflects the minimum
payout, which is 50% of the target amount shown in column ¢h). The amount shown in column (i) is 150%
of such target amount. The Performance-Based RSU Award granted to Mr. Rios was canceled upon the
termination of his employment.

The amounts shown for the Award Type “RSU (Time)” in column (j) reflect 2007 Time-Based RSU grants
under the Long-Term Incentive program. The Time-Based RSUs granted on March 13, 2007 will vest on
March 13, 2010 solely based on the continued employment of the executive through that date, which is
discussed in further detail on page 24 under the heading “Long-Term Incentive Compensation: Equity
Grants”. The Time-Based RSU Award granted to Mr. Rios was canceled upon the termination of his
employment.

The amounts shown for the Award Type “Retention and Motivation Award” in column (j} reflect the portion
of the Retention and Motivation Awards granted on March 13, 2007 that was made in Time-Based RSUs of
the Company. Half of such RSUs vested on September 13, 2007 and the balance vested on March 13, 2008,
solely based on the continued employment of the executive through that date. For more details about the
Retention and Motivation Awards, see page 26 under the heading “2007 Retention and Motivation Awards’.
The Time-Based RSUs granted to Mr. Rios pursuant to the Retention and Motivation Award were canceled
upon the termination of his employment.

There were no Stock Option grants for fiscal year 2007.

The amounts shown in column (m) are generally the amounts that would be recognized in the Company’s
consolidated financial statements over the applicable service period for the awards, but modified to
eliminate any reduction in the grant date fair value of the awards for the possibility of service-based
forfeiture. The amounts are based on the target payouts for the awards.
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Outstanding Equity Awards at Fiscal Year-end

(2} ) (© d) (e} ] (g} (h) (i) @
Option AwardstV Stock Awards2Hs
’ Equity
' Incentive
Equity Plan
Incentive  Awards:
Plan Market
Awards: or
Number Payout
[ Equit_y of Value of
Incentive Number  Market Unearned Unearned
Plan of Shares  Value of Shares, Shares,
Awards: or Units  Shares or Unitsor  Units or
Number of Number of Number of of Units of Other Other
| Securities Securities Securities Stock Stock Rights Rights
Underlying  Underlying Underlying Option That That That That
Unexercised Unexercised Unexercised Exercise Option Have Have Not Have Have Not
Options (#) Options #  Unearned Price  Expiration Not Vested Not Vested
Name Exercisable Unexercisable Options (#) [63] Date Vested (#) %) Vested (#) ®
John J.
Legere ... ... 281,154 36,199,446 52,000  $1,146,600
325,000 — — $10.16 12/9/2013 — —_ — —
88,000 — — $15.39  12/15/2014 — — —_ —_
Jean F.
Mandeville |. . 69,846  $1,540,104 17.000 § 374,850
48.886 24,440 — $20.50 2112015 — — —_ —_
Jose Antonio
Rios...... — — — —_
110,000 — — $10.16  09/15/2008 — —_— - —_
14,667 — — $15.39  09/15/2008 — —_ -
David R.
Carey ...... 58,924 $1,299.274 14000 % 308,700
50,000 — — $10.16 12/9/2013 — — — —
22,000 — — $15.39 121572014 — — — —_
Daniel
Enright ...%.. 57474  $1,267,302 14,000 3 308,700
33,330 — — $10.16 12/912013 — — — —
17,000 — — $1539 12/15/2014 — — — —
John B.
McShane . .%. 56,431  $1,244304 12,000 § 264,600
L' 50,000 — — $10.16  12/9/2013 - — - —
15,000 —_ — $15.39  12/15/2014 — — — —_

(1) Options vest in three equal installments, commencing on the first anniversary of the date granted.

(2) Market| Value based on the fair market value of the common shares on December 31, 2007 of $22.05 per

share.

3 Columr::s (g) and (h} include Time-Based RSUs and the actual calculated payout for the March 7, 2006
Performance RSU grant (which will vest on December 31, 2008 based solely on the continued employment

of the ellxecutive through that date).

(4) Columns (i} and (j) reflect target payouts for the March 13, 2007 Performance RSU grant.
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Option Exercises and Stock Vested

(@) ' (b (©) @ (e

Option Awards Stock Awards®
Number of Value Number of Value
Shares Realized on Shares Realized

Acquired on Exercise Acquired on on Vesting
Name Exercise (#) (3] Vesting (#) >
JohnJ. Legere ... —_ — 55,450 $1,067,148
JeanF. Mandeville .......... ... .. . .. i —_ —_ 12,250 $ 214,988
Jose ALRIOS . . .o i e — — 2,400 $ 64,680
DavidR.Carey ..........coiiiiiiiiiiiiinnnnn — — 12,700 $ 234,165
Daniel Enright .. ... ... ... ... i, 21,670 $405,5820 12,250 $ 226,268
John B.McShane ............... ... ..., — — 11,450 $ 216,928

(1) Value based on the difference between the fair market value of the common shares on the date of exercise
and the exercise price.

(2) The amounts in column {(d) reflect the number of shares received in March 2007 by Messrs. Legere, Rios,
Carey, Enright and McShane pursuant to the 2004 Long-Term Incentive Grant and the number of shares
received in September 2007 by Messrs. Legere, Mandeville, Carey, Enright and McShane pursuant to the
2007 Retention and Motivation Awards.

(3) Values based on the fair market value of the common shares of $26.95 per share on March &, 2007 and
$17.55 per share on September 13, 2007, the day of lapse of the 2004 Long-Term Incentive Grant and 2007
Retention and Motivation Awards, respectively.

Nen-Qualified Deferred Compensation Table

None of the Named Executive Officers participates in any non-qualified deferred compensation plan,

Pension Benefits

Number of Present Value of
Years Credited  Accumulated  Payments During

. Name Plan Name Service Benefits ($) Last Fiscal Year
(a) (b) {c} ) (e)
Daniel Enright . ............. New Global Crossing Frozen
Pension Plan 9.75( $183,891@ $0

(1) Mr. Enright’s number of years credited service is 9.75, which was his number of years of service with the
Company when the plan was frozen in 1996.

(2) For a discussion of the valuation method and actuarial assumptions used, see footnote 19 to the Company’s
consolidated financial statements included in its Form 10-K for the fiscal year ended December 31, 2007.

Globai Crossing does not have any current active defined benefit plans, although Global Crossing North
America, Inc., a wholly owned indirect subsidiary of the Company, continues to sponsor a frozen pension plan
(the New Global Crossing Frozen Pension Plan) for the benefit of employees who previously participated in such
plans. Of the Named Executive Officers, only Mr, Enright participates in this plan. Eligibility for pension
payments is based vpon the participant’s age and the number of years worked for the Company (based on a
minimum of 1,000 hours of employment per year), with all calculations based upon compensation levels at the
time pension plans were frozen in 1996. Once the employee begins to receive pension payments, the monthly
amount does not change. A full pension will be paid for participating employees who elect to start receiving their
pension payments at age 65. In the case of Mr. Enright, his monthly pension benefit would be $1,505 if his
pension payments were to start at age 65. Allernatively, employees who satisfy certain criteria regarding age and
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years of service may receive an early pension. Specifically, employees may start receiving early pension benefits
(a) when they are at least 47 years old if they have completed at least 22 years of service with the Company;
{b) when they are at least 52 years old if they have completed at least 17 years of service; or (c) at any age if they
have comﬁ;leted at least 27 years of service. In the case of Mr. Enright, he would be entitled 1o an early monthly
pension benefit of (i) $410 if he were to separate from the Company immediately and elect to start receiving
benefits at age 52, (ii) $1,505 if he were to separate from the Company at or after age 52 and elect to start
receiving benefits at any time thereafter or (iii} depending on his years of service with the Company and the age
at which he elects to start receiving benefits, an amount between $410 and $1,505 if he were to separate from the
Company in the future but before age 52.

Employment Agreements

The Company does not have any employment agreements with any Named Executive Officer except for
John Legere. On August 15, 2006, the Company entered into a new employment agreement (the “2006
Agreement™) with Mr. Legere following approval thereof by the Board on that same date. The 2006 Agreement
has been incorporated by reference to Exhibit 10.2 of our 2006 Annual Report on Form 10-K. The 2006
Agreement supersedes the employment agreement between the parties dated December 9, 2003 (the “2003
Agreement”), except with respect to certain rights Mr. Legere had under such prior agreement relating to
indemnification, liability insurance and the resolution of disputes thereunder.

Consi§tent with the 2003 Agreement, the 2006 Agreement: (1) provides Mr. Legere with an annual base
salary of $1.1 million and a target annual bonus of $1.1 million; (2} entitles Mr. Legere to attend all meetings of
the Board jand to receive all materials provided to Board members, subject to certain limited exceptions; and
&) entitlesi Mr. Legere to reimbursement (on an after-tax basis) for certain excise taxes should they apply to
payments made to Mr. Legere by the Company.

In addition, the 2006 Agreement: (1) extends the contractual term of Mr. Legere’s employment from
December 9, 2007 to August 15, 2010; (2) provides for the payment of severance to Mr. Legere in the event of
termination of Mr. Legere's employment by the Company without “cause” or upon Mr. Legere's death,
“disability| or resignation for “good reason” (as such quoted terms are defined in the agreement (the “Designated
Terminatians”)) in an amount equal to three times, two times or one times the sum of Mr. Legere’s base salary
and target lannual bonus if such termination occurs prior to August 15, 2008, 2009 or 2010, respectively, plus
certain other benefits and payments; (3) clarnifies that the provisions in the 2003 Agreement entitling Mr. Legere
to equity grants on a basis no less favorable than grants for other senior executives of the Company and to the
vesting in full of equity grants upon any Designated Termination apply io all equity-based compensation and not
only to stock options; and (4) provides the Company with the discretion to pay up to one-half of Mr. Legere’s
annual bonus in common shares of the Company.
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL

Payments Made Upon Any Termination

Regardless of the manner in which a Named Executive Officer’s employment terminates, he will be entitled
to receive amounts earned during his term of employment. Such amounts may include:

« amounts contributed and vested under the Company’s Employee Retirement Savings Plan (“ERSP”) and
the Supplemental Retirement Savings Plan (“SRSP"); and

* unused vacation pay.

For all termination reasons except involuntary termination for cause, the Named Executive Officers will
have 90 days from termination in which to exercise any vested stock options. In the case of the Named Executive
Officer’s termination due to death or disability, their vested stock options will remain exercisable for 180 days
from termination. Pursuant to Mr. Legere’s Non-Qualified Stock Option Agreements, for termination due to
death or disability, involuntary not-for-cause termination, voluntary termination for good reason, and termination
due to change in control, he will have 12 months from the date of termination 10 exercise vested options. For all
other reasons except involuntary termination for cause, he will have 90 days from termination to exercise vested
options. Mr. Legere’s Employment Agreement also provides for 100% vesting of all outstanding stock options
and RSUs for all Designated Terminations. Unvested stock options and RSUs for all other Named Executive
Officers are forfeited upon termination for all reasons except as noted on page 36 under the heading “Payments
Made Upon Change In Control Termination™.

Payments Made Upon Involuntary Not-For-Cause Termination or Voluntary Termination With Good
Reason

In the event of an involuntary termination not-for-cause or voluntary termination with good reason of a
Named Executive Officer (except for Mr. Legere to the extent inconsistent with his employment agreement as
described above), in addition to the items identified above, he will be entitled to receive the following items paid
in accordance with the Global Crossing Limited Key Management Protection Plan, which is described in further
detail below:

* alump sum cash severance equal to 2 times base salary plus annual bonus at target;
* alump sum amount representing a pro rata portion of the current year annual bonus at target;
* continued health and welfare benefits for 24 months following termination; and

¢ outplacement services up to an amount equal to 30% of base salary,

Payments Made Upon Death or Disability

In the event of the death or disability of a Named Executive Officer (except for Mr. Legere to the extent
inconsistent with his employment agreement as described above), in addition to the benefits listed under the
heading of “Payments Made Upon Any Termination” above, the Named Executive Officer will also receive:

* benefits under the Company’s disability plan or payment under the Company’s life insurance plan, as
appropriate; and

* apro rata pertion of Time-Based RSUs and Performance-Based RSUs.
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Payments IMade Upon Change in Contrel Termination

In thejevent a named executive officer is terminated as a result of a change in control, in addition to the
benefits lislted above under the headings “Payments Made Upon Any Termination” and *Payments Made Upon
Involuntary Termination Not-For-Cause or Voluntary Termination With Good Reason”, the following will occur:

» all outstanding stock options will immediately become exercisable pursuant to the executive’s
Non-Qualified Stock Option Agreement; and

» all RSUs still subject to restrictions will vest pursuant to the executive's Restricted Stock Unit
Agreement.

|
Global Crt!)ssing Limited Key Management Protection Plan

The K!MPP is intended to retain executive officers and other key executives by mitigating their concerns
about ﬁnanllcial hardship in the event of an involuntary actual or constructive termination without “cause” (as
defined in the plan). The KMPP was originally adopted by the Company on December 9, 2003 and provided
enhanced séverance benefits for the executive officers and certain other key employees of the Comipany named in
the KMPP.|Specifically, if a participant’s employment were terminated by the Company (other than for cause or
by reason of death or disability), or if he or she were to terminate employment for “good reason” (generally, an
unfavorabll change in employment status or compensation), the KMPP, as amended effective December 31,
2007, entitles him or her to receive (i) a lump sum payment equal to the “severance multiplier” of one or 2 times
the sum of|his or her annual base salary plus target bonus opportunity (reduced by any cash severance benefit
otherwise paid to the participant under any other applicable severance plan or severance arrangement), (ii) a
prorated portion of the annual target bonus for the year in which the termination occurred, subject to minimum
target bonus amounts established for purposes of calculating severance, (iii} continuation of life and health
insurance coverages for a number of years equal to the “severance multiplier” and (iv) payment for outplacement
services inlan amount not to exceed 30% of his or her base salary. These benefits are included above under
“Payments Made Upon Involuntary Not-For-Cause Termination or Voluntary Termination With Good Reason.”
The amend:ed KMPP was filed as Exhibit 10.3 to our 2007 Annual Report on Form 10-K. Mr. Legere’s severance
arrangemen'ts are set forth in his employment agreement rather than in the KMPP.

Potential Playments Upon Termination or Change of Control

The ta]ales below reflect the amount of compensation payable to each of the Named Executive Officers of
the Company upon voluntary termination without good reason; termination due to death or disability; involuntary
not-for-cauge or voluntary for good reason termination; involuntary for cause termination; and termination
following ill change in control. The amounts shown assume that such termination was effective as of
December 31, 2007, and thus include amounts earned through such time and are estimates of the amounts, which
would be paid out to the executives upon their termination. The actual amounts to be paid out can only be
determined| at the time of such executive’s separation from the Company. Upon the termination of his
employment on June 15, 2007, Mr. Rios received a cash severance payment of $1,443,750, payment of unused
vacation days of $47,115, payment for life and health premium benefits of $17,577, and a prorated cash bonus
for 2007 of{$147,808. Except as noted below, payments that would be made upon termination to Mr. Legere are
detailed on Page 34 under the heading “Employment Agreements.”
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John J). Legere

Voluntary Involuntary Termination
Termination Not for Cause or Involuntary Change in
without Good Death or Voluntary Termination For Cause Control
Reason on Disability on with Good Reason on Termination on  Termination on
Payments Upon Separation(' 127312007 12/3172007 12/31/2007 12/31/2007 12/31/2607
Unvested Stock Options . . .. — — — — —
Unvested Time-Based RSU
Awards................ —_ $5,996,498 $ 5,996,498 — $ 5,996,498
Unvested Performance RSU
Awards® ... ... ... ... .. —_ $1,349,548 $ 1,349,548 — $ 1,349,548
Qualified Savings Plan® .. .. —_ — — — —
Non-Qualified Savings
Plan® .. ............... — — — — —
PensionPlan ............. — — — — —
Health and Welfare
Benefits ............... - — $ 32,427 — $ 32,427
Excise Tax & Gross-Up .... — — —_ — —
Cash Severances} . . .. ..., ., — — $ 7,700,000 — $ 7,700,000
Accrued Vacation Pay® .., $105769 § 105,769 $ 105,769 $105,769 $ 105,769
Outplacement Services .. ... —_ — $ 330,000 — $ 330,000
Total .................... $105,769  $7,451,815 $15,514,242 $105,769 515,514,242
(1) All benefits are valued as of December 31, 2007. Equity valued using the FMV of $22.05 as of market close

@
&)
)
(&)

(6

on December 31, 2007.

Value of Performance-Based RSUs assumes performance is met at target level.

The Qualified Savings Plan includes total employee and employer contributions to the ERSP.
The Non-Qualified Savings Plan represents employee contributions to the SRSP.

Lump sum cash severance payment of 3 times base salary plus annual bonus at target and a pro-rated annual
bonus at target, paid in accordance with Mr. Legere's August 15, 2006 employment agreement.

Vacation accrual does not include deduction for utilized paid time off for 2007.
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|
Jean ;Mandeville

Voluntary Involuntary Termination
1‘ Termination Not for Cause or_ Involuntary Change in
X without Good Death or Voluntary Termination For Cause Control
‘ Reason on Disability on with Good Reason on Termination on  Termination on
Payments Upon Separationt 1273172007 12/3172007 127312007 1273172007 12/31/2007
Unvested Stock Options . . . — — — — $ 37,882
Unvested Time-Based RSU
Awardsl ................ — $ 928,397 — — $1,482,863
Unvested Performance RSU
Awards® ... — $ 127,104 — — $ 432,092
Qualified §avings Plan® . ... $63,067 & 63,067 $ 63,007 $63,067 $ 63,067
Non-Qualified Savings
Plan® |................ — — — — —
PensionPlan ............. — - - = — —
Health and Welfare
Benefits ............... — — $ 21618 — $ 21,618
Excise Tax & Gross-Up .... — — — — —
Cash Severance® . ......... — — $1,841,857 — 51841857
Accrued Vacation Pay® ....  $35962 $ 35962 $ 35962 $35.,962 $ 35962
Outplacem;ent Services ..... — — $ 140,250 — $ 140,250
Totai . . . ; ................ $59,029  §1,154,529 $2,102,754 $99,029 $4,055,591

(1} All befneﬁts are valued as of December 31, 2007. Equity valued using the FMV of $22.05 as of market close
on December 31, 2007.

(2) Value of Performance-Based RSUs assumes performance is met at target level.
!

{3) The Qualified $avings Plan includes total employee and employer contributions to the ERSP.
I

(4) The Non-Qualified Savings Plan represents employee contributions to the SRSP.

(5) Lump,sum cash severance payment of 2 times base salary plus annual bonus at target and pro-rated annual
bonus|at target paid in accordance with the MPP,

(6) Vacatilon accrual does not include deduction for utilized paid time off for 2007.
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David R, Carey

Voluntary Involuntary Termination
Termination Not for Cause or Involuntary Change in
without Good Death or Voluntary Termination For Canse Control
. Reason on Disability on with Good Reason on Termination on  Termination on

Payments Upon Separation'! 12/31/2007 12/31/2007 12/31/.2007 12/312007 12/31/2007
Unvested Stock Options . . .. — — — —
Unvested Time-Based RSU

Awards ... ............. — $ 724,894 — — $1,252.440
Unvested Performance RSU

Awards@ ... ... ....... — $ 104,495 — — $ 355534
Qualified Savings Plan® , ... $129,507 §$ 129,507 $ 129,507 129,507 129,507
Non-Qualified Savings

Plan® , .. .............. $196,105 % 196,105 $ 196,105 $196,105 $ 196,105
PensionPlan ............. — —_ — — —
Health and Welfare

Benefits .. ............. — — $ 21,618 — $ 21,618
Excise Tax & Gross-Up .. .. — — — — —
Cash Severance® .. ..., ., .. — — $1,673,140 — $1,673,140
Accrued Vacation Pay® . ... § 42500 § 42,500 $ 42,500 $ 42,500 $ 42,500
QOutplacement Services .. ... — — $ 127,500 — $ 127,500

Total .................... $368,112  $1,197,500 $2,190,370 $368,112 33,798,345

(2}
(3)
4
&)]

(6)

All benefits are valued as of December 31, 2007. Equity valued using the FMV of $22.05 as of market close
on December 31, 2007,

Value of Performance-Based RSUs assumes performance is met at target level.
The Qualified Savings Plan includes total employee and employer contributions to the ERSP,
The Non-Qualified Savings Plan represents employee contributions to the SRSP.

Lump sum cash severance payment of 2 times base salary plus annual bonus at target and pro-rated annual
bonus at target paid in accordance with the MPP.

Vacation accrual does not include deduction for utilized paid time off for 2007.
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Daniel J. Enright

Paymenis Upon Separation'”

Unvested Stock Options . ...
Unvested Time-Based RSU

Awards .l .......... ...
Unvested Performance RSU

Awards@ .. ...
Qualified Savings Plan® . . .,
Non-Qualified Savings

Plan® . . ... ..o
Pension Pla
Health and Welfare

Benefits |. ..............
Excise Tax/& Gross-Up .. ..
Cash Severance® .. ........
Accrued Vacation Pay® .. ..
Qutplacement Services .....

B—

Voluntary Involuntary Termination
Termination Not for Cause or Involuniary Change in
without Good Death or Voluntary Termination For Cause Control
Reason on Disability on with Goeod Reason on Termination on Termination on
12/31/2007 12/31/2007 12/3172007 12/31/2007 12/31/2007
— $ 711,939 — — $1,220,468
— $ 104,495 — —-— $ 355534
$592,787 § 592,787 $ 592,787 $592,787 $ 592,787
$179.,553 § 179,553 $ 179,553 $179.553 $ 179,553
— — $ 21618 — $ 21618
— — $1,382,500 _ $1,382,500
$ 41,731 § 41,731 § 41,731 $ 41,7 $ 41,731
— —_— $ 105,000 — $ 105,000
$814,071  $1,630,505 $2,323,189 $814,071 $3,899,191

(1) All bepefits are valued as of December 31, 2007. Equity valued using the FMV of $22.05 as of market close

on December 29, 2007,

(2) Value of Performance-Based RSUs assumes performance is met at target level.

(3) The Qualified Savings Plan inctudes total employee and employer contributions to the ERSP.

(4) The Non-Qualified Savings Plan represents employee contributions to the SRSP.

(5) Lump|sum cash severance payment of 2 times base salary plus annual bonus at target and pro-rated annual
bonus;at target paid in accordance with the MPP.

(6) Vacation accrual does not include deduction for utilized paid time off for 2007.
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John B. McShane

Volantary Inveluntary Termination
Termination Not for Cause or Involuntary Change in
without Good Death or Voluntary Termination For Cause Control
Reason on Disability on with Good Reason on Termination on  Termination on

Payments Upon Separation!!! 12/3172007 12/3172007 12/31/2007 12/31/2007 12/31/2007
Unvested Stock Options . . .. — — — —
Unvested Time-Based RSU

Awards................ — $ 684,928 — — $1,200,071
Unvested Performance RSU

Awards® ... ... — $ 91952 — — $ 308832
Qualified Savings Plan® . ... $202,448 § 202,448 3 202,448 $202,448 § 202,448
Non-Qualified Savings

Plan® . ................ — — — — —
PensionPlan ............. — — — — -
Health and Welfare

Benefits ............... — — $ 21,618 — $ 21,618
Excise Tax & Gross-Up .... — — — — —
Cash Severance®, ... ...... — — $1,546,276 — $1,546,276
Accrued Vacation Pay® ... § 37981 § 37,981 $ 37981 $ 37,981\ $ 37981
Outplacement Services . .... — —_ $ 118,500 — $ 118,500
Total .................... $240,428  $1,107,309 $1,926,823 $240,428 $3,435,726

(1)} All benefits are valued as of December 31, 2007. Equity valued using the FMV of $22.05 as of market close
on December 31, 2007.

(2) Value of Performance-Based RSUs assumes performance is met at target level.
(3) The Qualified Savings Plan includes total employee and employer contributions to the ERSP.
(4) The Non-Qualified Savings Plan represents employee contributions to the SRSP.

(5) Lump sum cash severance payment of 2 times base salary plus annual bonus at target and pro-rated annual
bonus at target paid in accordance with the MPP.

(6) Vacation accrual does not include deduction for utilized paid time off for 2007.
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DIRECTOR COMPENSATION

On August 15, 2006, the Board amended the compensation program for non-employee members of the
Board and tl:le Company’s Executive Committee (“Members”). Each Board Member receives cash compensation
of $5,000 for each meeting of the Board atiended in person and $2,500 for each such meeting attended
telephonically. Each Board Member also receives cash compensation for attendance at each meeting of a
committee of the Board of which he or she is a member in the amount of $2,500 for each meeting attended in
person and $1,250 for each such meeting attended telephonically. Each Executive Committee Member receives
cash compensation for attendance at each meeting of the Board (unless he or she is a Board Member, in which
case he or she receives no additional compensation in the capacity of Executive Committee Member) and the
Executive Committee in the amount of $2,500 for each meeting attended in person and $1,250 for each such
meeting attended telephonically.

In connection with their employment by ST Telemedia and its affiliates, Messrs, Lee and Clontz assigned
their rights to Board fees and retainers to a subsidiary of ST Telemedia. The Company reduces fee and retainer
payments to non-U.S. resident directors by the amount of the applicable U.S. withholding taxes, although we will
reimburse SLlCh directors up to $7,000 (including a tax gross-up) for the costs to engage a tax accountant to
prepare their non-resident U.S. income tax returns.

Each Member, each non-employee chairman of a Board committee and each member of the Government
Security Cammittee also receives annual retainers in accordance with the following schedule (such retainers
payable in dash prior to 2007 and (subject to share availability) one-half in cash and one-half in common shares
of the Com;')any in 2007 and thereafter):

+ Board Chairman Retainer: $100,000
¢ Board Vice Chairman Retainer: $75,000
» Retainer for Other Members of Board or Executive Committee: $50,000
+  Additional Retainer for Government Security Committee Members: $45,000
+  Additional Committee Chair Retainers:
» | Audit: $30,000
+ | Compensation: $15,000
+ | Nominating and Corporate Governance: $10,000
+ | Executive: $10,000
s | Government Security: $10.000
In addition, on the date of each annual general meeting of shareholders, each Member is granted restricted

stock units \with one year vesting valued at $50,000 based on the closing price of the Company’s common shares
on such date.
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Director Compensation Table

(a) b (c) d) (e) () (g (h)
Change in
Pension Value
and
Fees Nongqualified
Earned Deferred
or Paid Stock Non-Equity Compensation All Other
inCash Awards Option Incentive Plan Earnings Compensation
Name (%) (S)n2 Awards  Compensation $) sy Total ($)
EC AMrdgeJr. ............ $143,750 $113,108 — —_ — — $256,858
Archie Clemins ............. $131,250 $113,108 — — — — $244,358
Steven T. Clontz® .......... $ 37500 113,108 -— —_ — — $150.608
Donald L. Cromer ........... $130,000  $113,108 — — — — $243,108
Richard R. Erkeneff ......... $131,250  $113,108 — — — — $244 358
Jeremiah D. Lambertt¥) .. ..... $ 43750  $113,108 — — —_ — $156,858
Lee Theng Kiat ............. $ 71,250 $113,108 — — — — $184,358
Charles Macaluso ........... § 70,000 $i13,108 - — — — $183,108
Michael Rescoe ............. $100,000 $113,108 — — — — $213,108
Robert J. Sachs ............. $ 80,000 $113,108 — — — — $193,108
Peter Seah Lim Huat . .... .. .. $110,000 $140.277 — — — — $250,277
Lodewijk Christiaan van
Wachem ................ $ 95000 $152,771 — —_ — 1.839 $249,610

(1) The amounts shown in column (¢) are the amounts recognized in the Company’s consolidated financial
statements for 2007 in respect of restricted stock units awarded to each of the Board of Directors, as

determined pursuant to SFAS No. 123(R), but modified to eliminate any reduction in the grant date fair

value of the awards for the possibility of service-based forfeiture. Except as noted in the immediately
preceding sentence, the fair value of the awards was determined using the valuation methodology and
assumptions set forth in footnotes 2 and 18 to the Company's consolidated financial statements included in
its: Form 10-K for the fiscal year ended December 31, 2007. The amounts shown include amounts
recognized in the Company’s consolidated financial statements for 2007 in respect of awards granted in
2007 and in prior years that were outstanding in 2007,

The number of outstanding stock awards and options for each director at December 31, 2007 is as follows:

ECAldridge Jr. . ...
Archie CleminS .. e e
Steven T. Clontz .. .. e e

Jeremiah D. Lambert . .. ... ... e e
LeeTheng Kiat ... ... . e e
Charles Macaluso ... i

Stock
Awards

Options*

5,170
5170
5,170
5,170
5,170
5,170
5,170
5,170
5170
5,170
6,545
6,545

12,000
222,000

40,000

*  Reflects shares issuable upon exercise of vested options granted by the STT Shareholder Group in the

outstanding common shares of the Company held by the STT Shareholder Group.
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|
|
|
The grant date fair value of each equity award granted in 2007, as determined pursuant to SFAS No. 123(R)

{but mbdified to eliminate any reduction for possibility of service-based forfeiture), was as follows:

| Grant Date Fair Value

| Award Type Grant Date Grant Amount of Award

EC Al'dridge 1 Retainer Shares 01/31/07 488 $12,503

RSU (Time) 06/12/07 2,420 549,997

I Retainer Shares 07/02/07 653 $12,505

Archnz1 Clemins . ........... Retainer Shares 01/31/07 488 $12,503

RSU (Time) 06/12/07 2,420 $49,997

) Retainer Shares 07/02/07 653 $12,505

Sleven T.Clontz ........... Retainer Shares 01/31/07 488 $12,503

RSU (Time) 06/12/07 2,420 $49,997

Retainer Shares 07/02/07 653 $12,505

Donald L. Cromer ......... Retainer Shares 01/31/07 488 $12,503

l RSU (Time) 06/12/07 2,420 $49,997

. Retainer Shares 07/02/07 653 $12,505

Richard R. Erkeneff ........ Retainer Shares  01/31/07 488 $12,503

RSU {Time) 06/12/07 2,420 $49,997

Retainer Shares 07/02/07 653 $12,505

Jeremiah D, Lambert ....... Retainer Shares 01/31/07 488 $12,503

’ RSU (Time) 06/12/07 2,420 $49.997

| Retainer Shares 07/02/07 653 $12,505

Lee Tl"eng Kiat............ Retainer Shares 01/31/07 488 512,503

RSU (Time) 06/12/07 2,420 $49,997

| Retainer Shares 07/02/07 653 $12,505

Charles Macaluso . ......... Retainer Shares  01/31/07 488 $12,503

i RSU (Time) 06/12/07 2,420 $49,997

Retainer Shares 07/02/07 653 $12,505

Michael Rescoe ........... Retainer Shares 01/31/07 488 $12,503

RSU (Time) 06/12/07 2,420 $49,997

i Retainer Shares 07/02/07 653 $12,505

RobertJ. Sachs ............ Retainer Shares 01/31/07 488 $12,503

RSU (Time) 06/12/07 2,420 $49,997

Retainer Shares 07/02/07 653 $12,505

Peter Seah Lim Huat ....... Retainer Shares 01/31/07 732 $18,754

RSU (Time) 06/12/07 2,420 $49,997

l Retainer Shares 07/02/07 979 $18,748
Lodewijk Christiaan van

Wal 1hf:m ............... Retainer Shares 01/31/07 976 $25,005

[ RSU (Time) 06/12/07 2,420 $49,997

| Retainer Shares 07/02/07 1,305 $24.991

(2) The R&:‘;Us granted on March 8, 2004, vest 10%, 15%, 20%, 25% and 30%, respectively, on the first through
fifth anniversaries of the date of grant. The RSUs granted on August 15, 2006 vested on August 15, 2007.
The re{amer shares granted on January 31, 2007 and July 2, 2007 vested immediately upon grant. The RSUs
granted on June 12, 2007 will vest in their entirety on June 12, 2008. No dividends are payable on RSUs.

(3) The amount shown for Mr. van Wachem reflects a tax gross-up payment of $1,839.

(4) Messrﬁ. Clontz and Lambert are members of the Executive Committee but are not members of the Board of
Directgrs.




SECURITY OWNERSHIP

Directors and Executive Officers

The following table sets forth the beneficial ownership of the Company’s common stock as of April 14,
2008, for each director and each Named Executive Officer herein, and by all Directors, Executive Committee
Members and executive officers of the Company as a group. To our knowledge, each such shareholder has sole
voting and investment power with respect to the shares shown, unless otherwise noted. For purposes of this table,
an individual is deemed to have sole beneficial ownership of securities owned jointly with such individual’s
spouse. Amounts appearing in the table below include (1) ail common shares outstanding as of April 14, 2008,
(2) all restricted stock units vesting within 60 days of April 14, 2608 and (3) all common shares issuable upon the
exercise of options, warrants or other rights within 60 days of April 14, 2008.

Restricted Stock  Options Currently Sl(')rc(;:?:nd
Units Vesting Exercisable Stock Based  Percent of
Owned Stock  Within 60 days ‘Within 60 days Holdings Class
ECAldridgelJr. ................... 9,522 2,420 — 11,942 *
Archie Clemins . .................. 9,522 2,420 —_ 11,942 *
StevenT.Clontz . .................. 8,522 2,420 12,0000 22,942 *
Donald L. Cromer ................. 8,522 2,420 —_ 10,942 *
Richard R. Erkeneff ................ 12,022 2,420 — 14,442 *
Jeremiah D. Lambert ............... 8,522 2,420 — 10,942 *
Lee Theng Kiat ................... 7,942 2,420 222,000 232,362 *
Charles Macaluso . ................. 8,522 2,420 — 10,942 *
Michael Rescoe ................... 8,522 2,420 — 10,942 *
RobertJ.Sachs . ................... 8,522 2,420 —_ 10,942 *
Peter Seah LimHuat . .............. 10,307 2,420 40,0001 52,727 *
Lodewijk Christiaan van Wachem . . . .. 16,101 2,420 —_ 18,521 *
JohnlJ. Legere ................ ..., 78,009 90,000 413.,000@ 581,009 1.1%
Jean F. Mandeville ................. 29,954 22,000 73,3262 125,280 *
Jose A/ Rlos ...................... — —_ 124,667 124,667 *
DavidR. Carey .................... 30,111 15,000 72,0002 117,111 *
Daniel E. Ennght ..... ... .......... 23,998 15,600 50,330@ 89,328 *
John B.McShane .................. 18,044 15,000 65,000 08,044 *
All Directors and executive officers as a
group (25 persons) ............... 372,054 237,252 1,219,791 1,829,097 3.3%

*  Percentage of shares beneficially owned does not exceed one percent.

(1) Reflects shares issuable upon exercise of vested options granted by the STT Shareholder Group in the
outstanding common shares of the Company held by the STT Shareholder Group.

{2) Reflects shares issuable upon exercise of vested options granted by the Company under the 2003 Global
Crossing Limited Stock Incentive Plan,
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Certain Beneficial Owners

The following table sets forth, as of April 14, 2008, certain information regarding the beneficial ownership
of the Company’s common shares by each person or entity who is known by us to beneficially own 3% or more
of our common shares. As of April 14, 2008, 55,467,584 common shares and 18,000,000 Senior Preferred Shares
were issued and outstanding. The Senior Preferred Shares are held by the STT Sharcholder Group and are
convertible |into commeon shares on a one-for-one basis (subject to adjustment). The provisions governing the
conversion fights of the Senior Preferred Shares can be found in the “Certificate of Designations” filed as Exhibit
4.2 to our 2003 annual report on Form 10-K.

Common Stock Preferred Stock

Percent Percent

Shares of Class Shares of Class

STT Sharehlolder Grouptl ... .. 29,356,431 52.9% 18,000,000 100%
Fidelity Management and Research®® ....................... 7,961,650 14.4% — —
Iridian Assf*;l Management® ... ... 5277643 9.5% - -

(1) Based lon information provided in Amendment No. 13 to Schedule 13D filed by such shareholders on
Augusl 29, 2007 and on Form 4s filed by such shareholders on August 29, 2007 and January 22, 2008. STT
Crossing Ltd. (“STT Crossing™ is an indirect subsidiary of Temasek Holdings (Private} Limited
(“Tempsek™), its ultimate parent entity, and is located at 10 Frere Felix de Valois Street, Port Louis,
Mauritius. As of April 14, 2008, STT Crossing owned 29,356,431 common shares and 18,000,000 Senior
Preferred Shares. Temasek, through its ultimate ownership of STT Crossing, may be deemed to have voting
and dif positive power over all such shares; however, pursuant to Rule 13d-4 under the Exchange Act,
Temasek expressly disclaims beneficial ownership of such shares. In addition to the share amounts detailed
herein! Temasek may be deemed to beneficially own 13,730 additional common shares, which are owned
benefi(l:ially and of record by Temasek's wholly owned subsidiary, Fullerton (Private) Limited.

(2) Based |on information provided in Amendment No. 2 to Schedule 13G filed on behalf of such shareholders
on February 14, 2008 by FMR LLC, a parent holding company, with a business address at 82 Devonshire
Street,‘ Boston, Massachusetts 02109. Fidelity Management & Research Company (“Fidelity”), a wholly-
owned subsidiary of FMR LLC and an investment adviser registered under Section 203 of the Investment
Advisérs Act of 1940, is the beneficial owner of 7,961,650 shares or 14.4% of the Common Stock
outstarlxding of Global Crossing as a result of acting as investment adviser to various investment companies
registelred under Section 8 of the Investment Company Act of 1940. The ownership of one investment
company, Fidelity Mid Cap Stock Fund, amounted to 4,200,000 shares or 7.6% of the Common Stock
outstaudmg Edward C. Johnson 3d and FMR LLC, through its control of Fidelity, and the funds each has
sole power to dispose of the 7,961,650 shares owned by the funds. Members of the family of Edward C.
Johnson 3d, Chairman of FMR LLC, are the predominant owners, directly or through trusts, of Series B
shares|of common stock of FMR LLC, representing 49% of the voting power of FMR LLC. The Johnson

family, group and all other Series B shareholders have entered into a sharcholders' voting agreement under

whichLall Series B shares will be voted in accordance with the majority vote of Series B shares.

Accordingly, through their ownership of voting common stock and the execution of the shareholders’ voting

agreement, members of the Johnson family may be deemed, under the Investment Company Act of 1940, to

form b controlling group with respect to FMR LLC. Neither FMR LLC nor Edward C. Johnson 3d,

Chairman of FMR LLC, has the sole power to vote or direct the voting of the shares owned directly by the

Fidelity funds, which power resides with the funds' Boards of Trustees.

3 Based‘ on information provided in Amendment No. | to Schedule 13G filed by such shareholders on
February 4, 2008. Iridian Asset Management LLC (“Iridian”) has direct beneficial ownership of 5,277,643
shares|of Common Stock or 9.5% of the outstanding shares in the accounts for which it serves as investment
adviser under its investment management agreements. BIAM (US) Inc., as the controlling member of
Iridiaql, may be deemed to possess beneficial ownership of the shares of Common Stock beneficially owned
by Iridian. BanclIreland (US) Holdings, Inc. (“Banclreland”), as the sole shareholder of BIAM (US) Inc.,
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may be deemed to possess beneficial ownership of the shares of Common Stock beneficially owned by
BIAM (US) Inc. BIAM Holdings (“Holdings™), as the sole shareholder of Banclreland, may be deemed to
possess beneficial ownership of the shares of Common Stock beneficially owned by BancIreland. The
Governor and Company of the Bank of Ireland {the “Bank of Ireland™), as the sole sharehelder of Holdings,
may be deemed to possess beneficial ownership of the shares of Common Stock beneficially owned by
Holdings. The business address of Iridian is 276 Post Road West, Westport, Connecticut 06880-4704. The
business address of the Bank of Ireland and Holdings is Head Office, Lower Baggot Sireet, Dublin 2,
Ireland. The business address of Banclreland and BIAM (US) Inc. is Liberty Park #15, 282 Route 101,
Amherst, New Hampshire 03110.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Based on our records, during 2007, no officer, director or 10% or greater shareholder of the Company failed
to properly report any purchase or sale of the Company’s common shares, except as noted below:

+ A Form 3/A was filed by Mr. Barua on March 11, 2008 to report an overstatement of 390 shares in the
originat Form 3 filed by Mr. Barua on February 8, 2007.

+ A Form 3/A was filed by Mr. Breauninger on March 11, 2008 1o report an overstatement of 4,302 shares
in the original Form 3 filed by Mr. Breauninger on February 8, 2007.

SUBMISSION OF FUTURE SHAREHOLDER PROPOSALS

All proposals of shareholders who wish to bring business before our 2009 Annual General Meeting of
Shareholders must be received by us at our principal executive offices at Wessex House, 45 Reid Street,
Hamilton HM12 Bermuda, not later than December 30, 2008, for inclusion in our proxy statement and form of
proxy relating to such annual meeting. Upon timely receipt of any such proposal, we will determine whether or
not to include such proposal in the proxy statement and proxy in accordance with applicable law.

Under the Companies Act of 1981 (Bermuda), any shareholders who represent not less than 5% of the total
voting power of shareholders having the right to vote at the meeting or who are 100 or more in number may
requisition any resolution which may properly be moved at a shareholders’ meeting. A shareholder wishing to
move a resolution at an annual meeting is generally required to give us notice of the resolution at our registered
office at least six weeks before the meeting. Any such proposal must also comply with the other provisions
contained in our bye-laws relating to sharcholder proposals.

At this time, as described above, the STT Shareholder Group has the right to appoint eight of the ten
members of our Board of Directors. These designation rights will in general coantrol the nomination process for
such designated members until the STT Shareholder Group’s share ownership percentage in the Company
changes. However, with respect to the two Board seats not currently controlled by ST Telemedia’s designation
rights, as well as any other Board seats that may cease to be governed by ST Telemedia’s designation rights in
the future, the Board will consider Director candidates nominated by shareholders. Pursuant to Section 87(e) of
our bye-laws, the shareholders are entitled to elect directors to any Board seats that have ceased being subject to
ST Telemedia’s designation rights at the next meeting of shareholders. For a shareholder to nominate a Director
for election at the 2008 Annual General Meeting of Shareholders, a notice executed by that shareholder (not
being the person to be proposed) must be received by our Secretary as soon as practicable and in any event at
least six weeks before the meeting at Wessex House, 45 Reid Street, Hamilton HM12, Bermuda. This notice
should state the intention of that sharecholder to propose such person for appointment and set forth as to each
person whom the shareholder proposes to nominate for election (i) the name, age, business address and residence
address of such person, (ii) the principal occupation or employment of such person, (iii) the class, series and
number of shares of our capital stock which are beneficiaily owned by such person, (iv) particutars which would,
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if such person were so appointed, be required to be included in our register of Directors and officers and (v} all
other information relating to such person that is required to be disclosed in solicitations for proxies for the
election of Directors pursuant to the rules and regulations of the Commission under Section 14 of the Exchange
Act, together with notice executed by such person of his or her willingness to serve as a Director if so elected.

SHAREHOLDER COMMUNICATIONS WITH DIRECTORS

Our BlDard has established a process to receive communications from shareholders and other interested
parties. Shareholders and other interested parties may contact any member (or all members) of the Board, any
Board committee or any chair of any such committee by mail. To communicate with the Board of Directors, any
individual Directors or any group or committee of Directors, correspondence should be addressed to the Board of
Directors or any such individual Directors or group or committee of Directors by either name or title. All such
correspondence should be sent “c/o Secretary” at Wessex House, 45 Reid Street, Hamilton HM12, Bermuda.
Communications are distributed to the Board, or to any individual Directors as appropriate, depending on the
facts and circumstances outlined in the communication. However, product complaints, inquiries or suggestions;
résumés anh other job inquiries; surveys; business solicitations or advertisements; and material that is unduly
hostile, threlatening, illegal or similarly unsuitable will not be forwarded to the Board.

DELIVERY OF DOCUMENTS TO SHAREHOLDERS SHARING AN ADDRESS

If youjare a beneficial owner, but not the record holder, of Company shares, your broker, bank or other
nominee may deliver only one copy of this Proxy Statement and the Annual Report to multiple shareholders who
share an address unless that nominee or Global Crossing has received contrary instructions from one or more of
the shareholders. We will deliver promptly, upon written or oral request, a separate copy of this Proxy Statement
and the Am:lual Report to a shareholder at a shared address to which a single copy of the document was delivered.
A shareholder who wishes to receive a separate copy of our proxy statements and annual reports, now or in the
future, should submit their request to us by telephone at (800) 836-0342 or by submitting a request by e-mail to
investors@globalcrossing.com or a written request to the Secretary, Wessex House, 45 Reid Street, Hamilton
HM12 Berrlhuda. Beneficial owners sharing an address who are receiving multiple copies of proxy materials and
annual reparis and wish to receive a single copy of such materials in the future will need to contact their broker,
bank or other nominee to request that only a single copy of each document be mailed to all shareholders at the
shared address in the fusure.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports, proxy statements and other information with the Commission.
You may fead and copy any reports, statements or other information we file at the Commission's public
reference rc'moms in Washington, D.C., New York, New York and Chicago, Illinois. Please call the Commission at
1-800-SEC:0330 for further information on the public reference rooms. OQur Commission filings are also
available to the public from commercial document retrieval services and at the web site maintained by the
Commission at http://www.sec.gov. You may also visit us at www.globalcrossing.com.

April 29, 2008
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PART I

ITEM 1. BUSINESS
Introduction

Global Crossing Limited, or “GCL,” was formed as an exempt company with limited liability under the
laws of Bermuda in 2003. GCL is the successor to Global Crossing Ltd., a company formed under the laws of
Bermuda in 1997 (“Old GCL”) which, together with a number of its subsidiaries (collectively, the
“GC Bebtors™), emerged from reorganization proceedings on December 9, 2003. Except as otherwise noted
herein, references in this annual report on Form 10-K to “Global Crossing,” “the Company,” “we,” “our” and
*“us” in respect of time periods on or prior 10 December 9. 2003 mean Old GCL and its subsidiaries (collectively,
the “Predecessor”), while such references in respect of time periods after December 9, 2003 mean GCL and its
subsidiaries (collectively, the “Successor™).

LIS

We are a communications solutions provider, offering a suite of Internet Protocol (“IP”) and legacy
telecommunications services in most major business centers in the world, We serve many of the world’s largest
corporations and many other telecommunications carriers, providing a full range of managed data and voice
products and services that support a migration path to a fully converged IP environment.

Our principal executive offices are located at Wessex House, 45 Reid Street, Hamilton, HM 12 Bermuda.
Our principal administrative offices are located at 200 Park Avenue, Suite 300, Florham Park, New Jersey 07932,
Our Internet address is www.globalcrossing.com, where you can find copies of this annual report on Form 10-K
and our quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to these reports filed or
furnished pursuant to Section 13(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act™), as
well as our proxy statements for our meetings of shareholders, atl of which we will make available free of charge
as soon as reasonably practicable after such reports are electronically filed with or furnished to the Securities and
Exchange Commission {the “SEC").

As of March 1, 2008, we employed approximately 4,936 people, of whom approximately 98% are full-time
employees and the balance are part-time or temporary employees. We consider our employee relations to be
good. None of our employees are currently covered by collective bargaining agreements, other than
approximately 38 employees in the United Kingdom (“U.K.”}. In addition, Brazilian law requires us to negotiate
certain labor terms and conditions, including salaries and wages, with industry-specific unions, and to obtain
approval of our approximately 367 employees in that country.

As a result of the May 9, 2007 acquisition of Impsat Fiber Networks, Inc. and its subsidiaries (collectively,
“Impsat”™) and the establishment of a business unit management structure, we now report financial results based
on the following three operating segments; (i) Global Crossing {(UK) Telecommunications Limited (“GCUK")
and its subsidiaries (collectively, the “GCUK Segment™), which provide services primarily to customers in the
U.K,; (ii) Impsat’s holding company, GC Impsat Holdings I Plc (“GC Impsat™), and its subsidiaries (collectively,
the “GC Impsat Segment”), which provide services primarily to customers in Latin America; and (iii) GCL and
its other subsidiaries (collectively, the “Rest of World Segment” or “ROW Segment”), which represent all our
operations outside of the GCUK Segment and the GC Tmpsat Segment and operate primarily in North America,
with smaller operations in Europe, Latin America and Asia. Prior to the Impsat acquisition, our operating
segmenis were based on product and customer groupings rather than geographic region. Specifically, our
operating segments before the Impsat acquisition were “enterprise, carrier data and indirect channels” (which we
sometimes refer to as “invest and grow” sales channels in our press releases pertaining to financial results),
“carrier voice” and “consumer voice.” These groupings are now considered sales channels within our geographic
operating segments, although we are no longer marketing voice services directly to consumers, and consumer
voice revenues constituted less than 0.3% of consolidated revenues in 2007, See below in this Item [, Item 7,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and Note 24,




“Segment Reporting,” to our consolidated financial statements included in this annual report on Form 10-K for
further information regarding our operating segments.

During| 2004 and 2005, we completed the following dispositions:

. OnI August 13, 2004, we sold our subsea cable installation and maintenance business, Global Marine
Systems Limited (together with its subsidiaries, “Global Marine™), to Bridgehouse Marine Limited
(“l%ridgchouse”) for $1 million. During the third quarter of 2005, we completed the transfer of our forty-
niqe percent shareholding in a related joint venture primarily engaged in the subsea cable installation
and maintenance business in China to Bridgehouse for $14 million.

*  On May 3, 2005, we sold our trader voice business (“Trader Voice™), which provided services primarily
to the financial markets industry, to WestCom Corporation for $25 million.

*  On December 31, 2005, we completed the sale of our Small Business Group business (“SBG”) , which
pravided services to approximately 30,000 small to medium-sized businesses in the United States
(“U.8.”), to Matrix Telecom for approximately $38 million.

On October 11, 2006, we announced the acquisition by one of our ROW Segment subsidiaries of 91% of the
outstanding| ordinary share capital of Fibernet Group Plc (“Fibernet™), a provider of specialist
telecommunications services in the U.K. On December 12, 2006, such subsidiary acquired all remaining
outstandinng Fibernet shares. Total consideration for the transaction including direct costs was approximately
52 million pounds sterling (approximately $97 million). On December 28, 2006 Global Crossing Finance (UK)
Plc (“Finance”), a wholly owned finance subsidiary of GCUK, issued 52 million pounds sterling aggregate
principal amount of notes pursuant to its indenture dated as of December 23, 2004, priced at 109.25 percent of
par value folr gross proceeds of 56.8 million pounds sterling (approximately $111 million). Substantially all of
these proceeds were used by GCUK to purchase the shares of Fibernet from the ROW Segment. Fibernet is now
a subsidia:)‘ within the GCUK Segment and a guarantor of GCUK’s $200 million and 157 mitlion pounds
sterling aggregate principal amount (approximately $513 million combined) of senior secured notes due 2014
{the “GCUK Notes™)

On October 25, 2006, GCL and our subsidiary, GC Crystal Acquisition, Inc. (“GC Crystal”) entered into an
Agreement bnd Plan of Merger, as amended (the “Merger Agreement’”), with Impsat, a leading provider of
private telecommunications, Internet and information technology services to corporate and government clients in
Latin America. On February 14, 2007, GC Impsat , a wholly-owned indirect subsidiary of GCL, issued $225
million of 9/875% senior notes due 2017 (the “GC Impsat Notes™) in connection with the acquisition of Impsat,
including th refinancing of debt. On May 9, 2007, we announced the completion of the acquisition of Impsat for
cash representing a total equity value of approximately $95 million.

|

Although we operate GC Impsat as a separate segment, since the acquisition we have been engaged in
integration e%ctivities to realize cost savings and to take advantage of cross-selling opportunities. The cost savings
initiatives are focused on: cost of access savings through the migration of current third party services to our
combined nétwork; corporate overhead savings as a result of reductions in redundant administrative personnel;
and network and capital expenditure savings resulting primarily from consolidating real estate and leveraging
increased purchasing power. In addition, we have begun the process of consolidating our “legacy” operating
entities in th]e Latin American region (i.e., those that pre-dated the Impsat acquisition), which are included in our
ROW Segment, with the Impsat entities comprising the GC Impsat Segment.

Business Strategy

In 2007|, we substantially completed a set of strategic initiatives first announced in late 2004, including the
divestment of non-core businesses, the reduction in our wholesale voice business to realize improved margins,
and an increased focus on and investment in our target enterprise, carrier data and indirect sales channels. The
acquisitions 'of Fibernet and Impsat were important steps in advancing these initiatives.
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The enterprise customer sector continues to represent a significant market opportunity for us, particularly in
the financial services, high-tech, healthcare, pharmaceuticals, transportation and distribution, and research and
education sectors, as does the government sector. We also target the communications carrier and alternative
provider sectors, which include international and domestic network service providers, cable providers, internet
service providers, wireless carriers, and content distribution service companies. Our primary method of
distribution s through a worldwide direct sales force. To complement direct distribution, we have developed
alliances with major systems integrators to effectively address the requirements of customers who prefer turnkey
or outsourced solutions provided by these industry participants, We also use incumbent and other
telecommunications providers as an alternative channel of distribution, To facilitate this method of distribution,
we have enabled our advanced IP solutions to inter-operate with incumbent and other telecommunications
service providers. This interfacing allows these providers to augment their own capabilities and address a wider
range of their enterprise customers’ geographic and product-related requirements, while allowing us to benefit
from their considerable distribution capabilities. We now have over 50 incumbent and alternative carriers around
the world participating in this distribution arrangement called the Global Partners Program.

We expect continued growth in the demand for global bandwidth and IP services due to several significant
trends. End-user traffic is expected to continue to grow due to continued adoption of broadband access to the
Internet by businesses and consumers and significant mass adoption of high bandwidth and data-intensive
consumer and business applications that have large file content such as video. We expect the demand for high
performance data communications to continue to be driven by the intreduction of more powerful computers and
software applications, facilitating higher download rates. and increased usage of e-mail, voice over Internet
Protocol (“VoIP”) services, streaming video, wireless local area networks, teleconferencing and other
innovations. In addition, we expect global enterprises to continue to outsource their networking needs as
companies require networks that interact internally, as well as with partners, customers and vendors, driving the
demand for IP-based virtual private networks (“VPNs” or “IP VPNs”) and managed services. We also expect
mobile traffic growth to remain strong due to increased adoption of mobile communications, increased usage per
mobile connection and increased usage of mobile data applications. Finally, we expect a continuation of the
industry shift of business applications to [P-based platforms.

The competitive landscape in the telecommunications industry continues to change, and we believe we are
well positioned to take advantage of these changes. As the number of available service providers diminishes with
industry consolidation, we expect to experience greater demand from customers seeking network diversity,
redundancy and a supplier that can meet their requirements worldwide. Our existing customer base, transport and
hosting capabilities, and extensive network of suppliers globally, coupled with our systems, processes and strong
customer service, position us as a viable provider of global services. In addition, our corporate development
activities, including the acquisitions of Fibernet and Impsat, have accelerated the growth of our enterprise and
carrier data businesses. We continue to analyze potential corporate development opportunities that would
increase our scale and efficiency and/or expand our product sets and netwaork reach.

For 2008, we have defined five operational imperatives which we believe will help enhance revenue growth
and profitability. First, we are adding sales and sales support personnel in our larget enterprise, carrier data and
indirect sales channels. Secondly, we intend to maintain our focus on customers and further improve the
customer experience. Third, we intend to invest in products and services by augmenting capacity and bringing
new products to market, such as hosted IP telephony and Ethernet services, while enhancing our flagship VPN
and VolP offerings and expanding our data center capabilities. Fourth, we intend to continue to take actions to
improve our cost structure, particularly in the area of cost of access. Fifth, we intend to increase our focus on our
employees, since meeting the other imperatives requires an engaged and enthusiastic work force. Consistent with
these operational imperatives, we believe that the factors listed below provide us with competitive advantages in
our target markets and significant opportunities to enhance growth and profitability.

Customer Focus

*  We have adopted a continuous improvement management approach to enhance the customer experience
and are investing in processes, systems, personnel and tools to better enable our customers to configure
and manage our services.




| . . . . .
We routinely survey our customers with the help of an independent research firm to identify
opportunities to improve service. These surveys reflect strong customer satisfaction ratings in network
pel':fonnance, account support, service activity and billing assistance.

We have created an award-winning Web-based customer interface, uCommand®, which allows
customers to monitor and manage their networks in real time.

Ou}- worldwide network is monitored from muliple, global network operating centers on a 24/7 basis,
providing redundancy and serving as a single point of contact for ali service matters.
i

!

Investments in Products and Services

We| provide quality of service guarantees on a premises-to-premises basis globally.

We have consistently introduced leading-edge service offerings, such as IP VPNs over a Multi-Protocol
Label Switching (“MPLS"™) core, supporting converged IP services of VoIP and video over IP.

We}were the first, and remain the only, global communications provider with Internet Protocol version 6
(“IPv6™} natively deployed in both our private and public backbone networks; we are uniquely qualified
to enable a transition to IPv6. [Pv6 is a network layer for packet-switched internetworks. It is designated
as llhe successor of Internet Protocol version 4, the current version of the IP, for general use on the
Internet. The main change brought by IPv6 is a much larger address space that allows greater flexibility
in a;ssigning addresses.

Wel have the demonstrated ability to manage secure environments and have held clearances 1o handle
sen§itive traffic for the U.K. Government since 1989.

Ouri global network features advanced denial of service detection and prevention, including
sophisticated monitoring, filtering and reporting tools.

Improvements in Cost Structure

Weipursue continuous cost structure improvements, including reductions in our direct operating costs
and third party access costs,

Ourl initiatives to reduce access costs include network optimization, infrastructure improvements,
customer migrations, use of alternative termination providers and other traditional means such as
revénue assurance and dispute resolution.

Focus on Employees

We formed a cross-regional and cross-functional Employee Steering Committee tasked with promoting
and raising employee engagement.

We | introduced an improved employee recognition program highlighting significant employee
accclumplishments.

|
Various training and development initiatives help empower our employees and prepare them for
advancement.

Overview of OQur Business

We are & communications solutions provider, offering a suite of IP and legacy telecommunications services

using a globgl IP-based network that directly connects more than 390 cities in more than 30 countries and
delivers services to more than 690 major cities in more than 60 countries around the world. We serve many of the
world’s largc! t corporations and many other telecommunications carriers, providing a full range of managed data
and voice praducts and services. Our flexible service options allow customers to focus on their own high priority
business initi:'ltives, leaving all or any part of their day-to-day communications management to Global Crossing.

1
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The services we provide include data services, voice services and collaboration services. These services are
built around a streamlined global service delivery model intended to provide outstanding customer service,
including prompt and accurate provisioning and billing. Our uCommand® Web-based network management tool
allows customers to securely monitor their voice and data services, create utilization reports, reroute traffic, order
new services, create and track trouble tickets and perform online bill payment.

Commencing in 2007, we began grouping our services (including those obtained through the Impsat and
Fibernet acquisitions) into solution sets that address key business requirements of our customers. Individual
services may be associated with more than one solution set as appropriate to reflect the interconnected nature of
the services we offer. There are eight such solutions sets:

Global Crossing IP Solutions, which combine voice, data, video and multimedia onto a single IP-based
platform.

Global Crossing Voice Solutions, which represent traditional local and long-distance voice services with
a transition path to VolP.

Global Crossing Data Transport Solutions, which transport customer data using various network
designs and capacities.

Global Crossing Collaboration Solutions, which provide audio, web, and video-based conferencing
services.

Global Crossing On Demand Solutions, which allow customers 1o procure IT infrastructure and flexible
voice services as they need them.

Global Crossing Continuity Solutions, which help identify mission-critical applications and develop
backup solutions.

Global Crossing Security Solutions, which help assess network security vulnerabilities and implement
appropriate solutions.

Global Crossing Consulting Solutions, which provide consulting services to support customers in the
planning, implementation and operation of information and communication technology requirements.

Service Offerings

The following is a brief description of the key service offerings generally available in all of our operating
segments, except as otherwise noted below.

Data Services

We offer a broad range of telecommunications services that provide data and network

interconnectivity, capacity services and access services to enterprise and carrier customers. In the aggregate,
data services accounted for approximately 55%, 40% and 34% of consolidated revenues in 2007, 2006 and
2005, respectively. Our global data services feature end-to-end service level agreements that guarantee
service availability along our network as well as through local access circuits. The service level agreements
support key areas such as end-to-end network availability, guaranteed time of installation and mean fime to
restore.

Our global data services include the following:

IP Services: We offer a full portfolio of IP Services to enterprises and carriers, including converged IP
services which use a single access connection to manage and deliver voice, video, data and multimedia
over a VPN. Our feature-rich /P VPN Service features multiple access options and service level
agreements for latency, packet delivery, jitter and availability. [P VPN customers can also take
advantage of our application performance management services, offered through a strategic relationship
with Fluke Networks®, which give customers visibility into the applications running on their networks,
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praviding a single point of contact, customer care, billing and accountability. Our GCUK Segment
provides a specialized UK Government IP VPN, which combines a managed connectivity platform,
equipment, circuits and services 1o support the interconnection among U.K. Government Ethernet Local
Area Networks (“LAN"). Qur remote access services allow enterprises in each of our segments to
extend the reach of their wide area networks for multiple users via remote access through global dial,
WiFi and broadband Internet access while providing end point security policy management. Qur IP
services also include dedicated Internet access, which provides always-on, direct high-speed
corlmeclivily to the Internet at a wide range of speeds with connectivity to all worldwide domains and
peelring locations in Europe, the U.S., Latin America, and Asia.

Transport Services: International Private Line Service and Wavelength Services provide secure
point-to-point digital connectivity, These services are available between any two points of presence on
our network, enabling customers to build private networks that carry business-critical applications at a
wxdc range of speeds, including 2.5 gigabits per second (“Gbps”) and 10 Gbps. Ethernet IP Service is a
prcm:ses -to-premises service that provides a simple, cost-effective alternative to long haul private line
service, with pricing that is not distance sensitive. The GCUK Segment offers enhanced Ethernet
services, including multi-point to multi-point Ethernet connectivity up to 10Gbps. Our Metropolitan
Acdess Network Service brings our worldwide network capabilities to the customer's premises in 55
major metropolitan markets across North America, Europe, the U.K. and South America.

