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& Global Crossing'

A Letter From John Legere
To Our Shareholders,

Global Crossing is a fundamentally differcnt company today than it was even a year ago. The successful
execution of our focused business strategy puts us squarely along the path we envisioned as a company a decade
ago—a well-defined vision that is closely aligned with the emerging needs of mid- to large-sized global
enterprise and data carrier markets and built to accommodate their ever-increasing demands for the next wave of
technologies, such as unified communications and fixed mobile convergence,

We anticipated the changes that would continue to sweep through our industry and deliberately crafted a
strategy that would position us as a leading provider of global IP-based services, while leaving us poised to seize
the opportunities that arise as the market continues to expand. Our enthusiasm for our future is fueled by the
milestones we achieved in 2006. We improved our financial performance, started investing in our network again,
and began to supplement our business reach and scope with strategic acquisitions. :

The Fundamentals of Our Business Have Never Been Stron_g’ér

We were proud to report last month that our business is the strongest it has ever been. We achieved two
simple financial milestones specific to 2006—generating positive. adjusted EBITIDA! within the first half of
2006, and positive cash flow within the second half of 2006. We anticipate higher expenditures in the first half of
2007 related to our pending acquisition of Impsat and planned investments within our network, with a return to
positive cash flow generation before the end of the year, :

Revenue outperformed expectations, and the fourth qu‘after marked the third consecutive period of revenue
growth. Our business performance confirms the wisdom of our 2004 pledge to focus on the global IP services for
enterprises and data services for carriers that form the core of our “Invest & Grow” strategy.

Improvements in “Invest & Grow” are now far outpacing the planned revenue reductions in wholesale voice
and continue to increase as.a percentage of revenue. In fact, this segment made up the vast majority of adjusted
gross margin! in 2006.

Our focused business strategy has been based on shifting our revenue and margin mix toward “Invest &
Grow,” while restructuring our commoditized wholesale voice business. And we achieved both in 2006. Adjusted
gross margins overall rose to 40 percent of revenue, and “Invest & Grow” margins were 54 percent, Wholesale
voice adjusted gross margin percentages held steady, providing a predictable contribution to the business, as well
as negotialing leverage with our local access providers and through the utilization of excess capacity.
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We also continped to manage costs aggressively in 2006. Initiatives to reduce cost of access—still by far the
largest component of our cost structure despite reductions in wholesale voice volumes—-ylelded more than the
predicted net savings. We ended the year with unrestricted cash of $459 mitlion, compared to $224 million at the
end of 2003, thanks to the two concurrent offerings we made in June and the GCUK add-on bonds that were
issued in December. This underscored our financial viability and improved customer confidence in us, giving our
sales teams the boost they needed to close the year very strong.

! A definition and reconciliation of all non-GAAP financial metrics in this report to the most directly
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.




Centinued Margin Expansion and Growth through “Invest & Grow”

The fundamental trends we established in 2006, especially in the fourth quarter, provided an aggressive
launching point for sales activity into 2007. Adjusted gross margins both for “Invest & Grow” and the overall
business were strong in 2006. New monthly “Invest & Grow” orders hit a new all-time high of $3.5 million in
November, a good leadmg indicator that our success in that area will continue unabated in 2007 and fuel further
improvements in profitability. Our GCUK subsidiary returned to modest growth in the second half of last year,
and our “Invest & Grow” business outside the UK continued to grow also, both quarter over quarter and year
over year.

Ublqunous broadband: and wireless demand, combined with an mtenmﬁed need for global reach and the
unique nature of our IP network, has led to unparalleled levels of growth for our core services. In many cases,
we're leading these trends and setting the pace.at rates well ahead of the wave. Industry demand for complex IP
solutions and raw IP capabilities grew by double digits in 2006, with an average 75 percent growth in global IP
backbone traffic driven by converged services such as Voice over IP (VoIP), IP Virtual Private Networks (IP
VPNs) and IP video. By comparison, our own IP backbone traffic mcreased by 192 percem :

Our IP VPN traffic alone grew 143 percent, w1th revenue rising nearly 60 percent in 2006 to compnse more
than 20 percent of our total .“Invest & Grow” revenue. Collaboration Services, our conferencing business, grew at
triple the industry average. ‘ ; o . -

Analysts predict a compound annual growth rate of 15 percent for [P VPNs on a global basis from 2005 to
2010; they see Ethernet services growing 22 percem and VoIP services growing 44 percent over five years.2
Unified Collaboration—the combination of audio, video and web conferencing over a single [P infrastructure, an
area where we’re seemg some of our greatest traction with customers today—is expected to grow by more than
140 percent.?’ »

We 11 continue to capture more than our share of thls market growth by ennchmg 0ur product offermgs and
debuting industry- leadmg managed and converged IP solutions. We introduced clear market leaders among the
14 new products we added to our portfolio in 2006; mcludmg VoIP Qn-nét Plus, 'winner of a 2006 Internet
Telephony Magazine Product ‘of the Year Award, and our first-fo- market Appllcanons Performance Managemem
capability with VoIP Integrity Service.”

Customers also noticed the - other “accoladés that we received in the media arourd the world.
InformationWéek Magazine ranked us No. 4 in its annual 'listing of the 500 fost innovative' information
technology users in the U.S, and No. 1 among telecommunications companies. And Capacity Magazine namied
us Best.Glob_al Wholesaler, for the_se_cond year in a row, and honored me as Best Business Leader of the Year.

This year, the iaunch of Network Integrity—a suite of sophisticated éapabilities that sigiiificantlysimplifies
network monitoring and control for enterprise customers—transforins 6ur standard-IP VPN solution- into ‘an
industry-leading offer. It reflécts an ongoing commitment.to our four pillars of differentiation—the technology
behind our offerings; the security of our network; the level of support' we provide our customers; and ‘the
control with which we empower them over the services they buy from us. These four characteristics guide our
behavior, refléct how customers measure the value of the services they recewe and serve as the backbone for our
success within ahlghly competitive telecommunications marketplace Ce ’ Tt et

Ta

Supplementihg Growth by Aggressively Integrating Strate‘gic‘Acquis‘it‘i‘ohs .

As industry consolidation has narrowed the number of players:over the past.two. years, two. trends have
emerged that play directly into Global Crossing’s strategy. First, enterprise and carrier customers have been

[ !

2 Gamler/Daraquest F Lred Public Network Services Report, Augusr 2006 .
3 Ovum, 2005 to 2010, March 2006 - i . . . o
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encouraged to distribute their telecom spending rather than depend solely on the monoliths produced by mega-
mergers, which may still be distracted from a customer service focus: And second, we saw pricing rationality
return to the market as fewer players chased low-margin revenue.

We feel that consolidation benefits Global Crossing. Our finite and focused efforts position us as a.ninible
and attractive aiternative to some of the conglomerates that have been created, and we have pursued acquisition
targets that align closely with the same business strategies linked to our current success.

In October 2006, we acqmred Fibernet, the UK-based provider of bespoke solutions to large enterprises and
carriers, which contributed $20 million in revenue for the fourth quarter. And, as we go to press with this annual
report, we expect to close soon our proposed acquisition of Impsat, a leading Latin America-based provider of
data transmission, Internet, data center and telephony solutions.

Fibernet and Impsat will strengthen our business in terms of reach, scale and services. They will contribute
an integral strategic component to our plans to servé their home markets. Each will add a set of valuable assets
that enable greater local penetration for our global customers, while providing customers in those regions with
products, capabilities and reach on a worldwide scale.

Both acquisitions are expected to contribute significant revenue and EBITDA to Global Crossing’s financial
results in 2007. Revenues from both businesses are almost exclusively in the same IP- and data-focused
“Invest & Grow™ areas that we now serve.

It’s likely that 2007 may present us with additional opportunities for strategic acquisitions. We will continue
to study and pursue those opportunities. In the meantime, our commitment to ensure the successful integration of
the Fibernet and Impsat acquisitions will be one of our company’s highest priorities this year.

Growing Appreciation for Our Strategic Focus and Execution

As our momentum continues and our successes mount, our reputation with customers grows, That’s why we
continue to win business that is squarely within our strategic target markets.

One example announced recently is Newsquest Media G-roup, which signed a five year, $20 million contract
for a fully managed IP VPN network capable of supporting data and voice services among 160 sites. Newsquest
is the UK’s second largest regional newspaper publisher. .

-

We back up our growing reputation with an unwavering commitment to superior customer service. The
logic is obvious—it separates us from our competitors and our customers expect nothing less. We take very
sertously the feedback we receive from customers regarding their satisfaction with our services and our overall
interactions with them, '

I'm happy to report that we continue to make progress in a number of customer experience areas. The most
recent results of the third-party customer satisfaction survey we have conducted since 2002 showed that 98
percent were satisfied with us as their provider and 70 percent were very satisfied—indicating a clear advantage
over other providers in key areas important to customers,

These survey results illustrate that as we execute on our strategic plan—and as the marketplace for
converged IP solutions continues to expand on a global scale—"flexibility” toward our enterprise customers’
requirements remains the watchword of how we operate.

Setting Ourselves Apart, and Building a Culture of Success

Our employees have embraced a cultural focus on customer care that separates us from our competitors
while providing a solid foundation for our 2007 initiatives. In the past year, we made great strides to enrich our
employees’ level of engagement in the company.,




Employee engagement ‘goes well beyond job- satisfaction. It’s the state of intellectual and emotional
commitment on the part of people to make the extra effort to help their company succeed. Our leadership team
made sure in 2006 that we listened to our employees and communicated our strategy to them regularly and
consistently. Even more important, we empowered employees to develop grass-roots initiatives to address issues
they themselves brought forward. The result, according to a consultam that has- worked wrth hundreds of
companies worldwide, was 1mprovement on an unprecedented level ot o '

L4
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One very demonstrable way we have sought to engage employees is to make themn owners of the business,
who can share tanglbly in the success that they help create. That's why we have put more emphasis on stock
compensanon in 2007, rather than cash to ensure that our employees 1nterests are ahgned with those of dur
shareholders:

And engaged employees are the perfect leaders for the related cultural effort we began in 2006, which is to
re-engmeer the expenenee customers have with us. Qur employees express a clear message—we don’t take our
customer s satisfaction for granted To that end, we made a number of tactical 1mprovements in this area last
year ‘and we're looking for more progress in 2007 based on improved work processes systems and customer
support.

. . . 2 M . LY

2007 —'A Leap Forward e : s

. . .

We believe 2007 will be a watershed year for our company—a year when our financial performance, the
integration of our acquisitions, and our culture of engagement and customer focus will propel Global Crossing to
new heights. ;

Our assumptions are that the GCUK business will continue its return to annual organic growth. We expect
that the addition of Fibernet, and the acquisition of Impsat once closed, also will contribute posrtlvely to our
results. We anticipate that the growth levels experienced in 2006 by our busmess throughout the rest of the world
will continue as well. ™. - . . . -

It has been said that, in the area of technology and telecommunications in particular, people tend to
overestimate what may happen in the next'two to three years, but underestimate what will happen in'the next 10.
Certainly, that appears to be the case when' we look back at the advent of personal computers, cellular phones,
and the Internet. And as the leader of a company that has made incredible strides over the past several years 10
achieve the vision of leadership it began with 10 yeats ago, I echo that sentiment.

Thank you for your support as we continue to fulfill the vision ‘that launched our company 10 years ago. I
look forward to outlmmg for you our 2006 results and our 2007 plans at ‘our Annual General Meetmg of
Shareholders in New York City on June 12.

John Legere
CEO
Global Crossing




% Global Crossing®

April 30, 2007

Dear Shareholder:

The Board of Directors cordially invites you to attend the 2007 Annual General Meeting of Shareholders, which
we will hold at 10:00 a.m., Eastern Daylight Time, on June 12, 2007 at The Benjamin Hotel, 125 East 50t Street,
New York, New York. ’

The Notice of 2007 Annual 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, 2006 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»ﬂuuﬁﬁ

LODEWIJK CHRISTIAAN VAN WACHEM
Chairman of the Board of Directors
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% Global Crossing

Notice of 2007 Annual General Meeting of Shareholders

We will hold the 2007 Annual General Meeting of Shareholders (the “annual meeting”) of Global Crossing
Limited (“Global Crossing”) at The Benjamin Hotel, 125 East 50t Street, New York, New York, on June 12,
2007, at 10:00 a.m., Eastern Daylight Time, for the following purposes:

To receive the report of the independent registersd public accounting firm of Global Crossing and the financial
statements for the year ended December 31, 2006 and to take action on the following proposals:
1. To elect two members of the Board of Directors;

2. To increase the authorized share capital of Global Crossing from 85,000,000 common shares to
110,000,000 common shares;

3. Toamend the 2003 Global Crossing Limited Stock Incentive Plan to increase the number of authorized
shares of Global Crossing common stock reserved for issuance under that plan;

4. To amend the bye-laws of Global Crossing;

5. To appoint Emnst & Young LLP as the independent registered public accounting firm of Global
Crossing for the year ending December 31, 2007 and to authorize the Audit Committee to determine
their remuneration; and

6. 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 busiriess on April 18, 2007, 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,

WY Ao

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

April 30, 2007




[THIS PAGE INTENTIONALLY LEFT BLANK]




GLOBAIL CROSSING LIMITED

2007 PROXY STATEMENT
TABLE OF CONTENTS

General Information ... ... ... e e e
Directors and Executive Officers ....................... e e e e e e
Board Meetings and Commiittees .. ........ ... ... .cooennnn R
Certain Relationships and Related Transactions . . ........ ... ittt
Proposal No. 1—Election of Directors .. .................. e e e e
Proposal No. 2—Increase in Authorized Share Capital .......... ... .. .. L.
Proposal No. 3—Amendment of Stock Incentive Plan . .......... ... ... ... . .o iiiiaiint.
Proposal No. 4—Amendment of Bye-Laws . .. ... . . i e
Proposal No. 5—Appointment of Independent Accountants . ........... ... ... .. ...... . ...
Executive COMPENSAtION . . .. ... e e e
Potential Payments Upon Termination or Change InControl ................ ... ... ... ... ...
Director Compemsation . .. ... ... e it e
Security OWnershIP . . ... o e e e
Section 16(a) Beneficial Ownership Reporting Compliance ....... ... ... ... . ... iiee.
Submission of Future Sh.?gthl_(_lpr Proposals ... .o...oieeviiiinn, R EPRREE
Shareholder Communications with Directors ... ... .. it i e
Delivery of Documents to Shareholders Sharingan Address ............ ... ... ... ... .....
Where You Can Find More Information . ... ... ... . i i

APPEND X A L o e e e




[THIS PAGE INTENTIONALLY LEFT BLANK]




% Global Crossing*

SO '_ e ', 2007 PROXY STATEMENT

L e et C GENERAL INFORMATION
. R T L

- ' The Board of Directors+of Global Crossing Limited (the “Board” or “Board of Directors™) is soliciting your
proxy for use at- the~Annual General Meéling of Shareholders to be held on June 12, 2007 (the “annual meetlng”)
These proxy materials ate being:mailed to"shareholders beginning on or about April 30, 2007. -

Global Crossing Limited (“GCL” or the “Company™) was formed as an exempt company with limited
liability under the laws of Bermuda in 2002. GCL. is the successor to Global Crossing Lid., a company formed
under the laws of Bermuda in 1997 (“Old GCL"”) which emerged from reorganization proceedings on
December 9, 2003 (ther‘Effective Date™). Except as otherwise noted herein, refeérences in this proxy statement to
“Global Crossing.” “the Company;”. “wé,” “our” and “us”-in respect of time periods on or prior to December 9,
2003, -are-refefences 10°Old GCL and its- subsidiaries, while such references -in respect of time periods after
Dec‘embef 9, 2003 are references to GCL and its subsidiaries. ° T ‘

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

Date, Time and Place

P 1

" * We will hold the Annual General Meetmg at The Benjamin Hotel,: 125 East 50t Street, New York, New
York, on June 12, 2007 at 10:00 a.m.Eastern Daylight Time, subject to any adjournments or postponements.
T s [ ' . .- . , R .

Who Can Vote; Votes Per Share ’ )
Common and preferred sharéholders of record at the close of business on April 18, 2007 are eligible to vote
at the annual meeting. As of the close of business on that date, we had outstanding 36,915,404 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 18, 2007, all of the Senior
Preferred Shares and 12,783,145 common- shares were held by a subsidiary of Singapore Technologies
Telemedia Pte Ltd (“ST Telemedia™), representing 56% 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. cur bye-laws and the certificate of designations for the Senior Preferred Shares, each common share
and each Sentor: Preferred Share curreritly entitles the holder to one voie on all matters entitled to be-voted on by
holder$ of our common:shares, with the Senior Preferred Shares and the common shares voting together as-a
single class. Each common st_iar@_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 2007 annual meeting.

Quorum and Votmg Requlrements

The. presence in:person or by proxy of at least two shareholders entuled to vote and holding shares
representing more than 50 percent of the votes of all outstanding common shares and Senior Preferred Shares

1
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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 proposal 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 not have discretionary voting power with respect
to Proposals 2 and 4 set forth below.

Approval of each of the proposals set out below requires the affirmative vote of at least a simple majority of
the votes cast. Approval of Proposal No. 3 (regarding the 2003 Global Crossing Limited Stock Incentive Plan)
additionally requires that a majority of the outstanding shares on April 18, 2007 actually cast votes on the matter.
Abstentions and broker “non-votes” 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 number of shares
from which the majority is calculated.

How to Vote

If your 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. All common shares represented by a proxy that
is properly executed by the shareholder of record and received by our transfer agent, Computershare Trust
Company, N.A. (“Computershare™), by 5:00 pm., Eastern Daylight Time, on June 11, 2007, will be voted as
specified in the proxy, unless validly revoked as described below. To vote by mail, please sign and date your
proxy card and mail it in the envelope provided. If you return a proxy by mail and do not specify your vote, your
shares will be voted as recommended by the Board of Directors.

As an alternative to appointing a proxy, a shareholder that is a corporation may appoint any person to act as
its representative 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 shareholder.

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 postponement of the meeting, the persons appointed as proxies will
have, unless the terms of their appointment otherwise provide, discretionary authority to vote the shares
represented by duly executed proxies in accordance with their discretion and judgment. .

Revocation of Proxies

You may 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 exécutive
offices not less than one hour before the time fixed for the beginning of the meeting, (2) by signing and dating a
new and different proxy card and mailing it such that it is received by Computershare by 5:00 p.m., Eastern
Daylight Time, June 11, 2007-or (3) by voting your shares in person or by an appointed agent or representative at
the meeting. You cannot revoke your proxy merely by attending the annual meeting.

Proxy Solicitation

We will bear the costs of soliciting proxies from the holders of our common shares. Proxies will initially be
solicited by us by mail, but directors, officers and selected other employees of the Company may also solicit
proxies by personal interview, telephone, facsimile or e-mail. Directors, executive officers and any other
employees who solicit proxies will not be specially compensated for those services, but may be reimbursed for
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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 Georgeson, 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.

2006 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 2006, which have been audited by Emst & Young LLP.
Copies of those financial statements are included in our 2006 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.




DIRECTORS AND EXECUTIVE OFFICERS. - S T

: : R S
Cur bye- laws prov1de that ST Telemedla and any: of its subsidiaries that are shareholders of the Company
from time to'time (the “STT Shareholder 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 6 appoint the mimbers of

Directors indicated below to our Board, holdmg office at any one time, each for a term of three years (which can

be renewed). S . A SO - N it
P * s . o . PR K R I I TI h !J""
Percemage of Fully Diluted Common Shares P . Number ofDlreclor Designees | L e,
50% or more - ; L T . T T
. At least 35% S T T TR X : S N
At least 20% A I R TR
At least 5% (or, if less, 50% of the aggregate number 2

of common shares (calculated on an as-converted
basis) acquired by the STT Shareholder Group on the
Effective Date).

If the share ownership percentage of the STT Shareholder Group at any time falls below one of the
thresholds specified 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).

In addition, for so long as the STT Shareholder Group is entitled to appoint at least two Directors, a Director
designated by the STT Shareholder Group shall serve as (i) Chairman of the Board, (ii) Chairman of the Audit
Committee {to 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
Governance Committee.




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, wtth lhe committees
further discussed below under “Board Meetings and Committees.” -

Name ' éﬁ Paosition )

Lodewijk Christiaan van Wachem ... 75 Chairman of the Board of Directors 3

Peter Seah LimHuat . .............. 60  Vice Chairman of the Board of Directors ¢

E.C. “Pete” Aldridge, Jr. ............ 68 Director 123

ArchieClemins ................... 63 Director 2.3

Donald L. Cromer ................. 2! Director 2.4

Richard R. Erkeneff ......... P 11" Director 2.3 ”

Lee Theng Kiat ................... 54 Director 1. 4.3,

Charles Macaluso ................. 63 Director !

Michael Rescoe . .................. 54 Director 3

RobertJ. Sachs ................... 58  Director

StevenT.Clontz .................. .56 Member of Executive Committee o

Jeremiah D. Lambert .. ............. .72 Member of Executive Committee |, ) -

JohnJ. Legere ................. :.. 48  Chief Executive Officer ! |

NeilBarua ....................... 29 Chief Administrative Officer

Gary Breauninger ................. 39  Chief Marketing Officer .

DavidR.Carey ................... 53 Executive Vice President, Strategy and Corporate Development

Anthony D, Christie ............. .. 46  Managing Director, Global Crossing UK and Europe and

' ‘Executive Vice President

Daniel J. Enright .................. 47  Executive Vice President, Global Operations

Edward T. Higase ................. 40 Executive Vice President, Worldwide Carrier Services

Robert A Klug. .............oott 39  Chief Accounting Officer

Jean FH.P. Mandeville .. ........... 47 Executive Vice President and Chief Financial Officer

John B. McShane ................ . 45  Executive Vice President and General Counsel

John R, Mulhearn, Jr. .............. 56 Executive Vice President, Global Access Management

José AntontoRios .. ............... 61 International President and Chairman, Global Crossing UK

Daniel J. Wagner ... .............. < 42 . Chief Information Officer, and Executive Vice President,
Enterprise Services .

1 Member, Executive Committee : ‘
2 Member, Government Security Committee . . - '

3. Member, Audit Committee

4 Member, Compensation Committee o .

5 Member, Nominating and Corporate Governance Commmee ; .

Director Nommeesr

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 2008 Annual General Mecting of
Shareholders.

Charles Macaluso—MTr. Macaluso has served as a Director of Global Crossing since December 2003, He'is
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 to
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 boards
of ICG and Lazy Days, RV, as the lead director of Darling International, and as the chairman of the board of Geo
Specialty Chemical.

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 Valley 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 technology 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 holdmg 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 dlrector of Bear Sleams
specializing in strategy and structured financing. :

Directors of the Company with Terms to Expire at. the 2010 Annual General Meeting of Shareholders L

The initial three year term of the following directors was scheduled to expire at the annual meeting and the
STT Shareholder Group has reappointed the eight members to 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 chairman of the Board of Directors of
Global Crossing since December:2003. He is currently 4 member of the board of directors of ATCO (Canada)
Ltd. (energy and logistics). He was chairman'of the board of directors of Zurich Financial Services from 1993
through April 2005 and was chairman of ‘the supetvisory 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 committee of managmg dlrectors in 1985. He served in that capacity until 1992, when he was appointed
chairman of the supervisory board of the Royal Dutch Petroleum Company, a position he held through July 2002.
Until 2002 he also served on the supervisory boards of Akzo. 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 v1ce chauman of the Board of Directors of Global Crossmg
since December 2003. Since January 2005 he has been a member of the Temasek Advisory Panel of Temasek
Holdings (Private) Limited (mvestment company) and since November 2004 he has been a Deputy Chauman on
ST Telemedia’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 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 Ltd and Singapore Computer Systems Limited: Presently, he also sits on
the boards of Capital.and Limited, Chartered Semiconductor Manufacturing Ltd, StarHub Ltd (“Starhub™) and
STATS ChipPAC Lid. Mr. Seah also serves on the boards of the Government of Singaporé' Investment
Corporation EDB Investments Pte Ltd, PT Indosat Tbk and Siam Commercial Bank Public Company Limited.
He is also the vice president of the Singapore Chinese Chamber of Commerce & InduSUy and the honorary
treasurer of Singapore Business Federation Council. :

‘E C. “Péte” Aldrldge, Jr. _Mr. Aldndge has served as a Director of Global Crossmg since December
2003. He' currently serves on the boards of Lotkheed Martin Corporatlon (systerns integrator, information
technology) and Alion Science and Technology Corporation (technology). From May 2001 untii May 2003,
Mr. Aldridge 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 chief executive officer of Aerospace Corporation fromMarch 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. Aldndgerhas also- held numerous other senior positions
within the Department of Defense. . - ) ‘ . .

Archie Clemins—Mr. Clemins has served as a Director of Global Crossing since December 3003. He has
been, since January 2000, the owner and president,of Caribou Technologies,.Inc.; and, since November 2001,
co-owner of TableRock Intemnational, LLC; both international consulting firms, and,concentrates on the transition
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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 venturé capital concerns, Mr. Clemins is a Limited Partner 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 assignmients, including Commander, Pacific Fleet Training Command in San Diego,
California and Commander, Seventh Fleet, headquartéred in Yokosika, Japan. Mr. Clemins concluded his
rmhtary career m Hawaii as an Admiral and the 28th Commander of the u.s. Pac1ﬁc Fleet

-Donald L. Cromer——-Mr Cromer has served ag a Director of Global Crossmg since December 2003. He
currently acts as a consultant to the U.S. Department of Defense, the Unitéd States Air Force, Booz Allen
Hamilton Inc. (a strategy and technology consulting firm) and the Institute for Defense Analysns He currently
serves as chairman of the board of trustes 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 followmg 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 ]omed Hughes Space and Commumcatlons Company
and served as presudent from 1993 to 1998. Co-

e ey PAR ' . . : N :

- Richard R. Erkeneff—MTr. Erkeneff has served as a Diréctor of Global Crossing since December 2003. He
was, from October 1995 until Augtist 2003, president and chief executive officér of United Industriai Corporation
(*UIC™), a company focused’ on the design and production of defense, training, transportation and energy
systems:- Mr.. Eikeneff also served as a director of UIC from October 1995 to May 2005. In “addition,
Mr. Erkeneff was chief executive officer of AAl Cofporation (“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
Mr. Erkeneff contmues o serve as a consultant to UIC’s board of directors.

Lee Theng Kiat—Mr. Le¢ has served as a Director of Globa] Crossing since December 2003. He has been
president and chief executive officer of ST-Telernedia 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 8T 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 & Telecommunicaticris 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. Additionally, Mr. Sachs serves as a director of Big Band Networks, Inc.
which is’. publicly traded and Update Logic, Inc., which is privately owned. Mr. Sachs also serves as a
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trustee of the Dana-Farber. Cancer - Institute, the Citi Performing Aris, Center and WGBH Educational
Foundational and is chairman of the board of the National Coalition for Cancer Survivorship.. -

Executive C0mm1ttee Members g : e o o

Steven T Clontz——Mr Clontz has served as a member of lhe Execuuve Commnlec of Global Crossmg
since December 2003 and is president, 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 City. Prior to that, Mr.-Clontz worked at BellSouth International, joining in 1987
and holding senior-executive positions of increasing responsibility, serving the last three years as president Asia-
Pacific. Mr. Clontz, currently- serves as a director of Interdigital Communications Corporation, Equinix, and
LiveCargo. Mr. Clontz began his 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 Old GCL as co-chairman of the Board, chaired its audit committee
and special committee on accounting matters, and also served as a member of Cld GCL’s compensation
committee until December 2003, A Global Crossing director since April 2002, Mr. Lambert.served as chairman
of the board of directors of Old GCL's former subsidiary, Asia Global Crossing, Ltd. (“Asia Global Crossing”),
from September 2002 through March 2003. As a founder and partner in Lambert & Ihm 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 heswithdrew to join Old
GCL’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 practice at Cravath, Swaine & Moore
in New York Clty and is a frequent lecturer and author on legal topics. . T A

. i e

John .} Legere—Mr Legere has been chlef execuﬂve ofﬁcer of Global Crossmg 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 Old GCL 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
experience in the telecommunications industry. Prior to joining Asia Global Crossing, he was senior vice
president of Dell Computer Corporation and president for. Dell’s operations in Europe, the Middje East and
Africa from July 1999 until February 2000,-and president, Asia-Pacific for Dell from June 1998 until June 1999.
From April 1994 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 Busmess Deve]opment From 1997 to 1998,\ he was
president of worldwnde outsourcing at AT&T Solutions. | : o . PP

. . . N ;
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Other Executive Officers of the Company ' ot : T o

Neil Barua—Mr. Barua has been chief administrative officer of Global Crossing since January 2007,
leading the office of the chief executive. officer. (“CEO”) 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 chief marketing officer in April 2007. He previously
served.as senior vice president for. planning and business finance from Qctober 2002 through April 2007.
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Mr. Breauninger served as vice-president global financial and strategic planning from April 2002 until October
2002 and as 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. Mr. Breauninger holds a B.S. in
industrial management and graphic communication management with a concentration in finance and operations
management from Camegie Mellon Umversny . N
David R. Carey-—Mr Carey was named executive vice president, strategy and corporate dcvelopment of
Global Crossing in November 2003. From March 2002 through November 2003, Mr. Carey served as executive
vice presideni, enterprise sales, where he was tesponsible -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 developmem from September 1999 through January 2000. Before Global
Crossing’s acquisition of Frontier Corporation (“Frontler") in September 1999 (the “Frointier Acquisition”),
Mr. Carey served as senior vice president, markt.tmg and chief marketing officer for Frontier’s business lines
from October 1997 through September 1999. Prior to that, Mr. Carey spent seven years in the energy mdusl.ry,
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, operauons and personnel. . . ‘ G
. Anthony D. Christie—MTr. Christie was named managing director, Global Crossmg 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«senmior vice president, global product
management, having previously served as senior vice president, business integration and strategic planning from
November 2001. Prior to joining Global Crossing, Mr. Christie was vice president, business development and
strategic planning for Asia Global Crossmg 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 Operatlons vice president in
AT&T’s outsourcing division from June 1998 through November 1999. From Juhe 1997 through June 1998,
Mr. Christie was a Sloan Fellow at MIT. Prior thereto, Mr." Christie held positions in AT&T's Iniernational
Operations Division that mcluded an assngnment as the reglonal managmg du‘ector for Lhe Consumer Markets
Division in Asia.

Daniel J. Enright—MTr. Enright was namecl execulive vice president, operations in June 2003. In this role,
Mr. Enright is responsible for our network architecture, planning and engineering, cusiomer operations, network
operations and field operations. Mr. Enright is also responsible for managing our network capital, operatmg
expenses and third party maintenance expenses. Mr. Enright has held other positions at Global Crossing,
including senior vice president—global network engincering and operations from March 2002 through June
2003; vice pre51dent—globa1 service 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 englnecnng
and operations positions at Highland Tetephone and Rochester Telephone. L . ‘
-, . PR N . ’
Edward T. Higase—MTr. Higase has been executive vice president, worldwide carrier services of Global
Crossing since September 2004, having previously served as executive vice,president, carrier sales and marketing

9



of Global Crossing since January 2002. Since September 2004, Mr. Higase has been responsible for overseeing
sales activities for data services related to our carrier, ISP, and ASP customers worldwide. Mr. Higase previously
served as president, carrier services for ‘Asia Global Crossing, from August 2000 to December 2001. Prior to
Asia Global Crossing, Mr. Higase was corporate director and general manager from November 1999 to August
2000 of the medium-size business Corporate Actounts Division for Dell Computer Corporation in Japan. Prior to
this assignment, he served as corporate director, Dell Online for Asia Pacific from August 1998 to November
1999, where he led the growth of Internet-based transactions in the Asia Pacific Region. Mr. Higase began his
career with AT&T in Japan. During his nine years with the company, he held a wide range of senior and
executive positions in marketing, sales, and business management across AT&T’s business markets division,
consumer markets division, outsourcing unit, and the international business unit.

) 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 June 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 through December 1998. Prior to Joining Global Crossing, Mr. Klug spent eight years as an auditor
with PncewalerhouseCoopers

Jean F.H.P, Mandeville—Mr. Mandeville was named executive vice president and chief financial officer
(“CFQO"} 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 January 2005. From 1992 to June 2002, Mr. Mandeville served in various capacities at British
Telecom PLC, including 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 prev1ously served on the board of directors of SmarTone HK and LGT Korea,
both pubhc 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 joined
Global Crossing in February 1999 as our European assistant general counsel where he oversaw and managed
legal affairs for the European region, including the buildout of our PEC network. As assistant general counsel he
also, had responmbnhty 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 Crossing, 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 banks, financial institutions and corporations in connection with.a broad range of their corporate,
commercial and financing activities.

B

John R. Mulhearn, Jr.—Mr..Multhearn 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 June 2005. He has global responsibility for 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 president, global access
management from March 2002 until May 2002, vice president North America carrier relations 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 tenure at AT&T, he held positions
in sales, marketing, operations, regulatory, outsourcing and human resources. In 1993, he took an assignment in
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Canada to work for Unitel Communications Inc. (partially ownéd by AT&T) as senior vice president of sales and
markenng In that role, Mr. Mulhearn was respons:ble for govemment nanonal and regxonal commerc:la]
accounts, o : ! :

José Antonio Rios—Mr. Rios was named chaifinan of the board of diréctors of Global Crossing UK in
September 2004 and has served as president 6f Global Crossing International since May- 2001. Mr. Rios served as
chief administrative officer of Global Cfossing from November 2002 through Janiary 2007 and was chairman of
the board of Global Crossing’s former’Global Marine Systems subsidiary (“Global Marine”) from September
2002 through its divestment in August 2004. Mr. Rios has'more than 20 years of experience managing 2 wide
range of companies in the technology and medla sectors. Prior to joining Global Crossing in February 2001 as
presndent Latin America and corporate semor vice preSIdem Mr. Rios sérved as presulent and chief executive
ofﬁcer of Telefénica Media from June 1999 through August 2000 and président of Atento Worldwidé from July
2000 through June 2002. Earlier in his career, Mr. Rios was the foundmg pre51dent and chief executive officer of
Galaxy Latin America (subsaquently naried DIRECTV™ Latm Arherica), where he was, respon51ble for the
planning, development, and launch of DIRECTV™, a division" of Hughes Electronics. Durmg his four-year
tenure, he was a vice president of Hughes Electrcnics and a member of its management committee. Mr. Rios
previously served as the first chief operating officer and corporate vice president 'of the Cisneros Group of
Companies. He was also a founding member of its worldwide executive committee. During his 13-year tenure
with the Cisneros Group, Mr. Rios held a succession of mcreasmgly resp0n51ble posmons mcludmg tenure asa
board member or president in over 60 Cisneros companies worldwide. From 2000 to 2002, Mr. Rios served as
chairman of the supervisory board of Endemol Entertainment, Europe’s: premier. independent TV production
company based in Holland and with operations in28 countries around the world. He also serves on the board of
directors of Claxson Interactive Group Inc..and is an active national board member of .Operation Smile, a
philanthropic organization that.provides global medical. assistance to children born with facial deformities. In
addition, Mr. Rios serves as a board member of the Inter-American Dialogue’s Latin- America Advisor.

Daniel J. Wagner—Mr, Wagner was named chief information officer in August 2002 and in that capacity
oversees our global information technology function, including operations, telecommunications, development,
security, and technology integration. Since January 2007, Mr. Wagner has- also served as executive vice
president, enterprise sales, in which capacity he is'responsible for growing Globat Crossing’s enterprise business,
focusing on the sale of converged IP services to companies around the world. In addition to his chief information
officer role, Mr. Wagner served as executive vice president—business infrastructure of Global Crossing from
January 2004 through January 2007. Mr. Wagner served as senior vice president—business -informatton from
August 2002 through December 2003. From March 2002 [hrough August, 2002 Mr. Wagner served as senior vice
president of information technology, real estate, procurement and vendor management In addition to his
corporate responsxbllmes Mr. Wagner served on the board of directors of Global Marine from February 2002
through its divestment in August 2004, 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 2001. Mr. Wagner served Globat Crossing as vice president of business integration for North America
followmg the Frontier Acquisition. While at Fronner between June 1999 and July 2000, he held several other
key management positions, mcludmg senior, director of finance and mtegrauon and vice pre51dent of serv1ce
delivery. Before joining Frontier in 1994, Mr. Wagner was.a management consultant for Andersen Consultmg
and his own mdependent firm for several years. : :
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T BOARD MEETINGS AND COMMITTEES

* The Board and various Committees of the Board met numerous times during 2006. The Board held 11
meetings, seven of which were telephonic and four of which were “in-person”. The Audit Committee met 11
times, with seven telephonic and four “in-person” meetings. The Compensation Committee met six times, with
three telephonic and three “in-person” meetings. The Government Security Committee met four times, with one
telephonic and three “in-person” meetings. The Nominating and Corporate Governance Committee held one
telephonic meeting and the Executive Committee did not meet in 2006. All of our Directors attended at least 75%
of the meetings of the Board and the Committees of which they are members.

We have adopted an ethics policy that applles to all of our Directors, officers (including the CEO and the
CFO) and employees. The policy, together with the charters of our Audit Committee, Compénsation Committee,
Nominating and Corporate Governance Committee, Executive Committee and Govermnment 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 L our website within five days
of that waiver being granted.

We expect and réquire all of our Directors to attend our annual meeting of shareholders. All of our Directors
except for Mr. Lee attended our 2006 annual sharehOIder meeting held on June 13, 2006.

As a “controlled company” (as defined in NASDAQ rules), we are not required to comply with NASDAQ
rules that require listed companies to 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 time as we are no longer a- “controlled company,” if ever, we will amend
our committee charters, if necessary, and change the composition of our committees to ensure compliance with
these NASDAQ requirements.

.

The five standing committees of the Board are the Audit Committee, the Compensation Commitiee, 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 and Erkeneff, 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 statements 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
independence), 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 functions from time to time as assigned to it by the Board.

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
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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 reglstered public accounting firm,
mtemal aud1t uperanons and ﬁnanc:al and executwe management.

v . [
: oL .
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Report of The Audil 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
preparanon of the December 31, 2006 financial statements, the Audit Committee (1) reviewed and discussed the
audited financial statements with management; (2) dlscusscd with the independent registered public accounting
firm the matters required to be discussed under gcnerally 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. . C . : : .

- e

Based upon these reviews and discussions, the Audit Committee recommended and the Board of Directors
approved, that the Company § audited financial ‘statements be ificluded in the annual report on Form 10-K for the
fiscal year ended December 31, 2006, for filing with the Commission. The Audit Committee also selected
Emst & Young LLP as the independent régistered public accounting firm for the fiscal year énding December 31,
2007, subject to the rights of thé shareholders under Bermuda law to appoint the auditors at the annual meeting.

THE AUDIT COMMHTEE
‘Michael Rescoe, Chairman

E.C. “Pete” Aldridge, Jr. = '
e - . - Richard R. Erkeneff

Principat Accounting Firm Fees

The following table“sets forth the fees billed to the Company for the fiscal years ended December 31, 2006
and 2005 by our present principal independent registered public accounting firm, Ernst & Young LLP:

2006 " 2005
CAudit Fees( oL i e i e e $ 8316,000 '$8,671,000
Audit Related Fees® ... ..... e R, Teoe.. e 1,733,000 . .
Tax Fees ...... N e . - 114,000 © 226,000
-'Al_lOtherFees..:.':'..".....*..- ....... T S : : -
Yo Total L.l L Ceee.stoo0 810,163,000 $8,897,000

i L A o, 1 [ .ot

(l) lncludes $1,100, 000 and $1 437 000 of fees and expenses related to the preparauon of ﬁnanma] statements
of our United ngdom sub51dlary in connection with its annual report on Form 20-F for 2006 and 2005,
respectively.

(2) ananly relates to fees and expenses for due dnhgence rclated to completed and contemplaled acqulsmons

Pursuant to paragraph (c)}7)iXB) of Rulc 2-01 of Comm1ssaon Regulation S-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.andit or non-audit services to be performed by the Company’s independent registered public
accounting, firm, provided that the chairman and managemen are reqmred to report any such pre-approval
decision to the Audit Committee at its next scheduled meeting. o s
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Compensation Committee

The Compensation Committee consists of Messrs. Seah (chairman), Cromer, 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:

+ Establishes the overali compensation phllosophy and policies of the Company, subject to concurrence
by the Board. .

* Annually reviews peer company market data to assess the Company s competitive position for each
significant component of key employee compensation.

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

+ _ 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
(ii) recommends to the Board the compensation level for the CEO and the EVPs; provided that the
Compensation Committee 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. .

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

Compensation Committee Interlocks and Insider Participation

Messrs. Seah, Cromer, 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 is a
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 Committee

The Nominating and Corporate Governance Committee (herein, the “Nominating Committee™) consists of
Messrs. van Wachem (chairman), Clemins, Lee and Sachs. The Nominating Committee-assists the Board in
fulfilling its responstbility to the sharcholders by (i) .identifying individuals gualified 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
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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/or applicable law may from time to time impose. In addition, the Committee may méet 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.

Government Security Committee

The Government Security Committee (the “Se'*uruy Committee™) consists of Messrs. Aldridge (chairman),
Cromer, Clemins 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
among the Company, Old GCL, ST Telemedia, the Federal Bureau of lnvestigation, the United States
Department of Justice, the Department of Defense, and the Department of Homeland Security. The NSA; a copy
of which is included as an exhibit to our 2002 annual report on Form 10-K, establishes processes and procedures
to ensure the security of our U.S. network assets, which include transmission and routing equipment, switches
and associated operational support systems and personnel (referred to in the NSA as the “Domestic
Communications Infrastructure”). The Committee is comprised solely of Directors who are U.S. citizens who, if
not already in possession of U.S. security clearances, must apply for U.S. security clearances pursuam to
Executive Order 12968 immediately upon thelr appmmment to the Security Committee.




CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Review and approval of relarea' person transactions . - o

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 10% 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, sich transactions where the amount involved $120,000 are discloséd 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
lhe related meetmg

[

s

Commercial and other relationships between the Company and ST Telemedia

During this past year, we provided approximately $200,000 of telecommunications services to subsidiaries
and affiliates of ST Telemedia. Further, during this past year we received approximately $2,000,000 of
co-location services from affiliates of ST Telemedia. Additionally, during this past year, we accrued dividends
and interest of $35,100,000; related to debt and the Senior Preferred Shares held by a subsidiary of ST
Telemedia. . .

On May 30, 2006, a wholly-owned subsidiary of ST Teiemedia purchased, pursuant to a public offering
made by the Company, 6,226,145 shares of common stock for an aggregate purchase price of $124,522,900.