Collocation Services: Allow for the placement of customer equipment within certain Global Crossing
PoPs in order to interconnect with our IP network or fiber-optic backbone. Collocation delivers
improved provisioning speed, stability and security for critical network requirements.

Ma, aged Solutions: Our managed solutions include pre-sales engineering and customer premises
equipment design, equipment procurement, provisioning and installation, and network monitoring and
management. Managed Security Services include Firewall, Intrusion Detection, Intrusion Prevention
and Nenwork Security Scanning and Analysis providing customers with the expertise and vigilance
reqbired 1o maintain the security of networks connected to the public Internet.

Fr e Relay & ATM Service: Frame Relay provides a reliable data transport network for connecting
customer locations requiring partial mesh and hub-and-spoke network applications. Asynchronous
Transfer Mode (*ATM”) service connects customer locations while providing multiple classes of
seryice supporting muliiple data applications with diverse requirements for network
transport, prioritization and performance.

Gl bal Crossing Carrier Rings (GCUK only): Specific metro networks in London and Frankfurt
connectmg many of the most popular telehotel facilities and private operator premises providing voice
rntqrconnectlons on a secure private Synchronous Digital Hierarchy (“SDH") network. Global Crossing
IP Carrier Ring is an extension of the London Carrier Ring providing a high volume gateway between
TD}V[ traffic and IP traffic.

Dat:a Center Services (GC Impsat only): GC Impsat operates 15 data center facilities in Latin America
that offer hosting services by integrating our broadband services with advanced value added solutions.
These facilities offer a complete set of data center services ranging from housing and hosting, 1o more
complex managed solutions, including disaster recovery, applications management, business continuity,
and security services in order to manage mission critical applications. In 2007 we announced that we
wm:lld be converting certain idle real estate facilities to expand these service offerings to our European
markets (see ltem 7, “Management’s Discussion and Analysis of Financial Condition and Results of

Opérations—Executivc Summary—2007 Highlights™).
&




Collaboration Services

We offer a full range of collaboration services, including the audio, video and Web conferencing
services described below. Collaboration services accounted for approximately 6%, 7% and 6% of
consolidated revenues in 2007, 2006 and 2005, respectively.

*  Videoconferencing Services: Provides video over IP and integrated services digital network (“ISDN™)
platforms, using multipoint bridging to connect multiple sites. Our iVideoconferencing™ offering sends
ISDN calls onto our IP network, minimizing dependence on international ISDN lines for superior
quality, reliability and cost savings. Enhanced options available with our videoconferencing services
include scheduling, recording and hybrid meetings that combine our audio and video services.

« Audio Conferencing: Ready-Access®, our on-demand/reservationless audio conferencing service,
provides toll free access in key business markets worldwide. Event Call provides highly reliable,
operator assisted, full-service conference calls. Participants can access this service by dialing in on
either a toll or a toll-free number, or by being dialed out to by an operator. This service is suitable for as
few as three or up to thousands of participants. Enhanced service options include PostView® conference
playback, taping/transcription service, translation services and on-line participant lists.

s Web Conferencing: Ready-Access Web Meeting is fully integrated with Ready-Access® audio
conferencing for on-demand collaboration, allowing customers to manage their calls on-line, change
account options, share presentations with participants and record entire meetings, including visuals.
eMeeting is a full-featured Web conferencing application that allows customers to collaborate and share
documents, presentations, applications, data and feedback with polling and instant messaging features.
Global Crossing Live Meeting uses technology licensed from Microsoft® to allow multiple attendees to
participate in meetings using only their computer, a phone, and an Internet connection. We have
integrated Ready-Access® as an audio conferencing component into Live Meeting.

Voice Services

Qur globat voice services include swiiched and dedicated outbound services, local services and
inbound voice services for domestic and international long-distance traffic, toll-free enhanced routing
services, and commercial managed voice services, all offered via traditional TDM or VolIP interconnections.
During 2007, 2006 and 2005 we carried more than 27, 37 and 45 billion minutes of voice traffic over our
global voice network. Voice services accounted for approximately 39%, 53% and 60% of our consolidated
revenues in 2007, 2006 and 2003, respectively.

Qur dedicated voice services feature end-to-end service level agreements that apply globally and
guarantee service availability along our network as well as through local access circuits. The service level
agreements support three key areas: end-to-end network availability, guaranteed time of installation and
mean Lime to restore.

We offer a complete suite of VoIP services, replicating the full functionality of our traditional TDM
portfolio. Qur VolIP solutions are offered in a managed or non-managed environment, to meet the calling
needs of our customers.

Our global voice services include the following:

«  VoIP Services: We offer a complete VolP services portfolio of inbound, outbound, and on-net calling
solutions. Global Crossing is licensed to provide outbound calling services to the public switched
telephone network (“PSTN") in 29 countries, and can secure and provision direct dial inbound numbers
in 20 countries. VoIP twll free service from those originating locations that adhere to the North
American dialing plan is also available for call termination in the U.S. Key features include VolP Ready
Access®, which provides IP access to our reservation-less audio conferencing service, VolP Community
Peering, which provides true IP-to-IP call flows for VoIP Outbound calls terminating in Global
Crossing VolP Local Services™ local numbers, and VolP Integrity Service which enables customers to
monitor and manage their VoIP applications through our suite of Application Performance Management
tools.



e Traditional Voice Services: Our traditional voice services provide the ability to place in-country, long
distance, and international calls via traditional TDM based connections. Switched access services are
avajlable in the U.S. and indirect access services are available in the U.K. We can support toll free
applications in Europe and North America, and local service in 46 major metropolitan markets
thrqughout the United States via our competitive local exchange carrier (“CLEC”) footprint.

e Hosted IP Telephony (GCUK only): Provides customers with IP telephony services that use software-
enapled switching managed from the core of Global Crossing’s network. Hosted IP Telephony is the
first product under our Unified Communications suite and provides a platform on which future products
willI deliver integrated unified communications, presence and collaboration services.

*  Railnet (GCUK only): Railnet is a fully managed voice service provided to the U.K. Rail Industry over
our|core network and offers enhanced telephony, voicemail and reporting. Users are offered a range of
handsets, headsets, and classes of service.

Sales and Principal Customers

We focl s our sales and marketing efforts on target sectors within the enterprise and carrier markets that
require significant telecommunications services. We have sales and sales support personnel in 25 countries. Our
ROW, GCUK and GC Impsat segments target the following sectors: financial services, high-tech, healthcare/
pharmaceuuél:als transportation and distribution, research and education, systems integrators and global
multinational corporations. Gur ROW Segment also targets resellers, fixed and mobile telecom carriers, cable
service providers, and ISPs.

|
Our ROW, GCUK and GC Impsat segments currentty employ approximately 567, 123 and 396,
respectively,|sales and sales support employees worldwide for the following sales channels, each of which targets
customers in/ North America, Europe, Latin America and the Asia/Pacific region:

*  Glopal Enterprise Direct Sales Channel: Through the enterprise sales channel, we target mid-sized
businesses, large multinational enterprises, higher educational institutions and governmental entities.

= Glopal Enterprise Indirect Sales Channel: Through the indirect enterprise sales channel, we target
systems integrators and application service providers, using dedicated sales and support personnel in our
Global Partner and System Integrator (“SI”) Programs that recruit, train and provide on-going support
for ihese indirect partners who offer our products and services directly to their end user enterprise and
government customers. At this time, we have more than 50 carriers in our Global Partner Program
offclring our Fast Track Services™ and more than 20 SIs with whom we are offering solutions to the
entarprise market.

. Caririer Data Sales Channel: Through the carrier data sales channel, we focus on local, national and
global cable and wireless telecommunications carriers and on facilities and non-facilities based resellers.
|

. Caririer Voice Sales Channel: Through the carrier voice sales channel, we target carrier customers
predominantly in the United States for the provision of domestic and international long distance voice
services,

«  Collaboration Sales Channel: This channel is used to offer audio, video and Web-based conferencing
services to enterprises and both governmental and non-governmental organizations.

|
Although our ROW, GCUK and GC Impsat segments enjoy a large and globally dispersed cusiomer base,
various agenties of the U.K. Government together represented approximately 33%, 37% and 33% of the GCUK
Segment’s r«%venues in 2007, 2006 and 2005, respectively. See Item 1A, —Risk Factors, “Many of our most
important government customers have the right to terminate their contracts with us if a change of control occurs
or to reduce the services they purchase from us.”




Our Network

Our network consists of a series of assets and rights that allow us to operate service platforms enabling the
delivery of various protocol-based data and voice services in major business centers throughout the world. We
monitor and provide surveillance utilizing a suite of operational support systems to provision and maintain this
network worldwide. '

At the base of our network are subsea and terrestrial fiber-optic cables that connect and cross North
America, South America, Europe and a portion of the Asia/Pacific region, which we either own or hold under
long-term indefeasible rights of use (“IRUs™) from other carriers. These fiber-optic assets and related network
transmission, switching and routing equipment (the “GC Fiber Network™) provide seamless, broadband
connectivity to 30 countries through a combination of subsea cables, national and international networks and
metropolitan networks.

In addition to the GC Fiber Network, we lease rights (such as wavelengths) on other carriers’ fiber-optic
cables on a non-IRU basis. In certain cases, we own and operate the network transmission, switching and routing
equipment that provides us with the ability to monitor and manage traffic over these leased facilities. We refer to
the portions of our leased network over which we have this degree of control, together with the GC Fiber
Network, as the “Core Network.”

The Core Network has approximately 800 points of presence (“PoPs”) in more than 390 cities in
approximately 30 countries worldwide (“Regional PoPs™). These Regional PoPs house dense wave division
multiplexing (“DWDM") equipment that combines multiple colored wavelengths (or channels) on a single fiber
and transports them as multiple signals across the network. In addition to the DWDM equipment, the Regional
PoPs generally house add/drop multiplexer equipment that combines lower speed private line, data, Ethernet and
voice traffic.

The North American network portion of the GC Fiber Network comprises approximately 18,000 route miles
of fiber in the U.S. and Canada, most of which consists of IRUs in fibers purchased from other carriers. It has
approximately 170 Regional PoPs, 20 integrated service platform sites, three subsea cable landing stations and
five primary international voice gateway sites. The North American network carries voice, data and private line
services over our [P, synchronous optical network (“SONET™), and ATM backbones, all traversing 2.5 and 10
Gbps DWDM systems. [P, SONET and ATM are methods of sending audio, video and computer data at the same
time over one high-speed digital/optical line.

The European network portion of the GC Fiber Network (excluding the U.K.) consists of more than 14,000
route miles of fiber in the western region of the continent, most of which are contained in cable that we own. This
network has approximately 70 Regional PoPs, six cable landing stations, and two international voice and three
international data gateway sites. The European network carries voice, data and private line services over our IP,
SDH (which is a transmission format similar to SONET) and ATM backbones, all traversing 2.5 and 10 Gbps
DWDM transmission systems.

The GCUK portion of the GC Fiber Network comprises approximately 9,000 route miles of fiber. This
network has approximately 350 Regional PoPs and carries voice, data and private line services over IP and ATM/
Frame Relay backbones, all traversing DWDM and SDH transmission systems. The UK network also
encompasses nine major metro markets and 55 smaller towns and cities providing seamless services to the rest of
the Global Crossing network. Less than 25% of the GCUK portion of the GC Fiber Network is held under leases
which come up for renewal prior to 2011,

The subsea network portion of the GC Fiber Network consists of six fiber-optic cable systems owned by us:
Atlantic Crossing-1 (*AC-17), Atlantic Crossing-2 (“AC-2"), Mid-Atlantic Crossing (“MAC"), South American
Crossing (“SAC™), Pan American Crossing (“PAC™) and a 340 route mile system connecting the U.K. and
Ireland. SAC is integrated with an approximately 1,500 mile terrestrial route connecting Argentina and Chile,
and PAC is integrated with a 2,300 mile terrestrial ring route {including associated backhaul) within Mexico. In
the aggregate, these systems span approximately 39,000 route miles and have approximately 30 landing points on
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three contin;ents: North America, South America and Europe. These are all two or four fiber strand pair cables
equipped with 10 Gbps DWDM transmission systems. AC-2 consists of two fiber strand pairs in a cable
containing four fiber strand pairs that was co-built with Level 3 Communications, Inc. These systems include 14
Regional PoPs in the Latin America and Caribbean regions. We expect to complete the extension of our PAC
system to C])sta Rica in 2008.

The GC Impsat Segment’s portion of the GC Fiber Network comprises a multiple strand 5,200 mile long-
haul fiber nbtwork that connects more than 250 cities. The GC Impsat Segment also operates a metro network
that covers 1Lnore than 575 miles in 14 metro markets. Together, the GC Impsat Segment’s long-haul and metro
networks colnnect more than 950 Regional PoPs in six countries. The GC Impsat Segment’s network carries
voice, data zlmd private line services over IP, SDH and ATM backbones, all traversing 2.5 and 10 Gbps DWDM
transmission systems.

Our ne%work assets in the Asia/Pacific region and those connecting the U.S, to this region include both IRUs
and leased GerUltS on multiple subsea systems. We operate Regional PoPs in Hong Kong, Tokyo Singapore and
Sydney. Each of these PoPs supports Internet access, [P VPN, ATM and Frame Relay services, with Hong Kong
also suppomng VolP services. Our Core Network inciudes IRUs and leases of trans-Pacific capacity on the PC-1
fiber-optic ¢able system, which is owned by Pacific Crossing Limited, a former subsidiary of the Company
(“PCL”).

\

Our IP|network consists of a service layer running on the Core Network and utilizes a single Autonomous
System Number (“ASN™). We have approximately 98 distinct IP hubs, approximateiy 29 of which contain a
VolP presence and approximately 28 of which have public or private peering interconnects. The single ASN
implies a greater degree of integration than that which exists in a multiple ASN system. Having a global ASN
allows us to|deploy certain technologies, such as MPLS, more quickly and on a global basis. It also provides our
international customers with a more global appearance in the global Internet routing table.

Our IP|network utilizes a MPLS Juniper core with a mixture of Cisco, Juniper and Foundry devices at the
edge of the|network. The network is considered a Tier 1 backbone and is quality-of-service enabled, which
allows diffell'ent types of data to be assigned different priorities, such that, for example, voice can always have
priority over [P VPN and Internet traffic. The network carries approximately 813 Gbps of total IP traffic, of
which appro:ximately seven Gbps is IP VPN and 13 Gbps is voice traffic, averaging approximately two billion
minutes of VoIP per month, or more than one-third of the total voice minutes. Our VoIP platform is fully
compatible with our TDM network.

We operate our Core Network from four primary network operations centers. The Global Network
Operations Center in London manages our subsea cable systems and our European and U.K. networks. The North
America Neiwork Operations Center, located in Southfield, Michigan, manages the global voice network and the
North AmerLican transport network. The Global Data Services Network Operating Center, located in Phoenix,
Arizona, mapages the global IP and Frame Relay/ATM networks. The GC Impsat Segment’s network operations
center located in Buenos Aires manages all of that segment’s networks. In addition, we have a small network
operating ceilter in Newark, New Jersey that provides redundant IP and ATM network management capability.

Together with those locations connected directly by the Core Network, through network to network
interface ag[eements with other service providers, we deliver services to more than 690 cities in more than 60
countries warldwide.

Network Security Agreement

On September 23, 2003, the U.S. Government granted approval under Section 721 of the Defense
Production Act of the investment in GCL by Singapore Technologies Telemedia Pte Ltd (“ST Telemedia™)
pursuant to Ithe GC Debtors’ plan of reorganization. In order to obtain this approval, we entered into an
agreement (the “Network Security Agreement”) with certain agencies of the U.S. Government to address the U.S.
Government|s national security and law enforcement concerns. The Network Security Agreement is intended to
ensure that our operations do not impair the U1.S. Government’s ability (1) to carry out lawfully authorized
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electronic surveillance of communications that originate and/or terminate in the U.S.; (2) to prevent and detect
foreign-based espionage and electronic surveillance of U.S. communications; and (3) to satisfy U.S. critical
infrastruciure protection requirements. Failure to comply with our obligations under the Network Security
Agreement could result in the revocation of our telecommunications licenses by the Federal Communications
Commission (“FCC").

While our operations were generally consistent with the requirements of the Network Security Agreement
prior to its executton, we have undertaken a number of operational improvements in order to ensure full
imptementation of, and compliance with, the Network Security Agreement. These improvements relate 10
information storage and management, traffic routing and management, physical, logical and network security
arrangements, personnel screening and training, and other matters.

The Network Security Agreement affects our corporate governance as well. The GCL Board of Directors
maintains a Security Committee comprised solely of directors who are U.S. citizens and who already possess or
are eligible 1o possess a U.S. security clearance. These “Security Directors” must satisfy the independent director
requirements of the New York Stock Exchange, regardless of whether any of GCL'’s securities are listed on such
exchange. At least half of the members of the GCL board nominated by ST Telemedia must be Security
Directors. See Item 10, “Directors and Executive Officers of the Registrant,” below. A Security Director must be
present at every meeting of the board of directors of GCL and of any of our U.S. subsidiaries unless such meeting
in no way addresses or affects our obligations under the Network Security Agreement.

In connection with the acquisition of Impsat, the Network Security Agreement was amended on February [,
2007 to clarify that the U.S. operations of Impsat are subject to the terms of the agreement. Such amendment also
expanded the scope of the Network Security Agreement to include data hosting, a service that Impsat’s U.S.
operations had been engaged in to a limited extent prior to the acquisition.

The Company’s compliance with the Network Security Agreement is subject to annual audits by a neutral
third-party auditor. Telcordia Technologies, Inc. was selected as auditor in December 2004. Telcordia has
completed three technical audits and did not report any areas of material non-compliance with the Network
Security Agreement.

Competition

The telecommunications industry is intensely competitive and has undergone significant changes in recent
years. Beginning in the late 1990s, a number of new competitors entered the market and commenced network
construction activities, resulting in a significant expansion of worldwide network capacity. In 2001, it became
clear that, at least in the short-term, actual demand was failing to keep pace with available supply, resulting in
intense price pressure and, in many cases, an unsustainably low ratio of revenues to fixed costs. Market
valuations of debt and equity securities of telecommunications companies, particularly new providers, decreased
precipitously as the financial condition of many carriers deteriorated. During the ensuing five years, a number of
these companies, including us, completed reorganizations, under bankruptcy and insolvency laws, with
significant improvements to their financial condition or as newly formed entities that have acquired the assets of
others at substantial discounts relative to their original cost,

At the same time, the regulatory environment has changed and continues to change rapidly. Although the
Telecommunications Act of 1996 (the *1996 Act™) and actions by the FCC and state regulatory authorities have
had the general effect of promoting competition in the provision of communications services in the U.S., these
effects, together with new technologies, such as VoIP, and the imporniance of data services, have blurred the
distinctions among traditional communications markets and have reduced barriers to entry in various lines of
business. Efforts to liberalize markets around the world have produced similar results. In Europe, the new
regulatory framework adopted by the European Commission attempts to treat ali communications markets the
same regardless of the technology used to serve the market, This “technologically neutral” approach to regulation
has opened the market to new, non-traditional competitors. In Asia and Latin America, national regulatory
authorities are considering policies that would exempt VolP services from many of the traditional forms of
regulation.
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Many|of our existing and potential competitors have significant competitive advantages, including greater
market pre;sence, name recognition and financial, technological and personnel resources, superior engineering
and marketing capabilities, more ubiquitous network reach, and significantly larger installed customer bases,
Many of these advantages have increased through consolidations by large industry participants, despite certain
regulatory changes or conditions implemented in response to such consolidation in order to mitigate the impact
on non-dorL1inant carriers such as ourselves.

On the other hand, as the number of available service providers diminishes with industry consolidation, we
expect to elxperience greater demand from customers seeking network diversity, redundancy and a supplier that
can meet their requirements worldwide. Our existing customer base, transport and hosting capabilities, and
extensive network of suppliers globally, coupled with our systems, processes and strong customer service,
position uslas a viable provider of global services.

The fdl)llowing summarizes the competition we face in all of our operating segments by type of competitor.

Incumbent Carriers

In each market that we serve, we face, and expect to continue to face, significant competition from the
incumbent'cam'ers, which currently dominate the local telecommunications markets. In the U.S., these are
primarily Verizon, Qwest Communications and AT&T Inc. (“AT&T"). We face competition both outside and, in
some cases, inside the U.S. from foreign incumbents, including companies such as British Telecom (“BT"),
France Telecom, Telecom Italia, Telefénica, Telstra, Telmex and Deutsche Telekom,

|

We compete with the incumbent carriers on the basis of product offerings, price, quality, capacity and
reliability of network facilities, technology, route diversity, ease of ordering and customer service. Because our
fiber-optic (systems were installed relatively recently, compared with some of the networks of the incumbent
carriers, our network’s architecture and technology may provide us with cost, capacity, and service quality
advantages over some existing incumbent carrier networks. However, the incumbent carriers may have long-
standing relationships with their customers and provide those customers with various transmission and switching
services that we, in many cases, do not currently offer, In their own primary markets, the incumbents have the
additional advantages of network concentration, control over local exchange assets, significant existing customer
bases and) in the case of many foreign incumbents in their home markets, regulatory protection from

competition.
|
|

Other Voice Service Competitors

In the|U.S., the local incumbents dominate the market for local voice services and are among the strongest
competitors in the long distance voice services market. In addition, we face, and expect to continue to face,
competition for local and long distance voice telecommunications services from dozens of other companies that
compete in the lopg distance marketplace in the U.S. Qutside the U.S., the local incumbents dominate the
markets for local and long distance voice services.
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Other Data Service Competitors

In addition to the incumbents, we face, and expect to continue to face, competition for Internet access and
other data services from telecommunications companies such as Cable and Wireless ple, Colt Telecom Group
plc, Orange Business Services {formerly Equant N.V_, which is now a unit of France Telecom) and Infonet (now
a unit of BT) and from online service providers, DSL service providers, ISPs and Web hosting providers.

Other Conferencing Competitors

In addition to competitors that provide voice and data services generally, our conferencing business
competes with non-carriers that specialize in providing audio, video and Web conferencing services, such as
InterCall, Inc. (a division of West Corporation), Genesys Conferencing and Premiere Conferencing.

(ther Business Competitors

In addition to the above providers, we have other competitors, including XO Communications, Level 3 and
IDT Corporation, which are companies that deliver bandwidth-enabled services internationally on recently built
terrestrial and subsea fiber-optic networks.

Regulatory Overview

The construction and operation of our facilities and our provision of telecommunications services subject us
to regulation in many countries throughout the world. Such regulation requires us to obtain a variety of permits,
licenses, and authorizations in the ordinary course of business. In addition to telecommunications licenses and
authorizations, we may be required to obtain environmental, construction, zoning and other permits, licenses, and
authorizations, as well as rights of way (or their equivalents) necessary for our fiber-optic cable lines to pass
through property owned by others. The construction and operation of our facilities and our provision of
telecommunications services may subject us to regulation at the national, state, provincial, and local levels.
While we believe that we have received all required authorizations to offer our services in the countries in which
we operate, the conditions governing our service offerings remain subject to future legislation or regulation that
could materially affect our business and operations.

Below is a summary of the regulatory environment in the principal countries in which we operate, grouped
by region. Our GCUK Segment and GC Impsat Segment are subject to the regulatory regimes in the U.K, and
Latin America, respectively. The ROW Segment is subject to regulation primarily in North America, mainland
Europe and Asia. In addition, the ROW Segment is subject to regulation in the U.K. and Latin America to the
extent of its limited operations in those jurisdictions.

North American Regulation
Regulation in the U.S.

In the U.S., our facilities and services are subject to regulation at both the federal and state level. The
Communications Act of 1934, as amended, is the primary legislation governing our provision of interstate and
international services. State communications and/or public utility statutes govern our intrastate operations.

U.8. Federal Regulation

The FCC exercises jurisdiction over our interstate and internattonal services and, to some extent, the
construction and operation of our facilities. We have authority from the FCC for the installation, acquisition and
operation of our U.S. network and for the provision of international facilities-based services.
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Regutation of the Cost of Access

The FCC and the states regulate the rates that incumbent local exchange carriers (“ILECs™) and CLECs
(together with ILECs, are referred to herein as “LECs") charge us for access to local exchanges, which is our
single largest expense, Such regulations also apply to us in those states where we operate as a CLEC. Access
charges ll:\al LECs impose upon us consist of both usage-sensitive switched access charges and flat-rated
transport dnd special access charges. With respect to their access services, the FCC regulates [LECs as dominant
carriers. We also may enter into carrier-to-carrier contracts with other, principally long-distance, carriers to
transport 21nd terminate our traffic. These latter arrangements are typically not subject to tariff regulation.

ILECT; Switched Access Charges

The LECs assess usage-sensitive switched access charges for the use of their switched facilities to originate
and termlrtate switched traffic. In 2000, the FCC established a regime to govern the provision of switched access
services by the ILECs over a five-year period (the “CALLS Plan”). Under the CALLS Plan, usage-sensitive rates
were decreased over time in favor of increases in end-user charges and a transitional preferred interexchange
carrier ch::xrge The LECs’ preferred interexchange carrier charges have decreased over time and most of the
largest ILECs have ceased assessing this charge, although smaller ILECs and some CLECs continue to assess it.
The CALLS Plan expired in 2005 and the FCC is considering proposals to govern access charges prospectively
(see ‘—Intercarrier Compensation Reform”, below).

ILEC? Special Access Charges

¢ FCC currently regulates ILEC flat-rate transport and special access charges under the terms of its
Special Access Pricing Flexibility Order, adopted in 1999. Under the Special Access Pricing Flexibility Order,
ILECs aré afforded two different levels of pricing flexibility depending upon the extent of deployment of
allemauva facilities within particular Metropolitan Statistical Areas (“MSAs”). The ILECs have been granted
Type I (or the more limited form of pricing flexibility) in most MSAs in the country and have been granted Type
IT pricing ﬂemblllty in a lesser number of MSAs.

Prior{ to the 2006 FCC-approved merger of AT&T and BellSouth, AT&T petitioned the U.S. Court of
Appeals for the District of Columbia Circuit to compel the FCC to consider a proposal to tighten its regulation of
ILEC speﬂlcia] access services. Although the Court declined to grant the petition, in January 2005 the FCC
released a Notice of Proposed Rulemaking to consider how it should regulate ILEC special access services
prospectively and whether it should tighten its regulation of special access services. This proceeding is still
ongoing sz we cannot predict its outcome.

The AT&T and BellSouth combination was approved with material conditions, including commitments
(1) not to increase interstate tariff rates for certain special access services for 30 months, (2) to maintain for three
years settlement-free peering arrangements with at least as many providers of Internet backbone services as had
such arrangements on the respective merger closing date and (3) not to increase, for 30 months, the rates paid by
existing in-region customers of AT&T for wholesale DS1 and DS3 local private line services.

CLEC Access Charges

I

Unlike the ILECs, the FCC regulates the CLECs as non-dominant carriers. The FCC permits a CLEC to file
tariffs for its interstate access services so long as the CLEC’s rates do not exceed the rates of the ILEC that
provides service in the territory that the CLEC services. However, a CLEC may charge the full benchmark rate
even where it only provides a portion of the access service involved, i.e., in the case of jointly-provided access
services. The FCC also permits CLECs to aggregate the traffic of other carriers, e.g., toll-free calls originating
from wuéless subscribers, although, in this circumstance, the CLEC is only permitted to charge for those
portions of the access service it actually provides.
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Wireless Access Charges

The FCC has adopted a mandatory detariffing regime for access services that wireless carriers wish to
provide. Wireless carriers may not file tariffs for their putative access services and must, instead, enter into
voluntary contracts in order to assess access charges upon potential access customers.

Regulation of VolP Traffic

The FCC has addressed the subject of the jurisdictional nature of access charges and certain duties
applicable 10 VolIP traffic in response to a number of petitions for declaratory ruling (or comparable petitions).
The FCC has also issued a Notice of Proposed Rulemaking seeking comment on how it should regulate VolP
traffic prospectively.

In February 2004, the FCC concluded that Pulver.com’s “Free World Dialup” service, which does not make
use of the PSTN, is an unregulated information service.

In April 2004, the FCC concluded that AT&T’s “phone-to-phone IP” service, which makes use of the PSTN
and inserts an IP segment into the call path but as to which there is no net protocol conversion, is not an
information service but is rather a telecommunications service, to which access charges are applicable, without
regard to whether one or more service providers are involved. '

In November 2004, the FCC granted a petition filed by Vonage Holdings and declared that VolP traffic that
qualifies as an “enhanced” or “information” service (as specifically described in the Vonage petition) was
jurisdictionally interstate and that state regulation of such traffic is preempted by federal law (the “Vonage
Order™). The exact scope of the FCC’s decision is unclear, although at a minimum, it appears to cover traffic on
which a net protocol conversion occurs, measured on an end-to-end basis. The Vonage Order was upheld on

appeal.

In June 2005, the FCC concluded that VoIP service providers must support enhanced 911 emergency
services or cease marketing VoIP services in areas where they cannot be supported. In September 2005, the FCC
also concluded that VoIP service providers must comply with the Communications Assistance for Law
Enforcement Act (“CALEA™) and configure their network and services to support law enforcement activity in the
area of wiretaps and call records. The FCC ruling applies to all VoIP services that can both receive calls from and
terminate calls to the public switched telephone network. The U.S. Court of Appeals for the District of Columbia
Circuit upheld the FCC’s actions in both cases. We will incur costs to be compliant with the rulings, but the exact
nature and scope of the costs will remain unclear until the FCC issues further guidance regarding standards and
compliance. In June 2006, the FCC issued an order holding that interconnected VoIP providers and for an interim
two quarter period, their underlying carriers, must contribute to the federal universal service fund (the “FUSF”).
The FCC has also recently held that its customer proprietary network information (“CPNI”} rutes apply to VoIP
carriers.

Local Reciprocal Compensation

Local telephone companies that originate traffic that is terminated on the networks of other local carriers
typically compensate the other local carriers for terminating that traffic. The FCC has established the general
framework governing the level of such compensation, although the specific rates are established by the states.
These rates vary from “bill-and-keep” to rates that approximate those for switched access. As is the case with
access charges, the local reciprocal compensation rates are being examined in the FCC’s Intercarrier
Compensation proceeding (see “—Intercarrier Compensation Reform™ below).

Intrastate Access Charges

Intrastate access charges that LECs assess upon us (or that our CLECs are permitted to charge} are regulated
by the states. Although certain LECs have elected to have intrastate access rates mirror interstate access rates,
intrastate access rates are typically higher (often, significantly so) than interstate access rates, Intrastate access
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charges are also being examined in the FCC’s Intercarrier Compensation proceeding. Intrastate access charges
are typically significantly higher than interstate access charges or local reciprocal charges. We have been {and
are) involved in a number of disputes with LECs regarding the jurisdictional nature of access traffic.

Intercarrier Compensation Reform

As described above, the current regime governing intercarrier compensation consists of a patchwork of
different and inconsistent regulation depending upon such factors as the provider, jurisdiction and nature of
traffic. To address this inconsistent pattern of regulation, in 2001 the FCC issued a Notice of Proposed
Rulemaking to consider how to unify the regulation of intercarrier compensation. The FCC received numerous
comments on the subject. On March 3, 2005, the FCC released a Further Notice of Proposed Rulemaking
requesting further comment, including both comprehensive proposals and other measures to reform the current
intercarrier compensation schemes, We cannot predict how the FCC and/or the courts will ultimately resolve the
significant issues surrounding the subject of intercarrier compensation. Such resolution could materially
adversely affect our operating results.

Universal Service

Both the FCC and approximately 23 states administer “universal service™ funds to provide for affordable
local telephone service in rural and high-cost areas and to fund other social programs, such as Internet access to
schools and libraries. In 2007, we expensed approximately $35 million related to payments to such funds, In
2006, the FCC extended universal service funding obligations to VolP service providers as well, as noted above.
There are numerous regulatory and legislative efforts to reform universal service funding requirements and we
cannot predict the outcome of these efforts.

The Universal Service Administrative Company concluded its audit of Global Crossing Bandwidth, Inc.’s
USF payment for calendar year 2004 and concluded that our subsidiary owes an additional $5.6 million. We have
appealed the audit findings to the FCC and cannot predict the outcome of this appeal.

Local Competition

The 1996 Act substantially revised the 1934 Communications Act, in large part to address the subject of
local competition. The 1996 Act delegated to the FCC and to the states significant discretion to implement the
local competition provisions of the statute and imposed interconnection obligations on LECs, including that they
provide unbundled network elements. The regime governing the framework for local competition has changed
since the 1996 Act was enacted. The FCC’s February 2003 Triennial Review Order, which revised the
unbundling rules, was vacated and remanded in part by the U.S. Court of Appeals for the District of Columbia
Circuit in March 2004. In response, in December 2004 the FCC adopted its Triennial Review Remand Order
which significantly restricts the types of facilities that ILECs must unbundle and provide to their local
competitors and the circumstances under which those facilities must be unbundled and provided. The prices of
the local facilities that we obtain from ILECs will increase as resale or commercial arrangements are substituted
for the unbundled network element—platform services that ILECs no longer need to make available to
competitors and as special access is substituted for the local loop and transport elements that are no longer
subject to mandatory unbundling. On June 16, 2006, the U.S. Court of Appeals for the District of Columbia
Circuit upheld the Triennial Review Remand Order. We cannot predict the outcome of any subsequent FCC
proceedings.

U.S. State Regulation

State regulatory commissions retain jurisdiction over our facilities and services to the extent they are used to
provide intrastate communications. We are subject to direct staie regulation in most, if not all, states in which we
operate. Many states require certification before a company can provide intrastate communications services. We
are certified in all states where we have operations and certification is required.
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Most states require us to file tariffs or price lists setting forth the terms, conditions and prices for services
that are classified as intrastate. In some states, our tariff can list a range of prices for particular services. In other
states, prices can be set on an individual customer basis. Several states where we do business, however, do not
require us to file tariffs. We are not subject to price cap or to rate of return regulation in any state in which we
currently provide service.

U.S. Local Government Regulation

In certain locations, we must obtain local franchises, licenses or other operating rights and street opening
and construction permits to install, expand and operate our fiber-optic systems in the public right-of-way. In
some of the areas where we provide network services, our subsidiaries pay license or franchise fees based on a
percentage of gross revenues or on a per linear foot basis.

Regulation in Canada

Long distance telecommunications services in Canada are regulated by the Canadian Radio-Television and
Telecommunications Commission (the “CRTC”). Resellers now have interconnection rights and may provide
international services to the U.S. by reselling the services provided by the regional telephone companies and by
the former monopoly international carrier, Teleglobe Canada. Under current law, the provision of Canadian
domestic and international transmission facilities based services remains restricted to carriers majority owned by
Canadians, although non-Canadian carriers such as ourselves may own international subsea cables landing in
Canada.

Competition is permitted in other segments of the Canadian telecommunications market, including the local
telecommunications services market, although transmission facilities based CLECs are also subject to the above-
described majority Canadian ownership requirements. CLECs may interconnect their networks with those of the
ILECs and have access to certain ILEC services on an unbundled basis and, in certain cases, subject to
mandatory pricing. In addition, transmission facilities based carriers (but not resellers) are entitled to collocate
equipment in ILEC central offices pursuant to terms and conditions of tariffs and intercarrier agreements. The
CRTC recently adopted a new policy to deregulate wholesale services over the next five years. It is unclear at
this time what, if any, impact this will have on our operations.

Regulation in Mexico

The Mexican telecommunications industry is primarily regulated by the Ministry of Communications and
Transportation (“SCT") and the Federal Telecommunications Commission (“Cofetel”), an agency within the
SCT. Several laws and regulations govern the provision of telecommunications services in Mexico, including the
Law of General Means of Communication, the Federal Telecommunications Law (and its 2006 amendment), and
the Telecommunications Regulations.

Market liberalization began in Mexico with the 1990 privatization of the incumbent telecommunications
operator, now known as Teléfonos de México, SAB de CV (“Telmex”). The Mexican market for fixed line
domestic and international long distance services opened to competition beginning in 1996, although Telmex
remains the leading provider of fixed local and long distance telephone services in Mexico. On January 23, 2008,
the Federal Competition Commission initiated an investigation to examine the existence of market power in four
segments of the telecommunications market dominated by Telmex.

Under the Federal Telecommunications Law and the Telecommunications Regulations, a provider of public
telecommunications services must operate under a concession granted by the SCT, and the provision of certain
other services likewise requires the issuance of a permit or other approval by the SCT. Our operating entity in
Mexico has obtained concessions, permits and authorizations from the Mexican authorities to support its
services,
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European Regulation

In connection with the construction and operation of our European network, we obtained
telecommunications licenses in all countries where authorization was required for us to construct and operate
facilities or provide network services, including voice telephony.

Our activities in Europe are subject to regulation by the European Union (“EU™) and national regulatory
authorities. The level of regulation and the regulatory obligations and rights that attach to us as an authorized
operator in each country vary. In all Member States of the EU, we, as a competitive entrant, are currently
considered to lack significant market power in the provision of bandwidth and call origination services, and
consequently we are generally subjected to less intrusive regulation than providers that are deemed to possess
such power, who are generally incumbents in the countries concerned,

In April 2002, the then 15 EU Member States agreed to introduce a harmonized set of telecommunications
regulations by July 25, 2003, in accordance with a framework as set out in Directive 2002/21/EC and a package
of related Directives.

Under the Framework Directive (2002/21/EC}, the EU has adopted a revised policy for dealing with the
definition and regulation of significant market power. Regulatory remedies are being introduced in due course
following a series of national reviews of telecommunications markets defined in accordance with
EC Recommendation 2003/311/EC. At this time, since a number of jurisdictions have yet to complete their
reviews, it is not possible to accurately predict what the various remedies may ultimately entail, and their
potential impact on our business.

Also included in the package of Directives are measures under the Authorisation Directive
(2002/20/EC) (the “Authorisation Directive”) to remove the necessity for telecommunications network operators
and service providers to obtain individual ticenses andfor authorizations, save for use of scarce resources such as
numbering addresses and radio spectrum. In those countries where the national telecommunications laws have
been amended in accordance with the obligations under the Authorisation Directive, our licenses have been
revoked in favor of a series of statutory rights to own, build and operate networks and to provide services,
including voice.

The size of the EU increased on May 1, 2004 with the accession of ten additional countries and on
January 1, 2007 with the accession of a further two countries. In principle, the EU Regulatory Framework and the
package of related Directives apply in such countries with effect from their accession date. Accession
negotiations between the EU and several additional candidate countries are presently understood to be underway,
signaling a possible further enlargement of the EU at some time in the future.

At the present time, not all of the current 27 EU Member States have adopted or correctly adopted all the
changes to their national laws to implement the EU’s telecommunications-related Directives, On Janvary 31,
2008, the European Commission published a memorandum indicating that, in total, since the EU telecoms rules
entered into force, the Commission has opened proceedings under Article 226 of the EC Treaty for some 95 cases
of failure to correctly implement the rules. These infringement proceedings concern all 27 Member States. Many
of the proceedings opened have now been closed while 10 cases are pending before the European Court of
Justice.

In June 2006, the Commission published new guidelines concerning the way in which Articles 81 and 82 of
the EU Treaty (dealing with the anti-trust concept of abuse of dominance) should be interpreted by regulators.

On November 13, 2007, the European Commission published proposals for a revision to the current
regulatory framework applying to the sector. The propesals consist of the following:

= adraft directive amending the Universal Service Directive and the Directive on Privacy in the electronic
communications sector (the “citizens rights” directive);

* a draft directive amending the Framework Directive, the Access Directive, and the Authorization
Directive (the “better regulation” directive); and
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» adraft regulation establishing a European Electronic Communications Market Authority.

These proposals are at an early stage, and are still to be considered by the European Parliament and Council
of Ministers. The Commission’s proposals will be subject to change during the coming months and various
opportunities exist for stakeholders to make representations during the process, both at the EU and national
levels. These new regulatory measures will not become effective until such time as may be ultimately agreed by
the EU.

In the United Kingdom, The Office of Communications (“OFCOM?”) has indicated that its policy focus is
intended to support the growth of greater competition, innovation and investment certainty. A Strategic Review
of the telecoms sector was completed in September 2005 and as a result of this initiative, the incumbent BT has
established a separate “‘access services division” named “Openreach,” which controls and operates the physical
network assets making up BT’s local access and backhaul networks. BT has undertaken to supply a range of
wholesate products to all communications providers (including its own downstream operations) on the same
timescales, terms and conditions (including price) and by the same systems and processes and, although this
process has not yet been fully completed, some significant progress has been made towards this end. BT's
compliance with its obligations arising from the 2005 Strategic Review are regularly measured by both OFCOM
and BT’s internal Equivalence of Access Board (“EAB™).

OFCOM has also recognized the need 1o create a new regulated interconnection model as the UK
telecommunications market undergoes a move away from the traditional switched-circuit fixed line networks
towards next-generation networks and services based on IP. A new forum, Next Generations Networks U.K., was
established in March 2006 with a remit to develop the future commercial and charging models for IP-based
interconnection in relation to both fixed and mobile networks. Work on the development of these new models is
ongoing. The effect on us of such an action cannot be accurately predicted.

Asian Regulation

The status of liberalization of the telecommunications regulatory regimes of the Asian countries in which
we operate or intend to operate varies. Some countries allow full competition in the telecommunications sector,
while others limit competition for most services. Similarly, some countries in Asia maintain foreign ownership
restrictions which limit the amount of foreign direct investment and require foreign companies to seek local joint
venture partners.

Most of the countries in the region have committed to liberalizing their telecommunications regimes and
opening their telecommunications markets to foreign investment as part of the World Trade Organization
Agreement on Basic Telecommunications Services, which came into force in February 1998. Additionally, the
adoption of the Free Trade Agreement between the U.S. and Singapore in January 2003 established a new
standard of liberalization based on bilateral negotiations with the U.S. We cannot predict what effect, if any, this
agreement will have on other countries in the region or whether the U.S. will pursue similar agreements with
those countries. We also cannot be certain whether this liberalizing trend will continue or accurately predict the
pace and scope of liberalization. It is possible that one or more of the countries in which we operate or intend to
operate will slow or halt the liberalization of its telecommunications markets. The effect on us of such an action
cannot be accurately predicted.

The telecommunications regulatory regimes of many Asian countries are in the process of development.
Many tssues, such as regulation of incumbent providers, interconnection, unbundling of local loops, resale of
telecommunications services, offering of voice services and pricing have not been addressed fully or at all. We
cannot accurately predict whether or how these issues will be resolved and their impact on our operations in Asia.

Latin American Regulation

Our MAC, PAC and SAC fiber-optic cable systems connect to Latin America. In connection with the
construction of these systems, we have obtained cable landing licenses and/or telecommunications licenses in
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Argentina, Brazil, Chile, Mexico, Panama, Peru, Uruguay, Venezuela and the U.S. We expect to obtain
additional telecommunications authorizations in Latin America in the ordinary course of business, should they be
required as a consequence of further network growth and expansion of the regional service portfolio.

The status of liberalization of the telecommunications markets of Latin America varies. All of the countries
in which we currently operate are members of the World Trade Organization and most have committed to
liberalizing their telecommunications markets and lifting foreign ownership restrictions. Some countries now
permit competition for all telecommunications facilities and services, while others allow competition for some
facilities and services, but restrict competition for other services. Some countries in which we operate currently
impose limits on foreign ownership of telecommunications carriers.

The telecommunications regulatory regimes of many Latin American countries are in the process of
development. Many issues, such as regulation of incumbent providers, interconnection, unbundling of local
loops, resale of telecommunications services, and pricing have not been addressed fully or at all. We cannot
accurately predict whether or how these issues will be resolved and their impact on our operations in Latin
America.

Below is a summary of certain of the regulations currently applicable to our Latin American operations, by
country. The regulations apply equally to all of Global Crossing’s operating entities within the region. We are in
the process of consolidating our “legacy” operating entities in the Latin American region (i.e., those that
pre-dated the Impsat acquisition), which are included in our ROW Segment, with the Impsat entitics comprising
the GC Impsat Segment.

Argentina

The Argentine telecommunications sector is subject to comprehensive regulation by the Comisién Nacional
de Comunicaciones (“National Communications Commission”) and the Secretaria de Comunicaciones
(“Secretary of Communications”). The Argentine telecommunications market was opened to competition on
November 9, 2000.

Following market liberalization, the government has issued a series of regulations to effectuate the transition
to competition in telecommunications, including Decree No. 764/00, which establishes rules for the granting of
licenses for telecommunications services, interconnection, and the management and control of the radioelectric
spectrum. The Decree also established new rules and regulations to promote access to telecommunications
services for customers located in high-cost access or maintenance areas or with physical limitations or special
social needs. These rules and regulations, effective January 1, 2001, establish that the provision of these services
be financed by all telecommunications providers (including us) through a Universal Service Fund, backed by the
payment of 1% of each provider’s total revenues for telecommunications services.

During the last 5 years, telecommunications companies in Argentina have been subject to increased taxes
and fees from both provincial and municipal authorities. While we have challenged the constitutionality of some
of these claims, there is no certainty that we will prevail on such challenges. Furthermore, the cost of defending
against these claims could be high.

Colombia

The telecommunications industry in Colombia is subject to regulation by the Colombian Ministry of
Communications. Since 1991, the Ministry of Communications has pursued a policy of liberalization and has
encouraged joint ventures between public and private telecommunications companies to provide new and
improved telecommunications services.
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Brazil

Telecommunications services in Brazil are regulated by the Ministry of Communications, pursuant to Law
No. 9,472 of July 16, 1997 (the “General Telecommunications Law”), This law authorized the creation of the
Agencia Nacional de Telecomunicagdes (the “National Telecommunications Agency,” known as “ANATEL"),
an independent agency subordinated to the Ministry of Communications that regulates and supervises all aspects
of telecommunications services, including the granting of licenses under the General Telecommunications Law.
ANATEL enforces the legislative determinations of the Ministry of Communications. ANATEL has generally
pursued a policy of market liberalization and supported a competitive telecommunications environment.

Ecuador

The telecommunications industry in Ecuador is regulated by the Consejo Nacional de Telecomunicaciones
(the “National Telecommunications Counci!™) and the Secretaria Nacional de Telecomunicaciones (the “National
Telecommunications Secretary,” known as “SENATEL”) and is under the control and supervision of the
Superintendencia de Telecomunicaciones (“Superintendant of Telecommunications™).

Peru

The telecommunications industry in Peru is regulated by the Supervisory Authority for Private Investment
in Telecommunications (“OSIPTEL”) and the Ministry of Transportation and Communications (“MTC”).
OSIPTEL is an independent regulatory body attached to the Office of the President of the Council of Ministers.

Under Peruvian law, the provision of public telecommunications services requires a concession. The
functions related to the issuance of concessions and market access registration and the assignment of the radio
spectrum for public telecommunications services are managed by the MTC’s General Directorate of
Telecommunications. Since market liberalization became effective in August 1998, there has been no limitation
on the issue of concessions, except for services subject to natural limitations on grounds of scarce resources, as in
the case of the radio spectrum.

Venezuela

The Venezuelan telecommunications industry is regulated by the Comisién Nacional de
Telecomunicaciones (“CONATEL”), which is ascribed to and vunder the purview of the Ministry of
Infrastructure. Venezuela opened its telecommunications market to competition on November 28, 2000. In 2007,
the Venezuelan government nationalized the incumbent telecommunications operator, Compafila Andnima
Nacional Teléfonos de Venezuela (“CANTV™). To date, the government has not indicated its intent to expand
nationalization within the telecommunications sector.

The legacy Global Crossing operating entity in Venezuela has been amalgamated with IMPSAT Venezuela,
the operating entity within the GC Impsat Segment. As required by the Venezuelan Telecommunications Law of
2000, IMPSAT Venezuela has timely filed for the administrative title transformation of all of its concessions and
licenses. The administrative title transformation is in process and remains pending due to delays attributable to
CONATEL. Such delays affect most market operators and has thus far had no impact on IMPSAT Venezuela’s
operations. Although three licenses held by IMPSAT Venezuela have expired, CONATEL has authorized it to
continue operations while the licenses are transformed.

Chile

The telecommunications industry in Chile is regulated by the Undersecretariate of Telecommunications, an
institution subordinated to the Ministry of Transportation and Telecommunications.

In 1978, a new National Policy on Telecommunications was issued which, in its most relevant aspects,
called for the development of telecommunications services to be conducted by private institutions through
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concessions, authorizations, permits and licenses granted by the government. The policy, nonetheless, endorsed a
series of regulations aimed at establishing increased technical control over such investments and conferring
certain discretionary powers on the government. The policy was formalized through the General Law on
Telecommunications approved in 1982, in which free, non-discriminatory access was granted to private firms in
the development of the nation’s telecommunications services. This law established responsibilities with respect
to telecommunication services, compulsory interconnection between public service licensees and tools for setting
telecommunication service tariffs where existing market conditions were deemed insufficient to guarantee a free
tariff system.

Chile amended its General Law on Telecommunications in 1985 to provide that concessions and permits
may be granted without limit with respect to the quantity and type of service and geographic location. The law
guarantees interconnections among telecommunications service concessionaires. Chile defines value added
services as supplementary services. It is not necessary to have a telecommunications service license to offer
supplementary services, although those who provide additional services must comply with the technical
standards established by the Department of Telecommunications and obtain an authorization.

Panama

The telecommunications industry in Panama is regulated by Ente Regulador de los Servicios Pablicos, an
independent regulatory body. General Law 26 and General Law 31 established the regulatory framework for
telecommunications regulation. Liberalization of the market has been on-going, and the incumbent’s official
monopoly ended in 2004,

ITEM 1A. RISK FACTORS

Cautionary Factors That May Affect Future Results
(Cautionary Statements Under Section 21E of the Securities Exchange Act of 1934)

Forward-Looking Statements

This annual report on Form 10-K contains certain “forward-looking statements,” as such term is defined in
Section 21E of the Exchange Act. These statements set forth anticipated results based on management’s plans
and assumptions. From time to time, we also provide forward-looking statements in other materials we release to
the public as well as oral forward-looking statements. Such statements give our current expectations or forecasts
of future events; they do not relate strictly to historical or current facts. We have attempted to identify such
statements by using words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,”
“will,” “could” and similar expressions in connection with any discussion of future events or future operating or
financial performance or strategies. Such forward-looking statements include, but are not limited to, statements
regarding:

M " (LYY

* our services, including the development and deployment of data products and services based on [P and
other technologies and strategies to expand our targeted customer base and broaden our sales channels;

» the operation of our network, including with respect to the development of IP-based services;

* our liquidity and financial resources, including anticipated capital expenditures, funding of capital
expenditures, anticipated levels of indebtedness, and the ability to raise capital through financing
activities;

» trends related to and management’s expectations regarding results of operations, required capital
expenditures, integration of acquired businesses, revenues from existing and new lines of business and
sales channels, and cash flows, including but not limited to those statements set forth in Item 7 below in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations;” and

» sales efforts, expenses, interest rates, foreign exchange rates, and the outcome of contingencies, such as
legal proceedings.
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We cannot guarantee that any forward-looking statement will be realized. Achievement of future results is
subject to risks, uncertainties and potentially inaccurate assumptions. Should known or unknown risks or
uncertainties materialize, or should underlying assumptions prove inaccurate, actual results could vary materially
from past results and those anticipated, estimated or projected. Investors should bear this in mind as they
consider forward-looking statements,

We undertake no obligation to update forward-looking statements, whether as a result of new information,
future events or otherwise. You are advised, however, 10 consult any further disclosures we make on related
subjects in our quarterly reports on Form 10-Q and current reports on Form 8-K. Also note that we provide the
following cautionary discussion of risks and uncertainties related to our businesses. These are factors that we
believe, individually or in the aggregate, could cause our actual results to differ materially from expected and
historical results. We note these factors for investors as permitted by Section 21E of the Exchange Act. You
should understand that it is not possible to predict or identify all such factors. Consequently, you should not
consider the following to be a complete discussion of all potential risks or uncertainties.

In addition to the risk factors identified under the captions below, the operation and results of our business
are subject to risks and uncertainties identified elsewhere in this annual report on Form 10-K as well as general
risks and uncertainties such as those relating to general economic conditions and demand for telecommunications
services.

Risks Related to Liquidity and Financial Resources

We incurred substantial operating losses in 2007 and will continue to experience negative cash flows from
operating and investing activities in the short term.

For each period since inception, we have incurred substantial operating losses, Although we expect our
operating results to improve over time, there can be no assurances that we will realize anticipated revenue growth
and cost structure improvements, or that such improvements will offset the increased debt service requirements
resulting from significant increases in our consolidated debt balance. During 2008, we expect our unrestricted
cash and cash equivalents to decrease between $85 million and $35 million. This expectation is based in part on
raising capital leases and other forms of equipment financing in amounts greater than those arranged in 2007,
Our ability to arrange such financings is subject 1o negotiating acceptable terms from equipment vendors and
financing parties. This could prove more difficult given recent adverse changes in the credit markets generally
and the reduced level of budgeted gross capital expenditures in 2008. If we are unable to arrange such financings,
we may not be able to make all necessary capital and other expenditures to run and grow our business, including
the expenditures that will be necessary to implement our operational imperatives. See Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources.”

Our ability to generate positive cash flow over the long term is predicated on significant revenue growth in
our target enterprise, carrier data and indirect sales channels, together with associated economies of scale. We
can provide no assurances in this regard. If our cash flows do not improve, we would need to arrange financing
facilities in order to continue as a going concern. We may be unable to arrange financing facilities on acceptable
terms or at all. The liquidity crisis that began in 2007 as a result of the collapse of the subprime morigage market
has adversely impacted global credit markets and could make it more difficult for us to obtain debt financing.

We may not be able to achieve anticipated economies of scale.

We expect that economies of scale will allow us to grow revenues while incurring incremental costs that are
proportionately lower than those applicable to our existing business. [f the increased costs required to support our
revenue growth turn out to be greater than anticipated, we may be unable to improve our profitability and/or cash
flows even if revenue growth goals are achieved. The current slowdown in economic conditions in the U.S. and
elsewhere could temper our growth, although the value we offer prospective customers could attract business in a
cost-saving environment.

Improvements in our cost structure in the short term become more difficult as the amount of potential
savings decreases due to the success of past savings initiatives. Cost savings initiatives put a strain on our
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existing employees and make it more challenging to foster an engaged and enthusiastic workforce. Customer
service, which is a critical component of our value proposition, could suffer if employee engagement were to
deteriorate, Moreover, any cost savings initiatives in 2008 are expected to be offset, in whole or in part, by
anticipated increases in operating expenses in 2008 versus 2007 as a result of annual salary increases for most of
our workforce; accruing non-cash incentive compensation at target levels instead of at the reduced levels of
2007; incurring compensation expense in respect of increased sales and sales support personnel; and the
conversion of certain idle real estate facilities to expand service offerings to select markets in Europe, which
results in the charge of the associated cash payments for rental and other expenses against cost of revenue.

The sale of IRUs and similar prepayments for services are an important source of cash flows for us.

The sale of IRUs and similar prepayments for services are an important source of cash flows for us,
representing tens of million of dollars of cash in most quarters. If customers’ buying patterns were to change
such that those traditionally buying IRUs were to switch to monthly payment plans, our liquidity would be
adversely affected. In addition, the large dollar amounts and long sales cycles typically associated with IRU sales
increase the volatility of our quarter-to-quarter cash flow results.

Access vendors could force us to accelerate payments to them, which would adversely impact our working
capital and liquidity.

Cost of access represents our single largest expense and gives rise to material current liabilities. During
2007, certain telecommunications carriers from which we purchase access services demanded that we pay for
access services on a timelier basis, which resulted in increased demands on our liquidity. If such demands were
to continue to a greater degree than anticipated, we could be prevented from meeting our cash flow projections
and our long-term liquidity requirements.

The covenants in our debt instruments limit our financial and operational flexibility.

GCL and numerous of its subsidiaries have material indebtedness outstanding under the following debt
instruments (collectively, the “Principal Debt Instruments™):

¢« GCL’s Credit and Guaranty Agreement dated as of May 9, 2007 under which Goldman Sachs Credit
Partners L.P, acts as administrative and collateral agent for a group of lenders who made five-year term
loans aggregating $350 million in May and June of 2007 (the “Term Loan Agreement”);

* GCL’s $144 million aggregate original principal amount of 5.0% convertible senior notes due 2011 (the
“5% Convertible Notes™);

*+ GCUK’s $200 million and 157 million pounds sterling aggregate principal amount {approximately
$512 million combined) of senior secured notes due 2014 (the “GCUK Notes™); and

*  The $225 million aggregate original principal amount of GC Impsat Notes due 2017,

The Principal Debt Instruments generally contain covenants and events of default that are customary for
high-yield debt and senior secured credit facilities, including limitations on:

* incurring or guaranteeing additional indebtedness;

« dividend and other payments to holders of equity and subordinated debt;

* investments or other restricted payments;

* asset sales, consolidations, and mergers;

*  creating or assuming liens; and

* transactions with affiliates.

These covenants impose significant restrictions on the ability of entities in any one of our operating
segments from making intercompany funds transfers to entities in any other segment.
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In addition, the Term Loan Agreement includes financial maintenance covenants requiring our ROW
Segment to maintain a minimum consolidated cash balance at all times and requiring us to maintain, as of the end
of each fiscal quarter starting with June 30, 2008, a maximum ratio of consolidated debt to a designated measure
of consolidated earnings. Additionally, the certificate of designations governing our 2% Cumulative Preferred
Shares (the “GCL Preferred Stock”) requires the holder’s approval for certain major corporate actions of GCL
and/or its subsidiaries. See ltem 35, “Market for Regisirant’s Common Stock and Related Stockholder Matters—
Description of Global Crossing Equity Securities.”

Most of our assets have been pledged to secure the indebtedness under certain of our Principal Debt
Instruments , as well as certain lease facilities secured by the assets being leased (the “Capital Lease Facilities™).
A failure to comply with the covenants contained in our Principal Debt Instruments or the Capital Lease
Facilities could result in an event of default, which, if not cured or waived, could result in an acceleration of ail
such debts, which would have a material adverse effect on our business, results of operations and financial
condition. For example, certain of our capital lease agreements contain non-financial covenants which require
specific tracking and reporting procedures for the physical location of the leased assets, The failure to meet these
covenants allows the lessor to accelerate payments under the lease, We have in the past failed to meet these
covenants. If the indebtedness under any of our Principal Debt Instruments or Capital Lease Facilities were to be
accelerated, we would have to raise funds from alternative sources, which may not be available on favorable
terms, on a timely basis or at all. Moreover, a default by any of our subsidiaries under any capital lease obligation
or debt obligation totaling more than $2.5 million, as well as the bankruptcy or insolvency of any of our
subsidiaries, could trigger cross-default provisions under certain of our debt instruments,

In addition to the Principal Debt Instruments, we also have material obligations under capital leases. Certain
of our capital lease agreements contain non-financial covenants which require specific tracking and reporting
procedures for the physical location of the leased assets, The failure to meet these covenants allows the lessor to
accelerate payments under the lease agreements. At December 31, 2007, these non-financial covenants have not
been met for lease agreements representing $85 million of indebtedness. We have received a waiver for
approximately $79 million of such non-compliance through January 1, 2009 assuming certain milestones are
achieved. We have achieved all milestones as of December 31, 2007, and expect to achieve the remaining
milestones and become compliant prior to the deadline. The remaining balances have been classified as current
liabilities at December 31, 2007,

For a further discussion of these issues and our indebtedness, please see Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—
Indebtedness.”

Our international corporate structure limits the availability of our consolidated cash resources for
intercompany funding purposes and reduces our financial restructuring flexibility.

As a holding company, all of our revenues are generated by our subsidiaries and substantially all of our
assets are owned by our subsidiaries. As a result, we are dependent upon dividends and inter-company transfers
of funds from our subsidiaries to meet our debt service and other payment obligations. Our subsidiaries are
incorporated and operate in various jurisdictions throughout the world. Some of our subsidiaries have cash on
hand that exceeds their immediate requirements but that cannot be disuwributed or loaned to us or our other
subsidiaries to fund our or their operations due to contractual restrictions (such as those described in the
immediately preceding risk factor) or legal constraints related to the lack of retained earnings, the solvency of
such entities or other local law restrictions {e.g., restrictions related to foreign exchange controls or transfer
approvals). These restrictions, which apply to most of our subsidiaries given their history of operating losses,
could cause us or certain of our subsidiaries to become and remain illiquid while other subsidiaries have
sufficient liquidity to meet their liquidity needs. Also see “—We are exposed to significant currency exchange
rate risks and our net loss may suffer due to currency translations,” below, for a discussion of important exchange
rate and expatriation risks involving our Venezuelan and other subsidiaries.

25




We cannot predict our future tax liabilities. If we become subject to increased levels of taxation or if tax
contingencies are resolved adversely, our results of operations could be adversely affected.

Due to the international nature of our operations, we are subject to multiple sets of complex and varying tax
laws and rules. We cannot predict the amount of future tax liabilities to which we may become subject. Any
increase in the amount of taxation incurred as a result of our operations or due to legislative or regulatory
changes could result in a material adverse effect on our business, results of operations and financial condition.
While we believe that our current tax provisions are reasonable and appropnate, we cannot be assured that these
items will be settled for the amounts accrued or that additional exposures will not be identified in the future. We
have material tax-related contingent liabilities that are difficult to predict or quantify. See “Legal Proceedings” in
Item 3 and Note 22, “Commitments, Contingencies and Other” to our consolidated financial statements included
in this annual report on Form 10-K.

Risks Related to Our Operations

Our rights to the use of the fiber that make up our network may be affected by the financial health of our
fiber providers.

The majority of our North American network and some of the other transmission facilities comprising our
global network are held by us through long-term leases or IRU agreements with various companies that provide
us access to fiber owned by them. A bankruptcy or financial collapse of one of these fiber providers could result
in a loss of our rights under such leases and agreements with the provider, which in turn could have a negative
impact on the integrity of our network and ultimately on our results of operations. To our knowledge, the rights
of the holder of such rights in strands of fiber in the event of bankrupicy have not been specifically addressed by
the judiciary at the state or federal level in the U.S. or in most of the foreign jurisdictions in which we operate
and, therefore, our rights with respect to dark fiber agreements under such circumstances are unclear.

We may not be able to continue to connect our network to incumbent carriers’ networks or maintain
Internet peering arrangements on favorable terms.