During this past year, we 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
of certain covenants in the indenture governing the $250 Million 4.7% Senior Secured Mandatory Convertible
Notes due 2008 (the “Convertible Notes”). ST Telemedia may cause us to register sales of its common shares,
Senior Preferred Shares and Convertible Notes and all common shares or other securities which may be acqmred
upon the conversion of the Senior Preferred Shares and the Convertible Notes, at any time.

Messrs. Lee, Seah, and Sachs, who are members of our Board of Dlrectors, 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 detmls please see their individual biographies in the section entitled “Directors and Executive
Officers”. - . P, .

Commercial relationships berween the Company and the Slim Family b +

According to filings made with the Commission, 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 common stock prior to May 2, 2006. Accordingly, the mémbers of the Slim Family may therefore be
considered to have been related parties of the Company prior to that date. During the four months ended April 30,
2006, 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 were approximately $5,500,000. Purchases of access-related services from Slim-
Related Entities were approximately $2,500,000 for the four months ended April 30, 2006.

Settlement with Asia Global Crossing Bankrupicy 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
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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 ¢ntered 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. In February 2007, the case was volumanly
dismissed against all Company Parties with prejudice. .
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ST e . PROPOSAL NO.1 .
- ELECTION OF DIRECTORS . .
“ B . e - T T I e . ‘ ' - bt
' Qur Board consists of ten members, all 'of whom assumed-their. positions as directors and: committee
members on the Effective Date. Eight members were appointed by STT Crossing Litd.,.our majority shareholder
(“STT Crossing™), which is a member of the STT Shareholder Group. The remaining two members. of the Board
were appointed by the Creditors Committee (the “Creditors Committee”) in.our bankruptcy proceedings: Each
Director appointed by the STT Shareholder 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 was scheduled to expire at
the annual meeting and the STT Shareholder Group has reappointed the eight members 1o a term of three years,
expiring at the Annual General Meeting of shareholders in 2010, The terms of the two directors appointed by the
Creditors Committee, Charles Macaluso and Michael Rescoe, are scheduled to expire at the annual meeting, and
they have been nominated by the Board of Directors for re-election for a term expiring at the 2008 Annual
General Meeting of Shareholders.

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

Except where otherwise instructed, proxies will be voted for election of each of the nominees. Should either
nominee be unwilling 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 reduce the number of Directors constituting the full Board.
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PROPOSAL NO. 2

]

INCREASE IN AUTHORIZED SHARE CAPITAL

The Company is currently authorized to issue 85,000,000 common shares. Pursuant to Old GCL’s plan of
reorganization, on the Effective Date GCL issued 15,400,000 common.shares to our pre- petition creditors and
6,600,000 common shares and 18,000,000 Senior Preferred Shares to a subsidiary of ST Telemedia. 18,000, 000
common shares were reserved for the conversion of ST Telemedia's Serior Preferred Shares. An additional
8,378,261 common shares have been reserved for issuance under the 2003’ Global Crossing Limited -Stock
Incentive Plan, as amended (the “2003 Stock Incentive Plan”). In addition, the Convertible Notes are by their
terms converlible at any time into common shares of GCL (approximately 16,200,089 shares assuming
conversion after four years). On May 30, 2006 we issued an additional 12,000,000 common shares and $143.75
million aggregate principal amount of 5% convertible notes (the *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. We have reserved 6,255,439 shares of
common stock for issuance upon conversion of our- 5% Convertible Notes. As of April 18, 2007, if the
Convertible Notes, the Senior Preferred Shares and the 5% Convertible Notes were to convert into common
shares, together with the currently outstanding common shares and shares reserved for issuance under the 2003
Stock Incentive Plan, there would be 82,833,789 common shares outstanding, with 2, 166,211 common shares
remaining authorized for issuance. We are therefore proposmg that the Company’s authorized number of
common shares be increased 1o 110, 000 000. ‘

The proposed increase in the Company’s authorized common shares would benefit the ‘Company in
numerous ways, enabling the Board to issue (or resetve for issuance) additional common shares to take
advantage of market opportunities or to respond to competitive pressures. The net proceeds from any such
issuance could be used for general corporate purposes, which could include funding potential acqulsmons of
assets and businesses that are complementary to our existing busmess or the repayment of indebtedness
outstanding at that time. The Company has no present inténtion to issué any of the proposed additional shares,
other than in connection with the issuance of awards under the Global Crossing Limited 2003 Stock Incentive
Plan in the ordinary course of business (assuming the approval of Proposal No. 3 as described below).

The Company does not foresee any potential négative effect of the proposed increase.

Unless otherwise required by applicable law or regulation; all authorized but unissued and unreserved
common shares will be issuablé, without any furthér authorization by the shareholders, on the terms and for such
conmderatlon as our Board of Directors may determine. We do not expect that shareholder approval will be
soughl unless: reqmred by applicable law, regulation or exchange listing standard as a condmon to the issuance
of common shares in any particular transaction.

Any issuance of additional common shares could have the effect of diluting the earnings per share and book
value per share of existing common shares, and such additional common shares could be used to dilute the share
ownership of a person seeking to obtain control of Global Crossing. Common shareholders do not have
preemptive rights 10 subscribe to additional securities that Global Crossing may issue, which means that current
shareholders do not have a prior nght to purchase any new issue of sharev. in order to maintain their propomonate
ownershlp '

In light of the foregoing, the Board recommends that the Shareholders adopt the following resolution:

“RESOLVED that the authorized share capital of the Company be increased from $5,350,000 to $5,600,000
by the creation of 25,000,000 additional common shares of par value $0.01 each.”

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR APPROVAL OF THE
INCREASE IN AUTHORIZED SHARE CAPITAL FROM.85,000,000 TO 110,000,006 COMMON SHARES -
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R PROPOSAL NO. 3

AMENDMENT OF 2003 GLOBAL CROSSING LIMITED STOCK INCENTIVE PLAN

On December &, 2003; Old GCL, then our sole shareholder, approved: the 2003 Global Crossing Limited
Stock Incentive Plan (the #2003 Plan™) and set aside 3,478,261 of our common shares available for issuance
thereunder. On April 7, 2004, our Board of Directors approved an amendment-to the Plan, which was approved
by our Shareholders onDecember 15, 2004, increasing the shares available for issuance thereunder to 4,878,261.
On April 22, 2005, our Board of Directors approved an amendment- to the Plan, which was approved by our
Shareholders on June 14, 2005, increasing the shares available for issuance thereunder to 8,378,261. On April 12,
2007, our Board of Directors approved.an amendment to the plan increasing the shares available for issuance
thereunder.to 11,378,261, subject to shareholder.approval. The Board of Directors is now asking shareholders to
approve this latter amendment to lhe 2003 Plan. :

Below is a summary of certain |mponant fealures of the 2003 Plan. This summary is qualified in its entirety
by, reference to the full text of the 2003 Plan, as amended; which is incorporated by reference to Exhibit 10.4 to
our 2006 annual report on Form 10-K, as filed with the Commission. , . . .

Awards =~ ¢ e - . . ;

Kinds ot‘ awards that can be granted under the plan: The 2003 Plan prowdes incentives through the
granting of (i) stock options (“Options™), (i) stock appreciation rights (“Stock Apprec1at10n Rights”) or (iii) other
stock-based awards, including, without limitation, restricted share units (“RSUs”) (Options, Stock Appreciation
Rights and other stock-based awards are referred to, collectively, as “Awards”).

Eligible partlclpants Any cornmon law employee of ours or of any of our subsidiaries, any member of our
Board of Dlrectors or the board of directors of any, of our subsrdlanes or any consu]tant who performs bona fide
serv1ces for us or for any of our sub51d1anes 18 ehglbie to participate in the 2003 Plan if selected by the
Compensauon Commmee (a “Part1c1pant”)

Shares available for Awards under the Plan. The 2003 Pian currently allows us to issue up to 8,378,261
shares (“Shares”) of our Common Stock, par value $0.01 per share (the “Common Stock™). If the proposal to
amend the 2003 Plan is approved by the Shareholders the number of Shares allowed to be issued under the 2003
Plan will be increased to 11,378,261. Through- December.31, 2006, Options to purchase an aggregate of
2,791,926 Shares and 4,785,660 RSUs representing an aggregate of 7,577,586 Shares have already been-granted
under the 2003 Plan. Together, the aggregate number of Options and RSUs granted through December 31, 2006,
net of Shares returned. to the 2003 Plan due to the termination of awards, account for 6,680,719 of the 8,378,261
available Shares issuable under the 2003 Plan. The issuance of Shares or the payment of cash upon the exercise
of an Award reduces the total number of Shares available under the 2003 Plan. Shares which are subject to
Awards which terminate will again be available for grant under the 2003 Plan. Shares subject to Awards may
consist,.in whole or m part of unissued Shares or treasury Shares. '

Restrlctlons on the number of Awards an mdmdual Partlapant may receive. The maximum number of
Shares for. which Options and Stock Appreciation Rights may be granted during a calendar year to any
Participant is 1,000,000. The maximum number of Shares for which Other Stock-Based Awards (as described
below) intended to be deductible by us under Section 162(m) of the Internal Revenue Code (the “Code™) that
may be granted to any Participant during a calendar year is. 500,000 (or $10,000,000 if the amount is not
expressed in Shares).

< -

Options

Types of Options available for grant under the Plan. An Option is a right to purchase Shares at a future
date at a pre-established price. Optiohs granted under the 2003 Plan may be, as détermined by the Compensation
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Committee, non-gualified or incentive stock options for federal income tax purposes, as evidenced by the related
Award agreements, and shall be subject to the 2003 Plan and to such other terms, and conditions ,as the
Compensanon Committee shall determine. The Option price per Share (“Optron Price”) shall be determined by
the Compensatiori Committée, but shall not be Iess than 100% of the falr market value of lhe Shares on the date
an Optlon is granted.

' e Tt N L L too L. i Tt ' L \

When Options become exercisable. Options granted under the 2003 Plan arc exercisable at $uch time and
upon such terms and conditions as-may be determined by the Compensation Commiltee, but in no event will an
Option be exercisable more than ten.years after the date it is granted. The. vesting schedule for.the Options and
the other terms and conditions of exercise will be provided in a related Award agreement or in a notice of grant.

' r
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How Participants- exercise Options. Except as otherwise provided in the 2003 Plan or in an Award
-agreement, an Optron may be exercised for all, or,from time tg time any part, of the Shares for, which it is then
exercisable, The exercise date of an Opuon shall be the later of the date a notree of exercise is recerved by us and,

if applicable, the date payment is received by us, S oal

L L 7. ' aoes e e O 1. ' [T

The purchase price for the Shares-as to which an‘Optionis exercised is payable fo us in full at the timé of

exercise in cash. If the applicable Award agreement permits, the exercise price may also be paid, at the election

of the Pamcrpant and sub]ect to such requirements as may be imposed by the Compensatlon Committee, in

Shares ‘having a fair markét value equal to the ‘aggregate Optlon Pnce for the Shares belng purchased partly in

cash and partly i in such Shares; or through the dehvery of urevocable mstructlons t0'a broker to dellver promptly
to us an amount equal to, the aggregate Optlon Pnce for the Shares be1ng purchased B

v ! Y K ! .

Dmdend or other stockholder rlghts with respect to Shares underlyrng Optlons A Partrcrpant shall not
have any rights to dividends or other rights of a stockholder with respect to Shares subject to an Option until the
Participant has given written notice of exercise of: the Option; paid in'full for:such Shares and, if applicable, has
satisfied any other conditions imposed by the Compensation Committe¢ purSuant-to the 2003 Plan. If and to-the
extent permitted by thie Compensation Committee in the futurea Participant may elect to defer recéipt of-the
Shares in respect of which an Option is exercised pursuant to any deferred compensation plan of the Company
which contemplates such deferral, subject to complnmce with Section 409A of the Code, which places substantial
limitations on dcferred compensatron plans as desenbed m greater ‘detail below under the headmg “Taxes—
Impact of Sectmn 409A * o - s

"1 e T - > [ETPERLFE T
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Specral requirements applicable to ISOs. An 1ncent1ve stock opnon or “ISO " is an optron that meets
certain requirements for favorable tax treatment provided by Section 422 of the Code. This favorable treatment
anid related requirements are described in greater defail below under the heading “Taxes—IS0s.” No 1SO may be
granted to any Participant who, at the time of grant, owns more than ten percent of the total combiried voting
power of all classes of our stock or of any of cur subsidiaries, unless (1) the’Option-Price for such ISO is at least
110% of the fair market value of a Share on the daie the ISO is granted,'and (2) the date oni which such.ISO
terminates is a date not later than'the day preceding the fifth anniversary of the date on which the ISO is:granted.
Any Participant who disposes of Shares acquired upon the exercise of an ISO either (1) within two yeats after the
date of grant of such ISO, or (2) within one year after the transfer of Shares underlying the ISO to the Pamelpant
must notify the (,ompany of such drsposmon and of the amount realized upon such disposition.:

¢ Lt - T S B . . R T SR v Y
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Stock Appreciation Rights- . . i
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Description of Stock Appreciation Rights. A Stock Appreciation Right is aright to Teceive 'payrnent for
each Share subject to the Stock Appreciation Right in an amount equal to the excess of that Share’s fair market
value on the date of exercise over the exercise,price per Share. Under the 2003 Plan, a Stock Apprec1at10n nght
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may ‘be granted independent of an Option or in con}unctton with an- Optlon (or a portion thereof) A Stoek
Apprec1at10n Rrght granted in conjunctton with an Option: :

* may be granted at the tune the related Option is granted or at any time prior to the exercrse or
cancellation of the related Optron

* shall cover the same Shares covered by an Option (or such lesser number of Shares as the Compensation

Committee may determine), and .

+ shall be subject to.the same terms and conditions.as such Option except for such addmonal l1m1tat10ns
as are contemplated by the 2003 Plan (or such additional limitations as may be included in an Award
agreement). . y , C : : ot

Each Stock Appreciation Right granted independent of an Option shall entitle a Participant upon exercise to
an amount equal to (1) the excess of (A) the fair market valué on the exercise date of one Share over (B) the
exercise price per Share, times (2) the number of Shares covered by the Stock Appreciation Right, Each Stock
Appreciation Right granted in conjunction with' an Option, or a portioni thereof, shall entitle a Participant to
surrender to us the unexercised Option, or the related portion thereof, and to receive from us in exchange therefor
an amount equal to (1) the excess of (A) the fair market value on the exercise date of one Share over (B) the
Option Price per, Share, times (2) the number of Shares covered by the.Option, or portion thereof, which is
surrendered . : :

Exercnse price of Stock Appremahon nghts The exemse pnce per Share of a Stock Appreciation nght
shajl be an amount determined by the’ Cornpensatton Commtttee but in no event shall such amount be less than
the greater of;: the fair market value.of a Share on the date the Stock Apprec1at10n Right is granted or, in the case
of a Stock Appreciation Right granted in con}unctlon with ‘an Option, or a portion thereof, the Option Price of the
related Option, and an amount permttted by apphcable laws, rules, by-laws or policies of regulatory authorlttes or
stock exchanges : . : .

Exercise 0{ Stock Appreciation Rights. St_ock Appreciation Rights may be exercised from time to time
upon actual receipt by us of written -notice of exercise stating,the number of Shares with respect to which the
Stock Appreciation Right is being exercised. The date a notice of exercise is received by us shall be the exercise
date of the Stock Appreciation Right.

Fp_rm of payn_‘lent. Phyment for Stock Appreciation Rights shall be made in Shares or in cash, or partlj in
Shares and partly in cash (any such Shares valued at their fair market value), all as shall be determined'by the
Compensation Committee. No fractional Shares will be issued in payment for Stock Appreciation Rights, but
instead cash will be paid for a fraction or, if the Compensation Commmee should so determine, the number of
Shares will be rounded downward to the next whole Share. : * oy

Limitations on the grant of Stock Appreeiation Rights. The Compensation Committee may impose, in its
discretion, such conditions upon the exercisability or transferability of Stock Appreciation Rights as it may deem
fit. We do not expect to award Stock Appreciation Rights payable. in cash to any Participant. Any Stock
Appreciation Right awarded pursuant to the 2003 Plan will be subject to the conditions specified in the Internal
Revenue .Service (“IRS™) guldance with respect .to the treatment of Stock Appreciation Rights under

Section 409A. of the Code. -

Other Stock-Based Awards

Types of other Stock-Based Awards. The Compensation Committee, in its sole discretion, may grant
Awards of Shares, Awards of restricted Shares and Awards that are valued in whole or in part by reference to, or
" are otherwise based on the fair market value of, Shares, including, without limitation, restricted share units
(“Other Stock-Based Awards”)

»

Terms of Other Stock:Based Awards Othier Stock-Based Awards may be in such form, and dependent on
such conditions; as the Compensauon Committee shall determine, including, without limitation, the right to
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receive one or-more Shares (or the equivalent cash value of such Shares) upon the completion of a specified
period of service, the occurrence of an event and/or the attainment of performance objectives. Other Stock-Based
Awards may be granted alone or in addition to any other Awards granted under the 2003 Plan. Subject to the
provisions of the 2003 Plan, the Compensation Committee shall determine to whom and when Other Stock-
Based Awards will be made, the number of Shares to be awarded under (or.otherwise rélated to) such Other
Stock-Based Awards, whether such Other Stock-Based Awards shall be settled in cash, Shares or a combination
of cash and Shares and ali other terms and conditions of the Awards (1ncludmg, wrthout hmrtauon the vesting
prov1srons)

P - . H
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RSUS The Compensation Committee may, in llS sole dlscretlon detenmne to award RSUs to Partrcrpants
RSUs allow a Participant to recexve a specified number of Shares at a spec1ﬁed future date or dates (the “Vesung
Date”), subject to such Pamcrpant s continuous employment through such date. Such future date(s) may be
determined based on the completlon of a specified period of service, the occurrence of a specific event, the
attainment of performance objectives or such other criteria as the Compensatlon Committee may determine.
Generally, if the Participant leaves the Company for any reason before the Vestrng Date other than death or
dlsabrhty the unvested RSUs are forfeited. The Vestmg Date and the other terms and condmons of an RSU
Award will be set forth mn the Award agreement ! s
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Performance-based Awards. Other Stock Based Awards may be gramed in a manner whlch is deductlble
by us under Section 162(m) of the Code (or any successor section thereto) (“Performance Based Awards”) A
Performarice- Based Award is an award that vests or becomes payable based 'on the attainment of writtén
performance goals approved by the Compensation Committee for a performance penod establishéd by the
Compensation Committee. The applicable performance goals, which under Section 162(1n) must be objective;
shall be based upon one or more of the following criteria: (1) consolidated earnings before or after taxcs
(including earnings before interest, taxes, depreciation and amortization), (2)net.income, (3) operating income,
(4) earnings per Share, (5) book value per Share, (6) return on shareholders’ equity, (7) expense management,
(8) retdrn on investment, (9) improveéments in capital structure, (10) proﬁtab'ility‘ of an identifiable business unit
or product, (11} maintenance or improvement of profit margins,” (12) stock price, {13y "market share,
(14) revenues' or sales, (15) costs, (16) cash flow, (17) working capital, (18) return on assets, and {19) cash on
hand.

. L ' t H .o Lo

The foregoing criteria may relate to us, one or more of our subsidiaries or one or more of our divisions or
units, or any combination of the foregoing, and may be applied on an absolute basis and/or be relative to one or
more. peer group companies or indices, or any combination. thereof, all as the Compensation Committee shall
determine. in addition, to the degree consistent with Section 162(m) of the Code, the performance goals may be
calculated without regard to extraordinary items. -

Restrictions ‘'on the number of Performance-Based Awards a Participant can receive. The maximum
amount-of.a Performance-Based Award during a calendar year to any Participant shall be (x) with respect to
Performance-Based. Awards that are granted in shares, 500,000 shares and (y) with respect to Performance Based
Awards that are not granted in shares, $10,000,000. = . o . C

n-, N ' i et N T : BT | .

Payment of Performance-Based Awards The Compensatron Commntee shall detennme whether w1th
respect to a performance period, the applicable performance goals have been met with respect to a given
Participant and, if they have, to so certify and ascertain the amount of the applicable Performance-Based Award.
No Performance-Based Awards will be paid for such performance period until such certlﬁcatmn is made by the
Compensation Committee. The amount of :the Performance-Based Award actually paid to a given Participant
may be less than the amount determined by the applicable performance geal formula, at the discretion of the
Compensation Committee. The, amount of the Performance-Based Award .determined by the Compensation
Committee for a performance period shall be paid to the Participant at such time .as determmed by. the
Compensation Committee in.its sole discretion after the end of such performance period; provided, however, that
a Participant may, if and to the extent permitted by the Compensation Committee and con51s_tent with the
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provisions of Section 162(m) and Sectlon 409A of the Code elect to defer payment of a Performance-Based
Award : ‘

!

Adjustments Upon Certain Corporate Events . '

Effect of Share dividend or si)lit, or a reorganization, recapitalization, merger or similar corporate
event. In the event of any change in the outstaniding Shares by reason of any Share dividend or split,
reorganization, recapitalization, merger, consolidation, spin-off, combination or exchange of Shares or other
corporate exchange, or any distribution to shareholders of Shares other than regular cash dividends, the
Compensation Committee in its sole dlscretmn and without liability to any person may make such substitution or
adjustment if any, as it deems to be equitable, as to: the number or kind of Shares or other securities issued or
reserved for issuance pursuant to the 2003 P!an or pursuant lo outstandmg Awards, the Option Price, and/or any
other affected terms of such Awards.

Effect of a change in _céntrol. Except as otherwise provided in an Award agreement, and subject to
compliance with Section 409A of the Internal Revenue Code, in the event of a Change in Control (as defined in
the 2003 Plan), the Compensation Committee in its sole discretion and without liability to any person may take
such actions, if any, as it deems necessary or desnable with respect to any Award (including, without limitation,
(1) the acceleration of an Award, (2) the payment in cash, Shares or any combination thereof in exchange for the
cancellation of an Award and/or (3) the requiring of the issuance of substitute Awards that will substantially
preserve the value, rights and benefits of any affected Awards previously granted under the 2003 Plan) as of the
date of the consummation of the Change in Control.

Other Information About the Plan and the Awards

Transferability of Awards.. An Award is not transferable or assignable, except by will or the laws of
descent and distribution, unless otherwise determined by the Compensation Committee. Any Permitted
Transferees (as defined in the 2003 Plan) may exercise an Award in the same manner as a Participant.

Transferability of Shares received under the Plan. The 2003 Plan contains no restrictions on the resale of
vested Shares acquired under the 2003 Pian. Qur directors and certain officers may be deemed to be “affiliates”
of Global Crossing within the meaning of the Securities Act of 1933, as amended (the “Securities Act”). Under
the provisions of the Securities Act such persons may not be free to dispose of the Shares acquired under the
2003 Plan unless there is an effective registration staternent or an applicable exemptlon under the Securities Act
covering such disposition,

Plan administration. The 2003 Plan is administered by the Compensation Committee, which has the power
to delegate its duties and powers in whole or in part to any subcommittee thereof. Each member of the
Compensation Committee must qualify as a “non-employee director” within the meaning of Rule 16b-3 under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”) and as an “outside director” within the
meaning of Section 162(m) of the Code at the time he or she takes any bmdmg action with respect to an Option
under the 2003 Plan. :

' The Compensation Committee is authorized to interpret the 2003 Plan; to establish, amend and rescind any
rules and regulations relating to the 2003 Plan, and to make any other determinations that it deems necessary or
desirable for the administration of the 2003 Plan. The Compensation Committee may correct any defect or
supply any omission or reconcile any inconsistency in the 2003 Plan in the manner and to the extent the
Compensation Committee deems necessary or desirable. Any décision' of the Compensation Committee in the
interpretation and administration of ‘the 2003 Plan, as described therein, shall lie within its sole and absolute
discretion and shall be final, conclusive and binding on all parties concerned (including, but not limited to,
Participants (as defined ir the 2003 Plan) and their beneficiaries or-successors). The Compensation Committee
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shall-have the full power and authority to establish the terms and conditions of any Award consistent with the
provisions of the 2003 Plan and to.waive any such terms and conditions at ‘any time (including, without
limitation, acceleration or waiving any vestmg Condltlons)

el 4 Y e . . . .

o Duratlon of the Plan. The 2003 Plan bécame effective as of December 8, 2003 (the “Effective Daté&”) and
was approved by our shareholders in‘its- original form. No Awards may be granted under the 2003 Plan after the
tenth anniversary ‘of the Effeciive Date. However, Awards granted prior to-the Effective Date may extend beyond
that date. The’ admlnrstratron of the'2003 Plan shall continiue in effect until all maiters relatmg to the payment of

Awards prewously granted have been settled i .

.k

, Plan amendmeént or termination. Our Board of Dlrectors rnay amencl alter, suspend, discontinue or
terrmnate the'2003 Plan, but no amendment, alterafion, suspenswn dlscommuauon or termination may be made
without the approval of our shareholders ‘if ‘their approval is necessary to comply with any tax, regulatory,
exchange or other llSlll’lg requrrements apphcable to the 2003 Plan. Notwrthstandmg anything to ‘the contrary in
the' 2003 Plan, ouf Board of Directors may not amend, alter or discontinue the provisions descnbed under
“Adjustments Upon Certam Corporate Events—Effect of a change in control” after the occurrence of a Change
in Control. v

l

. Additionally, the Compensation Commitiee may not waive any conditions or rights under, or amend any
terms of, or alter suspend discontinue, cancel or terminate any Award, either prospectively. or retroactlvely,
without the consent of a Pamcrpant or beneﬁcrary, if any such waiver, amendment, suspension, dlscontmuance
cancellatron or termmatlon would 1mpa1r the rights under any Award held by such Participant or beneﬁcrary
pursuant to the 2003 Plan

~

R T
i N R ! . -
. Impact of Awards on-a remprent’s employrnent status with the Company The granting of an Award
under the 2003 Plan imposes no obligation on us or any of our subsidiaries to continue the employment of a
Participant, and_does not lessen, or affect our or our subsidiaries’ rights to terminate the employment of such
Participant. No_one has any right to be granted any Award, and there is no obligation for unlformJty of treatment
of Pamcrpants or other Award beneficiaries, P . P e
N : 1 SRR oo | Lot dero P

+  Successors and as‘signs. The 2003 Plan shall be binding on all of our successors and assigns and on each
Participant, including without limitation, the estate of each such Participant and the executor, administrator or
trustee of such estate, or any receiver or trustee in bankruptcy or representauve of each such Partrcrpant s

creditors:" ¢ 4 - e
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Taxes,: .~ . ..

4% The' followmg 1s @ summary of the United States federal mcome tax consequences with respect to the 2003

Plan and'the grani 4nd exercise of Awards under the 2003 ‘Plan. This summary is not intended to bé a complete
description of all possible tax consequences, and does not include any discussion of state, local or non-U.S.
mcome tax consequences or the effect of gift, estate or mhentance taxes, any of whrch may be srgnrﬁcant In
addltlon tlus summary, does not apply to every specrﬁc transactron that may occur.

3

Impact of Sectron 409A In Ocrober 2004 the U.S. Congress enacted tax leg1slatron estabhshmg new rules
and limitations with respect 1o non—quahfied deferred compensation plans. This legislation (codlﬁed in
Section 409A of the Code) may apply to. Options, Stock Appreciation Rights, RSUs and Other. Stock Based
Awards; under the 2003 Plan and to the deferral of option or other equity award gains pursuant to a separate
non-qualified, deferred .compensation plan. The requirements of Section 409A include, but are: not limited to,
limiting distributions of deferred compensation to specified dates (generally, separation from employment, death,
disability, a date specified at the time of grant or deferral, hardship and a “change in control”, as defined.in IRS
guidance}, requirements as to the timing of deferral elections and limitation on the ability to change- deferral
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elections. Failure to comply with the new-rules will result in imiediate taxation of amounts deemed 1mpr0perly
deferred, plus a 20% additional penalty tax and interest charges on late tax payments.

In December 2004, the IRS issued Notice 2005-1, providing interpretive guidance on the application of
Section 409A to various equity-based awards and providing transition rules for 2005. Among other things, the
guidance stated that a plan would not violate Section 409A if it were amended on or prior to December 31, 2005
to bring it into documentary compliance with the rules and the plan were operated in good faith compliance with
the provisions of Section 409A pending such amendment. Proposed regulations issued in 2005 provided an
extension of the transition relief period through December 31, 2006. In October 2006, the IRS issued Notice
2006-79, which generally extended the transition relief period under the proposed regulations from December 31,
2006 to December 31, 2007, except with respect to certain discounted stock options that are subject to backdating
concernis. On April 10, 2007, the IRS and the Treasury Department issued the final regulations interpreting the
basic provisions of Section 409A. The final regulations maintain the December 31, 2007 deadline for
documentary compliance. We intend to amend the 2003 Plan to comply with the new deferred compensation
rules under Section 409A of the Code and all related IRS gmdance within the apphcable transition period and to
operate the plan in good faith compliance with such rules until such amendment. Unless otherwise stated below,
the following summary assumes that all awards are exempt from, or comply with, the rules under Section 409A
of the Code.

ISOs. Under present . law, a Part1c1pant will not realize taxable income upon either the grant or the exercise
of an 180, and we will not receive a correspondmg income tax deduction at either such time. So long as the
Participant does not sell Shares acquired upon exercise of the ISO within either (i) two years after the date of the
grant of the ISO or (ii) one year after the date of exercise, a subsequent sale of the shares will be taxed as long-
term capital gain or loss. If the Participant, within either of the above pertods, disposes of shares acquired upon
exercise of the IS0, the Participant will generally realize as ordinary income an amount equal to the lesser of
(1) the gain realized by the Participant on such disposition or (ii) the excess of the fair market value of the shares
on the date of ekercise over the exercise price. In such event, we generally would be entitled to an income tax
deduction equal to the amount recognized as ordinary income by the Participant, subject, where applicable, to
compliance with Section 162(m) of the Code. Any gain in excess of such amount realized by the Participant as
ordinary income would be taxed as short-term or long-term capital gain (depending on the holding pericd). The
difference between the exercise price and the fair market value of the shares at the time the ISO is exercised will
be an adjustment in"computing alternative minimum taxable income for the purpose of the altematnve minimum
tax 1mposed by Section 55 of the Code.

Nonquaiified Stock Options (“NQSOs”). Under present law, a Participant will not realize taxable income
upon the grant of an NQSO having an exercise price at least equal to the fair market value of the underlying stock
as of the grant date (as required by the 2003 Plan) and we will not receive a corresponding income tax deduction
at such time. Upon exercise of an NQSO, the Participant will generally realize ordinary income in an amount
equal to the excess of the fair market value of the Shares on the date of exercise over the Option price. We are
generally allowed an income tax deduction equat to the amount recognized as ordinary income by the Participant,
subject where applicable, to compliance with Section 162(m) of the Code.

Any ordinary income rgalized by a Participant upon exercise of an NQSO will increase his tax basis in the
Shares thereby acquired. Upon a subsequent sale of the Shares, the Participant will recognize short-term or long-
term capital gain or loss depending upon his or her holding period for the Shares. The holding period for capital
gains purposes begins on the date of the exercise pursuant to which such Shares were acquired.

* A Participant who surrenders Shares in payment of the exercise price of an option will not recognize gain or
loss on his surrender of such Shares. Of the Shares received in such an exchange, that number of shares equal to
the number of Shares surrendered will have the same tax basis and holding period as the Shares surrendered. The
Participant will recognize ordinary income equal to the fair market value of the balance of the shares received
and such Shares will then have a tax basis equal to their fair market value on the exercise date and the holding
period will begin on the exercise date. . :
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Stock Appreciation Rights. Under present law, a Participant will not realize taxable income upon grant of
a Stock Appreciation Right having an exercise price at least equal to the fair market value of the underlying stock
as of the grant date and we will not receive a corresponding tax deduction at that time. A Stock Appreciation
nghl that has an exercise price at least equal to fair market value of ‘the underlying stock as of the grant date
should not be taxable until exercise. Upon exercise, a Participant would recognize ordinary income equal to the
fair market value of the cash or Shares received on such exercise, and we would receive a corresponding
deduction.

RSUs. Under present law, a Participant should not realize taxable income upon the grant of an RSU and we
would not expect to receive a corresponding income tax deduction at such time. Upon distribution to a
Participant of the Shares underlying an RSU (provided that the shares underlying the RSU are distributed to the
Partictpant promptly following the occurrence of specified Vesting Date(s)), such Participant should recognize
ordinary income equal to the fair market value of such Shares as of the date of distribution and we would expect
to be atlowed an income tax deduction equal to such amount, subject, where applicable, to compliance with
Section 162(m) of the Code. The Participant’s tax basis in the Shares received will generally equal the amount of
income recognized. Upon a subsequent sale of the Shares, the Participant will recognize short-term or long-lerm
capital gain (or loss) dependmg on his or her holding period for the Shares.

Other Stock-Based Awards. Amounts received by the Participant upon the grant of Other Stock-Based
Awards are ordinarily taxed at ordinary rates when received. However, if such Other Stock-Based ‘Awards
consist of property subject to restrictions on transfer and a substantial risk of forfeiture, the amounts generaily
will not be taxed until the transfer restrictions or forfeiture provisions lapse (unless the Participant makes an
election under Section 83(b) of the Code within 3() days after grant), and will be taxed based on the fair market
value of the property on the date of such lapse. Subject to Section 162(m) of the Code, we are generally allowed
an income tax deduction, equal to the amount recognized as ordinary income by the Participant, at the time such
amount is taxed. The Participant’s tax basis in the property will generally equal the amount of income
recognized. Upon a subsequent sale of the property, the Participant will recognize short-term or long-term capital
gain {or loss) depending on his or her holding period for the property. Other Stock-Based Awards that constitute
deferred compensation pursuant to Section 409A may be taxable at grant unless the award complies with the
provisions of Section 409A. A participant who receives an award that does not comply with the applicable
provisions would be subject to an additional 20% tax penalty as well as additional interest charges. We do not
intend to grant awards that do not comply with Section 409A.

Withholding Taxes. The Compensation Committee shall require payment of any amount it may determine
to be necessary to withhold for federal, state, local or other taxes as a result of the exercise of an Award (or, in
the case of RSUs, the distribution of Shares underlying such Award). Unless the Compensation Comrmittee
specifies otherwise, the Participant may elect to pay a portion or all of such withholding taxes by (1) delivery in
Shares or (2) having Shares withheld by us from any Shares that would have otherwise been received by the
Participant. :
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Securities Authorized for Issuance Under Equity Compensation Plans

L

" The following table sets forth the indicated information regarding our equitj( compensa:iio'n f)lans and
arrangements as of December 31, 2006. The 2003 Plan was at that time and remains our only compensation. plan

undcr which equity secunues are authorized for issuance. o . ..
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 categary- . Lo warrants and rights and rights® ., . plans®),
Equlty compensation plans approved by secunty - R : E SO R
ChOIdETS ..ot e : - 3,991,675 $11.88 7 * 1,697, 542'
Equity compensation plans not approved by security ' SR T e
holders ... .. i e —_ — - e
Totad .ot PR T 3991675 1 $11.88 1,697,542

|

(1) Restricted stock units are settled for shares of our common stock on a one-for-one basis. Acco'rdin.‘gl)}._ sucb
units have been excluded for purposes of computing the weighted average exercise price. '
(2} -All of such shares are available for issuance in the form of restricted stock, restricted stock units or;other
. ,stock based awards. O _ , . .
Futurc awards under thc 2003 Plan, as proposed to be amended w1ll ‘be made at the dxsoretxon of the
Compensation Committee. Consequemly, the total benefits or amounts that will be received by any partlcular
person or group pursuant to the amended plan are not presently determinable, Coy . L
| On Aoril 18, 2007, the closing.sale pricle of;'i share of Global Crosoing oommon stock was $29.65. .,,.'M
e : A * *
YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR APPRO VAL OF THE . o
AMENDMENT OF THE 2003 GLOBAL CROSSING LIMITED STOCK INCEN TIVE PLAN Lo

* '
-t
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PROPOSAL NO. 4
AMENDMENT OF BYE-LAWS

On December 29, 2006 the Companies Amendment Act 2006 (the “Amendment Act”) was enacted in
Bermuda. This new legislation was passed with a view to modernizing the Bermuda Companies Act 1981 (the
“Act™), We are asking our shareholders to approve certain amendments to the Company’s bye -laws (the “Bye-
laws™) which are proposed in light of these changes to the Act. '

Resolutions in Writing

Prior to the enactment of the Amendment Act, a company ‘was permitted to pass shareholder resolutions in
writing provided the. resolutions were signed by all the sharcholders of the company. For widely held public
companies such as ourselves, this mechanism had no practical effect. The Amendment Act provides that
shareholders may take action by written resolution signed by the same majority as would be required at a
meeting. Shareholder written resolutions will be effective when (i) notice of resolutions and the resolutions have
been circulated to all shareholders and (i) the resolutions are signed by the shareholders who represent the
majority of votes which would be required to pass the resolutions if the resolutions had been voted on at a
general meeting. '

The proposed changes to the Bye-laws, if approved by shareholders, will allow the Company 1o pass written
resolutions signed by the same majority as would be required at a shareholders meeting. This could benefit the
Company if expeditious shareholder actlon were required in the future under unforeseen circumstances.

Under the Act it is necessary for a company to hold a general meeting in order to pass a resolution removing
Directors or auditors prior to the éxpiration of their term of office. Accordingly (as under the current Bye-laws),
the amended Bye-laws will provide that such persons cannot be removed from office by passing a resolution in
wntmg ‘ -

Electronic Delivery of Documents

The Amendment Act makes it possible for a company to deliver an “electronic record” of documents to its
shareholders and others via electronic mode such as e-mail or website postings., Previously the Company was
required to deliver a hard copy of any such documents. The proposed amendment to the Bye-laws, if approved,
will permit notices and other documents to be sent by electronic means and for shareholder votes to be received
by electronic record. These mechanisms could help the Company save on printing and postage costs and may be
found to be more convenient by certain of our shareholders. .

Powers of Directors . .

Prior to the enactment of the Amendment Act, there was doubt under Bermuda law as to the extent of a
board of directors’ authority in’ certain circumstances and as to whether the exercise of certain powers required
sharcholder approval. The Amendment Act clarifies the position by explicitly stating that the directors can
exercise all the powers of a company except those powers that are requ:red by the Act or the Bye-laws of the
company to be exercised by the shareholders.

The current Bye-laws include a non-exhaustive list of the powers of the Company which the Board may
exercise. It is proposed that the relevant Bye-law be amended to reflect the wording of the Amendment Act and
to provide that the Board may exercise all the powers of the Company except those that are required by the Act
or the Bye-laws to be exercised by Shareholders.

Indemnity

The Amendment Act clarifies the position regarding a company’s ability to fund the costs of defending
proceedings against directors and officers in circumstances where there have been allegations of fraud or
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dishonesty against them. The new legislation makes it clear thai'a company may advance monies to a director or
officer of the company for the cost of defending any.civil or criminal action involving allegations of fraud or
dishonesty, on condition that such director or officer must repay the advance if the allegations are proved

. It is proposed that the Bye-laWs be amended to provide that the Company shall advance expenses incurred
in defending any civil or criminal action for which indemnification is required under the Bye-laws, upon receipt
of an undertaking by the affected person to repay any such advance if the allegations of fraud or dishonesty are
subsequently proved.

The existing Bye-laws contain a requirement that expenses incurred in defendmg actions or proceedmgs
against’ an officer or dlrector may only be advanced by the Company’if a determination is first madé that the
relevant person has met the standard of conduct which entitles him or her to be indemnified under Bermuda law.
Such determination is to be made by eithér the Board of (where a Board meeting cannot be constituted due to the
lack of a disinterested quorum) by independent legal counsel, o by a majority of the shareholders. As permitted
by the Amendment Act, it is proposed that the reqmrement to make such determination be rerhoved from the
Bye- laws since the making of such a determmatlon is a highly fact- mtenSWe exercise that’ may be impracticable
at the early stages of legal proceedings, despite thé fact that significant legal defense costs may already start to
accruee at that stage.

Slmllarly, to ‘the extent that a Board resolutlon relating to advancement of defense costs to dlrectors or in
relation to matters relating to mdemmﬁcatmn of.directors generally is deemed necessary or advtsable desprte the
Bye-law change discussed 1mmedlately above, it is proposed that the Bye-laws aiso be amended to allow a
director to vote (and be counted in the quorum) in respect of any such resolution, notwithstanding that the
relevant resolution may involve the advancement of costs to, or the indemnification of, the voting director. The
Board determined to recommend this change to the Bye-laws in light of the possibility that proceedings may be
taken against the entire Board, leading, in that situation, to an inability of the Board to make decisions relating to
indemnification matters and the advancement of costs.

. T

Text of the Amendments e . S )

The- text of the proposéd amendments ‘to"the Corpany’s Bye-laws is attached to this proxy statement as
Appendik A, with deletions indicated by strike-outs and additions by singte underlining. Other-than a$ indicated
in such text; the Bye-laws (which can be found on the “Investors” pages on’the www.globalcrossing.com
website) will remain unchanged. The summaries of the amendments are qualified in their entirety by reference to
the text set forth in Appendix A, which text is hereby incorporated by reference. - - '

In light of the foregoing, the Board recommends that the Shareholders adopt the following resolution: . .

RESOLVED that the amendments to ‘the Companys Bye laws specnﬁed on Appendlx A to the Company s
2007 Proxy statement are hereby approved S L )

T o

r

YOUR BOARD GF DIRECTORS RECOMMENDS A VOTE FOR APPROVAL OF THE
PROPOSED AMENDMENTS TO THE BYE-LAWS OF THE COMPANY

[ ' T o o
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PROFPOSAL NO. 5
APPOINTMENT OF INDEPENDENT ACCOUNTANTS - - .

Under Section 89 of the Companies Act, 1981 of Bermida, olr shafeholders 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, 2007. The Board is asking shareholders to approve such
appointment and the authority of the Audit.Committee to determine their remuneration.

Representatives of Emst & 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 i . rA

The following discussion and analysis should be read together with the corresponding compensation tables.
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The Company conmders compensation. programs holistically when estabhshmg target total compensation
levels based on competitive market data. These programs are designed to aftract, motivate and retain our
executives. We believe that total. compensation' should vary with.our performance in achlevmg financial goals

and should be closely aligned with our.shareholders’ interests.. ... - T ©

We review ‘annually the ov_era]l- 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 Executive Officers " (the “NEOs%}. or the: “Named ‘Executive Officers™ listed in the Summary
Compensation Table below. The CEO 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
CEOC.

Commencing with 2006 we began a practice of reviewing 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.

Compensation Philosophy

The Company’s compensation philosophy for NEOs 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
* Motivating NEOs to achieve a high leve! of individual and corporate results

» Linking incentive-based compensation to the performance of each NEQ, as measured by corporate
financial goals

+ Enabling the Company to attract and retain top quality management

The Company ties compensation to a group of key financial performance indicators which are reviewed by
the Board at least quarterly. The financial indicators for 2006 involve cash use, adjusted gross margin (defined as
revenue minus cost of access) in the Company’s enterprise, carrier data and indirect channels segment (also
referred to as our “Invest and Grow” segment in our press releases pertaining to financial results), and adjusted
earnings before interest, taxes, depreciation and amortization. The Company deems these objectives to be
appropriate measures of financial performance at this stage of the Company’s development.

Benchmarking

The Committee’s outside compensation advisor provides current competitive benchmarking information
from companies in the telecommunications industry. and in a broad array of industries. The benchmarking
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assessment used for 2006 compensation actions included:eleven telecommunications and-eight “general” industry
comparators of similar size.! A regression analysis is performed to adjust the market data to reflect expected
market practice at companies with an.identical 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 2006 the Company made no salary increases for the NEOs and shifted a portion of total
compensation away from ‘the short-term annua] bonus program to long-term incentive compensation, as
described below N ‘ ' :

. 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.

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. o

Executive Compensation Component Summary

Each component of NEQ compensation emphasizes a different aspect of the Company’s compensation
philosophy. 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 benefits. In addition, the Company imple mented a one-time senior leadership performance’ plan (the
“SLPP") during the fourth quarter of 2004 which rema.med in effect throughout 2005 and 2006. The Company
established the plan to reward key leaders within the organization if certain measures of sustained profitability
could be achieved. Each of the major components of 2006 NEO corr!pensot’ion is' described in nl'lore detail below.

Base Salary .,

The Company sets base salaries for NEOs based on recruiting requirements (i.e., ‘market demand),
competilive pay practices, individual experience and breadth of knowledge, internal -parity considerations,
historical salaries for these executives and other objective and subjective factors. 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 independently with its outside advisor). Increases are determined by the Committee,
subject to approval by the Board of Directors, based on the annual evaluation of competitive data-and a
subjective assessment of the 1nd1v1dual s performance, contribution to the Company and potentlal within the
orgamzauon o ‘ ‘

Short-Term Perfonnance-Based Incentwe o . .,
The annual bonus program is designed to incentivize NEQOs to work towards lhe common goals of the
Company. NEOs are rewarded for their contributions if Global Crossing attains key financial objectives as
described below. The Committee determines target bonus opportunities for NEOs based on the results of external

(1) Telecommumcatlon Comparalors Alcatel ALL’I'EL Corporauon. Avaya Inc., Bnghtpoml Tnc., Broadwmg Corporauon. CemuryTel
Inc., szens Communications Company, (DT Corpomnon, Qwest Commumcatlons. Spnnl Corporauon. and Time Wamer Telecom.
General Industry Comparators: The Black & Decker Corporation, Ceridian- Corporation, The Dun & Bradstreet Corporation, Hilton
Hotels Corporation, Imation Corporation, The New York Times Company, Pier 1 Imports, and United Stationers Inc. The Comunittee
will continue to look both within the telecommunications industry and across broader industry. segments to assess external benchmarks
for executiye compensgtiop.

v + o a Lt f -
' [ . . o
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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 NEOs, 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. 2006 was the first year of such transition. The target annual bonus opportunities established for the
NEOs for each of 2005 and 2006 were as follows, expressed as a percentage of salary received during the course
of the year:

Target Annual Bonus

Opportunity
. ‘ 2005 2006
John J. Legere® ... ... i i 100% 100%
JeanFHPMandeville............... ... ... .. ... - 100% 85%
José AntonioRios ... ... .. e 100% 85%
John B.McShane ................ il e 5% 65%
Anthony D. ChASHE . .. oo vvee e, L. T5% 65%

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

To determine a NEO's 2006 bonus bayment, the NEO’s 2006 salary was to be 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 perfonmance against goals.

The quantitative financial perf(')rrhance measures for the 2006 bonus program were designed to reward
attainment of targets for adjusted EBITDA (60% of the target opportunity) and cash use (40% 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 use refers to negative cash flow as measured by
the net change in our cash and cash equivalents balance over the course of the year.

While both adjusted EBITDA and cash use are considered key performance measures for the Company, a
slightly greater emphasis on adjusted EBITDA was deemed appropriate for the 2006 program design. For 2006,
it was also deemed appropriate to utilize “stretch” objectives that required us to out-perform the middle of the
range we provided for external financial guidance in order to achieve the targeted bonus amounts. The 2006
target performance levels were adjusted EBITDA of $12.0 million and cash use of $89.0 million. Since actual
2006 adjusted EBITDA and cash use results were below the threshold levels, no bonus payout was made, as
indicated in the Summary Compensatlon Table. . - -

Senior Leade}'ghip Performan.ce Program (“SLPP”)

In November 2004, we established a performance-based compensation program for retaining select key
executives and motivating them to achieve the Company’s strategic direction and vital financial milestones. This
special one-time program provided these executives an incentive to establish sustained profitability as
demonstrated by the attainment of positive levels of adjusted EBITDA and cash flow (as defined above)} by
December 31, 2006, Each performance measure was independent and equally weighted. For each objective, the
Company must have met the goal for all three months within a quarter or for two consecutive quarters before a
corresponding payment would have been made. Payments were to have been made when each independent
objective was reached.
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. The award -oppoitunity under this. program was equal-to each executive’s annual target bonus amount as of
November 19, 2004, the day on which the Board .approved the, program. Payments were to be made as a
combination of 50%.cash.and 50% unrestricted stock issued under the 2003 Global Crossing Limited Stock
Incentive Plan. The quantity of shares, if.any, to be paid to each eligible executive was to be determined based on
the market- value of the common stock on November 19, 2004. This design feature allowed the value to reflect
changes in stock prices. o N

« - In 2006 we made significant strides in-improving profitability and cash flows; including achieving positive
adjusted EBITDA for the third quarter and positive adjusted EBITDA and cash flow for the fourth quarter of .the
year. However, adjusted EBITDA would not have been positive in the third and fourth quarters had incentive
compensation been accrued at the target leve]s as assumed in the SLPP. Therefore, no payments were made
under.the plan. . . - .-

' .I-~ Lo L . -_c oL
Long-Term Incentwe Compensation; Equ:ty Grants : R B

In comrasl to bonuses that are pzud for pnor year accomplishments, the Company believes equlty grants
provide appropriate incentives tied to future stock price appreuanon The Committee ;awards equity grants in its
discretion based on an -annual evaluation’ of competmve market data, individual performance, level of
responsibility, long-term’ incentive grants made in prior years and the anumpated coniribution that the éxecutive
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, which provides for vesting of all awards upon a *‘change in‘control” as
defined in the plan, C o - ) )

We have no stock ownefship guidelines, but believe our long-term incentive proérafn lielps align our
executives’-interests with the interests of.‘our. sharcholders. Based on the share price as-of December 31, 2006,
each NEO currently has holdings of common-shares and restricted stock units together valued at between 2.5 and
5.2 times the executive’s'anriual salary, oo N T '

.

The Company focuses on the following Strategies in delivering long-term incentive compensation;

+

" Tiea meanmgful pomon of i mcenuve compensanon to future stock’ pnce apprec:latmn
ML Ensureastrong ahgnment w:th our busme,s strategy . e o e - a

+ Conserve share usage and limit dilutive impact by the use of restricted stock units instead of stock
a < options - . . . - . L oae <

+ Differcntiate where necessary based on individual performance and potential

« : Retain executives through the establishment of meaningful forfeitable balances * EE

: . '
e, S, L ) Sty L} . .o .o P Y

" “In an effort to Tetain éxecutives while holding them accountable for corporate performance, NEOs received
theéir 2006 grants in the form of restricted stock units, approximately half of which vest on'March 7, 2009 solely
based on the continued employment of the executive through that date and approximately half of which vest on
December 31, 2008 based on the following three metrics of corporate financial performance for thé combined
2006 and 2007 fiscal years:

. . Adjusted EBITDA (40% welghtmg)

o

*  Cash use, (40% weighting)

v

* - Adjusted gross margin dollars in the Company’s “Invest and Grow” operatmg segment (20%
" weighting). .

35




The range of payout for the 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 abjectives 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 iwo 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 NEOs.

2005 2006 2007 . 2008

2005 Grant: Performance Based ......... Performance Period Performance Period Hold Period
2005 Grant: Time Based . .............. Hold Pericd Hold Period Hold Period
2006 Grant: Performance Based ......... Performance Period Performance Period - Hold Period

2006 Gra;u: Time Baged ......... R 7 Hold Period Hold Period Hold Period

The performance period for the 2005 performankce based shares concluded on December 31, 2006. We did
not achieve the threshold levels of performance under the plan, and therefore none of these performance-based
shares camed over into the 2007 hold period.

+
+ :
i

s 2007 Retentiori 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,

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

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

make strategic acquisitions and to grow organically and inorganically, all of which demonstrate the
importance of retaining the current management team and employee base; . |

» The current critical stage of the Company’s development 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
Company’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 of
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
months and one-half at twelve months after the grant date which were issued under the 2003 Global Crossing

Limited Stock Incentive Plan: " .
) Cash RSUs .
JORMJ. LEZETE .. ov ot e et e e e e e s $550,000 90,900
Jean FH P Mandeville ... ittt e e e $212,500 24,500
JOSE ANtOnio RIS ..ot e e e $250,000 31,600
John B. McShane . . ... e e e $140,625 19,500
Anthony D. Christie ....... ... ... ... i i i e $140,625 18,000




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. 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, d1sabll|ty and insurance plans as we offer all
employees Our retirement program includes a quahﬁed 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
16% of eligible pay, with the Company matching 50% of each dollar contributed on the first 6% of pay deferred.
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 on ERSP contributions to 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 no additional executive perquisites. We view this relatively limited
set of*benefits and perquisites as appropriate relative to the Company’s current financial situation and 1ts path to
sustained profitability.

Tax and Accounting Considerations

Our short-term and long-term:- incentive programs described above (other than the 2007 retention and
motivation awards) are intended to qualify as “performance-based compensation” under Section 162(m} of the
Internal. Revenue Code. Section 162(m} of the Internal Revenue Code of 1986 limits the U.S. federal income tax
deductibility of certain annual compensation.payments in excess of $1 million to a Company’s NEOs. 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.

Report of the Compensatlon Commlttee

.The Compensation Commmee of the Company has rewewed and discussed the Compensatlon Discussion
and Analysis required by _Itgm 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

Rl . Peter Seah Lim Huat, Chairman
) Donald Cromer
" Lee Theng Kiat

Robert Sachs
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Summary Compensation Table

The table below sets forth information concerning compensation paid to our CEQ, CFO and the three other
most ‘highly compensated executive officers (collectively, the “Named Executive Officers”) during the periods
presented. :

(a) (b) (c) ) (e) o (g) (h) (i) )
. B LI Change in
Pension Value
and
: Non-Equity  Nonqualified
Stock Option Incentive Plan  Deferred All Other -
Name and Principal Bonus Awards Awards Compensation Compensation Compensation

. Position Year Salary($} (5 v ($)y@ ()™ Earnings ($) ($) Total ($)
John J. Legere .......... 2006 $1,100,000 — 3459000 $3,221.451 — . — $ 2,742 $4,783,283
Chief Executive Officer . .
Sean F. Mandeville .. .. .. 2006 § 425000 — $ 12,059 § 346,588 —_ : — ) $16,669 ¥ 800,316
EVP and Chief Financial )
Officer .
Jose Antonio Rios ....... 2006 § 500000 — $ 39079 $1.062,624 — — "% 155 $1.601,858 -
Int’l Pres. and Chair.,
GCUK _
John B.McShane ....... 2006 $ 375000 — 3 62900 3 500811 —_ — % 6.669 $ 945380
EVP and General Counsel
Anthony D. Christie . .... 2006 $§ 375000 —~  $ 41,335 § 500811 — — $ 7518 $ 924,864
Managing Director
GCUK & Europe

(1) The amounts shown in column (e) are the amounts recognized in the Company's consolidated financial
statements for 2006 in respect of restricted stock units 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 in columnn {¢) include
the reversal of prior year's stock compensation expense related to the performance-based RSUs that was
reported as a stock compensation expense in the Company’s prior year consolidated financial statements and
was subsequently reversed in 2006 due to the Company’s failure to meet performance thresholds. Such
reversals are included in the total in column (e) as credits in the amount of $638,804, $198,660, $232,251,
$140,721 and $131,760 for Messrs. Legere, Mandeville, Rios, McShane, and Christie respectively. 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, 2006. The amounts shown include
amounts recognized in the Company's consolidated financial statements for 2006 in respect of awards
granted in 2006 and in prior years that were outstanding in 2006. Such awards and their respective grant
dates were as follows: -

3/8/2004 11/19/2004 6/14/2005 3/7/2006
Grant Date Grant Date Grant Date Grant Date
JohnJ. Legere ....... ... ... ... ...l 50,000 40,892 190,000 144,000
Jean FH.P.Mandeville ... .................. ' — 11,480 48,000 41,000
José AntonioRios . ............... ... .. 12,000 18,587 48,000 38,000
JohnB.McShane . ............ ... .. ... 8,500 10,455 33,000 32,000
Anthony D. Christie ....................... 8,500 10,455 28,000 24,000

The RSUs granted on March &, 2004, will vest 10%, 15%, 20%, 25% and 30%, respectively, on the first
through fifth anniversaries of the date of grant. The RSUs granted on November 19, 2004 were scheduled to
vest by December 31, 2006 had the corporate financial performance objectives been met. The 11,480
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2)

(3)

@

RSUs relating to Mr. Mandeville were granted on February 1, 2005, when he commenced employment with
Global Crossing and were scheduled to vest as per the schedule for the November 19, 2004 grant. Of the
RSUs granted on June 14, 2005, approximately half will vest on June 14, 2008, solely based on the
continued employment of the executive through that date. The remaining half would have vested on
December 31, 2007 had the corporate financial performance metrics for the combined 2005 and 2006 fiscal
years been met. Of the RSUs granted on March 7, 2006, approximately half will vest on March 7, 2009
solely based on the continued employment of the executive through that'date, and approximately half will
vest on December 31, 2008 based on corporate financial performance metrics for the combined 2006 and
2007 fiscal years. The 2006 grants are discussed in further detail on page.35 under the heading “Long-Term

. Incentive Compensation: Equity Grants”. Upon the occurrence of a change in control, any portion of these
. awards still subject to restrictions shall vest. Additionally, the vesting of Mr. Legere’s RSUs will be

accelerated in the event of a Designated Terrnination, as defined below under the heading “Employment.
Agreements.” No dividends are payable on RSUs,

The amounts shown in column (f) are the amounts recognized in the Company's consolidated financial
statements for 2006 in respect of non-qualifiad 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, 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 the Company’s Form 10-K for the fiscal year ended December 31, 2006, The
amounts shown include amounts recognized in the Company’s consolidated financial statements for 2006 in
respect of awards granted in prior years only and outstanding in 2006. Such awards and their respective
grant dates were as follows:

12/9/2003  12/15/2004
Grant Date Grant Date

John b Legere . .o e e 325,000 88,000

Jean FHP. Mandeville @ ... ... ... . . i, — 73,326
Jos€ Antonio RIOS . ... .. i e 110,000 22,000
John B.McShane ... i e 50,000 15,000
Anthony D. Christie ............ e e e . 50,000 15,000

The 73,326 options relating to Mr. Mandeville were granted on February 1, 2005, when he commenced
‘employment with Global Crossmg

.

The options vest in three equal annual mstal]mﬂnts commencing on the ﬁrst anniversary of the dale granted.

Column (g) encompasses the cash awards to the Named Executive Officers under the annual bonus
program, which is discussed in further detail on page 33 under the heading “Short-Term Performance-Based
Incentive™. For 2006, the Company did not meet the performance measurés stated in the program therefore,
no payouts were made to the Named Executive Officers. :

The amounts shown i in column (i) include the following:

* Tax payments. and related tax gross-up payments for Mr Legere of $2,673, for Mr. Rios of $86 and for
Mr. Christie of $887

». Relocation expenses for Mr. Mandewlle of $10 000
* Life Insurance premiums paid on behalf of each NEO in the amiount of $69; and

* Matching contributions allocated by the C(;mpany to the Named Executive Officers pursugnt‘ to the .
ERSP, which is more fully described on page 37, under the heading “Benefits and Perquisites”. Specific
Company contributions made for the ERSP to each NEQ weré as follows:

*  Mr. Legere, $0.
= Mr. Mandeville, $6,600.
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Grants of Plan-based Awards .
(2) () (e} @ (e) n ® () U] G} (k) o m

*»  Mr. Rios, $0.
«  Mr. McShane, $6,600.
*  Mr. Christie, $6,563.

I

All Other Al Other
Stock Option
Awards: Awards: Exercise Grant

Estimated Future Payouts Estimated Future Payouts Number Number of B Date F
Under Non-Equity Incentive  Under Equity Incentive Plan umber Number of or Base Date Falr
Plan Awards(® Awardsihz of Shares Securities Priceof Value of

of Stock Underlying Option Stock and

Grant Threshold Target Maximum Threshold Toarget Maximum orUnits Options Awards. Option -

Name Award Type  Date ($) (5) 5 # #) # ™ 9 (§/8h)  Awards®
John 1. ’ '
Legere .... RSU(Time} 03/07/06 — —_ — — - — 66,000 — - $1,188,000
RSU ’
{Performance) 03/07/06 —_ 35,000 78,000 117,000 — — —_ $1.404,000
Annual Bonus N/A $220000 5550000 $770000 $220,000 $£550,000 $770,000 —_ Lo — § 550,000
Jean F. ’ ] te :
Mandeville .. RSU (Time) 03/07/06 — — — I — — 19,000 —_ — $ 342,000
RSU . . .
(Performance) 03/07/06 — 11,000 ° 22,000 33,000 — — — 5 396,000
Annual Bonus N/A § 72, 250 $180, 625 $252,875 $ 72,250 $180,625 $252.875 — — —_ $ 180,625
Jose Antonio . .
Rios ...... RSU (Time)  03/07/06 — — — — - — 17,000 — — $ 306,000
RSU
(Performance) 03/07/06 — 10,500 21,000 31,500 —_ = — § 378,000
Annual Bonus N/A $ 85 000 $212, 500 $297,500 $ 85000 $212,500 $297,500 —_ .= — § 212,500
John B.
McShane .. RSU (Time) 03407706 — —_ — -— — —_ 15.000 — —_ $ 270,000
RSU ’ -
(Performance) 03/07/66 8.500 17,000 25,500 - e — § 306,000
Annual Bonus N/A § 48, 750 $121, 875 $170, 625 $ 48,750 $121.875 $170.,625 — — — § 121875
Anthony D. ’ :
Christie ... RSU (Time) 03/07/06 — — — — — — 11,000 —_ — § 198,000
RSU '
(Performance) 03/07/06 — 6.500 13.000 19,500 —_ — -— 3 234,000
Annual Bonus N/A § 48, 750 §121, 375 $170,625 $ 48,750 3$121,875 $170.625 — — —_ $ 121,875
(1) The amounts shown in column (d) through (f) reflect the target payment level under the Company’s 2006

()

3

Annual Bonus Plan, which is discussed in further detail on page 33 under the heading “Short-Term
Performance-Based Incentive.” Column (d) reflects 40% of the target payout amount shown in column (e).
Column (f) is 140% of such target amount. Generally, in the event that performance measures are met, the
payout of the Annual Bonus Plan is divided equally between cash and Global Crossing common shares with
immediate vesting. The amounts stated in columns (d) through (f) reflect the potential cash payout and the
“Annual Bonus” amounts stated in ¢columns (g) through (i) reflect the value of the potential equity payout
expressed in dollars since the number of shares is not determined until the time of payout. For 2006, the
Company did not meet the performance measures stated in the plan; therefore, no payouts were made to the
NEOs.

The amounts shown for Award Type of RSU (Performance) in column (g) through (i) reflect 2006
Performance-Based RSU grants under the Long-Term Incentive plan. The Performance-Based RSUs
granted on March 7, 2006 will vest on December 31, 2008 based on corporate financial performance metrics
for the combined 2006 and 2007 fiscal years, which is discussed in further detail on page 35 under the
heading “Long-Term Incentive Compensation: Equity 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 amounts shown in column (j) reflect 2006 Time-Based RSU grants under the Long-Term Incentive
plan. The Time-Based RSUs granted on March 7, 2006 will vest on March 7, 2009 solely based on the
continued employment of the executive through that date, which is discussed in further detail on page 35
under the heading *“Long-Term Incentive Compensation: Equity Grants”,
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(4) There were no Stock Option grants for fiscal year 2006.

(5) . 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 t‘he grant ‘date fair value of the awards for the possibility of service-based
forfeiture. 'I'he amounts are based on the target payouts for the awards.

Oﬁtstanding Equity Awards at Fiscal Year-end

(a) M ()] (<) ) (® n (g (h) i) 1),
- C. Option Awardst! Stock Awards2x®
4 : C o \ - Equity
’ Equity Incentive
Incentive Plan
Plan Awards:
Awards:  Market or
Equity Number Payout
. Incentive of Value of
" ! Pian - Market Unearned Unearned
Awards: Number  Value of Shares,  Shares,
Number of Number of Number of of Shares Shares or Units or  Units or
, L Securities Securities Securities - . or Units of Units of ,Other Other.
" Underlying Underlying Underlying OQption’ Stock Stock Rights Rights
Unexercised Unexercised Unexercised Exercise Option That Have  That That Have  That
Options (#) Options (#  Unearned Price Expiration Not Have Not Not Have Not
Name Exercisable Unexercisable Options (#) (%) Date Vested (#) Vested ($) Vested (#) Vested (§)
JohnJ. Legere . .. 193,500  $4,750,425 78000 $1,914,900
325,000 — — $10.16  12/9/2013 —_ — —_ —
58,669 20331 — $15.39 121502014 — — - —
Jean F,
Mandeville ... 41,000 $1,006,550 22,000 $ 540,100
24,446 48,880 — $20.50 27112015 — —_ — —
Jose Antonio R ) )
Rios......... 48,000 $1,178,400 21,000 $ 515550
110,000 — : — 510.16  12/9/2013 — —_ — —
14,667 7.333 — $15.39 121572014 — —_ — —
John B.
McShane , . ... L ] ' . 36,375 $ 893,006 17,000 = § 417350
50,000. — ., — $10.16  12/9/2013 - —_— - —
10,000 5,000 - 81539 1%15/2014 — _ — —
Anthony D. ' )
Christie . ..... ‘ o 30375 § 745,706 13,000 $ 319,150
- ” 47,000 ¢ £ = $10.16  12/9/2013 - _ — —
o 10,000 - 5000 L — $15.39 121512014 — _ — —
(1) Options vest in three equal installments, commencing on the first anniversary of the date granted. -
(2) Market Value based on the fau- market value of the common shares on December 31, 2006 of $24.55 pcr
share. . .
(3) Columns (i) and (_|) reflect target, payouts for the March 7, 2006 Performance RSU graht. Excludes SLPP

and June 2005 Performance RSUs as performance targets had not been met as of December 31, 2006,
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Option Exercises and Stock Vested

(a) (b} () d) €
Option-Awards ~ Stock Awards®
Number of Value , Number of Value
Shares Realized on Shares Realized
Acquired on Exercise  Acquired on  on Vesting
Name Exercise (#) %) Vesting (#) s>
JohnJ. Legere . ... i e —_ —_ 7.500 $133,950
JeanF. Mandeville ...... ... ... . . . . . . ... — — — —
Jose A RIOS .. o e e L — — 1,800 $ 32,148
John B. McShane . ... i e es . —- — 1,275 $ 22,772
Anthony D. Christie ......... ... ... . oo, 3,000 $47,270W 1,275 $ 22,772

(1) Value based on the difference between the fair market value of the common shares on the date of exercise of
$25.9167 and the exercise price of $10.16.

(2) The amounts in column (d) reflect the number of shares receivlcd in March 2006 pursuant to the 2004 Long-
Term Incentive Grant, '

(3) Values based on the fair market value of the common shares of $17.86 per share on March 8, 2006, the day
of lapse. '

Non-Qualified Deferred Compensation Table

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

Pension Benefits

None of the Named Executive Officers participates in any pension plan.

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 intc 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.

Consistent- 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 and to receive all materials provided to Board members, subject to certain limited exceptions; and
(3) entitles 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
Terminations™)) in an amount equal to three times, two times or one times the sum of Mr. Legere’s base salary
and target annual bonus if such termination occurs prior to August 15, 2008, 2009 or 2010, respectively, plus
certain other benefits and payments; (3) clarifies 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
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vesting in full of equity grants upon any Designated Termination apply to 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. ‘ :

. v - 4 . ] ‘ 4 * - N . 1.2

»

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL -

Payments Made Upon Any Termination

Regardless of the manner in which a Named Executivé 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 to 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 44 under the heading “Payments
Made Upon Change In Control Termination”. : . _ C e

Pay;nents, Made Upoh'lnvoluntpi'y Not-For-Cause Termination or Voluntary Termi’nation With Good .
Reason ) . , .

In the event of an mvolumary 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 1.75 times base salary plus annual bonus at target;

* ..alump sum amount representmg a pro rata poruon of the current year annual bonus at target;
. ,‘, continued health and welfare beneﬁts for 21 months fol]owmg termmauon and

. outplacement services up to an amount equal to 30% of base salary. . : el

- A . . . LR ' o o + P
Payments Made Upon Death or Dlsablllty . ro

In the event of the death or disability of a Named Executive Officer (except for Mr. Legere 10 lhe 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;

* a pro rata portion of time-based RSUs determined by multiplying the total award amount by a fraction
(the “Pro Rata Fraction™), the numerator of which is the number of full months to have elapsed since the
grant date and the denominator of which is 36; and

* a pro rata portion of performance-based F.SUs determined by multiplying the Pro Rata Fraction either
by the target award (in the case of death or disability prior to September 30t of the second performance
year within the two year performance period) or by the number of shares adjusted to reflect actual
performance (in the case of death or disability thereafter).
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Payments Made Upon Change in Control Termination S '

In the event a named executive officer is terminated as a result of a change in control, in addition to the
benefits listed 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 Crossing Limited Key Management Protection Plan

The KMPP is intended to retain executive officers and other key executives by mitigating their concerns
about financial 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 severance benefits for the executive officers and certain other key employees of the Company 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
unfavorable change in employment status or compensation), the KMPP, as amended effective December 10,
2005, entitles him or her to receive (i) a lump sum payment equal to the “severance multiplier” of one or 1.75
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),
(i} 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 in an 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 amended KMPP was filed as Exhibit' 10.3 to our 2006 annual report on Form 10-K. Mr.
Legere’s severance arrangements are set forth in his employment agreement rather than in the KMPP.

Potential Payments Upon Termination or Change of Control

The tables 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-cause or voluntary for good reason termination; involuntary for cause termination; and termination
following a change in control. The amounts shown assume that such termination was effective as of
December 31, 2006, 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. Except as noted below, payments made
upon termination to Mr. Legere are detailed on page 42 under the heading “Employment Agreements.”




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! ' 1213112006 1:4/31/2006 - 1243172006 12/31/2006 12/3172006
Unvested Stock Options” .. .... .. T — § 268,672 $ 268,672 — $ 268,672
Unvested Time-Based RSU _
CAwards ...l — 34,750,425 $4,750,425 — $4,750,425
Unvested Performance RSU ‘
Awards® ... ... ... ... —  $4,369,900 $4,369,900 — $4,369,900

Qualified Savings Plan® .. ... ... — — — — —
Non-Qualified Savings Plan® . . .. L — — —_ -
PensionPlan .............. ... L —_ —_ — —_ —

Health and Wel{are Benefits ... .. — — $ 29,187 — $ 29,187
Excise Tax & Gross-Up ........ — — — — —
Cash Severance™ ... ........... — — $7,700,000 —_ $7,700,000
Accrued Vidcation Pay® ... .. .. $105,769 $ 105,769 $ 105,769 $105,769  § 105,769
Outplacement Services ......... - — $ 330,000 — $ 330,000
(1) All benefits are valued as of December 31, 2006. Equity valued using the FMV of $24.55 as of market close

2)

&)
C))
&)

(6)

" on December 29, 2006.

Value :of Performance-Based RSUs assumes performance is met at target level. Includes the value that
Mr. Legere would have received on December 31, 2006 for the June 2005 Performance RSUs in the amount
of $2,455, 000 although it has since been determined that no payout will be made due to failure to meet the
performance Lhresholds Excludes SLPP Performance RSUs as performance targets had not been met as of
December 31, 2006.

The Qualified Savmgs Plan includes total employee and employer contributions to the ERSP.
The Non-Qualified Savings Plan represents employce 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 2006.
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Jean Mandeville v
, Voluntary - , ., Lo
Termination Involuntary Termination
. - . .. without . . .+ 1 Notfor Cause or Involuntary Change in
' o : n Good + Deathor  Voluntary Termination For Cause Control
: . R Reason on  Disability on* - with Good Reason on Termination on  Termination on
Payments Upon Separation™ -+ 12/31/2006 1273112006 - - 12/312006- 12/31/2006- - 12131/2006
Unvested Stock Options . . . . . L - — =8 197,964,
Unvested Time-Based RSU _ o B
Awards ................. —  $386,663 — . — | $1,006550,
Unvested Performance RSU o s S
Awards@ ............... — s135025 = . —. . $1,178400
Qualified Savings Plan® . .. .. $35,216 % 35,216 $ 35216 $35,216 $. 35216
Non-Qualified Savings C c
Plan® .................. - — - R L=
PensionPlan .............. = — — =
Health and Welfare , et
Benefits ................ L= o+ $ 17,026 = s 17,036
Excise Tax & Gross-Up ... . .. o — - — P
‘Cash Severance® ........... — —_ $1,737,188 — ‘ $l,7_37,188
Accrued Vacation Pay® ..... _$32,692 § 32,692 . & 32,692 .., -8$32,692 . § 32,692.
Qutplacement Services ...... —_ R $ 127,500 o— o $.127,500

(1) All benefits are valued as of December 31, 2006. Eqmty valued using the FMV of $24.55 as'of market close
« - on December 29, 2006 ’ . AR . .

2) 'Value of Performance Based RSUs assumes perfonnance is met at target level Tota] shown under Death or
Disability excludes vaiue of the June 2005 Performance RSUs s these pamcular ‘awards wou!d have
resulted in no payout for a participant terminated on December 31, 2006 due to death or dlsablluy in light of
the failure to méet the performance thresholds. Total shown under Change in Control Termination includes
value of the June 2005 Performance RSUs ($638,300) despite the failure to meet performance thresholds
since the award agreements provide for'a targei payout in the event of a change in control at dny time prior

“to certification by ‘the Compensation Committee of the-calculation .of the performance-based payout:
Excludes SLPP Performance RSUs as performance targets had not been.met as of December 31, 2006.

(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 1.75 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 2006.
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Jose Antonio Rios

Voluntary
Termination Involuntary Termination
without Not for Cause or Involuntary Change in
Good Deathor ' Voluntary Termination For Cause Control
' : . Reasonon  Disability on with Good Reason on Termination on  Termination on

Payments Upon Separation!!t 123172006 12/31/2006 -~ 12/31/2006 12/31/2006 12/31/2006
Unvested Stock Options . . . ., — — — - 5 67,170
Unvested Time-Based RSU '

Awards . ............. ... — $374,388 — — $1,178,400
Unvested Performance RSU e e .

Awards® .. ... ... L. — $128,888 —_ — $1,153,850

Qualified Savings Plan® . . ... T — — — -
Non-Qualified Savings : :
Plan® .. ................ — — — — -

Heaith and Welfare .
Benefits . ............... - —_ $ 17,026 —_ $ 17,026

Excise Tax & Gross-Up...... — - f— — T
Cash Severance®™® ,.......... — —_ $2.,043.750 = $2,043,750
Accrued Vacation Pay® ... .. $48,077 $ 48,077 $ 48,077 $48,077 $ 48,077
Qutplacement Services ...... — — $ 150,000 — $ 150,000
(1): All benefits are valued as of December 31, 2006. Equity valued using the FMV of $24.55 as of market close

@

3
4)
(5)

(6)

on December 29, 2006.

Value of Performance-Based RSUs assumes parformance is met at target level. Total shown under Death or
Disability excludes value of the June 2005 Performance RSUs as these particular awards would have
resulted in no payout for a participant terminated on December 31, 2006 due to death or disability in light of
the failure to meet the performance thresholds. Total shown under Change in Control Termination includes
value of the June 2005 Performance RSUs ($638,300) despite the failure to meet performance thresholds
since the award agreements provide for a target payout in the event.of a change in control at any time prior
to certification by the Compensation Committee of the calculation of the performance-based payout.
Excludes SLPP Performance RSUs as performance targets had not been met as of December 31, 2006.

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 1.75 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 2006. -
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John B, McShane -

Voluntary .
Termination Involuntary Termination
HPINY] witheut : Not for Cause or Involuntary Change in
. - Good Death or Voluntary Termination For Cause Controt
oo : . Reason on . Disability on with Good Reason on Termination on  Termination on
Payments Upon SeparationtV. . 12/3172006 12/31/2006 1273172006 12/31/2006 . 12/31/2006
Unvested Stock Options .. . .. —_ — — S $ 45,800
Unvested Time-Based RSU -
tAwards .. ... ... — $276,188 ' — — _ % 893,006
Unvested Performance RSU . . '
Awards@® . ... ..., — $104,338 ‘ — — $§ 859,250
Qualified Savings Plan® .. ... $156,084 $156,084 . $ 156,084 $156,084 $ 156,084
Non-Qualified Savings . :
Plan® .. ... ............. — — —_ — —_
PensionPlan .............. — —_ — — . —
Health and Welfare . .
Benefits ................ —_ — $ 17,026 — $ 17,026
Excise Tax & Gross-Up ...... — — — — ' S
Cash Severance® .. ......... — —_ $1,326,563 — $1,326,563
Accrued Vacation Pay® .. ... $ 36,058 $ 36,058 $ 36,058 $ 36,058 $ 36,058
Outplacement Services ...... C - — $ 112,500 — $ 112,500

(1) - All benefits are valued as of December 31, 2006: Equity valued using the FMV of $24.55 as of market close
on December 29, 2006, e

(2) Value of Performance-Based RSUs assumes-performance is met at target level. Total shown under Death or
‘Disability excludes.value of the June 2005 Performance RSUs..as these particular awards- would have
resulted in no payout for a participant terminated on December 31, 2006 due to death or disability in light of
the failure to meet the performance thresholds. Total shown under Change in Control Termination includes
value of the June 2005 Performance RSUs ($441,900) despite the failure to meet performance thresholds
since the award agreements provide for a target payout in the event of a change in control at any time prior
to certification by the Compensation Committee of the calculation of the performance-based payout.
Excludes SLPP Performance RSUs as performance targets had not been met as of December 31, 2006.

(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 1.75 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 2006 .= . :
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-t

Anthony D. Christie o

Voluntary

Termination Involuntary Termination
without . : Not for Cause or Inveluntary Change in
. ) « Good Death or  Voluntary Termination For Cause Control
Reason on  Disability on  with Good Reasonon_ Termination on  Termination on

Payments Upon Separation» > = ! 12/31/2006 ¢ 13172006 - 12/31/2006 12/31/2006 12/31/2006
Unvested Stc;ci; Options .. ....... — — ' - — $ 45,800
Unvested Time-Based RSU . ’

Awards ................ ... — $227,088 — = § 7457706
Unvested Performance RSU ' '

Awards @ .. .0 L. — ' $ 79,788 — — $ 687400
Qualified Savings Plan® ... ... ... $142.427 $142,427 $ 142,427 $142,427 $ 142,427

Non-Qualified Savings Plan(“) ..... — — . — ‘ — —

e

Pension P]an .................. —_ —_ — —_ —
Health and Welfare' Benefits . .. . .. — — $ 17,026 — % 17,026
Excise Tax & Gross- Up.ooenn - = ‘ C—_ —_ —
Cash Severance®™ ... . ... ........ — Y- $1,326,563 _ $1,326,563
Accrued Vacation Pay® .. ... $ 36,058 $ 36,058 $ 36,058 $ 36,058 $ 36,058
Outplacement Services e — — $ 112,500 — $ 112,500

M

2)

(3}
G
(5}

(6)

All benefits are valued as of December 31, 2006. Equnty valued usmg the FMV of $24.55 as of market close

* on December 29, 2006.

Value of Performance-Based RSUs assumes performance is met at target level. Total shown under Death or
Disability excludes value of the June 2005 Performance RSUs as these particular awards would have
resulted in no payout for a participant terminated on December 31, 2006 due to death or disability in light of
the failure to meet the performance thresholds. Total shown under Change in Control Termination includes
value of the June 2005 Performance RSUs ($368,250) despite the failure to meet performance thresholds
since the award agreements provide for a target payout in the event of a change in control at any time prior
to certification by the Compensation Committee of the calculation of the performance-based payout.
Excludes SLPP Performance RSUs as performance targets had not been met as of December 31,.2006.

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 1.75 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 2006.
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DIRECTOR COMPENSATION

On August 15, 2006, the Board amended the compensation program for non-employee members of the
Board and the Company’s.Executive Committee (“Members”). Each Board Member receives cash compensation
of $5,000 for each meeting of the Board attended 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
Exe‘cutivg: Committee in the amount of $2,500 for each meeting attended in person and $1,250 for each such
meetiﬁg 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 such 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 Committee also receives annual retainers in accordance with the following schedule (such retainers
payable in cash prior to 2007 and (subject to share availability) one-half in cash and one-half in common shares
of the Company in 2007 and thereafter):

* Board Chairman Retainer: $1.00,000 .
s Board Vice Chairman Rétaﬁ'pqr: $75,000 .
» _ Retainer for Other Members of Board or Executive Committee: $50,000
* Additional R'e_tainer f()'rj Government Security Co_m?nittée Members: $45,000
« Additional Committee Chair Retainers: .
+  Audit: $30.000
« Compensation: $15,000
= Nominating and Corporate Governance: $10,000
+ Executive: $10,000
»  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; provided that the 2006 grant was made on the date of Board approval of the new program
(August 15, 2006).
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Director Compensation Table
(a) (b) (c) d} (e} ). ® . h)
. Change in
o Pension Value
: ’ and
Fees . . ' Nonqualified
. Earned . Deferred
¢ <o : or Paid "+ Stock f - Non-Equity Compensation All Other
' «» inCash Awards Option- Incentive Plan - Earnings Compensation
. Name [63] $w@d  Awards Compensation {$} ¢ ) I Total ($)

EC AldridgeJr. .............. . 5166250 $48101 = L= — W=, S214351
Archie Clemins .. ........... .. $142500 $48301  — 0 — - —  S190601
Steven T.Clontz® .. ........... $ 65,000 348,101 - — : — ’ — ’ $113,101
Donald L. Cromer ............. $150,000 $48,101 — — — — $198,101 -
Richard R. Erkeneff ............ $150,000 $48,101 — — — —_— $193,101
Jeremiah D. Lambert®'. . ........ $ 6§.750 $48,101 — — — - $116,851
Lee Theng Kiat................ $103.750 $48,101 — — — — §151,851
Charles Macaluso . ............. $ 83750 $48,101 — — — — $131,851
Michael Rescoe ... .. e " $142,501  $48:t01 — — — — $190,602
Robert J. Sachs .. ... e $100,000  $48,101 — — — — $148,101
Peter Seah Lim Huat ........... $138,750 $62,776 < — — — — : $201,526
Lodewijk Christinan van - - . . H L

Wachem ................... $148,750 362,776 — - — — $21 },52@

(1) The amounts shown in column (c) are the amounts recognized in the Company's consolidated financial
statements for 2006 in respect of restricted stock units awarded to each of the Board of Directors, as
determined pursuvant 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 lmmedlately
preceding sentence, the fair value of the awards was determined using the valvation 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, 2006. The amounts shown mclude'
amounts recognized in the Company's consclidated financial statements for 2006 in respect of awards
granted in 2006 and in prlor years that were outstanding in 2006. Such awards and their grant dates were as

follows: !

82004 . 8/15/2006

. Grant Date Grant Date
EC Aldridge Jr. ....... S 5,000 3,294
Archie Clemins . ... ..o it i i i e it es e 5,000 . 3,294
- Steven T.Clontz .. ....... e e e e e e e e 5,000 - 3,294
Donald L. Cromer ... .. i e it et e i e 5,000 3,294
Richard R, Erkeneff ................ U PP 5000 3,294
Jeremizh D. Lambert ... ..... Y Ll T, L. 5,000 3294
Lee Theng Kiat .......0....0..... .0 00 ... Vi .. lo.. 50007 3,294
Charles Macaluso ... ............ e e e e . 5000 "7 37294
Michael RESCOE . . . oo oo e e e e e e e e e . ©5000 7 3294
Robert J. Sachs .. it i i e e e 5,000 3,294
Peter Seah Lim Huat ........... . it i it it e ia e iieennnas 7,500 . 3,294
Lodewijk Christiaanvan Wachem . ........... ... .. . . ... oo, 7, 500 3.294

(2) The restricted stock units (“RSUs™) granted on March 8, 2004, will 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 will vest in their entirety on August 15, 2007. No dividends are payable on RSUs. ¢

{(3) Messrs. Clontz and Lambert are members of the Executive Commitiee but are not members of the Board of
Directors.
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SECURITY OWNERSHIP

Directors and Executive Officers

The following table sets forth the beneficial ownership of the Company’s common stock as of April 18,
2007, 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) all common shares outstanding as of April 18, 2007
and (2) all common shares issuable upon the exercise of options, warrants or other rights within 60 days of
April 18, 2007.

. Total .
Options Currently  Stock and
* Exercisable Stock Based Percent of
Owned Stock Within 60 days Holdings - Class -

ECAldndgelJr........ ... ... ..., 3738 ., — 3,738 *
Archie Clemins . .....oveenn i 3,738 . - 3,738 * -
StevenT.Clontz ........ i, 2,738 12,0000 14,738 *
Donald L. Cromer ..........ooiiiiiien ... 2,738 —_ 2,738 *
Richard R. Erkeneff ........................... 5,238 . — 5,238 *
Jeremiah D. Lambert ... ........................ 2,738 — . 2738 *
Lee Theng Kiat ..., 2,619 222,000 224,619 *
Charles Macaluso ............................, 2,738 — ©2,738 *
Michael Rescoe ... .... 2,738 - 2,738 *
Robert J. Sachs ....... P 2,738 . — '2,738 *
PeterSeah LimHuat ........................... 3,839 . 40,000t 43,839 *
Lodewijk Christiaan van Wachem ............... . 9,063 — 9,063 *
JohnJ. Legere .................... [T 13,612 - 383,669 397,281, *
Jean F. Mandeville ......... R 9,708 48,886 58,594 *
Jose A RIOS ... ..o i 17,013 124,667 141,680 *
John B.McShane ............... .. ... ....... 1,029 60,000 61,029 *
Anthony D. Christie ............. .. ... ..., 5,440 54,000@ 59,440 *
All Directors and executive officers as a group

(25Persons) ... ..viii e . 111,687 . 1,179,954 1,291,641 3.4%
*  Percentage of shares beneficially owned does not exceed one percent. ) "

(1) Reflects shares issuable upon exercise of vested options granted by the STT Sharcholder 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. "

Certain Beneficial Owners

The following table sets forth, as of April 18, 2007, certain information regarding the beneficial own'ership
of the Company’s common shares by each person or entity who is known by us to beneficially own 5% or more
of our common shares. As of April 18, 2007, 36,915,404 common shares and 18,000,000 Senior Preferred Shares
were issued and outstanding. The Senior Preferred Shares are held by the STT Shareholder Group'and are
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convertible into common shares on one-for-one basis (subject to adjustment). The provisions governing the
conversion rights of the Senior Preferred Shares can be found in the “Cemﬂcate of Desngnanons” ﬁled as Exhibit
4.2 o our 2003 annual report on Form 10-K. ' . . .