We must be party to interconnection agreements with incumbent carriers and certain independent carriers in
order to connect our customers to the PSTN. If we are unable to renegotiate or maintain interconnection
agreements in ali of our markets on favorable terms, it could adversely affect our ability to provide services in the
affected markets. In Europe, although certain rights to interconnect with other networks are subject to legal and
regulatory protection, new I[P-based networking technologies are becoming more generally adopted within the
industry and new commercial and charging models are being developed for interworking between these
networks. The extent to which such new models may affect our business is currently uncertain.

Peering agreements with Internet service providers allow us to access the Internet and exchange transit for
free with these providers. Depending on the relative size of the carriers involved, these exchanges may be made
without settlement charge. Recently, many Internet service providers that previously offered peering have
reduced or etiminated peering relationships or are establishing new, more restrictive criteria for peering and an
increasing number of these service providers are seeking to impose charges for transit. Increases in costs
associated with Internet and exchange transit could have a material adverse effect on our margins for our
products that require Internet access. We may not be able 1o rencgotiate or maintain peering arrangements on
favorable terms, which would impair our growth and performance.

The Network Security Agreement imposes significant requirements on us. A violation of the agreement
could have severe consequences.

The Network Security Agreement imposes significant requirements on us related to information storage and
management; traffic routing and management; physical, logical, and network security arrangements; personnel
screening and training; corporate governance practices; and other matters. While we expect to comply fully with
our obligations under the Network Security Agreement, it is impossible to eliminate completely the risk of a
violation of the agreement. The consequences of a violation of the Network Security Agreement could be severe,
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potentially including the revocation of our FCC licenses in the U.S., which would result in the cessation of our
U.S. operations and would have a material adverse effect on our business, results of operations and financial
condition.

It is expensive and difficult to switch new customers to our network, and lack of cooperation of incumbent
carriers can slow the new customer connection process.

It is expensive and difficult for us to switch a new customer to our network because:

« we usually charge the potential customer certain one-time installation fees, and, although the fees may
be less than the cost to install a new customer, they may act as a deterrent to becoming our customer;
and

* we require cooperation from the incumbent carrier in instances where there is no direct connection
between the customer and our network, which can complicate and add to the time that it takes to
provision a new custoter’s service.

Many of our principal competitors, the domestic and international incumbent carriers, are already
established providers of local telephone services to all or virually all telephone subscribers within their
respective service areas. Their physical connections from their premises to those of their customers are expensive
and difficult to duplicate. To complete the new customer provisioning process, we rely on the incumbent carrier
to process certain information. The incumbent carriers have a financial interest in retaining their customers,
which could reduce their willingness to cooperate with our new customer provisioning requests, thereby
adversely impacting our ability to compete and grow revenues. Further consolidation of incumbent carriers with
other telecommunications service providers may make these problems more acute.

The operation, administration, maintenance and repair of our systems are subject to risks that could lead
to disruptiens in our services and the failure of our systems to operate as intended for their full design life.

Each of our systems is subject to the risks inherent in large-scale, complex fiber-optic telecommunications
systems. The operation, administration, maintenance and repair of our systems require the coordination and
integration of sophisticated and highly specialized hardware and software technologies and equipment located
throughout the world. Our systems may not continue to function as expected in a cost-effective manner. The
failure of the hardware or software to function as required could render a cable system unable to perform at
design specifications.

Interruptions in service or performance problems, for whatever reason, could undermine confidence in our
services and cause us to lose customers or make it more difficult to attract new ones. In particular, a failure of our
operations support systems could adversely affect our ability to process orders and provision sales, and to bill for
services efficiently and accurately, all of which could cause us to suffer customer dissatisfaction, loss of
business, loss of revenue or the inability to add customers on a timely basis, any of which would adversely affect
our revenues. In addition, because many of our services are critical to our customers’ businesses, a significant
interruption in service could result in lost profits or other loss to customers. Although we attempt to disclaim
liability for these losses in our service agreements, a court might not enforce a limitation on liability under
certain conditions, which could expose us to financial loss. In addition, we often provide customers with
guaranteed service level commitments. If we are unable to meet these guaranteed service level commitments for
whatever reason, we may be obligated to provide our customers with credits, generally in the form of free service
for a short period of time, which could negatively affect our operating results,

Recent capital expenditure levels may not be sustainable,

While capital expenditures have remained relatively stable at levels significantly below those prevailing
prior to our bankruptcy reorganization, such levels may not be sustainable in the future, particularly as our
business continues to grow.
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Intellectual property and proprietary rights of others could prevent us from using necessary technology.

While we do not believe that there exists any technology patented by others, or other intellectual property
owned by others, that is necessary for us to provide our services and that is not now subject to a license allowing
us to use it, from time to time we receive claims from third parties in this regard and there can be no assurances
as to our ability to defend against those claims successfully. If such intellectual property is owned by others and
not licensed by us, we would have to negotiate a license for the use of that inteltectual property. We may not be
able to negotiate such a license at a price that is acceptable or at all. This could force us to cease offering
products and services incorporating such intellectual property, thereby adversely affecting operating results.

We may not be successful in integrating the Impsat businesses with ours or may not be able to realize the
benefits we anticipate from the acquisition.

The process of integrating Impsat’s operations with our business, so that the consolidated business operates
as efficiently as possible, has required and will require significant corporate resources, and such efficiencies will
be limited to some degree by our Principal Debt Instruments and Capital Lease Facilities. In addition, this
process could cause the interruption to, or a loss of momentum in, the activities of our or Impsat’s businesses,
including customer service, which could have a material adverse effect on our business, results of operations and
financial condition.

The management of the integration of the businesses, systems and culiure of Impsat will require the
continued development of our financial and management controls, including the integration of information
systems and structure, the integration of product offerings and customer base, the retention of current personnel
and the training of new personnel, all of which could disrupt the timeliness of financial information, place a
strain on our management resources and require significant expenditure. Any significant diversion of
management’s attention or any major difficulties encountered in the integration of the business could have a
material adverse effect on our business, results of operations and financial condition. While we have budgeted
anticipated integration costs, there can be no assurance that additional costs will not be incurred.

While we have identified potential cost and capital expenditure savings which we believe to be achievable
as a result of the Impsat acquisition, and we believe that the underlying assumptions upon which we have based
our estimates are reasonable, the timing of and degree to which we are able to realize such savings, which remain
subject to numerous significant risks and uncertainties, could nonetheless vary significantly. There can be no
assurance that such potential savings, or other possible benefits such as revenue synergies, will be realized in the
near future, if at all. Significant costs may be incurred to realize these benefits. Our failure to realize anticipated
benefits could have a material adverse effect on our business, results of operations and financial condition.

We have substantial international operations and face political, legal, tax, regulatory and other risks from
our operations in foreign jurisdictions.

We derive a substantial portion of our revenue from international operations and have substantial physical
assets in several jurisdictions along our routes, including countries in Latin America, Asia and Europe. In
addition, we lease capacity and obtain services from carriers in those and other regions. As a result our business
is subject to particular risks from operating in some of these areas, including:

= uncertain and rapidly changing political, regulatory and economic conditions, including the possibility
of civil unrest, vandalism affecting cable assets, terrorism, armed conflict or the seizure or nationalizing
of private property;

= unexpected changes in regulatory environments and trade barriers;
» exposure to new or different accounting, legal, tax and regulatory standards;

* burdensome tax, customs, duties or regulatory assessments based on new or differing interpretations of
law or regulations; and

» difficulties in staffing and managing operations consistently through our several operating areas.

In addition, managing operations in muitiple jurisdictions may place furiher strain on our ability to manage
growth,
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We are subject to the Foreign Corrupt Practices Act (the “FCPA), and our failure to comply with the
laws and regulations thereunder could result in penalties which could harm our reputation and have a
material adverse effect on our business, results of operations and financial condition.

We are subject to the FCPA, which generally prohibits companies and their intermediaries from making
improper payments to foreign officials for the purpose of obtaining or keeping business and/or other benetfits.
Although we have policies and procedures designed to ensure that the Company, its employees and agents
comply with the FCPA, there is no assurance that such policies or procedures will work effectively all of the time
or protect us against liability under the FCPA for actions taken by our agents, employees and intermediaries with
respect to our business or any businesses that we acquire. We operate in a number of jurisdictions that pose a
high risk of potential FCPA violations. In May 2007, we acquired Impsat, which was also subject to the FCPA
prior to the acquisition. As described in *Additional Information Regarding Impsat” in Item 9A below, the facts
developed in our review of certain payments made by Impsat employees to government officials and foreign
government proceedings concerning Impsat personnel show that: first, although Impsat had policies in place
prior to the May 9, 2007 acquisition relating to FCPA compliance and contracting with third-party agents, those
policies were not implemented; second, Impsat’s documentation relating to third-party agents and certain
government contracts was not sufficient; third, the corporate environment at Impsat did not reflect a sufficient
focus by senior management on promotion of, and compliance by the Company with, these policies. We are
currently conducting a review of certain agents, government contracts, and potential unauthorized payments in
Latin American countries. We have brought these matters to the attention of government authorities in the U.S.,
which may investigate the matters, and which may result in legal action. If we are not in compliance with the
FCPA and other laws governing the conduct of business with government entities (including local laws), we may
be subject to criminal and civil penalties and other remedial measures, which could have an adverse impact on
our business, financial condition, results of operations and liquidity. Any investigation of any potential violations
of the FCPA or other anti-corruption laws by U.S. or foreign authorities could bave an adverse impact on our
business, financial condition and results of operations.

We are exposed to significant currency exchange rate risks and our net loss may suffer due to currency
translations.

Many of our current and prospective customers derive their revenue in currencies other than U.S. dollars but
are invoiced by us in U.S. dollars. The obligations of customers with substantial revenue in foreign currencies
may be subject to unpredictable and indeterminate increases in the event that such currencies depreciate in value
relative to the U.S. dollar. Furthermore, such customers may become subject to exchange control regulations
restricting the conversion of their revenue currencies into U.S. dollars. In either event, the affected customers
may not be able to pay us in U.S. dollars. In addition, where we issue invoices for our services in currencies other
than U.S. dollars, our net loss may suffer due to currency translations in the event that such currencies depreciate
relative to the U.S. dollar and we cannot or do not elect to enter into currency hedging arrangements in respect of
those payment obligations. Declines in the value of foreign currencies relative to the U.S. dollar could adversely
affect our ability to market our services to customers whose revenues are denominated in those currencies.

Certain Latin American economies have experienced shortages in foreign currency reserves and have
adopied restrictions on the ability 1o expatriate local earnings and convert local currencies into U.S. dollars. Any
such shortages or restrictions may limit or impede our ability to transfer or to convert such currencies into U.S.
dollars and to expatriate such funds for the purpose of making timely payments of interest and principal on our
indebtedness. These restrictions have a significantly greater impact on us and on our ability to service our debt as
a result of the [mpsat acquisition. In addition, currency devaluations in one country may have adverse effects in
another country. For example, in 2001 and 2002, Argentina imposed exchange controls and transfer restrictions
substantially limiting the ability of companies to make payments abroad. While these restrictions have been
substantially eased, Argentina may tighten exchange controls or transfer restrictions in the future to prevent
capital flight, counter a significant depreciation of the peso or address other unforeseen circumstances.

In Venezuela, the official bofivares-U.S. dollar exchange rate established by the Venezuelan Central Bank
and the Venezuelan Ministry of Finance attributes to the belivar a value that is significantly greater than the
value prevailing on the parallel market. The offictal rate is the rate used for recording the assets, liabilities and
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transactions for our Venezuelan subsidiary. Moreover, the conversion of bolivares into foreign currencies is
limited by the current exchange control regime. Accordingly, the acquisition of foreign currency by Venezuelan
companies to honor foreign debt, pay dividends or otherwise expatriate capital is subject to registration and
subject to a process of application and approval by the Comisién de Administracién de Divisas and to the
availability of foreign currency within the guidelines set forth by the National Executive Power for the allocation
of foreign currency. Such approvals have become less forthcoming over time, resulting in a significant buildup of
excess cash in our Venezuelan subsidiaries and a significant increase in our exchange rate and exchange control
risks.

Many of our most important government customers have the right to terminate their contracts with us if a
change of control occurs or to reduce the services they purchase from us.

Various agencies of the U.K. Government together represented approximately 33% of the GCUK Segment’s
revenues in 2007. Many of GCUK’s government contracts contain broad change of control provisions that permit
the customer to terminate the contract if GCUK undergoes a change of control. A termination in many instances
gives rise to other rights of the government customer, including, in some cases, the right to purchase some of
GCUK’s assets used in servicing those contracts. Some change of control provisions may be triggered when any
lender (other than a bank lender in the normal course of business} or a noteholder or group of noteholders would
have the right to control GCUK or the majority of GCUK’s assets upon any event, including upon bankruptcy. If
GCUK’s noteholders have the right to control GCUK or the majority of GCUK'’s assets upon such event, it could
be deemed to be a change of control of GCUK. Similarly, if ST Telemedia’s ownership interest in Global
Crossing falls below certain levels, it could be deemed to be an indirect change of control of GCUK. In addition,
most of GCUK’s government contracts do not include significant minimum usage guarantees. Thus, the
applicable customers could simply choose not to use GCUK's services and move to another telecommunications
provider. If any of GCUK’s significant government contracts were terminated as a result of a change of control
or otherwise, or if the applicable customers were to significantly reduce the services that they purchase under
these contracts, we could experience a material and adverse effect on our business, operations and financial
condition.

Risks Related to Competition and Our Industry

The prices that we charge for our services have been decreasing, and we expect that such decreases will
continue over time.

We expect overall price erosion in our industry to continue at varying rates based on our service portfolio
and reflective of marketplace demand and competition relative to existing capabilities and availability,
Accordingly, our historical revenues are not indicative of future revenues based on comparable traffic volumes.
If the prices for our services decrease for whatever reason and we are unable to increase profitable sales volumes
through additional services or otherwise or correspondingly reduce operational costs, our operating results would
be adversely affected. Similarly, future price decreases could be greater than we are anticipating.

Technological advances and regulatory changes are eroding traditional barriers between formerly distinct
telecommunications markets, which could increase the competition we face and put downward pressure on
prices.

New technologies, such as VoIP, and regulatory changes are blurring the distinctions between traditional
and emerging telecommunications markets. As a result, a competitor in any of our business areas is potentially a
competitor in our other business areas.

We face competition in each of our markets from the incumbent carrier in that market and from more recent
market entrants. In addition, we could face competition from other companies, such as other competitive carriers,
cable television companies, microwave carriers, wireless telephone system operators and private networks built
by large end-users or municipalities. The introduction of new technologies may reduce the cost of services
similar to those that we plan to provide and create significant new competitors with superior cost structures. If we
are not able to compete effectively with any of these industry participants, or if this competition places excessive
downward pressure on prices, our operating results would be adversely affected.
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In the U.K., OFCOM is encouraging new operators to build their own infrastructures to compete with BT.
At the same time, BT is constructing a new, [P based network which it refers to as a “21st Century” network. At
present, it is not clear how operators will connect with this network. There are currently no proposals as to how
and at what level BT will charge for access to the network. Regulation has historically provided for the expansion
of competition in the marketplace and the subsequent lowering of tariffs charged across the industry. However,
there is no way to know what regulatory actions OFCOM and other governmental and regulatory agencies may
take in the future. Individually and collectively, these matters could have negative effects on our UK, business,
which could materially and adversely affect our consolidated business, operations and financial condition.

Many of our competitors have superior resources, which could place us at a cost and price disadvantage.

Many of our existing and potential competitors have significant competitive advantages, including greater
market presence, name recognition and financial, technological and personnel resources, superior engineering
and marketing capabilities, more ubiquitous network reach, and significantly larger installed customer bases. As
a result, many of our competitors can raise capital at a lower cost than we can, and they may be able to adapt
more swiftly to new or emerging technologies and changes in customer requirements, take advantage of
acquisition and other opportunities (including regulatory changes) more readily, and devote greater resources to
the development, marketing and sale of products and services than we can. Also, our competitors’ greater brand
name recognition may require us to price our services at lower levels in order to win business. Our competitors’
financial advantages may give them the ability to reduce their prices for an extended period of time if they so
choose. Many of these advantages are expected to increase with the trend toward consolidation by large industry
participants.

Our selection of technology could prove to be incorrect, ineffective or unacceptably costly, which would
limit our ability to compete effectively.

The telecommunications industry is subject to rapid and significant changes in technology, evolving
industry standards, changing customer needs, emerging competition and frequent new product and service
introductions. The future success of our business will depend, in part, on our ability to adapt to these factors in a
timely and cost-effective manner. If we do not replace or upgrade technology and equipment that becomes
obsolete, or if the technology choices we make prove to be incorrect, ineffective or unacceptably costly, we will
be unable to compete effectively because we will not be able to meet the expectations of our customers, which
would cause our results to suffer.

Our operations are subject to regulation in each of the countries in which we operate and require us to
obtain and maintain a number of governmental licenses and permits. If we fail to comply with those
regulatory requirements or obtain and maintain those licenses and permits, including payment of related
fees, if any, we may not be able to conduct our business. Moreover, those regulatory requirements could
change in a manner that significantly increases our costs or otherwise adversely affects our operations.

In the ordinary course of constructing our networks and providing our services we are required to obtain and
maintain a variety of telecommunications and other licenses and authorizations in the countries in which we
operate, as well as rights-of-way from utilities, railroads, incumbent carriers and other persons. We also must
comply with a variety of regulatory obligations. Our failure to obtain or maintain necessary licenses,
authorizations and rights-of-way, or to comply with the obligations imposed upon license holders including the
payment of fees, in one or more countries, may result in sanctions or additional costs, including the revocation of
authority to provide services in one or more countries.

Our operations around the world are subject to regulation at the regional level (e.g., European Union), the
national level and, in many cases, at the state, provincial, and local levels. The regulation of telecommunications
networks and services around the world varies widely. In some countries, the range of services that we are legally
permitted to provide may be limited. In other countries, existing telecommunications legislation is in the process
of development, is unclear or inconsistent, or is applied in an unequal or discriminatory fashion, or inadequate
judicial, regulatory or other forums are available to address these inadequacies or disputes. Our inability or
failure to comply with the telecommunications laws and regulations of one or more of the countries in which we
operate could result in the temporary or permanent suspension of operations in one or more countries, We also
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may be prohibited from entering certain countries at all or from providing all of our services in one or more
countries. In addition, many of the countries in which we operate are conducting regulatory or other proceedings
that will affect the implementation of their telecommunications legislation. We cannot be certain of the outcome
of these proceedings. These proceedings may affect the manner in which we are permitted to provide our services
in these countries as well as the level of fees and taxes payable to the government, and may have a material
adverse effect on our business, results of operations and financial condition.

Terrorist attacks and other acts of vielence or war may adversely affect the financial markets and our
business and operations.

Significant terrorist attacks against the U.S., the U.K. or other countries in which we operate are possible. It
is possible that our physical facilities or network control systems could be the target of such attacks or that such
attacks could impact other telecommunications companies or infrastructure or the Internet in a manner that
disrupts our operations. Terrorist attacks (or threats of attack) also could lead to volatility or illiquidity in world
financial markets and could otherwise adversely affect the economy. These events could adversely affect our
business and our ability to obtain financing on favorable terms. In addition, it is becoming increasingly difficult
and expensive to obtain adequate insurance for losses due to terrorist attacks. Uninsured losses as a result of such
attacks could have a material adverse effect on our business, results of operations and financial condition.

Risks Related to Our Common Stock

We have a very substantial overhang of commeon stock and a majority shareholder that owns a substantial
portion of common stock and securities convertible into our common stock. Future sales of our common
stock could cause substantial dilution and future acquisitions by our majority shareholder will decrease
the liquidity of our common stock, each of which may negatively affect the market price of our shares and
impact our ability to raise capital.

As March 1, 2008, there were 54,592,878 shares of our common stock outstanding, 18,000,000 shares of
common stock reserved for issuance upon the conversion of our outstanding convertible preferred stock and
6,255,440 shares of common stock reserved for issuance upon conversion of our 5% Convertible Notes. We also
have a significant number of shares of common stock reserved for issuance upon the exercise of outstanding
stock options and vesting of unvested restricted stock units (see [tem 5, “Market for Registrant’s Common Stock
and Related Stockholder Matters—Equity Compensation Plan Information”).

As of March 1, 2008, STT Crossing, a wholly-owned subsidiary of ST Telemedia, beneficially owned over
57% of our common stock on a fully diluted basis. Although the shares beneficially owned by STT Crossing are
not freely transferable under the Securities Act, ST Telemedia has the contractual right to require us to register
sales of such restricted stock at any time.

We cannot predict the effect, if any, that future sales of shares of our common stock into the market, the
availability of shares of common stock for future sale, or any acquisition of common shares by ST Telemedia and
its affiliates will have on the market price of our commaon stock. Sales.of substantial amounts of common stock
(including shares issued upon the exercise of stock options or conversion of any convertible securities), the
purchase of a substantial amount of common shares by our affiliates, or the perception that such sales or
acquisitions could occur, may materially and adversely affect prevailing market prices for our common stock and
impact our ability to raise capital.

The market prices of our common stock may fluctuate.
The market prices of our common stock may fluctuate significantly for a number of reasons which include:
» our quarterly or annual earnings or those of other companies in our industry;
» the public’s reaction to our press releases, our other public announcements and our filings with the SEC;

« changes in earnings estimates or recommendations by research analysts who track our common stock or
the stocks of other companies in our industry;

» new laws or regulations or new interpretations of laws or regulations applicable to our business;
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+ changes in accounting standards, policies, guidance, interpretations or principles;

+ changes in general conditions in the U.S. and global economies or financial markets, including those
resulting from war, incidents of terrorism or responses to such events;

* revocation of our licenses to conduct business {or unduly burdensome changes in regulatory feesy or
nationalization or appropriation of our assets; and

* sales of common stock by our controlling shareholder or directors and executive officers.

In addition, in recent years, the stock market has experienced extreme price and volume fluctuations. This
volatility has had a significant impact on the market price of securities issued by many companies, including
companies in our industry.

Federal law generally prohibits more than 25% of our capital stock to be owned by foreign persons.

Ownership of our common stock is governed in part by the Communications Act of 1934, as amended.
Other than ownership by ST Telemedia and its affiliates, which cannot exceed 66.25% without prior FCC
approval, foreign ownership of our capital stock (i.e., total equity interests held by non-U.S. persons) generally
cannot exceed 25% without prior FCC approval. Although we monitor foreign ownership in our capital stock, we
cannot necessarity detect or control it and could be subject to governmental penalties if trading in our capital
stock resulted in foreign ownership in excess of 25% without prior FCC approval,

ST Telemedia is our majority stockholder.

A subsidiary of ST Telemedia owns over 65% of GCL’'s outstanding equity securities. As a result,
ST Telemedia has the power to elect the majority of GCL’s directors. Under applicable law, GCL's articles of
association and bye-laws and the certificate of designations for GCL's preferred stock, certain actions cannot be
taken without the approval of holders of a majority of our voting stock including, without limitation, mergers,
certain acquisitions and dispositions, issuances of additional equity securities (with certain enumerated
exceptions), incurrences of indebtedness above specified amounts, the making of capital expenditures in excess
of specified amounts, and amendments to our articles of association and bye-laws. GCL’s bye-laws include
significant additional corporate governance rights of ST Telemedia. These rights effectively dilute the rights of
other shareholders.

A sale by ST Telemedia of a significant portion of its shareholdings in us could trigger contractual
provisions tied to a change in control of the Company. For example, a change in control could result in the
termination of significant contracts with U.K, government customers, the requirement that we offer to purchase
the GCUK Notes at a price equal to 101% of their outstanding principal amount plus accrued and unpaid interest
and the 5% Convertible Notes at a price equal to 100% of the principal amount of the notes to be repurchased
plus accrued and unpaid interest, and the acceleration of the vesting of stock options and other incentive
compensation awards granted to our officers, directors and employees.

Economic and political conditions in Latin America pose numerous risks to our operations.

As a result of the completion of our acquisition of Impsat, our business operations are significantly more
dependent on the Latin American region. As events in the Latin American region have demonstrated, negative
economic or political developments in one country in the region can lead to or exacerbate economic or political
instability elsewhere in the region. Furthermore, events in recent years in other developing markets have placed
pressures on the stability of the currencies of a number of countries in Latin America, including Argentina,
Brazil, Colombia and Venezuela. While certain areas in the Latin American region have experienced economic
growth, this recovery remains fragile. Pressures on local currencies are likely to have an adverse effect on our
customers. Volatility in regional currencies and capital markets could also have an adverse effect on our ability
and that of our customers o gain access to international capital markeis for necessary financing, refinancing and
expatriation of earnings.

In addition, any changes to the political and economic conditions in certain Latin American countries could
materially and adversely impact our future business, operations, financial condition and results of operations. For
example, in January 2007, the Venezuelan National Assembly issued an Enabling Law allowing the President of
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Venezuela to carry out the nationalization of certain businesses in the electricity and energy sectors, as well as
Venezuela's largest telecommunications company, Compaiifa Anénima Nacional Teléfonos de Venezuela
(“CANTV"). CANTV was nationalized in the same year. A statement from the Venezuelan minister of
telecommunications and director of the Comisién Nacional de Telecomunicaciones. the country’s
telecommunications regulatory authority, has indicated that the nationalization of CANTV does not imply the
nationalization of the telecommunications sector as a whole. However, there can be no assurance that such
nationalization plans will not also extend to other businesses in the telecommunications sector, including our
business. The government has also announced plans to modify the telecommunications law, and we cannot
predict the impact of such amendments to our business. In addition, the government had announced plans to
modify the nation’s constitution, although such plans were defeated by a slight majority of voters in a referendum
on December 2, 2007.

Other Risks

We are exposed to contingent liabilities, including those related to Impsat, that could result in material
losses that we have not reserved against.

Included in “Legal Proceedings”™ in Item 3 and Note 22, “Commitments, Contingencies and Other” to our
consolidated financial statements included in this annual report on Form 10-K, are descriptions of certain
important contingent liabilities. If one or more of these contingent liabilities were to be resolved in a manner
adverse to us, we could suffer losses that are material to our business, results of operations and financial
condition. We have not established reserves for many of these contingent liabilities. Moreover, as described in
“Legal Proceedings™ and in Note 22 to the consolidated financial statements, certain of these contingent
liabilities could have a material adverse effect on our business, results of operations and financial condition in
addition to the effect of any potential monetary judgment or sanction against us.

Assets and entities that we have acquired from Impsat may be subject to unknown or contingent liabilities
for which we may have no recourse, or only limited recourse. In general, the representations and warranties
provided by Impsat under its purchase agreement do not survive the closing of the transaction. As a result, we
will not be able to recover any amounts with respect to losses due to breaches by Impsat of its representations
and warranties. The total amount of costs and expenses that may be incurred with respect to liabilities associated
with the acquisition may exceed our expectations, plus we may experience other unanticipated adverse effects,
all of which may adversely affect our revenues, expenses, operating results and financial condition.

Our real estate restructuring reserve represents a material liability, the calculation of which involves
significant estimation.

As of December 31, 2007, our real estate restructuring reserve aggregated $153 million of continuing
building lease obligations and broker commissions, offset by anticipated receipts of $67 million from existing
subleases and $63 million from subleases projected to be entered into in the future. Although we believe these
estimates to be reasonable, actual sublease receipts could turn out to be materially different than we have
estimated.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We lease our principal executive offices in Hamilton, Bermuda. Qur operating segments also lease
significant corporate office space in the following cities and lease smaller sales, administrative, and support
offices within their respective geographic regions:

» GCUK Segment: London, Basingstoke and Crewe, England

« GC Impsat Segment: Bogota, Colombia; Buenos Aires, Argentina; Caracas, Venezuela; Lima, Peru;
Miami, Florida; Quito, Ecuador; Santiago, Chile; and Sac Paulo, Brazil

= Rest of World Segment: Billings, Montana; ; Dublin, Ireland; Florham Park, New Jersey; Hong Kong,
China; Miami, Florida; Milan, Italy; Montreal, Canada; Naarden, The Netherlands; New York, New
York: Paris, France; Phoenix, Arizona; Rochester, New York; Southfield, Michigan; Tokyo, fapan; and
Westminster, Colorado
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We own or lease numerous cable landing stations and telehouses throughout the world related to undersea
and terrestrial cable systems. Furthermore, we own or lease properties to house and operate our fiber-optic
backbone and distribution network facilities, our point-to-point distribution capacity, our switching equipment
and connecting lines between other carriers’ equipment and facilities and the equipment and facilities of
custemers in each of our principal operating segments. For additional information on our technical sites, see
above in Item 1, “Business—Overview of Our Business—Our Network”.

Our existing properties are in good condition and are suitable for the conduct of our business.

ITEM 3. LEGAL PROCEEDINGS

Under the GC Debtors’ plan of reorganization, which became effective on December 9, 2003, essentially all
claims against the GC Debtors that arose prior to the commencement of the chapter 11 cases were discharged.
Claims for monetary damages (and equitable claims that give rise to a right to payment), including most of the
legal proceedings pending against the Predecessor at that time, were included in that discharge. However, certain
claims pending at that time could affect the Successor. The following is a description of those claims and other
material legal proceedings in respect of claims alleged to have arisen after the commencement of the chapter 11
cases that were pending during or afier the fourth quarter of 2007.

AT&T Inc. (formally SBC Communications Inc.) Claim

AT&T has asserted that we are engaging in the misrouting of traffic through third-party intermediaries for
the purpose of avoiding access charges payable to AT&T's LEC affiliates. AT&T asserted that we owed it $19
million through July 15, 2004. We responded to AT&T denying the claim in its entirety.

On November 17, 2004, AT&T's LEC affiliates commenced an action against us and other defendants in
the U.S. District Court for the Eastern District of Missouri. The complaint alleges that we, through certain
unnamed intermediaries, which are characterized as “least cost routers,” terminated long distance traffic in a
manner designed to avoid the payment of interstate and intrastate access charges.

The complaint alleges five causes of action: (1) breach of federal tariffs; (2) breach of state tariffs; (3) unjust
enrichment (in the alternative to the tariff claims); (4) fraud; and (5) civil conspiracy. Although the complaint
does not contain a specific claim for damages, plaintiffs allege that they have been damaged in the amount of
approximately $20 million for the time period of February 2002 through August 2004. The complaint also seeks
an injunction against the use of “least cost routers” and the avoidance of access charges. We filed a motion to
dismiss the complaint on January 18, 2005, which motion was mooted by the filing of a first amended complaint
on February 4, 2005. The first amended complaint added as defendants five competitive local exchange carriers
and certain of their affiliates (none of which are affiliated with us) and re-alleged the same five causes of action,
We filed a motion to dismiss the first amended complaint on March 4, 2005. On August 23, 2005, the Court
referred a comparable case to the FCC and the FCC has sought comments on the issues referred by the Court. We
filed comments in the two declaratory judgment proceedings occasioned by the Court’s referral. On February 7,
2006, the Court entered an order: (a) dismissing AT&T’s claims against Global Crossing to the extent that such
claims arose prior to December 9, 2003 by virtue of the injunction contained in the joint plan of reorganization of
the GC Debtors which became effective on that date; and (b) staying the remainder of the action pending the
outcome of the referral to the FCC described above. On February 22, 2006, AT&T moved the Court to reconsider
its decision of February 7, 2006 to the extent that it dismissed claims that arose prior to December 9, 2003. We
filed our response to the motion on March 6, 2006, requesting that the Court deny the motion. On May 31, 2006,
the Court entered an order denying plaintiffs’ motion for reconsideration without prejudice. On January 31, 2008,
plaintiffs filed their second status report with the Court indicating that the Federal Communications Commission
had not acted on the referral, but advising the Court that it expected the FCC to act scon.

Claim by the U.S. Department of Commerce

A claim was filed in our bankruptcy proceedings by the U.S. Department of Commerce (the “Commerce
Department”) on October 30, 2002 asserting that an undersea cable owned by PCL violates the terms of a Special
Use permit issued by the National Oceanic and Atmospheric Administration (“NOAA”). We believe
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responsibility for the asserted claim rests entirely with our former subsidiary. On November 7, 2003, we and the
Global Crossing Creditors” Committee filed an objection to this claim with the Bankrupicy Court. Subsequently,
the Commerce Department agreed to limit the size of the pre-petition portion of its claim to $14 million.
Negotiations with PCL to resolve the remaining issues are ongoing but no final resolution has been reached. An
identical claim that had been filed in the bankruptcy proceedings of PCL was settled in principle in September
2005 and was subsequently approved by the court as part of the PCL plan of reorganization confirmed in an order
dated November 10, 2005. We have commenced preliminary discussions with NOAA as to the impact that
settlement has on the claim against us.

Qwest Rights-of-Way Litigation

In May 2001, a purported class action was commenced against three of our subsidiaries in the U.S. District
Court for the Southern District of Illinois. The complaint alleges that we had no right to install a fiber-optic cable
in rights-of-way granted by the plaintiffs to certain railroads. Pursuant to an agreement with Qwest
Communications Corporation, we have an indefeasible right to use certain fiber-optic cables in a fiber-optic
communications system constructed by Qwest within the rights-of-way. The complaint alteges that the railroads
had only limited rights-of-way granted to them that did not include permission to install fiber- optic cable for use
by Qwest or any other entities. The action has been brought on behalf of a national class of landowners whose
property underlies or is adjacent to a railroad right-of-way within which the fiber-optic cables have been
installed. The action seeks actual damages in an unstated amount and alleges that the wrongs done by us involve
fraud, malice, intentional wrongdoing, willful or wanton conduct and/or reckless disregard for the rights of the
plaintiff landowners. As a result, plaintiffs also request an award of punitive damages. We made a demand of
Qwest to defend and indemnify us in the lawsuit. In response, Qwest has appointed defense counsel to protect
our Interests.

Our North American network includes capacity purchased from Qwest on an IRU basis. Although the
amount of the claim is unstated, an adverse outcome could have an adverse impact on our ability to utilize large
portions of our North American network. This litigation was stayed against us pending the effective date of GC
Debtors’ plan of reorganization, and the plaintiffs’ pre-petition claims against us were discharged at that time in
accordance with the plan of reorganization. By agreement between the parties, the plan of reorganization
preserved plaintiffs’ rights to pursue any post- confirmation claims of trespass or ejectment. If the plaintiffs were
to prevail, we could lose our ability to operate large portions of our North American network, although we
believe that we would be entitled to indemnification from Qwest for any losses under the terms of the [RU
agreement under which we originally purchased this capacity. As part of a global resolution of all bankruptcy
claims asserted against us by Qwest, Qwest agreed to reaffirm its obligations of defense and indemnity to us for
the assertions made in this claim. In September 2002, Qwest and certain of the other telecommunication carrier
defendants filed a proposed settlement agreement in the U.S. District Court for the Northern District of llinois.
On July 25, 2003, the court granted preliminary approval of the settlement and entered an order enjoining
competing class action claims, except those in Louisiana. The settlement and the court’s injunction were opposed
by a number of parties who intervened and an appeal was taken to the U.S. Court of Appeals for the Seventh
Circuit. In a decision dated October 19, 2004, the Court of Appeals reversed the approval of the settlement and
lifted the injunction. The case has been remanded to the District Court for further proceedings.

Foreign Customs Tax Audit

A 1ax authority in South America has concluded an audit of our books and records for the years ended
December 31, 2001 and 2000 and has made certain findings adverse to us including the following: failure to
disclose discounts on certain goods imported into the country, failure to include the value of software installed on
certain computer equipment, and clerical errors in filed import documents. We have been assessed final claim
amounts in excess of $6 million. We are now engaged in litigation with the tax authority to resolve the issues
raised in the assessment.

In February 2008, the Tax Court in this South American couniry ruled in our favor and dismissed the tax
authority’s claim. As a result of the favorable ruling, we have released all accruals relating to this claim
(amounting to $27 million in respect of “net gain on pre-confirmation contingencies” and $8 million in respect of
interest expense).
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Foreign Income Tax Audit

A tax authority in South America issued a preliminary notice of findings based on an income tax audit for
calendar years 2001 and 2002. The examiner’s initial findings took the position that we incorrectly documented
our importations and incorrectly deducted our foreign exchange losses against our foreign exchange gains on
loan balances. An official assessment of $26 million, including potential interest and penalties, was issued in
2005. We challenged the assessment and commenced litigation in September 2006 to resolve our dispute with the
tax authority.

Claim by Pacific Crossing Limited

This claim arises out of the management of the PC-1 trans-Pacific fiber-optic cable, which was construcied,
owned and operated by Pacific Crossing Limited, a former subsidiary of ours (“PCL”). PCL asserts that we and
Asia Global Crossing, another former subsidiary of ours, breached their fiduciary duties to PCL, improperly
diverted revenue derived from sales of capacity on PC-1, and failed to account for the way revenue was allocated
among the corporate entities involved with the ownership and operation of PC-1. The claim also asserts that
revenues derived from operation and maintenance fees were also improperly diverted and that PCL’s expenses
increased unjustifiably through agreements executed by us and Asia Global Crossing Limited on behalf of PCL.
To the extent that PCL asserted that the foregoing claims were prepetition ¢laims, PCL has now settled and
released such claims against us.

During the pendency of our Chapter 11 proceedings, on January 14, 2003, PCL filed an administrative
expense claim in the GC Debtors’ bankruptcy court for approximately $8 million in post-petition services plus
unliquidated amounts arising from our alleged breaches of fiduciary duty and misallocation of PCL’s revenues.
We objected to the claim and asserted that the losses claimed were the result of operational decisions made by
PCL management and its corporate parent, Asia Global Crossing. On February 4, 2005, PCL filed an amended
claim in the amount of approximately $79 million claiming we failed to pay revenue for services and
maintenance charges relating to PC-1 capacity and failed to pay PCL for use of the related cable stations and
seeking to recover a portion of the monies received by us under a settlement agreement entered into with
Microsoft Corporation and an arbitration award against Softbank. We filed an objection to the amended claim
seeking to dismiss, expunge and/or reclassify the claim and PCL responded by filing a motion for partial
summary judgment claiming approximately $22 million for the capacity, operations and maintenance charges
and collocation charges and up to approximately $78 million for the Microsoft and Softbank proceeds. PCL's
claim for collocation charges (which comprised approximately $2 million of the total claim) was settled.

Subsequently (and pursuant to a new scheduling order agreed to by the parties), the parties agreed to hold
our motion to dismiss in abatement and PCL agreed not to proceed with its partial summary judgment motion
and to file a new summary judgment motion. On June 5, 2006 PCL filed a new motion for partial summary
Jjudgment claiming not less than $2 million for revenues for short term leases on PC-1, not less than $6 million in
respect of operation and maintenance fees paid to us by our customers for capacity on PC-1 and an unspecified
amount to be determined at trial in respect of the Microsoft/ Softbank Claim. We filed a response to that motion
on June 26, 2006, together with a cross motion for partial summary judgment on certain of PCL's administrative
claims. On August 28, 2006, PCL replied to our response to PCL’s new motion for partial summary judgmem
and responded to our cross motion for partial summary judgment. On November 20, 2006, we filed our reply to
PCL’s response to our cross-motion for partial summary judgment.

The parties have agreed 1o a non-binding mediation of their competing administrative claims (including our
claim filed against PCL in its separate bankruptcy case). The parties have completed one day of mediation, but have
not completed the mediation. The current court proceedings have been stayed until completion of the mediation.

Impsat Employee Severance Disputes

A number of former directors and executive officers of Impsat have asserted claims for separation pay,
severance, commissions, pension benefits, unpaid vacation pay, breach of employment contracts and unpaid
performance bonuses as a result of their separation from Impsat shortly after the acquisition of Impsat by us.
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We have been in negotiations with the claimants over the amount of their claims and other issues arising out
of their departure. In Qctober 2007, a former director and officer commenced litigation seeking to recover
damages from us for alleged separation benefits and compensation. In November 2007, a former officer serviced
us with a notice ciaiming damages. We will be defending the claims vigorously.

Buenos Aires Antenna Tax Liability

The Government of the City of Buenos Aires (“GCBA”) cstablished a tax applicable to private companies
owning antennas with supporting structures, whether in service or not, in the amount set forth in the annual tariff
law for the use of the public and private air space (the “Antenna Fees™).

Since September 2003, the GCBA has periodically notified Impsat of the Antenna Fees, which aggregate
approximately $49 million, and requested payment. Impsat has administratively disputed each of these notifications
and in the administrative proceeding questioned the legality and constitutionality of the tax on varicus grounds,
including that: (1) air rights belong to the owner of the underlying private property and GCBA’s charge for use of
privately owned air rights is confiscatory and incompatible with the constitutional right of property; (2) Argentine

| telecommunications law exempits the use and occupation of public air space for the purposes of providing public
telecommunications services from any charge; (3) the tax that GCBA is trying to impose is excessive and confiscatory;
and (4) the GCBA has significantly overstated the number and height of the antennas owned by Impsat that are subject
to the tax. Impsat continues o dispute the Antenna Fees and, to date, no summary collection action has been
commenced by GCBA on the unpaid Antenna Fees.

Brazilian Tax Claims

In October 2004, the Brazilian tax authorities issued two tax infraction notices against Impsat for the collection
of the Import Duty and the Tax on Manufactured Products, plus fines and interests. The notice informed Impsat
Brazil that the taxes were levied because a specific document (Declaragfio de Necessidade—"Statement of
Necessity”) was not provided by Impsat Brazil at the time of importation, in breach of MERCOSUR rules.
Oppositions were filed on behalf of Impsat Brazil arguing that the Argentine exporter (Corning Cable Systems
Argentina S.A.) complied with the MERCOSUR rules and a favorable first instance decision was granted. However,
due to the amount involved, the case was remitted to the official compulsory review by the Federal Taxpayers
Council. The administrative final decision is still pending.

In addition, in December 2004, the tax authorities of the State of Sdo Paulo, in Brazil, issued an infraction
notice against Impsat for collection of Tax on Distribution of Goods and Services (“ICMS™) supposedly due on
the lease of movable properties by comparing such activity to communications services, on which the ICMS state
tax is actually levied. A defense was filed on behalf of Impsat Brazil, arguing that the lease of assets could not be
treated as a communication service subject to ICMS. The defense was rejected in the first administrative level,
and an appeal to State Administrative Court was then filed, which is pending judgment. Impsat believes there are
good grounds to have the tax assessment cancelled. However, if the tax assessment is not cancelled at the
administrative level for any reason, judicial measures may be sought to remove such tax assessment.

Paraguayan Government Contract Claim

The National Telecommunications Commission of Paraguay (“CONATEL”) has commenced administrative
investigations against a joint venture between GC Impsat’s Argentine subsidiary and Electro Import
S.A. (“JV 1) and another joint venture between GC Impsat’s Argentine subsidiary and Loma Plata S.A.
(*“IJV 2™, for breach of contract and breach of licensee’s obligations by each of such joint ventures.

In December 2000, after a public bidding process, JV 1 was awarded a contract, with funding, and a
universal service license for the design, supply, installation, launch, operation and maintenance of a
telecommunications system for public telephones and/or phone booths in certain specified locations in
Paraguay. In 2005, CONATEL initiated an administrative investigation due to an alleged breach of contract by
JV 1, as well as a criminal investigation pursuant to which two officers of Impsat’s Argentine subsidiary were
preliminarily indicted. As a result of such investigation, CONATEL resolved to: (i) determine JV 1’s liability as
to the breach of its contract and its legal obligations as licensee of the Universal Service; (ii) revoke the license
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granted; (iii) terminate the contract due to JV 1's default; (iv) impose a fine; (v) foreclose on the insurance
policy; and (vi) seize the equipment already installed by JV 1,

JV | moved for injunctive protection and the reconsideration and annuiment of the above referred
resolution, based on force majeure and violation of due process defenses. CONATEL filed a motion to dismiss
such action, based on the lack of standing to sue, as well as on failure to state a claim upon which relief may be
granted. A final judgment regarding CONATEL’s motions must be obtained, prior to moving forward with the
following stages on this administrative claim (answer to the claim, evidentiary stage, etc.).

In September 2007, an agreement was reached with the prosecution to conditionally suspend the criminal
proceedings against the employees of Impsat’s Argentine subsidiary, and to have the charges ultimately
dismissed. The agreement was finaily approved by the Court on November 28, 2007.

In 2001, after a public bidding process, JV 2 was awarded a contract, with funding, for the installation and
deployment of public telephones and/or telephone booths in certain specified locations in Paraguay. JV 2 was required
to install and start operating all the required equipment within twelve months of the execution of the contract. In
January 2003, IV 2 requested an extension of the twelve month term from CONATEL as a result of force majeure
which prevented it from completing the installation of the committed number of remote terminals within the agreed
time period. CONATEL denied the request and decided to terminate the contract based on JV 2’s default.

IV 2 then filed a claim before the Administrative Court requesting the annulment of the termination and
seeking a stay of the challenged administrative acts. After the legal term to respond to JV 2's request had lapsed,
1V 2 filed a motion to continue the proceedings in CONATEL’s absence. The Administrative Court denied the
motion and accepted CONATEL’s late presentation, opening the proceeding’s evidentiary period. In this
connection, JV2 filed an appeal before the Supreme Court, which was rejected August 31, 2007, JV2 filed a
reinstatement and clarification motion against the Supreme Court’s resolution on September 5, 2007. The
Supreme Court dismissed the reinstatement motion and remitted the file back to the Administrative Court on
February 4, 2008. The parties will now commence to file evidence in connection with deadlines set forth for the
evidentiary period.

Customer Bankruptcy Claim

During 2007 we commenced default and disconnect procedures against a customer for breach of a sales
contract based on the nature of the customer’s traffic, which renders the contract highly unprofitable to us. After
the process was begun, the customer filed for bankruptcy protection, thereby barring us from taking further
disconnection actions against the customer. We commenced an adversary proceeding in the bankruptcy court,
asserting a claim for damages for the customer's alleged breaches of the contract and for a declaration that, as a
result of these breaches, the customer may not assume the contract in its reorganization proceedings.

The customer has filed several counterclaims against us alleging various breaches of contract for attempting
improperly to terminate service, for improperly blocking international 1raffic, for violations of the
Communications Act of 1934 and related tort-based claims. The customer has not specified the amount of
damages that it is seeking.

During court proceedings in January 2008, the Court suggested that the parties explore settlement
possibilities and report the results of those settlement discussions to the Court at a status conference held on
March 5, 2008. The customer has made one settlement demand of $15 million which we have not accepted. At
the status conference, the parties reported that they were still discussing settlement possibilities. The Court
established a post-trial briefing schedule with respect to that portion of the case that was tried in January (the
facts relating to our adequate assurance motion and the customer’s corresponding breach of contract allegations),
with post-trial briefing conctuding on May 9, 2008. We have not established an accrual for this matter as the
amount of our loss is not reasonably estimable.

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

None.
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PART II
ITEM 5. MARKET FOR REGISTRANT’S COMMON STOCK AND RELATED STOCKHOLDER
MATTERS
Market Information

The table below sets forth, on a per share basis for the periods indicated the intra-day high and low sales
prices for GCL’s common shares as reported by the Nasdaq Global Market for each quarter of 2006 and 2007,

High Low
First Quarter 2006 .. ... ... i e e $£28.15 $15.00
Second Quarter 2006 . . ... ... i e e $28.32 $16.85
Third Quarter 2000 ... ... . i i e e $22.34 $14.11
Fourth Quarter 2000 . ...ttt it e et e $27.22  $19.64
First Quarter 2007 .. ... e $30.85 $22.73
Second QUarter 2007 L. .ttt e e $30.65 $18.37
Third Quarter 2007 . ... . e e e i $22.55 $16.62
Fourth Quarter 2007 . .. ... i e e $23.98 $16.94

There were 127 shareholders of record of GCL’s common stock on March 1, 2008.

Dividends

GCL has not declared or paid dividends on its common stock, and we do not expect it to do so for the
foreseeable future. The payment of future dividends, if any, will be at the discretion of GCL’s board of directors
and will depend upon, among other things, our liquidity, operations, capital requirements and surplus, general
financial condition, contractual restrictions (including the preferential cumulative dividend rights of the holders
of GCL’s preferred shares), restrictions under Bermuda law, and such other factors as our board of directors may
deem relevant. In addition, covenants in our financing agreements significantly restrict GCL’s ability to pay cash
dividends on its capital stock and also restrict the ability of GCL’s subsidiaries to transfer funds to GCL in the
form of cash dividends, leans or advances. See Item 7, “Management’s Discussion and Analysis of Financial
Condition and Resuits of Operations—Liquidity and Capital Resources— Indebtedness,” for a discussion of such
restrictions.

Description of Global Crossing Equity Securities

GCL is authorized to issue 110,000,000 common shares and 45,000,000 preferred shares. Pursuant to the
GC Debtors’ plan of reorganization, on December 9, 2003, GCL issued 15,400,000 common shares to our
pre-petition creditors and 6,600,000 common shares and 18,000,000 preferred shares to a subsidiary of ST
Telemedia. 18,000,000 common shares were reserved for the conversion of ST Telemedia’s preferred shares. On
May 30, 2006, GCL issued an additional 12 million shares and $144 million aggregate principal amount of 5%
Convertible Notes in a public offering. The 5% Convertible Notes are convertible into 43,5161 common shares
per $1,000 principal of notes (subject to adjustment) at any time at the election of the holders of such notes.
Through March 1, 2008, approximately four million additional common shares have been issued under the 2003
Global Crossing Limited Stock Incentive Plan (the *2003 Stock Incentive Plan”}, which is filed as an exhibit to
this annual report on Form 10-K. As of March 1, 2008, stock options and restricted stock units covering
3,262,598 common shares remained outstanding under the 2003 Stock Incentive Plan, and an additional
3,952,381 common shares are reserved for future awards to be granted under the plan. In addition, on August 27,
2007, STT Crossing Ltd effectively converted the $250 million of senior secured mandatory convertible notes
then held by it into approximately 16.58 million shares of common stock. See Item 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Indebtedness.” Such issuance of common shares
to STT Crossing was effected through a private placement under Section 4(2) of the Securities Act.
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The following is a brief description of GCL's common and preferred shares.

Global Crossing Common Stock

Each common share of GCL (“GCL Common Stock™) has a par value of $.01 and entitles the holder thereof
to one vote on all matlers to be approved by stockholders., The amended and restated bye-laws of GCL contain
certain special protections for minority shareholders, including certain obligations of ST Telemedia and other
third parties to offer to purchase shares of GCL Common Stock under certain circumstances. Further,
ST Telemedia has the right to designate up to eight directors to our Board based upon their current percentage
ownership. The amended and restated bye-laws of GCL are filed as an exhibit to this annual report on Form
10-K.

Global Crossing Preferred Stock

The 18,000,000 shares of GCL Preferred Stock issued to a subsidiary of ST Teiemedia on December 9, 2003
pursuant to the GC Debtors’ plan of reorganization accumnulate dividends at the rate of 2% per annum. Those
dividends will be payable in cash after GCL and its subsidiaries achieve specified financial targets. The GCL
Preferred Stock has a par value of $0.10 per share and a liquidation preference of $10 per share (for an aggregate
liquidation preference of $180 million). The GCL Preferred Stock ranks senior to all other capital stock of GCL,
provided that any distribution to shareholders following a disposition of all or any portion of the assets of GCL
will be shared pro rata by the holders of GCL Common Stock and GCL Preferred Stock on an as-converted basis.
Each share of GCL Preferred Stock is convertible into one share of GCL Common Stock at the option of the
holder.

The GCL Preferred Stock votes on an as-converted basis with the GCL Common Stock, but has class voting
rights with respect to any amendments to the terms of the GCL Preferred Stock. As long as ST Telemedia
beneficially owns a certain minimum percentage of the outstanding GCL Common Stock (calculated after giving
effect to the conversion of the GCL Preferred Stock), the certificate of designations for the GCL Preferred Stock
requires its approval for certain major corporate actions of GCL andfor its subsidiaries. Those corporate actions
include (i) the appointment or replacement of the chief executive officer, (i) material acquisitions or
dispositions, (iii) mergers, consolidations or reorganizations, (iv) issuance of additional equity securities {other
than enumerated excepticns), (v) incurrence of indebtedness above specified amounts, (vi) capital expenditures
in excess of specified amounts, (vii} the commencement of bankruptcy or other insolvency proceedings, and
(viii) certain affiliate transactions. The certificate of designations for the GCL Preferred Stock is filed as an
exhibit to this annual report on Form 10-K.

Equity Compensation Plan Information
Table of Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth the indicated information regarding our equity compensation plans and
arrangements as of December 31, 2007,

Number of securities Weighted-average Number of securities

to be issued upon exercise price of  remaining for future
exercise of outstanding issuance under
outstanding options, options, warrants  equity compensation
Plan category warrants and rights and rights! plans
Equity compensation plans approved by security
holders . ... ... .. 3,404,335 $12.00 3,838,137
Equity compensation plans not approved by security
holders ... .. — — —
Total ... 3,404,335 $12.00 3,838,137

I The weighted-average exercise price does not take into account the shares issuable upon vesting of 1,372,856
outstanding restricted stock unit awards and 780,000 performance share awards, which have no exercise price.
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Purchases of Equity Securities

The following table sets forth the indicated information for all purchases made by or on behalf of us of our
common stock during 2007. Ali such purchases were made to comply with tax withholding requirements related
to the vesting or exercise of stock-based awards granted to participants under the 2003 Global Crossing Limited
Stock Incentive Plan.

Total Number of
Shares Purchased as Maximum Number of
Part of Publicly Shares that May Yet
Total Number of  Average Price Paid Anncunced Plansor  Be Purchased Under

m Shares Purchased per Share Programs the Plans or Programs
January 2007 ........ ... .., 175 $25.62 0 0
February 2007 ................ 0 $ 0.00 0 0
March2007 .................. 14,483 $26.95 0 0
Aprit2007 ... ... ........... 0 $ 0.00 0 0
May2007 .................... 0 $ 0.00 0 0
June 2007 . ... ... ... ... 0 $ 0.00 0 0
July 2007 ..o 234 $19.15 0 0
August2007 .................. 1,242 $17.36 0 0
September 2007 .. ............. 63,380 $17.35 0 0
October 2007 ................. 0 $ 0.00 0 0
November2007 ............... 0 $ 0.00 0 0
December 2007 ............... 3,628 $23.51 0 0
Total .........iviiiiiiiit, 83,142 $21.69 0 )]
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ITEM 6. SELECTED FINANCIAL DATA

The table below presents our selected consolidated financial data as of and for the five years ended
December 31, 2007. The historical financial data as of December 31, 2007 and 2006 and for the years ended
December 31, 2007, 2006 and 2005 have been derived from the historical consolidated financial statements
presented elsewhere in this annual report on Form 10-K and should be read in conjunction with such consolidated
financial statements and accompanying notes.

The consolidated financial statements of Predecessor for the period from January | to December 9, 2003
were prepared while we were still involved in chapter 11 proceedings and, accordingly, were prepared in
accordance with the American Institute of Certified Public Accountants (“AICPA") Statement of Position 90-7,
“Financial Reporting by Entities in Reorganization under the Bankruptcy Code” (“SOP 90-7"). As a result, the
selected historical financial data for such period does not include any adjustments relating to the recoverability
and classification of asset carrying amounts or the amount and classification of liabilities that would have
resulied if Predecessor were deemed not to have been continuing as a going concern.

Upon emergence from bankruptcy on December 9, 2003 (the “Effective Date”), we adopted fresh start
accounting and reporting, which resulted in material adjustments to the historical carrying amounts of our assets
and liabilities. Qur consolidated balance sheet as of the Effective Date, which reflects the debt and equity
restructuring, reorganization adjustments and the adoption of fresh start reporting adjustments is disclosed in our
annual report on Form 10-K for the year ended December 31, 2004. As a resuit, the historical financial data of
Predecessor may not be entirely comparable to the historical financial data of Successor and may be of limited
value in evaluating our financial and operating prospects in the future.
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Successor Predecessor
Year Ended Decentl:cr 10 .]am:gry 1
December 31, December 31, December 31, December 31, December 31, December 9,
2007 2006 2005 2004 2003 2003

(in millions, except share and per share information)
Statements of Operations data:

Revenue ..........ocviveunnnn. $ 2261 % 1,871 § 1,968 § 2487 % 164 $ 2,599
Costofrevenue .................. (1,722} (1,578) (1,676) (2,200) (142) (2,307)
Selling, general and administrative

EXPENSES .. ... ... (416} (342) 412) 416) (32) (367)
Depreciation and amortization ...... (264) (163) (142) (164) 8 (138)
Operatingloss ................... (141} (212) (262) (293) (18) (213)
Interestexpense . ................. (171} (106) (99) (45) 3) (13)

Reorganization items, net (including

net gain on preconfirmation

contingencies) ................. 33 32 36 29 — (124)
Gain on settlement of liabilities

subject to compromise and

recapitalization ................ — — — — — 23,076
Gain from fresh start adjustments .. .. — — — — — 1,109
Provision for income taxes ......... (63) {67) (63) (56) (1) (5)
Income (loss) from continuing

operations .................... (306) (324) (363) 310 (19) 23,887
Income (loss) from discontinued

operations,net ................. — — 9 (25) 8 852
Income (loss) applicable to common

shareholders .. ................. 310} (327 (358) (340) (11} 24,739
Income (loss) per common share,

basic:

Income {loss) from continuing
operations applicable to common
shareholders, basic ............. $ (7.30)% (10.50)% (16.34)$ (14.31)% (0.86)% 26.26

Income (loss) applicable to common
sharehelders, basic ............. $ (7.30)% (10.50)% (15.94)% (15.45)$ (0.50)3 27.20

Shares used in computing basic
income (loss) pershare .......... 42,461,853 31,153,152 22.466,180 22.002,858 22,000,000 909,413,046

Income (loss) per common share,
diluted:

Income (loss) from continuing
operations applicable to common

shareholders, diluted ............ $ (7.30)$ (10.50)% (16.34)$ (14313 (0.86)% 25.08
Income (loss) applicable to common

shareholders, diluted ... ......... $ (7.30)% (10.50)% (15.94)% (15.45)% (0.50)% 25.97
Shares used in computing diluted

income (loss) pershare .......... 42,461,853 31,153,152 22,466,180 22,002,858 22,000,000 952,459,514




Successor
December 31,
2007 2006 2005 2004 2003
{in millions)

Balance Sheet data

Cashandcashequivalents ...................coiiinivennn. $ 397 3 459 § 224 $ 365 $ 216
Working capital ....... ... ... . .. e (114) 99 (252) (57y (148)
Property and equipment, net . . ......... ... i, 1,467 1,132 963 1,065 1,133
Goodwill and intangibles,net . .......... ... .. ... ... ... 193 26 —_ 14 110
BT Y T 2,667 2055 1,590 1,928 27248
Shorttermdebt . ....... ... e e — 6 — — —
Long term debt (including current portion) ................... 1,275 942 649 652 200
Capital leases (including current portion} .................... 177 138 76 102 96
Total shareholders” equity (deficit) ......................... 63y (195 (173 51 393
Successor Predecessor
Year Ended December 10 to  January 1 to
December 31, December 31,  December 9,
2007 2006 2005 2004 2003 2003
(im millions)
Cash flow data:
Net cash used in operating activities ... ......... $ (15 $ (63) $(122) $(18%) $(73) 335D
Net cash used in investing activities ............ 33 (157 4) (64) &)} (148)
Net cash provided by (used in) financing
ActiVItiES . ... . i e 283 455 (15) 411 ) 436

In reading the above selected historical financial data, please note the following:

+  On May 9, 2007, we acquired Impsat for cash of $9.32 per share of Impsal common stock, representing
a total equity value of approximately $95 million. The total purchase price including direct costs of
acquisition was approximately $104 million. Impsat is a leading Latin American provider of IP, hosting
and value-added data solutions. As a result of the acquisition, we are able to provide greater breadth of
services and coverage in the Latin American region and enhance our competitive position as a global
service provider. The results of Impsat’s operations have been included in our results commencing
May 9, 2007.

* During 2007, we raised significant capital through the issuance of debt. On February 14, 2007, GC
Impsat, a wholly owned subsidiary, issued $225 million in aggregate principal amount of 9.875% senior
notes due February 15, 2017. On May 9, 2007, we entered into the Term Loan Agreement with
Goldman Sachs Credit Partners L. P. and Credit Suisse Securities (USA) LLC pursuant to which we
borrowed $250 million on that date and on June 1, 2007 amended the Term Loan Agreement to provide
for the borrowing of an additional $100 million on that date. Also, in conjunction with the
recapitalization pursuant to which we entered into the Term Loan Agreement, on August 27, 2007, STT
Crossing Ltd. converted $250 million original principal amount of mandatorily convertible notes due
December 2008 (the “Mandatorily Convertible Notes™) into approximately 16.58 million shares of
common stock.

» In October 2006, we acquired Fibernet, The total purchase price including direct costs of the acquisition
was approximately 52 million pounds sterling {(approxirnately $97 million). Fibernet is a provider of
specialist telecommunications services to large enterprises and other telecommunications and internet
service companies primarily located in the United Kingdom and Germany. Fibernet's results of operations
have been included in our results since October 11, 2006, the date we took control of their operations.

* During 2006, we raised significant capital (both debt and equity). On May 30, 2006, we made
concurrent public offerings of 12,000,000 shares of common stock and $144 million aggregate principal
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amount of 5% Convertible Senior Notes due 2011 for total gross proceeds of $384 miltion. On
December 28, 2006, we issued an additional 52 million pounds sterling aggregate principal amount of
11.75% pound sterling Senior Secured Notes due 2014, The additional notes were issued at a premium
of approximately 5 million pounds sterling which resulted in us receiving gross proceeds, before
underwriting fees, of approximately $111 million, The notes are additional notes issued under the
origina) GCUK Senior Secured Notes bond indenture dated December 23, 2004.

We implemented “fresh start” accounting in accordance with SOP 90-7, upon emergence from
bankruptcy on December 9, 2003. Fresh start accounting required us to allocate the reorganization value
to our assets and liabilities based upon their estimated fair values. Adopting fresh start accounting has
resulted in material adjustments to the historical carrying amount of our assets and liabilities. We
engaged an independent appraiser to assist in the allocation of the reorganization value and in
determining the fair market value of our property and equipment and intangible assets. The
determination of fair values of assets and liabilities is subject to significant estimation and assumptions.
Adopting fresh start accounting rules resulted in recording a $23.934 billion gain on settlement of
liabilities subject to compromise and recapitalization ($858 million related to Global Marine is included
in discontinued operations} as well as a $1.1 billion gain relating to other fresh start adjustments {a
$9 million loss from fresh start adjustments related to Global Marine is included in discontinued
operations).

The consolidated statement of operations data for all periods presented through the date of sale reflects
the results of Global Marine and SB Submarine Systems Company Ltd. (“SBSS™)} as discontinued
operations. In 2004 Global Marine was sold for consideration of 3] million, resulting in no gain on the
sale. In 2005 we completed the transfer of our interest in SBSS for consideration of $14 million,
resuiting in a gain of $8 million on the sale.

Restructuring efforts, excluding those related to acquired businesses which are included as liabilities
assumed in our purchase price, from August 2001 through December 31, 2007 resulted in more than
5,900 employee terminations and the closing of 257 sites. Restructuring charges (credits) of $(30)
million, $(4) miilion, $18 million, $15 million, and $41 million are reflected in the results from
operations above in 2007, 2006, 2005, 2004 and 2003, respectively. The 2007, 2006, 2005 and 2004
charges (credits) are included in selling, general and administrative expenses. The 2003 charges are
recorded as reorganization items as required under SOP 90-7. See further discussion under Item 7,
*Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

All outstanding common and preferred stock of Old GCL was canceled upon our emergence from
bankruptcy. In addition, all outstanding indebtedness of the GC Debtors, including debt under our $2.25
billion senior secured corporate credit facility was canceled. Our wholly-owned subsidiary, Global
Crossing North American Holdings, Inc. (“GCNAH"), issued $200 million principal amount of 11%
senior secured notes (the “Exit Notes™) to 8T Telemedia upon emergence from bankruptcy, which notes
were subsequently transferred to a subsidiary of ST Telemedia. The Exit Notes were refinanced on
December 23, 2004. See further discussion in Note 12, “Debt,” to the accompanying consolidated
financial statements.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATHONS

The following discussion and analysis should be read together with our consolidated financial statements
and related notes appearing in this annual report on Form 10-K.

Some of the statements contained in the following discussion of our financial condition and results of
operations refer to future expectations and business strategies or include other “forward-looking™ information,
Those statements are subject to known and unknown risks, uncertainties and other factors that could cause the
actual results to differ materially from those contemplated by the statements. The forward-looking information is
based on various factors and was derived from numerous assumptions. See Item 1A, “Risk Factors,” for risk
factors that should be considered when evaluating forward-looking information detailed below. These factors
could cause our actual results to differ materially from the forward-looking statements.
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Executive Summary
Overview

We are a communications solutions provider, offering a suite of IP and legacy telecommunications services
in most major business centers in the world. We serve many of the world’s largest corporations and many other
telecommunications carriers, providing a full range of managed data and voice products and services that support
a migration path to a fully converged IP environment, We offer these services using a global 1P-based network
that directly connects more than 390 cities in more than 30 countries and delivers services to more than 690 cities
in more than 60 countries around the world, The vast majority of our revenues are generated based on monthly
services.

As a result of the May 9, 2007 acquisition of Impsat Impsat (see Note 4, “Acquisitions,” to the
accompanying consolidated financial statements) and the establishment of a business unit management structure,
we now report financial results based on three separate operating segments: (i) the GCUK Segment which
provide services to customers in the U.K; (ii) the GC Impsat Segment, which provide services to customers in
Latin America; and (iii) the Rest of World Segment or ROW Segment, which represents all our operations
outside of the GCUK Segment and the GC Impsat Segment and operates primarily in North America, with
smaller operations in Europe, Latin America and Asia. Prior to the Impsat acquisition, our operating segments
were based on product and customer groupings rather than geographic region. Specifically, our operating
segments before the Impsat acquisition were “enterprise, carrier data and indirect channels” (also referred to as
“invest and grow" in our press releases pertaining to financial results), “carrier voice” and “consumer voice.”
These groupings are now considered sales channels within our geographic operating segments. See below in this
Item 7 and Note 24, “Segment Reporting,” to our consolidated financial statements included in this annual report
on Form 10-K for further information regarding our operating segments,

Industry, Strategy and Certain Key Risks

As described more fully in Item 1, “Business—Business Strategy,” our strategy calls for a continued focus
on and investment in our target enterprise, carrier data and indirect sales channels, thereby capitalizing on
anticipated continued growth in the demand for global bandwidth and IP services. We believe we are well
positioned to take advantage of ongoing changes in the telecommunications industry, including globalization and
industry consolidation, which we expect to result in increased demand from customers seeking network diversity
and redundancy from a supplier who can meet their requirements worldwide,

For 2008, we have defined five operational imperatives which we believe will help enhance revenue growth
and profitability. First, we are adding sales and sales support personnel in our target enterprise, carrier data and
indirect sales channels, Second, we intend to maintain our focus on customers and further improve the customer
experience, Third, we intend to invest in products and services by augmenting capacity and bringing new
products to market, such as hosted IP telephony and Ethernet services, while enhancing our flagship VPN and
VolP offerings and expanding our data center capabilities. Fourth, we intend to continue to take actions to
improve our cost structure, particularly in the area of cost of access. Fifth, we intend to increase our focus on our
employees, since meeting the other imperatives requires an engaged and enthusiastic workforce.

Successful execution of these operational imperatives is subject to numerous risks and uncertainties,
including the risks described in Item 1A, “Risk Factors,” above. In particular:

* Adding sales and sales support personnel, investing in new and enhanced products and services and
improving the customer experience require additional expenditures. While we intend to finance these
costs partially through increased gross margin and available cash, our capital plan for 2008 also
contemplates financing a greater amount of capital expenditures through vendor financing and
equipment leasing. We may not be able to raise such financing on acceptable terms or at all.

* It becomes more difficult to continue to improve our cost structure in the short term as the amount of
potential savings decreases due to the success of past savings initiatives. Moreover, any cost savings
initiatives are expected to be offset, in whole or in part, by anticipated increases in operating expenses in
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2008 versus 2007 as a result of annual salary increases for most of our workforce; accruing incentive
compensation at target levels instead of at the reduced levels of 2007; incurring compensation expense
in respect of increased sales and sales support personnel; and the conversion of certain idle real estate
facilities to expand service offerings in Europe, which results in the charge of associated cash payments
for rental and other expenses against cost of revenue.

» Cost savings initiatives put a strain on our existing employees and make it more challenging to foster an
engaged and enthusiastic workforce. Customer service, which is a critical component of our value
proposition, could suffer if employee engagement were to deteriorate.

« Our ability to generate positive cash flow over the long term is predicated on significant revenue growth
in our target enterprise, carrier data and indirect sales channels, together with associated economies of
scale. Although we have experienced consistent growth in these sales channels since we first announced
the shift in our business focus in late 2004, there can be no assurance that such growth will continue.
The current slowdown in economic conditions in the US. and elsewhere could temper our growth,
although the value we offer prospective customers could attract business in a cost-saving environment.

¢ Although we have significant cash on hand, if the increased operating and capital expenses required to
support our revenue growth turn out to be greater than anticipated or anticipated revenue growth is not
achieved, we may be unable to improve our cash flows. 1f our cash flows do not improve, we would
need to arrange additional financing facilities. See “—Liquidity and Capital Resources,” below.

2007 Highlights

During 2007 revenues from our enterprise, carrier data and indirect sales channels, which are the primary
focus of our business strategy, increased $545 million or 44% to $1,794 million from $1,249 million during 2006
primarily as a result of the inclusion of Fibernet and Impsat in our results since October 11, 2006 and May 9,
2007, respectively, and higher revenues at our GCUK and ROW segments, driven by new cusiomers and existing
customer base growth in specific enterprise and carrier target markets.

During 2007, we posted a net operating loss of $141 million and had net cash used in operating and investing
activities of $345 million. Our net operating loss included a $10 million charge as a result of the May 10, 2007
restructuring plan (described below) and a $31 million restructuring reserve release due to a change in use of
previously idle real estate facilities previcusly included in the restructuring reserve to productive operating assets in
connection with the establishment of our new European collocation business. Cash flows used by operating and
investing activities included the following items not expected to impact future years: (i} $76 million for the purchase
price of Impsat; (ii) $1 1 million for the cash collateralization of existing letters of credit; and (iii) $22 million due to
the placement of a portion of the GC Impsat Notes proceeds into a restricted debt service reserve account. In
addition, operating cash flows for the period were impacted by a significaat reduction in days payable outstanding
with key access vendors, as well as $12 million in severance payments ($9 million as a result of the May 10, 2007
restructuring plan (described below), $1 million as a result of the 2006 restructuring plan and $2 million related to
other severance payments). Offsetting these factors, during 2007 we received $174 million of cash from the sale of
IRUs and prepayment of services representing a $106 million improvement versus 2006.

During 2007, we completed the integration of our Fibernet acquisition. Fibernet is a provider of specialized
telecommunications services to large enterprises and other telecommunications and internet service companies
primarily located in the United Kingdom and Germany. As a result of the acquisition, we have expanded our
presence as a leading provider of telecommunications services in these markets.

On May 9, 2007, we acquired Impsat for cash of $9.32 per share of Impsat common stock, representing a total
equity value of approximately $95 million. The total purchase price including direct costs of acquisition was
approximately $104 million. Impsat is a leading Latin American provider of 1P, hosting and value-added data solutions.
As a result of the acquisition, we are able to provide greater breadth of services and coverage to our Latin American
operations and enhance our competitive position as a global service provider. Although we operate GC Impsat as a
separate segment, since the acquisition we have been engaged in integration activities to realize cost savings and to take
advantage of cross-selling opportunities. The cost savings initiatives are focused on: cost of access savings through the
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migration of current third party services to our combined network; corporate overhead savings as a result of reductions
in redundant administrative personnel; and network and capital expenditure savings resulting primarily from
consclidating real estate and leveraging increased purchasing power. In addition, we have begun the process of
consclidating our “legacy” operating entities in the Latin American region {i.e., those that pre-dated the Impsat
acquisition}, which are included in our ROW Segment, with the Impsat entities comprising the GC Impsat Segment,

On May 10, 2007, we announced a restructuring plan which included organizational realignment and
functional consolidation to re-engineer the business for improved operational efficiency and higher performance
resulting in involuntary employee work force reductions. The restructuring plan included the reduction of
approximately 220 job positions throughout vanous locations. The total one-time severance and other post-
termination benefits including employer burden incurred during 2007 related to the positions being eliminated
was approximately $10 million (approximately $2 million for our GCUK Segment and $8 million for our ROW
Segment). Going forward, we expect to achieve estimated annual savings of approximately $25 million from this
restructuring of the business and other attrition,

During 2007 we completed several financing initiatives to enhance our liquidity and facilitate the
acquisition of assets or businesses that are complementary to our existing business. The financing initiatives
included: (i) on February 14, 2007, the issuance of $225 million in aggregate principal amount of GC Impsat
Notes which were used to finance a portion of the purchase price of Impsat (including the repayment of debt not
repaid at closing); (i) on May 9, 2007, the borrowing of $250 million, and subsequently on June 1, 2007, the
borrowing of an additional $100 million, under the Term Loan Agreement which was used to enhance our
operating liquidity and retire our $55 million working capital facility; and (iii) on August 27, 2007, in connection
with the Term Loan Agreement above, the conversion by STT Crossing Ltd. of $250 million of Mandatorily
Convertible Notes into approximately 16.58 millton shares of common stock.

As a result of the Impsat acquisition, we became a regional provider of coliocation and managed hosting
services in Latin America. We are expanding these service offerings to select European markets, which we
expect to begin to provide such services in 2008. Co-location and managed hosting services provide enterprise
and carrier customers technical space, power, commugications access and security for their application servers.
We expect the capital investment to be relatively modest. In 2007 we approved a plan to convert existing idle real
estate facilities currently included in our restructuring reserve to serve as some of our European hosting centers.
The change in use of idle facilities to productive assets resulted in a reduction in the restructuring reserve liability
by $31 million.

2008 Outlook

We expect our consolidated revenue to grow from $2.26 billion in 2007 to between $2.57 billion and $2.675
billion in 2008. We expect this growth to come from our enterprise, carrier data and indirect sales channels
revenue as a result of acquiring new customers, increased sales to our existing customer base and including in
our results Impsat’s operations for a full year. The current slowdown in economic conditions in the U.S. and
elsewhere could temper this growth, although the value we offer prospective customers could attract business in
a cost-saving environment. We expect our carrier voice revenues to remain relatively flat going forward.

Real estate, network and operations and selling, general and administrative expenses are expected to
increase during 2008 relative to 2007 as a result of the inclusion of GC Impsat for a full year; annual salary
increases for most of our workforce; accruing incentive compensation at target levels instead of at the reduced
levels of 2007; incurring compensation expense in respect of increased sales headcount; and the conversion of
certain idle real estate facilities to expand service offerings in Europe, which results in the charge of associated
cash payments for rental and other expenses against cost of revenue. These factors will be partially offset by cost
savings resulting from the personnel reductions in the May 10, 2007 restructuring plan and prior restructuring
activities and by cost of access initiatives. Gross capital expenditures are expected to decrease moderately in
2008 versus 2007, although increased principal payments on existing capital leases will largely offset these
savings.

During 2008 we expect our unrestricted cash and cash equivalents to decrease between $85 million and $35
million. This expectation is based in part on raising capital leases and other forms of eguipment financing in
amounts grealer than those arranged in 2007. Our ability to arrange such financings is subject to negotiating
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acceptable terms from equipment vendors and financing parties. This could prove more difficult given recent
adverse changes in the credit markets generally and the reduced level of budgeted gross capital expenditures in
2008. We expect the decline in our cash and cash equivalents to occur in the first half of the year, with the second
half generating modest cash inflows. The expected improvement in cash flows in the second half of the year as
compared to the first reflects the benefits of the anticipated revenue growth discussed above, as well as a
disproportionate amount of capital expenditures being planned for the first half of the year.

Intra-quarter and working capital variability significantly impact our cash flows. In addition, our cash usage
during 2008 will depend on the sale of IRUs, which individually involve large dollar amounts and long sales
cycles and are therefore difficult to predict. Our forecasted cash usage for 2008 contemplates significantly lower
sales of IRUs and prepaid services as compared to the $174 million in 2007. This anticipated decrease is due in
part to the absence of major construction projects contracted for in 2008 in which a particular customer funds the
cost to build a significant network segment in exchange for capacity or dark fiber on that segment. However, [RU
sales could exceed our expectations as incumbent carriers and new entrants continue to seek to deploy networks
to offer triple and quad play services (i.e., retail Internet access, television, and landline and wireless telephone
services) around the globe.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based upon the
accompanying consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States, (“U.S. GAAP”). The preparation of financial statements in
conformity with U.S. GAAP requires management to make judgments, estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expenses, and the related disclosures at the date of the financial
statements and during the reporting period. Although these estimates are based on our knowledge of current
events, our actual amounts and results could differ from those estimates. The estimates made are based on
historical factors, current circumstances, and the experience and judgment of our management, who continually
evaluate the judgments, estimates and assumptions and may employ outside experts to assist in the evaluations.

Certain of our accounting policies are deemed “critical,” as they are both most important to the financial
statement presentation and require management’s most difficult, subjective or complex judgments as a result of
the need to make estimates about the effect of matters that are inherently uncertain. For a full description of our
significant accounting policies, see Note 2, “Basis of Presentation and Significant Accounting Policies,” to the
accompanying consclidated financial statements.

Receivable Reserves
Sales Credit Reserves

During each reporting period we must make estimates for potential future sales credits to be issued in
respect of current revenues, related to billing errors, service interruptions and customer disputes which are
recorded as a reduction in revenue. We analyze historical credit activity and changes in customer demands
related to current billing and service interruptions when evaluating our credit reserve requirements. We reserve
known billing errors and service interruptions as incurred. We review customer disputes and reserve against
those we believe to be valid claims. We also estimate a general sales credit reserve related to unknown billing
errors and disputes based on such historical credit activity. The determination of the general sales credit and
customer dispute credit reserve requirements involves significant estimation and assumption.

Allowance for Doubtful Accounts

During each reporting period we must make estimates for potential losses resulting from the inability of our
customers to make required payments. We analyze our reserve requirements using several factors, including the
length of time the receivables are past due, changes in the customer’s creditworthiness, the customer’s payment
history, the length of the customer’s relationship with us, the current economic climate, and current indusiry trends.
A specific reserve requirement review is performed on customer accounts with larger balances. A general reserve
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requirement is performed on accounts not subject to specific review utilizing the factors previously mentioned. We
have historically experienced significant changes month to month in reserve level requirements. Due to the current
economic climate, the competitive environment in the telecommunications sector and the volatility of the financial
strength of particular customer segments including resellers and CLECs, the collectability of receivables and
creditworthiness of customers may become more difficult and unpredictable. Changes in the financial viability of
significant customers, worsening of economic conditions and changes in our ability to meet service level
requirements may require changes to our estimate of the recoverability of the receivables. In some cases receivables
previously written off are recovered through litigation, negotiations, settlements and judgments and are recognized
as a reduction in bad debt expense in the period realized. Appropriate adjustments are recorded to the period in
which these changes become known. The determination of both the specific and general allowance for doubtful
accounts reserve requirements involves significant estimation and assumption.

Cost of Access Accruals

Our cost of access primarily comprises usage-based voice charges paid to local exchange carriers and
interexchange carriers to originate andfor terminate switched voice traffic and charges for leased lines for
dedicated facilities. Our policy is to record access expense as services are provided by vendors.

The recognition of cost of access expense during any reported period involves the use of significant
management estimates and requires reliance on non-financial systems given that bills from access vendors are
generally received significantly in arrears of service being provided. Switched voice traffic costs are accrued
based on the minutes recorded by our switches, multiplied by the estimated rates for those minutes for that
month. Leased line access costs are estimated based on the number of circuits and the average circuit cost,
according to our leased line inventory system, adjusted for contracted rate changes. Upon final receipt of
invoices, the estimated costs are adjusted to reflect actual expenses incurred.

Disputes

We perform monthly bill verification procedures to identify errors in vendors’ billing processes. The bill
verification procedures include the examination of bills, comparing billed rates with rates used by the cost of
access expense estimation systems during the cost of access monthly close process, evaluating the trends of
invoiced amounts by vendors, and reviewing the types of charges being assessed. If we believe that we have been
billed inaccurately, we will dispute the charge with the vendor and begin resolution procedures. We record a
charge to the cost of access expense and a corresponding increase to the access accrual based on the last eighteen
months of historical loss rates for the particular type of dispute. If we ultimately reach an agreement with an
access vendor to settle a disputed amount which is different than the corresponding accrual, we recognize the
difference in the period in which the settlement is finalized as an adjustment to cost of access expense.

Impairment of Goodwill and Other Long-Lived Assets

We assess the possible impairment of long-lived assets composed of property and equipment, goodwill,
other intangibles and other assets held for a period longer than one year whenever events or changes in
circumstances indicate that the carrying amount of the asset(s) may be impaired. Goodwill and intangibles with
indefinite lives are reviewed at least annually (beginning on the first anniversary of the acquisition date) for
impairment whether or not events have occurred that may indicate impairment. Recoverability of assets to be
held and used is measured by comparing the carrying amount of an asset to the undiscounted net future cash
flows expected to be generated by the asset. If these projected future cash flows are less than the carrying
amount, impairment would be recognized, resulting in a write-down of the assets with a corresponding charge to
earnings. The impairment loss is measured by the amount by which the carrying amounts of the assets exceed
their fair value. Calculating the future net cash flows expected 10 be generated by assets to determine if
impairment exists and to calculate the impairment involves significant assumptions, estimation and judgment.
The estimation and judgment involves, but is not limited to, industry trends including pricing, estimating long
term revenues, revenue growth, operating expenses, capital expenditures, and expected periods the assets will be
utilized.
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We performed an impairment review for the indefinite lived intangibles acquired as a result of the Fibernet
acquisition and based on the review no impairment existed as of December 31, 2007.

As a result of continued operating losses and negative cash flows during 2007, management performed a
recoverability test of our long-lived assets as of December 31, 2007. The results of the test indicate that no
impairment of our long-lived assets existed as of December 31, 2007.

Taxes

At each period end, it is necessary for us to make certain estimates and assumptions to compute the
provision for income taxes including allocations of certain transactions to different tax jurisdictions, amounts of
permanent and temporary differences, the likelihood of deferred tax assets being recovered and the cutcome of
contingent tax risks. These estimates and assumptions are revised as new events occur, more experience is
acquired and additional information is obtained. The impact of these revisions is recorded in income tax expense
or benefit in the period in which they become known.

Our current and deferred income taxes, and associated valuation allowances, are impacted by events and
transactions arising in the normal course of business as well as in connection with special and non-recurring
items. Assessment of the appropriate amount and classification of income taxes is dependent on several factors,
including estimates of the timing and realization of deferred income tax on income and deductions. Actual
realization of deferred tax assets and liabilities may materially differ from these estimates as a result of changes
in tax laws as well as unanticipated future transactions impacting related income tax balances,

The assessment of a valuation allowance on deferred tax assets is based on the weight of available evidence
that some portion or all of the deferred tax asset will not be realized. Deferred tax liabilities are first applied to
the deferred tax assets reducing the need for a valuation allowance. Future utilization of the remaining net
deferred tax asset would require the ability to forecast future earnings. Based on past performance resulting in net
loss positions, sufficient evidence exists to require a valuation allowance on all of our net deferred tax assets.

Restructuring

We have engaged in restructuring activities, which require us to make significant judgments and estimates
in determining restructuring charges, including, but not limited to, future severance costs and other employee
separation costs, sublease income or disposal costs, length of time on market for abandoned rented facilities, and
contractual termination costs. Such estimates are inherently judgmental and changes in such estimates, especially
as they relate to contractual lease commitments and related anticipated third-party sub-lease payments, could
have a material effect on the restructuring liabilities and consolidated results of operations. The undiscounted
“2003 and Prior Restructuring Plans™ reserve, which represents estimated future cash flows, is composed of
continuing building lease obligations and broker commissions for the restructured sites (aggregating $153 million
as of December 31, 2007), offset by anticipated receipts from existing and future third-party subleases. As of
December 31, 2007, anticipated third party receipts were $130 million, representing $67 million from subleases
already entered into and $63 million from subleases projected to be entered into in the future. A significant
amount of judgment is involved in determining the amount and timing of these projected subleases. We continue
to review our anticipated costs and third party sublease payments on a quarterly basis and record adjustments for
changes in these estimates in the period such changes become known. For further information related to our
restructuring activities, see “Restructuring Activities” in this Item and Note 3, “Restructuring,” to the
accompanying consolidated financial statements.

Stock-Based Compensation

Effective January 1, 2006, we adopted SFAS No. 123R, “Share Based Payment” (“SFAS [23R™), using the
modified prospective method. SFAS 123R requires all share-based awards granted to employees to be recognized
as compensation expense over the service period (generally the vesting period) in the consoclidated financial
statements based on their fair values, Prior to the adoption of SFAS 123R, stock-based compensation expense
was recognized using the fair value provisions of SFAS No. 123, “Accounting for Stock-Based Compensation”
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(“SFAS 123"), which we adopted on December 9, 2003. The fair value method under SFAS123R is similar to the
fair vatue method under SFAS 123 with respect to measurement and recognition of stock-based compensation
expense except that SFAS 123R requires an estimate of future forfeitures where as SFAS 123 permitted
recognizing the impact of forfeitures as they occur. As we estimated the impact of future forfeitures for our
share-based plans upon the adoption of SFAS 123, our adoption of SFAS 123R did not impact our consolidated
results of operations or financial position.

Under the fair value provisions of SFAS No. 123R, the fair value of each stock-based compensation award
is estimated at the date of grant. We estimate the fair value of stock-based compensation awards using current
market price for restricted stock units and using the Black-Scholes option pricing model for stock options. We
recognize stock compensation expense based on the number of awards expected to vest. Certain stock-based
awards have graded vesting (i.e. portions of the award vest at different dates during the vesting period). The fair
value of the awards is determined using a single expected life for the entire award (the average expected life for
the awards that vest on different dates). We recognize the related compensation cost of such awards on a straight-
line basis; provided that the amount amortized at any given date may be no less than the portion of the award
vested as of such date.

For a description of our stock-based compensation programs, see Note 18, “Stock-Based Compensation”, to
the accompanying consolidated financial statements included in this annual report on Form 10-K.

Assessment of Loss Contingencies

We have legal and other contingencies that could result in significant losses upon the ultimate resolution of
such contingencies. We have provided for losses in situations where we have concluded that it is probable that a
loss has been or will be incurred and the amount of the loss is reasonably estimable. A significant amount of
judgment is involved in determining whether a loss is probable and reasonably estimable due to the uncertainty
involved in predicting the likelihood of future events and estimating the financial impact of such events.
Accordingly, it is possible that upon the further development or resolution of a contingent matter, a significant
charge could be recorded in a future period related to an existing contingent matter. For additional information,
see Note 22, “Commitments, Contingencies and Other,” to the accompanying consolidated financial statements.
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Results of Operations for the Year Ended December 31, 2007 compared to the Year Ended December 31,
2006

Consolidated Results
Year Ended December 31, $ Increase/ % Increasef
2007 2006 (Decrease) (Decrease)
(in millions)
REVEMUE . . .ottt e e $ 2,261 $ 1,871 $390 21%
Cost of revenue (excluding depreciation and amortization, shown
separately below):
Cost Of ACCESS .. ... e e e (1,146) (1,120} 26 2%
Real estate, network and operations ...................... (385) (303) 82 27%
Third party maintenance ..............coveiiniriinnn.- (103) (90) 13 14%
Costof equipment sales ............ ... iviin..- (88) (65} 23 35%
Total costofrevenue . .. ........ ... .. ..., (1,722) (1,578)
Seiling, general and administrative . . ......................... (416) (342) 74 22%
Depreciation and amortization ................ ... ... ... ... (264) (163) 101 62%
Operating 10SS ... ... ittt e e (141) (212)
Other income (expense):
IntereStinCOME ... ...ttt it it e e eee s 21 17 4 24%
IRterest EXPense . . ...ttt e e (1701 (106) 65 61%
Otheringome, net ... it 15 12 3 25%
Loss from continuing operations before reorganization items and
provision forincometaxes ........... ... . i i, (276) (289)
Net gain on preconfirmation contingencies ................ 33 32 l 3%
Loss from continuing operations before provision for income
[0 €< T S (243) 257)
Provision for income taxes ..........c.ovviiiiininnnnnnnnn. s (63) ) (4) (6%)
Nt 088 .ot e e  eeeee (306) (324)
Preferredstock dividends .. ... . ... . i ® %)) 1 33%
Loss applicable to common shareholders ...................... 5 (310 $ (327
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Discussion of significant vaeriances:

Revenue
Year Ended December 31, $ Increase/ % Increase/
2007 2006 (Decrease)  {Decrease)
(in millions)
GCUK
Enterprise, carrier data and indirect channels ............ $ 572 $ 442 $ 130 29%
Cammier VOICE ... . it i i e e 10 8 2 25%
$ 582 $ 450 $ 132 29%
GC Impsat
Enterprise, carrier data and indirect channels ............ $ 215 $ — %215 NM
Carmier VOICE .. ittt it i e e 6 — 6 NM
Intersegment revenues ... ...t in.nn 8 — 8 NM
$ 229 $ — $ 229 NM
ROW
Enterprise, carrier data and indirect channels ............ $1,007 $ 807 $ 200 25%
CAITIEr VOICE . .. ittt it ittt et e e eiaa 446 606 (160) (26)%
Other ... .. e 5 8 3 38)%
Intersegment revenues ...........coouuniinnnnenannan 5 — 5 NM
$1,463 $1,421 $ 42 3%
Intersegment eliminations ............. .. ... iuuen. ... (13) — (13) NM
Consolidated revenues . . ... ..ot n it i e $2,261 $1,871 $ 390 21%

NM—Not meaningful

Our consolidated revenues are separated into sales channels based on our target markets and sales structure:
(i} enterprise, carrier data and indirect sales channels and (ii} carrier voice.

The enterprise, carrier data and indirect sales channels consists of: (i) the provision of voice, data and
collaboration services to all customers other than carriers and consumers; (ii) the provision of data products,
including IP, transport and capacity services, to telecommunications carrier customers; and (iii) the provision of
voice, data and managed services to or through business relationships with other telecommunications carriers,
sales agents and system integrators. The carrier voice sales channel consists of the provision of predominantly
United States domestic and international long distance voice services to carrier customers.

Our consolidated revenues increased in 2007 compared with 2006 primarily as a result of the inclusion of
Fibernet and Impsat in our results since October 11, 2006 and May 9, 2007, respectively; strong growth in the
ROW Segment and the favorable impact on our GCUK Segment due to currency movements. Revenue growth in
the ROW Segment resulted from strong demand for broadband lease, IP VPN data products, enterprise voice and
managed services, partially offset by decreased carrier voice revenues as a result of decreases in sales volumes
due to our strategy to reduce our emphasis on this market. We expect our carrier voice sales channel revenue to
remain relatively flat going forward.

Sales order values remained strong throughout 2007 with average monthly estimated gross values increasing
approximately 15% compared with 2006. This metric is used by management as a leading business indicator
offering insight into near term revenue trends, The gross values of these monthly recurring orders are estimated
based on new business acquired without taking into account effects of attrition or the replacement of existing
services with new services or credits.

See “Segment Results” in this [tem 7 for further discussion of results by segment.
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Cost af Revenue. Cost of revenue primarily includes the following: (i) cost of access, including usage-based
voice charges paid to local exchange carriers and interexchange carriers to originate and/or terminate switched
voice traffic and charges for leased lines for dedicated facilities and local loop (“last mile”) charges from both
domestic and international carriers; (ii) real estate, network and operations charges which include (a) employee-
related costs such as salaries and benefits, incentive compensation and stock-related expenses for employees
directly attributable to the operation of our network, (b) real estate expenses for all non-restructured technical
sites, and (c) other non-employee related costs incurred to operate cur network, such as license and permit fees
and professional fees; (iii) cost of equipment sales, which includes the software, hardware and equipment sold to
our customers; and (iv) third party maintenance costs incurred in connection with maintaining the network.

Cost of Access

Year Ended December 31,

$ Increase/ % Increase/

2007 2006 (Decrease) (Decrease)
{(in millions)
GCUK
Enterprise, carrier data and indirect channels ........... % 161 $ 131 § 30 23%
Carmrier voiCe . .. ... e 8 8 — NM
$ 169 $ 139 $ 30 22%
GC Impsat
Enterprise, carrier data and indirect channels ........... $ 54 5 — 3 54 NM
Carrier voice . .. ... ..o i i e 4 — 4 NM
Intersegment cost of access ........... ..., 5 — 5 NM
$ 63 5 — $ 63 NM
ROW
Enterprise, carrier data and indirect channels .........., $ 526 $ 445 $ 81 18%
Carmier VOICE . .. oottt 92 535 (143) 2N%
Other . ... e 1 1 — NM
Intersegment cost of access ... .. i 5 — 5 NM
$ 924 $ 981 $ 57 (6)%
Intersegment eliminations ...... ... (10) — (10} NM
Consolidated cost Of aCCESS . . . .ottt e $1,146 $1,120 $ 26 2%

Cost of access increased in 2007 compared with 2006 primarily driven by increases in access charges in our
GCUK, GC Impsat and ROW Segments’ enterprise, carrier data and indirect sales channels. The increase in cost
of access is due primarily to inclusion of Fibernet and Impsat in our results since October 11, 2006 and May 9,
2007, respectively, and the cost to support the ROW Segment enterprise, carrier data and indirect sales channel
revenue growth. Included in our consolidated cost of access were $20 million and $6 million related to Fibernet
for 2007 and 2006, respectively, and $58 million related to Impsat (net of intersegment cost of access) for 2007.
This increase was partially offset by: (i) our cost reduction initiatives to optimize the access network and
effectively lower unit prices and (ii} lower carrier voice sales volume in our ROW Segment.

Real Estate, Network and Operations. Real estate, network and operations increased in 2007 compared with
2006 primarily due to: (i) a $20 million increase in salaries and benefits as a result of increased average
headcount and salary increases; (i) a $16 million increase in stock and cash compensation primarily as a result of
the retention and motivation awards granted to employees in 2007 and accruing the 2007 annual bonus program
at a higher rate than 2006; (iii) an increase of $6 million resulting from including Fibernet in our results since
October 11, 2006; and (iv) an increase of $33 million resulting from including Impsat in our results since May 9,
2007.

Third Party Maintenance. Third party maintenance increased in 2007 compared with 2006 primarily due to
the inclusion of Fibernet and Impsat in our results since October 11, 2006 and May 9, 2007, respectively.
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Cost of Equipment Sales. Cost of equipment sales increased in 2007 compared with 2006 primarily due to
increased equipment, conferencing and managed services sales.

Selling, General and Administrative Expenses (“SG&A”). SG&A consist of: (i) employee-related costs
such as salaries and benefits, incentive compensation and stock-related expenses for employees not directly
attributable to the operation of our network; (ii) real estate expenses for all administrative sites; (iii) bad debt
expense; (iv) non-income taxes, including property taxes on owned real estate and trust fund related taxes such as
gross receipts taxes, franchise taxes and capital taxes; (v) restructuring costs; and {vi) regulatory costs, insurance,
telecommunications costs, professional fees and license and maintenance fees for internal software and hardware.

The increase in SG&A in 2007 compared with 2006 is primarily due to: (i) a $13 million increase in salaries
and benefits primarily as a result of salary increases and increased sales commissions due to increased revenues;
(ii) a $14 million increase in stock and cash compensation primarily as a result of the retention and motivation
awards granted to employees in 20077 and accruing the 2007 annuval bonus program at a higher rate than 2006;
(iii} an increase of $3 million resulting from including Fibernet in our results since October 11, 2006; (iv) an
increase of $68 million resulting from including Impsat in our results since May 9, 2007; and (v) an increase in
employee related restructuring charges of $11 million primarily due to the May 10, 2007 restructuring plan. This
increase was partially offset primarily by a decrease in real estate related restructuring charges of $36 million
predominantly due to accrual reversals resulting from the settlement and termination of existing real estate lease
agreemenis for technical facilities during 2007 and the decision in 2007 to convert idle real estate facilities
previously included in the restructuring reserve to productive operating assets in connection with the
establishment of our European collocation business (see “2007 Highlights” for further information on the
European collocation business).

Depreciation and Amortization. Depreciation and amortization consists of depreciation of property and
equipment, including leased assets, amortization of cost of access installation costs and amortization of
identifiable intangibles. Depreciation and amortization increased in 2007 compared with 2006 primarily due to:
(i) an increased asset base as a result of fixed asset additions, including capital leases; (ii) amortization of |
acquired intangible assets related to the Fibernet and Impsat acquisitions; (iii) inclusion of Fibernet’s results in
our results since October 11, 2006 and (iv) inclusion of Impsat’s results in our results since May 9, 2007.

Interest Expense. Interest expense includes interest related (o indebtedness for money borrowed, capital
lease obligations, certain tax liabilities and amortization of deferred finance costs. The increase in interest
expense for 2007 compared with 2006 is primarily a result of incurring additional indebtedness and capital lease
obligations, including the $144 million aggregate principal amount of 5% convertible senior notes due 2011 (the
*5% Convertible Notes™) which were issued by GCL on May 30, 2006, the 11.75% senior secured noles issued |
by GCUK on December 28, 2006, the GC Impsat Notes issued by GC Ilmpsat on February 14, 2007, the $350
million Term Loan Agreement incurred by GCL during the second quarter of 2007 and amortization of deferred
financing costs related to these debt obligations. The increase in interest expense for 2007 compared to the prior
year was slightly offset by decreased interest on the Mandatorily Convertible Notes due to STT Crossing Ltd.’s
conversion of such notes into approximately 16.58 million shares of cominon stock on August 27, 2007.

Other Income, Net. Other income, net consists of foreign currency impacts on transactions, gains and losses
on the sale of assets including property and equipment, marketable securities and other assets and other
non-operating items. Other income, net increased in 2007 compared to 2006 primarily as a result of recording in
2007 a $27 million non-cash, non-taxable gain from the deemed settlement of pre-existing arrangements with
Impsat on the date of its acquisition as well as from recording in 2007 foreign exchange gains compared to
foreign exchange losses in 2006. Higher other income, net was also driven by recording a loss in 2006 on a
foreign exchange forward contract of $5 million. The year-over-year increase in other income, net was mostly
offset by recording in 2007 a $30 million inducement fee related to the early conversion of STT convertible debt
to equity as well as the expensing in 2007 of $10 million deferred financing fees related to: (i) the Bank of
America working capital facility and (ii) a bridge loan commitment which was terminated upon issuance of the
GC Impsat Notes. Other income, net in 2006 also reflected a $16 million non-cash, non-taxable gain from the
deemed settlement of pre-existing arrangements with Fibernet on the date of acquisition.
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Net Gain on Pre-confirmation Contingencies. During 2007 and 2006, we settled various third-party
disputes and revised our estimated liability for certain contingencies related to periods prior to our emergence
from chapter 11 proceedings. We have accounted for these in accordance with AICPA Practice Bulletin | 1—
Accounting for Preconfirmation Contingencies in Fresh Start Reporting and recorded a net gain on the
settlements and changes in estimated liabilities. The most significant gains are related to changes in estimated
liabilities for income and non-income tax contingencies and settlements with certain tax authorities. Included in
the 2007 net gain on pre-confirmation contingencies is a gain of $27 million related to the release of a contingent
liability for a claim made by a tax authority in South America. In February 2008, we received a ruling from the
tax court dismissing the claim.

Provision for Income Taxes. Provision for income taxes decreased primarily as a result of recording a lower
increase in the valuation allowance recorded against our U.K. deferred tax assets of $9 million in 2007 (resulting
in a full valuation allowance) compared to $21 million in 2006, Each year’s decrease resulted from reducing our
estimated realization of these U.K. deferred tax assets. The 2007 decrease was partially offset by including
Impsat in our results in 2007. During 2007, we realized $4 million of tax benefits. The resulting reversal of
valuation allowances for these deferred tax assets acquired as part of the Impsat acquisition have been recorded
as a provision for income taxes and a reduction in goodwill in accordance with SFAS 109 (see Note 15, “Income
Tax” to the accompanying consolidated financial statements).

Provision for income taxes related to fresh start accounting for deferred tax benefits realized after the
emergence from bankruptcy does not result in cash taxes. This non-cash tax provision was $41 million and $45
million for the years ended December 31, 2007 and 2006, respectively.

Results of Operations for the Year Ended December 31, 2006 compared to the Year Ended December 31,
2005

Consolidated Results
Year Ended December 31, $ Increase/ % Increase/
2006 2005 {Decrease) (Decrease)
(in millions)
Revenue ... ... e e $1.871 $ 1,968 $097) (5)%
Cost of revenue (excluding depreciation and amortization, shown
separately below): ... ... . .
COSt Of ACCESS . v v v ittt it e e (1,120) (1,216) (96} )%
Real estate, network and operations .. ...........ooovivunn (303) (309) {6) (2)%
Third party maintenance . . .. ...... . oiii i (90) (96) (6} )%
Costofequipmentsales ...........civeiinnnnrennnn.. (65) (55) 10 18%
Total costofrevenue ........ ... ... .oiiiieiviennn. (1,578) (1,676)
Selling, general and administrative ............ ... 000 (342) 412) (70) (1%
Depreciation and amortization ..................ciiveina.. (163) (142) 21 15%
Operating lOSS . . oottt e e e e (212) (262)
Other income {expense):
INterest INCOME - . .. ... . i i it arrrnnriannrennns 17 13 4 3%
INterest EXPense . ... vvr ittt i i s (106) (99) 7 7%
Oher iNCOME, NEL . . . .. ottt e e e e e e 12 12 —_ NM
Loss from continuing operations before reorganization items and
provision forincometaxes ............ i iin i, (289) (330)
Net gain on preconfirmation contingencies ................. 32 36 (4) (11)%
Loss from continuing operations before provision for income
(- 4. (257) (300)
Provision for incometaxes .. ........... ... ... ... i .. (67) (63) 4 6%
Loss from continuing operations ........... ... ... ieiirnn.nn (324) (363)
Income from discontinued operations, net of income tax .......... _— 9 ()] (100)%
Netloss . ..o e e e e (324) (354)
Preferred stock dividends .. ... ..ottt i 3 (4) )] (25)%
Loss applicable to common shareholders . ...................... $ 327 $ (358)




Discussion of significant variances:

Revenue.
Year Ended $ %
M Increase/ Increase/
2006 2005 (Decrease) (Decrease)
(in millions)
GCUK
Enterprise, carrier data and indirect channels ................. $ 442 $ 423 % 19 4%
CaITIET VOICE . . o i i it e e ettt aee i 8 3 5 167%
$ 450 % 426 § 24 6%
ROW
Enterprise, carrier data and indirect channels ................. $ 807 $ 662 5145 22%
CaITIEr VOICE .« o ottt e et e e et et e 606 774 (168) (22)%
8 T4 1= P 8 106 (98) D%
$1,421 $1,542 (12D (8)%
Consolidated revenues . ... ..ottt irrn v ataae ey $1,871 $1,968 % (97) (5)%

Qur revenue decreased in 2006 compared with 2005 as a result of lower revenues at our ROW Segment,
partially offset by higher revenues at our GCUK Segment, and the inclusion of Fibernet in our operations since
October 11, 2006. The lower revenues at our ROW Segment resulted from decreases in our carrier voice
revenues and a decrease in other revenues resulting from the sales of our Trader Voice and Small Business Group
(“SBG") businesses. The decrease in carmier voice revenues was driven by reductions in sales volume and prices.

Revenues from our enterprise, carrier and indirect sales channels, which are the primary focus of our
business strategy, increased in 2006 as compared to 2005 as a result of obtaining new customers and existing
customer base volume growth in specific enterprise and carrier target markets which resulted in increases in sales
volume. We also increased revenue from our indirect sales channels though establishing additional system
integrator and application service relationships. Included in our 2006 revenue is $22 million related to Fibernet’s
operations since October 11, 2006, the date we took control of their operations. (See “Segment Results” in this
Item 7 for further discussion of results by segment).

Cost of Revenue.
Cost of access

Year Ended $ %

M Increase/ Increase/
2006 2005 (Decrease) (Decrease)

(in millions)

GCUK

Enterprise, carrier data and indirect channels . .................... $ 131 % 124 § 7 6%

Carmier VOICE L .\ttt e et et ettt e e et 8 3 5 167%
$ 139 5 127 § 12 9%

ROW

Enterprise, carrier data and indirect channels . .................... $ 445 $ 372 $ 73 20%

Carmier VOICE . ...ttt ettt e et 535 670 (135) (20)%

Other .. ... e e | 47 (46) (98)%
$ 981 31,089 $(108) (1%

Consolidated cost Of ACCESS . ..ot vin it i it ee e iaaeeeans $1,120 $1,216 % (96) (8)%

Cost of access decreased in 2006 compared with 2005 primarily as a result of decreases in access charges at
our ROW Segment, partially offset by increased access charges at our GCUK Segment. The lower access charges
at our ROW Segment resulted from (i) reductions in the amount of usage- based access services purchased due to
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lower carrier voice sales volume; (ii) our cost reduction initiatives to optimize the access network and effectively
lower unit prices; (iii) a more favorable mix of sales of data, IP and managed services and (iv) sales of the
business groups noted above,

Real Estate, Network and Operations. Real estate, network and operations charges decreased in 2006
compared with 2005 primarily as a result of a $26 million reduction in stock and cash compensation. Stock and
cash compensation decreased as a result of recording no annual bonus for 2006 and accruing other performance
based compensation at significantly lower rates than 2005 as a result of not achieving 2006 financial targets. This
decrease was partially offset by (i) a $6 million increase in expenses as a result of including Fibernet in our
results since October 1 1, 2006, the date we took control of their operations; (ii) a $11 million relative increase in
real estate expenses for technical sites primarily as a result of receiving an $8 million real estate rebate in 2005
from our operations in the U.K. and (iii) a $3 million increase in salaries and benefits.

Cost of Equipment Sales. Cost of equipment sales increased as a result of additional collaboration and
system integrator sales involving substantial equipment components.

Selling, General and Administrative Expenses, The decrease in SG&A is primarily a result of (i) a $38
million reduction in stock and cash compensation due to recording no annual bonus program accrual for 2006
and accruing other compensation expenses at a significantly lower rates than 2005 as a result of not achieving
2006 financial targets; (ii) a $23 million relative decrease in restructuring expenses primarily due to the
recognition in the first quarter of 2005 of additional facility closure restructuring charges as a result of a
reduction in our estimated sublease payments for the 2003 and prior restructuring plans; and (iii) an $8 million
decrease in professional fees predominantly related to legal and accounting. These decreases in SG&A were
partially offset by a $5 million increase in expenses as a resuit of including Fibernet in our results since
October 11, 2006, the date we took control of their operations,

Depreciation and Amortization. Depreciation and amortization increased as a result of (i) new depreciation
expense as a result of capital purchases during 2006 and depreciation expense related to acquired property, plant,
and equipment from the Fibernet acquisition and (1i) additional amortization of prepaid installation charges.

Interest Expense. Interest expense increased in 2006 compared with 2005 primarily as a result of incurring
interest on the 5% Convertible Notes, additional interest expense as a result of the conversion of accrued interest
on the $250 million aggregate original principal amount of 4.7% payable in kind Mandatorily Convertible Notes
to additional Mandatorily Convertible Notes since December 2005 and additional amortization of deferred
financing costs. We accrued interest on the Mandatorily Convertible Notes at an annual rate of 11% due to
certain provisions of the Mandatorily Convertible Notes indenture that would have cbligated us to pay interest
retroactively at that rate if we were unable to deliver common shares upon receiving a notice of conversion. At
such time as any of the Mandatorily Convertible Notes would have been converted into common shares of the
Company all amounts of accrued interest would have been reclassified into common stock and additional
paid-in-capital. As of December 31, 2006 there was approximately $36 million of accrued interest on our
consclidated balance sheet related to the Mandatorily Convertible Notes.

Other Income, Net. Other income, net for 2006 primarily consists of a $16 million non-cash, non-taxable
gain from the deemed settlement of pre-existing arrangements with Fibernet on the date of acquisition. Under the
pre-existing arrangements we earned revenues that, based on current market rates at the acquisition date, were
favorable to us, which resulted in the recognition of a gain. The gain was partially offset by a toss on a foreign
exchange forward contract of $5 million. Other income, net for 2005 primarily consists of a $14 million gain on
the sale of our Trader Voice business, a $14 million gain on the sale of our SBG business, and a $2 million gain
on the sale of marketable securities, partially offset by $23 million of foretgn currency impacts from certain
transactions.

Net Gain on Pre-confirmation Centingencies. During 2006 and 2005, we settled various third-party
disputes and revised our estimated liability for certain contingencies related to periods prior to our emergence
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from chapter 11 proceedings. We have accounted for these in accordance with AICPA Practice Bulletin 11—
Accounting for Preconfirmation Contingencies in Fresh Start Reporting and recorded a net gain on the
settlements and changes in estimated liabilities. The most significant gains are related to changes in estimated
liabilities for income and non-income tax contingencies and settlements with certain tax authorities.

Provision for Income Taxes. Provision for income taxes increased primarily as a result of recognizing a
$21 million increase in the valuation allowance recorded against our UK. deferred tax assets as a result of
reducing our estimated realization of these assets. The increase was partially offset by a change in mix of
earnings to jurisdictions with lower tax rates and changes in certain estimates. Provision for income taxes related
to fresh start accounting for deferred tax benefits realized after the emergence from bankruptcy does not result in
cash taxes. This non-cash tax provision was $45 miilion and $56 million for the years ended December 31, 2006
and 2003, respectively.

Income from Discontinued Operations. As discussed in Note 5, “Discontinued Operations”, to the
accompanying consolidated financial statements, on August 13, 2004 we sold Global Marine to Bridgehouse and
entered into an agreement with Bridgehouse for the transfer of our forty-nine percent shareholding in SBSS. The
results of Global Maring’s and SBSS’s operations have been classified as discontinued operations for all periods
presented, through the date of their sale/transfer. During 2005 we completed the transfer of our interest in SBSS
to Bridgehouse for consideration of $14 million and recognized an $8 million gain on the sale.

Segment Results

As a result of the Impsat acquisition (see Notes 4, “Acquisitions” and 24, “Segment Reporting” to our
accompanying consolidated financial statements), our chief operating decision makers (“CODMSs”) assess
performance and allocate resources based on three separate operating segments which we operate and manage as
strategic business units; (i) the GCUK Segment; (ii) the GC Impsat Segment; and (iii) the ROW Segment.

The GCUK Segment is a provider of managed network communications services providing a wide range of
telecommunications services, including data, IP and voice services to government and other public sector
organizations, major corporations and other communications companies in the UK. The GC Impsat Segment is a
provider of telecommunication services including IP, voice and information technology services to corporate and
government clients in Latin America. The ROW Segment represents all our operations outside the GCUK and
GC Impsat Segments and operates primarily in North America, with smaller operations in Europe, Latin America
and Asia, serving many of the world’s largest corporations and many other telecommunications carriers with a
full range of managed telecommunication services, including data, IP and voice products. The services provided
by all our segments support a migration path to a fully converged IP environment.

The CODMSs measure and evaluate our reportable segments based on Adjusted Cash EBITDA. Adjusted
Cash EBITDA, as defined by us, is earnings before non-cash stock compensation, depreciation and amortization,
interest income, interest expense, other income (expense), net, net gain (loss) on pre-confirmation contingencies,
provision for income taxes, and preferred stock dividends. We believe that Adjusted Cash EBITDA is an
important part of our internal reporting and is a key measure used by us to evaluate our profitability and
operating performance and to make resource allocation decisions, We believe such measure is especially
important in a capital-intensive industry such as telecommunications.

However, there may be important differences between our Adjusted Cash EBITDA measure and similar
performance measures used by other companies. Additionally, this financial measure does not include certain
significant items such as non-cash stock compensation, depreciation and amortization, interest income, interest
expense, other income {expense) net, net gain or (loss) on pre-confirmation contingencies, provision for income
taxes and preferred stock dividends. Adjusted Cash EBITDA should not be considered a substitute for net
income, operating income, operating cash flows or other measures of financial performance.
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GCUK Segment

Revenue
Year Ended Year Ended
December 31, $ Increase/ % Increase/ —December 31 $ Increase/ % Increase/
2007 2006 (Decrease) (Decrease) 2006 2005 (Decrease} (Decrease)
(in millions) (in millions)
GCUK
Enterprise, carrier data and
indirect channels ........ $572 %442 $130 29% $442  $423 %19 4%
Carrier voice ............. 10 8 2 25% 8 3 5 167%
$582 %450 $132 29% $450 $426 :Si_2;4- 6%
2007 Compared to 2006

Revenues for our GCUK Segment increased in 2007 compared with 2006 primarily as a result of the
inclusion of Fibernet in our results since October L1, 2006, strong demand for broadband lease, IP VPN data
products and enterprise voice services and positive foreign exchange fluctuations. The net effect of Fibernet on
our consolidated results was $99 million and $22 million to the GCUK Segment revenues for 2007 and 2006,
respectively.

We are seeing strong interest in cur IP services and as a result we continue to win new business. Many
government agencies and enterprises are at or nearing the point when they will refresh their more iraditional
technologies and take advantage of converged IP services. However, the telecommunications market in the UK
remains highly competitive and the combination of attrition by existing customers and pricing pressures both for
new business and renewals of existing customers has caused revenues to increase modesily exciuding the impact
of the Fibernet acquisition and positive foreign exchange impacts.

Two of GCUK'’s principal customer relationships are with OGC buying solutions, with which GCUK has a
framework contract for the provision of a managed telecom service, and with Camelot, the current holder of the
license to operate the UK National Lottery. The managed telecom service contract was for an initial term of 10
years; this term was initially extended until the end of December 2008 and, in June 2007, was further extended
until the end of December 2011. Camelot’s current license to operate the National Lottery expires in January
2009. On August 31, 2007, Camelot entered into an enabling agreement with the National Lottery Commission
which officially appoints Camelot as operator of the National Lottery for a 10 year period from February 2009,
On October 9, 2007, Camelot announced its intention to replace its existing landline-based ISDN network
supplied by GCUK with a broadband satellite communications network supplied by another service provider,
Camelot’s plans are to start the migration of the network in March 2008 and complete it during 2009, Although
the precise impact on GCUK will depend on the details and timing of Camelot’s actual network transition, we
expect that revenue from our relationship with Camelot will decline substantially through the third and fourth
quarters of 2008 and the first quarter of 2009. Our revenue from sales to Camelot was approximately $52 million
during the year ended December 31, 2007.

2006 Compared to 2005

Revenues for our GCUK Segment increased in 2006 compared with 2005 primarily as a result of increases
in its enterprise, carrier data and indirect sales channels as well as increases in its carrier voice sales channel, The
increase in its enterprise, carrier data and indirect sales channels was primarily driven by the net effect of
Fibernet on our consolidated results of $22 million in 2006. Carrier voice revenues increased primarily due to
increased sales volumes from new and existing customers including contract novations from ROW Segment
entities.
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Adjusted Cash EBITDA

Year Ended Year Ended
December 31, ¢ jncrease/ % Increasesr DT 3L ¢ ycrease/ % Increase/
2007 2006 (Decrease) (Decrease) 2006 2005 (Decrease) (Decrease)
"(in millions) “in millions)
GCUK
Adjusted Cash EBITDA ...... $147 $93 $54 58% $93 $113 520) (18)%
2007 Compared to 2006

Adjusted Cash EBITDA in this segment increased in 2007 compared with 2006 primarily as a result of the
increase in revenue mainly driven by the inclusion of Fibernet and positive foreign exchange fluctuations
described above, partially offset by higher access charges resulting from additional usage volume, and higher
costs for our real estate, network and operations and SG&A expenses. The higher real estate, network and
operations costs and SG&A expenses resulted primarily from higher employee-related costs and higher facilities-
based expenses. The increase in employee-related costs resulted from increased headcount driven by the Fibernet
acquisitiont and higher commissions paid to sales employees. In addition, included in the comparison are higher
employee severance charges of $2 million related to our May 10, 2007 restructuring plan. The higher facilities
based expenses were driven by higher facilities rent and facilities maintenance.

2006 Compared to 2005

Adjusted Cash EBITDA in this segment decreased in 2006 compared with 2005 as a result of higher access
charges, primarily resulting from the increase in revenue described above, and higher costs for our real estate,
network and operations and SG&A expenses. The higher real estate, network and operations and SG&A
expenses resulted primarily from (i) an $11 million relative increase in real estate expenses predominantly for
technical sites primarily as a result of receiving an $8 million real estate rebate in 2005 and (ii) a $9 million
increase in expenses as a result of including Fibernet in our results since October L1, 2006. This increase was
partially offset by lower employee-related costs and a decrease in professional fees predominantly related to legal
and accounting. Lower employee-related costs were driven by a decrease in cash compensation as a result of
recording no annual bonus program accrual for 2006 and accruing other compensation expenses at significantly
lower rates than 2005 as a result of not achieving 2006 financial targets.

GC Impsat Segment
Revenue
Year Ended
December 31,
2007
(in millions)
GC Impsat
Enterprise, carrier data and indirectchannels .. ... .................. $215
07Ty o o g0 TP 6
Intersegment tEVENUES . . ..ottt ittt it e 8
$229

Prior to our acquisition of Impsat on May 9, 2007, our GC Impsat Segment had no revenue generating
activities and consisted of a holding company that issued the GC Impsat Notes in anticipation of consummating
the acquisition of Impsat.

Adjusted Cash EBITDA
Year Ended
December 31,
2007
(in millions)
GC Impsat
Adjusted CashEBITDA . ... .. . o i $52




Adjusted Cash EBITDA for our GC Impsat Segment for 2007 comes from the inclusion of Impsat in our
results since May 9, 2007.

As part of our integration strategy, during 2007 we transferred a Latin American subsidiary from our ROW
Segment to our GC Impsat Segment. We anticipate transferring other Latin American subsidiaries from our
ROW Segment to our GC Impsat Segment during 2008 and 2009.

ROW Segment
Revenue
Year Ended Year Ended
—December 3L $ Increase/ % Increase/ ____Decelnber 3L $ Increase/ % Increase/
2007 2006 (Decrease) (Decrease) 2006 2005 (Decrease) (Decrease)}
(in millions) (in millions)
ROW
Enterprise, carrier data and
indirect channels ........ $1,007 § 807 $200 25% % 807 § 662 § 145 22%
Carrier voice ............. 446 606 (160) (26)% 606 774 (168} (22)%
Other ................... 5 8 3) (38)% 8 106 (98) 92)%
Intersegment revenues ... ... 5 —_ 5 NM — — — NM
51463 $1.421 § 42 3%  $1.421 $1,542  $(121) 8)%
2007 Compared to 2006

Revenues for our ROW Segment increased in 2007 compared with 2006 resulting from strong demand for
higher margin enterprise voice and broadband lease and 1P VPN data products. This increase in enterprise, carrier
data, and indirect sales channels revenue was partially offset by decreased lower margin carrier voice revenues as
a result of decreases in sales volumes due to our strategy to reduce our emphasis on this market. Our sales
volume related to U.S. domestic long distance voice services declined by approximately 27% in 2007 compared
with 2006, while our average pricing for our U.S. domestic long distance voice services was flat in 2007
compared with 2006. We expect our carrier voice sales channel revenue to remain relatively flat going forward.

2006 Compared to 2005

Revenues for our ROW Segment decreased in 2006 compared with 2005 primarily as a result of decreases
in carrier voice revenues and the sales of our Trade Voice and SBG businesses on May 3, 2005 and
December 31, 2005, respectively. This decrease was partially offset by increases in enterprise, carrier data and
indirect sales channels revenues. The decrease in carrier voice revenues was driven by reductions in sales volume
and prices. Our sales volume related to U.S. domestic long distance voice services declined by more than 10%. In
addition, our average pricing for our U.S. domestic long distance voice services base decreased approximately
5% and average pricing for our international long distance services decreased at a greater rate,

The increase in enterprise, carrier data and indirect sales channels revenues were the result of obtaining new
customers and existing customer base volume growth in specific enterprise and carrier target markets. There was
a modest increase in revenue related to sales through indirect channels as a result of entering into additional
agreements with system integrators and application service providers. The increase in revenue was moderated by
declines in prices for certain telecommunications services as well as customer attrition. Prices for basic data
services, such as transport services (i.e. international private line and wavelength services) and internet access
services declined approximately 20%, while prices for advanced data services such as IP VPN services and
managed solutions were flat. Prices for enterprise voice services declined approximately 5%.
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Adjusted Cash EBITDA

Year Ended Year Ended

w $ Increase/ % Increase/ M $ Increase/ % Increase/
2007 2006 (Decrease) (Decrease) 2006 2005  (Decrease) (Decrease)

{in millions) {in millions)
ROW
Adjusted Cash EBITDA .. .. .. $(25) $(118) $(93) (79%  $(118) $(177)  $(59). (33)Y%
2007 Compared to 2006

Adjusted Cash EBITDA in this segment improved in 2007 compared with 2006 as a result of the increases in
revenue from growth in our enterprise, carrier data and indirect sales channels, lower access costs driven by lower
carrier voice sales volume, and tower facilities-based expenses driven by a decrease in restructuring charges, primarily
due to accrual reversals of $10 million and $31 million, respectively. The accrual reversals were the result of the
settlement of existing real estate lease agreements for technical facilities during 2007 and the decision in 2007 to
convert idle real estate facilities previously included in the restructuring reserve to productive operating assets in
connection with the establishment of our European collocation business. This increase was partially offset by higher
employee severance charges of $8 million related to our May 10, 2007 restructuring plan, increased salaries driven by
increased headcount and other non-restructuring severance and higher commissions paid to sales employees

2006 Compared to 2005

Adjusted Cash EBITDA in this segment improved in 2006 compared with 2005 primarily as a result of
lower access charges, primarily resulting from the decrease in revenue described above. and lower costs for real
estate, network and operations and SG&A expenses. The lower real estate, network and operations and SG&A
expenses resulted primarily from (i) a $23 million relative decrease in restructuring expenses primarily due to the
recognition in the first quarter of 2005 of additional facility closure restructuring charges as a result of a
reduction in our estimated sublease payments for the 2003 and prior restructuring plans and (ii) lower employee-
related costs of $35 million as well as a decrease in professional fees predominantly related to legal and
accounting. The lower employee-related costs were driven by a decrease in cash compensation as a result of
recording no annual bonus program accrual for 2006 and accruing other compensation expenses at significantly
lower rates than 2005 as a result of not achieving 2006 financial targets.

Liquidity and Capital Resources
Financial Condition and State of Liquidity

At December 31, 2007, our available liquidity consisted of $397 million of unrestricted cash and cash
equivalents. At December 31, 2007, we also held $53 million in restricted cash and cash equivalents. This
restricted cash and cash equivalents is primarily comprised of (i) cash collateral for letters of credit originally
issued under our $55 million working capital facility that remain outstanding after termination of that facility in
the second quarter of 2007 and (ii).the debt service reserve fund for the GC Impsat Notes. Our available liquidity
includes net cash provided by financing activities of $283 million during the year ended December 31, 2007.

During 2007, we posted a net operating loss of $141 million and had net cash used in operating and
investing activities of $345 million. Our net operating loss included a $10 million charge as a result of the
May 10, 2007 restructuring plan and a 331 million restructuring reserve release due to a change in use of
previously idle real estate facilities previously included in the restructuring reserve to productive operating assets
in connection with the establishment of our new European collocation business. Cash flows used by operating
and investing activities included the following items not expected to impact future years: (i) $76 million for the
purchase price of Impsat; {ii) $11 million for the cash collateralization of existing letters of credit; and (iii) $22
million due to the placement of a portion of the GC Impsat Notes proceeds into a restricted debt service reserve
account, In addition, operating cash flows for the period were impacted by a significant reduction in days payable
outstanding with key access vendors, as well as $12 miilion in severance payments ($9 million as a result of the
May 10, 2007 restructuring plan; $1 million as a result of the 2006 restructuring plan and $2 million related to
other severance payments). Offsetting these factors, during 2007 we received $174 million of cash from the sale
of IRUs and prepayment of services representing a $106 million improvement versus 2006,
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During 2008 we expect our unrestricted cash and cash equivalents to decrease between $85 million and $35
million. This expectation is based in part on raising capital leases and other forms of equipment financing in
amounts greater than those arranged in 2007. Our ability to arrange such financings is subject to negotiating
acceptable terms from equipment vendors and financing parties. This could prove more difficult given recent
adverse changes in the credit markets generally and the reduced level of budgeted gross capital expenditures in
2008. We expect the decline in our cash and cash equivalents to occur in the first half of the year, with the second
half generating modest cash inflows. The expected improvement in cash flows in the second half of the year as
compared 1o the first reflects the benefits of the anticipated revenue growth discussed in “—2008 OQutlook,”
above, as well as a disproportionate amount of capital expenditures being planned for the first half of the year.