Common Stock " Preferred Stock

Percent Percent

Shares ofClass ' Shares of Class

STT Shareholder Group™ . ..............ccovvii, ..  45754,006  65.5% 18,000,000 100%
Fidelity Management and Research® ... ......... e ... 5471870 148% . ~— —
DuPont Pension Trust® .. ... . i 2,006,433 5.4% — —

() Based on information provided in Amendment No. 11 to Schedule 13D filed by such shareholders on
June 5, 2006 and on Form 4 filed by such sharéholders on March 2, 2007. STT Crossing Ltd. (“STT
Crossing”) is an indirect subsidiary of Temasek Holdings (Private) Limited (“Temasek”), its ultimate parent
entity, and is located at 10 Frere Felix de Valois Street, Port Louis, Mauritius. As of April 18, 2007, STT
Crossing owned 12,783,145 common shares and 18,000,000 Senior Preferred Shares and is the sole holder
of the Convertible Notes. STT Crossing has, as of Apnl 18, 2007, the immediate nght to convert the Senior
Preferred Shares and the Convertible Notes into 32,970,861 common shares. Temasek, lhrough its ultlmate
ownership of STT Crossing, may be deemed to have voting and"dispositive 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 detaJled herein, Temasek may be deenied to
beneficially own 13,730 additional common shares, which are owned beneficially and of record by
Temasek‘s wholly owned subsidiary, Fullerton (Private) lelted

LA '

@  Based on information provided in Amendment No. 1 to Schedule 13G ﬁled on behalf of such shareholder on
February 14, 2007 by FMR Corp., 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 Corp. and an investment adviser registered under Section 203 of the Investment
Advisers Act of 1940, is the beneficial owner of 5,471,870 shares or 14.7% of the Common Stock

. outstanding of Global Crossing as a result of acting as investment adviser to various investment companies
. registered under Section 8 of the Investment Company Act of 1940. The ownership of one investment
company, Fa Mid Cap Stock Fund, amounted to 2,583,245 shares or 7% of the Common Stock outstanding.
Edward C. Johnson 3d and, FMR Corp., through its control of Fidelity, and the funds each has sole power to
dispose of the 5,423,070 shares owned by the funds. Members of the family of Edward C. Johnson 3d,
Chairman of FMR Corp., are the predominant owners, directly or through trusts, of Series B shares of
common stock of FMR Corp., representing 49% of the voting power of FMR Corp. The Johnson family
group and ali other Series B shareholders have entered into a shareholders' voting agreement under which all
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 a controlling
group with respect to FMR Corp. Neither FMR Corp. nor Edward C. Johnson 3d, Chairman of FMR Corp.,
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. Fidelity carries out the voting of: the shares under written
guidelines established by the funds' Boards of Trustees. Pyramis Global Advisors Trust. Company
(“PGATC"™), 53 State Street, Boston, Massachusetts, 02109, an indirect wholly-owned subsidiary of FMR
Corp. and a bank as defined in Section 3(a)(6) of the Securities Exchange Act of 1934, is the beneficial
owner of 48,800 shares or 0.002% of the outstanding Common Stock of the Global Crossing Ltd. as a result
of its serving as investment manager of institutional accounts owning such shares. Edward C. Johnson 3d
and FMR Corp., through its control of Pyramis Global Advisors Trust Company, each has sole dispositive
power over 48,800 shares and sole power to vote or to direct the voting of 48,800 shares of Common Stock
owned by the institutional accounts managed by PGATC as reported above.
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) Based on information provided in the Schedule {3G filed by such shareholders on May 25, 2006. The
business address of the reporting person is c/o State Street Bank and Trust, 2 Avenue de Lafayette, Boston,
MA 02111. The DuPont Pension Trust is the sole beneficial owner of the shares,

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Based on our records, during 2006 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.

.SUBMISSION OF FUTURE SHAREHOLDER PROPOSALS

All proposals of shareholders who wish to bring business before our 2008 Annual General Meeting of
Sharéholders must be received by us at our principal executive offices at Wessex House, 45 Reid Street,
Hamilton HM 12 Bermuda, not later than January 3, 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 property 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 musi also comply with the other provisions
contained in our bye-laws relating to shareholder 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 control 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 2007 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 shareholder 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 beneficially owned by such person, {iv) particulars which would,
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.
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SHAREHOLDER COMMUNICATIONS WITH DIRECTORS

Our Board 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 and other job inquiries; surveys; business solicitations or advertisements; and material that is unduly
hostile, threatening, illegal or similarly unsuitable will not be forwarded to the Board.

DELIVERY OF DOCUMENTS TO SHAREHOLDERS SHARING AN ADDRESS

If you are 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 Annual 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 Bermuda. Beneficial owners sharing an address who are receiving multiple copies of proxy materials and
annual reports 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 sharcholders at the
shared address in the future. o o

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports, proxy statements and other information with the Commission.
You may read and copy any reports, statements or other information we file at the Commission’s public
reference rooms 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. Our Commission filings are also
available to the public from commercial document retrieval services and at the web site maintained by the
Commission at hitp://www.sec.gov. You may also visit us at www.globalcrossing.com.

April 30, 2007
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APPENDIX A
' PROPOSED AMENDMENTS
: . N
BYE-LAWS
Cof
GLOBAL CROSSING LIMITED




INTERPRETATION G

"Resolution” means a resofution of the Shareholders passed in a general meeting or, where required, of a separate

class or separate classes of Shareholders passed in a separate-, sdopted-eithertn-a general meeting or by-vwritten
reselution, in either case adopted by resolution in writing in accordance with the provisions of these Bye-laws;

reference to wntmg shall include typewrltmg, pnntmg, hthography, photography and-ether-medes-of

erm electronic records;

GENERAL MEETINGS AND WRITFEN-RESOLUTIONS IN WRITING
(a) 56.

(a) The Board shall convene and the Company shall hold general meetings as Annual
General Meetings in accordance with the requirements of the Companies Acts at such times
and places as the Board shall appoint. The Board may, whenever it thinks fit, and shall,
when required by the Companies Acts, convene general meetings other than Annual General
Meetings which shall be called Special (eneral Meetings. Special General Meetings shall
also be convened on requisition as provided by the Companies Acts.

(b) Except in the case of the removal of auditors or Directors, anything which may be done
by resolution of the Shareholders in general meeting or by resolution of any class of
Shareholders in a separate general meeting may be done by resolution in writing, signed by
the Shareholders (or the holders of such class of shares) who at the date of the notice of the
resolution in writing represent the majority of votes that would be required if the resolution
had been voted on at a meeting of the Shareholders. Such resolution in writing may be
signed by the Shareholder or its proxy, or in the case of a Shareholder that is a corporation
(whether or not a company within the meaning of the Companies Acts) by its representative
on behalf of such Shareholder, in as many counterparts as may be necessary

(¢) Notice of any resolution in writing to be made under this Bye-Law shall be given to

all the Shareholders who would be entitled to attend a meeting and vote on the
resolution. The requirement to give notice of any resolution in writing to be made under
this Bye-Law to such Shareholders shall be satisfied by giving to those Shareholders a
copy of that resolution in writing in the same manner as that required for a notice of a
general meeting of the Company at which the resolution could have been considered,
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VOTING

65.

66.

except that the length of the period of notice shall not apply. The date of the notice shall
be set out in the copy of the resolution in writing.

(d) The accidental omission to give notice, in accordance with this Bye-Law, of a
resolution in writing to, or the non-receipt of such notice by, any person entitled to
receive such notice shall not invalidate the passing of the resolution in writing.

(¢) For the purposes of this Bye-law, the date of the Rresolution in wriling is the date
when the rResolution in writing is signed by, er-in-the-ease-of-a-Sharcholder-thatis a

fafnpaﬂywthm—themeﬂmngﬂﬂhe@mwm Aets)or
on behalf of the last Shareholder who establishes the majority of votes for the passing
of the resolution in writing-te-sign and any reference in any enactment to the date of
passing of a Rresolution is, in relation to a Rresolution in writing made in accordance
with this Bye-law, a reference to such date. -

() A resolution in writing made in accordance with this Bye-law is as valld as if it had
been passed by the Company in general meeting or, if applicable, by a meeting of the
relevant class of Shareholders of the Company, as the case may be. A Rresolution in
writing made in accordance with this Bye-law shall constitute minutes for the purposes
of the Companies Acts and these Bye-laws.

Save where a greater majority or a special majority is required by the Companies Acts or these
Bye-laws or any Certificate of Designations, any question proposed for consideration at any
general meeting shall be decided on by a simple majority of votes cast. Subject to any rights or
restrictions attached to any class of shares at any meeting of the Company, each Shareholder
present in person shall be entitled to one vote on any question to be decided on the show of
hands and each Shareholder present in person or by proxy shall be entitled on a poll to one vote
for each Share held by him. -

At any general meeting, a Rresolution put to the vote of the meeting shall be decided on a show

- of hands or by a count of votes received in.the form of electronic records unless (before or on

the declaration of the result of the show of hands or by a count of votes received as electronic
records or on the withdrawal of any other demand for a poll) a poll is demanded by:

(c) (a) the chaifman of the meeting; or

. (b) at least three Shareholders present in person or represented by proxy; or

{c) .any Shareholder or Shareholders present in person or represented by proxy and holding
between them not less than one tenth of the total voting rights of all the Shareholders having
the right to vote at such meeting; or

(d) Shareholder or Shareholders present in.person or represented by proxy holdmg Shares
conferrmg the right to vote at such meetmg, being Shares on which an aggregate sum has
been paid-up equal to not less than one tenth of the total sum paid-up on all such Shares
conferring such right. ’

The demand for a pell may be withdrawn by the person or any of the persons making it at any
time prior to the declaration of the result. Unless a poll is so demanded and the demand is not
withdrawn, a declaration by the chairman that a Rresolution has, on a show of hands or by a count
of votes received as electronic records, been carried or carried unanimously or by. a particular
majority or not carried by a particular majority or lost shall be final and conclusive, and an entry
to that effect in the minute book of the Company shall be conclusive evidence of the fact without
proof of the number of votes recorded for or against such Rresolution.
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67.

68.

69.

70.
71.

72

73.

74.

75.

76.

If a poll is duly demanded, the result of the poll shall be deemed to be the rResolution of the
meeting at which the poll is demanded. g i .

‘A poll demanded on the election of a chairmah, or on a question of adjournment, shall be taken

forthwith. A poll démanded on any other question shall bé taken in such manner and either
forthwith or at such time at such meeting as the chairman shall direct. It shall not be necessary
(unless the chairman otherwise directs) for notice to be given of a poll. .

" The demand for a poll shall not prevent the continuance of a meeting fof; the transaction of any

business other than the question on which the poll has been demanded and it may be withdrawn
at any time before the close of the meeting or the taking of the poll ‘whichever is the earlier.

* On a poll, votes may be cast either personally or by proxy

d E o

_A person entitled to more than one vote on a poll need not use all, hlS votes or cast all the votes

he uses in the same way.

v

In the case of an equality of votes at a general meeting, whether on a show of hands or by a
count of votes received as electronic records an a poll, the chairnian of such meeting shall not be
entitled to a second or casting vote dand the Rresolution shall fail. '

In the case of joint holders of a Share, the vote of the senior who tenders a vote, whether in
person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders, and
for this purpose seniority shall be determined by the order in wluch the names stand in the
Register in respect of the joint holding. - e ‘

A Shareholder who is a patient for any purpose of any statute or applicable law relating to
mental health or in respect of whom an.order has been made by any court having jurisdiction
for the protection or management of the affairs of persons incapable of managing their own
affairs may vote, whether on a show of hands or on a poll, by his receiver, committee, curator
bonis or other person in the nature of a receiver, committee or curator bonis appointed by such

- court and such receiver, commiitee, curator honis or other person may vote on a poll by proxy;

and may otherwise act and be trgated as sich Shareholder for the purpose of general meetings.

No Shareholder Ehali unless the Board otherwise determines; be entitlec'l to vlote at any general
meeting unless all calls or other sums presently payable by him in resPect of Shares in the
Company have been paid.

If (i) any objection éhall be raised to the qualification of any voter or (i) any votes have been
counted which ought not to have been counted or which might have Leen rejected.or (iii) any
votes are not counted which ought to have been counted, the objection or error shall not vitiate
the decision of the meeting or adjourned meeting on any Rresolution unless the same is raised or
pointed out at the meeting or, as the case may be, the adjourned meeting at whlch the vote
objected to is given or tendered or at whlch the error occurs. Any objection or error shall be
referred to the chairman of the meeting and shall only vmate the decision of the meeting on any
Rresolution if the Chairman of the Board or the chairman of the meeting as prescribed under
Bye-law 63 decides that the same may have affected the decision of the meeting. The decision of
the qhairman on such matters shall be final and conclusive.

PROXIES AND CORPORATE REPRESENTATIVES _

.

The instrument appointing a proxy or corporate representative shall be in writing executed by
the appointor or his attorney authorised by him in writing or, if the appeintor is a corporation,
either under its seal or executed by an officer, atterney or other persnn authorised to sign the
same. . Ny

A-4




78.

79.

80.

81.

82,

Any Shareholder may appoint a proxy or (if a corporation) representative for a specific general
meeting, and adjournments thereof, or may appoint a standing proxy or (if a corporation)
representative, by serving on the Company, at the Registered Office, or at such place or places

_ as the Board may otherwise specify for the purpose, a proxy or (if a corporation) an

authorisation. Any standing proxy or authorisation shall be valid for all general meetings and
adjournments thereof or Rresolutions in writing, as the case may be, until notice of revocation is
received at the Registered Office or at such place or places as the Board may otherwise specify
for the purpose. Where a standing proxy or authorisation exists, its operation shall be deemed

~ to have been suspended at any general meeting or adjournment thereof at which the

Shareholder is present or in respect to which the Shareholder has specially appointed a proxy or
representative. The Board may from time to time require such evidence as it shall deem
necessary as to the due execution and continuing validity of any standing proxy or authorisation
and the operation of any such standing proxy or authorisation shall be deemed to be suspended
until such-time as the Board determines that it has received the requested evidence or other
evidence satisfactory to it. For the purposes of service on the Company pursuant to this
Bye-law, the provisions of Bye-laws 139 and 140; shall mutatis mutandis apply to service on the
Company. . - _ : '

Subject to Bye-law 78, the instrument appointing a proxy or corporate representative together
with such other evidence as to its due execution as the Board may from time to time require,
shall be delivered at the Registered Office (or at such place as may be specified in the notice
convening the meeting or in any notice of any adjournment or, in either case or the case of a
wiitten-Rresolution in writing, in any document sent therewith) prior to the holding of the
felevant meeting or adjourned meeting at which the person named in the instrument proposes
to vote or, in the case of a poll taken-at an adjourned meeting, before the time appointed for the

" taking of the poll, or, in the case of a weitten-Rresolution in writing, prior to the effective date of

the written-Rresolution in writing and in default the instrument of proxy or authorisation shall
not be treated as valid. :

Instruments of proxy or authorisation shall be in any common form or in such other form as the
Board may approve and the Board may, if it thinks fit, send out with the notice of any meeting
or any writtenRresolution in writing forms of instruments of proxy or authorisation for use at
that meeting or in connection with that weitier-Rresolution in writing. The instrument of proxy

* shall be deemed to confer authority to demandroi" join in demanding a poll, to speak at the

meeting and to vote on any amendment of a weitten-Rresolution in writing or amendment of a
Rresolution put to the meeting for which it is given as the proxy thinks fit. The instrument of
proxy or authorisation shall, unless the contrary is stated therein, be valid as well for any

. adjournment of the meeting as for the meeting to which it relates.

A vote given in accordance with the terms of an instrument of proxy or authorisation shall be
valid notwithstanding the previous death or unsoundness of mind of the principal, or revocation
of the instrument of proxy or of the corporate authority, provided that no intimation in writing
of such death, unsoundness of mind or revocation shall have been received by the Company at
the Registered Office (or such other place as may be specified for the delivery of instruments of
proxy or authorisation in the notice convening the meeting or other documents sent therewith)
at least one hour before the commencement of the meeting or adjourned meeting, or the taking

_ of the poll, or the day before the effective date of any weitten-Rresolution in writing at which the

instrument of proxy or authorisation is used.

Subject to the Companies Acts, the Board may at its discretion waive any of the provisions of
these Byeilaws related to the procedural requirements for the delivery of proxies or
authorisations and, in particular, may accept such verbal or other assurances as it thinks fit as
to the right of any person to attend, speak and vote on behalf of any Shareholder at general
meetings or to sign written-Rresolutions in writing.
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DIRECTORS’ INTERESTS

(b)93. (a) A Director may hold any other office or place of profit with the Company (except that of
' . auditor) in conjunction with his office of Director for such period and upon such terms as
the Board may determine, and may be paid such extra remuneration therefor (whether by
way of salary, commission, partlclpatmn in profits or otherwise) as the Board may
determlne, and such extra remuneration shall be in addition to any remuneration provided
for by or pursuant to any other Bye-law. -

(b) A Director may act by himself or his firin in a professional capacity for the Company
o ) (otherwise than as auchtor) and he or his firm shall be entitled to remuneratlon for
professmnal servn:es as if he were ‘not a Director. !

-

(), Subject to the Companies Acts, a Director may notwnthstandmg his office be a party to, or
otherwise interested in, any transaction or arrangement with the Company or in which the
Company is otherwise interested; and be a director or other officer of, or employed by, or a
party to any transaction or arrangement with, or otherwise interested in, any body
corporate promoted by the Company or in which the Company is interested. The Board may
also cause the voting power conferred by the Shares in any other company held or owned by

- the Company to be exercised in such manner in all respects as it thinks fit, including the
exercise thereof in favour of any resolution appointing the Directors or any of them to be
‘directors or officers of such other companiy, or voting or providing for the payment of
remuneratlon to the dlrectors or officers of such other company :

{d). Solong as he declares the nature and extent of his mterest at the f' rst opportunity at a
. meeting of-the Board or by writing to the Directors as requlred by the Companies Acts, a
. Director shall not by reason of his o_fl' ce be accountable to the Company for any benefit
. which he derives frem any office or employment to-which these Bye-laws allow him to be
appointed or from any transaction or arrangement in which these Bye-laws allow him to be
interested, and no such transaction or arrangement shall be liable to be avoided on the
ground of any interest or benefit.

(e} 'Subject to the Companies Acts and any further disclosure required thereby, a general notice
" tothe Difectors by a Director or officer declaring that he is a‘director or officer or has an
interest in a person, the extent of such interest, and is to be regarded as interested in any
transaction or arrangement made with that person, shall be a sufficient declaratmn of
.interest in relation to any transactmn or arrangement S0 made

(f) Except as herein provided, a Director shall not vote in respect of any contract or
arrangement or any other proposal whatsoever in which he has any material interest
otherwise than by virtue of his interests in shares or debentures or other securities or
‘otherwise in or through the Company. Notwithstanding the foregoing, a Director shall be
counted in the quorum at a meeting in relation to any resolution on which he is debarred
from veting. - ~

(g) A Director shall (in- the _absence ot' some other material interest debarring such Director
from voting) be entitled to vote (and be counted in the quorumy} in respect of any resolution
concerning any of the-following matters:

' (i)' the giving of any security or ihdemnity to him in respect of money lent or obligations
incurred by him at the request of or for the benefit of the Company or any of its
Subsndlarles,

(ii) the giving of any securlty or indemnity to a third party in respect of a debt or obligation
' . of the Company or any of its Subsidiaries for which he himself has assumed
responsibility in whole or in part under a guarantee or mdemmty or by the giving of
security;
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. (iii) any proposal concerning any other company in which he is interested, directly or
indirectly and whether as an officer, director or shareholder or otherwise howsoever,
provided that he together with any of his Associates (as defined in Rule 12b-2 of the
General Rules and Regulations under the Exchange Act) is not directly or indirectly the
holder of, or beneficially interested in, one percent or more of the issued shares of any
class of such company or of the voting rights avallable to members of the relevant
company (any such interest being deemed for the purpose of this. Bye -law to be a
material interest in all cnrcumstances),

(iv) any proposal or matters relatmg to compensatlon of the' Dlrectors (as a group),
including proposals or matters relating to indemnification of Directors (as a group) and
the provision of insurance for th_e benefit of the Directors (as a group); and

(v) any proposal or matters relating to indemnity of the Director or the advancement of
monies to him pursuant to Bye-laws 144 and. 145:.

POWERS AND DUTIES OF THE BOARD - . ‘

95. The Board may exercise all the powers of the Company except those that are requnred by the

Compames Acis or these Bye-Laws to be exerc1sed by the Sha:eholders fe—berrew—fﬂeney-&nd-te

PROCEEDINGS OF THE BOARD,

106. Notice of a meeting of the Board shall be duly given to a Director if prior notice of at least two
Business Days is given to him personally whether hy word of mouth or in any manner perrrutted
. bytheseByeLawssenHo—himhy-pe eourierreable ; ¢

s A Director may

waive notlce of any meetmg by attendmg the meetmg

1

SERVICE OF NOTICES AND OTHER DOCUMENTS o '

139.1 °  Any notice or ‘other document (mcludmg but not-limited to a share certificate, any notice of a general
meeting of the Company, any instrument of proxy and any document to be sent in accordance with
Bye-Law 132) may be-sent to, served on or delivered to any Sharcholder by the Company

139.1.1 personally, - -

139.1.2 by sending it through thc post {by airmail where applicable) in a pre-paid letter addressed to
such Shareholder at his address as appearing in the Register;

¥

a

- 139.1.3 by sending it.by courier to or leaving it at the Shareholder’s address appedring in the Register;

139.1.4 by, where applicable, by sendiné it by email or facsimile or other mode of representing or
reproducing words in a legible and non-transitory form or by sending an electronic record of it
_ by elecironic means, in each case to an address or number supphed by such Shareholder for
" the purposes of commanication in such manner; or

139.1.5 by publication of an electroni¢ record of it on a websxte and notlﬁcauon of such publication
(which shall include the address of the website, the place on the website where the document
may be found, and how the document may be accessed on the website) by any of the methods

A-T




set out in paragraphs 139.1.1, 139.1.2, 139.1.3 or 139.1.4 of this Bye-Law, in accordance with
the Companies Acts.

In the case of joint holders of a share, service or delivery of any notice or other document on or to one of the joint
holders shall for all purposes be deemed as sufficient service on or delivery to all the joint holders.

140.1 * Any notice or other document shall be deemed to have been served on or delwered to any Shareholder
" by the Company

140.1.1 if sent by personal delivery, at the time of delwery,

140.1.2 if sent by post, forty-eight (48) hours after it was put in the post;

140.1.3 if sent by courier or facsimile, twenty-four (24) hours after sending;

140.1.4 if sent by email or other mode of representing or reproducing words in a legible and
non-transitory form or as an electronic record by electronic means, twelve (12) hours after
sending; or

140.1.5 if published as an electronic record on a website, at the time that the notification of such
publicaticn shall be deemed to have been delivered to such Shareholder,

and in proving such service or delivery, it shall be sufficient to prove that the notice or document was properly
addressed and stamped and put in the post, published on a website in accordance with the Companies Acts and
the provisions of these Bye-Laws, or sent by courier, facsimile, email or as an electronic record by electronic
means, as the case may be, in accordancé with these Bye-Laws,

Each Shareholder and each person becoming a Shareholder for the Company subsequent to the adoption of these
Bye-laws, by virtue of its holding or its acquisition and continued holding of a share, as applicable, shall be
deemed to have acknowledged and agreed that any notice or other document (excluding a share certificate) may
be provided by the Company by way of accessing them on a website instead of being provided by other means

141, - Any notice or other document delivered, sent or given to a Shareholder in any manner permitted by

T these Bye-Laws shall, notwithstanding that such Shareholder is then dead or bankrupt or that any
other event has occurred, and whether or not the Company has notice of the death or bankruptcy or
other event, be deemed to have been duly served or delivered in respect of any share registered in the
name of such Shareholder as sole or joint holder unless his name shall, at the time of the service or
delivery of the notice or document, have been removed from the Register as the holder of the share,
and such service or delivery shall for all purposes be deemed as sufficient service or delivery of such
notice or document on all persons interested (whether jointly with or as claiming through or under
him) in the share.

142. Save as otlierwise provided, the provisions of these Bye-Laws as to service of notices and other
documents on Shareholders shall mutatis mutandis apply to service or delivery of notices and other
documents to the Company or any Director, Alternate Diréctor or Resident Representative pursuant to

these Bye-Laws,
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. other event has occurred and whether or not the Company has notice of the dcalh or bankruptcy or
other event, be deemed to have been duly served or delivered in respect of any Share registered in the
name of such Shareholder as sole or joint holder uniess his name shall, at the time of the service or
delivery of the notice or document, have been removed from the Register as the holder of the Share,
and such service or delivery shall for all purposes be deemed as sufficient service or delivery of such

INDEMNITY

(c) - 43144, Sub_;ect to the proviso below, every Dlrector, officer of the Company, member. of a committee
constituted under Bye-laws 101 and 102, any Resident Representative, and any liquidator, manager or
trustee for the time being acting in relation to the affairs of the Company (each such person.in such
capacity, an "Indemnified, Person") shall be indemnified. and held harmless out of the funds-of the
Company to the fullest extent permitted by Bermuda law against all liabilities, losses, damages or;

. expenses (including but not limited to liabilities under contract, tort and statute or any applicable law
or regulation and all reasonable legal and other costs and expenses properly payable) incurred or
suffered by an Indemnified Person which arise from or in connection with actions or mactlon;s of the
Indemnified Person while acting in such capacity, and the mdemmty contained in'this Bye-law shall’
extend to any person acting as a Director, officer, committee member, Resident Representative, or ..,
any liquidator, manager or trustee for the time being acting in relation to the affairs of the Company
in the reasonable belief that he has been so appointed or elected notwithstanding any.defect in such -+
appointment or election, provided always that the indemnity contained in this Bye-law;shall not,,
extend to any matter which would render it void pursuant to the Companies Acts.

(d) 144145.(a) Subject to Bye-law 144, every Indemnified Person shall be indemnified out of the funds of
the Company against all liabilities incurred by him as such Indemnified Person in defending any
proceedings, whether civil or criminal, in which judgment is given in his favour, or in which he is
acquitted, or in connection with any application under the Companies Acts in which relief from
liability is granted to him by the court.

i 4 - . A3

(b) To the extent that any Indemnified Person is entitled to claim an indemnity pursuant to these
Bye-laws in respect of amounts paid er discharged by him, the relative indemnity shall take effect
as an obligation of the Company to reimburse the person making such payment or effecting such
discharge.

() Expenses incusred in defending any civil or criminal action or proceeding for which indemnification is

" required pursuant to these Bye-laws shall be paid by the Company in advance of the final disposition of
such action or proceeding upon receipt of an undertaking by or on behalf of the Indemnified Person 1o
repay such amount if any allegation of fraud or dishonesty is proved against the Indemnified Person,

(€) 145-Subij he € _ : tindefendi il iminalaeti

proceeding for which mdemmficatlon is required pursuant to Bye-law 144 shall be patd by the
Company in advance of the final-disposition-ef-sueh-s ¢
mmw&mmmw&m%mﬁ%
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Bye-law 145 are madc to meet expendltures incurred for the purpose of enablmg such Indemmﬁed Person lo

properly perform his or her duties to the Company

146. The Board may arrange for the Company to be insured in respect of all or any part of its liability
under the provision of these Bye-laws and may also purchase and maintain insurance for the benefit
of any Indemnified Person in respect of any liability that may be incurred by them or any of them
howsoever arising in connection with their duties to the Company. This Bye-law shall not be -
construed as limiting the powers of the Board to effect such other insurance on behalf of the Company
as it may deem appropnate : .

CONSEQUENTIAL AMENDMENTS
{Note: this text is not part of thé Bye-laws)

Consequential amendment will be made to the Index and Cover Page of the Bye-laws together with other -
consequential and non-material changes as deemed necessary by the Board of Directors of the Company.
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PART1 :

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 Debtors”), 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 to December 9, 2003 mean Old GCL and its subsidiaries (collectwely,
the “Predecessor™), while such references in respect of time periods after December 9, 2003 mean GCL and its
SUbSldlaI‘leS (co]tecuvely, the “Successor™). .

LI}

We are a communications solutions prov1der 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 m:gratlon 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 Ave., 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 sharcholders, all of which we will make available free of charge
as soon as reasonably practlcable after such reports are electronically filed with or furnished to the Securities and
Exchange Commission (the “SEC”)

) As of March 1, 2007, we employed_ approxlm.llely 3,700 pcople of whom approximately 98% are full time
employees and the balance are part-time or temporary employees. We consider our employce relatlons to be
good, None of our employees are currently covered by collective bargaining agreements, other than
approximately 50 employees in the United Kingdor ‘UK. ' : )

In 2006, we contmued our. focus on being a premier prov1der of global data and IP services to enterprises,
continuing to assess performance and to allocate resources based on three separate operatmg segments. These
operating segments are “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, small business group
(“SBG™) and Trader Voice.” In light of the sales of our Trader Voice and SBG busmesses as disclosed below,
our “‘consumer voice, small business group and Trader Voice” segment now comprises only our consumer voice
and calling card businesses. For this reason, this segment is referred to as our “consumer voice” segment for the
remainder of this Item 1. See below in this Item 1, Itern 7, “Management’s Discussion and Analysis of Financial
Condition and Results of QOperations” 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
and geographic areas. ;

Prior to August 13, 2004, we owned a business segment engaged in the subsea cable instailation and
maintenance business: Global Marine Systems Limited (together with its subsidiaries, “Global Marine™). During the
third quarter of 2004, we completed the sale of Global Marine to Bridgehouse Marine Limited (“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 SB Submarine Systems Company Lid. (“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.



On May 3, 2005, we sold our trader voice business (“Trader Voice™), which provided services primarily to
the financial markets industry, to WestCom Corporation. We received $25 million of gross cash procecds from
the transaction, resulting in a pre-tax gain of $14 million. . I

On December 31, 2005, we completed the sale of our Small Business Group business (“SBG”™) to Matrix
Telecom, a Platinum Equity company, for approximately $38 million, resulting in a pre- and post-tax gain of
$14 miilion. SBG prov1ded voice and data products to approxrmalely 30, 000 small to rnedlum sized busmesscs in
the United States (“U. S .

On September 14, 2006, our subsrdlary GC Acquisitions UK Llrruted (“GC Acqu1s1tlons”) made a cash offer
10 acquire the entire issued and outstanding ordinary share capital of Fibernet-Group Ple (“Fibernet’), a provider of
specialist telecommunications services in the U.K. founded in 1986. Historically a competitor as well as one of our
larger carrier customers, Fibernet typically. serves organizations in the telecommunications, retail; financial services
and manufacturing sectors. On October 11, 2006 GC Acquisitions announced it had received acceptances. of its
offer in respect of 91% of Fibernet’s issued shares and declared the offer unconditional in ali respects. On
December 12, 2006, GC Acquisitions acquired all remaining outstanding Fibernet.shares. Total consideration for
the transaction including direct costs was approximately 52.million-pounds sterling (approximately $97 million). On
Becember 28, 2006 Global Crossing Finance (UK) Plc (“Finance™),:a wholly owned finance subsidiary. of Global
Crossing Telecommunications (UK) Limited (*GCUK™), issued 52 million pounds sterling. aggregate. principal
amount of notes pursuant to its indenture dated as of Decemnber 23, 2004, priced at 109.25 percent of par value for
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 GC Acquisitions: Fibernet is now a subsidiary of
GCUK: and a guarantor .of. 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™)- -, R

' On October 26, 2006 GCL and our submdlary, GC Crystal Acqu1smon Inc. (“GC Crystal”) entered into an
Agreement and ‘Plan-of Merger, as amended (the “Merger Agreement”), with Impsat Fiber Networks, Inc. (“Tmpsat”)
pursuant to which (i) the common shareholders of Inmipsat and holders of options to purchase common stock of Impsat
that are “in the money” will receive $9.32 in cash in exchange for their shares or for the cancellation of their options
and (ii) GC Crystal will merge with and into Impsat, with Impsat remaining as the surviving entity and a wholly-owned
indirect subsidiary of GCL.* Impsat is a leading provider of private felecommiinications, Internet and information
technology services to ¢orporate and government clients in Latin America. On February 14, 2007, GC Impsat Holdings
I PLC (“GC Impsat™), a wholly-owned indirect ‘subsidiary of GCL, issued $225 million’ of 9.875% senior notes due
2017 (the “Impsat Notes”) in connection with the acquisition of Impsat, in¢luding the' refinancing of debt. The
proceeds of this offering have been deposited into an escrow account for the benefit of the Impsat Notes noteholders to
fund the acqmsmon of Impsat. We expect the Impsat purchase to be completed before May 25, 2007 “after the
satisfaction or waiver of the’conditions precedent set forth in the- Merger Agreement, including the receipt of the
remaining regulatory approval in Venezuela. On February 22, 2007, the parties amended the Merger Agreenient to
extend (i) the date by which Impsat may terminate the Merger Agreernent subJect to our Tiglit to override that niotice
by responding with a waiver of the condition of receipt of Venezuelan regulalory approval, from February 22, 2007 10
March 15; 2007 (the “Initial Terinination Date™), and (ii) if the Initial Termination Daté hall pass, the date’ by which
either party may terminate the Merger Agreement, from March 26, 2007 to April 16, 2007, to allow for more'time to
satisfy the conditions precedent (the “Final Terinination Date™). On March 15, 2007, the parties further amended the
Merger Agreemént to additionally extend the Final Termination Daté to May 25, 2007, coincident with the date on
which GC Impsat is required to redeem the Impsat Notes at 100% of par vahie if the Merger Agreement has fiot
theretofore closed. The Initial Termination Date expired on March 15, 2007. Although the Impsat acquisition has'fiot
closed, we have included certain disclosures in this Form 10- K, specrﬁcally in Item IA “Rlsk Factors”, that we deem
to be relevant in llght of t.he penchng acqmsmon ’ B ‘

v

o b . LA . Ll
BusmessStrategy S L . . C e e e e e
‘Our strategy is focused on serving multinational enterprise, government and carriér customiers with TP and
high-performance networking solutions. Our core network connects more than.300 cities in 29 countries worldwide,
and delivers services to more than 600 cities in 60 countries on six continents around the globe, Our global sales and
support model matches our network footprint to deliver a consistent customer experience worldwide. We have
differentiating factors in four distinct areas—technology, security, support and control—that we believe add value
and position us to offer customized communications solutions that meet and exceed the needs of our customers.
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-, Since late 2004, we have executed a set of strategic initiatives intended to increase our focus on-our target
markets and on higher. margin global 1P and high performance network services. These included the divestment
of two businesses (Trader- Voice and SBG) in 2005 that were not focused on our target customer sectors. We also
accelerated the development of our direct and indirect distribution channels. Finally, we modified our objectives
and operating parameters with respect to our wholesale legacy voice business, which is now being managed with
an intense focus on margin and cash flow rather than top line revenue. These changes are intended to allow us to
manage and report performance based on our two key operating segments, have led to improvements in our
financial and operational performance and have siraplified resource and investment allocation decisions.

" The enterprise customer sector represents a signiﬁ'cam market for the provision of global IP services and
high performance networking solutions. Target customer sectors in this market include financial services, high-
‘tech, ‘healtheare / pharmaceéuticals, transportation and distribution, and research and education. The government
sector also représents a significant global market, as do the cable service and wireless service provider sectors.
We have aligned our direct sales channels around these target sectors and continue to develop alliances with
major systems integrators to effectively address the requirements of customers who, prefer turmkey or outsourced
solutions prowded by these industry participants. In addition to increasing our penetration of the worldwide
entcrpnse market, 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 expect this investment to continue and
to accelerate as additional services are delivered across the network.

+ Consistent with this strategy, we are investing our capital primarily on revenue-generating opportunities in
IP, collaboration and managed services, such as IP backbone, edge and transmission capability and customer
support systems. In addition, we strategically invest in network augments or demand-driven “smart builds” in
specific regions of the world where the demand for bandwidth is significant.

" We expect continuéd 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 increased adoption of broadband access to the
‘Internet by businesses and consumers. We expect the demand for high performance data communications to
continue to be driven by the introduction of more powerful computers and software applications, facilitating
higher download rates, and increased usage of e-mail, voice over Internet Protocel (“VoIP”) services, streaming
video, wireless local area networks, teleconferencing and other innovations. In addition, we expect global
enterprises 10 continue to outsource their networking needs as companies require networks that interact
intemally, 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 moblle data apphcatlom Fmally, we expect connnuauon of the industry shift of business applications to
IP-based pldtforms

The competitive landscape in the telecommunications industry is changing rapidly, 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 and
redundancy Our existing customer base, capabilities and extensive network of suppliers globally position us as a
viable global alternative provider. In addition, our corporate development activities have been focused on
accelerating the growth of our eaterprise, carrier data and indirect channels and carrier voice segments. In that
regard, on December 12, 2006, we completed the acquisition of Fibernet, a provider of specialist
telecommunications services in the U.K. On October 26, 2006, we entered into an agreement to acquire Impsat, a
leading provider of private telecommunications, Intemet and information technology services to corporate and
government clients in Latin America. We expect the Impsat purchase to be completed before May 25, 2007 after
the satisfaction or waiver of the conditions precedent set forth in the Merger Agreement, including the receipt of
the remaining regulatory approval in Venezuela. We continue to analyze potential corporate development
opportunities in the telecommunications sector that would increase our scale and efficiency and/or expand our
product sets and network reach.



We believe that the factors listed below provide us with competitive advantages in our “enterprise, carrier
data and indirect channels” and “carrier voice” segments. In light of the sales of our Trader Voice and SBG
businesses, our former “consumer voicé” segment is insignificant to our overall operations and we are no longer
marketing these services to prospective customers.

Technology and Innovation

The GCL network has been purpose-built to provide global IP solutions.

We provide quality of service guaranices on a premises-to-premises basis globally, backed by
demonstrated performancc

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

We enable carriers and’ other service providers to leverage the strength and breadth of our service
portfolio and network to help them respond to the voice, video and data needs of their customers. We

" have enabled our enterprise product suite to operate with that of incumbent carriers and other service

providers, allowing them to address customer requirements outside their service territofies. This

effectively increases our distribution capability and increases utilization on our network.

S‘ecurity

We have the demonstrated ability to manage secure environments and have held clearances to handle
sensitivé traffic for the U.K. Government since 1989, including receiving in 2006 U.K. pan-government
accreditation from the Cabinet Office’s, Central Sponsor for Information Assurance, for its dedicated
government MPLS network and the for the Customer Network Operations Center. ’

Our continued compliance with a precedem-semng Network Security Agreement with the U.S.
Government ensures that the operation of the U.S. portions of our network meets stringent requirements
for physical, loglcal and network security..

The GCL network features advanced denial of service detection and prevcntlon mcludmg sophlsncatcd

monitoring, filtering and reportmg tools.

Customer Support

The GCL network is monitored from multiple, global network operating centers 24/7, providing
redundancy and serving as a single point of contact for all service matters.

We routinely survey our customers with an independent polling'_agcm to help us identify opportunities
to improve service. These surveys reflect customer satisfaction ratings that are among the highest in the
industry in network performance, account support, service activity and billing assistance.

Control

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

Our strategy also calls for reductions in our cost structure, including our direct operating costs and' third
party access costs. Our initiatives to feduce access costs include network optimization, infrastructure
improvements, customer migrations, use of altematwe termination provrders and other traditional means such as
revenue assurance and dispute resolution.

Overview of Our Business

We are a communications solutions provider, offering a suite of IP and legacy telecommunications services
using a global IP-based network that .directly connects more than 300 cities in more than 29 countries and
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delivers services to more than 600 major cities in more than 60 countries around the world, We serve many of the
world’s largest corporations and many, other telecornmunications carriers, providing a full range of managed data
and voice products and services.

The services we provide include data services, voice services and collaboration services. These services are
built around a streamlined global service delivery model intended fo 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.

Service Offerings in Er;t.%}'pﬁse, Carrier Data and Iridireqt Channels Segment

~ - The following is a brief description of the key service offerings in our “enterprise, carrier data and indirect
channels” operating segment, which accounted for approximately 67% 35% and 43% of our consolidated
revenues in 2006, 2005 and 2004, respectlvely

© Data Services - - o - . :

Qur enterpnse carrier data and indirect channels Operatmg segment offers a broad range of
telecommunications services that provide data and network interconnectivity to wholesale and enterprise
customers, capacity services and access services. In the aggregate, data services accounted for
approximately 62%, 59% and 58% of this segment’s revenues in 2006, 2005 and 2004, respectively. Qur
data 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
key areas such as end-to-end network availability, guaranteed time of mstallatmn and mean time to restore.

1

Our data services mc]ude the following: _ . . :

*  Converged IP Service: One Port Any Service:” An IP bundle delivered over a cominon IP service
] architecture and single access connection where voice, video, data and multimedia are managed and
© delivered as apphcauons over a VPN. oo ' :

. IP VPN Service: A feature-rich IP VPN solution that offers enterpnses and carriers three classes of
service and multiple access options using a highly secure platform and features service level agreements
for latency, packet delivery, jitter and availability.

L] ’ a

*  Remote VPN Access Allows enterprises to extend the reach of their wide area networks by supporting
secure connections for multiple users over Internet Service Providers (“ISP™) worldwide.

* Mobile IP Connect: Introduced in 2006, this service provides customers with remote access through
global dial, WiFi and broadband Internet access while providing end point security policy management
to corporate network information from anywhere in the world.at any time.