Intra~-quarter and working capital variability significantly impact our cash flows. In addition, our cash usage
during 2008 will depend on the sale of IRUs, which individually involve large dollar amounts and long sales
cycles and are therefore difficult to predict. Our forecasted cash usage for 2008 contemplates significantly lower
sales of IRUs and prepaid services as compared to the $174 million in 2007. This anticipated decrease is due in
part to the absence of major construction projects contracted for in 2008 in which a particular customer funds the
cost to build a significant network segment in exchange for capacity or dark fiber on that segment. However, [RU
sales could exceed our expectations as incumbent carriers and new entrants continue to seek to deploy networks
to offer triple and quad play services (i.¢., retail Internet access, television, and landline and wireless telephone
services) around the globe.

Beyond 2008, we expect our operating results 1o continue to improve as a result of the continued growth of
our higher margin enterprise, carrier data and indirect channels business, including the economies of scale
expected to result from such growth, and from ongoing cost reduction initiatives to optimize the access network
and effectively lower unit prices. Over time, we expect these improvements to more than offset the increased
interest expense resulting from the significant increase in our debt balance. Thus, in the long-term we expect to
generate positive cash flow from operating and investing activities.

As a result of recent financing activities, the vast majority of our long-term debt matures after 2010, With
regard to our major debt instruments, (i) the $144 million original principal amount of our 5% Convertible Notes
matures in 2011 (subject to earlier conversion into GCL common stock at the conversion price of approximately
$22.98 per share); (ii) $332 million of our Term Loan Agreement is due at final maturity in 2012; (iii) the $513
million original principal amount of the GCUK Notes matures in 2014; and {iv) the $225 million original
principal amount of the GC Impsat Notes matures in 2017. We also have approximately $22 million of bonds
issued by GC Impsat’s Colombian subsidiary which mature 50% in December 2008 and 50% in December 2010,
which bonds we anticipate refinancing. If cash on hand at the time any of these debt instruments mature is
insuffictent to satisfy these and our other debt repayment obligations, we would need to access the capital
markets to meet our liquidity requirements. Such access would depend on market conditions and our credit
profile at the time. The liquidity crisis that began in 2007 as a result of the collapse of the subprime mortgage
market has adversely impacted global credit markets and, if it continues, could make it more difficult for us to
obtain debt financing,

As a holding company, all of our revenues are generated by our subsidiaries and substantially all of our
assets are owned by our subsidiaries. As a result, we are dependent upon intercompany transfers of fuads from
our subsidiaries to meet our debt service and other payment obligations. Our subsidiaries are incorporated and
operate in various jurisdictions throughout the world and are subject to legal and contractual restrictions affecting
their ability to make intercompany funds transfers. Such legal restrictions include prohibitions on paying
dividends in excess of retained earnings (or similar concepts under applicable law), which prohibition applies to
most of our subsidiaries given their history of operating losses, as well as foreign exchange controls on the
expatriation of funds that are particularly prevalent in Latin America. Contractual restrictions on intercompany
funds transfers include limitations in our major debt instruments on the ability of our subsidiaries to make
dividend and other paymenis on equity securities, as well as limitations on our subsidiaries™ ability to make
intercompany loans. These contractual restrictions arise under our major debt instruments, each of which is
generally limited in application to one of our segments (e.g., the restrictions in the Term Loan Agreement apply
to the ROW Segment, the restrictions in the GCUK Notes indenture apply to the GCUK Segment, and the
restrictions in the GC Impsat Notes indenture apply to the GC Impsat Segment). Thus, these contractual
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restrictions generally do not restrict intercompany funds transfers within a given segment, but rather significantly
restrict intercompany funds transfers from one segment to another. Each such debt instrument includes
exceptions which allow a limited amount of intercompany loans to entities in other segments.

At December 31, 2007, unrestricted cash and cash equivalents were $47 million, $66 million, and $284
million at our GCUK, GC Impsat and ROW Segments, respectively. Unlike our GCUK and GC Impsat
Segments, our ROW Segment has historically generated significant negative cash flows from operations.
However, this segment is experiencing strong revenue growth in the higher margin enterprise, carrier data and
indirect sales channels. GCUK has in the past served as a source of funding for us and our other subsidiaries.
During 2006, GCUK made net loans to our Global Crossing Europe Limited (“GCEL”), a ROW subsidiary, of
approximately $50 million. These intercompany loans are guaranteed by GCL, accrue a market-related interest
rate, and are denominated in United States dollars and mature five business days prior to the maturity of the
principal outstanding of the GCUK Notes. On April 11, 2007 the GCUK board of directors approved an
additional $15 million loan which could be made to GCEL during the second quarter of 2007 and $5 million was
extended under this approval, which GCEL repaid prior to the end of June. This commitment has subsequently
elapsed. Although operational constraints require us to maintain significant minimum cash balances in each of
our segments, we believe that our segments’ unrestricted cash balances are sufficient to enable us to reach the
point of generating recwrring positive cash flow from operating, and investing activities.

The vast majority of our assets other than the assets of our GC Impsat Segment have been pledged to secure
our indebtedness, and the GC Impsat Notes indenture contains an “equal and ratable” provision which generally
requires GC Impsat to provide the holders of the GC Impsat Notes with an equal and ratable lien if GC Impsat
pledges its assets to secure other indebtedness. A failure to comply with the covenants contained in any of our
loan instruments could result in an event of default, which, if not cured or waived, could result in an acceleration
of all such debts, which would adversely affect our rights under other commercial agreements and have a
material adverse effect on our business, results of operations and financial condition. If the indebtedness under
any of our loan instruments were to be accelerated, there can be no assurance that our assets would be sufficient
to repay such indebtedness in full. In such event, we would have to raise funds from alternative sources, which
may not be available on favorable terms, on a timely basis or at all. Moreover, a default by any of our
subsidiaries under a capital lease obligation or debt obligation totaling more than $2.5 million, as well as the
bankruptcy or insolvency of any of our subsidiaries, could trigger cross-default provisions under certain debt
instruments.

Indebtedness

At December 31, 2007, we had $1,275 million of indebtedness outstanding (including the current portion of
long term debt and short term debt}, consisting of $517 million of GCUK Notes, $144 million of 5% Convertible
Notes, $225 million of GC Impsat Notes, $348 million under the Term Loan Agreement and $41 million of other
debt.

Below are summaries of our principal debt instruments outstanding at December 31, 2007. We are in
compliance with all covenants under our material debt agreements and expect to continue 1o be in compliance.
However, certain of our debt and capital lease agreements contain non-financial covenants which require specific
tracking and reporting procedures for the physical location of the leased assets. The failure to meet these
covenants allows the lessor to accelerate payments under the lease agreements. At December 31, 2007, these
non-financial covenants have not been met for debt and lease agreements representing $85 million of
indebtedness. We have received a waiver for approximately $79 million of such non-compliance through
January 1, 2009 assuming certain milestones are achieved. We have achieved all milestones as of December 31,
2007, and expect to achieve the remaining milestones and become compliant prior to the deadline. The remaining
balances have been classified as current liabilities at December 31, 2007.

GCUK Senior Secured Notes

On December 23, 2004 GCUK Finance, issued $200 million in aggregate principal amount of 10.75%
U.S. dollar denominated senior secured notes due 2014 and 105 million pounds sterling aggregate principal

67



amount of 11.75% pounds sterling denominated senior secured notes due 2014. The U.S. dollar and sterling
denominated notes were issued at a discount of approximately $3 million and 2 million pounds sterling,
respectively, which resulted in our receiving gross proceeds, before underwriting fees, of approximately $398
million. The GCUK Notes mature on the tenth anniversary of their issuance. Interest is payable in cash semi-
annually on June 15 and December 15.

On December 28, 2006, GCUK Finance issued an additional 52 million pounds sterling aggregate principal
amount of pound sterling denominated GCUK Notes. The additional notes were issued at a premium of
approximately 5 million pounds sterling, which resulted in our receiving gross proceeds, before underwriting
fees, of approximately $111 million.

The GCUK Notes are senior obligations of GCUK Finance and rank equal in right of payment with all of its
future debt. GCUK has guaranteed the GCUK Notes as a senior obligation ranking equal in right of payment with
all of its existing and future senior debt. The GCUK Notes are secured by certain assets of GCUK and
GCUK Finance, including the capital stock of GCUK Finance, but certain material assets of GCUK do not serve
as collateral for the GCUK Notes.

GCUK Finance may redeem the GCUK Notes in whole or in part, at any time on or after December 15,
2009 at redemption prices decreasing from 105.375% (for the U.S. dollar denominated notes) or 105.875% (for
the pounds sterling denominated notes) in 2009 to 100% of the principal amount in 2012 and thereafter. At any
time before December 15, 2009, GCUK Finance may redeem either series of notes, in whole or in part, by paying
a “make-whole” premium calculated in accordance with the GCUK Notes indenture. GCUK Finance may also
redeem either series of notes, in whole but not in part, upon certain changes in tax laws and regulations.

The GCUK Notes were issued under an indenture which includes covenants and events of default that are
customary for high-yield senior note issuances. The indenture governing the GCUK Notes limits GCUK’s ability
to, among other things: (i) incur or guarantee additional indebtedness; (ii) pay dividends or make other
distributions to repurchase or redeem its stock; (iii) make investments or other restricted payments; (iv) create
liens; (v) enter into certain transactions with affiliates; (vi) enter into agreements that restrict the ability of its
material subsidiaries to pay dividends; and (vii) consolidate, merge or sell all or substantiaily all of its assets.

Within 120 days after the end of each year, GCUK must offer (the “Annual Repurchase Offer”) to purchase
a portion of the GCUK Notes at a purchase price equal to 100% of their principal amount, plus accrued and
unpaid interest, if any, to the purchase date, with 50% of “Designated GCUK Cash Flow” from that period.
“Designated GCUK Cash Flow” means GCUK's consolidated net income plus non-cash charges minus capital
expenditures, calculated in accordance with the terms of the indenture governing the GCUK Notes. In respect to
the 2007 Annual Repurchase Offer, GCUK anticipates making an offer of approximately $3 million for the same
period.

A loan or dividend payment by GCUK to the Company and its affiliates is a restricted payment under the
indenture governing the GCUK Notes. Under the indenture, such a payment (i) may be made only if GCUK is
not then in default under the indenture and would be permitted at that time to incur additional indebtedness under
the applicable debt incurrence test; (ii) may generally be made only within ten business days of consummation of
each Annual Repurchase Offer; and (iii) would generally be limited to 50% of Designated GCUK Cash Flow
plus the portion, if any, of the applicable Annual Repurchase Offer that the holders of the notes decline to accept.
In addition, so long as GCUK is not then in default under the indenture, GCUK may make up to 10 million
pounds sterling (approximately $20 million) in the aggregate in restricted payments in excess of 50% of
Designated GCUK Cash Flow for a given period; provided that any such excess payments shall reduce the
amount of restricted payments permitted to be paid out of future Designated GCUK Excess Cash Flow. Prior to
the conversion of the Mandatorily Convertible Notes (see Term Loan Agreement and Other Financing Activities
below), loans from GCUK made to us or our other subsidiaries were subordinated to the payment of obligations
under the Mandatorily Convertible Notes. Any future loans from GCUK made to us or our other subsidiaries
must be subordinated to the payment of obligations under the $350 million Term Loan Agreement. The terms of
any inter-company loan by GCUK to us or our other subsidiaries are required by the GCUK Notes indenture to
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be at arm’s length and must be agreed to by the board of directors of GCUK, including its independent members,
In the exercise of their fiduciary duties, GCUK’s directors will require GCUK to maintain a mipimum cash
balance in an amount they deem prudent.

5% Convertible Noies

On May 30, 2006, we completed a public offerings of $144 million aggregate principal amount of 5%
convertible senior notes due 2011 for total gross proceeds of $144 million. The 5% Convertible Notes rank equal
in right of payment with any other senior indebtedness of Global Crossing Limited, except to the extent of the
value of any collateral securing such indebtedness. The notes were priced at par value, mature on May 15, 2011,
and accrue interest at 5% per annum, payable semi-annually on May 15 and November 15 of each year. The 5%
Convertible Notes may be converted at any time prior to maturity at the option of the holder into shares of our
common stock at a conversion price of approximately $22.98 per share. At any time prior to maturity, we may
unilaterally and irrevocably elect to settle our conversion obligation in cash and, if applicable, shares of our
common stock, calculated as set forth in the indenture governing the 5% Convertible Notes. During the twelve
months ended May 20, 2009 and May 20, 2010, we may redeem some or all of the 5% Convertible Notes for
cash at a redemption price equal to 102% and 101%, respectively, of the principal amount being redeemed, plus
accrued and unpaid interest. We have no right to redeem the 5% Convertible Notes prior to May 20, 2008. We
may be required to repurchase, for cash, all or a portion of the notes upon the occurrence of a fundamental
change (i.e., a change in control or a delisting of our common stock) at a purchase price equal to 100% of their
principal amount, plus accrued and unpaid interest, or, in certain cases, to convert the notes at an increased
conversion rate based on the price paid per share of our common steck in a transaction constituting a
fundamental change.

Concurrent with the closing of the 5% Convertible Notes offering we purchased a portfolio of U.S. treasury
securities with total face value of $21 million for $20 million, and pledged these securities to collateralize the
first six interest payments due on the 5% Convertible Notes. At December 31, 2007 and 2006, these securities are
included in prepaid costs and other current assets (approximately $7 milltion and $7 million, respectively) and
other assets (approximately $3 million and $1¢ million, respectively). The remaining net proceeds will be used
for general corporate purposes, which may include the acquisition of assets or businesses that are complementary
to our existing business.

GC Impsat Notes

On February 14, 2007, GC Impsat, a wholly owned subsidiary of GCL, issued $225 million in aggregate
principal amount of GC Impsat’s 9.875% senior notes due February 15, 2017. Interest is payable in cash semi
annually in arrears every February 15 and August 15 commencing August 15, 2007, The proceeds of the offering
were used to finance a portion of the purchase price (including the repayment of indebtedness) of our acquisition
of Impsat, which was consummated on May, 9, 2007 (see Note 4 to our consolidated financial statements
included in this annual report on Form 10-K). Pursuant to a pledge and security agreement, entered inte on the
date of the acquisition, GC Impsat maintains a debt service reserve account in the name of the collateral agent for
the benefit of the note helders equal to two interest payments ($22 million) on the GC Impsat Notes until certain
cash flow metrics have been met. The amounts included in the debt service account are included in long term
restricted cash and cash equivalents.

The GC Impsat Notes are the senior unsgcured (other than with respect to the debt service reserve account)
abligations of GC Impsat and rank equal in right of payment with all of its other senior unsecured debt. Upon
consummation of the acquisition, the restricted subsidiaries of GC Impsat (including Impsat and most of its
subsidiaries) guaranteed the GC Impsat Notes on a senior unsecured basis, ranking equal in right of payment with
all of their other senior unsecured debt.

The indenture for the GC Impsat Notes limits GC Impsat’s and its restricted subsidiaries’ ability to, among
other things: (1) incur or guarantee additional indebtedness; (2) pay dividends or make other distributions;

{3} make certain investments or other restricted payments; (4) enter into arrangements that restrict dividends or
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other payments to GC Impsat from its restricted subsidiaries; (5) create liens; (6) sell assets, including capital
stock of subsidiaries; (7) engage in transactions with affiliates; and (8) merge or consolidate with other
companies or sell substantially all of its assets. All of these limitations are subject to a number of important
qualifications and exceptions set forth in the indenture.

After giving effect to the refinancing of approximately $216 million of debt assumed in the acquisition of
Impsat with the proceeds from the issuance of the GC Impsat Notes and other cash, at December 31, 2007 the
primary debt of Impsat that remains outstanding is approximately $22 million of bonds issued by Impsat’s
subsidiary in Colombia. These bonds bear interest at the Colombian consumer price index plus 8%. The
Colombia Bonds are repayable 50% in December 2008 and 50% in December 2010. We are investigating
potential options for refinancing the Colombia Bonds.

Term Loan Agreement

On May 9, 2007, we entered into a senior secured term loan agreement with Goldman Sachs Credit Partners
L.P. and Credit Suisse Securities (USA) LLC pursuant to which we borrowed $250 million on that date. The
Term Loan Agreement was amended on June 1, 2007 to, among other things, provide for the borrowing of an
additional $100 million on that date. These term loans (i) mature on May 9, 2012, with amortization of 0.25% of
principal repayable on a quarterly basis and the remaining principal due at maturity, (ii) bear interest at LIBOR
plus 6.25% per annum payable quarterly, (iii) have repayment premiums of 103% in the first year, 102% in the
second year and 101% in the third year, and (iv) are guaranteed by all of our subsidiaries and secured by
substantially all the assets of us and our subsidiaries, in each case other than those subsidiaries forming part of
our Latin American operations or our GCUK Segment. The Term Loan Agreement limits our and the guarantor
subsidiaries’ ability, among other things, to: (1) incur or guarantee additional indebtedness; (2) pay dividends or
make other distributions; (3) make certain investments or other restricted payments; (4) enter into arrangements
that restrict dividends or other payments to us from our restricted subsidiaries; (5) create liens; (6) sell assets,
including capital stock of subsidiaries; (7) engage in transactions with affiliates; and (8) merge or consolidate
with other companies or sell substantially all of our assets. All of these limitations are subject to a number of
important qualifications and exceptions set forth in the Term Loan Agreement. In addition, the Term Loan
Agreement includes financial maintenance covenants requiring our ROW Segment to maintain a minimum
consolidated cash balance at all times and requiring us to maintain, as of the end of each fiscal quarter starting
with June 30, 2008, a maximum ratio of consolidated debt to a designated measure of consolidated earnings.

In conjunction with the recapitalization pursuant to which we entered into the Term Loan Agreement, on
August 27, 2007, STT Crossing Ltd converted the Mandatorily Convertible Notes into approximately
16.58 million shares of common stock. Upon such conversion, the debt interests of STT Crossing Ltd. were
terminated. As consideration for the subordination of the Mandatorily Convertible Notes to the Term Loan
Agreement through the conversion date, we paid STT Crossing Ltd. a consent fee of $7.5 million in cash shortly
after closing in the second quarter 2007 and, at conversion of the Mandatorily Convertible Notes, an additional
fee paid in shares of common stock valued at $10.5 million. The 16.58 million shares of common stock received
by STT Crossing Ltd. included the shares representing the $10.5 million consent fee as well as shares valued at
$30 million representing foregone interest through the original scheduled mawrity date of the Mandatorily
Convertible Notes. The $18 million of consent fees was considered a debt modification and was recorded as a
reduction in the carrying value of the Mandatorily Convertible Notes during the second quarter of 2007. The $30
million of foregone interest is considered an inducement to convert and was recorded in other expense, net upon
conversion of the Mandatorily Convertible Notes in the third quarter of 2007. At conversion, the carrying value
of and all accrued interest on the notes, as well as the consent fee paid in common shares, all of which together
totaled $329 million, were reclassified to common stock and additional paid in capital.

A portion of the proceeds of the Term Loan Agreement was immediately used to repay in full our $55
million working capital facility with Bank of America, N.A (and other lenders), to cash collateralize $29 million
of letters of credit previously issued under the facility (or replacement thereof), and to fund a portion of the
Impsat acquisition. The working capital facility has been terminated and no further extensions of credit will be
made thereunder, Approximately $2 million of unamortized deferred financing fees related to the working capital
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facility were expensed in other income (expense), net in the consolidated statement of operations in 2007. The
remaining net proceeds of the Term Loan Agreements are being used for working capital and general corporate
purposes, which may include the acquisition of assets or businesses that are complimentary to our existing
business.

In satisfaction of an obligation under the Term Loan Agreement, in July 2007 we entered into an agreement
to mitigate the risk arising from the floating rate debt by hedging the term loans against interest risk volatility. As
of December 31, 2007, the hedge consists of two types of instruments: an interest rate swap for approximately
one year of floating (LIBOR + 6.25%) for fixed rate debt having a notional amount of $347 million, and interest
rate caps for the ensuing 1wo years having notional amounts between $340 million and $344 million.

Other Financing Activities

During 2007 we entered into debt agreements to finance various equipment purchases and software licenses.
The total debt obligation resulting from these agreements is $15 million. These agreements have terms that range
from 24 to 36 months and annual interest rates that generally range from 2.8% to 12%, with a weighted average
effective interest rate of 5.5%. In addition, we also entered into various capital leasing arrangements that
amounted to $73 million. These agreements have terms that range from 10 to 52 months and range generally
from 5.3% to 15.8% with a weighted average effective interest rate of 9.2%.

Cash Management Impacts

Condensed Consolidated Statements of Cash Flows

Year Ended

December 31, $ Increase/
2007 2006  (Decrease)

{in millions)

Net cash flows used in operating activities ...... ... ... ... ... .ciiiooi.... $ (15 $(63) $ 48
Net cash flows used in investing activities ... ............ccvcrrrnrrnernnnnn.s (330) (157) (173)
Net cash flows provided by (used in) financing activities .. ..................... 283 455 (172)
Net increase (decrease) in cash and cashequivalents .......................... $(62) $235 $(297)

Cash Flows from Operating Activities

Cash flows used by operating activities decreased in 2007 compared with 2006 primarily as a result of
additional cash receipts received from the sale of IRUs and prepayment of services. During 2007 we received
$174 million of cash receipts from the sale of IRUs and prepayment of services, including $42 million related to
the acceleration of maintenance payments due under previously sold IRUs, compared with $68 million during
2006. As discussed above in “- 2008 Outlook,” we expect our receipts from the sale of [RUs and prepayments of
services to significantly decrease in 2008 compared with 2007. Cash used by operating activities in 2007
compared with 2006 was negatively impacted by: (i) a reduction in days payable outstanding with key access
vendors; (ii) an increase in interest payments for debt incurred since September 30, 2006 including the Term
Loan Agreement issued in 2007, additional GCUK Notes issued in December 2006 and additional capital leases;
and (iii) increased restructuring payments primarily driven by the May 10, 2007 restructuring plan.

Cash Flows from Investing Activities

Cash flows used in investing activities increased in 2007 compared with 2006 primarily as a result of:
(i) $115 million of additional capital purchases primarily due to increased network capacity purchases due to
strong customer demand and capital purchases by Impsat since May 9, 2007; and (ii) a $65 million increase
in the change in restricted cash and cash equivalents primarily as a result of the collateralization of letters
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of credit issued under the Bank of America working capital facility upon retirement of that facility and the
requirement under the GC Impsat Notes indenture to maintain a debt service reserve account for benefit of the
note holders equal to two interest payments.

Cash Flows from Financing Activities

Cash flows provided by financing activities decreased in 2007 compared with 2006 primarily as a result of:
(i) $147 million less net cash inflow from financings after repayment of debt obligations; and (ii) $24 million of
additional principal payments for capital lease obligations. We have entered into significant capital lease
agreementis since January 1, 2007 to finance property and equipment purchases and expect to continue to enter
into significant additional capital leases in the future.

Contractual Cash Commitments
The following table summarizes our contractual cash commitments at December 31, 2007:

Less than 1 1-3 years 3-5years  More than

In millions Total year (2008) (2009-2010) (2011-2012) 5 years
Long-term debt obligationstV . .................... $1,953 $161 $286 $556 $ 950
Capital lease obligations .. .. .............. ... .... 227 62 89 20 56
Operating lease obligations . ..................... 1,086 105 191 181 609
Pension obligationst? . ... ... ... . ... 3 3 — — —
Purchase obligations® .. ... ... ... ............. 1,278 531 353 129 265
Total ... 34,547 $862 919 $886 $1,880

M Amount does not include any principal payments for the 5% Convertible Notes. See “—Liquidity and
Capital Resources” for further information related to the 5% Convertible Notes and the circumstances under
which principal and cash interest could be payable thereunder. The principal repayment of the GCUK Notes
of approximately $513 million includes $3 million and $510 million in the “Less than 1 year” and “More
than § years” section of the table, respectively. The $3 million represents the portion of the Designated
GCUK Cash Flow we expect to offer holders of the GCUK Notes within 120 days of December 31, 2007.
As the Designated GCUK Cash Flow will vary from period to period and we have not predicted early
purchases of the GCUK Notes beyond 2007. The pound sterling interest and principal due for the GCUK
Notes have been exchanged for all periods at the December 31, 2007 year end rate of 1.9929 U.S. dollars to
one pound sterling.

@ Amount relates to our current expected funding requirements in 2007 related to our defined benefit pension
plans. Funding amounts will vary yearly based on actuarial assumptions, company funding policy and
statutory funding requirements and therefore we have not included amounts beyond 2008.

3} Amounts represent contractual commitments with third parties to purchase network access services ($453
million), maintenance services for portions of our network and information technology ($366 million), other
purchase order commitments ($315 million), rental payments for restructured properties ($126 million), and
deferred reorganization costs related to our bankruptcy proceedings ($18 million).

Credit Risk

We are subject to concentrations of credit risk in our trade receivables. Although our receivables are
geographically dispersed and include customers both large and small and in numerous industries, our receivables
from our carrier sales channels are generated from sales of services to other carriers in the telecommunications
industry. As of December 31, 2007 and 2006, our receivables related to our carrier sales channels represented
approximately 43% and 56%, respectively, of our consolidated receivables. Also as of December 31, 2007 and
2006, our receivables due from various agencies of the U.K. Government together represented approximately
14% and 15%, respectively, of our consolidated receivables.

Currency Risk

The Venezuelan government has fixed the bolivar’s value to the U.S. dollar at Bs. 2,150 = $1.00, which
represents a value significantly greater than the bolivar’s prevailing value on the parallel market. As Venezuelan
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currency exchange control regulations do not permit us to exchange our cash and cash equivalents in local
currency into U.S. dollars at the official rate without specific governmental authorizations, these regulations
adversely affect our exchange rate risks for all dollar-denominated liabilities owed by our Venezuelan operating
subsidiaries and our ability to receive dividends or other funds transfers from those subsidiartes. As of
December 31, 2007, approximaiely $25 million of our cash and cash equivalents were held in Venezuelan
bolivars.

Off-Balance Sheet Arrangements

As of December 31, 2007 we did not have any off-balance sheet arrangements outstanding. The previously
issued Bank of America standby letiers of credit were collateralized by cash received from the issuance of the
$350 million senior secured term loans at the time that the Bank of America working capital facility was retired
during the second quarter of 2007.

Recently Issued Accounting Pronouncements

See Note 2, “Basis of Presentation and Significant Accounting Policies” and Note 13, “Income Tax”, to the
accompanying consolidated financial statements for a full description of recently issued accounting
proncuncements including the date of adoption and effects on results of operations and financial condition, where
applicable.

Discontinued Operations

Prior to August 13, 2004, we owned a business segment engaged in the subsea cable installation and
mainienance business: Global Marine. During the third quarter of 2004, we compieted the sale of Global Marine
to Bridgehouse for consideration of $1 million. No gain or loss was recorded on the sale. During the third quarter
of 2005, we completed the transfer of our forty-nine percent shareholding in SBSS, a joint venture primarily
engaged in the subsea cable installation and maintenance business in China, to Bridgehouse for consideration of
$14 million and recognized a gain of $8 million on the sale. For the year ended December 31, 2005, we
recognized $9 million of income from discontinued operations including the $8 million gain on the sale of our
equity interest in SBSS.

Restructuring Activities
2007 Restructuring Plans

During 2007, we implemented initiatives to generate operational savings which included organizational
realignment and functional consolidation resulting in the involumtary separation of approximately 220
employees. As a result of these initiatives, during 2007 we incurred a charge of $10 million for one-time
severance and related benefits which is included in selling, general and administrative expenses in the
consolidated statement of operations. On a segment basis, $2 million and $8 million were recorded to the GCUK
and ROW Segments, respectively. As of December 31, 2007, the remaining ltability related to these initiatives
was approximately $1 million, ali related to the ROW Segment,

We adopted a restructuring plan as a result of the Impsat acquisition (see Note 4, “Acquisitions,” to the
accompanying consolidated financial statements) under which redundant Impsat employees were terminated. As
a result we incurred cash restructuring costs of approximately $7 million for severance and related benefits. The
liabilities associated with this restructuring plan have been accounted for as part of the purchase price of Impsat.
As of December 31, 2007, the remaining liability related to these initiatives was approximately $7 million, all
related to the Impsat Segment.

2006 Restructuring Plan

During 2006, we adopted a restructuring plan as a result of the Fibernet acquisition (see Note 4,
“Acquisitions,” to the accompanying consolidated financial statements) under which redundant Fibernet
employees were terminated and certain Fibernet facility lease agreements will be terminated or restructured. As a
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result of these efforts we incurred cash restructuring costs of approximately $3 million for severance and related
benefits in connection with anticipated workforce reductions and $4 million for real estate consolidation. At
December 31, 2007, there is approximately $3 million of restructuring liabilities remaining all for real estate
consolidation. The liabilities associated with the restructuring plan have been accounted for as part of the
purchase price of Fibernet. It is anticipated that payment in respect of the restructuring activities will continue
through 2017 for real estate consolidation.

During 2007, adjustments to the facilities closure liability resulted in an increase of $3 million to accrued
restructuring costs, and a corresponding $3 million increase to goodwill, as compared to our preliminary
altocation of the acquisiticn costs of Fibernet.

2003 and Prior Restructuring Plans

Prior to our emergence from bankruptcy on December 9, 2003, we announced and implemented certain
restructuring activities to reduce our operating expenses and cash flow requirements. The restructuring activities
were taken as a result of the slow down of the economy and telecommunications industry as well as our efforts to
restructure while under chapter 11 bankruptcy protection. As a result of these activities, we eliminated
approximately 5,200 positions and vacated approximately 250 facilities. All amounts incurred for employee
separations were paid as of December 31, 2004 and it is anticipated that the remainder of the restructuring
liability, all of which relates to facility closings, will be paid through 2025.

The undiscounted facilities closing reserve, which represents estimated future cash flows, is composed of
continuing building lease obligations and broker commissions for the restructured sites (aggregating $153 million
as of December 31, 2007), offset by anticipated receipts from existing and future third-party subleases. As of
December 31, 2007, anticipated third party sublease receipts were $130 million, representing $67 million from
subleases already entered into and $63 million from subleases projected to be entered into in the future.

Included in the $76 million of deductions in 2007 is approximately $10 million related to the settlement and
termination of existing real estate lease agreements for technical facilities, $33 million related to the decision to
change the use of restructured facilities from idle assets to productive assets, including $31 million related to the
development of our European collocation business, with the remainder related to third-party lease payments net
of third-party subleases receipts. Upon the changes in use, the restructuring reserve for the facilities was released.
If we change the use of any other restructured facilities, we will release the related restructuring reserve.

During the year ended December 31, 2006, we decreased our restructuring facility reserve for facility
closings by $37 million. Included in the $37 million of deductions in 2006 were approximately $6 million related
to the purchase of a partiaily restructured technical facility and approximately $31 million related to third-party
lease payments net of third party sublease receipts. Upon transfer of ownership of the technical facility, our
building lease obligation and remaining facilities closing reserves were extinguished.

Inflation

We do not believe that our business is impacted by inflation to a significantly different extent than the
general economy.

74




ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In the nermal course of business we are exposed to market risk arising from changes in interest rates and
foreign currency exchange rates that could impact our cash flows and earnings. We selectively use financial
instruments to manage these risks,

Interest Rate Risk

The table below provides information about our interest rate sensitive financial instruments and constitutes a
“forward looking statement.” For future indebtedness, to the extent we are subject to interest rate risk, our policy
is to manage interest rates through use of a combination of fixed and floating rate debt. Interest rate swaps or
other derivatives may be used to adjust interest rate exposures when appropriate based upon market conditions.
Our objective in managing exposure to changes in interest rates is to reduce volatility on earnings and cash flow
associated with such changes.

Principal (Notional Amount by Expected Maturity) December 31, 2007 December 31, 2006

Fair Fair
2008 2009 2010 2011 2012 Thereafter Total Value Total  Value
(in millions)
LONG TERM DEBT
(INCLUDING CURRENT
PORTION)
FixedRate ................ s 34 § 1 SIS0 $§ — $735 5901} $921 $938 51,137
Average interestrates ....... 85% 86% 8i% 97% 108% 108%
Variable Rate
Term Loan Agreement . . . .. .. 34 $4 354 8§ 4 §$332 5 — $348  $348 —_ —
Average interest rates(?
Colombian Notes ........... st 5— $11 8 — § — 3 — $2 $22 — —

Average interest rates@

(1} The interest rate is LIBOR + 6.25% which was a total of 11.2% as of December 31, 2007.
@  The interest rate is the Colombian consumer price index +8% which was a total of 13.7% as of
December 31, 2007.

The term loans under the Term Loan Agreement (i) mature on May 9, 2012, with amortization of 0.25% of
principal repayable on a quarterly basis and the remaining principal due at maturity, and (ii) bear interest at
LIBOR plus 6.25% per annum payable quarterly.

In satisfaction of the obligation under the Term Loan Agreement, we entered into an agreement in July 2007
to mitigate the risk arising from the floating rate debt by hedging the term loans against interest risk volatility. As
of December 31, 2007, the hedge consists of two types of instruments: interest rate swaps and interest rate caps.

The table below discloses the key terms of the hedge:

December 31, 2007
Fixed Swap Rate/  Notional Amount  Fair Value Assets

Hedging Instruments Effective date  Termination date  Cap Strike Rate (in millions) (liabilities)
Interest Rate Swap ....... 11/9/2007 2/11/2008 5.375% 3347 $(
Interest Rate Swap ....... 2/11/2008 5/9/2008 5.375% $347 $—
Interest Rate Cap ........ 5/9/2008 571142009 5.75% $344 $—
Interest Rate Cap ........ 5/11/2009 11/9/2009 6.25% $342 $—
Interest Rate Cap ........ 11/9/2009 5/10/2010 6.75% $340 $—

As a result of the Impsat acquisition, we assumed notes that bear a variable interest rate that is based on the
Colombian consumer price index plus 8%. The Colombian Bonds are repayable 50% in December 2008 and 50%
in December 2010. At December 31, 2007, the carrying value of the Colombian Bonds is $22 million.
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Foreign Currency Risk

The table below provides information about our financial instruments subject to currency risk and
| constitutes a “forward looking statement.”

December 31, December 31,
Principal (Notional Amount by Expected Maturity) 2007 2006

Fair Fair
2008 2009 2010 2011 2012 Thereafter ‘Fotal Value Total Value

(in millions)

LONG TERM DEBT

(INCLUDING CURRENT

PORTION)

Swiss Francs ................. $  — 8§ — 8 — % 6 % — 8 — S$ 686 —_ =
Average interestrates . ......... 11.5% 11.5% 11.5% 11.5%

Colombian Pesos ............. $ 11 $§ — % 11 § — % — § — $22 322 - -
Average interest rates(!

BritishPounds ............... $ 2 8§ — % — % — § — 5 311 $313 3313 3308 $333
Average interestrates .. ........ 1L.7%% 11.75% 11.75% 11.75% 11.75% 11.75%

(' The interest rate is the Colombian consumer price index +8% which was a total of 13.7% as of
December 31, 2007,

During 2006 we entered into a foreign exchange forward contract with ABN AMRO bank related to our
Fibernet acquisition. At inception, $97 million was exchanged for approximately 52 million pounds sterling. The
purpose of the contract is to mitigate the foreign exchange exposure related to the purchase price of Fibernet
which was denominated in pounds sterling. In the 2006 statement of operations, we recorded an approximate $5
million loss related to the change in fair value of the contract in other income, net. The contract expired in
January 2007 at which time we did not record a material charge to the statement of operations.

In order to better manage our foreign currency risk, we entered into a five-year cross- currency interest rate
swap transaction which expires in 2009 with an affiliate of Goldman Sachs & Co. to minimize exposure of any
dollar/sterling currency fluctuations related to interest payments on the $200 million U.S. dollar-denominated
GCUK Notes. The swap transaction converts the U.S. dollars to pounds sterling at a rate of GBP1 to $1.945. The
noticnal value of the cross-currency swap is equal to the U.S. dollar denominated GCUK Notes principal. At
December 31, 2007 and 2006, the fair value of the cross-currency swap was a liability of $4 million and $5
million, respectively.

See “—Liquidity and Capital Resources,” for information on our indebtedness.

We have not entered into, and do not intend to enter into, financial instruments for speculation or trading
purposes. Additional information regarding financial instruments is contained in Note 12, “Debt” and Note 21,
“Financial Instruments,” to the accompanying consolidated financial statements included in this annual report on
Form 10-K. :

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

See the index included on page F-1 of this annual report on Form 10-K, “Index to Consolidated Financial
Statements and Schedule.”

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures (as defined in Rule 13(a) -15(e)) are controls and other procedures that
are designed to ensure that information required to be disclosed by a public company in the reports that it files or
submits under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls
and procedures designed to ensure that information required to be disclosed by a public company in the reports
that it files or submits under the Exchange Act is accumulated and communicated to the company’s management,
including its principal executive and principal financial officers, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure. Disclosure controls and procedures inciude
many aspects of internal control over financial reporting (as defined later in this Item 9A).

In connection with the preparation of this annual report on Form 10-K, management, with the participation
of ocur Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure
controls and procedures, pursuant to Rule 13a-15 under the Exchange Act. Based upon management’s evaluation,
our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and
procedures were effective at a reasonable assurance level as of December 31, 2007.

Management’s Report on Internal Centrol over Financial Reporting

Management of GCL is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rule 13a-15(f) under the Exchange Act. Internal control over financial reporting refers to
a process designed by, or under the supervision of, our Chief Executive Officer and Chief Financial Officer and
effected by our board of directors, management and other personnel, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles, including those policies and procedures that:

* pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of our assets;

» provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that our receipts
and expenditures are being made only in accordance with authorizations of our management and
directors; and

= provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting cannot provide absolute
assurance of the prevention or detection of misstatements. In addition, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

With the participation of the Chief Executive Officer and the Chief Financial Officer, our management
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the criteria
established in fnternal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (the “COSO Criteria™). Management reviewed the results of its assessment with the
Audit Committee of our Board of Directors. Based on its evaluation, our management concluded that our internal
control over financial reporting was effective as of December 31, 2007.

The scope of management’s evaluation excluded Impsat, which we acquired on May 9, 2007, pursuant to
Frequently Asked Question No. 3 (Oct. 6, 2004) regarding Release No. 34-47986, “Management’s Report on
Internal Control Over Financial Reporting and Certification of Disclosure in Exchange Act Periodic Reports”
(June 5, 2003). Accordingly, management’s assessment of our internal control over financial reporting does not
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include internal control over financial reporting of Empsat, which represented 24% of our consolidated total
assets at December 31, 2007, and 10% of our consolidated revenues and 30% of our consolidated Adjusted Cash
EBITDA for the year then ended. As described below, we have identified the following issues reiating to Impsat.

Additional Information Regarding Impsat

As previously disclosed, and as discussed more fully in Item 3, “Legal Proceedings,” in October 2006, two
Impsat employees were indicted by the Paraguayan Prosecutor's Office in connection with an investigation
relating to the contracting and bidding process at CONATEL, a public entity in Paraguay, which contracted with
Joint-venture entities in 2000 and 2001 in which Impsat was a participant. In conjunction with an agreement with
the Prosecutor, the indictments against the Impsat employees have been conditionally dismissed.

Since the May 9, 2007 acquisition, we have been engaged in the process of integrating the Impsat business
into our consolidated operations. As part of this process, management is conducting a review of the controls and
procedures intended to ensure compliance with applicable laws in the United States and certain foreign countries
in which Impsat operates, including the U.S. Foreign Corrupt Practices Act (“FCPA™). As part of this effort, we
became aware of certain 1ssues with respect to Impsat’s use of third-party agents, including the existence of two
other government investigations (described below) related to Impsat, that were not known to us at the time of the
May 9, 2007 acquisition.

» In February 2003, as part of an investigation into contract procurement procedures at the Argentine
Border Patrol (Gendarmeria Nacional), an Argentine government agency with which Impsat had a
longstanding contractual relationship, the Asgentine Anti-Corruption Office {Oficina Anticorrupcién}
filed a complaint that resulted in the criminal indictment of four Impsat employees. The charges against
all defendants were dismissed for lack of sufficient evidence in August 2007, and the dismissal became
final and unappealable in September 2007.

* The Colombian National Attorney General (Procuraduria General de la Nacién (“NAG™)) published a
decision in November 2007 (the “NAG Decision”) finding (as part of broader allegations unrelated to
Impsat) that funds originated with Impsat had been used by a contractor retained by Impsat to bribe an
official within Colombia’s homeland security agency (Departamento Administrativo de Seguridad
{“DAS™). Impsal retained the contractor in question in 2003 and paid him approximately $44,000 in
2004; we have not been able to determine whether any of these funds went to DAS officials. The NAG
Decision included a referral of the report and its findings to the criminal prosecutor, and the referral
included specific reference to Impsat. One DAS official has been criminally convicted in connection
with a related investigation, and criminal proceedings are pending against two other individuals
{including a former senior official at DAS).

After learning of these investigations, we commenced an internal review of certain agent relationships and
government contracts and potential unauthorized payments in Latin American countries, and have engaged
outside counsel and accounting advisors to assist in the review. Additionally, in connection with a post-
acquisition deployment of Global Crossing’s ethics policy that included employee certifications of compliance,
we were informed by two Impsat employees that, in 2005 and 2006, Impsat made payments of approximately
$19,000 to a government official to allow performance of construction work notwithstanding the fact that
required permits were not cbtained.

The facts developed in our review to date show that: first, although Impsat had policies in place prior to our
May 9, 2007 acquisition relating to FCPA compliance and contracting with third-party agents, those policies
were not implemented; second, Impsat’s documentation relating to third-party agents and certain government
contracts was not sufficient; and third, the corporate environment at Impsat did not reflect a sufficient focus by
senior management on the promotion of, and compliance by the Company with, these policies. As of the date
hereof, our review is ongoing, and may lead to the discovery of additional facts and/or violations of law.
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Since the May 9, 2007 acquisition of Impsat, to enhance Global Crossing’s internal controls relating to the
FCPA and other laws applicable to our business in Latin America, management has been in the process of
implementing the following changes:

» Adopting new policies and procedures for our Latin American operations covering the retention of
third-party agents in connection with government contracts, which are intended to enhance FCPA
compliance substantially and to ensure that any employees involved in any of the Company’s
relationships with third-party agents, as well as the agents themselves, understand and agree to abide by
the Company’s commitment to FCPA compliance. These policies and procedures, which are currently
being implemented, are being reviewed further to determine sufficiency in response to the discovery of
the issues described above:

* Extending the Company’s ethics policy to all former Impsat employees who are employees of the
Company and providing additional training;

* Requesting all former Impsat employees who now work for the Company to review and certify
compliance with the Company’s ethics policy;

« Hiring an experienced director of external reporting and technical accounting within Impsat; and

» Establishing and staffing a legal department and an internal audit department within Impsat separate
from its other operational support groups.

In addition, we are in the process of developing and reviewing other ways to enhance our controls over
compliance with the FCPA and other laws applicable to our business and to educate our workforce further
concerning the ethical business practices expected of all Global Crossing employees, and to promote a culture
throughout our global operations that espouses the values embodied in our ethics policy, including compliance
with law and regulation. We will develop and implement other remediation plans as appropriate in connection
with the investigation (or otherwise).

Our independent registered public accounting firm, Emst & Young LLP, has audited and issued a report
expressing its opinion on the effectiveness of our internal control over financial reporting. Ernst & Young LLP’s
report appears below in this [tem 9A.

Changes in Internal Control over Financial Reporting

On October 11, 2006, we took control of Fibernet. During 2007, we migrated Fibernet’s financial reporting
systems to Global Crossing’s SAP financial reporting system. We consider this migration a material change in
our internal control over financial reporting.

On May 9, 2007, we acquired Impsat. We are currently in the process of incorporating Impsat’s internal
controls into our control structure and migrating overlapping processes and systems to legacy Global Crossing
processes and systems. We consider the ongoing integration of Impsat a material change in our internal control
over financial reporting.

Except for the items noted above, there were no other material changes in our internal control over financial
reporting during the year ended December 31, 2007.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Global Crossing Limited

We have audited Global Crossing Limited’s internal control over financial reporting as of December 31,
2007, based on criteria established in Internal Control-Integrated Framework issued by the Commiitee of
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Global Crossing Limited’s
management is responsible for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion
on the company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3} provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

As indicated in the accompanying Management’s Report on Internal Control Over Financial Reporting,
management’s assessment of and conclusion on the effectiveness of internal control over financial reporting did
not include the internal controls of Impsat Fiber Networks, Inc. and subsidiaries, which is included in the
December 31, 2007 consolidated financial statements of Global Crossing Limited and constituted $648 million
and $30 million of total and net assets, respectively, as of December 31, 2007 and $221 million and $16 million
of revenues and net loss, respectively, for the year then ended. Our audit of internal control over financial
reporting of Global Crossing Limited also did not include an evaluation of the internal control over financial
reporting of Impsat Fiber Networks, Inc. and subsidiaries.

In our opinion, Global Crossing Limited maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2007, based on the COSO criteria.
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We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Globa! Crossing Limited as of December 31, 2007 and 2006,
and the related consolidated statements of income, comprehensive income, and cash flows for each of the three
years in the period ended December 31, 2007 of Global Crossing Limited, and our report dated March 7, 2008
expressed an unqualified opinion thereon.

/s! ERNST & YOUNG

Iselin, New Jersey
March 7, 2008

ITEM 9B. OTHER INFORMATION

None.
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information called for by this Item 10 will be contained in our definitive proxy statement for use in
connection with our annual general meeting of shareholders to be held in June 2008. Such information is
incorporated into this annual report on Form 10-K by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information called for by this Item L1 will be contained in our definitive proxy statement for use in
connection with our annual general meeting of shareholders to be held in June 2008. Such information is
incorporated into this annual report on Form 10-K by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information called for by Item 201(d) of Regulation S-K regarding securities authorized for issuance
under equity compensation plans is contained in Item 5 above under the caption “Equity Compensation Plan
Information.” The other information called for by this Item 12 will be contained in our definitive proxy statement
for use in connection with our annual general meeting of shareholders to be held in June 2008. Such information
is incorporated into this annual report on Form 10-K by reference.

ITEM 13, CERTAIN RELATIONSHIFPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information called for by this Item 3 will be contained in our definitive proxy statement for use in
connection with our annual general meeting of shareholders to be held in June 2008. Such information is
incorporated into this annual report on Form 10-K by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information called for by this Item 14 will be contained in our definitive proxy statement for use in
connection with our annual general meeting of shareholders to be held in June 2008. Such information is
incorporated into this annual report on Form 10-K by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

{(a) List of documents filed as part of this report:

1. Financial Statements-Included in Part 11 of this Form 10-K:

Report of Independent Registered Public Accounting Firm: Emst & Young LLP.
Consolidated Balance Sheets as of December 31, 2007 and December 31, 2006.

Consolidated Statements of Operations for the years ended December 31, 2007, 2006 and 2005,

Consolidated Statements of Shareholders’ Equity (Deficit) for the years ended December 31, 2007,
2006 and 2005.

Consolidated Statements of Cash Flows for the years ended December 31, 2007, 2006 and 2005,

Consolidated Statements of Comprehensive Loss for the years ended December 31, 2007, 2006 and

2005.

Notes to Consolidated Financial Statements

2. Financial Statement Schedules—Included in Part I1 of this Form 10-K:

Schedule Il—Valuation and Qualifying Accounts

3. Exhibit Index:

Exhibit Number

Exhibit

2.1

22

23

2.4

25

2.6

2.7

Purchase Agreement among Global Crossing Ltd., Global Crossing Holdings Ltd., Joint
Provisional Liquidators of Global Crossing Ltd. and Global Crossing Holdings Lid. (the
“JPLs”), Singapore Technologies Telemedia Pte Ltd, and Hutchison Telecommunications
Ltd., dated as of August 9, 2002 (incorporated by reference to Exhibit 2.12 of Global Crossing
Ltd."s 2001-2002 annual report on Form 10-K filed on December 8, 2003 (the “2002 10-K™)).

Amendment No. 1 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings Ltd., the JPLs, Singapore Techneologies Telemedia Pte Ltd, and Hutchison
Telecommunications Litd. dated as of December 20, 2002 (incorporated by reference to
Exhibit 2.13 of the 2002 10-K).

Amendment No. 2 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings Litd., the JPLs and Singapore Technologies Telemedia Pte Ltd, dated as of May 13,
2003 (incorporated by reference to Exhibit 2.14 of the 2002 10-K).

Amendment No. 3 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings, Ltd. and Singapore Technologies Telemedia Pte Ltd dated as of October 13, 2003
(incorporated by reference to Exhibit 2.15 of the 2002 10-K).

Amendment No. 4 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings Ltd., the JPLs and Singapore Technologies Telemedia Pte Ltd dated as of November
14, 2003 (incorporated by reference to Exhibit 2.16 of the 2002 [0-K).

Amendment No, 5 to Purchase Agreement among Global Crossing Lid., Global Crossing
Holdings Ltd., the JPLs and Singapore Technologies Telemedia Pte Ltd dated as of
December 3, 2003 (incorporated by reference to Exhibit 2.17 of the 2002 10-K).

Disclosure Statement, including Proposed Plan of Reorganization of Global Crossing Lid.,
dated as of October 21, 2002 (incorporated by reference to Global Crossing Lid.’s Current
Report on Form 8-K, filed on October 28, 2002).
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Exhibit Number

Exhibit

2.8

29

2.10

2.11

2.12

2.13

3.1

32

33

34

35
4.1

4.2

4.3

Confirmation Order, dated as of December 26, 2002, confirming Global Crossing Ltd.’s Joint
Plan of Reorganization (incorporated by reference to Exhibit 99.2 to Global Crossing Ltd.’s
Current Report on Form 8-K, filed on January 10, 2003),

Asset Purchase Agreement by and between Global Crossing Telecommunications, Inc. and
Matrix Telecom, Inc. dated as of March 19, 2005 (incorporated by reference to Exhibit 2.9 to
GCL’s Quarterly Report on Form 10-Q, filed on May 10, 2005). (The schedules and exhibits
have been omitted pursuant to Itern 601(b)(2} of Regulation $-K. Pursuant to this regulation,
Global Crossing Limited (“GCL”) hereby agrees to furnish a copy of any such instrument to
the SEC upon request.)

Asset Purchase Agreement between Global Crossing Holdings Limited (“GCHL") and
WestCom Corporation, dated as of March 25, 2005 (incorporated by reference to Exhibit 2.10
to GCL’s Quarterly Report on Form 10-Q, filed on May 10, 2005). (The schedules and
exhibits have been omitted pursuant to Item 601(b}(2) of Regulation S-K. Pursuant to this
regulation, GCL hereby agrees to furnish a copy of any such instrument to the SEC upon
request. GCL received approval of its request for confidential treatment with respect to
portions of this Exhibit. An unredacted version of this Exhibit has been filed separately with
the SEC.)

Agreement and Plan of Merger by and among GCL, GC Crystal Acquisition, Inc.
(“GC Crystal”), and Impsat Fiber Networks, Inc. (“Impsat™), dated as of October 25, 2006
(incorporated by reference to Exhibit 2.1 to Impsat’s Current Report on Form 8-K, filed on
October 30, 2006).

Amendment to Agreement and Plan of Merger by and among GCL, GC Crystal, and Impsat,
dated as of February 22, 2007 (incorporated by reference to Exhibit 2.1 to GCL’s Current
Report on Form 8-K, filed on February 23, 2007).

Second Amendment to Agreement and Plan of Merger by and among GCL, GC Crystal, and
Impsat, dated as of March 15, 2007 (incorporated by reference to Exhibit 2.13 of GCL’s 2006
Annual Report on Form 10-K, filed on March 16, 2007).

Amended and Restated Constitutional Documents of GCL (filed herewith).

Centificate of Deposit of Memorandum of Increase of Share Capital, dated June 3, 2004 (filed
herewith).

Certificate of Deposit of Memorandum of Increase of Share Capital, dated July 18, 2006 (filed
herewith).

Certificate of Deposit of Memorandum of Increase of Share Capital, dated June 29, 2007
(filed herewith).

Amended and Restated Bye-Laws of GCL dated as of June 12, 2007 (filed herewith).

Form of stock certificate for common stock of GCL (formerly GC Acquisition Lid.)
(incorporated by reference to Exhibit 4.1 of the 2002 10-K).

Certificate of Designations of 2.0% Cumulative Senior Preferred Shares of GCL (formerly
GC Acquisition Ltd.), dated as of December 9, 2003 (incorporated by reference to Exhibit 4.2
of GCL’s 2003 Annual Report on Form 10-K, filed on March 26, 2004 (ihe “2003 10-K™)).

Written Consent of STT Crossing Ltd., the Sole Holder of the 2.0% Cumulative Senior
Convertible Preferred Shares of GCL, dated as of May 23, 2006 (incorporated by reference to
Exhibit 99.3 of GCL’s current report on Form 8-K, filed May 30, 2006 (the “May 30, 2006
8-K™).
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‘ Exhibit Number Exhibit

‘ 44 Restructuring Agreement dated as of October 8, 2004, among GCL, GCHL, Global Crossing
North American Holdings, Inc., Global Crossing (UK) Telecommunications Limited
(“*GCUK™), STT Crossing Lid,, STT Hungary Liguidity Management Limited Liability
Company, and STT Communications Ltd. (incorporated by reference to Exhibit 4.6 of GCL’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 filed on November
15, 2004 (the “September 30, 2004 10-Q™)).

4.5 Amendment No, | to Restructuring Agreement, dated as of December 10, 2004, among GCL,
GCHL, Global Crossing North American Holdings, Inc., GCUK, STT Crossing Lid., STT
Hungary Liquidity Management Limited Liability Company, and STT Communications Ltd.
(incorporated by reference to Exhibit 10 of GCL's current report on Form 8-K filed on
December 13, 2004).

4.6 Amendment No. 2 to Restructuring Agreement, dated as of May 30, 2006, among GCL,
GCHL, Global Crossing North American Holdings, Inc., GCUK, STT Crossing Ltd., and STT
Communications Lid. (incorporated by reference to Exhibit 99.4 of GCL's Current Report on
Form R-K, filed on June 1, 2006 (the “June 1, 2006 8-K™).

4.7 Indenture dated as of December 23, 2004, by and among Global Crossing (UK) Finance Plc
(“GCUK Finance'™), GCUK, the other subsidiarics of GCUK guaranteeing the notes,
STT Communications Lid., as optionholder, AIB/BNY Fund Management (lreland) Limited,
as Irish paying agent, and The Bank of New York, as trustee, relating to the approximately
$404 million aggregate original principal amount of senior secured notes due 2014
(incorporated by reference to Exhibit 4.2 of GCL’s current report on Form 8-K, filed on
December 30, 2004 (the “December 30, 2004 8-K')).

4.8 Debenture, dated as of December 23, 2004, between GCUK and GCUK Finance, as chargors,
in favor of The Bank of New York, as collateral agent (incorporated by reference to Exhibit
4.3 of the December 30, 2004 8-K).

4.9 Security Arrangement Agreement, dated as of December 23, 2004, by and among
STT Communications Ltd., STT Crossing Ltd., STT Hungary Liquidity Management Limited |
Liability Company, The Bank of New York, as trustee and collateral agent, GCUK, certain of
its subsidiaries as obligors and the Hedging Counterparties named therein (incorporated by
reference to Exhibit 4.4 of the December 30, 2004 8-K).

|
4.10 Supplemental Indenture, dated as of December 28, 2006, among Fibernet Group Limited,
Fibermnet UK Limited and Fibernet Limited, GCUK Finance, GCUK and The Bunk of New York,
as trustee, relating to the approximately 52 million pounds sterling aggregate original principal
amount of senior secured notes due 2014 (incorporated by reference to Exhibit 4.1 to GCL’s
current report on Form 8-K filed on December 29, 2006 (the “December 29, 2006 8-K™)).

4,11 Indenture dated as of May 18, 2006 between GCL and Wells Fargo Bank, N.A. as trustee
relating to debt securities to be issued from time to time under GCL’s shelf registration
statement filed on April 21, 2006 (incorporated by reference to Exhibit 4.1 of GCL's
Quarterly Report on Form 10-Q for the quarter ended June 30, 2006 10-Q, filed on August 9,
2006).

4.12 First Supplemental Indenture dated as of May 30, 2006 to the Indenture dated as of May 18,
2006 between GCL and Wells Fargo as trustee relating to the $143.75 million aggregate
original principal amount of GCL’s 5.0% Convertible Senior Notes due 2011 (incorporated by
reference to Exhibit 99.1 of the June 1, 2006 8-K).

4.13 Pledge Agreement dated as of May 30, 2006 between GCL and Wells Fargo as trustee and
securities intermediary relating to the $143.75 million aggregate original principal amount of
GCL’s 5.0% Convertible Senior Notes due 2011 (incorporated by reference to Exhibit 99.2 of
the June 1, 2006 8-K).
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Exhibit Number

Exhibit

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

422

423

424

4.25

Indenture dated as of February 14, 2007 between GC Impsat Holdings I Ple (“GC Impsat™)
and Wells Fargo Bank, N.A._ as trustee and Wells Fargo Bank, National Association, as escrow
agent relating to $225,000,000 in aggregate principal amount of GC Impsat’s 9.875% senior
notes due 2017 (incorporated by reference to Exhibit 4.1 GCL’s current report on Form 8-K,
filed on February 20, 2007 (the “February 20, 2007 8-K™)).

Escrow and Security Agreement dated as of February 14, 2007 between the GC Impsat
Holdings 1 Plc as Depositor, Wells Fargo Bank, N.A as Escrow Agent and Wells Fargo Bank,
N.A. as trustee relating to debt securities to be issued from time to time under GCL’s shelf
registration statement filed on April 21, 2006 (incorporated by reference to Exhibit 4.2 to the
February 20, 2007 8-K).

Credit and Guaranty Agreement between GCL, certain subsidiaries of GCL, the Lenders party
thereto, Goldman Sachs Credit Partners L.P., as Administrative Agent and Collateral Agent
and Credit Suisse Securities (USA) LLC, as Syndication Agent, dated as of May 9, 2007
(incorporated by reference to Exhibit 4.2 of GCL’s current repert on Form 8-K, filed on
June 7, 2007 (the “June 7, 2007 8-K™)).

Amendment No. 1 to the Credit and Guaranty Agreement between GCL, certain subsidiaries
of GCL, the Lenders party thereto, Goldman Sachs Credit Partners L.P., as Administrative
Agent and Collateral Agent and Credit Suisse Securities (USA) LLC, as Syndication Agent,
dated as of June 1, 2007 (incorporated by reference to Exhibit 4.1 of the June 7, 2007 8-K).

Amendment No. 2 to the Credit and Guaranty Agreement between GCL, certain subsidiaries
of GCL and Goldman Sachs Credit Partners L.P., as Administrative Agent and Collateral
Agent, dated as of September 10, 2007 (filed herewith).

Amended and Restated Subordination and Intercreditor Agreement, between GCL, Collateral
Agent, STT Crossing Lid., and Wells Fargo Bank, National Association as Trustee, dated
June 1, 2007 (incorporated by reference to Exhibit 4.3 of the June 7, 2007 8-K).

Recapitalization Agreement, dated May 9, 2007, between GCL. and STT Crossing Litd.
(incorporated by reference to Exhibit 4.4 of the June 7, 2007 8-K).

First Amendment to Recapitalization Agreement, dated June 1, 2007, between GCL and STT
Crossing Ltd. (incorporated by reference to Exhibit 4.5 of the June 7, 2007 8-K)

Registration Rights Agreement, dated as of December 9, 2003, between GCL and Singapore
Technologies Telemedia Pte Ltd, relating to common and preferred shares (incorporated by
reference to Exhibit 10.10 of the 2003 10-K).

Amendment No. 1 to Registration Rights Agreement, dated as of December 23, 2004, by and
among GCL, STT Crossing Ltd and STT Hungary Liquidity Management Limited Liability
Company (incorporated by reference to Exhibit 10.1 of the December 30, 2004 3-K).

Amendment No. 2 to Registration Rights Agreement, dated as of May 23, 2006, between GCL
and STT Crossing Ltd (incorporated by reference to Exhibit 99.1 of the May 30, 2006 8-K).

Registration Rights Agreement, dated as of December 23, 2004, by and among GCL,
STT Crossing Ltd and STT Hungary Liquidity Management Limited Liability Company,
relating to Convertible Notes (incorporated by reference to Exhibit 10,2 of the December 30,
2004 8-K).

Except as hereinabove provided, there is no instrument with respect to long-term debt of GCL
and its consolidated subsidiaries under which the total authorized amount exceeds 10 percent
of the total consolidated assets of GCL. GCL agrees to furnish to the SEC upon its request a
copy of any instrument relating to long-term debt.