* Global Crossing Ethernet Services: An Ethernet based suite of services including Ethernet IP, a

’ premises-to-premises service that provides a simple, cost-effective alternative to long haul private line

service, with pricing that is not distance sensitive. Ethersphere Service provides point to point, point to

multi-point and multi-point to multi-point Ethernet connectivity up to 500 megabits per second (“mb™),

available in more than 30 points of presence (“PoPs™) within the U.K. Etherline Service provides point

" to point Ethernet connectivity up to IOOOmb (Gigibit) Ethemet avallable in more than 70 PoPs within
“the UK.

* Internet Access Services: Includes Dedicated Intemet‘Access for enterprises and IP Transif for carriers
and ISPs. These services provide always-on, direct high-speed connectivity to the Internet at a wide
range of speeds with connectivity to all worldwide domams and peering locations connected in Europe,
the U.S,, Latm America, and Asia. -

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

»  Managed Solutions: These services support I[P VPN, Internet Access, Frame Relay and ATM. Our
managed solutions include pre-sales engineering and customer premises equipment demgn equipment
procurement, provisioning and installation, and network monitoring and management featuring global
service level agreements. We also provide ongoing end-to-end customer premises equipment angd
network management and maintenance support for corporate locations in Europe, the U.S., Latin
America and Asia. ' ' B '

»  Managed Security Services: These services provide customers with the critical expertise and vigilance
requ1rcd to maintain the security of networks connected to the public Internet combined with the
.+ experience and ability to provision and maintain services world-wide. Global Crossing has partnered
with the industry leader, VeriSign, Inc., to provide managed security services including Firewall,
Intrusion Detection, Intrusion Prevention and Network Security Scanning and Analysis. - - e

+  Managed Optical Services: Networking solutions for campus, metro, and wide-area data center
interconnection. Customized for each customer, they provide the performance and flexibility necessary
to extend and connect distributed data center and storage environments across metropohtan area
networks and wide area networks within the UK. '

. Transport Services: International Private Line Service and Wavelength Services provide sécure
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
wide range of speeds, including 2.5 gigabits per second (“Gbps”) and 10 Gbps. Our Metropolitan Access
Network Service brings our worldwide network capabilities to the customer’s premises in 25 major
metropolitan markets across North America and Europe. Our Global Crossing Carrier Rings are
specific metro networks in Frankfurt and London extending to many of the most popular telehotel
facilities and private operator premises providing voice interconnections on a secure private
synchronous digital hierarchy (“SDH”) network. Global Crossing 1P Carrier Ring is an extension of the
London Carrier Ring providing a high volume gateway between time division multiplexing (“TDM™)
traffic using SS7 signaling and IP traffic using session initiation protocol (“SIP”). It allows members
with VoIP services to exchange traffic with TDM members, as well as allowmg current membcrs to
convert their TDM traffic to VolP. '

o  Collocation Service: Allows for the housing of customer equipment within a Global Crossing PoP in
order to interconnect with our fiber-optic backbone. Coltocation delivers improved provisioning speed,
stability and security for critical network requirements. - . - e

v

Collaboration Services } ) .

Our “enterprise, carrier data and indirect channels” segment offers a full range of collaboration
services, including the audio, video and Web conferencing services described below. Collaboration services
accounted for approximately 10%, 10% and 8% of this segment’s revenues.in 2006, 2005 and 2004,
respectively. . . .

Our collaboration services include the following: -

s Videoconferencing Services: Provides video over IP and integrated services digital network (“ISDN”)
platforms, using multipoint bridging to connect multiple sites. Our iVideoconferencingSM 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, recordmg and hybrid meenngs 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
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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.

. Web Conferencifig: Ready-Access Web Meeting is fully integrated with Ready-Access audio
conferencing for on-demand collaboration, allowing customers to mangge their calls on-line, change
account options, share presentations with participants and record entire meetings, mcludmg v:suals
eMeeting is a full-featured Web conferencing application that allows customers to coliaborate and share
documents, presentations, applications, data and feedback with polling and instant messaging features.

! ta o *

Emerprrse Voice Serwces

’

0ur enterpnse vorce services include switched and dedicated outbound servnces local serwces and
inbound voice servicés for domestic and internatiorial long-distance traffic, toll-free enhanced routing
services, and commercial managed voice services, all offered via traditional TDM or VolP interconnections.
During 2006, 2005 and 2004 we carried more than 6.3, 5.8 and 6.4 billton minutes of enterprise voice traffic
over our global voice network. ‘Voice services accounted for ‘approximately 28%, 31%, and 34% of our
“enterprise, carrier data and indirect channels™ segment’s revenues in 2006, 2005 and 2004, respectively.

Our dedicated enterprise voice services feature end-to-end service level agreements that apply globally
and guarantee service availability anng our network as well as through local access circuits. The service
level agreements support three key areas end to-end network avallablhty, guaranteed time of installation

and mean time to restore.

We offer a complete sune of enterpn*.e VolP services, rephcatmg the ‘full functionality of our
traditional TDM portfolio. Ouir VolP Solutions are offered in a managed or non-managed environment, to
meet the calling needs of our chents

Our enterpnse votce servtces mclude the followmg

*  VoIP On-Net Plus: Our award-winning voice VPN offer, provides enterpnses the ability to connect all
of their dedlcated locations .to Global Clossmg and send IP or TDM on-net traffic for completion,

eliminating tradltlonal long distance charg{,s . ¢

*  VoIP Outbound: Receives the customer’s ongmatmg voice trafﬁc in IP format for worldwide
termination. We_ are licensed to provrde outbound services in 28 countries and have national and
international dialing capabilities.

* VolP Toll Free: A voice inbound service that receives originating traffic in tradluonal TDM format and
converts it to IP for termination to the customer

*  VolIP Local: Provides local VoIP. service and dlal tone in46 U, S markets and 10 countries. ¢

s VoIP Ready Aécess®: Adds our Ready-Access® audio tonferencing service as a feature of VoIP On-Net
Plus and VoIP Qutbound giving users an efficient and convenient way to combine the value and ease of
an on-demand audio conferencing service with the cost savings of VolP.

»  VolP Community Peering™: Provides VoIP Qutbound and VoIP On-Net Plus customers increased
communication efficiencies among particular communities .of interest and usage free long distance
calling to Global Crossing VoIP Local Services™ local numbers.

.

- VoIP Integrity Service: Launched m 2006, 1t enables customers to monitor and: manage their’ VoIP
’ apphcauons through uCommand. : " '

4 . ' . ' L

Service Offerings in Carrier Voice Segment

Our carrier voice operating segment includes switched and dedicated outbound and inbound voice services
for domestic and international long-distance traffic, direct-inward-dialing (“DID™) transport and toll-free
enhanced routing services all offered via traditional TDM or VoIP interconnections. This segment accounted for
approximately 33%, 40% and 50% of our consolidated revenues in 2006, 2005 and 2004, respectively. During
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2006, 2005 and 2004 we carried more.than 39.8, 45.5 and 59 billion minutes of carrier voice traffic over our
global network. As with our enterprise, carrier data and indirect channels segment, our carrier-voice segment
features end-to-end service level agreements that apply globally and guarantee service availability along our
network as well as through local access circuits.

Our suite o_f voice services serving the Carrier Voice Segment includes the following-VoIP packet-based and
TDM offers:

+

. Ombound Service: Provides the ability to place in-country, long distance, and international calls either
via traditional TDM connections or via VolIP interconnection,

* Local Service: Provides local origination, or direct inward dial numbers (DID/DDI}, whlch are then
routed to the customer’s VolIP network either through a SIP-based IP interconnection or via traditional
TDM connections.

"« Switchless I+ Service {North America). Global Crossing Nationwide Origination Service (NOS)
provides nationwide origination and termination to more than 240 international destinations.

« Indiréct Access Service (Europe): Provides competitively priced voice termination 'to more than
400 destinations, including U.K. and U.S. national termination. :

»  Toll Free Transport Service: Supports the inbound toll free calls from the Noith Amencan Dialing Plan
either via traditional TDM connections or via VoIP interconnection,

»  PowerCall UK Transit (Europe): Provides customers a cost-effective UK. presence by publishing
distinctive U.K. telephone numbers with preﬁxes that callers immediately recognize as Freephone local
or national calling options.

s  Carrier VoIP Enterprise Connect Service: Enables carrier customers to expand their network reach in
North America by having Global Crossing install services directly at end users’ locations.

¢« Pre-Selection Service (Europ'e.): Global Crossing’s Carrier Pre-Selection (CPS) service delivers a high
quality, competitively priced voice termination service to more than 400 destinations. CPS combines the
benefits of routing reliability with the quality of the Global Crossing global voice network.

*  One Rate Service (Europe): Global Crossing’s One Rate'Service is a special pricing and billing option
for high-traffic volume customers looking for high quality voice termination in the UK.

Service Offerings in Consumer Voice Segment

Our consumer voice operating segment accounted for approximately 0.4%, 5% and 7% of our consclidated
revenues in 2006, 2005 and 2004, respectively. With the sales of Trader Voice and SBG in 2005, this segment
now comprises,only our consumer voice and calling card business, This business is not significant to our overall
operations and we are no longer marketing these services to prospective customers.

Sales and Principal Customers

We focus 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 more than
21 countries. Our enterprise, carrier data and indirect channels segment targets the following sectors: financial
services, high-tech, healthcare/pharmaceuticals, transportation and distribution, research and education, systems
integrators and global multinational corporations. Qur carrier voice segment targets resellers, fixed and mobile
telecom carriers, cable service providers, and ISPs.




., Our. enterprise, carrier data, and indirect channels operating segment currently employs approximately
679 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.,

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

+ Global Enterprrse Indirect ‘Sales Channel: Through the 'indirect enterpnse sales channel we target
* systems integrators and apphcatlon service prov1ders using dedicated sales and support personnel ini our
; 'Global Partner and System Integrator (“SI”') Programs that reciuit, train and provide on-going support
' for these indirect partners who offer our’products and services dlrectly to their end user enterprise and
govemment customers. -At this time, we have more than 50 camers in our Global Partner Program
* offering our Fast Track Servrces ‘and’ more "than 20 SIs WIth whom we are offerlng solutlons to ‘the
“enterprise market, A ' ' AT f

* Carrier Data Sales Channel: Through the carrier data sales channel, we focus on local, national and

c global cabie and w1re1ess telecommumcauons carriers and on fac1ht1es and non -facilities based resellers
. b
. Co!laboranon Sales Channei Th1s channel is used 0 offer audlo video and ‘Web-based conferencmg

services to enterprises and both governmental and non-governmental, organizations. - '

Although our enterpnse carrier data and indirect channels segment enjoys a large and globally dispersed
customer base various agencies of thé UK. Government together represented approx1mately 20% 21 % and 22%
of this segment 5 revenues in 2{)06 2005 and 2004 respectrvely G :

S TR S S R P

‘Our carrier’ voice operating’ segment ‘currently employs approximately ' 155 sales: and sales support
employees worldwide. This channel targets local, national-and global cable and wireless telecommunications
carriers and facilities and -non-facilities based reséllers in North:America;‘Latin America, Europe and the Asia/
Pacific region.

OurNetwork L . Lot SR -‘:]L I I
Our network consists of a ‘series of assets ‘that operate servrce platforms which enable us to create and
delrver vanous protocol-based data and vorce servrces in major busmess centers throughout the world. We

monitor and provide surveillance utlltzmg a sutte of operattonal support systems (“OSS”) to provrsron and
mamtam thrs network worldwide. " e

‘e - ’\ .
T S R Y !."; ]

At the base of our nétwork are subs€a and- terrestrial ‘fiber-optic cables that’ corinect” and” cross North
Ameriéa, South América, "Eurdpe and a portion of the Asia/Pacific reg1on which we either own or hold” under
long-term indefeasible rights of use (“IRUs") from other carriers.-Theseé fiber-optic'assets and relafed équipmént
(the “GC Fiber Network™) provide seamless, broadband connectivity to 29 countries through a combination of
subsea cables, national and-international networks and metropolitan networks,, ». .. . RS

P T T T L B ' "
In. addltron to the GC Frber Network we own~network ,switching and routmg equrpment that provrdes us
with the ability to monitor and manage trafﬁc Jover fiber-optic assets leased by us on a non-IRU basrs We refer

to these portions of our network, together with the GC Fiber Network as the “Core Network » LT ey,

The Core Network has approximately 800 PoPs in more than 300 cities throughout the world (“Regional
PoPs”). As described below, more than 500 of these Regional PoPs are located on the GC Fiber Network and
house transmissiori’ add/drop multiplex equtpment (devices similar to routers that can add ot drop signals) that we
own (“GC Fiber Regronal PoPs”) The rematnrng Regrona] PoPs are Iocated on leased transmrsswn facilities!- + »

oo o H ot 4 PERY /B S

The:North Amencan network portlon of the GC Fiber Network comprises. appr0x1mately 18,000 route miles
of fiber in the U.S. and Canada, most of which consisis of IRUs ‘infibers purchased from other carriers. It has
approximately 170 GC Fiber 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 IP, synchronous optical network (“SONET"), and ATM backbones all _traversing
2.5 and 10 Gbps dense wavelength division multtplexmg {("DWDM") transrmssron systems AP, SONET and
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ATM are methods of sending audio, video and computer data at the same time over one high-speed digital line.
DWDM technology makes it possible to simultaneously transmit data at more than one wavelength thereby
. allowing the transmission of multiple signals through the same fiber at different wavelengths.

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 on
an IRU basis. This network has approximately 70 GC Fiber 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. Qur network assets in Germany have increased as a
result of our Fibernet acquisition. Fibernet operates a metropolitan network in Frankfurt, the principal financial
center in Germany. This network is being incorporated into our existing metropolitan network in Frankfurt.

. ‘Prior to the Fibernet acquisition, the GCUK portion of the GC Fiber Network comprised approximately
6,600 route miles of fiber. This network had approximately 270 GC Fiber Regional PoPs, approximately 160 of
which interconnect to local network providers. The GCUK network carries voice, data and private line services
over IP and ATM/Frame Relay backbones, all traversing DWDM and SDH transmission systems.

Ow UK. network assets have 1ncreased asa resu}t of our Flbemet acquisition. Fibernet operates more than
115 PoPs in more than 50 towns and cities across the U.K. within its 3,470 route miles national fiber-optic
network. Of this, approximately 2,982 route miles comprise its intercity network and 497 route miles comprise
its various metropolitan networks. Fibernet's intercity network provides additional capacity on substantially the
same network footprint as GCUK’s_network. We are in the process of analyzing our combined national network
for opportunities to consolidate infrastructure and remove redundant facilities and reduce operating costs.

The subsea network portion of the GC Fiber Network consists of six fiber-optic cable systems owned by us:
Atlantic Crossing-1 (“*AC-1"), 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 UK. and
Ireland. SAC s integrated with an approximately 1,500 mile terrestrial route connecting Argentina and Chlle
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 pmnts on
three continents: North America, South America and Europe. These are all two or four fiber strand pair cables
equipped with 10 Gbps DWDM transmassnon 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 GC Fiber Regional PoPs in the Latin America and Caribbean regions.

[}

Our network assets in the Asia/Pacific region and those connecting the U.S. to this region includé both IRUs
and leased circuits on multiple subsea systems. We operate Regional PoPs in Hong Kong, Tokyo, Singapore and
Sydney. Each of these PoPs supports Internet access, IP VPN, ATM and Frame Relay services, with Hong Kong
also supporting VoIP services. Our Core Network includes IRUs and leases of trans-Pacific capacity on the PC-1
fiber-optic cable system, which is owned by Pacific Crossing Limited, a former subsidiary of the Company
(“PCL”).

On May 4, 2006, we announced plans to extend our ‘network to Costa Rica. Costa Rica will gain direct
access to-our global network through the extension of our Pan American Crossing (PAC) system, ‘which runs
along the west coast of Central America from Panama to Los Angeles, at the Unqui cable landing point in
Esterillos, Costa Rica. The project received governmental approval on December 22, 2006, and construction is
expected to be completed as early as first quarter 2008.

Our IP network consisis of a service layer running on the Core Network and utilizes a single Autonomous
System Number (“ASN”). We have approximately 96 distinct IP hubs, approximately 29 of which contain a
VoIP presence and approximately 40 of which have public of private peering interconnects. The single ASN
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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 glebal 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 and Juniper devices at the edge of the
network. The network is considered a Tier | backbone and is quality-of-service enabled, which allows different
types of data to be assigned different priorities, such that, for example, voice can always have priority over IP
VPN and Internet traffic. The network carries approximately 430 Gbps of total IP traffic, of which 3.6 Gbps is IP
VPN and 10 Gbps-is voice traffic, representing approximately 2.5 billion minutes of VoIP per month, or
approximately half of all our voice minutes. OQur VoIP platform is fully compatible with our TDM network.

_ We operate our Core Network from three primary network operations centers. The Global Network
Operations Center in London manages our subsea cable systems and our European and UK. networks. The North
America Network Operations Center, located in Southfield, Michigan, manages the global voice network and the
North- American transport network, The ‘Global Data Services Network Operating Center, located in Phoenix,
Arizona, manages the global IP and Frame Relay/ATM networks. In addition, we have a small network operating
center in New York City that provides redundant IP and ATM network management capability. -

Together with' those locations c'oqnected' directly by the Core Network, through network to network
interface agreements with other service providers, we deliver services to more than 600 cities in more than 60
countries worldwide. ‘Our terrestrial network in South America will increase significantly if the expected
acquisition of Impsat is consummated. The Impsat network is a fully-integrated terrestrial fiber opti¢ network,
with long-haut, high-capacity fiber optic backbones and capacity on undersea cable systems extending over 5,460
route miles, enabling connections between and among major Latin Amencan countncs including 15 data center
facilities covering more than 620 route miles.

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 the 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. Governmeiit to address the U.S.
Government’s national security and law enforcement concéms. The Network Security Agreement is intended to
ensure that our operations do not impair the U.S. Government’s ability (1) to carry out lawfully authorized
electronic survéillance 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
infrastructure 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 execution, we have undertaken a number of operational improvements in order to ensure full
implementation of, and compliance with, the Network Security Agreement. These improvements relate to
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 to 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, “Diréctors 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.
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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 two technical audits and did not report any areas of material non-compliance with the Network
Security Agreement in either audit.

T X .. TR . . . . , '
- . . ' ' . - . . . . "

Competltlon AR ! y

L ot s : . '

The telecommumcaltons 1ndustry is mtensely competitive and has undergone srgmﬁcant change 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. In the last five years, a number of these
competitors have attempted to reorganize, or have 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
| Telecommumcattons 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 proyision of. commumcatrons seryices in t.he U.S., these
effects, together with new techno]ogles such as VoIP, and the. tmportance of data serv1ces have blurred the
distinctions among tradtttonal communications markets and have reduced barriers to .entry.in various lines of
business. Efforts to ltberallze markets around the world have produced similar results. ln Europe, the new
regulatory framework adopted by the European Commyission attempts to treat all commumcatlons 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 consrdenng policies that would exempt VoIP services from many of the ‘traditional forms of
regulation. -

+ REYS
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Many of our existing and potennal competltors have 51gmf cant competitive advantages mcludlng greater
market presence, name recogmtlon and financial, technological and’ personnel resources, superlor engtneenng
and marketmg capabilities, more ubtquttous network reach, and significaritly larger installed customer bases.
Many of these advantages are expected to increase wrth the recent trend toward COI]SOllddllOIl by large industry
partlclpants desptte certain regulatory changes or conditions tmplemented in response to such consolldauon in
order to mitigate the 1mpact on non-dominant camers such as ourselves

'

¢

The followmg sumnidrizes the competition we face by type' of competttor Those who prov1de voice
services compete in all segments whereas those that provrde data only ¢ompete in the enterpnse carrier data and

Y,

indirect channels segment.

Incumbent Carriers . . . . e o S s

* In each market that we serve, we face, and expect to continue’ to face, sigiificant competition from the
incumbent carriers, 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 Ttalia, Telef6nica, Telstra Telmex a.nd Deutsche Te]ekom e

. N M . ' t + s ' * "

We compete with' the incumbent carriers onthe basis of product offerings, price, . quallty, capacity. and
reliability of network facilities, technology, route diversity, ease of ordering and customer service. Because our
fiber-optic systems have been recently installed, 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 carfier networks. However, the incumbent carriers::may, have long-standing

relationships with their customers and provide those customers with various transmission and switching services
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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. o

Other Voice Service Competitors

In the U.S., the local incumbents dominate the market for loca! voice services and are among the strongest
competxtors in the long distance voice services market. In ‘addition, we face, and expect to continue to face,
competmon for local and long distancé voice telecommunications services from hundreds of other companies
that compete in the long distance marketplace in the U.S. Out31de the U.S., the local incumbents dOmmate the
markets for local and long distance v01ce Services. ‘

Other Data Service Ccmpett'_mrs ' . .

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 pic, Colt Telecom Group
plc, Equant N.V. (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 competitor$ that provi&e 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 Corporanon) Genesys Conferencmg and Premiere Conferencing.

3

Other Business Competitors

In addition to the above providers, we have other competitors, inc]uding XO Communications, Level 3 and
IDT Corporauon which are companies that deliver bandwidth-enabled services mtemanonally on recently built
terrestrial and subsea ﬁber—optlc networks. -

Regulatory Overview

The construction and operation of our facilities and our provision of telecommumcatlons serv:ces sub_]ects
us to regulation in many countncs throughout the world

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. The two aspects of the federal/state regulatory scheme that most affect the Company’s
operations are those provisions governing: (1) the cost that the Company must incur for access to local exchange
facilities to originate and terminate traffic; and (2) 1o a lesser extent, the costs of and parameters governing local
competition. " . - L . "

U.S. Federal Regulation

The FCC exercises _]LlrlSdlCthl‘l ovér our interstate and mternatlona] services and, fo some extent the
construction and operation of our facilities. We have’ authority from the FCC for the installation, acqu1smon and
operation of our U.S. network and for the provision of international fac1ht1es—based services.

Regulation of the Cost of Access

The FCC and the states regulate the rates that incumbent local exchange carriers (“ILECs™) and competitive
local exchange carriers (“CLECs", which, 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 that LECs impose upon us consist of both usage-sensitive switched
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access charges and flat:rated transport-and special access charges. With respect to their access services, the FCC
regulates ILECs as dominant'carriers. The.Company also may enter into carrier-to-carrier contracts with other,
principally long-distance, carriers to transport and terminate our traffic.-These latter atrangements are typically
not subject to tariff regulation.

. ILECSw;tchedAccess Charges =+ = - ' AR :

+

The LECs assess usage—sensmve sw1tchecl access charges for the use of their sw1tched fac1llt1es to originate
and termmate swnched ‘traffic. In 2000, the FCC estabhshed a regime to govern the prov1sron of switched access
services by the ILECs over a five- -year penod (the “CALLS Plan™). Under the CALLS Plan, usage sensmve rates

- were decreased. over time in favor of increases in end-user charges and a transitional preterred interexchange

carrier charge. 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 continie 16 asséss it.
The CALLS Plan expired in-2005 and the FEC is considering proposals to govem access charges prospecttvely
(see'lmercarrter Campensauon Reform, below). [RERENE: . Coe

ol [ TIPS LA T + oL
ILEC Special Access Charges

The FCC currently regulates ILEC flat-rate transport and special access charges under the terms:of its
Special Access Pncmg Flexibility Order, adopted in 1999 Under the Special Access Pricing Flexibility Order,
ILECs are afforded two dtfferent levels of. pricing ﬂex1b1hty depending upon the extent of deployment of
alternative facrlmes within pamcular Metropohtan Statistical Areas (“MSAs”) The ILECs have been gr:fnted
Type I (or the more limited form of pricing ﬂex1b1hty) in most MSAs in the country and have been granted Type
11 pricing flexibility in a lesser number of MSAs. .
t-+ 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 special 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. The Company cannot predict
tl}e !{‘)ptcome‘of this_pr{oceedipfgz' ) o,

The AT&T and BellSouth combination was approved with material ‘condit'i'ons,' includirig 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 theirespective 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. :

""'ﬂ})l‘_..'-‘Ia'é_,,.-' i ‘,'._,'t°- . o ot : i

" LECAccess Charges T .o T

Unhke 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 1tr only provides a _portion of the access service involved, i.e., in the case of jointly-provided access
serv1cesr Thé FCC also permtts CLECs to aggregate the’ traffic of other camers e.g. toll-freé calls originating
fiom  wireless subscnbers although in this ctrcumstance the CLEC is only permiitted to cha:ge for those
portions of the access service it actually provides. *

1nl

’Wtreless Access Charges

R AT £ T . - . r
“+ #The FCC has adopted & mardatory detanfﬁng regime for access services that wireless carrier$ wish to
provide..Wireless carfiers 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. . .
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Regulation of VoIP Traffic .

The FCC has addressed the subject of the jurisdictional nature of and access charges applicable to VoIP
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 VolIP traffic prospectively.

In February 2004, the FCC concluded that Pulver.com’s “Free World Dialup” service, Wthh does not make
use of the public switched telephone network (“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 1P 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
Junisdictionally 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 FCC did not decide in the Vonage
Order. issues such as the intercarrier compensation regime governing VoIP traffic, emergency services
obligations, universal service obligations and service quality regulation of VoIP services. The Vonage Order is
subject to judicial review and the Company cannot predict the outcome of this judicial proceeding.

Additional petitions governing various aspects of VolP services are currently pending before the FCC. In
addition, the FCC has issued and received comment on a Notice of Proposed Rulemaking regarding how VoIP
(or IP-enabled) services should be regulated.

In June 2005, the FCC concluded that VoIP service providers must support enhanced 911 emergency
dispatch services or cease marketing VoIP services in areas where they cannot be supported. In September 2003,
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 VolP 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 VolP providers and for an interim
two quarter period, their underlying carriers, must contribute to the federal universal service fund (the “FUSF”).

Ho : ’
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 govemmg the level of such compengation, although the spec1ﬁc 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 the Company {(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 charges are also bemg examined in the FCC’s Intercarrier Compensation proceeding,

Because interstate and intrastate access rates often differ significantly, there are a number of disputes
involving the Company (and others) regarding the jurisdictional nature of access traffic. For example, petitions
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filed by the Company and Southwestern Bell are currently pending before the FCC (on referral from the U.S.
District Court for the Eastern District of Missouri) relating to the jurisdictional nature of traffic that originates
from wireless subscnbers that the Company carries.

' LoF

Intercarrier Compensation Reform

As described’ ‘above, the current régime govemmg intercarrier compensatlon consists of a patchwork of
different and inconsistent regulation dependmg upon such factors as the provxder 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 intercarriér‘compensalion The FCC received numerous
comments on the subject. On March 3, 2005, the FCC released a Further Notice of Proposed Rulemakmg
requesting further comment, mcludmg both ‘comprehensive proposals and other measures to reform the current
intercarrier compensation schemes. The Company cannot predict how the FCC and/or the courts will uitimately
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 2006, the Company expensed approximately $19 million related to payments to such
funds. In 2006, the FCC extended universal service funding obligations'to VolIP service providers as well, as
noted above. There are numerous Ttegulatory and legislative efforts to reform universal service funding
requirements and ‘the Company cannot predict the outcome of these efforts. The Universal Service
Administrative Company is in the process of conducting an audit of the FUSF payments of Global Crossing
Bandwidth, Inc., our North American wholesale services subsidiary. We cannot predict the outcome of this audit.

-

Local Competmon

The 1996 Act substanually 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 Triénnial 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 the Company obtains
from TLECs 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, thé U.S. Court of Appeals for the District of Columbia Circuit upheld the Triennial Review Remand
Order. The Company cannot predict the outcome of any subsequent FCC proceedings. -

U.S. State Regulation

State regulatory comrmissions retain ]unsd1ct10n over our facilities and services to the extent they are used to
provide intrastate communications. We are subject to direct state 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.

Most states require us to file tariffs ot 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 SUb_]EC[ to price cap or to rate of return regulation in any state in which we
currently provide service. -
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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,

International Regulation :

Our construction and operation of telecommunications networks and our provision of telecommunications
services in foreign countries require 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 equivalent in foreign jurisdictions) 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 in other countries at the national, state, provincial, and local levels.

Europe

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 licenses and/or 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 righis 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 Authorisation Directive and the
package of related Directives apply in such countries with effect from their accession date,

At the present time, not all of the 27 EU Member States have adopted all the changes to their national laws
to implement the EU’s telecommunications-related Directives. On February 20, 2006, the European Commission
published its findings in relation to the extent that Member States had transposed the regulatory package into
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national law and several infringement proceedings have been opened against various Member.States throughout
2006. The February 2006 report also identifies several sngmﬁcant developments in relatlon 10 relevant markets.
As has been identified, various market review exercises “that are requ1red to be held 'in each Member State
following its enactment of the new legal framework have not yet been concluded. Howev er, once the market
review procedures are concluded at the Member State level, new suites of regulatory remedies wrll be adopted
with the aim of putting in place specific measures to rectify perceived market failures.

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 June 29, 2006 the European Commisston adopted a Staff ‘Working Document,* outlining 'in détail
possible changes to the regulatory framework, and an associated Impact-Assessment. Together with several
experts’ studies, these documents launched a formal- public consultation process reviewing the regulatory
framework for electronic communications. Within this review, the European Commission is considering ways of
dealing with perceived enduring bottlenecks in the access market and possrble changes to the recommendatlon on
relevant markets. : T "

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
wholesale 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 was not completed during 2006, some significant progress was made towards this end. -

+
»

OFCOM has aiso recogmzed the need to, 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. o - . : -

Asia

The status of llberahzauon of the telecommumc:attons regulatory reglmes of the Asian countries in which
we operate or intend to operate vanes Some countries allow full competition inthe telecommunications Sector,
while others limit competition for most services. Slrmlarly, some countries in Asid maintain foreign 0wnersh1p
restrictions which hrmt the amount of fore1gn direct investment and requtre foreign companies to seék’ local Jomt
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 issues, such as regulation of incumbent providers, interconnection, unbundiing of local loops, resale of
telecommunications services, offering of voice services and pricing have not been addressed fuily or at all. We
cannot accurately predict whether or how these issues will be resolved and their impact on our operations in Asia.
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Latin America

Our MAC, PAC and SAC fiber-optic cable systems connect to Latin America. In connéction ‘with the
construction of these systems, we have obtained cable landing licenses and/or telecommunications licenses in
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.

As in Asia, 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 te]ecomrhunicz_itions 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, tesale 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.

ITEM 1A. RISK FACTORS

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

Farward—l.ookmg Statements

B

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:

”» gt LAY

« our services, including the development and deployment of data products and services based on IP 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 éapital 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, mlerest rates foreign exchange rates, and the outcome of contingencies, such as
legal proceedings. :

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
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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 statemems ) .

We undertake no obllgatlon to update forward-looking statements, whether as a result of new mformanon
future events or otherwise. You are advised, however, to consult any further disclosures we make on related
subjects in our quarterly reports on Form 10-Q and current repotts 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 mvestors 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
consnder the fo]lowmg to be a complete dlscusswn of all potenual risks or uncenmntles

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 uncértainties such as those relating to gcneral economic conrditions and demand for telecommunications
serv1ces : R o : . .

r . . . .
‘r . J . N ]

Risks Related to Liquidl:ty and Financial Resources

We incurred substantial operating losses in 2006 and will not generate funds from operatlons sufficient to
meet all of our cash requirements in the short term, 3

For each period since inception, we have incurred substantial operating losses. For 2006, we posted a net
operating loss of approximately $212 million and had net cash used in operating and investing activities of
$220 million of which $79 million related to the acquisition of Fibernet, net of cash acquired. Although in 2007
we expect to generate positive cash flow from operations, achieving this depends'upon significant adjusted gross
margin improvements and additional prepayments received for IRU sales, either of which may not be realized.
We expect our cash and cash equivalents to decline in the first half of 2007 due to a significant increase in capital
expenditures and debt servicing requirements (predominately i_me'rest expense) relative to recent years. We plan
to partially mitigate the effect on our cash flows of this increase in capital expenditures by financing a significant
amount of our equipment purchases. Our ability to arrange such financings is subject to negotiating acceptable
terms from equipment vendors and financing parties and to obtaining the consent of ST Telemedia pursuant to
the terms of the indenture for the Mandatory Convertible Notes. In addition, we expect to use approximately
$170 million of cash on hand in connection with the anticipated closing of the Impsat acquisition in the second
quarter of 2007, which will significantly reduce our liquidity.

Based on our business plan, we expect that our'unrestricted ‘cash on hand, together with cash flow from
operations-and anticipated equipment financings, will provide us with the necessary liquidity to fund our debt
service requirements and investing activities until we start to generate positive cash flow beginning in the third
quarter of 2007 and continuing over the long term. For the full year of 2007, we expect to generate negative cash
flow, although to a significantly lesser degree than in 2006. See Item 7, “Management’s Discussion and Analysis
of Financial Condition and- Results of Operations—Liquidity and Capital Resources.” We can provide no
assurances regarding the anticipated improvements in cash flows. If our cash flows do not improve, we would
need to arrange financing facilities in order to continue as a gomg concern. We may be unable to arrange
financing fac1lmes on acceptab]e terms or at all. '

o ' . '

The covenants in our debt instruments and working capital facility restrict our financial and operational
ﬂe)nblllty

GCL and numerous of ns subsidiaries have 1ssued the followmg debt instruments (collectwely, the “Note
Issuances”) over the past three years:

» GCL’s $250 million aggregate original principal amount of 4.7% senior secured mandatory convertible
notes due 2008 (the “Mandatory Convertible Notes™); ' :
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* GCL’s $144 million aggregate original principal amount of 5.0% convertible senior notes due 2011 (the
“59% Convertible Notes™);

* GCUK’s $200 million and 157 million pounds sterling aggregate principal amount (approximately
$512 million combined) of senior secured notes due 2014; and .

* The $225 million aggregate original principal amount 9.875% senior notes due 2017 1ssued by
GC Impsat Holdings I Plc in connection with the proposed acquisition of Impsat.

GCL’s North American subsidiaries have also entered into a $55 million working capital facility with Bank
of America, N.A. (the “Working Capital Facility”). At December 31, 2006, we have $1 million of borrowings
and $9 million remaining available (after deduction of letters of credit issued) under the Working Capital
Facility.

The indentures governing these Note Issuances and the loan agreement governing the Working Capital
Facility generally contain covenants and events of default that are customary for high-yield debt and senior
secured credit facilities, respectively. These provisions include limitations on:

* incurring or guaranteeing additional indebtedness; - C : -
+ 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 . Co ’

« transactions with affiliates.

In addition, the Working Capital Facility includes a quarterly maintenance covenant based on GCL attaining
certain minimum levels of earnings before interest, taxes, depreciation and amortization. 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 Item 5, “Description
of Global Crossing Equity Securities.” i

Each Note Issvance indenture as well as the Working Capital Facility loan agreement has limited
exceptions, baskets and carve-outs to the applicable covenants and events of default. Sce Item 15, “Exhibits,
Financial Statement Schedules” below for the list of documents containing these debt covenants, .

. . .

Substantially all of our assets have been pledged to secure the indebtedness under certain of the Note
Issuances and the Working Capital Facility, 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 any of the Note Issuance
indentures or the Working Capital Facility or the Capital Lease Facilitics loan agreements could result in an
event of default, which, if not cured or waived, could resuli in an acceleration of all such debts, which wonlid
have a material adverse effect on our business, results of operations and financial condition. If the indebtedness
under any of the Note Issuances or Working Capital Facility or the 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 our other debt instruments.

For a further discussion of these issues, please see Item 7, “Management’s Discussion and Analy51s of
Fmancnal Condition and Results of Operations—Liquidity and Capital Resources.”
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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, ali 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 payinent 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 requiremerits but that cannot be distributed of loaned to us or our other
subsidiaries to fund our or their operations due to contractual restrictions or legal constraints related to the lack of
rétained earnings, the solvency of such entities or other local law restrictions (e. g., restrictions related to foreign
exchange controls or transfer approvals). These restrictions could cause us or certain of our other subsidiaries to
become and remain illiquid while other subsidiaries have sufficient liquidity to meet their liquidity needs.

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

Due to the international nature of our operanons 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 appropriate, 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.

If the Impsat transaction closes, we may be subject to significant liabilities due to a tax on antennas
imposed by the City of Buenos Aires, Argentina and other municipalities. .

In September 2003, the City of Buenos Aires, Argentina (the “City of Buenos Aries”) notified several
telecommunication companies, including Impsat, that it will start collecting a tax on all antennas within the city,
as provided by the 'City Fiscal Code. Through December 31,2006, Impsat received invoices totaling
approximately $34.8 miillion, but has not'accrued amounts relating to this matter. Impsat fornially objected to the
legality of the tax and to certain factual assumptions used in calculating ‘the tax, and has rejected each of the
notices in an administrative proceeding filed with the tax authorities of the City of Buenos Aires. If required to
pay this tax at the current rate and based on invoices received from the City of Buenos Aires through
December 31, 2006, Impsat éstimates that it would be subject to an additional tax of approximately $8.6 million
per year. In December 2006, Impsat filed an objection with respect to the tax on antennas assessed for the final
quarter of 2006. In its objection, Impsat reaffirmed its position that such a tax is both illegal and based on false
assumptions. Impsat’s objection is pending resolution before the City’s tax authorities. In addition, Impsat has
received claims of a similar nature from the Mumcnpahly of Quilmes in Argentina in -the amount of
-approximately $12.5 million, plus defaulted interest. There can be no assurance that Imipsat will not be forced to
pay the City of Buenos Aires, or the Municipality of Quilmes, an amount representing the full (or a portion of
the) invoiced amount of the tax (plus interest and penalties), or that it will not receive similar invoices from other
municipalities in Argentina. Additionally, we carinot assure you that any of Impsat’s assets will not be attached
in conriection with either of these claims or that Impsat will not be required to post a bond representing the full
{or a portion of the) invoiced amount during any legal pfoéeeding’ chaltenging these claims. - :

Risks Re{ﬁtéd to :Our: bjgerations | , ‘
Our rights to the use of the dark 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 fac:llues 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
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ofi the holder of such rights in strands of fiber.in the event of bankruptcy 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 mcumbent carriers’ networks or mamtam
Internét peering arrangements on favorable terms. '

te

We must be party to' intérconnection 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 all of éur 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 IP- based networking ter‘hnologles 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 transn for
free with these provrders Dependmg dn the relative size of the carriers involved, these exchanges may ‘be made
without settlement charge ‘Recently, many Intemet service prowders that previously offered peering have
reduced or eliminated peering relationships or are cstablishing new, more restrictive criteria for peering and an
increasing number of these service prowders are secking to impose charges for transit. Increases in costs
assocrated with Internet and exchange transit ' could have a matenal adverse' effect on Gur margins for our
products that require Internet access. We may not be ablé 10’ renegottate or maintain peering arrangements on
favorable terms which would i 1mpa1r our growth and performance

’

.ot LU

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

N 1 . . St

The Network Security':Agreement imposes significant requirements on us related to information storage and
management; traffic routing and management; physical, logical, and network security arrarigements; personiiel
screening and training; corporate governance practices; and other matters. While we expect to comply fulty with
our obligationis under the'Network- Security Agreement, it is impossible to eliminate completely the risk of a
violation of the'agreeriient. The consequences of a violation of the Network Security Agreement could be severe,
potentially including the revocation of our FCC licenses in the U.S., which would resuit in the cessation of éur
U.S. operations and would have a material adverse effect on our business, results of operations and financial
condition, Upon completton of the Impsat acquisition, we will need to bring their U.S. operations into
comphance with the Network Security Agreement. _ . N .

' L
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It'is-expensive and difficult to switch'new customers to our network, and lack of cooperation of tncumbettt
carriers can slow the new customer connectton Process. : :

Itis expensive and dtfﬁcult for us to sw1tch a new customer to our network because ‘

' we usually charge the potential customer certain one-time-installation fees, and, although the fees are
generally less’ than the cost to install a new customer, they may act as a deterrem to becommg our
customer; and ~ ‘ : -0 .

]

*  we require cooperanon 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 customer’s service. - . ' : : .

» Many of ‘our.pnncipal--competitors,., the .domestic” and international . incumbent carriers, are already
established providers of local telephone servicés to all or virtually 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,
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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 disruptions 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. Qur 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.

Each of our subsea systcms has a dcsién life of generally 25 years, while each of our terrestrial systcms'has
a design life of at least 20 years. The economic lives of these systems, however, may be shorter than their design
lives, and we cannot provide any assurances as to the actual useful Ilfe of any of these systcms A number of
factors will ultimatety affect the useful llfe of each of our systems, including, among other things, quality of
construction, unexpected damage or detenoratlon and technological or economic obsolesc_:ence

Interrupuons in service or performance problems for whatever reason could undermmc confidence in our
services and cause us to lose customers or make it more difficult to attract new ones In addition, "because many
of our services are critical to our customers’ husme‘;ses a’significant mten-upuon in ser\uce could result in lost
profits or other loss to customers. Although we’ attempt to dis¢laim’ 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 serv1ce for a short period of time, which could
negauvely affect our operating results.

The failure of our operations support systems to perform as we expect could impair our ability to.retain
customers and obtain new customers, or provision their services, or result in increased capital .
expenditures. : : ) . . . _ :

Our operations$ support systems are an important factor in ouur success. Critical information systems used in
daily operations perform sales and order entry, provisioning, billing and accounts receivable functions, and cost
of service verification and payment functions, particularly with respect to facilities leased from incumbent
carriers. If any of these systems fail or do not perform as expected, it would 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, system failure or performance issues could
have an adverse impact on our ability to effectively audit and dispute invoicing and provisioning data prowded
by service providers from whom we lease facilities. Furthermore, processing.higher volumes of data or
addmonally automating system features could result in system breakdowns and delays- and additional
unanticipated expense to remedy the defect or o replace the defective system with an alternative system.

Intellectual property and proprietary rights of others could prevent us from using _uocessary 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 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 property, thereby adversely affecting operating results.
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We may not be successful in integrating the Fibernet or Impsat businesses into ours or may not be able to
realize the benefits we anticipaté from either the Fibernet or Impsat acquisitions, which could affect our
financial results and the value of our common stock following consummation of the transactions.

We are in the eafly Stages of the process of mtegratmg Fibernet with out business and’ will begin the
mtegratmn of lmpsat with our business 1mmedlately after the closing of the acquisition. The process of
coordmatmg and mtegratmg these orgamzanons mto our business so that the consohdated business operates as
efficiently as possible, has reqmred and will require significant corporate resources and such efficiencies will be
limited to some degree by our capital stfucture requirements for the Note Issuances, Working Capital ‘Facility and
Capltal Lease Facilities. In addmon this process could cause the mterrupuon to, or a loss of momentum in, the
activities of any of our or Fibernet's or Impsat’s businesses, mcludmg ciistomer 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 culture of ourselves, Fibernet-and Impsat
will require the continued development of our financiil and management contrcls, 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 businesses could have a
material adverse effect on our business, results of operations. and financiat condition. While we have budgeted
anticipated integration costs, there can be no assurance that additional costs will not be incurred. :

. . N , [

While we have identified potential cost.and capital expenditure savings which we believe to be achievable
as.a result-of the Fibernet.and Impsat acquisitions, 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 othef 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 ant1c1pated beneﬁts cou!d have a matenal adverse effect on our business, results of
operatlons and financial condluon b v - o

: . . .y
. . * *

S o e . S . . o '
We have substantial international operations and face political, legal, tax, regulatory and other risks from
our operations in foreign jurisdictions. oo . . ;

N -

We derive  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 obtdin services from carriers in thosé and other regions. As a result our business
is subject to partlcular risks from operating in some of these areas mcludmg - . g .