86




Exhibit Number

Exhibit

10.1

10.2

10.3

104

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

Employment Agreement dated as of December 9, 2003 between John J. Legere and GCL
(formerly GC Acquisition Ltd.) {incorporated by reference to Exhibit 10.3 to the 2003 10-K).*

Employment Agreement dated as of August 15, 2006 between John J. Legere and GCL
(incorporated by reference to Exhibit 10.1 of GCL’s Quarterly Report on Form 10-Q for the quarter
ended September 30, 2006, filed on November 9, 2006 (the “September 30, 2006 10-Q™)).*

GCL Key Management Protection Plan, as amended and restated effective as of December 10,
2005 (incorporated by reference to Exhibit 10.4 of GCL’s annual report on Form 10-K, filed
on March 16, 2006 (the “2005 10-K")).*

2003 Global Crossing Limited Stock Incentive Plan, as amended on June 12, 2007
(incorporated by reference to Exhibit 10.4 of GCL's Quarterly Report on Form 10-Q for the
quarter ended June 30, 2007, filed on August 9, 2007 (the “June 30, 2007 10-Q™)).*

Form of Non-Qualified Stock Option Agreement applicable to executive officers of GCL
(formerly GC Acquisition Ltd.) (incorporated by reference to Exhibit 10.9 of the 2002 10-K).*

Form of Non-Qualified Stock Option Agreement applicable to John J. Legere (incorporated by
reference to Exhibit 10.14 of the September 30, 2004 10-Q).*

Form of Restricted Stock Unit Agreement applicable to directors and executive officers of
GCL (incorporated by reference to Exhibit 10.8 of the 2005 10-K).*

Form of Restricted Stock Unit Agreement applicable to John J. Legere (incorporated by
reference to Exhibit 10.15 of the September 30, 2004 10-Q).*

Form of Performance Based Restricted Stock Unit Agreement applicable to directors and
executive officers of GCL (incorporated by reference to Exhibit 10.10 of the 2005 10-K).*

Form of Performance Based Restricted Stock Unit Agreement applicable to John J. Legere
(incorporated by reference to Exhibit 10.11 of the 2005 10-K).*

Global Crossing Limited Senior Executive Short Term Incentive Compensation FPlan
(incorporated by reference to Exhibit 10.7 to the 2003 10-K).*

Summary of terms of Global Crossing Senior Leadership Performance Program approved by
the Board of Directors on November 19, 2004 (incorporated by reference to Exhibit 10.11 to
the 2004 10-K).*

Form of Indemnity Agreement applicable to directors and Executive Commitiee members of
GCL (incorporaied by reference to Exhibit 10.16 of the September 30, 2004 10-Q).*

Form of Indemnity Agreement applicable to directors and officers of subsidiaries of GCL
(incorporated by reference to Exhibit 10.4 of the June 30, 2007 10-Q).*

Cooperation Agreement dated as of December 9, 2003, between GCL (formerly
GC Acquisition Ltd.) and the individuals signatory thereto in their capacities as Estate
Representative under the Plan of Reorganization and as, or on the behalf of, the Liquidating
Trustee under a liquidating trust agreement (incorporated by reference to Exhibit 10.8 to the
2003 10-K).

Liquidating Trust Agreement among Global Crossing Ltd. and its debtor subsidiaries
signatory thereto and the individuals signatory thereto in their capacity as the liquidating
trustee (incorporated by reference to Exhibit 99.2 of GCL’s current report on Form 8-K filed
on December 23, 2003).
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Exhibit Number Exhibit

10.17 Network Security Agreement dated as of September 24, 2003, between Global Crossing Ltd.,
GCL (formerly GC Acquisition Ltd.), Singapore Technologies Telemedia Pte Ltd, the Federal
Bureau of Investigation, the U.S. Department of Justice, the Department of Defense and the
Department of Homeland Security (incorporated by reference to Exhibit 10.13 of the 2002
10-K) (the “Network Security Agreement”).

10.18 Amendment ! to the Network Security Agreement dated as of February 1, 2007, between
GCL (formerly GC Acquisition Ltd.}, Singapore Technologies Telemedia Pte Ltd, the Federal
Bureau of Investigation, the U.S. Department of Justice, the Department of Defense and the
Department of Homeland Security (filed herewith).

10.19 Employment Agreement, as amended, dated as of September 4, 2000, between Phil Metcalf
and Global Crossing Network Centre (UK) Ltd. (incorporated by reference to Exhibit 10.2] to
GCL’s Quarterly Report on Form 10-Q, filed on May 10, 2005).*

10.20 Global Crossing Limited 2005 Annual Bonus Program (incorporated by reference to Exhibit
10.22 to GCL’s Quarterly Report on Form 10-Q, filed on May 10, 2005).*

10.21 Employment Agreement, dated as of June 1, 2007, between Héctor Alonso and GCL
{incorporated by reference to Exhibit 10.1 of the June 30, 2007 10-Q). * .

10.22 Employment Agreemeni, dated as of June 1, 2007, between Héctor Alonso and Impsat
Argentina §.A. (incorporated by reference to Exhibit 10.2 of the June 30, 2007 10-Q).*

12.1 Computation of Ratio of Earnings to Fixed Charges (filed herewith)

21.1 Subsidiaries of GCL (filed herewith).

231 Consent of Ernst & Young LLP (filed herewith).

31.1 Certification by John J. Legere, Chief Executive Officer of GCL. pursuant te Rule 13a-14(a) of
the Securities Exchange Act of 1934 (filed herewith).

31.2 Certification by Jean F.H.P. Mandeville, Chief Financial Officer of GCL pursuant to
Rule i3a-14(a) of the Securities Exchange Act of 1934 (filed herewith).

321 Certification by John J. Legere, Chief Executive Officer of GCL, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed
herewith).

322 Certification by Jean F.H.P. Mandeville, Chief Financial Officer of GCL, pursuant to 18

U.8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(filed herewith).

*  Denotes management contract or compensatory plan, contract or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report 1o be signed on its behalf on March 11, 2008 by the undersigned, thereunto duly
authorized.

GLOBAL CROSSING LIMITED

By: /s/  JOHN ]. LEGERE

John J. Legere
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on
March 11, 2008 by the following persons on behalf of the registrant in the capacities indicated.

By: /s/ JOHN J. LEGERE March 11, 2008

John 1. Legere
Chief Executive Officer
{Principal Executive Officer)

By: fs{ JEAN F.H.P. MANDEVILLE March 11, 2008

Jean F.H.P. Mandeville
Executive Vice President and Chief Financial
Officer {Principal Financial Officer)

By: /s/ ROBERT A. KLUG March 11, 2008

Robert A. Klug
Chief Accounting Officer { Principal

Accounting Officer)

By: /s/ E.C."PETE” ALDRIDGE, JR. March 1, 2008
E.C. “Pete” Aldridge, Jr.
Director

By: /s/  ARCHIE CLEMINS March 11, 2008
Archie Clemins
Director

By: /s/  DoONALD L. CROMER March 11, 2008
Donald L. Cromer
Director

By: /s/  RICHARD R. ERKENEFF March 11, 2008
Richard R. Erkeneff
Director

By: /s/ LEE THENG KIAT March 11, 2008
Lee Theng Kiat
Director

By: /s/  CHARLES MACALUSO March 11, 2008
Charles Macaluso
Director
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By:

By:

By:

By:

/s/ MICHAEL RESCOE

Michael Rescoe
Director

/s/ ROBERTJ. SACHS

Robert J. Sachs
Director

/s/ PETER SEAH Lim Huar

Peter Seah Lim Huat
Vice Chairman and Director

/s/ LODEWLK CHRISTIAAN VAN WACHEM

Lodewijk Christiaan van Wachem
Chairman and Director
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March 11, 2008
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March 11, 2008




GLOBAL CROSSING LIMITED AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHEDULE

Report of Independent Registered Public Accounting Firm: Ernst & Young LLP .....................
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Global Crossing Limited

We have audited the accompanying consolidated balance sheets of Global Crossing Limited and subsidiaries
as of December 31, 2007 and 2006, and the related consolidated statements of operations, shareholders’ equity
(deficit), cash flows, and comprehensive loss for each of the three years in the period ended December 31, 2007.
Our audits also included the financial statement schedule listed in the index at Item 15. These financial
statements and schedule are the responsibility of the Company’s management. Qur responsibility is to express an
opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Global Crossing Limited and subsidiaries at December 31, 2007 and 2006, and
the consolidated results of their operations and their cash flows for each of the three years in the period ended
December 31, 2007, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic financial statements taken as a
whole, presents fairly in all material respects the information set forth therein,

As discussed in Note 2 to the consolidated financial statements, in 2007 the Company adopted FASB
Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement
No. 109, Also, as discussed in Note 2 to the consolidated financial statements, the Company adopted the
provisions of Statement of Financial Accounting Standards No. 158, Employers' Accounting for Defined Benefit
Pension and Other Postretirement Plans, as of December 31, 2006.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States}, the effectiveness of Global Crossing Limited’s internal control over financial reporting as of
December 31, 2007, based on criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 7, 2008
expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Iselin, New Jersey
March 7, 2008
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in millions, except share and per share information)

ASSETS:
Current assets:
Cashand cashequivalents ......... ... .. . iuierrniiianinn,
Restricted cash and cash equivalents—current portion ................,
Accounts receivable, net of allowances of $52and $43 ................
Prepaid costs and other current assets . ............c.oovviiivoinaanns

Total CUment a8SetS .. v it ittt e et e i e e

Restricted cash and cash equivalents—longterm .....................
Property and equipment, net of accumulated depreciation of $664 and

BA0T e
Intangible assets, net (including goodwill of $158 and $2) . .............
OTher 88018 . .ottt i e e e

T OtAl ASSELS . . vttt ittt et et

LIABILITIES:
Current liabilities:
Shorttermdebt ... ... ... e i e
Accountspayable .. ... ... ...
Accrued cost of aCCESS . ... L
Current portion of long termdebt . ........ ... ... . il
Accrued restructuring costs—current portion ..., ... ool
Deferred revenue—Current pOrtion .. .......cvenititiennnenerannn
Other current liabilities . ........ ... oo

Total current liabilities ... ... v i

Debt with controlling shareholder .. ... .. ... .. ... o it
Longtermdebt ... ... ... i e
Obligations under capital leases . ........ ... ... . i
Deferredrevenue ... ... .. .o i e
Accrued restructuring COSIS ...ttt i i e
Other deferred liabilities . ... ... i

Total Habilities . ... .o i i it e et s

SHAREHOLDERS’ DEFICIT:

Common stock, 110,000,000 and 85,000,000 shares authorized, $.01 par value,
54,552,045 and 36,609,236 shares issued and outstanding as of December 31,
2007 and 2006, respectively ... ..

Preferred stock with controlling shareholder, 45,000,000 shares authorized, $. 10
par value, 18,000,000 shares issued and outstanding as of December 31, 2007
And 2000 . . e s

Additional paid-in capital ... ... L

Accumulated other comprehensive loss ... ... .. i i

Accumulated deficit ... ... . e e e

Total shareholders” deficit ... ...t et e ra e i icaae e

Total liabilities and shareholders’ deficit . .. .......... ... ... ...

The accompanying notes are an integral part of these consolidated financial statements.
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December 31, December 31,

2007 2006

$ 397 $ 459

18 3

345 262

121 84

881 808

35 3

1,467 1,132

193 26

91 86

$ 2,667 $ 2,055

¥ — 3 6

286 283

107 107

26 6

17 30

164 139

395 336

995 907

— 275

1,249 661

123 106

262 163

20 61

81 77

2,730 2,250

] —_—

2 2

1,307 857

42) (29

(1,331) (1,025)

(63) (195)

32667 $2055




GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except share and per share information)

Year Ended December 31,

2007 2006 2005
REVEIUE . . .ottt et e $ 2261 % 1,871 § 1,968
Cost of revenue (excluding depreciation and amortization, shown
separately below):
Cost of dCCESS .. i e e (1,146) (1,1200 (1,216)
Real estate, network and operations ...................... (385) (303) (309)
Third party maintenance . ...............oeeiennennann.n. (103) (90) (96)
Costof equipmentsales . .......................cviia. (88) (65) (55)
Total costofrevenue . ...................ccviiii... (1,722) (1,578) (1,676)
Selling, general and administrative ,................... ... ..., (416) (342) (412)
Depreciation and amortization ..............c..oivinnenaan... (264) (163) (142)
Total operating expenses . ..., .....c.veeeinneann... (2,402) (2,083) (2,230)
Operating loss ........ .. i e (141) (212) (262)
Other income (expense);
Interest inCOME . .. .. ... .00t aa e e et 21 17 13
Interest eXpense .. . ... .ottt i (171) (106) (99)
Other inCome, MEt ... ... .. it ire i irienannnns 5 12 12
Loss from continuing operations before reorganization items ... ... (276) (289) (336)
Net gain on preconfirmation contingencies ................ 33 32 36
Loss from continuing operations before income tax .............. (243) (257) (300)
Provision forincometaxes ..............coeinvinnenn.n, (63) 67 (63)
Loss from continuing operations . .. ...........coviiiinai.... (306) (324) (363)
Income from discontinued operations, net of income tax .. . ... — — 9
=T U (306) (324) (354)
Preferred stock dividends .............. ... ..o ... (4) €))] @)
Loss applicable to common shareholders ...................... $ 310y $ (327) $ (358)
Income per common share, basic and diluted:
Loss from continuing operations applicable to common
shareholders . . ... .. ... . . i i i $ {7.30) § (10.50) $ {16.34)
Income from discontinued operations, net . ................ $ — § — 3 0.40
Loss applicable to common shareholders .................. $ (7.30) § (10500 $  (15.94)
Weighted average number of common shares .............. 42,461,853 31,153,152 22,466,180

The accompanying notes are an integral part of these consolidated financial statements.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (DEFICIT)
(in millions, except share information)

Other Shareholders’ Equity

Common Stock Preferred Stock (Deficit)
Accumuiated Total
Additional Other Shareholders’
Paid-in  Comprehensive Accumulated Equity
Shares Amount Shares Amount Capital Income (Loss) Deficit (Deficit)
Balance at December 31, 2004 .. 22,053,690 $— 18000000 §$ 2 $ 431 $(35) $ (347 $ sl
Realization of pre-emergence
valuation allowances . ...... —_ - — — 49 — — 49
Issuance of common stock from
exercise of stock options . ... 194,350 — — — 2 — — 2
Issvance of common stock from
vested restricted stock
UNIS ..o 138,654 — — — — - —_ —
Preferred stock dividends ($0.22
per preferred share) . ....... — —_ —_ — (4) — — 4)
Foreign currency translation
adjustment ............... —_ - — — e 19 — 19
Amortization of stock
compensation expense . . . . . . — - — — 56 — — 56
Unrealized derivative gain on
cash flow hedge ........... —_- - - - — 8 — 8
Netloss .ovvvvvrnveinnennns - —_ — — — — (354) (354)
Balance at December 31, 2005 ... 22,586,703 $— 18,000,000 % 2 $ 534 5 (8) $ (01 $(173)
Realization of pre-emergence
valuation allowances ....... — — — — 66 - — 66
[ssuance of common stock
shares in offering . ......... 12,000,000 —_ — — 232 — _— 232
Issuance of common stock from
exercise of stock options ... 466,431 — — — 5 — — 5
Issuance of common stock from
vested restricted stock
(15, 71 N 1,556,102 — — — (1) — — 43
Preferred stock dividends ($0.22
per preferred share) ........ —_ - _ - 3) —_ — (k)]
Foreign currency translation
adjustment .. ............. - - - = — (1} — m
Amortization of stock
compensation ¢xpense .... .. - - — — 24 —_ _ 24
Unrealized derivative loss on
cashflowhedge . .......... —_ - — — — (8} — (8)
Impact of adoption of SFAS
158 - - — —_ — (12) — (12)
Netloss ................... — - — —_ — —_ (324) (324)
Balance at December 31, 2006 ... 36,609,236 $— 18,000,000 $ 2 $ 857 $(29) $(1.025) $(195)
Realization of pre-emergence
valuation allowances . ...... —_ —_ — — 41 — — 41

Issuance of common stock from

exercise of stock options . ... 351,447 — — — 4 — — 4
Issuance of common stock from

vested restricted stock

UNIS ..o 1,012,076 — —_ = 1)) — — (h
Preferred stock dividends ($0.22

per preferred share) . ....... - — - = )] — — (4}
Foreign currency translation

adjustment . . .........0. - - - - — (7 — (7}
Amortization of stock

compensation expense . .. ... - - - - 51 — — 51

Conversion of debt with
controlling shareholder to

BQUILY ..ot 16,579,286 1 — — 359 —_ — 360
Impactof FAS 158 .......... —_ - — — — 4 — 4
Netloss .....ooviennnn.... —_ - - - — — (306} (306)

Balance at December 31, 2007 ... 54,552,045 1 18,000,000 2 1,307 (42) (1,331) (63)

The accompanying notes are an integral part of these consolidated financial statements.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Year Ended December 31,
2007 2006 2005

Cash flows provided by (used in) operating activities:

L I 0TS $(306) $(324) $(354)
Adjustments to reconcile net loss to net cash used in operating activities:
Income from discontinued operations .. ........... . ittt e — — (9
Loss on sale of property and equipment . ......... ... ... ... oo i 1 2 —
Gain on sale of marketable SECUTUES . .o v vt vttt e e e et e et e — (1) (2)
Gainon sale Of a88ets . . .. .. ... .. e —_ — (28)
Non-cash income tax provision ........ ... i i e 45 45 56
Deferred IRCOME taX . . .. ... e e 9 21 —
Non-cash stock compensationexpense ... it 51 24 56
Non-cash inducement charge for conversionofdebt . ... ... ... .. ... ... ........ 30 — —
Gain on settlement of contracts due to Fibernet acquisition ..............coovn.... — (16) —_
Gain on settlement of contracts due to Impsat acquisition . ....................... 27 —_ —
Depreciation and amOrtization .. .. ... oottt e i e e 264 163 142
Provision for doubtful accounts . ... ..o i e 6 3 6
Amortization of priorperiod IRUs . ... ... ... ... (12) &) 4)
Deferred reorganization COSIS .. ...ttt it ettt it e et e _— 3 (1
Gain on preconflirmation CONUNZENCIES - . .« .o vttt ettt icee e e e s (33) 32) (36)
Change in long term deferredrevenue . ... ... .. i 102 24 4
Changes in operating working capital ....... ... . i it (56) 35 63
L1 T (89 3 1
Net cash used in operating activities ............. ... inreinnanianan, (15) %3 22)
Cash flows provided by (used in}) investing activities:
Purchases of property and equipment ............. . .. il i (214) (99) 70
Purchases of marketable securities .. ..ot ittt e e — (20) —
Fibernet acquisition, net of cashacquired .. ..... ... ... .. . . . i il —_ )] —_
Impsat acquisition, net of cashacquired . ...... ... .. ... .. .. ... ... i i, (76) — —
Proceeds from sale of property and equipment ......... ... ... ... o i — — 1
Praceeds from sale of discontinued operations . ......... ... ..o i, — — 5
Proceeds from sale of marketable securities ............ ... .. iviriiriiiinn... 7 4 5
Proceeds from sale of assets ... ... ... .. . e — — 63
Proceeds from sale of equity interest in holding companies ....................... — 19 —
Change in restricted cash and cashequivalents ... ... ... ... . ... ... ... ... (47) 18 8)
Net cash used in investing activities ... ... . ... . . i ieiniina, (330) (57 4)
Cash flows provided by (used in) financing activities:
Proceeds fromlong termdebt ..., . ... .. L 597 255 —
Proceeds from issuance of commonstock ... o i e _ 240 —
Repayment of capital lease obligations . ... .. ... .. . i (43} (19 (13)
Proceeds fromshortiermdebt .. .. ... .. L e — 6 —
Repayment of long term debt (including current portion) . ................ ... ..., (251) 8) 2)
Finance costs INCUITEd . . ... ... . i i e e e e e (24) (24) (2)
Proceeds from exercise of Stock options ............. . it 4 5 2
Net cash provided by (used in) financing activities . . . ....................... 283 455 (15)
Net increase {decrease) in cash and cashequivalents ............. . ................. (62) 235 (141
Cash and cash equivalents, beginningof year . ... ... ... . ... .. 459 224 365
Cash and cash equivalents,endof year ........ ... ... . ... . . i i $397 $459 §$224

The accompanying notes are an integral part of these consolidated financial statements.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in millions)

Year Ended December 31,
2007 2006 2008
et LO8S .« vttt et e et et e e e e e e $(306) $(324) $(354)
Foreign currency translation adjustment . .. ... ... ... . . e a7 ) 19
Unrealized derivative gain (loss) oncashflowhedges .. ...................... —_ (8) 8
Change in pension liability ...... ... ... o i i e 4 — —
ComPrehensivE 1088 . . ..o v ittt e e e $(319) $(333) $(327

The accompanying notes are an integral part of these consolidated financial statements,
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

1. BACKGROUND AND ORGANIZATION

Global Crossing Limited or “GCL” was formed as an exempt company with limited liability under the laws
of Bermuda in 2003. GCL is the successor to Global Crossing Ltd., a company organized under the laws of
Bermuda in 1997 (“Old GCL”), which, together with a number of its subsidiaries (collectively, the
“GC Debtors™) emerged from reorganization proceedings on December 9, 2003 (the “Effective Date”) as a result
of the consummation of the transactions contemplated by the Joint Plan of Reorganization of the GC Debtors, as
amended (the “Plan of Reorganization”), pursuant to chapter 11 of title 11 of the United States Code (the
“Bankruptcy Code”).

Global Crossing Limited (“GCL") and its subsidiaries (collectively, the “Company”) are a communications
solutions provider, offering a suite of Internet Protocol (1P} and legacy telecommunications services in most
major business centers in the world. The Company serves many of the world’s largest corporations and many
other telecommunications carriers, providing a full range of managed data and voice products and services that
support a migration path to a fully converged IP environment, The Company offers these services using a global
IP-based network that directly connects more than 390 cities in more than 30 countries and delivers services to
more than 690 cities in more than 60 countries around the world. The vast majority of the Company’s revenues
are generated based on monthly services. As a result of the May 9, 2007 acquisition of Impsat Fiber Networks,
Inc. and its subsidiaries (collectively, “Impsat”) (see Note 4) and the establishment of a business unit
management structure, the Company now reports financial results based on three separate operating segments:
(i) Global Crossing (UK) Telecommunications Ltd (“GCUK”) and its subsidiaries (collectively, the “GCUK
Segment”); (ii) GC Impsat Holdings I Plc (“GC Impsat™) and its subsidiaries (collectively, the “GC Impsat
Segment”); and (iii) GCL and its other subsidiaries (collectively, the “Rest of World Segment” or “ROW
Segment”) (see Note 24),

2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

A summary of the basis of presentation and the significant accounting policies followed in the preparation
of these consolidated financial statements is as follows:

Basis of Presentation and Use of Estimates

The accompanying consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP™) and pursuant to the rules and
regulations of the Securities and Exchange Commission (the “SEC”). These consolidated financial statements
include the accounts of GCL and its subsidiaries over which it exercises control. In the opinion of management,
the accompanying consolidated financial statements reflect all adjustments (consisting of normal recurring
adjustments) considered necessary for a fair presentation of the Company’s results as of and for the years ended
December 31, 2007, 2006 and 2005, respectively.

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities as of the date of the
consolidated financial statements, the disclosure of contingent assets and liabilities in the consolidated financial
statements and the accompanying notes, and the reported amounts of revenue and expenses during the periods
presented. Actual amounts and resuits could differ from those estimates. The estimates the Company makes are
based on historical factors, current circumstances and the experience and judgment of the Company’s
management. The Company evaluates its assumptions and estimates on an ongoing basis and may employ
outside experts to assist in the Company’s evaluations.

F-8




GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Principles of Consolidation

The consolidated financial statements include the accounts of GCL and its wholly-owned subsidiaries.
Under U.S. GAAP, consolidation is generally required for investments of more than 50% of the outstanding
voting stock of an investee, except when control is not held by the majority owner. All significant intercompany
accounts and transactions have been eliminated in consolidation.

The Company is an indirect subsidiary of Singapore Technologies Telemedia Pte. Led. (“ST Telemedia™)
and its results of operations are consolidated into those of ST Telemedia.

Reclassifications

Certain amounts in prior period consolidated financial statements and accompanying footnotes have been
reclassified to conform to the current year presentation.

In the consolidated balance sheet as of December 31, 2006, credits were included in accounts receivable, net
which were reclassified to deferred revenue—current portion.

Revenue Recognition
Services

Revenue derived from telecommunication and maintenance services, including sales of capacity under
operating-type leases, are recognized as services are provided. Non-refundable payments received from
customers on billings made before the relevant criteria for revenue recognition are satisfied are included in
deferred revenue in the accompanying consolidated balance sheets.

Operating Leases

The Company offers customers flexible bandwidth products to multiple destinations for stipulated periods
of time and many of the Company’s contracts for subsea circuits are entered into as part of a service offering.
Consequently, the Company defers revenue related to those circuits and amortizes the revenue over the
appropriate term of the contract. Accordingly, the Company treats non-refundable cash received prior to the
completion of the earnings process as deferred revenue in the accompanying consolidated balance sheets.

Telecom Installation Revenue and Costs

In accordance with SEC Staff Accounting Bulletin 101, “Revenue Recognition in Financial Statements”
(“SAB No. 101”), as amended by SEC Staff Accounting Bulletin 104, “Revenue Recognition” (“SAB No. 104”),
the Company generally amortizes revenue related 1o installation services on a straight-line basis over the average
contracted customer relationship (generally 24 months). In situations where the contracted period is significantly
longer than the average, the actual contract term is used.

The Company capitalizes installation costs incurred for new facilities and connections from the Global
Crossing network to networks of other carriers in order to provision customer orders. The costs are capitalized to
deferred installation costs {current portion and long-term portions—see Notes 7 and 10, respectively) and
amortized using the straight-line method into depreciation and amortization over the average contracted
relationship (generally 24 months). In situations where the contracted period is significantly longer, the actual
contract term is used.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Gross vs. Net Revenue Recognition

The Company follows the guidance of Emerging I[ssues Task Force (“EITF”) No. 99-19 “Recording
Revenue Gross as a Principal versus Net as an Agent” (“EITF No. 99-19”}, in its presentation of revenue and
costs of revenue. This guidance requires the Company to assess whether it acts as a principal in the transaction or
as an agent acting on behalf of others. Where the Company is the principal in the transaction and has the risks
and rewards of ownership, the transactions are recorded gross in the consolidated statements of operations. If the
Company does not act as a principal in the transaction, the transactions are recorded on a net basis in the
consolidated statement of operations.

In June 2006, the EITF ratified the consensus on EITF Issue No. 06-3, “How Taxes Collected from
Customers and Remitted to Governmental Authorities Should Be Presented in the Income Statement” (“EITF
No. 06-3"). EITF No. 06-3 requires that companies disclose their accounting policy regarding the gross or net
presentation of certain taxes. Taxes within the scope of EITF No. 06-3 are any tax assessed by a governmental
authority that is directly imposed on a revenue-producing transaction between a seller and a customer and may
include, but are not limited to, sales, use, value-added and some excise taxes. In addition, if such taxes are
significant, and are presented on a gross basis, the amounts of those taxes should be disclosed. EITF No. 06-3
was effective as of the quarterly reporting period ending March 31, 2007. There was no impact on our financial
position and results of operations. The Company’s policy is generally to record taxes within the scope of EITF
No. 06-3 on a net basis.

Sales Incentives

For sales incentives offered to customers, the Company follows the guidance of EITF No. 01-9,
“Accounting for Consideration Given by a Vendor to a Customer (Including a Reseller of the Vendor’s
Products)” (“EITF No. 01-97) in its presentation of revenue and costs of revenue. EITF No. 01-9 applies to all
vendors that derive revenue from sales of services as well as those that derive revenue from sales of products.
Pursuant to EITF No. 01-9, cash consideration given by a vendor to customers is presumed to be a reduction in
the selling prices of vendors’ products or services and should be characterized as a reduction of revenues when
recognized unless the vendor receives, or will receive, an identifiable benefit in exchange for the cash
consideration and the fair value of the benefit can be determined. If both of these criteria are met, the lesser of the
amount paid to the customer and the fair value of the benefit received is classified as cost of revenue when
recognized, while any amount paid in excess of the fair value of the benefit received is characterized as a
reduction of revenue.

Arrangements with Multiple Elements

The Company follows the guidance of EITF No. 00-21, “Revenue Arrangements with Multiple
Deliverables” (“EITF No. 00-21") in its presentation of revenue and costs of revenue. Pursuant to EITF No.
00-21, revenues from contracts with multiple-element arrangements are recognized as the revenue for each unit
of accounting is earned based on the relative fair value of each unit of accounting as determined by internal or
third-party analyses of market based prices. A delivered element is considered a separate unit of accounting if it
has value to the customer on a standalone basis, there is objective and reliable evidence of the fair value of
undelivered elements in the arrangement, and delivery or performance of undelivered elements is considered
probable and substantiaily under our control. Revenue is generally recognized when services are performed
provided that all other revenue recognition criteria are met.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in milliens, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Operating Expenses
Cost of Access

The Company's cost of access primarily comprises usage-based voice charges paid to local exchange
carriers and interexchange carriers to originate andfor terminate switched voice traffic and charges for leased
lines for dedicated facilities. The Company’s policy is to record access expense as services are provided by
vendors.

The recognition of cost of access expense during any reported period involves the use of significant
management estimates and requires reliance on non-financial systems given that bills from access vendors are
generally received significantly in arrears of service being provided. Switched voice traffic costs are accrued
based on the minutes recorded by the Company’s switches, multiplied by the estimated rates for those minutes
for that month. Leased line access costs are estimated based on the number of circuits and the average circuit
cost, according to the Company’s leased line inventory system, adjusted for contracted rate changes. Upon final
receipt of invoices, the estimated costs are adjusted to reflect actual expenses incurred.

Disputes

The Company performs monthly bill verification procedures to identify errors in vendors’ billing processes.
The bill verification procedures include the examination of bills, comparing billed rates with rates used by the
cost of access expense estimation systems during the cost of access monthly close process, evaluating the trend
of invoiced amounts by vendors, and reviewing the types of charges being assessed. If the Company believes that
it has been billed inaccurately, it will dispute the charge with the vendor and begin resolution procedures. The
Company records a charge to the cost of access expense and a corresponding increase to the access accrual based
on the last eighteen months of historical loss rates for the particular type of dispute. If the Company ultimately
reaches an agreement with an access vendor to settle a disputed amount which is different than the corresponding
accrual, the Company recognizes the difference in the period in which the settlement is reached as an adjustment
to cost of access expense.

Operating Leases

The Company maintains commitments for office and equipment space, automobiles, equipment rentals,
network capacity contracts and other leases, under various non-cancelable operating leases. The lease
agreements, which expire at various dates into the future, are subject, in many cases, to renewal options and
provide for the payment of taxes, utilities and maintenance. Certain lease agreements contain escalation clauses
over the term of the lease related to scheduled rent increases resulting from the pass through of increases in
operating costs, property taxes and the effect on costs from changes in consumer price indices. In accordance
with SFAS No. 13, “Accounting for Leases” (“SFAS No. 13”) the Company recognizes rent expense on a
straight-line basis and records a liability representing the rent expensed but not invoiced in other deferred
liabilities. Any leasehold improvements related to operating leases are amortized over the lesser of their
economic lives or the remaining lease term. Rent-free periods and other incentives granted under certain leases
are charged to rent expense on a straight-line basis over the related terms of such leases.

See Note 22 for the Company’s estimated future minimum lease payments and rental expense on operating
leases.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Cash and Cash Equivalents, Restricted Cash and Cash Equivalents (Current and Long-Term)

The Company considers cash in banks and short-term highly liquid investments with an original maturity of
three months or less to be cash and cash equivalents. Cash and cash equivalents and restricted cash and cash
equivalents are stated at cost, which approximates fair value. Restricted cash balances are comprised of various
renlal guarantees, performance bonds, collateralized letters of credit and debt service account (see Note 12).

Allowance for Doubtful Accounis and Sales Credits

The Company provides allowances for doubtful accounts and sales credits. Allowances for doubtful
accounts are charged to selling, general, and administrative expenses, while allowances for sales credits are
charged to revenue. The adequacy of the reserves is evaluated monthly by the Company utilizing several factors
including the length of time the receivables are past due, changes in the customer’s credit worthiness, the
customer’s payment history, the length of the customer’s relationship with the Company, the current economic
climate, and current industry trends. A specific reserve requirement review is performed on customer accounts
with larger balances. A general reserve requirement is performed on accounts not already included under the
specific reserve requirement utilizing past loss experience and the factors previously mentioned. Service level
requirements are assessed to determine sales credit requirements where necessary. Changes in the financial
viability of significant customers, worsening of economic conditions and changes in the Company’s ability to
meet service level requirements may require changes to its estimate of the recoverability of the receivables. Such
changes in estimates are recorded in the period in which these changes become known.

Property and Equipment, net

Property and equipment, net, which includes amounts under capitalized leases, were stated at their estimated
fair values as of the Effective Date as determined by the Company’s reorganization value. The Company engaged
an independent appraisal expert to assist in the preliminary allocation of the Company’s value of its property and
equipment. Purchases of property and equipment, net, including amounts under capital leases, subsequent to the
Effective Date are stated at cost, net of depreciation and amortization. Major enhancements are capitalized, while
expenditures for repairs and maintenance are expensed when incurred. Costs incurred prior to the capital
project’s completion are reflected as construction in progress, which is included in property and equipment and is
depreciated starting on the date the project is complete. Direct internal costs of constructing or installing property
and equipment are capitalized.

Depreciation is provided on a straight-line basis over the estimated useful lives of the assets, with the
exception of leasehold improvements and assets acquired through capital leases, which are depreciated over the

lesser of the estimated useful lives or the term of the lease.

Estimated useful lives of the Company’s property and equipment are as follows as of December 31, 2007:

Buildings ... ... . . .l 10-40 years
Lesser of 20 years
Leasehold improvements . . ........ ... ... .. .. oL or remaining lease term
Furniture, fixtures and equipment ........................., 3-7 years
Transmission equipment .. ...... ... ... . ... ... . ... 3-25 years

When property or equipment is retired or otherwise disposed of, the cost and accumulated depreciation is
relieved from the accounts, and resulting gains or losses are reflected in other income, net.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

In accordance with SFAS No. 144, the Company periodically evaluates the recoverability of its long-lived
assets and evaluates such assets for impairment whenever events or circumstances indicate that the carrying
amount of such assets {or group of assets) may not be recoverable. Impairment is determined to exist if the
estimated future undiscounted cash flows are less than the carrying value of such asset. The amount of any
impairment then recognized would be calculated as the difference between the fair value and the carrying value
of the asset. As a result of continued operating losses and negative cash flows during 2007, management
performed a recoverability test of the Company’s long-lived assets as of December 31, 2007. The results of the
test indicate that no impairment of the Company’s long-lived assets exists.

Internally Developed Software

The Company capitalizes the cost of internal-use software which has a useful life in excess of one year in
accordance with Statement of Position No, 98-1, “Accounting for the Costs of Computer Software Developed or
Obtained for Internal Use.” Subsequent additions, meodifications or upgrades to internal-use software are
capitalized only to the extent that they allow the sofiware to perform a task it previously did not perform.
Capitalized costs are included in property and equipment in the consclidated balance sheet. Software
maintenance and training costs are expensed in the period in which they are incurred. Capitalized computer
software costs are amortized using the straight-line method over a period of between 3 to 5 years (see Note 8).

Intangibles

Intangibles consist primarily of customer contracts, customer reiationships and intemally developed
software and goodwill primarily attributable to the assembled work force related to the 2006 and 2007
acquisitions of Fibernet Group Plc (“Fibernet”) and Impsat, respectively. The fair values attributable to the
identified intangibles as of the acquisition dates were based on a number of significant assumptions as
determined by the Company and its independent appraisal experts. Identifiable intangible assets with finite lives
will be amortized using the straight-line method over their applicable estimated useful lives (see Note 9).
Goodwill and intangibles with indefinite lives are not amortized in accordance with SFAS No. 142, “Goodwill
and Other Intangible Assets” but are reviewed for impairment at least annually (beginning with the first
anniversary of the acquisition date). The Company performed this impairment review for the Fibernet acquired
intangibles during the year ended December 31, 2007. The resulis of the review indicate that no impairment
exists. The Company will perform this impairment review for the Impsat acquired intangibles after the first
anniversary of the acquisition date.

Deferred Financing Costs

Costs incurred to obtain financing through the issuance of debt and other financing agreements (see Note
12) have been reflected as an asset included in “other assets™ in the accompanying December 31, 2007 and 2006
consolidated balance sheets (see Note 10). Debt financing costs are amortized to interest expense over the lesser
of the term or the expected payment date of the debt obligation using the effective interest rate method.

Restructuring

The Company initiated restructuring programs commencing in August 2001, October 2004, October 2006
and May 2007, which have continued through December 31, 2007. The components of the restructuring liability
represent direct costs of exiting lease commitments for certain real estate facility locations and employee
termination costs, along with certain other costs associated with approved restructuring plans (see Note 3 for
further information on the Company’s restructuring plans). The restructuring programs initiated commencing in
August 2001 were recorded in accordance with EITF No. 94.3 “Liability Recognition for Certain Employee
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Termination Benefits and Other Costs to Exit an Activity (Including Certain Costs Incurred in a Restructuring)”
(“EITF No. 94-3”) through January 1, 2003, when the Company adopted the provisions of SFAS No. 146,
“Accounting for Costs Associated with Exit or Disposal Activities” (“SFAS No. 146™), which requires that costs,
including severance costs, associated with exit or disposal activities be recorded at their fair value when a
liability has been incurred. Under EITF No. 94-3, certain exit costs, including severance costs, were accrued
upon management’s commitment to an exit plan, which is generally before the exit activity has occurred. The
Company has applied the provisions of SFAS No. 146 to all restructuring programs initiated after December 31,
2002, except for those programs related to business acquisitions (see Note 4). Restructuring programs related to
business acquisitions are recorded in accordance with EITF No. 95-3, “Recognition of Liabilities in Connection
with a Purchase Business Combination,” which requires costs associated with exit or disposal activities of the
acquired company to be recognized as an acquired liability included in the allocation of acquisition cost.
Adjustments for changes in assumptions are recorded in the period such changes become known. Changes in
assumptions, especially as they relate to contractual lease commitments and related anticipated third-party
sub-lease payments, could have a material effect on the restructuring liabilities.

Derivative Instruments

The Company follows SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”
(“SFAS No. 133"), as amended, which requires that all derivatives be measured at fair value and recognized as
either assets or liabilities in the Company’s consolidated balance sheets. Changes in fair value of derivative
instruments that do not qualify as hedges and/or any ineffective portion of hedges are recognized as a gain or loss
in the Company’s consolidated statement of operations in the current period. Changes in the fair values of the
derivative instruments used effectively as fair value hedges are recognized in income (loss), along with the
change in the value of the hedged item. Changes in the fair value of the effective portions of cash flow hedges are
reported in other comprehensive income (loss) and recognized in income (loss) when the hedged item is
recognized in income (loss).

For the years ended December 31, 2007, 2006 and 2005, hedge ineffectiveness was not material to our
results of operations.

Fair Value of Financial Instruments

The Company does not enter into financial instruments for trading or speculative purposes. The carrying
amounts of financial instruments classified as current assets and liabilities, other than marketable securities,
approximate their fair value due to their short maturities. The fair value of marketable securities, short-term
investments, debt, including short-term and long-term portions and derivative instruments are based on market
quotes, current interest rates, or management estimates, as appropriate (see Note 21).

Asset Retirement Obligations

The Company follows SFAS No. 143 “Accounting for Asset Retirement Obligations” (“SFAS No. 143”).
SFAS No. 143 recognizes the fair value of a liability for an asset retirement obligation in the period in which it is
incurred when a reasonable estimate of fair value can be made. The associated asset retirement costs are
capitalized as part of the carrying amount of the long-lived asset, characterized as leasehold improvements, and
depreciated over the lesser of 20 years or the remaining lease term.
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Income Taxes

The provision for income taxes, income taxes payable and deferred income taxes are determined using the
liability method. Deferred 1ax assets and liabilities are determined based on differences between the financial
reporting and tax basis of assets and liabilities and are measured by applying enacted tax rates and laws to
taxable years in which such differences are expected to reverse. A valuation allowance is provided when the
Company determines that it is more likely than not that a portion of the deferred tax asset balance will not be
realized.

The Company adopted the provisions of the Financial Accounting Standards Board (“FASB™) Interpretation
No. 48, “Accounting for Uncertainty in Income Taxes: an interpretation of FASB Statement No. 109" (“FIN
487), on January 1, 2007. This interpretation states that an “enterprise shall initially recognize the financial
staternent effects of a tax position where it is more likely than not, based on the technical merits, that the position
will be sustained upon examination.” “More likely than not” is defined as a likelihood of greater than 50% based
on the facts, circumstances and information available at the reporting date. The cumulative effect of applying
FIN 48 is to be reported as an adjustment to the beginning balance of accumulated deficit. There was no impact
to the Company’s Janvary 1, 2007 balance of accumulated deficit upon adoption (see Note 15).

The Company’s reorganization has resulted in a significantly modified capital structure as a result of
applying fresh-start accounting in accordance with AICPA Statement of Position 90-7, “Financial Reporting by
Entities in Reorganization under the Bankruptcy Code”, (“SOP 90-7") on the Effective Date. Fresh-start
accounting has important consequences on the accounting for the realization of valuation allowances, related to
net deferred tax assets that existed on the Effective Date but which arose in pre-emergence periods. Specifically,
fresh start accounting requires the reversal of such allowances to be recorded as a reduction of intangible assets
established on the Effective Date until exhausted, and thereafter as additional paid in capital (see Note 15). This
treatment does not result in any change in liabilities to taxing authorities or in cash flows.

At each period end, it is necessary for the Company to make certain estimates and assumptions to compute
the provision for income taxes including allocations of certain transactions to different tax jurisdictions, amounts
of permanent and temporary differences, the likelihood of deferred tax assets being recovered and the outcome of
contingent tax risks. These estimates and assumptions are revised as new events occur, more experience is
acquired and additional information is obtained. The impact of these revisions is recorded in income tax expense
or benefit in the period in which they become known.

Foreign Currency Transiation and Transactions

For transactions that are in a currency other than the entity’s functional currency, translation adjustments are
recorded in the accompanying consolidated statements of operations. For those subsidiaries not using the U.S.
dollar as their functional currency, assets and liabilitics are translated at exchange rates in effect at the balance
sheet date and income and expense transactions are translated at average exchange rates during the period.
Resulting translation adjustments are recorded directly to a separate component of shareholders’ deficit and are
reflected in the accompanying consolidated statements of comprehensive loss. Translation differences resulting
from the effect of exchange rate changes on cash and cash equivalents were immaierial and are not reflected
separately in the Company’s consolidated statements of cash flows for each of the periods presented.

The Company’s foreign exchange transaction gains (losses) included in “other income, net” in the

consolidated statements of operations for the years ended December 31, 2007, 2006 and 2005 were $28, $(6), and
$(23), respectively.
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Loss Per Common Share

Basic loss per common share (“EPS”) is computed as loss from continuing operations available to common
shareholders divided by the weighted-average number of common shares outstanding for the period. Loss from
contineing operations applicable to common shareholders includes preferred stock dividends for the years ended
December 31, 2007, 2006 and 2005 respectively (see Note 17).

Stock-Based Compensation

Effective January 1, 2006, the Company adopted SFAS No. 123R, “Share Based Payment,” ("SFAS
No. 123R”) using the modified prospective method. SFAS No. 123R requires all share-based awards granted to
employees to be recognized as compensation expense over the service period (generally the vesting period) in the
consolidated financial statements based on their fair values. Prior to the adoption of SFAS No. 123R, stock-based
compensation expense was recognized using the fair value provisions of SFAS No. 123, “Accouating for Stock-
Based Compensation,” (“SFAS No. 123”) which the Company adopted on December 9, 2003. The fair value
method under SFAS No. 123R is similar to the fair value method under SFAS No. 123 with respect to
measurement and recognition of stock-based compensation expense except that SFAS No. 123R requires an
estimate of future forfeitures whereas SFAS No. 123 permitted recognizing the impact of the forfeitures as they
occur, As the Company estimated the impact of future forfeitures for its share-based payment plans upon
adoption of SFAS No. 123, there was no impact on the Company’s consolidated results of operations or financial
position. SFAS No. 123R also requires the realization of tax benefits in excess of amounts recognized for
financial reporting purposes to be recognized as a financing activity rather than an operating activity in the
consolidated statement of cash flows. Currently none of the Company’s subsidiaries have the ability to realize
any tax benefits.

Certain stock-based awards have graded vesting (i.e. portions of the award vest at different dates during the
vesting period). The fair value of the awards is determined using a single expecied life for the entire award (the
average expected life for the awards that vest on different dates). The Company recognizes the related
compensation cost of such awards on a straight-line basis; provided that the amount amortized at any given date
may be no less than the portion of the award vested as of such date.

There were no stock options granted in 2007 and 2006.

The following are the assumptions used to calculate the weighted average fair value of stock options granted
for the year ended December 31, 2005. For the year ended December 31, 2005, the volatility assumption used
represents a mean-average of the Company’s stock volatility and an average of those used by a select group of
telecommunications companies.

Year ended

December 31,

2005
Dividendyield ... ... .. e 0%
Expected volatility ......... ... ... i 86%
Risk-freeinterestrale ........... ittt iiiaenes 3.75%
Expected life (years) . . ........ .. i e e 5
Weighted average fair value of options granted .. ....................... $13.72
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Concentration of Credit Risk

The Company has some concentration of credit risk among its customer base. The Company’s trade
receivables, which are unsecured, are geographically dispersed and include customers both large and small and in
numerous industries. Trade receivables from the carrier sales channels are generated from sales of services to
other carriers in the telecommunications industry. At December 31, 2007 and 2006, the Company’s trade
receivables related to the carrier sales channel represented approximately 43% and 56%, respectively, of the
Company’s consolidated receivables. Also as of December 31, 2007 and 2006, the Company’s receivables due
from various agencies of the UK. Government together represented approximately 14% and 15%, respectively,
of consolidated receivables. The Company performs ongoing credit evaluations of its larger customers’ financial
condition. The Company maintains a reserve for potential credit losses, based on the credit risk applicable to
particular customers, historical trends and other relevant information. As of December 31, 2007 and 2006, no one
customer accounted for more than 5% or 9%, respectively, of consolidated accounts receivable, net.

Currency Risk

The Venezuelan government has fixed the bolivar’s value to the U.S. dollar at Bs. 2,150 = $1.00, which
represents a value significantly greater than the bolivar’s prevailing value on the paraltel market. As Venezuelan
currency exchange contro regulations do not permit the Company to exchange its cash and cash equivalents in
local currency into ULS. dollars at the official rate without specific governmental authorizations, these regulations
adversely affect the Company’s exchange rate risks for all dollar-denominated liabilities owed by the Company’s
Venezuelan operating subsidiaries and the Company's ability to receive dividends or other funds transfers from
those subsidiaries. As of December 31, 2007, approximately $25 of the Company's cash and cash equivalents
were held in Venezuelan bolivars,

Pension Benefits

The Company has contributory and non-contributory employee pension plans available to qualified
employees. On December 31, 2006 the Company adopted SFAS No.158, “Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans” (“SFAS No. 158"). The Company is required to recognize in its
statement of financial condition the funded status of its defined benefit postretirement plans, measured as the
difference between the fair value of the plan assets and the benefit obligation. SFAS No. 158 also requires an
entity to recognize changes in the funded status within accumulated other comprehensive income, net of tax to
the extent such changes are not recognized in earnings as components of periodic net benefit cost (see Note 19).

Comprehensive Loss

Comprehensive loss includes net loss and other non-owner related charges in equity not included in net loss,
such as unrealized gains and losses on marketable securities classified as available for sale, foreign currency
translation adjustments related to foreign subsidiaries, changes in the unrealized gains and losses on cash flow
hedges and the impact of recognizing changes of the funded status of pension plans as a result of adopting SFAS
No. 158.

Advertising Costs

The Company expenses the cost of advertising as incurred. Advertising expense was $3, $3, and $3 for the
years ended December 31, 2007, 2006 and 2005, respectively, and is included in selling, general and
administrative expenses as reported in the consolidated statements of operations.
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Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS No.157, “Fair Value Measurements” {*SFAS No. 157”). SFAS
No. 157 clarifies that fair value is the amount that would be exchanged to sell an asset or transfer a liability in an
orderly transaction between market participants and requires that a fair value measurement technique include an
adjustment for risks inherent in a particular valuation technique and/or the risks inherent in the inputs to the
model if market participants would also include such an adjustment. SFAS No. 157 also expands disclosures
about fair value measurements. In February 2008, the FASB issued FASB Staff Position No, 157-1, “Application
of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements That Address
Fair Value Measurements for Purposes of Lease Classification or Measurement under Statement 13” (“FSP
No. 157-1") and FASB Staff Position No. 157-2, “Effective Date of FASB Statement No. 157" (“FSP
No. 157-2”). FSP No. 157-1 amends SFAS No. 157 to remove certain leasing transactions accounted for under
SFAS No. 13 from its scope however this exclusion would not apply to fair value measurements of assets and
liabilities recorded as a result of lease transactions but measured pursuant to other pronouncements within the
scope of SFAS No. 157. FSP No. 157-2 delays the effective date of SFAS No. 157 for all nonfinancial assets and
nonfinancial liabilities, except those which are recognized or disclosed at fair value in the financial statements on
a recurring basis (at least annually}, until January 1, 2009. SFAS No. 157, as amended, is effective for financial
statements issued for fiscal years beginning after November 15, 2007 and interim periods within those years. In
most cases, SFAS No. 157 is to be applied prospectively. The Company will adopt the effective provisions of
SFAS No. 157 as of January 1, 2008. We do not expect a material impact on our consolidated position or results
of operations.

The FASB issued SFAS No.159, “The Fair Value Option for Financial Assets and Financial Liabilities”
(“SFAS No. 159™), in February 2007. SFAS No. 159 aliows entities to voluntarily choose, at specified election
dates, to measure many financial assets and financial liabilities (as well as certain non-financial instruments that
are similar to financial instruments) at fair value (the “fair value option™). The election is made on an
instrument-by-instrument basis and is irrevocable. If the fair value option is elected for an instrument, SFAS
No. 159 specifies that all subsequent changes in fair value for that instrument shall be reported in earnings. The
provisions of SFAS No. 159 are effective as of the beginning of an entity’s first fiscal year that begins after
November 15, 2007. The Company will adopt the provisions of SFAS No. 159 on January 1, 2008. The
Company is currently evaluating the impact of adopting SFAS No. 159.

in December 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (“SFAS No. 141R").
SFAS No. 141R will change how business acquisitions are accounted for and will impact financial statements
both in periods before the acquisition date and in subsequent periods. SFAS No. 141R applies to all transactions
or other events in which an entity (the acquirer) obtains control of one or more businesses (the acquirer),
including those sometimes referred to as “true mergers” or “mergers of equals” and combinations achieved
without the transfer of consideration, for example, by contract alone or through the lapse of minority veto rights.
SFAS No. 141R is to be applied prospectively to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after December 15, 2008. Early adoption
is prohibited.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial
Statements, an amendment of Accounting Research Bulletin No. 517 (*SFAS No. 160”). SFAS No. 160 will
change the accounting and reporting for minority interests, which will be recharacterized as noncontrolling
interests and classified as a component of equity. SFAS No. 160 applies to all entities that prepare consolidated
financial statements, except not-for-profit organizations, but will affect only those entities that have an
outstanding noncontrolling interest in one or more subsidiaries or that deconsolidaie a subsidiary. The provisions
of SFAS No. 160 are effective for fiscal years, and interim periods within those fiscal years, beginning on or after
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December 15, 2008. Early adoption is prohibited. This Statement shall be applied prospectively as of the
beginning of the fiscal year in which SFAS No. 160 is initially applied, except for the presentation and disclosure

requirements which shall be applied retrospectively for all periods presented.

3. RESTRUCTURING
2007 Restructuring Plans

During 2007, the Company implemented initiatives to generate operational savings which included
organizational realignment and functional consolidation resulting in the involuntary separation of approximately
220 employees. As a result of these initiatives, during 2007 the Company recorded a charge of $12 for one-time
severance and related benefits which is included in selling, general and administrative expenses in the
consolidated statement of operations. On a segment basis, $3 and $9 was recorded to the GCUK and ROW
Segments, respectively. As of December 31, 2007, the remaining liability related to these initiatives was $1, all

related to the ROW segment.

The table below reflects the activity associated with the restructuring reserve for the year ended

December 31, 2007:

Employee
Separations
Balance at December 31,2000 .. ... ...t $—
AddItOns . ... e e e e e 12
Change in estimated liability . .. ... ... . . . i it ittt (2)
Deductions .. ...ttt _(9)
Balance at December 31, 2007 . .. ... ... .. 1

The Company adopted a restructuring plan as a result of the Impsat acquisition {see Note 4) under which
redundant Impsat employees were terminated. As a result, the Company incurred cash restructuring costs of
approximately $7 for severance and related benefits. The labilities associated with this restructuring plan have
been accounted for as part of the purchase price of Impsat. As of December 31, 2007, the remaining liability

related to these initiatives was $7, all related to the Impsat segment.

2006 Restructuring Plan

The Company adopted a restructuring plan as a result of the Fibernet acquisition (see Note 4) under which
redundant Fibernet employees were terminated and certain Fibernet facility lease agreements will be terminated

or restructured. As a result of these efforts the Company incurred cash restructuring costs of approximately $3 for

severance and related benefits in connection with anticipated workforce reductions and $4 for real estate
consolidation. The liabilities associated with the restructuring plan have been accounted for as part of the
purchase price of Fibernet. It is anticipated that payment in respect of the restructuring activities will continue
through 2017 for real estate consclidation. As of December 31, 2007, the remaining liability related to these

initiatives was $3, primarily related to the GCUK segment.
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The table below reflects the activity associated with the restructuring reserve from the acquisition date
through December 31, 2007,

Employee Facility
Separations _Closing  Total

Balance at October 11,2006 .............. ... ... ...... $3 51 54
Deductions . ... ... e _(_g) = L2)
Balance at December 31,2006 . ............... . ....... 1 | 2
Change in estimated lability .......................... —_ 3 3
Deductions . ......... . e _1) _(l ) E)
Balance at December 31,2007 .......... ... coooi.. $— $3 $3

During 2007, an adjustment to the facilities closure liability resulted in an increase of $3 to accrued
' restruciuring costs, and a corresponding $3 increase 10 goodwill, as compared to our preliminary allocation of the
acquisition costs of Fibernet.

2003 and Prior Restructuring Plans

Prior to the Company’s emergence from bankruptey on December 9, 2003, the Company adopted certain
restructuring plans as a result of the slowdown of the economy and telecommunications industry, as well as its
efforts to restructure while under Chapter 11 bankruptcy protection. As a result of these activities, the Company
eliminated approximately 5,200 positions and vacated over 250 facilities. All amounts incurred for employee
separations were paid as of December 31, 2004 and it is anticipated that the remainder of the restructuring
liability, all of which relates to facility closings, will be paid through 2025.

The undiscounted facilities closing reserve, which represents estimated future cash flows, is composed of
continuing building lease obligations and broker commissions for the restructured sites (aggregating $153 as of
December 31, 2007), offset by anticipated receipts from existing and future third-party subleases. As of
December 31, 2007, anticipated third-party sublease receipts were $130, representing $67 from subleases already
entered into and $63 from subleases projected to be entered into in the future.

The table below reflects the activity associated with the restructuring reserve relating to the restructuring
plans initiated during and prior to 2003 for the years ended December 31, 2007 and 2006:

Facility

Closings
Balance atJanuary 1, 2006 .. ... ..ttt e $119
FNaod ¢ 1) | U e 2
Change in estimated liability .. ... ... ... ... . .. (6)
DedUCHONS . . ..ot e e e e 37
Foreign currency impact ... ... ...ttt it iiae e e 11
Balance at December 31,2006 .. ...... ... ... i 89
ACCTEHON . ... i e e e e e 2
Change in estimated liability .. .. ... .. .. . .. 5
DedUCHIONS . o vttt et et e e e e (76)
Foreign currency impact .. ...... ...ttt e 6
Balance at December 31,2007 ......... ... .. oo 0oL [T 3 26
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Included in the $76 of deductions in 2007 is approximately $10 related to the settlement and termination of
existing rea} estate lease agreements for technical facilities, $33 related to the decision to change the use of
restructured facilities from idle assets to productive assets, including $31 as a result of the development of a
collocation hosting business, with the remainder primarily related to third-party lease payments net of third-party
sublease receipts. Upon the change in use, the restructuring reserve for the facilities was released. If the
Company changes the use of any other restructured facilities it will release the related restructuring reserve. As of
December 31, 2007, the remaining liability related to these initiatives was $26, ail related to the GCUK and
ROW segments.

Included in the $37 of deductions in 2006 were approximately $6 related to the purchase by the Company of
a partially restructured technical facility and approximately $31 related to third-party lease payments net of third-
party sublease receipts. Upon transfer of ownership of the technical facility, the Company’s building lease
obligation and remaining facilities closing reserves were extinguished.

4. ACQUISITIONS
Impsat Acquisition

On May 9, 2007, the Company acquired Impsat for cash of $9.32 per share of Impsat common stock,
representing a total equity value of approximately $95. The total purchase price including direct costs of
acquisition was approximately $104. Impsat is a leading Latin American provider of [P, hosting and value-added
data solutions. As a result of the acquisition, the Company is able to provide greater breadth of services and
coverage in the Latin American region and enhance its competitive position as a global service provider. The
results of Impsat’s operations are included in the consolidated financial statements commencing May 9, 2007,

In connection with the Impsat acquisition, the Company recorded a $27 non-cash, non-taxable gain from the
deemed settlement of existing telecom services agreements with Impsat. Under these agreements, the Company
earned revenues or incurred expenses that, based on current market rates at the acquisition date, were favorable
to the Company. EITF No. 04-1, “Accounting for Pre-Existing Relationships between the Parties to a Business
Combination” (“EITF No, (4-1") stipulates that business relationships between an acquirer and acquiree
pre-existing a business combination must be analyzed as a separate element of accounting. The gain or loss on
the effective termination of these pre-existing business relationships should be recorded at the date of acquisition
as an adjustment to goodwill. The gain recorded as goodwill, represents the net present value of the favorable
portion of the fees over the remaining life of the agreements. This gain is included in other income, net in the
consolidated statement of operations for the year ended December 31, 2007,
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The following table summarizes the preliminary allocation of the acquisition cost, including direct costs of
the acquisition, to the assets acquired and liabilities assumed at the date of acquisition, based on their preliminary
estimated fair values:

At May 9,

2007

Cashandcashequivalents ..... ... ... ... . .. i iiiiiiiiiiinannnn. 528
ACCOUNLS TECEIVADIE, ML . . . i i e e 35
Prepaid costs and other current assets .. ... 17
Property, plant, and equipment, net . . .......... ... i e 261
Other aSSe1S ... . i i e e 9
Intangible assets . ... ... .ot 15
GoodwWill ... e e 156
Total assets acquired .. ... e i e e 521
Accountspayable . .. ... ... .. 40
Short term debt and current portion of long termdebt ... ... ... ... .. .. 53
Other current liabilities ........... .. ... . i 86
Longtermdebt .. ... ... . . i e 187
Other liabilities ....... ... i e 24
‘Total liabilities assumed ............ . ... i 390
Netassetsacquired .. ... ... .. . e e $131

Of the $15 of acquired intangible assets (10-year weighted-average useful life), $10, $2, and $3 were
assigned to customer relationships (12-year weighted-average useful life), customer contracts (4-year weighted-
average useful life) and software (4-year weighted-average useful life), respectively.

All of the goodwill and all other amounts noted above are recorded in the GC Impsat Segment. None of the
goodwill is deductible for tax purposes.

Approximately $216 of short term and long term debt was subsequently refinanced (see Note 12).

As a result of refinements to the preliminary purchase price allocation, there were additional changes to
goodwill that were made during 2007 (and included in the above table). The primary adjustments were to
reallocate $4 of goodwill to intangible assets and the reduction in our estimates of acquisition liabilities.

Fibernet Acquisition

In October 2006, the Company acquired Fibernet. The total purchase price including direct costs of the
acquisition was approximately 52 pounds sterling (approximately $97). Fibernet is a provider of specialist
telecommunications services to large enterprises and other telecommunications and internet service companies
primarily located in the United Kingdom and Germany. The Company purchased Fibernet to expand its presence
as a provider of telecommunications services in those markets. The acquisition was accounted for using the
purchase method of accounting and, accordingly, the results of Fibernet’s operations have been included in the
consolidated financial statements as of October 11, 2006,

In connection with the Fibernet acquisition, the Company recorded a non-cash, non-taxable gain from the
deemed settlement termination of existing Indefeasible Right of Use (“IRU”) and telecom services agreements
with Fibernet. Under these agreements, the Company earned revenues that, based on current market rates at the
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acquisition date, were favorable to the Company. In accordance with EITF No. 04-1, the Company recognized a
$16 gain ($13 recorded as goodwill and $3 as a reduction in pre-acquisition deferred revenue), representing the
net present value of the favorable portion of the fees over the remaining life of the agreements. This gain is
included in other income, net in the consolidated statement of operations for the year ended December 31, 2006.

In the Company’s consolidated financial statements as of December 31, 2006, the cost related to the accrued
restructuring liability for facility closures was based on preliminary information and was subject to adjustment as
new information was obtained. During 2007, adjustments to the facilities closure liability resulted in an increase
of $3 to accrued restructuring costs, and a corresponding $3 increase to goodwill, compared to our preliminary
allocation of the acquisition costs of the Fibernet acquisition.

Pro Forma Financial Information

The following unaudited pro forma consolidated results of operations have been prepared as if the
acquisition of Impsat and Fibernet had occurred at January 1, 2006:

Twelve months
ended December 31,

2007 2006
Revenue ...... ... ... . i e $2367 $2202
Loss applicable to common shareholders ........................ 5319 $ (364)
Loss applicable to common shareholders per common share—basic and
diluted ... ... . e $(7.51) 3$(11.68)

Included in the pro forma consolidated results of operations for the year ended December 31, 2007 are the
following significant non-recurring items: (i} a charge of $30 representing the accelerated issuance of common
stock to STT Crossing Ltd. on account of foregone interest through the original scheduled maturity date of the
Mandatorily Convertible Notes as an inducement to convert the Mandatorily Convertible Notes, which is
included in other income, net in the accompanying consolidated statements of operations (see Note 12);
(ii) expenses of approximately $8 related to the write off of deferred financing fees for a bridge loan facility
which was terminated upon issuance of the GC Impsat Notes; these expenses are included in other income, net in
the accompanying consolidated statements of operations; (iii} a $27 non-cash , non-taxable gain from the deemed
settlement of pre-existing arrangements with Impsat in accordance with EITF No. 04-1 which is included in other
income, net in the accompanying consolidated statements of operations (see discussion above); (iv) a2 $31 gain
due to the decision to change the use of restructured facilities at our ROW Segment from idle to productive assets
as a result of the development of a collocation hosting business, which is included in sales, general and
administrative expenses in the accompanying consolidated statement of operations (see Note 3); and (v) a $35
gain due to the reversal of contingent liability accruals for a tax claim against the Company which was dismissed
by the tax court, which is included $27 in net preconfirmation contingencies and $8 in interest expense in the
accompanying consolidated statement of operations.

Included in the pro forma consolidated results of operations for the year ended December 31, 2006 is a
non-recurring loss on a foreign exchange forward contract of $5. Also, included the pro forma consolidated
results of operations for the year ended December 31, 2006 is a $16 non-cash, non-taxable gain from the deemed
settlement of pre-existing arrangements with Fibernet recorded in accordance with EITF No. 04-1 which is
included in other income, net in the accompanying consolidated statements of operations {see discussion above).

The unaudited pro forma financial information is not intended to represent or be indicative of the
Company’s consolidated result of operations that would have been reported had the Impsat and Fibernet
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acquisitions been completed as of the beginning of the periods presented, nor should it be taken as indicative of
the Company’s future consolidated results of operations.

5. DISCONTINUED OPERATIONS AND DISPOSITIONS
Sale of SB Submarine Systems Company Ltd (“SBSS”)

During the third quarter of 2005, the Company completed the transfer of its forty-nine percent shareholding
in SB Submarine Systems Company Ltd. (“SBSS”), a joint venture primarily engaged in the subsea cable
installation and maintenance business in China, to Bridgehouse for consideration of $14 and recognized a gain of
$8 on the sale, For the year ended December 31, 2005, the Company recognized $9 of income from discontinued
operations including the $8 million gain on the sale of our equity interest in SBSS which is included in the
Company’s ROW Segment.

6. ACCOUNTS RECEIVABLE

Accounts receivable consist of the following:

December 31,
2007 2006
Accounts receivable:
Billed ..................... et e e e e $335 %241
Unbilled . ... i i i e e e 62 64
Total accounts receivable ... .. ... ... ... . . i e 397 305
AL OWANCES .. ... e (52) 43
Accounts receivable, net of allowances .......... ... ... ... .iLo.. $345 5262

The fair value of accounts receivable balances approximates their carrying value because of their short-term
nature. The Company has some concentrations of credit risk from other telecommunications providers within its
carrier sales channels (see Note 2).

7. PREPAID COSTS AND OTHER CURRENT ASSETS

Prepaid assets and other current assets consist of the following:

December 31,

2007 M

Prepaid capacity, third party maintenance and deferred installation costs .... § 36 $21
Prepaid taxes, including value added taxes in foreign jurisdictions .. ....... 33 24
Prepaidrenmts and deposits . ... ... ... .. i i 10 10
Marketable securities . ........ ... i e et 7 7
Other ... e s 35 22
Total prepaid costs and other currentassets ....................... $121  $84

F-24




GLOBAL CROSSING LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)
8. PROPERTY AND EQUIPMENT

Property and equipment, including assets held under capital leases, consist of the following:

2007 2006

Land .. e $ 11 % 5
Buildings ........ .. 84 71
Leasehold improvements . ... ....... ... ittt 50 47
Furniture, fixtures andequipment .......... .. ... 0ot eirnnann 132 90
Transmission equIPmMent .. ... ..., . .. euununniiiiiiiiii e 1,759 1,295
COnStruction I PrOZIESS .. ..o v vttt e ens 95 31

Total property and equipment ...............cccoiviieran.. $2,131 $1.,539
Accumulated depreciation . .. .. ... . .. . i e (664) 407y

Property and equipment, net ............ ... ... ... .. . . .o.... $1.467 $1,132

Assets recorded under capital lease agreements included in property and equipment consisted of $159 and
$109 of cost less accumulated depreciation of $51 and $27 at December 31, 2007 and 2006, respectively.

Labor primarily related to internally developed software in the amount of $15 and $5 was capitalized at
December 31, 2007 and December 31, 20086, respectively. The accumulated depreciation related to internal labor
was $2 and less than $1 at December 31, 2007 and 2006, respectively.

Depreciation and amortization expense related to property and equipment and cost of access instailation
costs (see Note 2) for the years ended December 31, 2007, 2006 and 2005 was approximately $259, $163, and
$142, respectively.

9. INTANGIBLES
Goodwill
Changes in the carrying amount of goodwill are as follows:

GCUK GClImpsat Total

Balance at December 31,2005 . .. ... ... ... . 5— $— 5 —
Goodwill acquired . ..... ... . . ... e e 2 — 2
Reclassifications and other . .. ... .. ... . .. . . . . . . . = — —
Balance at December 31,2006 ... ... ... ... . ... i $2 $— §$ 2
Goodwilt acquired ................... PN — 156 156
Reclassifications and other . .. .. . . e _4 (4) —
Balance at December 31,2007 . ... . ... . ... .. ... $6 $152 $158

n
H

At December 31, 2006, the $2 of goodwill resulted from the Company’s acquisition of Fibernet on
October 11, 2006. The increase in goodwill at December 31, 2007 compared to December 31, 2006 in the GCUK
Segment resulted primarily from an adjustment to the facilities closure liability compared to our preliminary
allocation of the acquisition costs of the Fibernet acquisition (See Note 4).
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Goodwill acquired in the Impsat segment resulted from the Company’s acquisition of Impsat on May 9,
2007 while the reduction of goodwill for the year ended December 31, 2007 resulted from the reversal of
valuation allowances for deferred tax assets acquired as part of the Impsat acquisition which has been recorded as
a provision for income taxes and a reduction in goodwill (see Note 15).

Other Intangible Assets
December 31, 2007 December 31, 2006
Gross Gross
Estimated Carrying Accumulated Carrying Accumulated
Useful Life  Amount Amortization Amount Amortization
Customer COMIACES . . ..ottt en e 4yrs $ 4 $1 $2 $—
Customer relationships ... ...... .. oo 10-12 yrs 33 4 22 1
Software ... ... 1-4 yrs 4 i 1 —
Total . ...t e $41 $6 $25 $1

I

Intangible asset amortization expense was $5 and $1 for the years ended December 31, 2007 and 2006,
respectively.

The following table projects the expected future amortization of the above intangible assets for the next five
years:

Year Ending December 31,
2008 e e $5
2000 . e e e e 5
20 0 5
2 1 P 3
2002 e e e _3
$21

10. OTHER ASSETS

December 31,
007 2006
Deferred 1aX GSSEIS . .o v vttt ettt ie e e e $— $9
Deferred finance COSES, MEL . . . it vt ittt ie e e rem e e e iaaa e 46 31
Prepaid capacity, third party maintenance and deferred installation costs . . .. 9 7
Prepaid taxes, including value added taxes in foreign jurisdictions ......... 8 3
Prepaid pension COStS .. ... vr ittt iiiaa e 7 5
Marketable SeCUrities .. ... ..ottt i e 3 10
3 1821
Total Other ASSBLS .. ... ittt iiie e iiian e $91  $86
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11. OTHER CURRENT LIABILITIES
Other current liabilities consist of the following:

December 31,

2007 2006

Accrued taxes, including value added taxes in foreign jurisdictions ......................... $78 % 86
Accrued payroll, bonus, commissions, and related benefits .., ... .. ... ... ... L 45 30
Accrued professional fees ... ... e e i4 24
ACCTuBd IMETESE . L . oo i e e e e e e 27 40
Acerued real estate and related costs ... L 20 16
Accrued capital expenditures . ... ... ... e 13 14
Current portion of capital lease obligations . ........... ... . ... . il 54 32
Income taxes payable ... ... .. . ... e 16 5
Accrued operations, administration & maintenance Costs ... ...... ..o it 3 8
Deferred reorganization coststy) L e e 4 4
CUSIOMET dePOSItS . . .. oottt ittt e e e e 45 26
Oher o e e e 71 51
Total other current liabilities ... ... ... . it i i e $395 $336

(@  In accordance with the Plan of Reorganization certain reorganization costs were not due and payable in full
on the Effective Date. The payment terms were negotiated with the claimants during the settlement process.
Centain of the income tax claims in the case have payment terms of up to six years. Amounts due after one
year are included in other deferred liabilities.

12. DEBT

Outstanding debt obligations consist of the following:

December 31,
2007 2006
GCUK senior secured NOES - ... .ottt eae i ieeeaaaannnnns $ 513 3508
Mandatory convertible notes with controlling shareholder ... .......... — 275
5% convertiblenotes ... ... 144 144
GCImpsat NOES ... ... i e e e 225 —
Term Loan Agreement ... ... ...ttt 348 —
Other . . e e 4] 17
Add: unamortized premium on GCUK sentor secured notes issued
December 28,2006 ... ... ... . e e 9 9
Less: unamortized discount on GCUK senior secured notes issued
December 23, 2004 ... ... e (5) (5}
Total debt obligations . .......... ... ... .. .. i 1,275 948
Less: current portion of long term debt and short termdebt .. ... . ... ... (26) _(12)
Non-current debt obligations ................ ... ..o, $1,249  $936
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GCUK Senior Secured Notes

On December 23, 2004, Global Crossing (UK) Finance PLC (“GCUK Finance™), a special purpose
financing subsidiary of the Company’s Global Crossing (UK) Telecommunications Limited subsidiary (together
with its subsidiaries, “GCUKX") issued $200 in aggregate principal amount of 10.75% U.S. dollar denominated
senior secured notes and 105 pounds sterling aggregate principal amount of 11.75% pounds sterling denominated
senior secured notes (collectively, the “GCUK Notes™). The dollar and sterling denominated notes were issued at
a discount of approximately $3 and 2 pounds sterling, respectively. The GCUK Notes mature on the tenth
anniversary of their issuance. Interest is payable in cash semi-annually on June 15 and December 15.

On December 28, 2006, GCUK Finance issued an additional 52 pounds sterling aggregate principal amount
of pound sterling denominated GCUK Notes. The additional notes were issued at a premium of approximately 3
pounds sterling. which resulted in the Company receiving gross proceeds, before underwriting fees, of
approximately $111.

The GCUK Notes are senior obligations of GCUK Finance and rank equal in right of payment with all of its
future debt. GCUK has guaranteed the GCUK Notes as a senior obligation ranking equal in right of payment with
all of its existing and future senior debt. The GCUK Notes are secured by certain assets of GCUK and GCUK
Finance, including the capital stock of GCUK Finance, but certain material assets of GCUK do not serve as
collateral for the GCUK Notes.

GCUK Finance may redeem the GCUK Notes in whole or in part, at any time on or after December 15,
2009 at redemption prices decreasing from 105.375% (for the dollar denominated notes) or 105.875% (for the
pounds sterling denominated notes) in 2009 to 100% of the principal amount in 2012 and thereafter. At any time
before December 15, 2009, GCUK Finance may redeem either series of notes, in whole or in part, by paying a
“make-whole” premium, calculated in accordance with the GCUK Notes indenture. GCUK Finance may also
redeem either series of notes, in whole but not in part, upon certain changes in tax laws and regulations.

The GCUK Notes were issued under an indenture which includes covenants and events of default that are
customary for high-yield senior note issuances. The indenture governing the GCUK Notes limits GCUK’s ability
to, among other things: (i) incur or guarantee additional indebtedness, (ii} pay dividends or make other
distributions to repurchase or redeem its stock; (iii) make investments or other restricted payments, (iv) create
liens: (v) enter into certain transactions with affiliates (vi) enter into agreements that restrict the ability of its
material subsidiaries to pay dividends; and (vii) consolidate, merge or sell all or substantially all of its assets.

Within 120 days after the end of the period beginning on December 23, 2004 and ending December 31,
2005 and for each twelve month period thereafter, GCUK must offer (the “Annual Repurchase Offer”) to
purchase a portion of the GCUK Notes at a purchase price equal to 100% of their principal amount, plus accrued
and unpaid interest, if any, to the purchase date, with 50% of “Designated GCUK Cash Flow™ from that period.
“Designated GCUK Cash Flow™ means GCUK's consolidated net income plus non-cash charges minus capital
expenditures, calculated in accordance with the terms of the indenture governing the GCUK Notes. On April 18,
2006, GCUK commenced its Annual Repurchase Offer for the period December 23, 2004 to December 31, 2005
and offered to purchase |5 pounds sterling (approximately $26) of GCUK Notes, including accrued interest. The
Annual Repurchase Offer expired on May 17, 2006 with no GCUK Notes tendered. In respect of the 2006
Annual Repurchase Offer, GCUK did not offer to purchase any of the GCUK Notes since the amount of
“Designated GCUK Cash Flow” was less than zero. In respect to the 2007 Annual Repurchase Offer, the
Company anticipates making an offer of $3 for the same period.
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A loan or dividend payment by GCUK to the Company and its affiliates is a restricted payment under the
indenture governing the GCUK Notes. Under the indenture such a payment (i) may be made only if GCUK is not
then in default under the indenture and would be permitted at that time to incur additional indebtedness under the
applicable debt incurrence test; (ii) may generally be made only within ten business days of consummation of
each Annual Repurchase Offer; and (iii) would generally be limited to 50% of GCUK’s Designated GCUK Cash
Flow plus the portion, if any, of the applicable Annual Repurchase Offer that the holders of the notes decline to
accept. ln addition, so long as GCUK is not then in default under the indenture, GCUK may make up to 10
pounds sterling (approximately $20) in the aggregate in restricted payments in excess of 50% of Designated
GCUK Cash Flow for a given period; provided that any such excess payments shall reduce the amount of
restricted payments permitted to be paid out of future Designated GCUK Excess Cash Flow. Prior to the
conversion of the Mandatorily Convertible Notes (see Term Loan Agreement below), loans from GCUK made to
the Company or the Company’s other subsidiaries were subordinated to the payment of obligations under the
Mandatority Convertible Notes. Any future loans from GCUK made to the GCL or other subsidiaries must be
subordinated to the payment of obligations under the Term Loan Agreement. The terms of any inter-company
loan by GCUK to the Company or the Company’s other subsidiaries are required by the GCUK Notes indenture
to be at arm’s length and must be agreed to by the board of directors of GCUK, including its independent
members. In the exercise of their fiduciary duties, GCUK’s directors will require GCUK to maintain a minimum
cash balance in an amount they deem prudent.

In order to better manage the Company’s foreign currency risk, the Company entered into a five-year cross-
currency interest rate swap transaction with an affiliate of Goldman Sachs & Co. to minimize exposure of any
dollar/sterling currency fluctuations related to interest payments on the $200 dollar denominated GCUK Notes.
The swap transaction converts the U.S. dollar currency rate on interest payments to a specified pound sterling
amount. In addition, the hedge counterparty has been granted a security interest in the collateral securing the
GCUK Notes ranking equally with the security interest holders of the GCUK Notes. The hedging arrangements
are subject to early termination upon events of default under the indenture governing the GCUK Notes.

For accounting purposes, the cross-currency interest rate swap is classified as a cash flow hedge in
accordance with SFAS No. 133. The Company measures the effectiveness of this derivative instrument on a
cumulative basis, comparing changes in the cross-currency interest rate swap’s cash flows since inception with
changes in the hedged item’s cash flows (the interest payment on the $200 U.S. dollar-denominated GCUK
Notes). Unrealized gains or losses resulting from changes in fair value are recorded in sharcholders’ equity in the
balance sheet as other comprehensive income (loss). The fair value of the cash flow hedge 15 recorded to “other
deferred liabilities” and “other current liabilities” at December 31, 2007 and 2006, For the year ended
December 31, 2007 and 2006, unrealized losses recorded in shareholders’ deficit as accumulated other
comprehensive loss were $4 and $5, respectively. As of December 31, 2007 and 2006, the Company recorded
unrealized gains (losses) of $1 and $(8), respectively in other comprehensive loss related to the GCUK cross-
currency interest rate swap.

5% Convertible Notes

On May 30, 2006, the Company completed a public offering of $144 aggregate principal amount of 5%
convertible senior notes due 2011 (the “5% Convertible Notes™) for total gross proceeds of $144. The 5%
Convertible Notes rank equal in right of payment with any other senior indebtedness of Global Crossing Limited,
except to the extent of the value of any collateral securing such indebtedness. The notes were priced at par value,
mature on May 15, 2011, and accrue interest at 5% per annum, payable semi-annually on May 15 and
November 15 of each year. The 5% Convertible Notes may be converted at any time prior to maturity at the
option of the holder into shares of the Company’s common stock at a conversion price of approximately $22.98
per share. At any time prior to maturity, the Company may unilaterally and irrevocably elect to settle the

E-29




GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Company’s conversion obligation in cash and, if applicable, shares of the Company’s common stock, calculated
as set forth in the indenture governing the 5% Convertible Notes. During the twelve months ended May 20, 2009
and May 20, 2010, the Company may redeem some or all of the 5% Convertible Notes for cash at a redemption
price equal to 102% and 101%, respectively, of the principal amount being redeemed, plus accrued and unpaid
interest. The Company has no right to redeem the 5% Convertible Notes prior to May 20, 2008. The Company
may be required to repurchase, for cash, all or a portion of the notes upon the occurrence of a fundamental
change (i.c., a change in control or a delisting of the Company’s common stock) at a purchase price equal to
100% of their principal amount, plus accrued and unpaid interest, or, in certain cases, to convert the notes at an
increased conversion rate based on the price paid per share of the Company’s common stock in a transaction
constituting a fundamental change.

Concurrent with the closing of the 5% Convertible Notes offering the Company purchased a portfolio of
U.S. treasury securities with total face value of $21 for $20, and pledged these securities to collateralize the first
six interest payments due on the 5% Convertible Notes. At December 31, 2007 and 2006, these securities are
included in prepaid costs and other current assets ($7) and ($7) and other assets ($3) and ($10), respectively (see
Notes 7 and 10).

Working Capital Facility

On May 10, 2006, through certain of the Company’s U.S. subsidiaries (the “W/C Facility Borrowers™), the
Company entered into a $55 working capital facility (the “Working Capital Facility”) with Bank of America,
N.A. (the “Agent”) and other lenders participating from time to time. The Working Capital Facility, which prior
to its repayment in full during 2007 (see Term Loan Agreement below), expired on May 9, 2009, provided for a
secured revolving line of credit of up to $55; provided that the availability was limited to $35 under certain
conditions. The W/C Facility Borrowers could borrow up to (i) 85% of their eligible billed accounts receivable
and (ii) 60% of their eligible unbilled accounts receivable (not to exceed $25 in unbilled accounts receivable), to
the extent the aggregate of such amounts exceeded a $20 availability block and other reserve amounts that could
be set aside by the Agent. Facility fees and other fees were payable for the duration of the facility. Borrowings
under the Working Capital Facility were to be used for commercial letters of credit and to fund the Company’s
ongoing working capital requirements including operating losses, debt service and capital expenditures. The
Working Capital Facility effectively allowed for borrowing at rates equal to LIBOR plus 2.5% to 3.0% or the
lender’s prime rate plus 1.0% to 1.5%. The actual rate depended upon the Company’s consolidated restricted
cash and the availability under the facility. The facility was secured by (i) guarantees from substantially all of the
Company's North American subsidiaries (together with the W/C Facility Borrowers, the “W/C Facility Loan
Parties”), (ii) a pledge of the W/C Facility Loan Parties’ outstanding common shares, and (11i) a first lien on
accounts receivable and other assets of the W/C Facility Loan Parties, subject to an intercreditor agreement with
the trustee under the indenture for the Mandatorily Convertible Notes. The Working Capital Facility included,
among other things, -certain financial covenants. The Working Capital Facility could be terminated by the
Company at any time without penalty and could be terminated by the lenders ninety days prior to the maturity of
the Mandatorily Convertible Notes if the lenders had not received reasonable assurance that such notes would
convert to equity. As required by the terms of the restructuring agreement among the Company and certain
subsidiaries of ST Telemedia dated October 8, 2004, the Company incurred and paid a consent fee of §1 to an ST
Telemedia subsidiary in connection with such subsidiary’s execution of the intercreditor agreement and resultant
subordination of its security interest in the collateral which also secures the Working Capital Facility. At
December 31, 2006, the Company had $1 of borrowings and $9 remaining available (after deduction of letters of
credit issued) under the Working Capital Facility.
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During the course of 2006, the Company entered into various amendments to the Working Capital Facility
which: (1) clarified a technical ambiguity in the definition of “Cash EBITDA” for purposes of the financial
maintenance covenant, waived compliance with such covenant for the nine-month period ended September 30,
2006 and reduced the minimum required “Cash EBITDA” for the twelve-month period ended December 31,
2006; (2) increased the flexibility of the W/C Facility Loan Parties to make immaterial sales and other
dispositions of property; (3) simplified compliance with certain covenants regarding agreements with other
telecommunications carriers; (4} increased, to a limited extent, the W/C Facility Loan Parties’ flexibility to incur
purchase money indebtedness and intercompany indebtedness; and (5) increased the letter of credit subline
available thereunder from $25 to $30.

In addition, on March 14, 2007, the parties to the Working Capital Facility further amended the facility:
(1) to ease certain restrictions on accessing the full amount of the facility to the extent that the Company meets
certain minimum cash balance and other requirements; (2) to further increase the letter of credit subline to $40;
(3) to reduce the minimum required “Cash EBITDA” under the financial maintenance covenant; (4} to increase
the W/C Facility Borrowers’ flexibility to incur purchase money indebtedness up to $100 at any one time
outstanding; (5) to increase the amount of permitted cash capital expenditures to $150 per year; and (6) to allow
the W/C Facility Borrowers to avoid the need to enter into lock-box arrangements covering cash receipts to the
extent that the Company meets certain minimum cash balance requirements.

GC Impsat Notes

On February 14, 2007, GC Impsat, a wholly owned subsidiary of the Company, issued $225 in aggregate
principal amount of 9.875% senior notes due February 15, 2017 (the “GC Impsat Notes™). Interest on these notes
is payable in cash semi-annually in arrears every February 15 and August 15, commencing August 15, 2007. The
proceeds of this offering were used to finance a portion of the purchase price (including the repayment of
indebtedness and payment of fees) of the Company’s acquisition of Impsat, which was consummated on May 9,
2007 (see Note 4). Pursuant to a pledge and security agreement, entered into on the date of the acquisition, GC
Impsat maintains a debt service reserve account in the name of the collateral agent for the benefit of the note
holders equal to two interest payments ($22) on the GC Impsat Notes until certain cash flow metrics have been
met, The amounts included in the debt service reserve account are included in long-term restricted cash and cash
equivalents.

The GC Impsat Notes are senior unsecured (other than with respect to the debt service reserve account)
obligations of GC Impsat and rank equal in right of payment with all of its other senior unsecured debt. Upon
consummation of the acquisition, the restricted subsidiaries of GC Impsat (including Impsat Fiber Networks Inc.
and substantially all of its subsidiaries, other than its Colombian subsidiary) guaranteed the GC [mpsat Notes on
a senior unsecured basis, ranking equal in right of payment with all of their other senior unsecured debt.

The indenture for the GC Impsat Notes limits GC Impsat’s and its restricted subsidiaries’ ability to, among
other things: (1) incur or guarantee additional indebtedness; (2) pay dividends or make other distributions;
(3) make certain investments or other restricted payments; (4) enter into arrangements that restrict dividends or
other payments to GC Impsat from its restricted subsidiaries; (5} create liens; (6) sell assets, including capital
stock of subsidiaries; (7) engage in transactions with affiliates; and (8) merge or consolidate with other
companies or sell substantially all of its assets. All of these limitations are subject to a number of important
qualifications and exceptions set forth in the indenture.

After giving effect to the refinancing of approximately $216 of debt assumed in the acquisition of Impsat
with use of the proceeds from the issuance of the GC Impsat Notes and other cash, at December 31, 2007 the
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primary debt of Impsat that remains outstanding in addition to the GC Impsat Notes is approximately $22 of
bonds issued by Impsat’s subsidiary in Colombia. These bonds bear interest at the Colombian consumer price
index plus 8% and are repayable 50% in December 2008 and 50% in December 2010.

Our results of operations for 2007 include expenses of approximately $8 related to the write off of deferred
financing fees for a bridge loan facility which was terminated upon issuance of the GC Impsat Notes; these
expenses are included in other income (expense), net in the accompanying consolidated statements of operations.

Term Loan Agreement

On May 9, 2007, the Company entered into a senior secured term loan agreement (the “Term Loan
Agreement”) with Goldman Sachs Credit Partners L.P. and Credit Suisse Securities (USA) LLC pursuant to
which it borrowed $250 on that date. The Term Loan Agreement was amended on June 1, 2007 to, among other
things, provide for the borrowing of an additional $100 on that date. These term loans (i) mature on May 9, 2012,
with amortization of 0.25% of principal repayable on a quarterly basis and the remaining principal due at
maturity, (ii) bear interest at LIBOR plus 6.25% per annum payable quarterly, (iii) have repayment premiums of
103% in the first year, 102% in the second year and 101% in the third year, and (iv) are guaranteed by all of the
Company’s subsidiaries and secured by substantially all the assets of the Company and its subsidiaries, in each
case other than those subsidiaries forming part of its Latin American operations or its GCUK Segment. The Term
Loan Agreement limits the Company’s and the guarantor subsidiaries’ ability, among other things, to: (1) incur
or guarantee additional indebtedness; (2) pay dividends or make other distributions; (3) make certain investments
or other restricted payments; (4) enter into arrangements that restrict dividends or other payments to the
Company from its restricted subsidiaries; (5) create liens; (6) sell assets, including capital siock of subsidiaries;
(7) engage in transactions with affiliates; and (8) merge or consolidate with other companies or sell substantially
all of its assets. In addition, the Term Loan Agreement includes financial maintenance covenants requiring our
ROW Segment to maintain a minimum consolidated cash balance at ali times and requiring us to maintain, as of
the end of each fiscal quarter starting with June 30, 2008, a maximum ratio of consolidated debt to a designated
measure of consolidated earnings. All of these limitations are subject to a number of important qualifications and
exceptions set forth in the Term Loan Agreement.

On September 12, 2007, the Company satisfied its initial obligations regarding the implementation of a
collateral package securing its obligations under the Term Loan Agreement. In accordance with the terms of such
agreement, the Company has an ongoing obligation to ensure that the facility is guaranteed by all its subsidiaries
and secured by substantially all the assets of the Company and its subsidiaries, in each case other than those
subsidiaries forming part of its Latin American operations or its GCUK Segment and excluding guarantees and
assets as to which the Administrative Agent for the facility reasonably determines that the cost of obtaining such
guarantee or security interest is excessive in relation to the benefit afforded to the facility’s lenders.

A portion of the proceeds of the Term Loan Agreement was used to repay in full the Company’s §53
working capital facility with Bank of America, N.A. (and other lenders), to cash collateralize $29 of letters of
credit issued under the facility (or replacement thereof) and to fund a portion of the Impsat acquisition. The
working capital facility has been terminated and no further extensions of credit will be made thereunder.
Approximately $2 of unamortized deferred financing fees related to the working capital facility were expensed in
other income, net in the consolidated statement of operations during 2007. The remaining net proceeds of the
Term Loan Agreement are being used for working capital and general corporate purposes, which may include the
acquisition of assets or businesses that are complimentary to the Company’s existing business.
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In satisfaction of an obligation under the Term Loan Agreement, the Company entered into an agreement in
July 2007 to mitigate the risk arising from the floating rate debt by hedging the term loans against interest rate
risk volatility. As of December 31, 2007, the hedge consists of two types of instruments: an interest rate swap for
approximately one year of floating (LIBOR + 6.25%) for fixed rate debt having a notional amount of $347, and
interest rate caps for the ensuing two years having notional amounts between $340 and $344 (see Note 21).

For accounting purposes, the interest rate swaps and caps are classified as a cash flow hedges in accordance
with SFAS No. 133. Unrealized gains or losses resulting from changes in fair value are recorded in the
stockholders’ equity section in the balance sheet as other comprehensive income (loss). The fair value of the cash
flow hedge is recorded to “other deferred liabilities™ and “other current liabilities™ at December 31, 2007. For the
year ended December 31, 2007, the Company recorded unrealized losses in shareholders’ deficit as accumulated
other comprehensive loss of $1 and during 2007 recognized loss of $1 in other comprehensive loss related to
these derivative instruments.

In conjunction with the recapitalization pursuant to which the Company entered into the Term Loan
Agreement, on August 27, 2007, STT Crossing Ltd converted $250 original principal amount of 4.7%
payable-in-kind mandatory convertible notes (the “Mandatorily Convertible Notes™) into approximately
16.58 million shares of common stock. Upon such conversion, the debt interests of STT Crossing Ltd. were
terminated. As consideration for the subordination of the Mandatorily Convertible Notes to the Term Loan
Agreement through the conversion date, the Company paid STT Crossing Ltd. a consent fee of $7.5 in cash
shortly after closing in the second quarter 2007 and, at conversion of the Mandatorily Convertible Notes, an
additional fee paid in shares of common stock valued at $10.5. The 16.58 million shares of common stock
received by STT Crossing Lid. included the shares representing the $10.5 consent fee as well as shares valued at
$30 representing foregone interest through the original scheduled maturity date of the Mandatorily Convertible
Notes. The $18 of consent fees was considered a debt modification and was recorded as a reduction in the
carrying value of the Mandatorily Convertible Notes in the second quarter of 2007, The $30 of foregone interest
is considered an inducement to convert and was recorded in other income, net upen conversion of the
Mandatorily Convertible Notes in the third quarter of 2007. At conversion, the carrying value of and all accrued
interest on the notes, as well as the consent fee paid in common shares, all of which together totaled $329, were
reclassified to common stock and additional paid in capital.

Mandatory Convertible Notes with Controlling Shareholder

On December 23, 2004, GCL issued Mandatorily Convertible Notes to subsidiaries of the Company’s
controlling shareholder, ST Telemedia. Prior to their conversion {see Term Loan Agreement below), the
Mandatorily Convertible Notes mandatorily converted into common equity on the fourth anniversary of their
issuance. Interest accrued at 4.7% per annum and the Company was permitted {and intended) to pay interest by
issuing additional convertible notes. There were no sinking fund requirements. The holders of the Mandatorily
Convertible Notes had the right to convert them into common shares of GCL at any time prior to their maturity
date. Any Mandatorily Convertible Note that was not converted into common shares of GCL prior to the maturity
date would have converted automatically into common shares on the maturity date. The number of common
shares of GCL to be issued upon conversion of the Mandatorily Convertible Notes was to be determined by
dividing the principal amount converted (together with any accrued but unpaid interest) by the “Conversion
Price.” The initial conversion price was $18.60 per share. The terms of the Mandatorily Convertible Notes
contained customary provisions for the adjustment of the Conversion Price in the event that the Company
declared a stock dividend or stock split or any recapitalization, reorganization or similar transaction. In the event
that the Company was unable to deliver common shares of GCL at maturity of the Mandatorily Convertible
Notes or upon receiving a notice of conversion from a holder of the Mandatorily Convertible Notes, as the result
of any law, rule or regulation or administrative proclamation or any other reason {(a “Conversion Restriction™),
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the Company was required to pay accrued interest in cash on those Mandatorily Convertible Notes at a rate of
11% (calculated retroactively from the December 23, 2004 issue date), provided that upon a sale or transfer of
Mandatorily Convertible Notes by ST Telemedia or any of its subsidiaries to any third party, the initial interest
rate of 4.7% was to be reinstated upon the original terms of the Mandatorily Convertible Notes. If the Company
was unable to deliver common shares of GCL on the maturity date, the Company was required to redeem the
Mandatorily Convertible Notes for $250 cash, plus accrued cash interest at 11% (calculated retroactively from
December 23, 2004). The Company was required to repay the Mandatorily Convertible Notes in cash if the
Company were to default on the indenture governing the Mandatorily Convertible Notes. Due to the possibility
of a Conversion Restriction, the Company accounted for interest on the Mandatorily Convertible Notes by
accruing at the 11% rate. However, at such time, if any, as the Mandatorily Convertible Notes were converted
into common shares of New GCL, all amounts accrued for interest and principal on the applicable Mandatorily
Convertible Notes would be reclassified to common stock and additional paid in capital in the Company’s
consolidated balance sheet. During the year ended December 31, 2006, $13 of accrued interest related to the
Mandatorily Convertible Notes was converted to additional Mandatorily Convertible Notes. This represented
interest accrued through December 29, 2006, calculated at the 4.7% annual rate that applies in the absence of a
Conversion Restriction.

The Mandatorily Convertible Notes were guaranteed by the majority of the Company’s existing
subsidiaries, except for GCUK and its subsidiaries and were equal in right of payment with all other senior
indebtedness of GCL (including the 5% Convertible Notes) and its subsidiaries (including one or more working
capital facilities in aggregate principal amount of up to $150) and with a limited amount of certain other senior
indebiedness of the Company and its subsidiaries. Payment of the Mandatorily Convertible Notes was secured by
a lien on substantially all the assets of the Company and its material subsidiaries, except for GCUK's assets and
the assets of its subsidiaries, such lien to be second priority to the lien of any working capital facilities if and
when such working capiral facilities was provided.

The Mandatorily Convertible Notes were not redeemable at the Company’s option prior to the occurrence of
a Conversion Restriction. After the occurrence of a Conversion Restriction, the Company would have had the
right to redeem all or any part of the Mandatorily Convertible Notes held by ST Telemedia or any of its
subsidiaries at a redemption price in cash equal to 100% of the aggregate principal amount of the Mandatorily
Convertible Notes redeemed, plus accrued and unpaid interest.

The Mandatorily Convenible Notes were issued under an indenture which included covenants and events of
default that were customary for high-yield senior note issuances. These provisions included: (i) limitations on the
indebtedness of Company and its subsidiaries (other than GCUK, GC Impsat and their subsidiaries);
(iiy limitations on dividends and other payments to equity holders and subordinated debt (including ST
Telemedia); {iii) limitations on investments and sale and leaseback transactions; (iv} restrictions on asset sales,
consolidations, and mergers; (v) limitations on granting additional liens; and (vi} limitations on transactions with
affiliates. The covenants permitted the Company to enter into one or more working capital facilities and have
limited exceptions, baskets, and carve-outs. The limitation on indebtedness covenant, in particular, permitted the
incurrence of the following: (i) up to $150 in additional debt under one or more working capital facilities (subject
to, among other things, an intercreditor agreement in form and substance satisfactory to the Convertible Notes
holder governing intercreditor matters such as the terms of the subordination of certain liens securing the
Convertible Notes to liens securing such facility); (ii) up to $30 in purchase money debt or capital lease
obligations; (iii) up to $50 of additional indebtedness not otherwise permitted to be incurred; and (iv) additional
subordinated debt if we satisfied the leverage ratio specified in the indenture, although the Company did not
expect to satisfy that ratio for the foreseeable future. Waivers previously granted by ST Telemedia allowed the
Company to exceed the $50 purchase money debt basket, although the Company required ST Telemedia’s
consent to incur additional such debt.
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Other Financing Activifies

During 2007, the Company entered into debt agreements to finance various equipment purchases and
software licenses. The total debt obligation resulting from these agreements is $15. These agreements have terms
that range from 24 to 36 months and annual interest rates that generally range from 2.8% to 12% with a weighted
average effective interest rate of 5.5%. In addition, the Company also entered into various capital leasing
arrangements that amounted to $73. These agreements have terms that range from 10 to 52 months and implicit
interest rates that range from 5.5% to 15.8%, with a weighted average effective interest rate of 9.2% .

Certain of the Company’s debt and capital lease agreements contain non-financial covenants which require
specific tracking and reporting procedures for the physical location of the leased assets. The failure to meet these
covenants allows the lessor to accelerate payments under the lease agreements. At December 31, 2007, these
non-financial covenants have not been met for debt and lease agreements representing $85 of indebtedness. The
Company has received a waiver for approximately $79 of such non-compliance through January 1, 2009
assuming certain milestones are achieved. The Company has achieved all milestones as of December 31, 2007,
and expects to achieve the remaining milestones and become compliant prior to the deadline. The remaining
balances are classified as current liabilities at December 31, 2007.

13. OBLIGATIONS UNDER CAPITAL LEASES

The Company has capitalized the future minimum lease payments of property and equipment under leases
that qualify as capital leases.

At December 31, 2007, future minimum payments under these capital leases are as follows and are included
in other current liabilities and obligations under capital lease in the accompanying consolidated balance sheet:

Year Ending December 31,

2008 . e e $ 62
2000 L e e 57
2000 e 32
7 14
20l e e 6
Thereafler .. ... . e e 56
Total minimum lease payments ... ............itirrnnrrerrrnrnanennnns. 227
Less: amount representing interest .. ........ ... ... . . i (50)
Present value of minimum lease payments . ...............o ... 177
Less: current portion (Note L1} . .. .o i it e iy (54)
Long term obligations under capital leases . ............................. $123

14. SHAREHOLDERS’ DEFICIT
Preferred Stock

On the Effective Date, GCL issued 18,000,000 shares of 2% cumulative senior convertible preferred stock
to a subsidiary of ST Telemedia (the “GCL Preferred Stock™). The GCL Preferred Stock accumulates dividends
at the rate of 2% per annum. Those dividends will be payable in cash after GCL and its subsidiaries achieve
cumulative operating earnings before interest, taxes, depreciation and amortization (but excluding the
contribution of (i) sales-type lease revenue (ii) revenue recognized from the amortization of indefeasible rights of
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use not recognized as sales-type leases and (iil) any revenue recognized from extraordinary transactions or from
the disposition of assets by the Company or any subsidiary other than in the ordinary course of business) of $650
or more. The GCL Preferred Stock has a par value of $.10 per share and a liquidation preference of $10 per share
(for an aggregate liquidation preference of $180). The GCL Preferred Stock ranks senior to all other capital stock
of GCL, provided that any distribution to shareholders following a disposition of all or any portion of the assets
of GCL will be shared pro rata by the holders of Common Stock and Preferred Stock on an as-converted basis.
Each share of GCL Preferred Stock is convertible into one share of GCL Common Stock at the option of the
holder.

The preferred stock votes on an as-converted basis with the GCL common stock, but has class voting rights
with respect to any amendments to the terms of the GCL Preferred Stock. As long as ST Telemedia beneficially
owns at least 15% or more of GCL Common Stock on a non-diluted and as-converted basis, excluding up to
3,478,261 shares of GCL common stock reserved or issued under the new management stock incentive plan
(“Stock Incentive Plan™) adopted by GCL on the Effective Date, its approval will be required for certain major
corporate actions of the Company and/or its subsidiaries. Those corporate actions include (i) the appointment or
replacement of the chief executive officer, (ii) material acquisitions or dispositions, (i} mergers, consolidations
or reorganizations, (iv} issuance of additional equity securities (other than enumerated exceptions), (v) incurrence
of indebtedness above specified amounts, (vi) capital expenditures in excess of specified amounts, (vii) the
commencement of bankruptcy or other insolvency proceedings, and (viii) certain affiliate transactions.

Common Stock

On the Effective Date, GCL was authorized to issue 55,000,000 shares of common stock. In 2006, vpon
approval from shareholders, the number of authorized shares was increased to 85,000,000. In 2007, upon
approval from shareholders, the number of authorized shares was increased to 110,000,000. Pursuant to the Plan
of Reorganization, upon the Company’s emergence from bankruptcy, GCL issued 15,400,000 shares of common
stock to its pre-petition creditors and issued 6,600,000 shares of common stock to a subsidiary of ST Telemedia.
18,000,000 shares of common stock were reserved for the conversion of the GCL Preferred Stock, while an
additional 3,478,261 shares of common stock were reserved for issuance under GCL’s 2003 Stock Incentive
Plan, During 2005 the shares of common stock reserved for issuance under the Stock Incentive Plan was
increased to 8,378,261, In 2007, upon approval from shareholders, shares of common stock reserved for issuance
under the Stock Incentive Plan was increased to 11,378,261.

On May 30, 2006, the Company completed a public offering of 12,000,000 shares of common stock at $20
per share for gross proceeds of $240. A subsidiary of ST Telemedia purchased 6,226,145 shares of common
stock io the offering.

In conjunction with the recapitalization pursuant to which the Company entered into the Term Loan
Agreement, on August 27, 2007, STT Crossing Ltd converted $250 original principal amount of mandatorily
convertible notes due December 2008 (the “Mandatorily Convertible Notes™) into approximaiely 16.58 million
shares of common stock. Upon such conversion, the debt interests of STT Crossing Ltd. were terminated. As
consideration for the subordination of the Mandatorily Convertible Notes to the Term Loan Agreement through
the conversion date, the Company paid STT Crossing Ltd. a consent fee of $7.5 in cash shortly after closing in
the second quarter 2007 and, at conversion of the Mandatorily Convertible Notes, an additional fee paid in shares
of common stock valued at $10.5. The 16.58 million shares of common stock received by STT Crossing Litd.
included the shares representing the $10.5 consent fee as well as shares valued at $30 representing foregone
interest through the origina! scheduled maturity date of the Mandatorily Convertible Notes. The $18 of consent
fees was considered a debt modification and was recorded as a reduction in the carrying value of the Mandatorily
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Convertible Notes. The $30 of unearned accrued interest is considered an inducement to convert and was
recorded in other expense, net upon conversion of the Mandatorily Convertible Notes. At conversion, the
carrying value of and all accrued interest on the notes, as well as the consent fee paid in common shares, all of
which together totaled $329, were reclassified to common stock and additional paid in capital.

Each share of GCL common stock has a par value of $.01 and entitles the holder thereof to one vote on all
matters to be approved by stockholders. The amended and restated by-laws of GCL contain certain special
protections for minority shareholders, including certain obligations of ST Telemedia, or other third parties, to
offer to purchase shares of GCL Common Stock under certain circumstances,

15, INCOME TAX
The provision for income taxes is comprised of the following:

Year Ended December 31,

2007 2006 2005

CUITENL o e e e e e e e e e e e e e e e ) $() $ (N
Deferred . .o e e e (54) (66) (56)
Total inCOME tax PrOVISION .. ..\ttt $(63) $(67) $(63)

Income taxes have been provided based upon the tax laws and rates in the countries in which operations are
conducted and income is earned. Bermuda does not impose a statutory income tax and consequently the
provision for income taxes recorded relates to income earned by certain subsidiaries of the Company which are
located in jurisdictions that impose income taxes.

The current tax provision includes recurring income, asset and withholding taxes for the years ended
December 31, 2007, 2006 and 2005 of $9, 1, and $7, respectively. Fresh start accounting has resulted in a net
deferred tax provision of $41, $45, and $56 in 2007, 2006 and 2005, respectively, resulting from the utilization of
pre-emergence net deferred tax assets that were offset by a full valuation allowance. In accordance with SOP
90-7, the reversal of the valuation allowance that existed at the fresh start date has been first recorded as a
reduction of intangibles to zero and thereafter as an increase in additiona! paid-in-capital,

The deferred income tax provision reflects the net tax effect of temporary differences between the carrying
arnounts of assets and liabilities for financial reporting purposes and amounts used for income tax purposes. The
following is a summary of the significant items giving rise to components of the Company’s deferred tax assets
and liabilities:

December 31,
2007 2006
Assets Liabilities Assets Liabilities
Property and eQUIPIMENT . . .. ... ... uuuturtnt i $§ 411 §— § 558 §$—
Net operating loss (“NOL") carry forwards ...................... 1,936 — 1,808 —
Allowance for doubtful accounts .......... ... . .cceevnien.. 258 — 236 —
Deferred revenue . . ... .. e — (25) — 42)
1 (T O 83 — — (19
2,688 (25) 2,602 61)
Valuation allowance ... . vt e (2,663) — (2,532) —

$ 25 s@5 $_ 70 S6)
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The Company’s valuation allowance changed in the amount of $131, $164, and $(107) for the years ended
December 31, 2007, 2006 and 2005. respectively. The valuation allowance is primarily related to deferred tax
assets due to the uncertainty of realizing the full benefit of the NOL carry forwards. In evaluating the amount of
valuation allowance required, the Company considers each subsidiary’s prior operating results and future plans
and expectations. The utilization period of the NOL. carry forwards and the turnaround period of other temporary
differences are also considered. The pre-emergence valuation allowance on net deferred tax assets was
$2,262 and 32,240 at December 31, 2007 and 2006, respectively, which if realized would be accounted for in
accordance with SOP 90-7 as a reduction of intangible assets established on the Effective Date to zero and
thereafter as an increase in additional paid-in capital. The Company has reduced all intangible assets to zero. All
remaining utilizations will be recorded as an increase in additional paid-in capital.

Included in the Company’s 2007 valuation allowance is Impsat. Impsat’s temporary differences, as of the
date of acquisition, were fully valued. Based on managements evaluation of the Company’s operating results, a
full valuation of the assets will continue primarily due to the uncertainty of realizing the full benefit of the NOL
carry forwards.

A substantial amount of the Company’s pre-emergence NOL’s and other deferred assets generated prior to
the bankruptcy have been reduced as a result of the discharge and cancellation of various pre-petition liabilities,
As of December 31, 2007 the Company has NOL carry forwards of $7,488, $948, $573 and $2 in Europe, North
America, Latin America and Asia, respectively. Certain of these carry forwards will expire in 2008 and may be
limited by United States Internal Revenue Code Section 382,

During the year ended December 31, 2006, the Company sold entities with NOL’s not expected to be
utilized. The Company received $19 in gross cash proceeds ($17 after deduction of costs associated with the
sale). In accordance with SOP 90-7, as the sale represents a utilization of net pre-emergence deferred tax assets
that were offset by a valuation allowance, the $17 of net proceeds has been recorded as an increase in additional
paid-in capital.

During 2007, the Company realized $4 of tax benefits as a result of the reversal of valuation allowances for
deferred tax assets acquired as part of Impsat acquisition. The recognition of the tax benefits for those items (by
elimination of the valuation allowance) after the acquisition date are to first reduce to zero any goodwill related
to the acquisition and then to reduce to zero other non-current intangible assets related to the acquisition, and
then to reduce income tax expense. This accounting treatment does not result in any change in liabilities to taxing
authorities or in cash flows.

During 2007 and 2006, the Company increased its valuation allowance to reduce the U.K. deferred tax
assets by $9 and 321, respectively, to reflect the amount considered more likely than not to be realized. At
December 31, 2007, the U.K. deferred tax assets have a full valuation allowance recorded against them.

During 2005 the Company recognized $15 of its U.K. deferred tax assets due to sufficient positive evidence
of the future realization of those assets. Under fresh start accounting the decline in the valuation allowance has
been recorded as a reduction of intangible assets established on the Effective Date to zero and thereafter as an
increase in additional paid-in-capital.

The Company adopted the provisions of FASB Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes: an interpretation of FASB Statement No. 109” (“FIN 48™), on January 1, 2007. This interpretation
states that an “enterprise shall initially recognize the financial statement effects of a 1ax position where it is more
likely than not, based on the technical merits, that the position will be sustained upon examination.” “More likely
than not” is defined as a likelihood of greater than 50% based on the facts, circumstances and information
available at the reporting date.
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The total amount of the unrecognized tax benefits as of the date of adoption and December 31, 2007 was
$11 and $20, respectively. There was no impact to the January 1, 2007 balance of accumulated deficit upon
adoption of FIN 48.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Balance at January 1, 2007 ... . e $11
Additions based on tax positions related tothe current year . ... ... ... ... ... oL 1
Additions for tax positions of prior years .. ... .. .. i e 4
Additions for positions of new acquisitions .. ... L o e 5
Decrease for tax positions of prior years . . .. ... L N
Balance at December 31, 2007 ... e $20

Included in the balance of unrecognized tax benefits at January 1, 2007 and December 31, 2007, are $4 and
$6, respectively of tax benefits that, if recognized, would affect the effective tax rate. The Company also
recognizes interest accrued related to unrecognized tax benefits and income tax contingencies in interest expense
and penalties in income tax expense. The Company had approximately $15 and $11 for the payment of interest
and penalties accrued in other current liabilities and other deferred liabilities at December 31, 2007 and
December 31, 2006, respectively. It is not expected that the amount of unrecognized tax benefits will change
significantly in the next 12 months.

During 2007, the Company received notification from the Internal Revenue Service that its audit of the
Company's 2002 and 2003 tax years has resulted in the tax returns being accepted as filed, without change. Also
during 2007, the Company received notification from the IRS that its audit of the Company’s 2004 tax year has
resulted in that tax return being accepted as filed, without change. Accordingly, the Company is no longer subject
to U.S. federal income tax examination for periods prior to 2003. With respect to the United Kingdom, as of
December 31, 2007, the Company is no longer subject to income tax inquiries by Her Majesty’s Revenue &
Customs for the years up to and including 2003. The Company is also subject to taxation in various states and
other foreign jurisdictions.

The Company and its subsidiaries’ income tax returns are routinely examined by various tax authorities. In
connection with such examinations, tax authorities have raised issues and proposed tax adjustments. The
Company is reviewing the issues raised and will contest any adjustments it deems inappropriate. In
management’s opinion, adequate provision for income taxes has been made for all open years.

16. REORGANIZATION ITEMS
Preconfirmation Contingencies

During the years ended December 31, 2007, 2006 and 2005, the Company settled various third-party
disputes and revised its estimated liability for other disputes related to periods prior to the emergence from
chapter 11 proceedings. The Company has accounted for this in accordance with AICPA Practice Bulletin 11.
The resulting net gain on the settlements and change in estimated liability of $33, $32, and $36 is included within
net gain on pre-confirmation contingencies in the consoclidated staternent of operations for the years ended
December 31, 2007, 2006 and 2005, respectively. The most significant portion of the gain is a result of
settlements with certain tax authorities and changes in the estimated liability for other income and non-income
tax contingencies. During 2007, the Company released a significant accrual relating to a foreign customs tax
audit (see Note 22).
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17. LOSS PER COMMON SHARE

The following is a reconciliation of the numerators and the denominators of the basic and diluted loss per
share:

Year Ended December 31,

2007 2006 2005
Loss from continuing operations ... .......................... $ (306) % 324y § (363)
Preferred stock dividends ......... .. ... ... ... .. .. ... ... .... (4) &) (4)
Loss from continuing operations applicable to common
shareholders . ... .. .. $ (310 § (327 % (367)
Weighted average common shares outstanding:
Basicanddiluted .......... ... ... .. ... ... ... 42,461,853 31,153,152 22,466,180
Loss from continuing operations applicable to common
shareholders:
Basic and diluted loss pershare ......................... $ (7.30) % (10.50) $ (16.34)

The Company reported losses from continuing operations for the years ended December 31, 2007, 2006 and
2005, As a result, diluted loss per share is the same as basic in those periods, as any potentially dilutive securities
would reduce the loss per share from continuing operations.

Diluted loss per share for the years ended December 31, 2007, 2006 and 2005 does not include the effect of
the following potential shares, as they are anti-dilutive:

Potential common shares excluded from the Year Ended December 31,

calculation of diluted loss per share 2007 2006 2005
(millions)

Manditorily convertible notes with controlling shareholder .. ................ 15

5% Convertible NOtes ... ... i 6

Convertible preferred stock .. ... ... ... i 18

SEOCK OPLIONS . . . e e e e
Restricted stock UnitS . . ... . e e

1R1- — 5% o |
12— —a | =

21— -

18. STOCK-BASED COMPENSATION

The Company recognized $31, $24, and $56, respectively, of non-cash stock related expenses for the year
ended December 31, 2007, 2006 and 2005. These expenses are included in selling, general and administrative
expenses and real estate, network and operations in the consolidated statements of operations. Stock-related
expenses for each period relate to share-based awards granted under Global Crossing Limited 2003 Stock
Incentive Plan (the “2003 Stock Incentive Plan™) and reflect awards outstanding during such period, including
awards granted both prior to and during such period. The Company adopted the 2003 Stock Incentive Plan on the
Effective Date. Under the 2003 Stock Incentive Plan, the Company is authorized to issue, in the aggregate, share-
based awards of up to 11,378,261 common shares to employees, directors and consultants who are selected to
participate.
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Stock Options

Non-qualified options to purchase 88,326 shares of GCL common stock were granted during the year ended
December 31, 2005. These stock options are exercisable over a ten-year period, vest over a three-year period and
have an exercise price range of $16.26 to $20.50 per share. No stock options were granted during 2006 and 2007,

Information regarding options granted and outstanding for the years ended December 31, 2007, 2006 and
2005 is summarized below:

Weighted-Average

Number Exercise Price
Qutstanding per Share
Balance as of January 1, 2005 ... .. e 2,518,578 $11.21
Granted . ... e e 88,326 $19.78
Bxercised . .. e e e (194,359) $10.21
oy {3 L2« (266,318) $11.64
Balance as of December 31, 2005 .. ... ... 2,146,227 $11.60
Exercised . .. e (466,431) $10.60
Forfeited ... i e e e e (54,066) $11.77
Balance as of December 31,2006 . ... ... . i e 1,625.730 $11.88
BXerCiSet o ot e e R (351,447) $11.22
Borfeited . .. . e e (22,804) $15.39
Balance as for December 31, 2007 ... ... . . . oot 1,251,479 $12.00

The following table summarizes information concerning outstanding and exercisable options for the year
ended December 31, 2007:

Options Qutstanding Options Exercisable
Weighted-Average
Remaining Weighted-Average Weighted-Average
Number Contractual Life Exercise Price Number Exercise Price

Exercise Prices Outstanding (in years) per Share Exercisable per Share
$10.16 .................... 883,937 59 $10.16 883,937 $10.16
$1539 ...l 294,216 7.0 $15.39 294,216 $15.39
$2050 ...l 73,326 7.1 $20.50 48,886 $20.50

Total .................. 1,251,479 6.2 $12.00 1,227,039 $11.83

The weighted average remaining contractual term was 6.2 years for stock options exercisable as of
December 31, 2007. The total intrinsic value was approximately $13 and $13 for options outstanding and
exercisable, respectively, as of December 31, 2007. The total intrinsic value for stock options exercised was $3,
$5, and $1, during 2007, 2006 and 2005, respectively.

At December 31, 2007, unrecognized compensation expense related to stock options was less than $1 and is
expected to be recognized in 2008,

Restricted Stock Units

During the year ended December 31, 2007, the members of the Board of Directors were granted awards
totaling 15,402 fulty vested unrestricted shares of common stock, representing both installments of the directors’
annual retainer fees that is payable in shares rather than cash. Also, during the year ended December 31, 2007,
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the members of the Board of Directors were granted awards totaling 29,040 unrestricted shares of common stock
with a one year cliff vesting on June 12, 2008. These awards were made in accordance with the Company’s
annual long-term incentive program for Board members.

During 2007, the Board of Directors approved a grant of awards under a special program to substantially all
non-sales employees of the Company. The program is intended 1o retain and motivate the Company’s employees.
The awards granted aggregated: (i) $3 of cash; and (ii) 1,194,880 restricted stock units that vest over a period of
either six or twelve months from the date of grant. Also, during 2007, the Board of Directors approved a grant of
awards under a special program related to the Impsat acquisition to key employees of the GC lmpsat Segment
and a limited group of ROW Segment employees involved in the Impsat integration. The program is intended to
retain and motivate these employees through the integration of Impsat. The awards granted to non-executives
aggregated 32,600 restricted stock units that vest over a period of twelve months from the date of grant. The
awards granted to executives aggregated 20,736 restricted stock units that vest one-third per year over a three
year period. In addition, in 2007 in conjunction with the Company’s annual long-term incentive program for
2007, the Company awarded to certain employees 333,400 restricted stock units which vest on March 13, 2010.

During the year ended December 31, 2007, certain executives of Impsat entered into employment
agreements with the Company which include a special bonus program to encourage executive continuity to
maximize the benefit of GCL’s acquisition of Impsat. This bonus program consists of both time based and
performance based compenents. The time based component will vest on the earlier of: (a) 7.5 months from the
acquisition date or (b} the date in which the executive is terminated without cause.

During the year ended December 31, 2006 the Company awarded 440,200 restricted stock units to
employees and 39,528 restricted stock units to members of the Company’s Board of Directors. The 39,528
restricted stock units awarded to members of the Board of Directors vest on August 15, 2007, subject to
continued service on the board through the vesting date. The 440,200 restricted stock units awarded to employees
are scheduled to vest on March 7, 2009; however, the chief executive officer’s performance shares also vest in
full upon actual or constructive termination without cause (as determined in accordance with his employment
agreement).

During the year ended December 31, 2005, the Company awarded 513,200 restricted stock units to officers
of the Company under the 2003 Stock Incentive Plan. The restricted stock units vest and convert into common
shares on June 14, 2008, and are subject to continued employment through the vesting date and subject to earlier
pro-rata payout in the event of death or long-term disability.
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The following table summarizes restricted stock units granted, forfeited and canceled for the years ended
December 31, 2007, 2006 and 2005:

Number of  Weighted-Average

Restricted Issue Price
Stock Units per Share
Balance as forJanvary 1,2005 .. .. ... . .. 1,019,850
L) 1 11« 513,200 $16.02
Vst . .o e e e e (338,654)
Vested RSUs withheld for tax purposes .. ... i (5,632)
Forfelted ... .o e e (121,626)
Balance as of December 31, 2005 . ... .. ... e 1,067,138
Granted . ... ... 479,728 $17.75
Vested .. e e e e (356,052)
Vested RSUs withheld for tax purposes .. .......o i et (11.237)
a0 1o (53,099)
Balance as of December 31,2006 . ...... . ... . . e 1,126,478
L 111 T I A 1,652,375 $27.09
=53 €T (1,012,076)
Vested RSUs withheld fortax purposes .. .......... .. .. oo i i (83,142)
Forfeited ... .. . e (310,779)

Balance as of December 31, 2007 ... ... i e 1,372,856

As of December 31, 2007, unrecognized compensation expense related to the unvested portion of RSUs was
approximately $16 and is expected to be recognized over the next 2.4 years.

Performance Share Granis

In connection with the Company’s annual long-term incentive program for 2007, the Company awarded to
certain employees 397,000 performance share opportunities which vest on December 31, 2009, in each case
subject to continved employment through the vesting date and subject to earlier pro-rata payout in the event of
death or long-term disability. Each performance share grantee can earn (i) 50% of his or her target award for a
given opportunity if the threshold financial performance goal for that opportunity is achieved, (ii} 100% of his or
her target award for a given opportunity if the target financial performance goal for that opportunity is achieved
or (iii) 150% of his or her target award for a given opportunity if the maximum financial performance goal for
that opportunity is achieved. No payout will be made for performance below threshold, and the payout for
performance above maximum is capped at 150% of the target opportunity. Actual payouts will be calculated
using interpolation between threshold and target or target and maximum, as applicable. The total performance
share opportunity of each participant in this program comprises three separate award opportunities based on
measures of combined 2007 and 2008 ecarnings, cash use, and adjusted gross margin attributable to the
Company’s enterprise, carrier data and indirect sales channels.

During the year ended December 31, 2007, certain executives of Impsat entered into employment
agreements with the Company which include a special bonus program to encourage executive continuity to
maximize the benefit of GCL’s acquisition of Impsat. This bonus program consists of both time based and
performance based components. The performance based component is payable by August 31, 2008, based on the
achievement of certain performance metrics for a performance period of July 1, 2007 to June 30, 2008. The
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performance based component will not be paid out if the executive is terminated for any reason prior to June 30,
2008. These executives are also entitled to participate in the 2007 Bonus Program, as modified such that the
targets for the portion of the year prior to the acquisition of Impsat are based on Impsat’s standalone financial
results, and to receive a guaranteed annual bonus to be paid out to these executives regardless of whether
Company targets are met. These bonuses are expected to be paid in unrestricted shares of common stock of GCL;
however GCL. retains discretion to use cash rather than shares.

During the year ended December 31, 2006, the Company awarded 522,800 performance share oppertunities
to officers of the Company under the 2003 Stock Incentive Plan. The performance share opportunities vest and
convert into common shares on December 31, 2008, and are subject to continued employment through the
vesting date and subject to earlier pro-rata payout in the event of death or long-term disability. Each performance
share grantee can earn (i) 50% of his or her target award for a given opportunity if the threshold financial
performance goal for that opportunity is achieved, (i) 100% of his or her target award for a given opportunity if
the target financial performance goal for that opportunity is achieved or (iii) 150% of his or her target award for a
given opportunity if the maximum financial performance goal for that opportunity is achieved or exceeded. No
payout will be made for performance below threshold. Actual payouts will be calculated using interpolation
between threshold and target or target and maximum, as applicable. The total performance share opportunity of
each participant in this program comprises three separate award opportunities based on measures of combined
2006 and 2007 earnings, cash use, and gross margin attributable to the Company’s enterprise, carrier data, and
indirect sales channels.

During the year ended December 31, 2005, the Company awarded 600,600 performance share opportunities
to employees of the Company under the 2003 Stock Incentive Plan. The total performance share opportunity of
each participant of the program comprised three separate award opportunities based on measures of combined
2005 and 2006 earnings, cash use and gross margin attributable to the Company’s enterprise, carrier data and
indirect sales channels. No shares were awarded under this program as none of the financial target thresholds
were met.

Senior Leadership Performance Program

On November 19, 2004, the Board of Directors adopted the Senior Leadership Performance Program (the
“*SLPP) at the recommendation of the Compensation Committee of the Board of Directors. The SLPP was a
long-term incentive program intended to retain key executives and to motivate them to help the Company
achieve its financial goals. The participants in the SLPP included all executive officers of the Company and a
limited group of additional key executives (collectively, the “SLPP Participants™).

The SLPP created for each SLPP Participant an aggregate potential award under the SLPP (the “Maximum
Award”), an amount equivaient to the SLPP Participant’s regular annual cash bonus target opportunity as of the date
on which the SLPP was approved. The awards were to be granted if the Company achieved specified performance
goals relating to earnings (the “EBITDA Goal”) and/or cash flow (the “Cash Flow Goal”). Specifically, each SLPP
Participant was entitled (o receive (i) a bonus in the amount equal to 50% of such SLPP Participant’s Maximum
Award if the EBITDA Goal was achieved by December 31, 2006 and/or (ii) a bonus in an amount equal to 50% of
such SLPP Participant’s Maximum Award if the Cash Flow Goal was achieved by December 31, 2006. No shares
were awarded under this program as none of the financial target thresholds were met.