+  uncertain and rapidly changing political. regulatory and economic condltxons mcludmg the possrbxhty
of civil unrest, vandalism affecling cable assets, terrorism, armed conflict or the seizure or nationalizing
of private property; . , - . : .

1

* unexpected changes in regulatory environments and trade barriers;
*  exposure to new or different accounting, legal, tax and regulatory 'stan'dard_s;

* burdensome tax, customs, duties or regulatory assessments based on new or differing interpretations of
Jlaw or regulations; and =, . L

'e* difficulties in staffing and ma'naging operatidnsconsistently through our several operating areas.

In addition, managing operanons in multiple jurisdictions, which will i increase after the Impsat ‘transaction
closes may place further strain on'our ablllty to manage growth

I 3 . . T

. -
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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. Although we make
every effort to comply with the FCPA and to ensure that our employees comply with the FCPA, we cannot assure
you that such precautions will protect us against liability under .the FCPA by our agents, employees and
intermediaries for whom we may have exposure under the FCPA with respect to our business or any businesses
we may acquire. If we are not in compliance with such laws and regulations, we may be subject to criminal and
civil penalties, which may cause harm to our reputation and to our brand names and could have an adverse effect
on our business, financial condition and results of operauons i
Many of our customers deal predominantly in foreign currencies, so we may be exposed to 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: doliars but
are invoiced by us in U.S. dollars. The obligations of customer$ with subsiantial 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 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
adopted restrictions on the ability to 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 will have a significantly greater impact on us and on our ability to service the
debt under the Impsat Notes once the acquisition is completed. 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 addition, in Venezuela, the conversion of bolfvares into U.S. dollars at the official exchange
rate established by the Venezuelan Central Bank and the Venezuelan Ministry of Finance is generally limited to
the current exchange control regime. Accordingly, the acquisition of foreign currency by Venezuelan companies
to honor foreign debt or to pay dividends is subject to registration and subject to a process of application and
approval by the Comisién dé 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. '

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.

Many of GCUK’s govérnment contracts contain broad change of coritrol 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 notcholder 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. In addition, 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. This could include a
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situation in which-(assuming the sale or transfer of its equity interests or their dilution) ST Telemedia sells or
transfers all or a portion of the Mandatory Convertible Notes. 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 busmess .operations and ﬁnancnal condmon

)
T hoy, B . ’ 4

Risks Related to Comperznon and Our Indusny

The pnces that we charge for our serwces have been decreasmg, and we expect that such decreases will
continue over time. - .o . or . : - -

" We expect overall price efosion in our industry to continue at varying rates based on our service portfolio
and reflective of markétplace demand and competition relative to existing capabilities and availability.
Adcordingly, 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 volumes through
additional services or otherwise, our operating results would be adversely affected. Smnlarly. future price
decreases could be greater than we are anticipating. : :

AE . 1 +
Tec‘hlnolngieal advances and regulatory changes are eroding traditional barriers between formerly distinct
telecommunications markets, which could increase the competition we face and put downward pmsure on
prices.

New technologies, such as VoIP, and regulalory changes, particularly those permitting incumbent local
telephone companies to’ provide long distance services, are bliurring the distinctions between traditional ‘and
emerging telecommunications markets. In addition. the increasing importance of data services has focused the
attention of- most telecommunications companies on this growing sector. As a result, a competitor in any of our
business’ areas is potentially a’ competitor in our other business areas, which could 1mpa1r our prospects put
downward pressure on prices and adversely affect our operating results, : .

" We face compentlon in each of our markets from the incumbent carrier in that market and from more recent
market entranls This competmon places downward pressure on prices for local and long distance telephone
servide "and data ‘services, which can adveérsely affect our operating results. ‘In addition, we could face
competition from othér 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. If
we are not able to compete effectlvely with these industry participants, our operating results - would be adversely
affectedh ) .. . e . .

- . r

In the UK, OFCOM is encouragmg new oper: ators to build their own. mfrastructures to compete with BT.
At the same tlme BT is constructmg anew, IP based network which it refers to as a “21st Century” network. At
present, it 1ls not clear how operators w1ll connect with this network. There are currently no proposals as to how
and at what level BT will charge ‘for access to the network. Regulatlon has historically provided for the expansion
of competmon in the’ marketplace and the subsequem lowenng of tariffs charged across the mdustry 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 U.K. business,
which could materially. and adversely affect our consolidated business, operations and financial condition.

Many of our competllors have superior'resources, which could place us at a cost and price disadvantage.
3
Many of our exlsung and potential competitors have significant competitive advantages, including greater

markel presence, name recognmon and financial, technological and personnel resources, superior engineering
and marketing capablhues more ubiquitous network reach, and significantly larger installed customer bases. As
a resuli, 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
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the development, marketing and sale of products and services than we can, Also, our competitors’ greater brand
name recognition may require.us 1o 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 recent 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 ini 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
could cause our results to suffer.

The introduction of new technologies may reduce the cost of services similar to those that we plan to
provide. As a result, our most significant competitors in the future may be new entrants to the
telecommunications industry or existing providers that upgrade equipment with new technologies. These
providers may not be burdened by an installed base of outdated equipment and, therefore, may be able to respond
more quickly to customer demands.

P

Our operations are subject to regulation in the U.S. and abroad 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, we may not be able to conduct our business. Mareover,
those regulatory requirements could change in a manner that significantly increases our costs or otherwise
adversely affects our operations. -

In the U.S., our intrastate, interstate, and international telecommunications systems and services are subject
to regulation at the federal, state, and local levels. We also have facilities and provide services in numerous
countries in Europe, Latin America, and the Asia/Pacific region. Our operations in those countries are subject to
regulation at the regional level (e.g., European Union), the national level and, in some cases, at the state,
provincial, and local levels. These regulatory requirements subject us to the following risks:

*  Qur interstate and international operations in the U.S. are governed by the Communications Act of
1934, as amended by the 1996 Act. There are several ongoing proceedings at the FCC and in the federal
courts regarding the implementation of various aspects of the 1996 Act. We expect that there will be
attempts to modlfy, limit ‘or eliminate the basic frameéwork for competition in the local exchange
services market established by the 1996 Act through a combination of federal legislation, new
rulemaking proceedings by the FCC and challenges to existing and proposed regulations by the RBOCs.

~ The outcomes of these proceedings may affect the manner in which we are permitted to provide our

' " services in the U.S. and may have a matenal adverse effect on our business, results of operations and
" financial COI‘ldlllOD

*  The FCC has to date treated Internet service providers as providers of information services as defined in
the 1996 Act. Information service providers are currently exempt from federal and state regulations
. governing_common carriers, arguably including the obligation to pay access charges and contribute to
the FUSF. The FCC is currently examining the broader issue of intercarrier compensation. If the FCC
were to determine that service related to Internet service provider"s is subject to FCC regulation, it could
significantly increase our cost structure and have a material adverse effect on our business, results of

~ operations and financial condition. v

* The intrastate activities of our local telephone service companies are regulated by .the states in which
they do business: A number of states in which we operate are conducting proceedings related to the
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provision of services in a competitive telecommunications environment, These proceedings may affect
the manner in which we are permitted to provide our services in one or more states and may have a
material adverse effect on our business, results of operations and financial condition. .

»  Qur operations outside the U.S. are governed by the laws of the countries in which we operate. The
regulation of telecommunications networks and services outside the U.S. 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 operdtions in one or more countries. We also
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 thé outcome of these proceedings These proceedings may affect the manner in
which we are permitted to provide our services in tliese countries and may have a material adverse effect
on our business, rcsults of operations and financial condition.

* In the ordinary course of constructing our networks-and providing our sefyiées 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 obllgatlons Our failure to obtain.or maintain
necessary licenses, authorizations and rights-of-way, or to' comply with the obligations imposed upon
license holders 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.

-+ The regulatory requirements to which we are subject could change in a manner that significantly
increases our costs or otherwise adversely affects our operations.

Terrorist attacks and other acts of vmlence Or war may adversely affect the financ1al markets and our
business and operations. v

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 Intemet 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 cause consumer confidence and spending to decrease or 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 expensive to obtain adequate insurance for losses incurred as a
result of terrorist attacks, in some cases, such insurance may not be available. Uninsured losses as a result of
terrorist attacks could have a material ‘adverse effect on our business, results of operations and ﬁnancuﬂ
condition.

Risks Related to Our Common Stock - -

Risks Related to Our Common Stock g

We have a very substantial overhang of common stock and a majority shareholder that owns a substantlal
portion of common stock and securities convertible into our common stock. Future sales of our common
stock could cause substantlal 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, 2007, there were 36,692,804 shares of our common stock outstanding. There were also:

= 3,135,438 shares of common stock reserved for issuance upon-the exercise of outstandmg stock options
and vesting of unvested restricted stock units;
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+ 16,200,089 shares of common stock reserved for issuance. upon the conversion of the. Mandatory
Convertible Notes in December 2008, including accrued interest; .. . S

» 18,000,000 shares of common stock reserved for issuance upon- the conversion of otr “outstanding
convertible preferred stock; and o Cl S

s 6,255,440 shares of common stock reserved for issuance upon conversion of our 5% Convertible Notes.

As of March 1, 2007, STT Crossing, a wholly-owned subsidiary of ST Telemedia, beneficially owned 57%
of our common stock on a fully diluted basis (after giving effect to the.conversion of the Mandatory:Convertible
Notes GCL Preferred Stock and 5% Convertible Notes and to the exercise and vesting of all outstanding awards
under our stock incentive plan). 'Although the shares beneficially owned by STT Crossing ‘are not freely
transferable under the Securities Act, ST Telemedia has the contractual - rlght io requrre us to register sales of
such restricted stock at any time. . . T . e

We cannot predrct the effect if any, that future sales of shares of our common stock mto the market the
availability of shares of common stock for future sale, or any acquisition of common shares by ST Telemedla and
its affiliates will have on the market price of our common stock. Sales of, substantlal amounts, of common stock
(including shares issued upon the exercise of stock options or.conversion. of any of the Note Issuances or the
preferred stock), the purchase of a substantial amount of common shares by our affiliates, or the perceptron that
such sales or acquisitions could occur, may materially and adversely affect prevatlmg market pnces for our
common stock and impact our abllrty to raise caplta]

r

. . . . - .
o . . '

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

1 . . .
+ changes in earnings estimates or recominendations by research analysts who track our comimon stock or
the stocks of other compames m our industry;

oo P

* npew laws or regulauons or new interpretations of laws or regulatlons appllcable 10 our busmess "

« _ changes in accounting standards, policies, guidance, interpretations or principles; -

= changes in general conditions in the U.S. and global economies or financial markets, mcludmg those

resulting from war, incidents of terrorism or responses ta such events; P

e revocation of our licenses to conduct business (or unduly burdensome changes in regulatory fees) or
nationalization or appropnauon of our assets; and . ‘

. o oeond

o sales of common stock by our controlhng shareholder or dlrectors and executwe ofﬁcers oLy

In addition, in recent years the stock market has expenenced extreme price and volume ﬂuctuatlons This
volatility has had a significant impact on the market price of securities issued by many companies, 1nclud1ng
companies in our industry.

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

Ownership of our common stock is governed in part by the Communications: Act of .1934, as:amended.
Other than ownershlp by ST Telemedia and its affiliates, which cannot exceed. 61.5% without prior FCC
approval foreign ownershlp of our capital stock (1 e., total’ equity mterests 'held by non -U. S persons) generally
cannot exceed 25% without the prior FCC approval Although we monitor foreign ownershrp in our, eapltal stock
we cannot necessarily detect or control it and could be subject to governmental penaltles if trading i in. our capltal
stock resulted in foreign ownership in excess of 25% without prior FCC approval

ST Telemedia is our majority stockholder. : . oo et

A subsidiary of ST Telemedia owns over 56% 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 and GCL.’s articles of
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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. In addition, a subsidiary of ST Telemedia holds the Convertible Notes and enjoys significant
rights as a creditor under the indenture for the Convertible Notes. Moreover, the Convertible Notes are by their
lerms convertible at any time into common shares of GCL (16.2 million shares aSSurmng conversion after four
ycars), thereby i mcreasmg ST Telemedia’s ownership percemage in us,

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 Mandatory Convertible Notes and 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 pelitical conditions in Latin America pose numerous risks to our operations.

Upon our completion of our acquisition of Impsat, our business operations will be 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 exacerbaté 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 to gain access to international capital markets for necessary ﬁnancmg, reﬁnancmg and
repatnatmn of earmngs

In addition, any changes to the political and economic conditions in Venezuela could materially and
adversely impact our future business, operations, financial condition and results of operations. In January 2007,
the Venezuelan National Assembly issued an Enabling Law allowing President Hugo Chavez to carry out the
nationalization of certain businesses in the electricity and energy sectors, as- well as Venezuela's largest
telecommunications company, Compaiiia Anénima Nacional Teléfonos de Venezuela (“CANTV™). A statement
from the Venezuelan minister of telecommunications and cuirént director of the Comisién Nacional de
Telecomunicaciones, the country’s télecommunications 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
nation’s constitution and telecommunications law, and we cannot predict the impact of such amendments to our
business,

Other Risks

We are exposed to contingent liabilities, including those related to Fibernet and 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, including liabilities relating to tax matters. 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,
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resulis of operations and financial condition. We have not established reserves for many of these contingent
liabilities. Moreover, as .described in “Legal Proceedmgs 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. Additionally, Financial Accounting Standards Board_In;erpretaiion Number 48 will require us to
analyze tax accruals on a new, basis commencing in 2007. This new basis could result in increases in such
accruals. See Note 2, “Basis of Presentation and Significant Accounting Policies™ to the consolidated financial
statements included in this annual report on Form 10-K. . L . . |
.o i R . . . . [ v,

Assets and entities that we have acquired from Fibernet and will acquire upon the consummation of the
Impsat transaction 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 Fibernet and Impsat under their
respective purchase agreements do not survive the closing of the transactions. As a result, we will not be able to
recover any amounts with respect to losses due to breaches by either Fibernet or Impsat of their representations
and warranties. The total amount of costs and expenses that may be incurred with respect to liabilities associated
with the acquisitions may exceed our expectations, plus we may experience other unanticipated adverse effects,
all of which may adversely affe_c;lou'r revenues, expenses, operating results and financial condition.

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

e

As of December 31, 2006, our real estate restructuring reserve aggregated $372 million of continuing
building lease obligations and estimated decommissioning costs and broker commissions, offset by anticipated
receipts,of $122 million from existing subleases and $164 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.

o

In their 2005 audit, Impsat’s independent registered public accounting firm issued a “gomg concern’
opinion expressmg doubt as to Impsat’s contmumg ﬁnancnal viability. :

As a result of Impsat’s llqu1d1ty posmon amount of debt obhgauons and operatlng results Impsat’s
independent registered public accounting firm, Deloitte & Touche LLP, issued a “going concern™ opinion in
connection with their audit of Impsat’s consolidated financial statements for, the year ended December 31, 2005.
This opinion expressed substantial doubt as to Impsat’s ability to continue as a going concern.

Based on our business plan, we believe that ;he'restructuring of Impsat’s indebiedness (including the
deferral of maturities) and infusion of funding in connection with our acquisition of Impsat will provide it with
the liquidity needed. to satisfy its debt service obligations, and to achieve longer term growth and operational
goals. However, there can be no assurance in, this regard and a failure by Impsat to realize these expectations
could have a material adverse effect on our business, results of operations and financial condmon

ITEM 1B. UNRESOLVED STAFF COMMENTS = ' h

None.

ITEM 2. PROPERTIES

We currently lease our principal executive offices in Hamilton, Bermuda. We also lease corporate office
space in Basingstoke, England; Billings, Montana; Bueno$ Aires, Argentinia; Crewe, England; Dublin; Ireland;
Florham Park, New Jersey; Hong Kong, China; London, England; Mexico City, Mexico; Miami, Florida;
Montreal, Canada; Naarden, The Netherlands; New York, New York; Phoenix, Arizona; Rio de Janeiro, Brazil;
Rochester, New York; Southfield, Mlchlgan and Westminster, Colorado. Substantially all of such offices house
personnel involved in the management of each of our principal operating segments. We also lease less significant
sales, administrative and other support offices worldwide.
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. We currently 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-peint distribution capacity, our switching
equipment and connecting lines between other carriers’ equipment and facilities and the equipment and facilities
of customers in each of our principal operating segments. For additional information on our technical sites, see
above in Item 1, “Business——Qur Network”. » Lo : S

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 Company 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 after the fourth quarter of 2006.

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

AT&T has asserted that the Company is engaging in the misrouting of traffic through thlrd—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 million 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 complamt alleges that the
Company, 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 inlrastate access charges.

. The complaintalleges five causes of action: (1) breach of federal tariffs; (2) breach of state tariffs; (3) unjust
enrichment (in the alternative to the taniff 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. The Company 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 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 refesred 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 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.

Resratemem Class Acnon nganon

Following the Company’s -April 27, 2004 announcement that the Company expected to restate certain of its
consolidated financial statements -as of and for the year-ended December 31, 2003, eight separate class action
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lawsuits all purporting to be brought on behalf of Company shareholders were.comménced against the Company
and certain of its officers and directors in the U.S. District Courts in New Jersey, New York and California. The
cases were consolidated and transferred by the Judicial Panel on Multidistrict Litigation to Judge Gerard Lynch
of the U.S. District Court for the Southern District of New York based on his past involvement in"prior cases
involving the Company. On February -18, 2005, lead plaintiffs filed an amended. consohdated class action
complaint against the Company and two of its past and present ofﬁcers :

The consolidated amended complaint alleges that the Company defranded the public securities markets by
issuing false and misleading statements that failed to disclose or indicate (i) that the Company had materiatly
understated its accrued cost of access liabilities by as much as $80 million, (i) that the Company lacked
sufficient internal controls to prevent material misstatements, (iii} that the Compa.ny lacked sufﬁcnent internal
controls to properly record and report ‘accrued cost of access liabilities and operating expenses,' (iv) that its
financial statements were not prepared in accordance with generally accepted dccounting prmcrples (v) that the
Company did not, contrary to its representations, consistently monitor the accuracy of its systems that measured
cost of access, (vi) that the Company’s results were materially inflated, and (vii) that the Compariy did not have a

“clean” balance sheet. Plaintiffs contend that the:Company’s misstatement'of omissions artificially inflated the
price of the Company’s stock, which declined when the “true costs were disclosed. Plaintiffs seek compensatory
damages as well as other relief. C S o ‘

The Company and the lead plaintiffs signed an agreement in 2005 to settle the litigation that obligated the
Company to pay $15 million into a settlement fund with proceeds from one of the Company’s directors and
officers” lability insurance policies. On April 17, 2006, the Court signed an order granting preliminary’ approval
of the settlement and preliminarily centified a class for purposes of séttlement. The Court also prowded that
notice of the settlement should be given to the class, and scheduled a hearing for final approval of the settlemem
on September 22, 2006.

In an order and judgment dated September 22, 2006, the Court approved the settlement and drsmrssed lhe
lmgatron The time to ﬁle an appeal exprred on October 285, 2006 ! !
ot
Claim by the U.S. Depar'tmerir‘of Commerce

A claim was-filed in the Company’s bankruptcy proceedings by the U.S. Departmeiit of Commerce (the
“Commerce Department™) on October 30, 2002 asserting that an undersea cable owned by PCL violates the terms
of a Special Use permiit 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 -
Novémber 7, 2003, the Company and the Global Crossing Creditors” Comniittee filed an objection to this claim
with the Bankruptcy Court. Subsequently, the Commerce Department dgreed to limit the size-of the pre-petition
portion of its claim to $14 million. Negotiations with PCL to resolve the remaining issues aré ongoing bat no
final resolution has been-reached. An identical claim that had been filed in the barkruptcy 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 prelrmmary
discussions with NOAA as to the 1mpact t.hat settlemenl has on the clarm against the Company.

United ngdom Anti-Trust Investigation e B oo

In 2002, an investigation was commenced by the United Kingdom Ofﬁce of Fair Trading (“OFT ) regardmg
an allegation that various subsea cable operator entities, including the Company, had-engaged in an illegal
agreement to collectively boycott a company located in the U.K. that was holding itself out as providing a means
for the landing of subsea telecommunications cables at a location in the U. K The - Company responded to that

investigation in 2002 denying the allegation. . . .« . S ;

In August 2003, the OFT extended its investigation to include allegations of pnce fixing and information
sharing on the level of fees that the subsea entities would pay landowners for permission to land submarine
telecommunication cables on their land in the U.K. The Company responded to that investigation denying
illegality on October 10, 2003. The Company cooperated fully with the investigation and has supplied additional
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factual materials including a number of formal witness statements. By a letter dated January 24, 2006, the OFT
notified the Company that it had provisionally decided to close both investigations. In a letter dated June 23,
2006, the OFT formally notlﬁed the Company that it was terminating 1ts investigation with no ﬁndmg of llablllty
adverse to the Company.

* On July 20, 2006, two private companies served on the Company proceedings issued in the High Court of
Justice against the Company and nine other defendants claiming violations identical to those investigated by the
OFT. The same private companies subsequently initiated an appeal to the Competition Appeals Tribunal
(“CAT") in respect of the termination of the OFT investigation. The Company does not believe the private claims
or the appeal to the CAT are meritorious and will be defending those claims vigorously insofar as they relate 10
the Company.

1

Qwesr Rights-of-Way nganon

In May 2001, a purported class actron was commenced agamst three of the Company 3 sub51d1ar1es in the
U.S. District Court for the Southern District. of Iilinois. 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 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
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 Amencan network includes capacny purchased from Qwest on an IRU basis.
Although the amount of the clalm 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 htrgatton was stayed
against the Company pendmg the effective date of the Plan of Reorganization, and the plamuffs pre petmon
claims against the Company were drscha.rged at that time in accordance with the Plan of Reorgamzatlon 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 abthty
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
ongma]ly purchased this capacity. As part of a global resolution of all bankruptcy claims asserted agalnst the
Company by Qwest, Qwesxt agreed to reaffirm its obhgauons of defense and indemnity 1o the Company for the
assertions made in this claim. In September 2002, Qwest and certain of the other telecommumcanon carrier
defendants filed a proposed settlement agreement in the U.S. District'Court for the Northern District of Mlinois.
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 Dlstnct Court for further proceedmgs

~ Customs Tax Audit

A tax authority in South Amenca has concluded -an audit of the Company $ books and reeords 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
software installed on certain computer equtpment and clerical errors in filed import.documents. The Company
has been assessed final claim amounts in excess of $6 million. The Compatiy is now engaged in litigation with
the tax authority to resolve the issues raised in the assessments. -/
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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 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 million, 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-] trans-Pacific fiber-optic cable, which was constructed,
owned and operated by 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 invelved
with the ownership and operation of PC-1. The claim also asserts that revenues derived from operation and
maintcnance 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 that the foregoing claims were prepetition claims, PCL has now settled and released such claims
against the Company.

During the pendency of the Company's Chapter 11 proceedings, on January i4, 2003, PCL filed an
administrative expense claim in the GC Debtors’ bankruptcy court for approximatély $8 million 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 million 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 andfor reclassify the claim
and PCL responded to the objection by filing a motion for partial summary judgment claiming approximately
$22 million for the capacity, operations and maintenance charges and co-location charges and up to
approximately $78 million for the Microsoft and Softbank proceeds. PCL’s claim for co-location charges (which
comprised approximately $2 million of the total claim) has now settled.

Subsequently on June S, 2006, 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 million
for revenues for short term leases on PC- 1, not less than $6 million 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 disallowing certain of PCL’s administrative claims.
On August 28, 2006, PCL rcphed to the Company s response to PCL’s new motion for partial summary
judgrment 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 now agreed to mediate their competing administrative claims (including the Company’s
claim filed against PCL. in its separate bankruptcy case). If this agreement is approved by the court, the current
proceedings will be stayed until completion of the mediation.

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

None.
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PARTII -~ .

ITEM 5. MARKET FOR REGISTRANT’S COMMON STOCK AND RELATED STOCKHOLDER -
MATTERS o o T

-
i

Mérkel Information ,,'I‘ , ‘ . N

- The table below sets forth, on a per share basis for the periods indicated the intra-d2y high and low sales
prices for GCL's common shares as reported by the Nasdaq Global Market for€ach quarter of 2005 and 2006.

. ‘ - : . o High Low

First Quarter 2005 . .................. R $2541 $14.27
Second Quarter 2005 . . ... e $17.31  $11.17
Third Quarter 2005 . ... ... e c.. $21.00-~. $14.20
Fourth QUArer 2005 ... .. e.uverr ettt U $1800  $12.60
FirstQuarter 2006 ... .o oo ..o o o e $28.15. .$15.00
‘Second Quarter 2006-. . ............ e e - $28.32 $16.85
Third Quarter 2006 ................c.ooo.. [ e .o $2234 0 31411

Fourth Quarter 2006 .......:..... ..... e i $27.22  $19.64

There were 113 shareholders of reco_rd of GCL's common stock on March 1,2007. -~ ..
. . . : 1 .

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
finanicial condition, contractuat restrictions (including the prefefential cumulative dividend rights of the holders
of GCL’s preferred shares), restrictions under Bermuda law, and such othqr factors as our board of directors may
déem relevant. In addition, covenants in our finaricing agreements significantly restrict GCL’s ability to pay cash
dividends on its capital stock and also restrict the ability O'f GCL's subsidiaries to transfer funds to GCL in the
form of cash dividends, loans or advances. See Item 7, “Mandgément’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources,” for a discussion of such restrictions.

.ot = "

" f P ’ . P

Description of Global Crossing Equity Securities

F

GCL is authorized to issue 83,000,000 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 subsrdlary of ST
Telemedia. 18,000,000 common shares were reserved for the ‘conversion of ST '_l‘elemcdla s preferred shares. In
addition, the Mandatory Convertible Notes are by their terms convertible at any tirhe 'into common shares of
GCL (16.2 million shares assuming conversion after four years). On May 30, 2006, GCL issued an additional
12 million shares and $144 million aggregate pnnc1pal amount of 5% Convertible Notes in a public offering. The
5% Convertible Notes are convemble in to 43. 5161 common shares per $1,000 principal of notes (subject to
adjustment) at any time at the electionof the holders of such notes. Finally, through March 1, 2007, 7,584,174
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, 2007, stock
options and restricted stock units covering 3,135,438 common shares remained outstanding under the 2003 Stock
Incentive Plan, and an additional 2,478,721 common shares are reserved for future awards to be granted under
the plan.
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The following is a brief description of GCL’s common and preferred shares.

Global Crossing Common Stock 3 _

Each common share of GCL (“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 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 (8) 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 Telemedia on December 9, 2003
pursuant to the GC Debtors’ plan of reorganization accumulate dividends at the rate of 2% per annum. Those
dividends will be payable in cash afier 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 and/or its subsidiaries. Those corporate actions
include (i) the appointment or replacement of the chief executive officer, (i) material acquisitions of
dispositions, (iii) mergers, consolidations or reorganizations, (iv) issuance of addmonal equity securities (other
than enumerated exceptions), (v) incurrence of indebtedness above speaﬁed 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, 2006.

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 ', .. .. .o e 3,991,675 $11.88 1,697,542
Equity compensation plans not approved by security ‘ : : .
holders ......... . oo o i —_ —_
Total ... e 3,991,675 $11.88 1,697,542

I The weighted-average exercise price does not take into account the shares issuable upon vesting of 1,126,478
outstanding restricted stock unit awards and 1,239,467 performance share awards, which have no exercise
price.
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ITEM 6. SELECTED FINANCIAL DATA.~ .7

-+~ The table below presents selected consolidated ﬁnanc1a1 data of the Company as of and for the five years
ended December 31 *2006. The historical ﬁnanc1a] data as of December 31, 2006 and 2005 and for the years
ended December 31,,.2006,72005 dand 2004 hive beeri™ 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 accompanymg notes.

The consolidated financial statements of Predecessor for the period from January 1 to December 9 2003 and
the year ended ‘December 31, 2002 were prepared while the Company was 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 Reorgamzation under
the Bankruptcy Code” (“SOP 90-7). As a result, the selected historical financial data for such periods does not
include any adjustments relating to the recoverability and classification of asset carrying amounts or the amount
and classification of labilities that would have resulted if Predecessor were deemed not to have been contmumg
as a going concern.

Upon emergence from bankrupicy 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. Our consohdated balance, sheet as of the Effective Date, which reflects’the debt and equlty
restructuring, reorganization adjustments and the adoption of fresh start reporting adjustments is dlsclosed in our
annual report on Form 10-K for the year ended December 31, 2004. As a result, the historical financial data of
Predecessor may not be entirely comparable to the historical financial data of Successor and may be of lumled
value in evaluating our financial and operating prospécts in the future.

-

"
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Successor Predecessor
Year Ended _ Pecen;[:)er 1 January 1to  Year Ended
December 31, December 31, December 31, December 31, December 9, December 31,
2006 * 2005 2004 2003 2003 2002
* (in ' milliens, except share and per share information)
Statements of Operations data; . . ) -
Revenue . ........ooiiieiniiiiinnn 5 1,871 $ 1968 $ . 2487 % 164 § 2,599 % 2,903
Costofrevenue ............ s (1,578) (1,676) (2,200) (142) (2,307 (2,703)
Selling, ‘general and administrative : o C .

EXpenses ...w....... e (342) 412) (416) (32) (367} (526)
Depreciation and amortization ......... (163) (142) (164) (8} (138) (132)
Operatingloss . ............... ... ... (212) (262) (293) (18), (213) (458)
Interest eXpense ..o ......ooorr il (106) (99) (45) 3 " {13) (62)
Reorganization items, net {(including net -

. gain on precenfirmation . - ' ‘

contingencies) ...........0 L 32. 36 29 — (124) (92)
Gain on sefflement of liabilities subject to

compromise and recapitalization .. .... — — — — 23,076 —
Gain from fresh start adjustments . ...... - — — — —_ 1,109 —
Benefit {provision) for income taxes . .. .. ()] 63y, (56) N (1) (5). i03
Income (loss) from continuing o : _

operations ... ..., 324 (363} (311 (19) 23,887 319

" Incotne (loss) from discontinued N ’ . '

operations, net . .......... .- . — : 9 25 . - 8 852 973
Income (loss) applicable to common .

shareholders .. ......... ... ........ (327 (358) (340} (1 24,739 635
Income {loss) per common share, basic: )

Income (loss) from continuing operations

applicable to common sharcholders, .

basic . ... s $ (10.50y % (16.34y % (1431) 3% (0.86) $ 2626 3 (0.37)
Income (loss) applicable to common

shareholders, basic .. ............... % (1050 % (1594 $ (1545 § {0.50) % 27120 % 070
Shares used in computing basic income ;

(lossypershare . ................... 31,153,152 22,466,180 22,002,858 22,000,000 909,413,046 903,217,277
Income (loss) per commen share,

diluted:

Income (loss) from continuing operations

applicable to common shareholders, - .

diluted .............. i 3 (1050) % (1634) % (1431 § 0.86) $ 2508 $ 0.37)
Income (loss) applicable to common

shareholders, diluted ............... b (10500 % (1594) § (1545) % (0.50) % 2597 % 0.70
Shares used in computing diluted income .

(lossypershare. .......... ... 31,153,152 22,466,180 22,002,858 22,000,000 952,459,514  903,217.277

Successor Predecessor
December 31,
2006 2005 2004 2003 2002
{in millions)
Balance Sheet data :
Cash and cashequivalents . . .. ... ... i i $ 459 % 224 $ 365 3216 $ 367
Working capital .. .. ... .. (99) (252) (57) (148) 316
Property and equipment, net .. .. ... i i i L,132. 963 1,065 1,133 904
Goodwill and intangibles, net ... ... ... . i 26 — 14 ‘110 —
TOtA] @S5ELS . . oottt e i e e 2,044 1.5%0 1,928 2,248 2,635
Short-termdebt . ... .. e e 6 — — — —
Long-term debt (including current portion) ... ... ..o i 942 649 652 200 —
Capital leases {including corrent portion) . ... ovve i it 138 76 102 % 101
Liabilities subject to compromise! ... ... oo i s — — — — 8.662
Cumulative convertible preferred stock .. ... oo e — — — — 1918
Total shareholders’ equity (deficit) ... ....... ... .. . i {195} (17%) 51 393 (10,935)




Successor Predecessor

Year Ended December 10to  January1to  Year Ended
December 31, December 31, December 9, December 31,

Cash flow data: 2006 ’ 2005 2004 2003 2003 2002
' (in millions)

Net cash provided by (used in) '
operating activities . .. ....... $ (63) - - $(122) . $(185) $(73) 3(351) .5 39

Net cash used in investing

activities . .. ...l (157) )] (64) 5) (143) (243)
Net cash provided by (used in) . . . , .

financing activities . ......... 455 (15} , 411 . (2} 436 4

! The mandatorily redeemable preferred stock and long-term debt in default were reclassified mto llabllmes
subject to compromise at December 31, 2002.

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

»  On October 11, 2006, we announced we had received 91% acceptance of our offer to purchase the then
issued and outstanding share capital of Fibernet Group Plc (“Fibernet”), thereby making the offer
unconditional and taking control of Fibernet. The total purchase price including direct costs of the
acquisition was approximately 52 million pounds sterling (approximately $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. Fibemet's
results of operations have been mcluded 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
amount of 5% Convertible Senior Notes due 2011 (the “5% Convertible Notes™) for total gross proceeds
of $384 million. 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 resulied in us receiving gross
proceeds, before underwriting fees, of approximately $111 million. The notes are additional notes issued
under the original 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 habilities. 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 Marme is included in discontinued
operations).

» The consolidated statement of operations data for all periods presented through the.date of sale/
abandonment reflects the results of Asia Global Crossing (including PCL and the Asian operations of
IXnet), Global Marine and SBSS as discontinued operations. Asia Global Crossing, a 58.9% owned
subsidiary, was abandoned on November 17, 2003 upon its filing for bankruptcy and our effective loss
of control with no corresponding proceeds or outflow, representing a gain of $1.184 billion. In' 2004
Global Marine was sold for consideration of $1 million, resulting in no gam on the sale. In 2005 we
“completed the transfer of our, interest in SBSS for conmderatmn of $14 m1"10]‘l resultmg in & 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, 2006 resulted in more than
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5,700 employee terminations and the closing of. 257. sites. Restructuring charges (credits) of
$(4) million, $18 million, $15 million, $41 million and $90 million are reflected in the results from
operations above in 2006, 2005, 2004, 2003 and 2002, respectlvely The 2006, 2005 and 2004 charges
are included in selling, general and administrative expenses. The 2003 and 2002 charges are recorded as
reorganization items as required under SOP 90-7. See further discussion under ltem 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, GCNAH,
issued $200 million principal amount of 11% senior secured notes (the “Exit Notes™) to ST 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 OPERATIONS

The following dlSCUSSlOIl and analysis should be read together with our consohdaled ﬁnanc:lal statements
and related notes appearing in this annual report on Form 10-K.

AR LI

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 comemp]ated by the statements The forward-looking information is
based on various factors and was derived from numerous assumptions. See Item 1A, “Rlsk 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.

Executive Summary

Overv:ew

We pr0v1de telecommumcauons services in most major busmess 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. The principal services we offer to our customers include data,, voice and
conferencing services. We offer these services using a global IP-based network that directly .connects more than
300 major cities in 29 countries and delivers services to more than 600 cities in 60 countries around the world.
The vast majority of our revenues are generated based on recurring SETVICEeS. We organize our operatmns into
three reportable operating segments: 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, Small Business
Group and Trader Voice. In light of our sales of our Trader Voice and, Small Business Group businesses, our

“consumer voice, Small Business Group and Trader Voice” segment now comprises only olr consumer voice
business. 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.

L

.Industry o . i ,

- The competitive landscape in the telecommunications industry is changmg rapld}y, and we belleve we are
well positioned to take advantage of these changes. Large-scale mergers continue to take p]ace in the North
Aimerican, European and Latin American markets. As the number of available service providers diminishes with
industry consolidation, we expect to experience greater demand from customers seeking network diversity and
redundancy. Our existing-customer base, capabilities and extensive network of suppllers globally posmon us as a
viable global alternative provider. .
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Strategy

See Item 1, “Business——Business'Strategy” for a discussion of our business strategy.

2006 Highlights

During 2006 our revenue for our enterprise, carrier data and indirect channel segment, which is the primary
focus of our business strategy, increased $164 miilion or'15% to $1,249 million from $1,085 million during 2005
primarily as a result of obtaining new customers and existing customer growth in specific enterprise and carrier
target markets, We also modestly increased revenue from indirect sales channels through establishing additional
system integrator and application service provider relationships.

During 2006, we posted a net operating loss of $212 million and had net cash used in operating, and
investing activities of $220 million of which $79 million related to the acquisition of Fibernet, net of cash
acquired. Cash flows used in operating activities decreased to $63 million during 2006 compared with $122
million during 2005. During the fourth quarter of 2006 we generated positive cash flow of $42 miltion, which
includes $111 million.of gross proceeds related to the issuance of senior secured notes, partially offset by $79
million of cash outflow related to the acquisition of Fibernet, net of cash acquired.

On October 11, 2006, we announced we had received 91% acceptance of our offer (o purchfise the then
issued and outstanding share capital of Fibernet, thereby making the offer unconditional and taking control of
Fibernet. The total purchase price including direct costs of the acquisition was approximately 52 million pounds
sterling (approximately $97 million). Fibernet is a prowder of specialized telecommunications services to large
enterprises and other telecommunications and intérnet service companies primarily located in ‘the United
Kingdom and Germany. As a result of the acquisition, we expect to expand our presence as a leadmg provnder of
lelecommumcatlom services in these markets.

On October 26, 2006 we announced that we have agreed to acquire the issued and to be issued share capital
of Impsat Fiber Networks Inc. (“Impsat”™) for approximately $95 million. We will assume, refinance and for
repay Impsat’s debt which was $241 millton at September 30, 2006. Impsat’s cash balance was $19 million at
September 30, 2006. We expect the transaction to close early in the second quarter of 2007. The transaction
remains subject to the satisfaction or waiver of the conditions precedent set forth in the Merger Agreement,
including the receipt of the remaining regulatory approval in Venezuela. Impsat is a Latin American provider of
IP, hosting and value-added data solutions. As a result of the acquisition we expect to provide greater breadth of
services and coverage to our Latin American operations and ‘enhance our competitive position as a global service
pr0v1der

During 2006 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) concurrent public offerings of common stock and 5% convertible notes for gross. proceeds of
$384 million; (i) a working capital facility providing up to $55 million in loans and letters of credit (subject o
various limits on availability); (iii) the issuance of 11.75% senior secured notes by GCUK for gross proceeds of
approximately 57 million pounds sterling (approxirately $111- million); and (iv) on February 14, 2007, the
issuance of $225 million in aggregate principal amount of 9.875% senior notes due February 15, 2017 which will
be used to finance a portion of the purchase price (including the repayment of debt that is not being repaid at
closing). The net proceeds from the 9.875% senior notes were placed in an escrow account'for the benefit of the
note holders pending the consummation of the acquisition.

2007 Outlook

In 2007, we expect our consolidated revenue to increase compared with 2006. We expect our enterprise,
carrier data and indirect channel segment revenue to grow significantly as a result of acquiring new customers,
increased sales to our existing customer base and including in our resulis Fibernet's operations for a full year.
Additional revenue growth is expected if the Impsat acquisition is consummated in the second guarter of 2007.
We also expect our wholesale voice segment revenue 1o decrease as we continue to focus our investments and
resources in the enterprise, carrier data and indirect channel segment.
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Adjusted gross margin dollars (defined as revenue less cost of access) are expected to increase significantly
in 2007 compared with 2006. Management believes that this anticipated increase will result from the increase in
enterpnse, carrier data and indirect channel segment revenue discussed above and from reductions in our access
charges through product mix improvements and initiatives to optimize our network.

In both the short term and the long term, we expect to generate positive cash flow from operations as a
result of the significant adjusted gross margin improvements discussed above, additional prepayments received
for IRU sales and lower restructuring payments. However, we expect our cash and cash equivalents to decline in
the- first half of 2007 due to a significant increase in capital expenditures: and debt servicing requirements
{primarily interest expense) relative to recent years. Our 2007 business plan has been-structured to partially
mitigate the effect on our cash flows of this increase in capital expenditures by financing a significant amount of
our equipment purchases. Our ability to arrange such financings is subject to negotiating acceptable terms from
equipment vendors and financing parties and to obtaining the consent of ST Telemedia pursuant to the terms of
the indenture for the Mandatory Convertible Notes.

) L}

Based on our business plan, we expect that our unrestricted cash on hand, together with cash flow from
operations and anticipated equipment financings, will provide us with the necessary liquidity to fund our debt
service requirements and investing activities until we start to generate positive cash flow begmrung in the third
quarter of 2007 and continuing over the long term. For the full year of 2007 we expect to genérate negatlve cash
flow, although to a sngmﬁcantly lesser degrec than in 2006 '

We expect to use approximately $170 million of cash on hand in connecuon “with the annclpated closing of
the Impsat acquisition in the second quarter of 2007. The acquisition is éxpected to help us realize scale in the
Latin American region and to provide a modest improvement in consolidated cash flows in the short'term with
significant cash flow improvements over the long term. To the extent we engage in further acquisitions that
require cash consideration, we will require additional financing facilliti“:.s. . Co

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based upon the
accompanymg 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, llabnhtncs 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.

. . [ , . : 1 o ¢ B .

Certain of our accounting policies are deemed “‘critical,” as they are both most important to the financial
staternent 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 consolidated 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
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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 dlspute credit reserve requirements involves 51gn1ﬁcant estimation and assumption.