Annual Bonus Program

During the year ended December 31, 2007, the Board of Directors adopted the 2007 Annuval Bonus Program
(the “2007 Bonus Program”). The 2007 Bonus Program is an annual bonus program for substantially all
non-sales employees of the Company intended to retain such employees and to motivate them to help the
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Company achieve its financial goals. Each participant is provided a target award under the 2007 Bonus Program
expressed as a percentage of base salary. Actual awards under the 2007 Bonus Program will be paid only if the
Company achieves specified earnings and cash use goals. Bonus payouts under the 2007 Bonus Program will be
made in unrestricted shares of common stock of the Company; provided that the Compensation Committee of the
Board of Directors retains discretion to use cash rather than shares as it deems fit. To the extent common shares
are used for payment of bonus awards, such shares shall be valued based on the closing price on the NASDAQ
National Market on the date determined by the Compensation Committee of the Board of Directors at the time
the Committee certifies the financial results. As of December 31, 2007, $12 has been accrued for this bonus plan,
including employer liability for payroll taxes and charges.

During the year'ended December 3, 2006, the Board of Directors of the Company adopted the 2006 Annual
Bonus Program (the “2006 Bonus Program™). The 2006 Bonus Program was an annual bonus applicable to
substantially all employees of the Company, which was intended to retain such employees and 10 motivate them
to help the Company achieve its financial goals. Each participant was provided a target award under the 2006
Bonus Program expressed as a percentage of base salary. Actual awards under the 2006 Bonus Program were to
be paid only if the Company achieved specified earnings and cash flow goals. No payouts were awarded under
this program as none of the financial target thresholds were met.

Under the 2005 annual bonus program, 1,200,050 common shares were issued in March 2006 and 62,939
were withheld in connection with the payment of the related withholding taxes for executive officers and certain
other employees restricted from selling their shares of Company stock due to legal restrictions applicable to
corporate insiders.

19. EMPLOYEE BENEFIT PLANS
Defined Contribution Plans

The Company sponsors a number of defined contribution plans. The principal defined contribution plans are
discussed individually below. Other defined contribution plans are not individually significant and therefore have
been summarized in aggregate below.

The Global Crossing Employees’ Retirement Savings Plan (the “401 (k) Plan™} qualifies under
Section 401(k) of the Internal Revenue Code. Each eligible employee may contribute on a tax-deferred basis a
portion of his or her annual earnings not to exceed certain limits. The Company provides 50% matching
contributions up to 6% of gross compensation. The Company’s contributions to the 401 (k) Plan vest
immediately. Expenses recorded by the Company relating to the 401 (k) Plan for the years ended December 31,
2007, 2006 and 2005 were approximately $4, $4, and $4, respectively.

The Company maintains a defined contribution plan for the employees of GCUK. Each eligible employee
contributes on a tax-deferred basis 4% of his or her annual basic salary. The Company contributes 8% of salary,
which contributions vest after two years. Expenses recorded by the Company relating to this plan were
approximately $2, $3, and $3 for the years ended December 31, 2007, 2006 and 2005, respectively.

Other defined contribution plans sponsored by the Company are individually not significant. On an

aggregate basis the expenses recorded by the Company relating to these plans were approximately $2, $2, and $2,
for the years ended December 31. 2007, 2006 and 2005, respectively.
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Defined Benefit Plans

On December 31, 2006 the Company adopted FAS No. 158. The Company is required to recognize in its
statement of financial condition the funded status of its defined benefit postretirement plans, measured as the
difference between the fair value of the plan assets and the projected benefit obligation. FAS 158 also requires an
entity to recognize changes in the funded status within accumulated other comprehensive loss, net of tax to the
extent such changes are not recognized in earnings as components of periodic net benefit cost.

For the year ended December 31, 2006 the foliowing is a summary of the accumulated adjustments as a
result of adopting FAS 158:

Before After
Application of Application of
Statement 158  Adjustments Statement 158
Asset for pensionbenefits .. ... ... i i $7 $ (2 $ 5
Non-current pension liability ............. ... ... ... .. ....... (3 (§[0)] (15
Total ASSeUS . v . vttt e e e e 7 (2) 5
Total Habilities . ... ... ... . . e et (5) (10) (15)
Accumulated other comprehensiveloss ......... ... ... il — (12) (12)
Total shareholders’ deficit ........ ... i i, —_ (12) (12

The Company sponsors both contributory and non-contributory employee pension plans available to eligible
employees of Global Crossing North America, Inc. (f/k/a Frontier Corporation) and GCUK (f/k/a Racal
Telecom). The plans provide defined benefits based on years of service and final average salary.

Global Crossing North America, Inc.’s pension plan was frozen on December 31, 1996. As of that date, all
existing plan participants became 100% vested and all employees hired thereafter are not eligible to participate in
the plan.

GCUK has two separate pension plans: the Global Crossing UK. Pension Plan (“GCUK Pension Plan”) and
the Global Crossing Shared Cost Section of the Railways Pension Plan (“GCUK Railway Pension Plan”). Both
pension plans were closed to new employees on December 31, 1999. The GCUK Railway Pension Plan is a
pension plan that splits the costs 60%/40% between the Company and the employees, respectively,

The Company uses a December 3| measurement date for all pension plans.

Changes in the projected benefit obligation for all pension plans sponsored by the Company are as follows:

Pension Plans

December 31,

2007 2006
Projected benefit obligation at beginning of period . ............ ... ... oo, $109 s 88
SBIVICE COSL . . oottt e e e 2 2
L= (T 6 5
Actuarial (Bain) 0SS . ..o i e (6) 6
Benefits paid . ... ... e 4) 3)
Foreignexchange ......... ... . . i ] 1
Projected benefit obligation atend of period ........ ... ... i i 5108 3109
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Change in the fair value of assets for all pension plans sponsored by the Company are as follows:

Pension Plans

2007 2006
Fair value of plan assets at beginning of period ......... ... ... ... . ... .. ... ... ... ... $95 $77
Actual return on plan @ssets ... ... ... e e 8 10
Employer contribution ..., ... . . e 1 2
Benefits paid ... ... ... e e e ) )]
Foreign exchange . .. ... o i e e 1 9
Fair value of plan assets atend of period . . . ... ... ... . L., $101  $95

The funded status for all pension plans sponsored by the Company is as follows:

Pension Plans

2007 2006
Funded Statls . ... ..ottt it e e e 7y $314)
Funded status attributable to employees ........... . . . i e 1 4
Accrued benefit COSt, MEE .. .. .. i ittt ittt e e e e e e e $6) $(10)

The total accumulated benefit obligation for all pension plans sponsored by the Company is $91 and $92, at
December 31, 2007 and 2006, respectively.

The GCUK Railway Pension Plan projected benefit obligation exceeded the fair value of plan assets at
December 31, 2007 and 2006. The projected benefit obligation and fair value of plan assets for this plan was $76
and $73, respectively at December 31, 2007 and $78 and $68, respectively at December 31, 2006.

The GCUK Pension Plan projected benefit obligation exceeded the fair value of plan assets at December 31,
2007 and 2006. The projected benefit obligation and fair value of plan assets for this plan is $20 and $10,
respectively at December 31, 2007 and $18 and $9, respectively at December 31, 2006. The Global Crossing
North America Inc.’s pension plan’s projected benefit obligation exceeded the fair value of plan assets.

Details on the effect on operations of principal pension plans sponsored by the Company are as follows:

Penston Plans

Year End Year End Year End
December 31, December 31, December 31,
2007 2006 2005
SEIVICE COSE .« ottt ettt e e e $2 $2 $1
Interest cost on projected benefit obligation . ..................... 4 3 3
Expectedreturnon planassets ............ ... ... .. ... .. o0euns (5) 4) 4)
Nl COSt ..o r e $1 $

1 3=
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Actuarial assumptions used to determine benefit obligations for pension plans sponsored by the Company
are as follows:

December 31,
2007 2006
DISCOUNETALE . .. .ottt e ittt e 56%-625% 5.0%-60%
Compensation IMCTEASES . . .. ... vttt ittt ettt e s 4.00% 3.75%
Expected return on assets . ... ... ... i i e e 42%-85% 4.1%-8.5%

Actuarial assumptions used to determine net periodic benefit costs for pension plans sponsored by the
Company are as follows:

December 31,
2007 2006 2005
DiSCOUNt Tate .. . ... .t 50%-6.0% 4.75%-60% 525%-5.8%
Compensation inCreases ..............ciuerineacnennnn.. 3.75% 3.75% 3.75%

Investment strategies for all significant pension plans are as follows:

The GCUK Railways Pension Plan, which represents approximately 71% of the Company’s total plan assets
as at December 31, 2007, is invested in 58% equity securities, 15% bonds, 16% real estate and 1 1% other assets.
The current planned asset allocation strategy was determined with regard to actuarial characteristics of the
GCUK Railway Pension Plan. It is based on the assumption that equities would outperform bonds over the long
term and is consistent with the overall objective of long-term capital growth. The expected long-term rate of
return on plan assets was calculated by the plan actuary and is based on historic returns each asset class held by
the plan at the beginning of the year.

The Global Crossing North America, Inc, pension plan, which represents approximately 19% of the
Company’s total plan assets at December 31, 2007, is invested 65% in equity securities and 35% bonds, which
matches the target asset allocation. The target asset allocation has been derived based on the assumption that
equities would outperform bonds over the long term and is consistent with the objective of long-term capital
growth. The expected long-term rate of return on plan assets was calculated by the plan actuary and is based on
historic returns each asset ciass held by the plan at the beginning of the year.

Total plan assets are invested as follows:

Pension Plans
December 31,

2007 2006
EqUity SecUrities .. ...t i e e e e 56% 61%
Debt SECUITHIS . .ottt et e e e e e e e 25% 26%
Real BState . . .ottt it e e et e e e 11% 7%
L1 37 AN __g% _6%
T 100% 100%

The Company expects to make total contributions of $3 in 2008 in respect of all pension plans.
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Information for pension plan with an accumulated benefit obligation in excess of plan assets

As at December 31, 2007 and 2006 the accumulated benefit obligation (*ABQO”) of the GCUK Pension Plan
exceeded the fair value of the GCUK Pension Plan’s assets by $5 and $4, respectively.

The ABO and fair value of assets relating to the GCUK Pension Plan were $15 and $10, respectively, at
December 31, 2007, and $13 and $9, respectively, at December 31, 2006.

Details of the effect on operations of the pension plan are as follows:

Pension Plans

Year End Year End Year End
December 31, December 31, December 31,
2007 2000 2005
S BIVICE COSL - o it it et e et e e et ettt 31 $1 $1
Interest cost on projected benefit obligation ...................... 1 — —
T e ] T 52 $1 $1

None of the Company’s other pension plans’ ABO exceed the fair value of their respective pension plans
assets as at December 31, 2007.

Benefit Payments

The following table summarizes expected benefit payments from the Company’s various pension plans
through 2017. Actual benefits payments may differ from expected benefit payments.

Pension

Plans
.00 G $3
000 L e e e e e e 3
0 ) 1 3 OGO 3
. 1 1 3
711 /A TR 3
L0 ) 1 250 ) O AU 17

20. SALE OF ASSETS

Trader Voice

On May 3, 2005, the Company sold its Trader Voice business, which provided voice and data services
primarily to the financial markets industry, to WestCom Corporation, after receiving all necessary regulatory
approvals. The Company received $25 of gross cash proceeds from the transaction. The sale of Trader Voice
resulted in a pre-tax gain of $14 ($13 after tax). This pre-tax gain is reported in other income (expense), net, in
the consolidated statements of operations for the year ended December 31, 2005.

Small Business Group (“SBG”)

On March 19, 2005, the Company entered into an Asset Purchase Agreement (as amended, the “APA™) with
Matrix Telecom, Inc. (“Matrix™) to sell its SBG business, which provided voice and data products to small and
medium-sized business enterprises in the U.S., for an aggregate purchase price of $41 cash and the assumption of
certain liabilities. Concurrently with the execution of the APA, the parties entered into a Management Services
Agreement (the “MSA”) whereby Matrix conducted and managed the SBG business pending consummation of
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the sale under the APA. Certain provisions within the APA enabled Matrix to elect to pay the Company $33 (or
80% of the aggregate purchase price) in exchange for maintaining the profitability of the customers until the
applicable closing date when all necessary regulatory approvals were received. Accordingly, the Company
received $33 of gross proceeds in June 2005 and the sale was consummated effective December 31, 2005, at
which time the Company received the remaining monies due under the agreement ($5 after certain purchase price
adjustments for working capital items). The sale of SBG resulted in a pre and post-tax gain of $14, net of
approximately $16 of management fees in accordance with the MSA, which is reported in other income
{expense), net in the consolidated statement of operations for the year ended December 31, 2005.

21. FINANCIAL INSTRUMENTS

The carrying amounts for cash and cash equivalents, restricted cash and cash equivalents, accounts
receivable, accrued expenses and obligations under capita) leases approximate their fair value. The fair values of
the Company’s debt and derivative instruments are based on market quotes and management estimates.
Management believes the carrying value of other debt approximates fair value as of December 31, 2007 and
2006, respectively. The fair values of our debt, derivative instruments and marketable securities are as follows:

December 31,
2007 2006

Carrying Fair Carrying Fair
Amount Value Amount Value

GCUK NOES ..ot e e i e it aas $517 $522  $512  $549
Convertible Notes . ... ... i i e e — — 275 398
5% Convertible Notes . .. ... .. i i it 144 169 144 179
GCImpsat NOtEs .. oot i i e i et i 225 211 — —
Term Loan Agreement .. ... ... ... ittt 348 348 —_ —_
Interest Rate Swaps & Caps, liability ......... ... .. ... . ... .. ... 1 1 — —
GCUK cross-currency interest rate swap, tability ...................... 4 4 5 5
Foreign exchange forwardcontract ................. ... ... ... — — 5 5
Otherdebt . . ... o 41 4] 17 17

Marketable Securities

At December 31, 2007, marketable securities consist of zero coupon bonds issued by the U.S. Treasury
{“Treasury Strips™) and are classified as held-to-maturity. These Treasury Strips were purchased at $20 in May
2006 as a part of the 5% Convertible Notes offering to collateralize the first six interest payments, During
November 2006, the Company sold $3 of the Treasury Securities to cover the first interest payment on the 5%
Convertible Notes. During 2007, the Company sold $7 of the Treasury Securities to cover interest payments due
in 2007. These securities were purchased at a discount, which is amortized over the life of the securities resulting
in amounts maturing of $7 and $3 in 2008 and 2009, respectively. Unrealized holding gains/losses are immaterial
as fair value approximates carrying value.

22, COMMITMENTS, CONTINGENCIES AND OTHER
Contingencies

Amounts accrued for contingent liabilities are included in other current liabilities and other deferred
liabilities at December 31, 2007 and 2006. The following is a description of the material legal proceedings
involving the Company commenced or pending during 2007. In accordance with SFAS 5, “Accounting for
Contingencies,” the Company makes a provision for a liability when it is both probable that a liability has been
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incurred and the amount of the loss can be reasonably estimated. These provisions are reviewed at least quarterly
and adjusted to reflect the impacts of negotiations, settlements, rulings, advice of legal counsel, and other
information and events pertaining to a particular case. Although the Company believes it has adequate provisions
for the following matters, litigation is inherently unpredictable and it is possible that cash flows or results of
operations could be materially and adversely affected in any particular period by the unfavorable resolution or
disposition of one or more of these contingencies.

AT&T Inc. (formally SBC Communications Inc.) Claim

AT&T Inc. (“AT&T™) has asserted that the Company is engaging in the misrouting of traffic through third-
party intermediaries for the purpose of avoiding access charges payable to AT&T's LEC affiliates. AT&T
asserted that the Company owed it $19 through July 15, 2004. The Company responded to AT&T denying the
claim in its entirety.

On November 17, 2004, AT&T’s LEC affiliates commenced an action against the Company and other
defendants in the U.S. District Court for the Eastern District of Missouri. The complaint alleges that the
Company, through certain unnamed intermediaries, which are characterized as “least cost routers,” terminated
long distance traffic to avoid the payment of interstate and intrustate access charges.

The complaint alleges five causes of action: (1) breach of federal tariffs; (2) breach of state tariffs; (3) unjust
enrichment (in the alternative to the tariff claims); (4) fraud; and (5) civil conspiracy. Alithough the complaint
does not contain a specific claim for damages, plaintiffs allege that they have been damaged in the amount of
approximately $20 for the time period of February 2002 through August 2004. The complaint also seeks an
injunction against the use of “least cost routers” and the avoidance of access charges. The Company fited a
motion to dismiss the complaint on January 18, 2005, which motion was mooted by the filing of & first amended
complaint on February 4, 2005. The first amended complaint added as defendants five competitive local
exchange carriers and certain of their affitiates (none of which are affiliated with the Company} and re-alleged
the same five causes of action. The Company filed a motion to dismiss the first amended complaint on March 4,
2005. On August 23, 2005, the Court referred a comparable case to the FCC and the FCC has sought comments
on the issues referred by the Court. The Company filed comments in the two declaratory judgment proceedings
occasioned by the Court’s referral. On February 7, 2006, the Court entered an order: (a) dismissing AT&T's
claims against Global Crossing to the extent that such claims arose prior to December 9, 2003 by virtue of the
injunction contained in the joint plan of reorganization (the “Plan of Reorganization™) of the Company’s
predecessor and a number of its subsidiaries (collectively, the “GC Debtors”} which became effective on that
date; and (b) staying the remainder of the action pending the outcome of the referral to the FCC described above.
On February 22, 2006, AT&T moved the Court to reconsider its decision of February 7, 2006 to the extent that it
dismissed claims that arose prior to December 9, 2003. The Company filed its response to the motion on
March 6, 2006, requesting that the Court deny the motion. On May 31, 2006, the Court entered an order denying
plaintiffs’ motion for reconsideration without prejudice. On January 31, 2008, plaintiffs filed their second status
report with the Court indicating the FCC had not yet acted on the referral, but advising the Court that it expected
the FCC to act soon,

Claim by the U.S. Department of Commerce

A claim was filed in the Company’s bankruptcy proceedings by the U.S. Department of Commerce (the
“Commerce Department”) on October 30, 2002 asserting that an undersea cable owned by PCL violates the terms
of a Special Use permit issued by the National Oceanic and Atmospheric Administration (“NOAA”). The
Company believes responsibility for the asserted claim rests entirely with the Company’s former subsidiary. On
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November 7, 2003, the Company and the Global Crossing Creditors’ Committee filed an objection to this claim
with the Bankrupicy Court. Subsequently, the Commerce Department agreed to limit the size of the pre-petition
portion of its claim to $14. Negotiations with PCL to resolve the remaining issues are ongoing but no final
resolution has been reached. An identical claim that had been filed in the bankruptcy proceedings of PCL was
settled in principle in September 2005 and was subsequently approved by the court as part of the PCL plan of
reorganization confirmed in an order dated November 10, 2005. The Company has commenced preliminary
discussions with NOAA as to the impact that settlement has on the claim against the Company.

Qwest Rights-of-Way Litigation

In May 2001, a purported class action was commenced against three of the Company’s subsidiaries in the
U.S. District Court for the Southern District of Illinois. The complaint alleges that the Company had no right to
install a fiber-optic cable in rights-of-way granted by the plaintiffs to certain railroads. Pursuant to an agreement
with Qwest Communications Corporation, the Company has an indefeasible right to use certain fiber-optic cables
in a fiber-optic communications system constructed by Qwest within the rights-of-way, The complaint alleges
that the railroads had only limited rights-of-way granted to them that did not include permission to install fiber-
optic cable for use by Qwest or any other entities. The action has been brought on behalf of a national class of
landowners whose property underlies or is adjacem to a railroad nght-of-way within which the fiber-optic cables
have been installed. The action seeks actual damages in an unstated amount and alleges that the wrongs done by
the Company involve fraud, malice, intentional wrongdoing, willful or wanton conduct and/or reckless disregard
for the rights of the plaintiff landowners. As a result, plaintiffs also request an award of punitive damages. The
Company made a demand of Qwest to defend and indemnify the Company in the lawsuit, In response, Qwest has
appointed defense counsel to protect the Company’s interests.

The Company’s North American network includes capacity purchased from Qwest on an IRU basis.
Although the amount of the claim is unstated, an adverse outcome could have an adverse impact on the
Company’s ability to utilize large portions of the Company’s North American network. This litigation was stayed
against the Company pending the effective date of the Plan of Reorganization, and the plaintiffs’ pre-petition
claims against the Company were discharged at that time in accordance with the Plan of Reorganization. By
agreement between the parties, the Plan of Reorganization preserved plaintiffs’ rights to pursue any post-
confirmation claims of trespass or ejectment. If the plaintiffs were to prevail, the Company could lose its ability
to operate large portions of its North American network, although it believes that it would be entitled to
indemnification from Qwest for any losses under the terms of the IRU agreement under which the Company
originally purchased this capacity. As part of a global resolution of all bankruptcy claims asserted against the
Company by Qwest, Qwest agreed to reaffirm its obligations of defense and indemnity to the Company for the
assertions made in this claim. In September 2002, Qwest and certain of the other telecommunication carrier
defendants filed a proposed settlement agreement in the U.S. District Court for the Northern District of Illinois.
On July 25, 2003, the court granted preliminary approval of the settlement and entered an order enjoining
competing class action claims, except those in Louisiana. The settlement and the court’s injunction were opposed
by a number of parties who intervened and an appeal was taken to the U.S. Court of Appeals for the Seventh
Circuit. In a deciston dated October 19, 2004, the Court of Appeals reversed the approval of the settlement and
lifted the injunction. The case has been remanded to the District Court for further proceedings.

Foreign Customs Tax Audit

A tax authority in South America has concluded an audit of the Company’s books and records for the years
ended December 31, 2001 and 2000 and has made certain findings adverse to the Company including the
following: failure to disclose discounts on certain goods imported into the country, failure to include the value of
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software instatled on certain computer equipment, and clerical errors in filed import documents. The Company
has been assessed final claim amounts in excess of $6. The Company is now engaged in litigation with the tax
authority to resolve the issues raised in the assessment.

In February 2008, the Tax Court in this South American country ruled in favor of the Company and
dismissed the tax authority’s claim. As a result of the favorable ruling, the Company has released all accruals
relating to this claim (amounting to $27 to “net gain on pre-confirmation contingencies” and $8 to interest
expense).

Foreign Income Tax Audit

A tax authority in South America issued a preliminary notice of findings based on an income tax audit for
calendar years 2001 and 2002. The examiner’s initial findings took the position that the Company incorrectly
documented its importations and incorrectly deducted its foreign exchange losses against its foreign exchange
gains on loan balances. An official assessment of $26, including potential interest and penalties, was issued in
2005. The Company challenged the assessment and commenced litigation in September 2006 to resolve its
dispute with the tax authority.

Claim by Pacific Crossing Limited

This claim arises out of the management of the PC-1 trans-Pacific fiber-optic cable, which was constructed,
owned and operated by Pacific Crossing Limited, a former subsidiary of the Company (“PCL"). PCL asserts that
the Company and Asia Global Crossing, another former subsidiary of the Company, breached their fiduciary
duties to PCL, improperly diverted revenue derived from sales of capacity on PC-1, and failed to account for the
way revenue was allocated among the corporate entities involved with the ownership and operation of PC-1. The
claim also asserts that revenues derived from operation and maintenance fees were also improperly diverted and
that PCL's expenses increased unjustifiably through agreements executed by the Company and Asia Global
Crossing Limited on behalf of PCL. To the extent that PCL asserted the foregoing claims were prepetition
ciaims, PCL has now settled and released such claims against the Company.

During the pendency of the Company’s Chapter 11 proceedings, on January 14, 2003, PCL filed an
administrative expense claim in the GC Debtors’ bankruptcy court for approximately $8 in post-petition services
plus unliquidated amounts arising from the Company’s alleged breaches of fiduciary duty and misallocation of
PCL’s revenues. The Company objected to the claim and asserted that the losses claimed were the result of
operational decisions made by PCL management and its corporate parent, Asia Global Crossing. On February 4,
2005, PCL filed an amended claim in the amount of approximately $79 claiming the Company failed to pay
revenue for services and maintenance charges relating to PC-1 capacity and failed to pay PCL for use of the
related cable stations and seeking to recover a portion of the monies received by the Company under a settlement
agreement entered into with Microsoft Corporation and an arbitration award against Softbank. The Company
filed an objection to the amended claim seeking to dismiss, expunge and/or reclassify the claim and PCL
responded by filing a motion for partial summary judgment claiming approximately $22 for the capacity,
operations and maintenance charges and co-location charges and up to approximately $78 for the Microsoft and
Softbank proceeds. PCL’s claim for co-location charges (which comprised approximately $2 of the total claim)
was seitled.

Subsequently (and pursuant to a new scheduling order agreed to by the parties), the parties agreed to hold
the Company’s motion to dismiss in abatement and PCL agreed not to proceed with its partial summary
judgment motion and to file a new summary judgment motion. On June 5, 2006 PCL filed a new motion for
partial summary judgment claiming not less than $2 for revenues for short term leases on PC-1, not less than $6
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in respect of operation and maintenance fees paid to the Company by its customers for capacity on PC-1 and an
unspecified amount to be determined at trial in respect of the Microsoft/ Softbank Claim. The Company filed a
response to that motion on June 26, 2006, together with a cross motion for partial summary judgment on certain
of PCL’s administrative claims. On August 28, 2006, PCL replied to the Company’s response to PCL’s new
motion for partial summary judgment and responded to the Company’s cross motion for partial summary
judgment. On November 20, 2006, the Company filed its reply to PCL’s response to the Company’s cross motion
for partial summary judgment.

The parties have agreed to a non-binding mediation of their competing administrative claims (including the
Company’s claim files against PCL in its separate bankruptcy case). The parties have completed one day of
mediation, but have not completed the mediation. The current court proceedings have been stayed until
completion of mediation.

Impsat Employee Severance Disputes

A number of former directors and executive officers of Impsat have asserted claims for separation pay,
severance, commissions, pension benefits, unpaid vacation pay, breach of employment contracts and unpaid
performance bonuses as a result of their separation from Impsat shortly after the acquisition of Impsat by the
Company.

The Company has been in negotiations with the claimants over the amount of their claims and other issues
arising out of their departure. In October 2007, a former director and officer commenced litigation seeking to
recover damages from the Company for alleged separation benefits and compensation. In November 2007, a
former officer served the Company a notice claiming damages. The Company will be defending the claims
vigorously.

Buenos Aires Antenna Tax Liability

The Government of the City of Buenos Aires (“GCBA") established a tax applicable to private companies
owning antennas with supporting structures, whether in service or not, in the amount set forth in the annual tariff
law for the use of the public and private air space (the “Antenna Fees™).

Since September 2003, the GCBA has periodically notified Impsat of the Antenna Fees which aggregate
approximately $49 and requested payment. Impsat has administratively disputed each of these notifications and
in the administrative proceeding questioned the legality and constitutionality of the tax on various grounds,
inciuding that: (1) air rights belong to the owner of the underlying private property and GCBA’s charge for use of
privately owned air rights is confiscatory and incompatible with the constitutional right of property;
(2) Argentine telecommunications law exempts the use and occupation of public air space for the purposes of
providing public telecommunications service from any charge; and (3) the tax that GCBA is trying to impose is
excessive and confiscatory and (4) the GCBA has significantly overstated the number and height of the antennas
owned by Impsat that are subject to the tax. Impsat continues to dispute the Antenna Fees and, to date, no
summary collection action has been commenced by GCBA on the unpaid Antenna Fees.

Brazilian Tax Claims

In October 2004, the Brazilian tax authorities issued two tax infraction notices against Impsat for the
collection of the Import Duty and the Tax on Manufactured Products, plus fines and interests. The notice
informed Impsat Brazil that the taxes were levied because a specific document (Declaragio de
Necessidade—"Statement of Necessity™) was not provided by Impsat Brazil at the time of importation, in breach
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of MERCOSUR rules. Oppositions were filed on behalf of Impsat Brazit arguing that the Argentine exporter
(Coming Cable Systems Argentina S.A.) complied with the MERCOSUR rules and a favorable first instance
decision was granted. However, due to the amount involved, the case was remitted to the official compulsory
review by the Federal Taxpayers Council. The administrative final decision is still pending.

In addition, in December 2004, the tax authorities of the State of Sdo Paulo, in Brazil, issued an infraction
notice against Impsat for collection of Tax on Distribution of Goods and Services (“ICMS”) supposedly due on
the lease of movable properties by comparing such activity to communications services, on which the ICMS state
tax is actually levied. A defense was filed on behalf of Impsat Brazil, arguing that the lease of assets could not be
treated as a communication service subject to [CMS. The defense was rejected in the first administrative level,
and an appeal to State Administrative Court was then filed, which is pending judgment. Impsat believes there are
good grounds to have the tax assessment cancelled. However, if the tax assessment is not cancelled at the
administrative Jevel for any reason, judicial measures may be adopted to remove such tax assessment,

Paraguayan Government Contract Claim

The National Telecommunications Commission of Paraguay (“CONATEL”) has commenced administrative
investigations against a joint venture between GC Impsat’s Argentine subsidiary and Electro Import
S.A. (“IV 17} and another joint venture between GC Impsat's Argentine subsidiary and Loma Plata S.A.
(“JV 2", for breach of contract and breach of licensee’s obligations by each of such joint ventures.

In December 2000, after a public bidding process, JV 1 was awarded a contract, with funding, and a
universal service license for the design, supply, instaliation, launch, operation and maintenance of a
telecommunications system for public telephones and/or phone booths in certain specified locations in
Paraguay. In 2005, CONATEL initiated an administrative investigation due to an alleged breach of contract by
JV 1, as well as a criminal investigation pursuant to which two officers of Impsat’s Argentine subsidiary were
preliminarily indicted. As a result of such investigation, CONATEL resolved to: (i) determine JV 1’s liability as
to the breach of its contract and its legal obligations as licensee of the Universal Service; (ii) revoke the license
granted; (iii) terminate the contract due to JV 1's default; (iv) impose a fine; (v) forectose on the insurance
policy; and (vi) seize the equipment already installed by JV 1.

JV 1 moved for injunctive protection and the reconsideration and annuiment of the above referred
resolution, based on force majeure and violation of due process defenses. CONATEL filed a motion to dismiss
such action, based on the lack of standing to sue, as well as on failure to state a claim upon which relief may be
granted. A final judgment regarding CONATEL’s motions must be obtained, prior to moving forward with the
following stages on this administrative claim (answer to the claim, evidentiary stage, etc.}.

In September 2007, an agreement was reached with the prosecution to conditionally suspend the criminal
proceedings against the Company’s employees, and to have the charges ultimately dismissed. The agreement was
finally approved by the Court on November 28, 2007.

In 2001, after a public bidding process, JV 2 was awarded a contract, with funding, for the installation and
deployment of public telephones and/or telephone booths in certain specified locations in Paraguay. JV 2 was
required to install and start operating all the required equipment within twelve months of the execution of the
contract. In January 2003, JV 2 requested an extension of the twelve month term from CONATEL as a result of
force majeure which prevented it from completing the installation of the committed number of remote terminals
within the agreed time period. CONATEL denied the request and decided to terminate the contract based on
JV 2’s default.
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JV 2 then filed a claim before the Administrative Court requesting the annulment of the termination and
seeking a stay of the challenged administrative acts. After the legal term to respond to JV 2’s request had lapsed,
IV 2 filed a motion 1o continue the proceedings in CONATEL’s absence. The Administrative Court denied the
motion and accepted CONATEL’s late presentation, opening the proceeding’s evidentiary period. In this
connection, JV2 filed an appeal before the Supreme Court, which was rejected August 31, 2007. JV2 filed a
reinstatement and clarification motion against the Supreme Court’s resolution on September 5, 2007. The
Supreme Court dismissed the reinstatement. motion and remitted file back to the Administrative Court on
February 4, 2008. The parties will now commence to file evidence for connection with deadlines set forth for the
evidentiary period.

Customer Bankruptcy Claim

During 2007 the Company commenced default and disconnect procedures against a customer for breach of a
sales contract based on the nature of the customer’s traffic, which renders the contract highly unprofitable to the
Company. After the process was begun, the customer filed for bankruptcy protection, thereby barring the
Company from taking further disconnection actions against the customer. The Company commenced an
adversary proceeding in the bankruptcy court, asserting a claim for damages for the customer’s alleged breaches
of the contract and for a declaration that, as a result of these breaches, the customer may not assume the contract
in its reorganization proceedings.

The customer has filed several counterclaims against the Company alleging various breaches of contract for
attempting improperly to terminate service, for improperly blocking international traffic, for violations of the
Communications Act of 1934 and related tort-based claims. The customer has not specified the amount of
damages that it is seeking.

During court proceedings in January 2008, the Court suggested that the parties explore settlement
possibilities and report the results of those settlement discussions to the Court at a status conference scheduled
for March §, 2008. The customer has made one settlement demand of $15 which the Company has not accepted.
At the status conference, the parties reported that they were still discussing settlement possibilities. The Court
established a post-trial briefing schedule with respect to that portion of the case that was tried in January (the
facts relating to the Company’s adequate assurance motion and the customer’s corresponding breach of contract
allegations), with post-trial briefing concluding on May 9, 2008. The Company has not established an accrual for
this matter as the amount of the Company’s loss is not reasonably estimable.

Commitments
Cost of Access, Third Party Maintenance and Other Purchase Commitment Obligations

The Company has purchase commitments with third-party access vendors that require it to make payments
to purchase network services, capacity and telecommunications equipment through 2026. Some of these access
vendor commitments require the Company to maintain minimum monthly and/or annual billings, in certain cases
based on usage. In addition, the Company has purchase commitments with third parties that require it to make
paymenis for operations, administration and maintenance services for certain portions of its network through
2026. Further, the Company has purchase commitments with other vendors.
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The following table summarizes the Company’s purchase commitments at December 31, 2007:

Less than
1 year 1-3 years 3-5years  More than
Total (2008)  (2008-2010) (2011-2012) 5 years
Cost Of ACCESS SETVICES ..\ vt vvveerneconeasnnrsnns $ 453 211 $206 335 51
Third-party maintenance services ................... 366 44 73 54 195
Other purchase obligations . .................... ... 315 255 41 19 —
Total oo $1.134  §510 $320 $108 $196

Operating leases—The Company as Lessee

The Company has commitments under various non-cancelable operating leases for office and equipment
space, automobiles, equipment rentals, network capacity contracts and other leases. Estimated future minimum
lease payments on operating leases are approximately as follows:

Year Ending December 31,

D008 . ottt e e e e e $ 105
14014 2 OO 98
7 0} 1 OGP G P 93
2203 1 S OO 92
D00 o e e 89
B 1T w114 £=] U RO U GO G 609

100 72 R OO G $1,086

The schedule of future minimum lease payments above does not include operating lease obligations related
to restructured properties (see note 3).

Rental expense related to office and equipment space, automobiles, equipment rentals and other leases for
the years ended December 31, 2007, 2006 and 2005 was $99, $86, and $98, respectively.

Sublease Income

The Company has various sublet arrangements with third parties. Estimated future minimum lease receipts
are approximately as follows:

Year Ending December 31,
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The schedule of future minimum lease receipts above does not include lease obligations related to
restructured properties.
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Sublease income for the years ended December 31, 2007, 2006 and 2005 was $7 and $5. and $4
respectively.

23. RELATED PARTY TRANSACTIONS
Commercial and other relationships between the Company and ST Telemedia

During the years ended December 31, 2007, 2006 and 2005 the Company provided approximately $0.3,
$0.2, and $0.2, respectively, of telecommunications services to subsidiaries and affiliates of the Company’s
indirect majority shareholder and parent company, ST Telemedia. Further, during the years ended December 31,
2007, 2006 and 2005 the Company received approximately $3.4, $2.0, and $1.3 of co-location services from an
affiliate of ST Telemedia. Additionally, during the years ended December 31, 2007, 2006 and 2005, the
Company accrued dividends and interest of $29.6, $35.1, and $32.0, respectively, related to debt and preferred
stock held by an affiliate of ST Telemedia.

As of December 31, 2007 and 2006, the Company had approximately $15.0 and $47.1, respectively, due to
ST Telemedia and its subsidiaries and affiliates, and no amounts due from ST Telemedia and its subsidiaries and
affiliates. The amounts due to ST Telemedia and its subsidiaries and affiliates at December 31, 2007 primarily
relate to dividends accrued on the Company’s 2% cumulative senior convertible preferred stock, and are included
in “other deferred liabilities,” in the accompanying consolidated balance sheets. The amounts due at
December 31, 2006 primarily relate to interest due under the Mandatorily Convertible Notes and dividends
accrued on the convertible preferred stock. During the year ended December 31, 2007 ST Telemedia converted
the Mandatorily Convertible Notes into 16.58 million shares of common stock (see Note 12). During the years
ended December 31, 2007, 2006 and 2005, $6.4, $12.5, and $12.1 of accrued interest related to the Mandatorily
Convertible Notes was converted to additional Mandatorily Convertible Notes,

On May 30, 2006, a wholly-owned subsidiary of ST Telemedia purchased 6;226,145 shares of common
stock as part of the Company’s public offering of common stock.

During the years 2006 and 2005, the Company reimbursed ST Telemedia for an immaterial amount of
out-of-pocket expenses incurred by ST Telemedia representing legal fees incurred in connection with waivers
granted by ST Telemedia at the request of the Company of certain covenants in the indenture governing the
Mandatorily Convertible Notes.

Commercial relationships berween the Company and the Slim Family

According to filings made with the SEC, Carlos Slim Helu and members of his family {(collectively, the
“Slim Family™), together with entities controlled by the Slim Family, held greater than 10% of the Company’s
commeon stock prior to May 2, 2006. Accordingly, the members of the Slim Family may therefore be considered
related parties of the Company prior to that date. During the four months ended April 30, 2006 and year ended
December 31, 2005, the Company engaged in various commercial transactions in the ordinary course of business
with telecommunications companies controlled by or subject to significant influence from the Slim Family
{“Slim-Related Entities™). Specifically telecommunications services provided to Slim-Related Entities during the
four months ended April 30, 2006 and year ended December 31, 2005 were approximately $5.5 and $7.4,
respectively. Purchases of access-related services from Slim-Related Entities were approximately $2.5 and $6.6,
respectively, for the four months ended April 30, 2006 and year ended December 31, 2005.

Commercial relationships with Employees

During 2006, the Company purchased the shares of a company owned by an employee for $0.2.
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Settlement with Asia Global Crossing Bankruptcy Trustee

In November 2004, the bankruptcy trustee for Asia Global Crossing Ltd, a former majority-owned
subsidiary of the Company now in liquidation under Chapter 7 of the U.S. Bankruptcy Code {(“AGC”), filed a
lawsuit against a number of former directors and officers of AGC, including the chief executive officer and
certain other senior officers of the Company (collectively, the “Company Parties”). The lawsuit alleged, among
other things, breaches of fiduciary duty and duty of loyalty, preferential transfers, and fraudulent conveyances, in
each case arising prior to the AGC bankruptcy filing in November 2002, The Company was not named as a
defendant in the lawsuit. To avoid adverse consequences to the Company that might result from protracted
litigation of the matter, the Company entered into a stipulation of settlement on November 30, 2005 with (among
others) the AGC bankruptcy trustee and agreed to contribute $4 to a larger settlement fund. The stipulation was
approved by Judge Lynch of the U.S. District Court for the Southern District of New York on March 23, 2006.
Under the terms of the settlement, the Company contributed $2 to the settlement fund in June 2006 and the
remaining $2 in January 2007.

24. SEGMENT REPORTING

SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information” (“SFAS No. 1317)
defines operating segments as components of an enterprise for which separate financial information is available
and which is evaluated regularly by the Company’s chief operating decision makers (“CODMs") in deciding how
to assess performance and allocate resources. As a result of the Impsat acquisition (see Note 4) and the
establishment of a business unit management structure, the Company’s CODM:s assess performance and allocate
resources based on three separate operating segments which management operates and manages as strategic
business units: {i) the GCUK Segment; (ii) the GC Impsat Segment; and (iii} the ROW Segment.

The GCUK Segment is a provider of managed network communications services providing a wide range of
telecommunications services, including data, IP and voice services to government and other public sector
organizations, major corporations and other communications companies in the United Kingdom (“UK”). GC
Impsat is a provider of telecommunications, Internet and information technology services to corporate and
government clients in Latin America. The ROW Segment represents the operations of Global Crossing Limited
and its subsidiaries excluding the GCUK Segment and the GC Impsat Segment and comprises operations
primarily in North America, with smaller operations in Europe, Asia and Latin America, serving many of the
world’s largest corporations and many other telecommunications carriers with a full range of managed data and
voice products and services that support a migration path to a fully converged IP environment.

As part of the Company’s integration strategy, during 2007 the Company transferred a Latin American
subsidiary from the ROW Segment to the GC Impsat Segment. The Company anticipates transferring other Latin
American subsidiaries from the ROW Segment to the GC Impsat Segment during 2008 and 2009.

The CODMs measure and evaluate the Company’s reportable segments based on Adjusted Cash EBITDA.
Adjusted Cash EBITDA, as defined by the Company, is eamings before non-cash stock compensation,
depreciation and amortization, interest income, interest expense, other income (expense), net, net gain (loss) on
pre-confirmation contingencies, provision for income taxes and preferred stock dividends.

Management believes that Adjusted Cash EBITDA is an important part of the Company’s internal reporting
and is a key measure used by management to evaluate profitability and operating performance of the Company
and to make resource allocation decisions. Management believes such measure is especially important in a
capital-intensive industry such as telecommunications. However, there may be important differences between the
Company’s Adjusted Cash EBITDA measure and similar performance measures used by other companies.
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Additionally, this financial measure does not include certain significant items such as non-cash stock
compensation, depreciation and amortization, interest income, interest expense, other income {expense) net, net
gain or (loss) on pre-confirmation contingencies, provision for income taxes and preferred stock dividends.
Adjusted Cash EBITDA should not be considered a substitute for net income, operating income, operating cash
flows or other measures of financial performance.

Segment information

The following tables provide operating financial information for the Company’s three reportable segments
and a reconciliation of segment results to consolidated results. Prior period amounts are revised to reflect the
change in reportable segments as discussed above.

Year ended December 31,
2007 2006 2005

Revenues from external customers

GOUK ..o e e e e e e e e e e $ 582 % 450 $ 426
Gl IMPSAL ...ttt e 221 — —_
ROW e e e e 1,458 1,421 1,542
Total consolidated . ... .. i e e e $2,261 31,871 $1,968
Intersegment revenues

GlUK L e e e $ — % — 3% —
Gl IMIPSAL ... i i e e e e e e 8 — —
RO i it e st e e e e e 5 —- —
07721 I $ 138 — &8 —
Total segment operating revenues

1 $ 582 § 450 $ 426
GUIMSAL 229 —_ —
ROW e e 1,463 1,421 1,542
Less: INEISeRMEnt FEVEIIULS . . ..\ttt ettt ittt e ia et e eaanns S)] — —
Total consolidated . ........ .. . . i e e $2,261 $1,871 $1,968

Year ended December 31,
2607 2006 2005

Adjusted Cash EBITDA

6 {1 < $ 147 § 93 % 113
GO IMPSAL .. o e e 52 — _—
RO e e (23) {118) (177
Total consolidated . ... ...t e e § 174 $ (25 § (64)
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A reconciliation of Adjusted Cash EBITDA to Income (Loss) Applicable to Common Shareholders follows:

Year ended December 31, 2007

GC Total
GCUK Impsat ROW Eliminations Consolidated

Adjusted Cash EBITDA ............................. $147  $52 $ (25 $— $174
Non-cash stock compensation .................... ... &} (2) (44) — (51)
Depreciation and amortization ...............cc0 e (84) (41) (139) (264)
INterest iNCOME ... .. .ttt teie e en i eeaaaannnnn 10 4 15 () 21
INtereSt EXPense . ..ot vrr it 700 (25 (84) 8 (171
Other income (expense), net .............0vvvvmnoannn. 2 3 10 — 15
Net gain on preconfirmation contingencies . ... ........... — — 33 -— 33
Provision for income taxes ...........ccuviiiiiiinnann. (an )] (45) —_ (63)
Preferred stock dividends .............. ... ... . ... .. — — @) —_ __ﬁ)
Loss applicable to common shareholders ................ (1) $(16) $(283) $— $310)

Year ended December 31, 2006

Total
GCUK ROW Eliminations Consolidated

Adjusted CashEBITDA . ... ..ot $93 $(118) — $ (25
Non-cash stock compensation . .. ....... ... i, (1) (23) — (24)
Depreciation and amortization .......... .. ... oo o 50 (113) — (163)
INEIESt INCOIME - . o ottt ettt ettt e ettt e e s aennnns 7 16 (6) 17
INTETESt EXPEISE . o vt o vttt aa e e nr i (55) 57 6 (106)
Other income (EXPense), Net . ... ... ..., 41 (29 — 12
Net gain on preconfirmation contingencies ..................... — 32 — 32
Provision fOr iNCOME LaXES . oo vttt i it et e e et et aneenn 23 (44) — {(67)
Preferred stock dividends ........ ... ... ... i — )] — (3)
Income (Yoss) applicable to common shareholders .. .............. $12  $(339) $— $327)

Year ended December 31, 2005

Total
GCUK ROW  Eliminations Consolidated

Adjusted CashEBITDA ... $113 (177 $— $ (64)
Non-cash stocK COmpPensation .. ........vvvianeeennnn oo {4) (52) — (56)
Depreciation and amortization ............... 0., (36) (106} — (142)
INEEreSt INCOIMIE .« . o\ttt ittt e ee e it e caa s 4 9 —_ 13
Interest eXpense . .. ... i e (54) (45) — 99
Other income (eXpense), NEL ... ...ttt rnenns (17 29 — 12
Net gain on preconfirmation contingencies ..................... — 36 — 36
Provision for income taxes . ... .. ccr i it (9) (54) — (63)
Discontinued operations, netoftax ............... ... ..., - 9 — 9
Preferred stock dividends . ...... ...t _ ) _ (G
Loss applicable to common shareholders ....................... $ (3) $(355) §— $(358)
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December 31, December 3},

2007 2006
Total Assets
GlUK L e e e e e $ 847 $ 764
Gl IMPSat .. e 648 —
ROW e 1,449 1,353
Tolal SEEMENLS . . .. oo e 2,944 2,117
Less: Intercompany loans and receivables . . ........ ... ... .o o i ... 277 (62)
Total consolidated @sS€1S .. ... .. ... e e e $2,667 $2,055

December 31, December 31,

2007 2006
Capital Expenditures
GlUK i i e e $ 76 344
Gl MDAt . i e 39 —
ROW 99 55
Total consolidated capital expenditures . .. .......... .. ..ot $214 $9%

December 31, December 31,

2007 2006
Unrestricted Cash
GOUK o e $ 47 $ 79
Gl MDAt e e 66 —
ROW e e e 284 380
Total consolidated unrestricted cash .. ... ....... ... . .. i $397 $459

December 31, December 31,
2007 2006

Restricted Cash

8 1) $1 3
L L 114 1< | G 23 —
ROW e 29 5
Total consolidated restricted cash .. ... ... .. it i i e s @ $_6

Eliminations include intersegment eliminations and other reconciling items.

The Company accounts for intersegment sales of products and services and asset transfers at current market
prices.
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Geographic Information

Company information provided on geographic sales is based on the order location of the customer. Long-
lived assets are based on the physical location of the assets. The following table presents revenue and long-lived
asset information for geographic areas:

Year Ended December 31,
2007 2006 2005
Revenue'ty;
United S1aES . ..o i ettt $1,205  $1.215  $1,369
United Kingdom . ........ ... oo 678 550 518
Other countries ... vttt e e it anee e 378 106 8!
Consolidated Worldwide ......... ... .. ... $2,261 $1,871  $1,968
Year ended December 31,
2007 2006 2005
Revenue:
Data Services ......coviveiiiiinannn.. PP $1234 §$ 756 % 675
VOICE SEIVICES . . . oottt it 891 985 1,186
Collaboration Services ... ...t e rnenen.- 136 130 107
Consolidated Worldwide ......... ... . it $2.261 $1.871  $1,968
December 31,
2007 2006
Long-lived assets:
United States ... ottt e e $ 385 § 335
United Kingdom . ......... i e, 385 370
International Waters . . ...t vr v n et et e 150 158
Other COUNMMEIBS .ottt e e e e e e ittt it enanss 547 269
OIher ) e e 193 26
Consolidated Worldwide . .. ... e $1,660 $1,158

() There were no individual customers for the years ended December 31, 2007, 2006 and 2005 that accounted
for more than 10% of consolidated revenue.
@ Long-lived assets include property and equipment and intangible assets.
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25. SUPPLEMENTAL CASH FLOW INFORMATION

Year Ended
December 31,

2007 2006 2005

SUPPLEMENTAL INFORMATION ON NON-CASH INVESTING ACTIVITIES:

Fair value of assetsacquired . ...... ... ... $521 $178 $—
Less liabilities assumed ... ... ... . e 390 68 —
Netassetsacquired ...... ... ... .. .. i i i e 131 110 —
Lesscashacquired ... ... ... . . .. e 28 18 —
Less non-cash goodwill associated with settlement of pre-existing relationship . ... ... 27 13 —
Buisness acquisition, net of cashacquired ................ ... .. ... ... .. ..., $76 $79 $—
SUPPLEMENTAL INFORMATION ON NON-CASH FINANCING ACTIVITIES:
Capital lease and debt obligations incurred .................. . 0. $8 $72 810
Conversion to equity of debt, accrued interest and consentfees ................... $329 § — $—
Accrued interest converted to Mandatorily Convertible Notes .................... $ 6 $13 §12

During the year ended December 31, 2007, STT Crossing Ltd. converted the Mandatorily Convertible Notes
into approximately 16.58 million shares of common stock (see Note 12).

Year Ended
December 31,
2007 20060 2005
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Changes in operating working capital:
Accounts receivable L. .. .. e e e $51) (71 $(10)
Prepaid costs and other current assets . ... ... . .. i e (32) 5y (]
Accounts payable and accrued costofaccess ....... ... . i e @03 107 66
Deferred revenue—cCUITenl . ...ttt e e e 22 30 12
Restructuring COStS—CUITEME . . v vt ittt ettt et e e e et it et e naeans (15) (33) (9)
Other current Iabilities . ... ..o i e et e e s 60 7 12

5(56) $ 35 $63

Cash paid for interest and income taxes:
Cash paid for interest . . . .. e e e $116 $ 66 354

Cash paid for INCOME tAXES . . .« oot ittt et ettt et e e oo eees $ 7 %8 4 382
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26. QUARTERLY FINANCIAL DATA (UNAUDITED)

The following tables present the unaudited quarterly results for the years ended December 31, 2007 and

2006.
2007 Quarter Ended
March 31 June 301 September 30  December 31
REVENUE . ottt ettt it ia e e $ 504 % 547 § 594 $ 616
Costofaccess .........veiiinnvonennnnnn (284) (281) (288) (293)
Real estate, network and operation ........... (88) (101) (103) (93)
Third party maintenance .. ................. 24) (25) (26) (28)
Cost of equipmentsales.................... 25) 23) (i18) (22)
Totalcostof revenue . .......... ... ... nen. (421) (430) (435) (436)
Selling, general and administrative?? ... ... ....... (106) (128) (98) (84)
Depreciation and amortization .................. (50) (63) (73) (78)
Operating income (loss) ..............ocovuun. (73 (74 (12) 18
Netincome (10ss)* ... .. (120) (100) (88) 2
Income (loss) applicable to common shareholders . . . (120 (101) (89) 1
Loss per share:
Income (loss) applicable to common
shareholders per common share, basic ...... $ (3.30) § 273) $ 2.14) $ 0.02
Shares used in computing basic earnings (loss)
pershare ............. ... ... o... 36,697,343 36,930,841 41,515,404 54,518,349
Income (loss) applicable to common
shareholders per common share, diluted . . . .. $ (3.30) & 273 % (2.14) § 0.02
Shares used in computing diluted earnings (loss) '
pershare .......... ... ... 36,697,343 36,930,841 41,515,404 56,415,828
2006 Quarter Ended
March 31 June 30 September 30 December 315
Revenue ...t e, $ 456 $ 461 % 466 § 488
Costof 8CCeSS ... ..ottt (285) (286) (275) (274)
Real estate, network and operation ........... (77 WL} (69 (84)
Third party maintenance ................... 24) (21} (22) (23)
Cost of equipment sales . ................... (15) (13 (15) 22
Totalcostofrevenue ........... ... .. couvnvnn.. (401) (393) {381) (403)
Selling, genera! and administrative ............... (100) (85 (78) (79)
Depreciation and amortization .................. a7 (36) 41) (49)
Operatingloss ............... ... iiiinnaann. (82) (53) (34 (43)
Netloss ...t e e (108) (76) (50) (90)
Loss applicable to common shareholders ... ....... (109) amn (51) o0
Loss per share:
Loss applicable to common shareholders per
common share, basic and diluted . ......... 3 (4.75) % 2.70) § {1.40) $ (2.46)
Shares used in computing basic and diluted loss
pershare ............ ... ... oo 22,946,732 28,502,549 36,456,178 36,516,796
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' During the second quarter of 2007, the Company purchased Impsat and consolidated its results from May 9,
2007 to December 31, 2007. As a result of the purchase, the Company recorded a $27 non-cash, non-taxable
gain from the deemed settlement of pre-existing arrangements,

2 During the second quarter of 2007, the Company announced a restructuring plan resulting in involuntary
work force reductions of approximately 220 positions. The total one-time severance and other post-
termination benefits including employer burden related to the positions being eliminated was approximately
$12. )

3 During the second and fourth quarters of 2007, the Company decreased its restructuring facilities reserve for
facility closings by $2 and $31, respectively, related to changes in the use of restructured facilities from idle
assets to productive assets. During the third quarter of 2007, the Company decreased its restructuring
facilities reserve for facility closings by $10 related to the settlement and termination of existing real estate
lease agreements for technical facilities.

4 During the third quarter of 2007, STT Crossing Ltd. converted $250 of Mandatorily Convertible Notes into
approximately 16.58 million shares of common stock. The Company recorded a $30 inducement fee related
to the early conversion of STT debt to equity in other income (expense), net. During the fourth guarter of
2007, the Company released a contingent Hability and interest acerued on that liability as a result of a tax
court dismissing the claim. The Company recorded a $27 net gain on settlement of preconfirmation
contingenctes and $8 reduction in interest expense.

5 During the fourth quarter of 2006, the Company purchased Fibernet and consolidated its resuits from
October 11, 2006 to December 31, 2006. As a result of the purchase, the Company recorded a $16 non-cash,
non-taxable gain from the deemed settlement of pre-existing arrangements.

The sum of the quarterly net loss per share amounts may not equal the full-year amount since the
computations of the weighted average number of shares outstanding for each quarter and the full year are made
independently.

27. SUBSEQUENT EVENTS
Equity Grants

In connection with the Company's annual long-term incentive program for 2008, on March 4, 2008, the
Company awarded 514,000 restricted stock units to employees which vest on March 4, 2011 and 835,000
performance share opportunities to employees which vest on or before March 15, 2011, in each case subject to
continued employment through the vesting date and subject to earlier pro-rata payout in the event of death or
long-term disability. Each participant’s target performance share opportunity is based on total shareholder return
over a three year period as compared to two peer groups. Depending on how the Company ranks in total
shareholder return as compared to the two peer groups, each grantee may earn 0% to 200% of the target number
of performance shares. No payout will be made if the average ranking of the Company’s total shareholder return
relative to each of the two peer groups (weighted equally) is below the 30th percentile, and the maximum payout
of 200% will be made if such average ranking is at or above the 80th percentile. In the event of a change of
control (as defined in the 2003 Global Crossing Limited Stock Incentive Plan), the performance share
opportunity payout shall be determined on the basis of the Company’s relative tota! shareholder return against
such indices (as described above) calculated through the relevant termination or change of control date.
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2007

SCHEDULE Il

VALUATION AND QUALIFYING ACCOUNTS

(in millions)

Reserve for uncollectible accounts and sales

credits ...........

Restructuring reserves

Deferred tax valuation allowance . .............

2006

Reserve for uncollectible accounts and sales

credits .. .........

Restructuring reserves

Deferred tax valuation allowance ..............

2005

Reserve for uncollectible accounts and sales

credits ...........

Restructuring reserves

Deferred tax valuation allowance .. ............

ColumnA ColumpB ColumnC ColumnD Column E
Additions
Balance at Charged to  Charged Balance
beginning  costs and to other at end of
of period expenses accounts  Deductions period
...................... $ 43 $29 $ 8 $(28) $ 52
...................... 91 (30 16 (40) 37
2,532 g 122 — 2,663
...................... 5§ 49 328 $ 7 $(41) $ 43
...................... 120 4) 15 (40) 91
2,368 2D 185 — 2,532
...................... $ 88 56 $ 25 $(70) $ 49
...................... 159 18 (18) (39) 120
2475 47 (60) — 2,368
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FINANCIAL PERFORMANCE COMPARISON GRAPH
Comparison of Cumulative Total Returns

In accordance with SEC rules, two graphs are provided below setting forth cumulative total return
information, The first chart compares the cumulative total shareholder return on common shares of the
Company’s predecessor {*Old GCL") for the period from December 31, 1998 to December 9, 2003, the date of
its cancellation by order of the Bankruptcy Court, with the cumulative totat return of the NASDAQ Composite
Index and the NASDAQ Telecom Index over the same period. The second graph compares the cumulative total
shareholder return on GCL’s common shares from the date such shares began regular-way trading on
December 10, 2003, the day after our emergence from bankrupicy, through December 31, 2007, with the
cumulative total return of the NASDAQ Composite Index and the NASDAQ Telecom Index over the same
period. Each graph assumes $100 invested on December 31, 1998 or December 10, 2003, as the case may be, in
our common shares and $100 invested on each such date in each of the NASDAQ Composite Index and the
NASDAQ Telecom Index, with dividends reinvested.
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DEFINITIONS AND RECONCILIATIONS OF NON-GAAP FINANCIAL METRICS
REFERENCED IN CEO LETTER

Global Crossing Limited
Unaudited Pro Forma Reconciliation of Adjusted Cash EBITDA to Net Loss
{$ in millions)

Pursuant to the SEC’s Regulation G, the following table provides a reconciliation of Adjusted Cash
EBITDA, which is considered a non-GAAP (Generally Accepted Accounting Principles) financial metric, to net
income, which is the most directly comparable GAAP measure. Global Crossing’s calculation of its Adjusted
Cash EBITDA measure may not be consistent with EBITDA measures of other companies. Management believes
that Adjusted Cash EBITDA is a relevant indicator of operating performance, especially in a capital-intensive
industry such as telecommunications. Adjusted Cash EBITDA is an important aspect of the company’s internal
reporting and is also used by the investment community in assessing financial performance. This non-GAAP
measure should be used in addition to, but not as a substitute for, the analysis provided in the statement of
operations.

Year Ended

December 31,

200 206
Adjusted Cash EBIT DA ... .. i e $174 § (25
Non-cash stock compensation eXpense ... ... ..ouee it nnrin e eennenns an 24)
Depreciation and amortizalion . ... ..., . . . . uun i e (264)  (163)
Interest exXpense, Mel .. .. .o i e (150) (89)
Other income (expense), net .. ... ... .. . i it i e 15 12
Net gain on preconfirmation contingencies, net . ....... ... iiiiaaaa... 33 32
Income tax ProvISION . ... .. . e e e e (63) 67
Preferred stock dividends . .. ... . .. .. e e (4) _(3)
Net income (loss) applicable to common shareholders . ....................... 3310y  $(327)

Pro Forma Explanatory Note for 2006:

On October 11, 2006, GC Acquisitions, a wholly-owned subsidiary of Global Crossing Limited and affiliate
of Global Crossing (UK) Telecommunications Ltd. (GCUK}), took control of Fibernet Group Plc (Fibernet) and
since that date the results of Fibernet have been consolidated into the Global Crossing's results. On December 28,
2006, a subsidiary of GCUK acquired all of Fibernet’s UK a operations, The unaudited pro forma table above
have been prepared on the basis that GCUK had acquired Fibernet’s UK operations on October 1 1, 2006,

On May 9, 2007, Global Crossing announced that it had acquired Impsat Fiber Networks Enc., and since that
date Impsat’s results have been consolidated into Global Crossing’s results as GC Impsat.

Definition:

Adjusted cash EBITDA is earnings before interest, taxes, depreciation and amortization, other income/
(expense), net, net gain on pre-confirmation contingencies, preferred stock dividends and non-cash stock
compensation.




DEFINITIONS AND RECONCILIATIONS OF NON-GAAP FINANCIAL METRICS
REFERENCED IN CEO LETTER

Glebal Crossing Limited
Unaudited Pro Forma Reconciliation of Adjusted Gross Margin to Gross Margin
($ in millions)

Pursuant to the SEC’s Regulation G, the following table provides a reconciliation of Adjusted Gross
Margin, which is considered a non-GAAP financial metric, to gross margin, which is the maost directly
comparable GAAP measure. Management believes that Adjusted Gross Margin is a relevant indicator of
operating performance since it links revenue lines with the largest and most directly related costs incurred to
generate such revenue. Adjusted Gross Margin should be used in addition to, but not as a substitute for, the
analysis provided in the statement of operations.

Year Ended
December 31,
2007 2006

Adjusted Eross Margin . ...........tte ettt $1,115  $ 751
Real estate, network and operations ............. ... ... o i (385)  (303)
Third party Maintenance . .. . ... ... ... ittt (103) (90)
Costofequipment sales . ... ... ... . ittt i e (88) (63
L (VLT 11 .| | PP $ 539 §$293

Pro Forma Explanatory Note for 2006:

On October 11, 2006, GC Acquisitions, a wholly-owned subsidiary of Global Crossing Limited and affiliate
of Global Crossing (UK) Telecommunications Ltd. (GCUK), took control of Fibernet Group Plc (Fibernet) and
since that date the results of Fibernet have been consolidated into the Global Crossing’s results. On December 28,
2006, a subsidiary of GCUK acquired all of Fibernet’s UK a operations. The unaudited pro forma table above
have been prepared on the basis that GCUK had acquired Fibernet’s UK operations on October 11, 2006.

On May 9, 2007, Global Crossing announced that it had acquired Impsat Fiber Networks Inc., and since that
date Impsat’s results have been consolidated into Global Crossing’s results as GC Impsat.

Definition:

Adjusted gross margin is revenue minus cost of access.
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