Allowance for Doublful 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 currcn_t industry
trends. A specific reserve requirement review is performed on customer accounts with larger balances. A general
reserve 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 competltlve environment in the, telecommunications sector and the
volatility of the financial strength of particular customer segments mcludmg resellers and CLECs, the
collectibility 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 serv1ces are provided by vendors

The recognition of cost of access expense during any reported penod 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. At December 31, 2006-and 2003,
approximately $107 million and $134 million, respectively, were accrued related to our estimated switched voice
and leased line access costs and other access related costs. . : ' -

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 conclude 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 historical loss
rates for the particular type of dispute. If we uitimately 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 ﬁnallzegl 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
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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
cammgs The impairment loss is measured by the amourit by which the carrying amounts of the assets exceed
théir fair value. Calculating the ‘future net cash flows expectéd to be generated by assets to determine if
impairment exists and to calculate the 1mpa1rment 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, operatmg expenses, capital’ expendltures and expecled periods the assets will be
utlhzed

As a result of continuéd operating losses and negative cash flows during 2006, management performed a
recoverability test of our ‘long-lived assets as of December 31, 2006. The results of the test indicate that no
impairment of our long- hved assets exists.’ ' )

' b o . f H

Taxes

At each period end, it is necessa.ry for us to make certain estimates and assumptions to compute 'the
provision for income taxes including allocations of certain transactions to dlfferem 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 mcome 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 unant1c1pated future transactions impacting related i income tax balances.

L a0 PR \

The assessment of 2 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 were 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 a significant portion of our net asset
balance for all operations except GCUK. Certain of our U.K. deferred tax assets have been recognized due to
positive evidence of the future realization of those assets. :

Restructuring : T

We have cngaged in restructuring actlvmes which require us to make significant judgments and estimates
in determining restruclunng cha:ges, including, but not limited to, future severance costs and other employee
separation costs, stublease i income or disposal costs, length of time on market for abandoned rented facilities, and

contractual termination costs. Such estimates are mherently judgmental and changes in such estimates, especmlly
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 reprcsenls estimated future cash flows, is composed of
continuing building lease obligations and broker commissions for the restructured sites (aggregating $372 million
as of December 31, 2006), offset by anticipated receipts from-existing and future third-party subleases. As of
December 31, 2006, anticipated third party receipts were $286 million, representing $122 million from. subleases
already entered into and $164:million from subleases projected to be entered into in the future. We continue to

46




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 refated to our
restructuring activities, see “Restructuring Activities” in this Item and Note 3, “Restructuring,” to the
accompanying consolidated financial statements. ) '
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Stack-BaSed 'Compenmnon . -

Effective January 1, 2006, we adopted SFAS No. 123R “Share Based Payment,” (“SFAS 123R") using the
meodifted 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 consolidated 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,”
(“SFAS 123™), which we adopted on December 9, 2003. The fair, value method under SFAS123R is similar to the
fair value method under SFAS 123 with respect to measurement and recognition of stock-based compensation
expense except that SFAS 123R requires an cstimate of future forfeitures where as SFAS 123 permitted
recognizing the impact of forfeltures as they occur. As we estimated the impact of future forfeitures for our
share-based plans upon the adoptlon of SFAS 123, there was 1o impact to our consohdated results of operatlons
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 restrictéd stock units and using the Black-Scholes option pricing model for stock options. The
Black-Scholes model requires several subjective inputs including expected volatility, expected life of the option
and expected dividend yield., As we restructured our business through the bankruptcy process in 2002 and 2003,
we have limited historical:experience to assist us in determining the inputs and-have therefore based our inputs,
excluding dividend yleld which is.based on our expectation, on a mean; -average of our Company’s istock
volatility and an average of a select” group of our competitors assumptlons during 2005 and 2004. The
assumptions used to calculate the fair value of the options granted on December 15, 2004 and February 1, 2005
are 86% and 86%, respectively, for expected volatility, a five-year expected life of the option and 0% dividend
yield. The estimated employee attrition rate is based -on a review of “historical ‘attrition and cutrent
telecommunications market trends. 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 smgle 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. The determination of inputs used in the
Black-Scholes option pncmg model and expected employee attrition 1nvolves mgmﬁcam estimation and
assumptlon o ey ! A Lot . '

For a description of our stock-based compensation programs, see Note 18, “Stock-Based Compensation”, to
the accomp_anying consolidated financial statements included in this annual report on Form 10-K!

Assessmem of Loss Contmgenaes

@ :

We have legal and other confingencies that could result in mgmﬁcam 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 wi]l 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.

' it Toorn L i !

. ! [ o . N N , . . -
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Results of Operatlons 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 .. ... P S L $1,871 $ 1,968 $(97) T (5)Y%
Cost of revenue (excluding depreciation and amortization, - ' S
shown separately below): . -
Costof ACCESS .. .. ie i e (1,120) - (1,216) (96) (%)%
Real estate, network and operations ................... (303) (309) ©) (2)%
Third party maintenance . . ... SO e . (90) (96) - {6 (6)%
" Cost of equipment sales .. ... e (63) (55) 10 - 18%
Total cost of revenue . . . . . B (1,578) - (1,676) :
Sellmg, general and administrative .. . ... : e N - ) ‘ - {412) (70) T 1T
Depreciation’ and amortization . ........ U (163 (142) " 21 15%
OPERANG JOSS -« . - o\ttt e e e (212) (262) .
Other income (expense): X . o .
Interestincome ......................... PR . 17 13 4 31%
IntereSt eXPERSE . .. .. .. ... e, . (106) . (99 7 7%
Otherincome, NEL . ...\ttt e e e e e e . 12 12 —_— . 0%
Loss from continuing operations before reorganization items . . .- +(289) (336)
Net gain on preconfirmation contingencies . .. ........... Co 032 36 4y (1%
Loss from continuing operations before income taxes ..... L (257) (300)
Provision for income taxes ........ 0 ...couvviiiinann.. .- 67" 63 4 ' 6%
Loss from continuing operations : e e (324) .. (363)
Income from discontinued operations, net of income tax . ...... p— . 9 %) (100)%
Netloss ... ool e . (324) *(354) . o
Preferred stock dividends .. ... FE S 4. (3) {4) (1) 25)%
Loés_ applicable to common shareholders . ... ............. .8 (327) $ (358)° '

Discussion of s:gmf' cant variances:

Revenue. Our revenue decreased in 2006 compared with 2005 as a result of (i) reducuon in our carrier, voice
segment revenue as a result of decreases in sales volume; (ji) reduction in our consumer voice segment revenue
as a result of the sale of our Trader Voice and SBG businesses on May 3, 2005 and December 31, 2005,
respectively and (iii) pricing reductions for certain telecommunications services partially offset by increased
sales volume in our key target customer segment.

Revenues from our enterprise, carrier and indirect channels segment, which is 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 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
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domestic. ‘and mternatlonal carriers; (i} real estate, network and operatlons charges which 1nclude (a) employee—
related costs such as salaries and beneﬁts incentive compensauon and stock—related expenses for employees
drrectly attnbutable to the operat1on of our network (b) real [estate; expenses | for all non—restructured techmcal
sites, and (c) other non- employee related costs rncurred to operate our network, such as hcense and permrt fees
and professional fees; (iii) cost of equipment sales, which includes the software, hardware, equipment and
maintenance sold to our customers;. and (iv) third party maintenance costs incurred 1n connection with
rnamtammg the network

Fo e LN B Y ]

PR
) . o . o i R . ' Lo

Cost of access decreased 1n 2006 compared wnth 2(}05 as a result of‘ (1) reductrons in the amount ‘of usage-
based access serv1ces purchased dué to lower carrier vo1ce sales volume (11) our cost reductron mltlatlves to
optimize the access network and effecuvely Iower unit pnces and (111) a more favorable mix of sales ‘of data IP
and managed Serv1ces tr

o [ EE Taow b . T )

* Réal ‘estate, network and operauons expense decreased in 2006 compared with 2005 primarily as a résult of
a $26 million reduction in stock and cash compensation. Stock and cash comperisation décreased 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 $6
million increase in expenses a$ a result of 'including Fibernet in our ‘results since October 11, 2006, the date we
took control of their operauons (ii)'a $11 million relative 1ncrease in real estate expenses for téchnical sites
pnmanly as a result of receiving an $8 m1Ihon real estate rebate i m 2005 from our operatrons in the U K. and
(m) a $3 nulhon increase in sa]anes and beneﬁts '

Cost of equipmen't sales increased as a résult<of additional collaboration and systerii ifitegrator sales
1nvolv1ng substantral equipment components

t MR A r 4 T
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Sellmg, General and Admmtstmtwe Expenses ( “SG&A”) SG&A consist .of (i} employee-related costs
such as salaries and benefits, incentive compensation® and stock-related expenses. for eniployees not directly
atiributable 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
2ross 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 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 ¢xpenses at a
significantly lower rates than 2003 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 $3 million increase in expenses as a result of
including Fibernet in our results since October 11, 2006, the date we took control of their operations.

Depreciation and amortization. Depreciation and amortization consists of depreciation of property and
equipment, amortization of customer installation costs and amortization of identifiable intangibles. 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
(ii) additional amortization of prepaid installation charges.

Interest expense. Interest expense includes interest related to indebtedness for money borrowed, capital
lease obligations, certain tax liabilities and amortization of deferred finance costs. 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 mandatory convertible notes (the “Convertible Notes”) to additional mandatory
Convertible Notes since December 2005 and additional amortization of deferred financing costs. We accrue
interest on the Convertibie Notes at an annuoal rate of 11% due to certain provisions of the Convertible Notes
indenture that could obligate us to pay interest retroactively at that rate if we are unable to deliver common
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shares upon receiving d notice of conversion. At such time as any of the Convertible Notes are converted into
common shares of the Company all amcunts of accrued interest will be reclassified into common stock and
additional pald-m capltal As of December 31, 2006 there is approximately $36 ml]hon of accrued interest on our
consohdated balance sheet related to the Convertible Notes.

"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,for 2006 primarily consists of a $16 million non-cash, non-taxable gain
from the deemed settlement of pre- ex1st1ng arrangements with Fibernet on the date of acqu151t10n Under the
pre-ex1stmg 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 loss 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 miltion of foreign currency impacts from certain
transactions.

[
.+

Net gain on pre-confirmation contingencies, During 2006 and 2005, we scttled 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 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 valvation allowance recorded against our U.K. 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 million and $56 million for the years ended December,. 31, 2006
and 2005, 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 Marine’s and SBSS’s operations have been classified as discontinued operations for all periods
presented. During 2005 we completed the transfer of our interest in SBSS to Bndgehouse for consideration of
$14 nnlhon and recognized an $8 mn]hon gain on the sale. T
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Results of Operations for the Year Ended Decemher 31, 2005 compared to the Year Ended December 31,
2004 . o - .

b . 4 T ’ . S

Year Ended December 31, '$ Increase/ % lnereasd

2005 2004 - (Decrease) (Decrease)
mt : , {in millions)
Revenue e e e $1968 $ 2487 3519 21H)%
Cost of revenue (excludmg deprec1at10n and amortization, shown '
separately below): , o, ' ) o
.. Costofaccess .... e e _(1,216) (1,731) _ (515) (30)%
Real estate, network and operauons e .- (309) a1 o, @) ()%
Third party maintenance ........... ..o (96) (113) {17 (15)%
Cost of equipment sales ...... R . (3% . (45) 10 22%
Total costofrevenue . ... .o i e e (1,676) (2,200} .o
Selling, general and administrative . ... .. ........... o . 412) (416) 4 (%
Depreciation and amortization ............... P (142) C(16e4) 22y T (U3%
Operating foss .......... e T (262) |, (293)
Other income (expense) ' e e .
INterest iNCOME ... vttt it ir et e e eaeanranas 13 7 6 86%
. Interestexpense ,............ e SR 9% (45) 54 120%
O“ther_mcome S S 12 47 (35 (9%
Loss from continuing operations before reorganization items . . ... © (336) (284)
. 'Net 'gajn on preconﬁrmation contingencies . .............. 36 - 29 7 24%
Pogs from contmumg operatlons before mcome tAXES v e (300) (255
Provxsnon for i mcome taxes S {63) (56) ' 7 T 13%
Loss from contmumg operauons . P e 363y  (311) '
Income (loss) from discontinued operanons ‘net of income tax . ) v 9 (25).. 34 NM
I\ A [ A (354) (336)
Preferred stock dividends .. ....... e e e e 4) - (4) — - .NM
Loss applicable fo common shareholders .................. .00 % (358 8 (3400 N
5, ' LA . . P

S i I ' )
A‘IM—not*{neanfngful ‘ ‘
" Révenue. Ourrevenue decreased in 2005 compared with 2004 as a result of continued pricing reductions for
felecommunications services, the optimizing of our carrier voice segment through targeted price increases which
resulted in the migration of certain traffic off our network and reductions in our consumer voice, SBG and Trader
Voicé segriient revenue as-a result of lower investment for this segment and the sale of our Trader Voice business
on May '3, 2005. However, our revenues for our enterprise, carrier data and indirect channels segment, which is
the primary focus of our business strategy, increased in 2005 compared with 2004 as'a result of obtaining new
customers and existing customer base growth in specific enterprise and carrier target markets which resulted in
increases in sale volume (see “Segment Results” in this Item 7 for further discussion of results by segment). Our
average-annual price declines were approximately 20% for international voice services and approximately 30%
for IP accéss services, with lower rates of decline in broadband, IP VPN’ and managed data serv1ces and flat for
U.S. domestic voice services.
Cast of revenue. Cost of access decreased in 2005 compared with 2004 as a result of: (i) reductions in the
amount of usage-based access services purchased due to lower carrier voice sales volume; (ii) our cost of access
initiatives to optimize the access network -and effectively lower cost of access unit prices; and (iii) a more
favorable mix of sales of data, IP and managed .services. During the fourth quarter of 2005, we completed a
historical analysis of dispute resolution with our cost of access vendors and revised our dispute accrual
estimation process. The change in the estimation process resulted in a reduction in our dispute accrual by
approximately $10 million which was recorded as a reduction in cost of access. ot

‘
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Real estate, network and operations expense decreased primarily as a result of (i) a $10 million decrease in
salaries and benefits as a result of a reduction in workforce related to our business restructuring activities
implemented in the fourth quarter of 2004; and (ii) a $9 million reduction in real estate expenses primarily related
to reduced facilities maintenance and lower real estate taxes as a result of an $8 million real estate rebate from
our operations in the U.K. These decreases were partially offset by (a) a $12 million increase in stock
compensation expense as a result of additional equity grants during 2005, recording a full year’s charge for
grants issued during 2004 and 50% of our 2005 annual bonus which was paid in shares of common stock (as -
opposed to the 2004 bonus, which was 100% payable in cash) and (b) a $6 million increase in cash incentive
compensation and related benefits resulting from accruing the 2005 annual bonus program abové target due to
exceeding performance targets (as opposed to the 2004 annual bonus program which was accrued at a significant
discount to target due to performance being below target).

Third-party maintenance expenses decreased as a result of negotiations with maintenance vendors. In
addition, we changed the way we procure maintenance from certain vendors, which resulted in lower charges as a
result of term extensions and amendments to change maintenance charges from a standing fixed charge to a
variable charge based on actual vendor time and materials incurred.

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
$14 million decrease in salaries and benefits as a result of a reduction in workforce related to our business
restructuring activities implemented in the fourth quarter of 2004, partially offset by an increase in sales
commissions; (ii) a $8 million decrease in professional fees primarily related to fees incurred during 2004 retated
to the investigation, review and restatement of our cost of access liability as at December 31, 2003, (iii) a
$5 million decrease in non-income tax expense as a result of receiving a revised assessment with lower charges
and revisions to other estimated non-income tax reserves; (iv) a $4 million decrease in bad debt expense
reflecting improvements in account agings; and (v) a $4 million decrease in other expenqes primarily as a result
of lower medical benefit payments and vendor settlement gains during 2005.

The above decreases in SG&A were partially offset by (i) a $16 million increase in stock compensation
expense as a result of additional equity grants during 2005, recording a full year’s charge for grants issued during
2004 and 50% of our 2003 annual bonus which was paid in shares of common stock (as opposed to the 2004
bonus, which was 100% payable in cash); (it) $10 million increase in cash incentive compensation and related
benefits resulting from accruing the 2005 annual bonus program above target due to exceeding performance
targets (as opposed to the 2004 annual bonus program which was accrued at a significant discount to target due to
performance being below target); (iii) a net $2 million increase in insurance expense as a result of increased
director and officers liability insurance premiums partially offset by reductions in property insurance; and {iv) a
$3. million increase in restructuring charges reflecting lower estimated sublease payments to be received for
restructured facilities related to 2003 and prior restructuring plans, due to a decline in sublet demand for
facilities, principally in Europe.

Depreciation and amortization. Depreciation and amortization decreased as a result of (i) a significant
reduction in intangible amortization as a result of reductions in intangible assets due to fresh start accounting and
tax adjustments during 2005 and.2004 and (ii) a decrease in deferred installation amortization due to the write-off
of deferred installation charges during 2004. The decrease was partially offset by accelerated depreciation of
certain fixed assets that were decommissioned in 2005 and new depreciation expense from capital purchases
during 2005. :

Interest expense. Interest expense increased in 2005 compared with 2004 primarily due to an increase in
outstanding indebtedness for borrowed money. During 2005 we incurred interest on the GCUK Notes and the
Convertible Notes issued in December 2004. During 2004, we incurred interest on the $200 million Exit Notes
and the $125 million senior secured loan facility (the “Bridge Loan Facility™), each of which was retired on
December 23, 2004.
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Other income, net. Other income, net decreased in 2005 compared with 2004 primarily as a result of an
increase in transactional losses resulting from foreign currency impacts on transactions and recognition of an
$8 million gain for the recovery of legal fees incurred during 2004 for class action lawsuits-under our directors
and officers liability insurance policy, partially offset by gains recorded during 2005 of $14 million, $14 million,
and $2 million related to the sale of Trader Voice, SBG and marketable securities, respectively. During 2005,
foreign currency transactional losses increased $62 mllllon 1oa Ioss of $23 million compared wnh gains of
$39 million during 2004,

Net gain on pre-confirmation contingencies. During 2005 and 2004, 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 11—
Accounting for Preconfirmation Contingencies in Fresh Start Reporting and: recorded a net gain on the
scttlements 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 a change in mix of
carnings to jurisdictions with higher 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 $56 million during 2005 and 2004.

Income (loss) 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,
recognizing no gain or loss on the sale, and entered into an agreement with Bridgehouse for the transfer of our
forty-nine percent shareholding in SBSS. The results of Global Marine’s and SBSS’s operations have been
classified as discontinued operations for all periods presented through the date of their sales. 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. The loss from discontinued operations during 2004 related to Global Marine’s results
through the sale date in August 2004,

Segment Results o .

Cur results are segmented according to groupings based on a combination of products, customer types and
distribution channels. ‘

We define adjusted gross margin as revenue less cost of access. This metric is a key financial measure used
by the chief operating decision maker in assessing segment performance and allocating resources. Adjusted gross
margin is not recognized under GAAP. See Note 24 (o the ¢onsolidated financial statements for a reconciliation
of segment results to consolidated results.

+

We continually review our management model and structure, which may resulf in additional adjustments to
our operating segments in the future.

Enterprise, carrier data and indirect channels segment

Year Ended . 2006 vs 2005 2005 vs 2004

December 31, $ Increase/ % Increase/ $§ Increase/ % Increase/
2006 2005 2004 (Decrease) {Decrease) (Decrease) (Decrease)

(in millions) .

REVENUE ..o oo, $1,249 $1,035 $1,066 $l64 15% $ 19 2%
Costofaccess ................... (576) (496) (517) 80 16% 21y D)%
Adjusted gross margin ............ $ 673 § 539 % 549 $ 84 14% $ 40 %

Enterprise, carrier data and indirect channels represent areas in which we are investing our resources (o
grow our business. Enterprise consists of the provision of voice, data and collaboration services to large and
mid-sized multinational enterprises and governments. Carrier data consists of the provision of our data products,

53




including 1P, transport and capacity services, to our telecommunications carrier customers. Indirect.channels
consist of the provision of voice, data and managed services to end users through business relationships with

other telecommunications carriers, sales agents and system integrators. = e

: v oA
2006 Compared to 2005 C L C e R

Revenue. Segment revenue increased during 2006 compared with 2005 as a result of obtammg 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 appllcatlon service prov1ders These channels are expected . to. grow
significantly. .in future years. The increase in revenue was moderated by declines in pnces 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 seryices) and internet access services, declined
approx1mately 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%. Included in our '7006 segment revenue
is $22 million - related- to Flbemet s, operations since October 11, 2006, the date we took control . of their
operanons : . L o

Adjusted Gross Margin. Adjusted gross margin in this segment mcreased dunng 2006 compared wrth 2005
as a result of the increases in revenue described above, partially offset by higher cost of access charges as a result
of additional usage. : _ .- v

2005 Compared to 2004 . | S S e

- Revenue. _Segment revenue’ increased during 2005 compared with 2004 as a result of obtammg new
customers and existing customer base growth in specific enterprise and carrier target markets which résulted in
an increase in 3ales volume. There was a modest increase in revenue related to sales throughrindireét channels as
a result of entering into additional agreements with system integrators. The increase in revenie was maoderated
by declines in prices for IP access telecommunications services as well as ¢ustomer attrition. - Prices for
commoditized IP access services declined while prices for premium products such as IP. VPN, video
conferencing and managed services experienced minimal declines. Prices for enterprise voice.services were
relatively flat. e
Adjusted Gross Margin. Adjusted gross margin in this segment increased in 2005 compared with 2004, as a
result of increases in revenue descnbed above as well as a decrease in cost of access charges. The decrease in
cost of access charges was a result of our cost of access initiatives to optimize the access netyvork and effectrvely
lower cost of access unit prices and a more favorable mix of sales of data, IP and managed services. Durmg the
fourth guarter of 2005, we completed a historical analysis of dispute resolution with our cost of access vendors
and revised our dispute accrual estimation process. The change in the estimation process resulted in a reduction
in our dispute accrual by approximately $3 million which was recorded as a reduction in cost of access in the
fourth quarter of 2005. ' o

Carrier voice segment . ) 4
4 . ., b . '

Year Ended 2006 vs 2005 2005 vs 2004

December 31, $ Increase/ % Increase/ $ Increase/ % Increase/
12006 - 2005 2004 -(Decrease) (Decrease) (Decrease) (Decrease)

- (in millions)

Revenue ..................oevn.. $614 $777 $1,256  $(163) @n%  $479) (38)%

Cost of access ......... ,. .......... (543) (673) (1,133 (1300 ~ (19% (460} 41)%
Adjusted gross margin ............. $ 71°%104 $ 123  $ (33) . GH%  $ (19 (15)%
2006 Compared to 2005 : - e

1

Revenue. Segment revenue declined in 2006 compared with 2005 as we experienced reductions in sales
volume and prices. Our sales volume related to U.S. domestic long distance voice services declined by more than
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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,

Adjusted Gross Margin. Adjusted gross margin in this segment decreased in 2006 compared with 2005 as a
result of the reductions in carrier voice revenue and reductions in pricing and sales volumes. The lower revenues
were partially offset by reductions in cost of access charges due to lower sales volume.

2005 Compared to 2004

‘Revenue. Cairier voice revenue decreased during 2005 compared with 2004 as a result of our business
restructuring activities announced in the fourth quarter of 2004 designed to increase the profitability of our
carrier voice business through targeted price increases, decreased support of legacy products and the tightening
of our payment terms for long distance customers, which, in certain instances, resuited in the migration of traffic
off of our network and non-renewal of certain low margin contracts. Overall, average pricing for our U.S.
domestic long distance voice services base was relatively flat after taking into account the targeted price
mcreases . :

- Adjusted Gross Margin. Adjusted gross margin in this segment decreased during 2005 compared with 2004
as a result of reductions in our carrier voice revenue discussed above. The decrease was partially offset by
reductions in cost of access charges as a result of reductions in the amount of access services purchased due to
lower carrier sales volume and as a result of cost of access initiatives to optimize network access and effectively
lower access unit prices. Durmg the fourth quarter of 2005, we completed a historical analysis of dispute
resolution with our cost of access vendors and revised our dispute accrual estimation process. The change in the
estimation process resulted in a reduction in our dispute accrudl by approximately $7 million which was recorded
as a reduction in cost of access in the fourth quarter of 2005,

Consumer Voice, Trader Voice and SBG segment

! ’ Year Ended ’ 2006 vs 2005 2005 vs 2004

December 31, §lncrease’ % Increase/ § Increase/ % Increase/
2006 2005 2004 (Decrease}) (Decrease} (Decrease) (Decrease)

(in millions)

Revenue.............. ‘. R o $8 3106 $i65  $(98) (92)% $(59) (36)%

Costofaccess ........viiiiiirnvnnn, _(]_) 47 - 8D (46) (98)% ﬂ) . (A%
Adjusted gross margin .......... N ﬁ $59 § 84 $(52) (88)% @) 30)%

In light of the sales of our Trader Voice and Small Business Group (“SBG™) businesses, this segment now
comprises only our consumer voice business, .

4

2006 Compared to 2005 Co .

Revenue. Scgment revenue decreased in 2006 compared with 2005 primarily as a result of the sales of our
Trader Voice and SBG businesses on May 3, 2005 and December 31, 2005, respectively.

Adjusted Gross Margin. Adjusted gross margin in this segment decreased in 2006 compared with 2005 as a
result of the sales of the business groups noted above.

2005 Compared to 2004

Revenue. Segment revenue decreased during 2005 primarily as a result of pncmg reductions and the
minimization of our investment in these non-core lines of business in accordance with our restructuring plan
announced in October 2004, which included a plan to divest or exit these operations. Further reductions during
2005 were due to the sale of our Trader Voice business on May 3, 2005. On December 31, 2005 we completed
the sale of SBG.

1
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Adjusted Gross Margm Adjusted gross margm in this segmem decreased during 2005 as a result of the
reductions in revenue discussed above partially offset by reductions in cost of access charges duc to cost of
access initiatives and lower sales volume.

Liquidity and Capital Resources o ‘ I ) « |
Financial Condition and State of Liquidity

At December 31, 2006, our available liquidity consisted of $459 million of unrestricted ‘cash* and cash
equivalents. At. December 31, 2006, we also held $6 million ($3 million of which is included in long-term other
assets) in restricted cash. This restricted cash represents deposits; securing real estate lease, obligations and
collateral securing reimbursement obligations in respect of certain bank guarantees, performance bonds and
letters of credit issued for our account and related to our operations. iy

.o St ‘ . . . Lo . . .

During, 2006, we posted a net operating loss of $212 million, and had net cash used in operating and
investing activities of $220 million of which $79 million related to the acquisition of Fibernet, net of cash
acquired. Cash flows used in operating activities decreased to $63 million in 2006 compared with $122 million
during 2005. During ‘the fourth quarter of 2006 we generated positive cash flow of $42 million, which includes
$111, million of gross-proceeds related to the issuance of senior secured notes by GCUK, partially offset by $79
million-of cash outflow related to the acquisition of Fibernet, net of cash acquired. . . .

.. In both the short term and the long term, we-expect to generate positive cash flow from operations as a
result of the significant adjusted. gross margin improvements discussed, above, additional prepayments received
for IRU sales and lower restructuring payments. However, we expect our cash and cash equivalents to decline in
the first half of 2007 due to a significant increase in-capital expenditures and debt servicing requirements
(primarily interest expense) relative to recent years. Our 2007 business plan has been structured to partially
mitigate the effect on our cash flows of this increase in capital expenditures by financing a significant amount of
our equipment purchases. Our ability to arrange such financings is Subject to negotiating 'acceptable terms from
equipment vendors and financing parties and to obtaining.the consent of ST Telemedia pursuant to the terms of
the indenture for the Mandatory Convertible Notes.

' .r“: 1 P R

Based on our business p]an, we expect that our-unrestricted cash on hand, together with cash flow from
operations and anticipated equipment financings, will provide us with the necessary liquidity to fund our debt
service requirements and investing activities until we start to generate positive cash flow beginning in the third
quarter of 2007 -and continujng over the long terjn. For, the full year of 2007, we expect to generate negative cash
flow, although to a significantly lesser degree than in 2006. S o

" We expect to use approximately $170 million of cash on hand in connection with the anticipated closing of

the Impsat acquisition in the second quarter of 2007. The acquisition is expected to help us realize scale in the
Latin American region and to provide a modest improvement in consolidated cash flows in the short term and
significant cash flow improvements over the long term. To the extent we engage in further acquisitions that
require cash consideration, we will requlre additional financing facilities. Our ability to do so is subject to the
limitations in our outstandmg debt mstruments and the nghts of ST Telemedm under our outstandmg preference
shares. -

On May 30, 2006, we completed concurrent public offerings of 12;000,000 shares of common stock and
$144 million aggregate principal amount of 5% Convertible Notes for total gross proceeds of $384 million. The
net proceeds from the public offerings were approximately $371 million, after deducting underwriters™ discounts
and payment of other direct fees (see below in this Item for further information related to the 5% Convertible
Notes). The remammg net proceeds will be used for general corporate purposes, which may mclude the
acqulsmon of assels or busmesses that are complementary to our existing busmess :

" On May 10, 2006; through certain of our U.S. subsidiariés (the “W/C Facility Borrowers"), we entered into
a $55 million 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 expires on May 9, 2009,
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provides for a secured revolving line of credit of.up to $55 million; provided that the availability is limited to
$35 million until certain financial tests are met. Initial advances under the facility (excluding the May 10, 2006
advance of $1 million representing an upfront fee “rolled” into the facility) are subject to certain state regulatory
approvals, which were received in the first quarter of 2007, and to customary closing conditions. At
December 31, 2006, we.have $1 million-of borrowings and $9 million remaining available (after deduction of
letters of credit issued) under the Working Capital Facility.

As originally executed, the Working Capital Facility allowed for the issuance, in the sole discretion of the
lenders, of letters of credit prior to the satisfaction of all conditions precedent to borrowing under the facility
(including the receipt of all requ1red regulatory approvals), provided that any such letters of credit were required
to have been cash collateralized. In the thlrd quarter of 2006, the Working Capital Facility was amended to
eliminate the cash collaterallzauon requlrement During the year ended December 31, 2006, approximately
$25 million of commercial letters of credit were issued under the Working Capuaj Facility.

On October 26, 2006, we announced in connection with our recent acquisition of Fibernet, we had obtained
a financmg commitinent for up to approxnmately $95 million from ABN AMRO Bank N.V. to refinance the
Fibernet acquisition. On December 28, 2006, we cancelled the commitment and our wholly- -owned subsidiary
Global Crossing (UK) Finance PLC ("GCUK Finance™), a specnal purpose ﬁnancmg subsidiary of GCUK, issued
52 million pounds sterling aggregate principal amount 11.75% pound sterling sehior secured notes due 2014,
mcludmg a 5 million pounds sterling premium (approximately $11! million, including premium). These notes
are additional notes issued under the original bond indenture dated December 23, 2004 The proceeds from these
notes were used to refinance the Fibernet acquisition.

On October 26, 2006, we announced we had obtained a financing commitment from Credit Suisse for up to
$200 millzon to refinance most of Impsat debt that is not being repaid at closing, On February 14, 2007 we
cancelled the commitment with Credit Suisse and our wholly-owned subsidiary GC Impsat Holdings I Plc
(“GC Impsat”) issued $225 million aggregate principal 9.875% senior notes due February 15, 2017 (the
“GC Impsat Notes”). Interest is payable in cash semi annually in arrears every February 15 and August 15
commencing August 15, 2007. The proceeds of the offering will be used to finance a portion of the purchase
price (including the repayment of indebtedness) of Impsat Pursuant to an’escrow agreement, the net proceeds of
the sale of the GC Impsat Notes (plus an additional amount of cash necessary to fund accrued interest on the
GC Impsat Notes if the consummation of the acquisition does not occur by the specified date below) were placed
in an escrow account for the benefit of the note holders pending the consummation of the acquisition. If (i) the
acquisition is not consummated on or prior to May 25, 2007 or (ii) the agreement and plan of merger, dated as of
October 25, 2006, among GCL, GC Crystal Acquisition, Inc. (a wholly-owned indirect subsidiary of GCL) and
Impsat is terminated prior to May 25, 2007, GC Impsat will be required to redeem all of the GC Impsat Notes at
a redemption price equal to F)0% of the aggregate principal amount thereof, plus accrued and unpaid interest to,
but excluding, the redemption date. Pursuant to a pledge and security agreement, to be entered into on the date of
the acquisition, GC Impsat will maintain a debt service reserve account in the name of the collateral agent for the
benefit of the note holders equal to two interest payments on the GC.Impsat Notes until certain cash flow metrics
have been met. The amounts included in the debt service account will be included in restricted cash.

As required by the indenture governing the GCUK Notes, 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
10 100% of théir principal amount, plus accrued and unpaid interest, with 50% of the “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 of the 2006 Annual Repurchase Offer, GCUK does not anticipate having to purchase
any of the GCUK Notes as a result of not meeting the stipulated cash flow requirements.

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. Qur subsidiaries are
incorporated and operate in various jurisdictions throughout the world and may be subject to contractual
restrictions or legal constraints affecting their ability to pay dividends or make inter-company funds transfers.
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During 2006, GCUK served as a source of funding.for us and our other subsidiaries. GCUK made loans o
our Global Crossing Europe Limited subsidiary of approximately $31 million in April 2006. Further loans of
approximately $50 million were made’in:May 2006 after the expiration of the Annual Repurchase Offer, at which
time the loans from April 2006 were repaid in full. These intercompany leans are guaranteed by GCL, accrue a
market-related interest rate and are denominated in United States dollars. These loans ‘mature five business days
prior to the maturity of the principal outstanding of the GCUK Notes. + i+ - - oL

Substantially all of our assets have been plédged 6 secure the mdebtedness under certain of the note
issuances and the Working Capital Facility. A failure to comply with the covenants contamed inany of the Note
Issuances indentures or the Working Capital Facility loan agreement could résult in an“event of defau]t which, if
not cured or waived, could result in an acceleration of all our such debts which would adversely affect our rights
under other commercial agreements and have a material adverse effect on our business, Tesults of operations and
financial condition. If the indebtedness under any of the note issuances or Working” Capttal Facility were to be
accelerated, there can be no assurance that our assets would be suff cient to repay such indebtedness in full. In
such event, we would have to raise funds from alternative sources whlch may not be available on favorab]e
terms on a timely basis or at ali, Moreover a default by any of our subsndlanes under : any capital lease obllgatlon
or_debt obligation totahng more than $2.5 mllhon as well as the Jbankruptcy or insolvency of any of our
subsndrarles could trigger cross-default provisions under our other debt instruments, In addition, in the event of a
“Conversron Resmctlon" (as defined below under “Indebtedness Mandarory Convernbfe Notes with' Comrolhng
Shareholder”), we could be requrred to pay cash interest on the Convemble Ijotes at 11% (calculated
retroactively from the issue date) and to redeem the notes on December 23 2008 for $250 million in cash '

e . et

- Indebtedness

: g

At December 31, 2(}06 we had $948 mtlhon of indebtedness outstanding (including current portion of long-
term debt and short term debt), consisting of $512 million of GCUK Notes, $275 million of Convertible Notes
with controlling shareholders, $144 million of 5% Convertible Note$ and $17 million of othér debt: During the
year ended December 31, 2006, approximately $13 million of accrued interest reldted to the Convertible Notes
was converted into additional Convertible Notes. This’ represents accrued interest through December 29, 2006
calculated at the 4.7% annual rate that' apphes m the absence of a Conversron Restncuon (see below for a
dtscussmn of “Conversron Restnctron ) . ) 0 "

EE " N . - RS

o " Below are summaries of our prmclpal debt rnstruments outstanding on December 3[ 2006 as well as the
GC Impsat Notes issued on February 14, 2007

{

GCUK Senior Secured Notes o ) R ' ,
L . : R . i ¢ ' '

. .On December 23, 2004 GCUK Finance, issued $200 million in aggregate principal amount 'of -10.75%
U.S. dollar denominated senior secured notés due 2014 and 105'million pounds sterling aggregate. principal
amount of 11.75% pounds sterling denominated senior secured notes due 2014 (collectively, the
“GCUK Notes™). The U.S. doliar and sterling denominated notes were issued at a drscount of approximately
$3'million and 2 million pounds sterling; respectively, which résulted in the Company receiving gross proceeds,
before underwriting fees, of approximately $398 miltion. The GCUK Notes mature on the tenth anmversary of

their i tssuance Interest is payable in cash semi- annually on June 15 and December 15 - '

On December 28, 2006 GCUK Fmance issued an addttronal 52 million pounds sterling aggregate pnncrpal
amount of pound sterlmg denominated ‘GCUK Notes. The additional notes were issued at a premium of
approximately 5 million pounds sterlmg, which resulted in the Company, recelvmg gross proceeds, before
underwriting fees of approxrmately $111 million.

]

‘The GCUK Notes are sentor obhganons of GCUK Fmance and rank equal in rlght of payment w1th aJI of its
future debt. GCUK has guaranteed the GCUK Notes as a senior obligation-ranking equal in right of payment with
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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’ matenal assets of GCUK do not serve
as collateral for the GCUK Notes ' : - : ‘

GCUK Fmauce 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 up to 35% of the principal amount 6f either seriés of notes before:December 15, 2007 using the proceeds
of certain equity offerings. GCUK Finance may also redeem either series of notes, in whole but not in part upon
certain.changes in tax laws and regulauons '

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 sub51d1ar1es to pay dmdends and (vu) consolidate, merge or sell alt or substantially 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 t0-100% 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 2006 Annual Repurchase Offer, GCUK does not anticipate purchasing any of the: GCUK Notes as a resuit of
not meeting the stipulated cash flow requirement.

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 réduce the
amount of restricted payments permitted to be paid out of future Designated GCUK Excess Cash Flow. Under
the Convertible Notes indenture, loans from GCUK made to us or our other subsidiaries must be subordinted to
the payment of obligations under the Convertible Notes. The terms of any inter-company loan by GCUK to us or
our 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.

Mandarory Convemble Notes, wrth Controllmg Shareholder ‘ .

" On' December 23, 2004; Globat Crossing Limited issued the Convertlble Notes to subsndlanes of the
Company’s controlling shareholder ST Telemedia. The Convertible Notes mandatorily convert into common
equity on the fourth anniversary of their issuance. Intzrest accrues at 4.7% per annum and we are permitted (and
intend) to pay interest by issuing additional Convertible Notes. There are no sinking fund- requirements. The
holders of the Convertible Notes have the right to convert them into common shares of GCL at any time prior to
their maturity date. Any Convertible Note that is not converted into commion shares of GCL prior to the maturity
date will convert automatically into common shares on the maturity date. The nuniber of. common shares of GCL
to be issued upon conversion of the Convertible Notes will be ‘determined by dividing the principal amount
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converted (together with any. accrued but unpaid interest) by the :*Conversion Price”. The initial conversion price
is $18.60 per share. The terms of the Convertible Notes contain customary provisions for the adjustment of the
Conversion Price in the event that we declare a stock dividend or stock split or any recapitalization,
reorganization or similar transaction. In the event that we are unable to deliver common shares of GCL at
maturity of the Convertible Notes or upon receiving a notice of conversion from a holder of the Convertible
Notes; as the result of any law, rule or regulation. or administrative proclamation or any other reason (a
“Conversion Resiriction”), we are required to pay accrued interest on those Convertible Notes in cash at a rate of
11% (calculated retroactively from the December 23, 2004 issue date), provided that upon a sale or transfer of
Convertible Notes by the ST Telemedia or any of its subsidiaries to any third party, the initial interest rate of
4.7% will be reinstated upon the original terms of the Convertible Notes. If we-are unable to deliver common
shares of GCL on the maturity date, we are required to redeem the Convertible Notes for $250 million cash, plus
accrued cash interest at 11% (calculated retroactively from December 23, 2004). We are also required to repay
the Convertible Notes in cash if we were to default on the indenture governing the Convertible Notes: Due to the
possibility of a Conversion Restriction, we account for interest on the Convertible Notes by accruing at the [1%
rate. However, at such time,, if any, as the Convertible Notes are converted into common shares of GCL, all
amounts accrued for:interest and principal on the applicable Convertible Notes will be reclassified to common
stock and additional pa1d in capital on our consolidated balance sheet. :

The Convertible Notes are guaranteed by the majority of our ex1st1ng subsidiaries, except for GCUK and its
subsidiaries and GC Impsat and its subsidiaries, and are equal in right of payment with all other senior
indebtedness of GCL (including the 5% Convertible Notes) and of such subsidiaries (including one or more
working capital facilities in aggregate principal amount of up to $150 million) and with a.limited amount of
certain other senior indebtedness of us and our subsidiaries. Payment of the Convertibie Notes is secured by a
lien on substantially all the assets of us and our material subsidiaries, except for the assets of GCUK, GC Impsat
and their subsidiaries, such lien to be second priority to the lien of any working capital facilities if and when such
working capital facilities are provided.

The Convertible Notes will not be redeemable at our option prior to the occurrence of a Conversion
Restriction. After the occurrence of .a Conversion Restriction, we will have the right to redeem all or-any part of
the Convertible Notes held by ST Telemedia or any of its subsidiaries at a redemption price in.cash equal to
100% of the aggregate pr1nc1pal amount of the Convertible Notes redeemed, plus.accrued and unpaid interest.

The Convertlble Notes were issued under an mdenture which mcludes covenants and events of default that
are customary for high-yield senior note issuances. These provisions include: (i) limitations on the indebtedness
of us and our subsidiaries {other than GCUK, GC Impsat and their subsidiaries); (ii) 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
permit -us to enter into one or more waorking capital facilities. and have limited exceptions, baskets, and carve-
outs. The limitation on indebtedness covenant, in particular, permits the incurrence of the following: (i) up to
$150 million 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) vp to $50 million in purchase money debt or capital lease obligations; (iii) up to
$50 million of additional indebtedness not otherwise permitted to be incurred; and (iv) additional subordinated
debt if we satisfy the leverage ratio specified in the indenture, although we do not expect to satisfy that ratio for
the foreseeable future. Waivers previously granted by ST Telemedia have allowed us to exceed the $50 million
purchase money debt basket, although we require ST Telemedia’s consent to incur additional such debt.

5% Convertzble Notes

o

~ On May 30, 2006 we completed. a pubhc offenngs of $144 million aggregate prmc:lpal amount of 5%
convertible senior notes due 2011 (the “5% Convertible Notes”) 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,
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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 ai 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 matunty, we may unilaterally and 1rrevocahly elect to settle our conversion
obligatton in cash and, if applicable, shares of the Company’s common stock, calculated as set forth in the
indenture govemning the 5% Convemb]e Notes. During the twelve months ended May 20 2009 and May 20,
2010, we may redeem.some or.ail of the 5% Convertible Notes for cash at a redemptlon price equal to 162% and
101%, respectwely, of the pnnclpal amount belng 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 unpald interest, or
in certain cases, to convert the notes at an increased conversion rate based on the pnce paid per share of our
common stock 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
securmes with total face value of $21 rmlhon for $20 million, and pledged these securities to collateralize the
ﬁrst six interest payments due on the 5% Convertible Notes. At December 31, 2006 these securities are included
in prepard costs and other current assefs (approxrmately $7 million) and other assets (approxrmately $10 mrlhon)
The remammg net proceeds will be used for general corporate purposes, which may mclude the acquisition of
assets or busmesses that are complementary to'our exrstmg busmess

Workmg Capital Facility T ‘ ' . S

“As descrlbed above on May 10 2006, _through certain of our U. S. subfidiaries (the “W/C Facﬂlty
Borrowers "), we entered into a $55 mllhon workmg capital fac1hty with Bank of America, N.A. (the “Agent”)
and other lenders participating from t1me to time. The Working Caprtal Facnhty, _whlch expires on May 9, 2009
prov1des for a secured revolvmg line of credit of up to $55 million; provrded that the availability is limited to
$3§ million under cértain conditions. The' W/C Facility Bormowers can borrow up to (i) 85% of their eligible
bdled accounts recervable and (u) 60% of thelr eligible unbilled accounts recenvable (not to exceed $25 million
in unbilled accounts receivable), to the extent ‘the aggregate of such amounts exceed a $20 million availability
block and other reserve amounts that may be set aside by the Agent Facility fees and other fees are payable for
‘the duration of the facility. Borrowings under the Working Capital Facility will be used for commercial letiers of
credit and to fund our ongoing working capital requirements including operating losses, debt service and capital
expenditures. The Working-Capital Facility effectively allows 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 will depend upon our consolidated
restricted cash and the availability under the facility. The facility is secured by (i} guarantees from substantially
all of our 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 (iii) 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 Convertible Notes. The Work_ing.Capital Facility includes, among other
things, certain financial covenants. The Working Capital Facility can be terminated by us at any time without
penalty and can be terminated,by the lenders ninety days prior to the maturity of the Convertible Notes if.the
lenders have not received reasonable assurance that such notes will convert to equity. As required by the terms of
the restructuring agreement among us and certain subsidiaries of ST Telemedia dated October 8, 2004, we
incurred and paid a consent fee of $1 million 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, we have $1 million of borrowings and
$9 million remaining available (after deduction of letters of credit issuved) under the Working Capital Facility.

During the course of 2006, we 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 jmmaterial sales and other dispositions of
property; (3) simplified compliance with certain covenants regarding agreements with other telecommunications
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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 million to-$30 million. ' :

In addition, on March 14, 2007, the parties to the Working Capitat Facility further amended the facility:
(1) to ‘ease certain réstrictions on accessing the full amount of the facility to the extent that we meet certain
minimum cash balance and other requirements; (2) to further increase the letter of credit subline to $40 million;
(3) to reduce the minimum required “Cash EBITDA” under the financial maintenance covenant; (4) to increasc
the W/C Facility Borrowers' flexibility to incur purchase money-indebtedness up to $100 million at any one time
outstanding; (5) to increase the amount of permitted cash capital expenditures to $150 million 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, Global Crossing Impsat. Holdings [ Plc'(“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 (the “GC Imp'sat"Notes“). Interest is payable in cash semi annually in arrears every February 15 and
August 15 commencing August 15, 2007. The proceeds of the offering will be used to finance a portion of the
purchase price (including the repayment of indebtedness) of our previously announced proposed acquisition of
Impsat. Pursuant to an escrow agreement, the net proceeds of the sale of the GC Impsat Notes, (plus an additional
amount of cash necessdry to fund accrued interest on the GC Impsat Notes if the consummation of the acquisition
does not occur by the specified date below) were placed in an escrow account for the benefit of the note holders
pending the consummation of the acquisition. If (i) the acquisition is not consummated on or prior to May 25,
2007 or (ii) the agreement and plan of merger, dated as of October 25, 2006, among the GCL, GC Crystal
Acquisition: Inc.(a wholly-owned indirect subsidiary of the GCL) and Impsat is terminated prior to May 25,
2007, GC Impsat will be required to redeetn all of the GC Impsat Notes at a redemption price equal to 100% of
the aggregate principal amount thereof, plus accrued and unpaid interest to, but excluding, the redemption date.
Pursuant to a pledge and sécurity agreement, to be entered into on the date of the Acquisition, GC Impsat will
maintain a debt service reserve account in the name of the collateral agent for the benefit of the note holders
equal to two interest payments on the GC Impsat Notes until certain cash flow metrics have been met. The
amounts included in the debt sen'fice_ account will be included in restricted cash.

The GC Impsat Notes are the 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 and most of its
subsidiaries) will guarantee the GC-Impsat Notes on a senior unsecured basis, ranking equal in right of payment
with all of their other senior unsecured debit. ) -

The indenture for the GC Impsat Notes limits GC Impsat’s and its restricted subsidiaries’ ability to, among
other things: (1) incur or guaraiitee 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. . ’

Cash Manage;nent Impactls and Working Capital

. Condensed Consolidated Statements of Cash Flows -, ) . :
. - ' Year Ended

., . . _ ) Decerpber 31, $ Increase/
2006 2005  (Decrease}

- 0 ! : (in miltions)

Net cash flows used in opérating activities . ........ ... .coviiii iy $ (63) $(122) % 59:

Net cash flows used in investing activities ....... .. ... oo - (1537 (@) (153)
Net cash flows provided by (used in) financing activities . ................oo..t. 455 (15) 470
Net increase (decrease) in cash and cash equivalents ... $ 235 $(141) $376




Cash Flows from Operatmg Activities

. Cash flows used in operatmg activities, decreased in 2006 compared to 2005 as a result of lower
reorgamzauon payments, lower operating losses and continuing cash management initiatives during 2006.
4 e

Cash Flows from Investing Activities

Cash flows used in investing activities increased in 2006 compared with 2005 primarily as a result of the
Fibernet acquisition in the fourth quarter of 2006 for $79 million, net of cash acquired. In addition, during 2006
our. purchases of capital equipment increased by $29 million compared to 2005 and we acquired $20 million of
U.S Treasury securities to collateralize the first six payments duc semi-annually on the 5% Convertible Notes. In
2005, we also received greater cash receipts from asset sales than in 2006. In 2005, we received 363 million
related to the sale of our Trader. Voice and.SBG assets compared with receiving $19 million in 2006 related.to
the. sale of entities holding tax losses we did not expect to realize. Further, in 2006 we released significant
restricted cash and cash equivalents as a result of issuing letters of credit under the Working Capital Facility (see
“Off-balance sheet arrangements™ below).

Cash Flows from Financing Acnv:t:es

Cash flows provided by financing acnvmes increased dunng 2006 primarily as a result of receiving the net
proceeds, after underwriting fees and-other direct costs from the.issuance of common stock, and 5% Convertible
Notes in our public offering on May 30, 2006 and additional GCUK Notes related to the Fibernet acquisition that
took place in the fourth quarter of. 2006,

Working Capital

Our working capital increased $153 million to a negative working capital of $99 million at December 31,
2006 compared 10 a negative working capitat of $252 million at December 31, 2005. This increase in working
capital is principally due .to the 'increase in cash financing activities during 2006. These financings include the
issnance of new common stock, the 5% Convertible Notes and additional GCUK Notes related to the Fibernet
acquisition.

Contractual Cash Commitments . . Co

-

The following table summarizes our contractual cash comm:tmenls at Decemnber 3] 2006:

' ¢ ] - - L&ss than More than

' ! ’ 1 year 1-3 years 3-5 years §'years
In millions ‘ ' Total . (2007) (2008-2009) (2010-201 1) (2012-2020)
Long-term debt obligations® %, .. ... ... Lol B1025 0 $80 $139 $125 $ 681
Capital lease obligations ... .. P e 189 43 67 24 55
Operating leasé obligations . . . . .. L e 733 o8 173 132 330
Pension obligations® ............. ... .. ... ..., 1 1 — —_ —
Purchase obligations® . . ......................... 1,388 409 399 184 396

Total .. ... e $3,336  $631 $778 $465 $1,462

() - Amount does not include. any principal or interest payments due for the Convertible Notes or principal
. payments for the 5% Convertible Notes. See “—Liquidity and Capital Resources” for further information
related to the Convertible Notes and 5% Coenvertible Notes and the circumstances under which principal and
cash interest could-be payable thereunder. The principal repayment of the GCUK Notes of approximately
$508 million is included in the “More than 5 years” section of the table, as the Designated GCUK Cash
Flow will vary from period to period and we have not predicted early purchases of the GCUK Notes. The
pound sterling interest and principal due for the GCUK Notes has-been exchanged for all penods at the
December 31, 2006 year end rate of 1.9623 U.S. dollars to one pound sterling. . .

63



2> 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 2007.

@  Amounts represent contractual commitments with third parties to purchase network access services
($434 million), maintenance services for portions of our network and information technology ($411
million), other purchase order commitments ($220 million), rental payments for restructured properties
($304 million}), and deferred reorganization costs related to our bankruptcy proceedings ($19 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 smail 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, 2006 and 2005, our receivables related to our carrier sales channels represented
approximately 56% and 57%, respectively, of our consolidated receivables. Also as of December 31, 2006 and
2005, our receivables due from various agencies of the U.K. Government together represemed apprommately
15% and 18%, respectively, of our consoliddted receivables.

Off-balance sheet arrangements

Puring 2006, under the Working Capital Facility, Bank of America issued approximately $25 million of
commercial letters of credit on our behalf to certain financial institutions that had previously held cash collateral
accounts (classified as restricted cash: in our consolidated balance sheet) primarily to secure our obligations in
respect of guarantees they issued on our behalf to cover rental deposits for various administrative and technical
facilities. Upon issuance of the letters of credit, approximately $12 million that was included in the cash
collateral accounts were released to us.

Recently Issued Accounting Pronouncements

See Note 2, “Basis of Presentation and Significant Accounting Policies,” to the accompanying consolidated
financial statements for a full description of recently issued accounting pronouncements including the date of
adoption and effects on results of operations and financial condition.

Discontinued Operations

Prior to August 13, 2004, we owned a business segment engaged in the subsea cable_installation and
maintenance business: Global Marine Systems Limited (together with its subsidiaries, “Global Marine™). During
the third quarter of 2004, we completed the sale of Global Marine to Bridgehouse Marine Limited
(“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 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 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
2006 Restructuring Plan

We adopted a restructuring plan as a result of the Fibernet acquisition which terminates redundant Fibernet
employees and terminates and/or restructures certain Fibernet facility lease agreements. As a result of these
efforts we expect to incur cash restructuring costs of approximately $3 million for severance and related benefits
in connection with the anticipated workforce reductions and an additional $1 million for real estate consolidation.
At December 31, 2006, there is $2 million of restructuring liabilities remaining. 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 related to workforce reductions and real estate consolidation
will continue through 2007 and 2010, respectively.
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2004 Restructuring Plans T . ) . . ]

In light of the adverse conditions in the telecommunications industry, particularly the continued pricing
pressures for telecommunications services, our Board of Directors approved a restructuring plan on October 8,
2004 that defined exit strategies for a number of unprofitable and non-strategic parts of the business. The plan
resulted in approximately 400 reductions in headcount across a range of business functions and job classes,
principally our North American operations, and the closure of one facility. As a result of these. efforts, we
incurred cash restructuring charges of approximately $1} million for severance and related benefits in connection
with the anticipated workforce reductions and an additional $1 million for real estate consolidatiofn. All amounts
incurred for employee separations have now been paid and it is anticipated that payments in respect of real estate
consolidation will continue through 2008. At December 31, 2006, our restructunng Tiability related to these plans
was less than $1 million.

"

2003 and Prior Restructuring Plans

Prior to our emergence from bankruptcy on December 9, 2003, we announced and implemented certain
. Testructuring activities to reduce our operating expenses and cash flow requirements. The restructurmg activities
were taken as a result of the slow down of the economy and tclecommumcattons industry as well as our efforts to
restructure while under’ chapter 11 ba.nkruptcy protection. As a result of these activities, we eliminated
approximately 5,200 posmons and vacated’ appr0x1rnately 250 facilities.” All amounts incurred for employee
separations were paid as of December 31, 2004 and it is ant1C1pated that the remamder of the restructunng
liability, all of which relates to facility closings, will be paid through 2025

The undtscounted facilities closing reserve, which represents estimated futare cash flows, is composed of
continuing bulldmg lease obligations and broker commiissions fér the réstructured sites (aggregatmg $372 million
as of December 31, 2006), offset by anticipated receipts from existing and future third- -party subleases. As of
December 31, 2006, anticipated third party sublease receipts were $286 million, representing $122 million from
subleases already entered into and $164 million from subleases projected to be entered into in the future.

Durmg the year ended December 31, 2005 we mcreased our restructunng reserve for fac111ty closmgs by
$18 million due to  changes in estimated sublease income and operaung expenses related to restructured facilities.
We continue to review the anticipated costs and third- -party-sublease payments on a quarterly basis and record
adjustments for changes in these estimates in the perlod such changes become known.

Inﬂatton

+ v I
We do not believe that cur business is impactzd by 1nﬂau0n to a mgmﬁcantly different extent than the
general economy.

Other Factors That May Affect Fut_i]ré Results—Fibernet and Pending Impsat Acquisition

On October 11, 2006, we announced we had receivéd 91%. acceptance of our offer to purchase the then
issued and outstanding share capital of Fibernet, thereby making the offer unconditional and taking control of
Fibernet. 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. As a
result of the.acquisition, we expect to expand. our presence as a leading provider of telecommuntcattons services
in these markets. o ) 5 :

On October 26, 2006, we annoynced that we had agreed to acquire the issued and to be issued share capital
of Impsat for approximately $95 million. We will assume, refinance and /or repay Impsat’s debt which was $241
million at September 30, 2006. Impsat’s cash balance was $19 million at September 30, 2006. We expect the
transaction to-close early in the second quarter of 2007. The transaction remains-subject to regulatory approval in
Venezuela and other customary closing conditions. Impsat is a Latin American provider of IP, hosting and value-
added data solutions. As a result of the acquisition we expect to provide greater breadth of services and coverage
to our Latin American operations and enhance cur cornpetitive position as a global service provider.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In the normal course of business we are exposed to market risk arising from changes in foreign currency
exchange rates that could unpact our cash flows and earnings: We selecnve]y use financial mstruments to
manage these risks. . X

Py

Interest Rate Risk .

As of December 31, 2006 and 2005, we weré not subject to interest rate fluctuations as our mdebtedness had
fixed interest rates. See Item 7, “—Liquidity and Capital Resources,” for information on our 1ndebtedness For
future mdebtedness to the extent we are subject to interest rate risk, our policy is to manage mterest 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 assocnated wnth such
changes.

On October 26, 2006, we announced that we have agreed to acquire Impsat. We expect the transaction to
close early in the second quarter of 2007. The transaction remains subject to regulatory approval in Venezuela
and other customary closmg conditions. The results of Impsat's operations will be included in our consolldated
financial statements as of the acquisition date. From time to time, Impsat has been exposed to interest rate nsk on
its ﬂoatmg rate indebtedness, which has accrued mterest at specified spreads over the London Interbank Offered
Rate (“LIBOR™) or at variable rates tied to local interest rates and inflation indices, affectmg 1ts cost of ﬁnancmg
To the extent that all or some of this floating rate debt is not refinanced with fixed rate debt upon acquisition and
consolidation of Impsat s operations with our operations, we would be exposed to interest rate risk on any
unhedged portion of such ﬂoatmg rate debt. This potential exposure is not quantlﬁable or predlclab]e because of
the variability of future interest rates and inflation indices. _ . .

1 .. .
y . . . i + 4

Foreign Currency Risk

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 thé purchase price of Fibernet
which was denominated in pounds sterlmg In the 2006 statement of operations, we recorded an appr0x1mate $5
million loss related to the change in fair value of the ¢ontract in other income. The contract expired in January
2007 at which time we did not expect to record a material charge to the statement of operations.

The Euro and pound sterling were the principal foreign currencies held by us in 2006 and 2005 and
therefore changes in these foreign exchange rates provide the greatest foreign exchange risk to us.

In order to better manage our foreign currency risk, we 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 million U.S. 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 indentire governing the GCUK Notes. The cross:currency
interest rate swap s classified as a cash flow hedge in accordance with SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities,” and as a result, any unrealized gains or losses froni‘changes in
fair value are recorded in the stockholders’ equity section in the balance sheet as other comprehensive income
(loss). As of December 31, 2006 and 2005, the Company recognized urirealized (losses) gains of $(8) million and
$8 million, respectwe]y, in other comprehenswe loss related to the GCUK cross- currency interest rate swap

N

Based on our-foreign currency exposure related to interest payments on the cross-currency interest rate swap
and the pounds sterling-denominated portion of the GCUK Notes, a hypothetical 0% adverse movement in the
dollar/pound sterling currency rate would increase our net loss and decrease net cash ﬂows by approxnmalely $6
million and $4 million, respectively, at December 31, 2006 and 2005. : i
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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. , o '

As discussed above, we announced we have agreed to acquire Impsat, and accordingly, Impsat’s operations
will be included in our consolidated financial statements as of the acquisition date. Translation adjustments
related to unhedged transactions in a currency other than Impsat’s functional currencies will be recorded.in our
consolidated statements of operations. '

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 Scheclule g

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE '

None.

ITEM 9A. CONTROLS AND PROCEDlURES
Evaluation of Disclosure Controls and Procedures

. Disclosure controls and procedures 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, withdut limitation, controls and procedures
designed to ensure that information required to be disclosed by a public company in the reports that it files or
submils 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 mclude many aspects of
internal control over ﬁnancml reporting (as defined later in this ltem 9A).

In connection with the preparation of this annual report on Form 10-K, management, with the participation
of our 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 Offtcer and Chief Financial Officer have concluded that our disclosure controls and
procedures were effective at a reasonable assurance level as of December 31, 2006,

¥

Management’s Report on Internal Control over Financial R;apt;rting ‘

i

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 exiernal 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 the assets of the Company,

+ provide reasonable assurance thal transactions are recorded as necessary (o 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

» 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,
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Because of its inherent. limitations, internal control over financial reporting cannot provide absolute
assurance of the prevention or detéction 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 internat control over financial reporting based on the criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsonng Orgamzatlons of
the Treadway Commission (the “COSO Criteria”). Management reviewed the results of its assessment with the
Audit Committee of the Company’s Board of Directors. Based on its evaluation, GCL's management concluded
that the Company’s internal control over financial reporting was effective as of December 31, 2006.

On October 11, 2006 the Company acquired control of Fibemet, and Fibernet’s results of operations_ have
been included in the consolidated financial statements commencing on that date. At October 11, 2006, total
assets acquired were valued at $178 million and net assets acquired were valued at $110 million (see Note 4,
“Acquisitions,” to the accompanying consolidated financial statements). Since the acquisition was completed late
in 2006, the scope of management’s assessment of the effectiveness of internal control over financial reporting as
of December 31, 2006 does not include Fibernet. This exclusion is in accordance with the general guidance
issued by the Securities and Exchange Commission that an assessment of a recently acquired business may be
omitted from management’s report on internal control over financial reporting in‘the year of acquisition.

The Company s independent reglstered public accountmg firm, Emst & Young LLP has audlted and 1ssued
a repon expressmg oprmons'on management’s assessment of the Company’s internal control over financial
reporting and ‘on’the efféctiveness of the Company’s internal control over financial reportlng Emst & Young
LLP’s report appears below in this_ ltem 9A

'
s
.y . B "

Changes in Inlernal Control over Financial Reportmg

“There have béen no changes in our 1nternal control over ﬁnanc1al repomng during’ the quarter ended
December 31, 2006, that have matenally dffected or are reasonably llkely to materlally afféct our internal control
over financial reporting. Since Fibernet was acquired late in 2006, we are cumrently in the process of rmgratmg
overlapping processes and systems to legacy Global Crossing processes and systems,

GCUK Depreclatron Contréls = -~ L

" As reported in both the Company s 2005 annual report on Form 10- K and GCUK’ 5 2005 annual report on
Form 20-F, during 2005 the Company conducted an evaluation of the effectiveness of GCUK's internal control
over financial reporting as a subsidiary of the Company (based on U. S. GAAP) and also considered certain
information regarding GCUK'’s internal control over financial reporting on a stand-alone basis (based on U.K.
GAAP for each of GCUK’s quarterly reports in 2005 and on International Financial Reporting Standards (IFRS)
for GCUK’s full year 2005 statements). As a result of these activities, management determined that GCUK had a
material weakness in its internal control over finantial reporting under U.K. GAAP on a stand-alone basis as'of
Deceinber 31, 2005. This material weakness related to GCUK s failure to maintain appropriate controls over the
processes for calculating, recording and reporting dépreciation entries, including in particular entries that
impacted GCUK''s stand-alone U.K. GAAP findncial statéments, but did not impact the Company’s consolidated
U.S..GAAP financial statements. The Company has. implemented remediation measures which management
believes have remediated GCUK’s material weakness as of December 31, 2006. Further details regarding these
remediation actions and GCUK'’s internal control over financial reporting can be found in GCUK’s 2006 annual
report on Form 20-F expected o be ﬁled with the SEC in April 2007.

- '

3 N . .
' i . . 0 . . '
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Report of Independent Registered ‘Public Accounting Firm

The Board of Directors and Shareholders of
Global Crossing Limited

We have audited management’s assessment, included in the accompanying Management’s Report on
Internal Control over Financial Reporting, that Global Crossing Limited maintained effective internal control
over financial reporting as of December 31, 2006, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Qrganizations 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. Qur
responsibility is to express an opinion on management’s assessment and an opinion on the effectiveness of 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. Qur
audit included obtaining an understanding of internal control over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal control, 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 Fibernet, which is included in the 2006 consolidated financial statements of
Global Crossing Limited and constituted $116 million of net assets as of December 31, 2006 and $22 mitlion of-
tevenues 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 Fibernet,

In our opinion, management’s assessment that Global Crossing Limited maintained effective internal
contrel over financial reporting as of December 31, 2006, is fairly stated, in all material respects, based on the
COSO criteria. Also, in our opinion, Global Crossing Limited maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2006, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Global Crossing Limited and subsidiaries as of December 31,

2006 and 2005, and the related consolidated statements of operations, shareholders’ equity (deficit), cash flows,
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and comprehensive loss for each of the three years in the period ended December 31, 2006.and our report.dated
March 13, 2007 expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Fl Lo M R f BV
Iselin, New Jérsey ~~ * T,
March 13, 2007 ' ' '
- . . B O
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PART I1 . .- ‘ )

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

- The mformanon called for by this. Item 10 will be contained in our deﬁnmve proxy statement for use in
connection with our annual general meeting of sharcholders to be held in June' 2007.-Such information is
1ncorporated into this annual report on Form 10-K by reference.

e

ITEM 11. EXECUTIVE COMPENSATION N C

The information called for by this Item 11 will be contained in our definitive proxy statement for use in
connection with our annual general meeting- of shareholders to be held in June 2007."Such information is
incorporated into this annual report on Form 10-K by reference. However, such incorporation by reference shall
not be deemed specifically to incorporate by reference the information referred to in Item 402(a)(8) of Regulation

S-K.

In addition, on March 13,2007, the GCL Board of Directors and the Compensation Commiitee of the Board
took action on a number of compensation-related matters which impacted the executive ofﬁcers named in the
Summary Compensation Table of our proxy stalement for our 2006 Annual General Meetmg of Shareholders
(the “Named Executive Ofﬁcers”) These actions are described below.

B L ' X . .
Payout Determinations Under Pnor Compensatlon Programs ORI ‘ .

. At the' March’ 13, 2007 meeting, the Compensation Committee reviewed our financial results for 2006 in
order to determine whether (and the extent to which) performance goals were achieved under the followmg three
compensatnon programs:

+  Our 2006 annual bonus program ava.llab]e to substantlally all non-sales employees of the Company,
mcludmg the Named Executive Ofﬁcers Thls _program provided participants with the opportunity to
eam a bonus payable half in cash and half in fully vested shares of our common stock based on our
achievement of quanntauve financial performanee measures for 2006 relatmg 1o -earmings and/or the net
change in cash "and cash equivalents. For the Named Executwe Officers, the total target bonus values
ranged from $297,500 to $1,100 000 . .

* * Our2005 long-term incentive program under which 109 key employeés, including the Named Executive
Officers, were provided grants of restricted stock units, approximately half of which were scheduled to
vest on June 14, 2008 solely based on the contlnued employment through that date and approximately
half of which (the ‘2005 Performance Shares™) were scheduled to vest on December 31, 2007 based on
“ our achievement of guantitative financial performance measures f6r*2005 and 2006 relating to earnings
and/or the net change in cash and cash equivalents. For'the'Named Executive Officers, the target 2005
Performance Share opportunity ranged from 18,000 to 100,000 restricted stock units.

* The Senior Leadership Performance Program (the “'SLPP“'), which was a:‘speeial one-time program
established in November. 2004 to-help retain 22 key employees, including the Named Executive
» Officers, and. to motivate them to achieve specified performance measures related to earnings and/or.
cash flow on or prior to December 31, 2006. The program provided the participants an opportunity to
earn a special one time bonus payable half in cash and half in shares. For the Named Executive Officers,
the target SLPP opportunity ranged from $175, O()O to $550 000 in cash and from 1t 480 to 50,000
-+ " restricted stock units. : :

o After rev:ewmg -our ﬁnanc:al performance, the (’ompensahon Comn‘uttee found that the Company'made
significant strides in improving profitability and, cash flows over -the past three years. However, the
Compensation Committee determined that none of the performance measures had been met under any of the
2006 annual bonus program, the 2005 Performance Share opportunity or the SLPP and that, therefore, no
payments would be made under any of these programs. The Compensation Committee noted that the portion of
the 2005 long term incentive program providing for vesting of time-based restricted stock units on June 14, 2008
remains in effect for participants who remain employed with the Company on that date. ' ‘
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Establishment of 2007 Bonus Program

On March 13, 2007 the Board of Directors adopted the Company’s annual bonus program for 2007 (the
“2007 Bonus Program”) at the recommendation of the Compensation Committee. Substantially ‘all non-salés
employees of the Company participate in the 2007 Bonus Program. The program is intended to retain such
employees and to motivate them to help.the Company achieve its financial and business goals. The participation
of the Named Executive Officers (and certain other key executives) in the program is governed by the terms of
the Global Crossing Limited Senior Executive Short Term Incentive Compensation Plan, which is filed as
Exhibit 10.11 to this annual report on Form 10-K and is incorporated herein by this reference. . :

Each participant is provided a target award under the 2007 Bonus Program expressed as a percentage of his
or her base salary. The applicable percentages for the Named Executive Officers are as follows:

e ' . . - .

" Target Bonus

' ) Opportunity
John . Legere .. ... i 100%
DavidR. Carey ........... e e 65% .
Jean F.H.P Mandeville ....07....... e [RPPUR . 65%
José Antonio Rios ...\ . ..... DU P e e e L 65%
Daniel J. Enright ... ...........c.... e e U T 65%

Actual awards under the 2007 Bonus Program will be paid only if the Company achieves specified
performance goals for 2007 relating to earnings (the “EBITDA Metric”) (representing two- thirds of the overall
target opportunity) and/or, the net change in cash and cash equivalents (the “Cash Use Metric”) (representing
one-third of the overall target opportumty) The payout for each performance opportunity is calculated
independently of the other once financial results for 2007 have been determined. Specifically, each participant
will earn (i) 40% 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 apportunity is achieved or (iii} 140% of his or her target award for a given‘opportunity
if the maximum financial performance goal for that opportunity is achieved or exceeded. Attainment of these
objectives at threshold level is intended to require satisfictory financial performance; target payout is intended to
require more than satisfactory performance; and maximum payout is intended to require performance that
significantly exceeds. the Company’s expectations. Straight-line interpolation will be -used to determine the
payout for performance between the threshold and target goals or between the target and maximum goals. No
payout will be made for performance below threshold. :

Bonus payouts under the 2007 Bonus Program w1ll be made half in cash and half in fully vested common
shares issued under the 2003 Global Crossing Limited Stock Incentive Plan; provided that the Compensation
Commmee retains discretion to change the ailocation between shares and cash.

R P - .

Establishment of 2007 Long-Term Incentive Program .

- On March 13, 2007 the. Compensation Committee and the Board also approved the 2007 long -term
incentive program comprising the grant of restricted stock units (*RSUs™) and performance ‘shares to 123 key
employees of the Company, 1ncludmg the Named Executive Ofﬁcers under the 2003 Global Crossmg Limited
Stock Incentive Plan. oo . ; )

Each RSU will vest on March 13, 2010, subject to the participant’s continued employment through that date
and subject to earlier pro-rata vesting in the event of death or long—term disability; provided that the chief
executive officer’s RSUs vest in full upon actual or constructive termination ‘without cause (as determined in
accordance with his employment agreement) or due to death or long-term disability. An RSU entitles the
participant to receive a share of unrestricted common stock of the Company on the vestmg date. The aggregate
number of RSUs granted to the Named Executive Officers was 92 000. .- - F

.

In addmon a target perforrnance share opportumty was estabhshed for each participant. Each performance
share earned will be paid out in unrestricted shares of common stock of the Company on December 31, 2009,
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subject to the participant’s continued employment through that date and subject to earlier pro-rata payout in the
event of death or long-term disability; provided that the chief executive officer’s performance.shares vest in full
upen actual or constructive termination without cause (as determined in accordance with his employment
agreement) or due to death or long-term disability. The aggregate target number of performance shares granted to
the Named Executive Officers was 112,000.

Each participant's target performance share opportunity comprises three separate award opportunities: One
based on a goal related to combined 2007 and 2008 EBITDA Metric performarice in an amount equal to 40% of
the overall target opportunity; one based on a goal related to combined 2007 and 2008 Cash _Use Metric
performance in an amount equal to 40% of the overall target opportunity; and one based on a goal for.combined
2007 and 2008 revenue minus cost of access expense for the Company’s “Invest and Grow™ operating segment
(the “Invest and Grow Metric™) in an amount equal to 20% of the overall target opportunity. Performance shares
with respect to each of the EBITDA Metric opportunity, the Cash Use Metric opportunity and the Invest and
Grow Metric opportunity will be earned only if the Company achieves specified financial performance goals
relating to that opportunity. Specifically, each Grantee will eamn (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) 1509 of his or her target award for a given opportunity if the maximum financial performance goal for that
opportunity is achieved or exceeded. Attainment of these objectives at threshold level is intended: to require
satisfactory financial performance; target payout is intended to.require more than satisfactory performance; and
maximum payout is intended to require performance that significantly exceeds the Company’s expectations.
Straight-line interpolation will be used to determine the payout for performance between the threshold and target
goals or between the target and maximum goals. No payout will be made for performance below threshold.

The target number of RSUs and. performance shares granted to.the Named Executive Officers under the
2007 long-term incentive program are as follows: - . S Lo R

Target
Target Performance
RSUs Shares
JohnJ. Legere .......... e e e e e 43,000 52,000
DavidR. Carey ..o PR e e . .. 12,000 14,000 1
Jean F.H.P Mandewlle ...................... T 14,000 . 17,000 .
José Antonio RiOS . . ... . .. e . 12,000 15,000
Daniel L. Enright . ........................ e P 11,000 14,000

Establishment of 2007 Performance Targets For 2006 Performance Shares

On March 13, 2007, the Compensation Committee .and the Board of Directors established the 2007
performance targets for the performance share opportunities granted to key employees in connection with the
2006 long-term incentive compensation program. These performance shares vest on December 31, 2008 based on
the following three metrics of corporate financial performance for the combined 2006 and 2007 fiscal years:

* EBITDA Metric (40% weighting)
» Cash Use Metric (40% weighting)
* Invest and Grow Metric (20% weighting).

The potenual range of payout for the performance shares is 0% to 150% of the targeted award amount bascd on
the extent to which the perfonnance goals are met or exceeded . ) 2

In establishing the .2007 targets for this prog_ljz}m, the 'Compen'satizm Committee considered Company
financial performance for the 2006 portion of the two year performance period and expected Company financial
performance for 2007. The Committee recommended, and the Board of Directors agreed, that the 2006 targets
would be combined with 2007 targets such that attainment of the combined two year objectives at threshold level
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would require more than satisfactory 2007 performance; target payout would require 2007 financial performance
that significantly exceeds expectations; and maximum payout would require extraordinary financial performance
in 2007.

Granting of 2007 Retention and Motivation Awards_

On March 13, 2007, the Compensation Commiitee also reviewed a number of internal and external factors
relalmg to compensauon 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;
making significant strides towards profitability and positive cash flow; and demonstrating the ability to
make strategic acquisitions and to grow organically and inorganically, all of which demonstrate the
importance of retaining the current management team and employee base;

e The current critical stage of the Company’s development 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

~ Company’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 of special retention and motivation awards to substantially all non-sales employees of the Company
consisting principally of share grants with vesting periods of 6 to 12 months. For the Named Executive Officers,
these awards consisted of the following amounts of cash and RSUs vesting one-half six months and one-haif
twelve months after the grant date which were issued under the-2003 Global Crossing Limited Stock Incentive
Plan:

. Cash RSUs
B B D I S O $550,000 90,900
DavidR. Carey ......... e B $187,500 23,000
Jean FHPMandeville . .......c. e i iiae s $212,500 24,500
JOSE ANIOMIO RIOS .« . o\t et e e et e e ettt $250,000 31,600
Daniel J. Enright . ...ovvritiiei e iieen. . $175,000 22,100

Salary Increases for Certain Named Executive Officers .

On March 13, 2007, the Board of Directors approved salary increases for two of the Named Executive
Officers at the recommendation of the Compensation Committee. The recipients of these increases were Jean
Mandeville, the Company’s Chief Financial Officer, and David Carey, the Company’s Executive Vice President
for Strategy and Corporate Development. Effective March 13, 2007, Mr. Mandeville’s annual base salary was
increased from $425,000 to $467,500 and Mr. Carey’s annual base salary was increased from $375, 000 to
$425,000.

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 ltem 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 2007. Such information
is incorporated into this annual report on Form 10-K by reference.

74




ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information calted for by this Item 13 will be contained in our definitive proxy statement for use in
connection with our annual general meeting of “Shareholders to be held in June 2007. 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 ths Item 14 will be contamed in our definitive proxy statement for use in
connection with ouvr annual general meetlng of shareholders to be held in June 2007. Such information is
incorporated into this annual-report on.Form 10-K by reference. | |
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* PART IV

ITEM 15. EXHIBITS, FINANCI_AL STATEMENT SCHEDULES
{(a) List of docufnents ﬁied as part 0.f this report: :
1. Financial Statements-Included in Part II of thls Form 10-K:
Report of Independent Reglstered Publlc Accountmg Firm: Ernst & Young LLP.
. Consohdated Balance Sheets as of December, 31, 2006 and December 31, 2005.
Consolidated Statements of Operations for the years ended December 31, 2006, 2005 and 2004.

Consolidated Statements of Shareholders Equity (Deficit) for the years ended December 31 2006,
2005 and 2004.

Consolidated Statements of Cash Flows for the years ended December 31, 2006, 2005 and 2004.

Consolidated Statements of Comprehensive Loss for the years ended December 31, 2006, 2005 and.
2004. .

Notes to Consolidated Financial Statements

2. Financial Statement Schedules—Included in Part 11 of this Form 10-K:

Schedule II—Valuation and Qualifying Accounts

3. Exhibit Index:

Exhibit Number Exhibit

2.1 Purchase Agreement among Global Crossing Ltd., Global Crossing Holdings Ltd Joint
Provisional Liquidators of Global Crossing Lid. and Global Crossing Holdings Ltd. (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™)).

22 Amendment No. 1 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings Ltd., the JPLs, Singapore Technologies Telemedia Pte Ltid, and Hutchison
Telecommunications Ltd. dated as of December 20, 2002 (incorporated by reference to
Exhibit 2.13 of the 2002 10-K).

23 Amendmer;t No. 2 to Purchase Agreement among Global Crossing Ltd., Global Crossing
Holdings Ltd., 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).

2.4 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).

2.5 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 10-K).

2.6 . Amendment No. 5 to Purchase Agreement among Global Crossing Ltd., Global Crossmg
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).

2.7 Disclosure Statement, including Proposed Plan of Reorganization of Global Crossing Ltd.,
dated as of October 21, 2002 (incorporated by reference to Global Crossing Ltd.’s Current
Report on Form 8-K, filed on October 28, 2002). ,
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Exhibit Namber

Exhibit

2.8

29

2.10

- 211

212

2.13
31

32

41 -

4.2

43

44

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 J anuary 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 19, 2005). (The schedules and exhibits
have been omitted pursuant to item 601(b)2) of Regulation S-K. Pursuant to this regulation,
Global Crossing Limited (“GCL”) hereby agrees to furnish & 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. Pursvant to this
regulation, GCL hereby agrees to furnish a copy of any such instrument to the SEC upon
request. GCL received approval of its tequest 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 gm_on'g GCL, GC Crystal Acquisition, Inc.
(“GC Crystal™), and Impsat Fiber Networks, Inc. (“Impsat”), dated as of October 25, 2006
(incorporated by reference to Exh1blt 2.1t 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 Febrnary-22, 2007 (incorporated by reference to Exhibit 2.1 to GCL’s Current
Repert 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 (ﬁled herewith).

Amended and Restated Constitutional Documents of GCL (formerly GC Aequ1srt10n Lid.)
(incorporated by reference to Exhibit 3.6 of the 2002 10-K).

Amended and Restated Bye-Laws of GCL (formerly GC Acquisition Ltd.) dated as of
December 9, 2003 (incorporated by reference to Exhibit 3.2 to GCL’s 2003 Annual Report on
Form 10-K, filed on March 26, 2004 (the “2003 10-K")).

‘Form of stock certificate for common stock of GCL (formerly GC Acquisition Ltd.)

(incorporated by reference to Exhibit 4.1 of the 2002°10-K).

Certiﬁcate of Designations of' 2. 0% Cumulative Serrror Preferred Shares of GCL (formerly
GC Acquisition Ltd.), dated as of December 9, 2003 (mcorporated by reference to Exhibit 4.2
to the 2003 10-K).

ertten Consent of STT Crossing Ltd., the Sole Holder of the 2.0% Cumulative Senior
Convertible Prefeérred 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™).

Restructurmg Agreement dated as of October 8, 2004, among GCL., GCHL, Global Crossing
North " American Holdings, Inc., Global Crossmg (UK) Telecommunications Limited
(“GCUK™), STT Crossing Ltd., STT Hungary Liquidity Management Limited Liability
Company, and STT Commumcatlons 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™)). ‘
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Exhibit Number

Exhibit St NI

45

4.6

4.7

4.8

4.9

4.10

4.11

4.12

413

4.14

) the of the June 1, 2006 8-K).

‘reference to Exhibit 4.4 of the December 30 2004 8 K) -

Amendment No.2to Restructunng Apreemént, dated. as of May 30 2006 among GCL, GCHL,
Global Crossing North American Holdings, Inc., ‘GCUK, 'STT Crossmg Lid., and STT
Communications Ltd. (incorporated by reference to Exhrbrt 99 4 of the of the June 1, 2006 8-K).

Amendment No. | to Restructuring Agreement dated as of December 10, 2004, among GCL
GCHL, Global Crossing North American Holdlngs Inc., GCUK STI‘ Crossing Ltd., STT
Hungary qumdrty Management Limited Llablhty Company, and STT Communications Ltd.

. (mcorporated by reference to’ Exhibit 10 of GCL s, current report on Form 8-K filed on

December 13, 2004).

Indenture, dated as of December 23, 2004, by and among GCL those sub51d1ar1es of GCL
parttes thereto, including those subsrd:anes guaranteemg the notes and Wells Fargo Bank,
National Association” (“Wells Fargo“) as trustee and agent for the holders of the notes,
relating to the $250 million aggregate orrgmal pnncrpal amount of 4.7% Senior Secured
Mandatory Convertible Notes due 2008 (mcorporated by reference to Exhrblt 4.1 of GCL’s

current report on Form 8-K filed on December 30, 2004 (the “December 30, 2004 8-K™).

Amendment No. 1 to Indenture, dated: as _of May 30, 2008, by and among GCL, those
subsidiaries of GCL parties thereto, and Wells Fargo Bank, as trustee and agent for the holders
of the notes, relating to the $250 million aggregate original prmcrpal amount of 4.7% Senior
Secured Mandatory Convertrble Notes due 2008 (rncorporated by reference to Exhibit 99.3 of -

A ‘ti
t'

Warver dated as of May 23, 2006, by and among GCL GCUK and NV ells Fargo (mcorporated

by reference to Exhibit 99.2 of the May 30 2006 8- K)

»

Indenture dated as of December 23, 2004 by. and among Globa] Crossrng (UK) Frnance Plc
(“GCUK Finance”), GCUK, the other subsidiaries.of GCUK guaranteeing the notes,
STT Communications Ltd., as optionholder, AIB/BNY Fund Management (Ireland) Limited,
as Irish paying agent, and The Bank of New York as, trustee, relatrng to the approximately
$404 miilion aggregate ongmal pnncrpal amount of senior secured notes due 2014
(incorporated by reference to Exhibit 4.2 of the December 30, 2004 8-K).

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). .. - T 4

Security Arrangement’ Agreement, dated as of f'[")ecemt‘)er '23,' 2004, by and among
STT Communications Ltd., STT Grossing 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

. AN
N

Supplemental Indenture dated as of December 28 2006 among Fibernet Group Limited,
Fibernet UK Limited and Fibernet Limited, GCUK Finance, GCUK andfThe Bank of New
York, as trustee, relatmg to the approxrmately 52 mr]hon pounds sterhn!g aggregate original
principal amount of senior secured notes due 2014 (mcorporated by reference to Exhibit 4.1 to
GCL’s current report on Form 8-K fi led on Decémber 29, 2006 (the “December 29, 2006 -
8-K"™)).

Indenture dated as of May 18 2006 between GCL and Wells Fargo Bank, N.A. as trustee

‘relating to debt securities t be issued from time to time ‘undér GCL’s shelf registration
* statement filed on April 21, 2006 (mcorporated by referenee 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)

et . . -.7.‘-.-_
B T
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Exhibit Number

Exhibit : T

"4.15

4.16

4.18

4.19

4.20

421

4,22

423

424

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 GCL’s current report on Form 8-K filed June 1, 2006 (the
“June 1, 2006 8-K™)).

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). '

- Loan -and Security Agreement dated as of May I0 2006 among certain North American

subsidiaries of GCL, the financial institutions party thereto from time to time as lenders, and
Bank of America, N.A., as agent for the }enders (incorperated by reference to Exhibit 99.5 of
the of }he June 1, 2006 8-K).

Amendment No. 1, dated as of June 23, 2006, to Loan and Security Agreement dated as of
May 10, 2006 among certain North American subsidiaries of GCL, the financial institutions
party thcreto from time to time as lenders, and Bank of America, N.A., as agent for the lenders
(incorporated by reference to Exhibit 4.1 of GCL’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 2006 10-Q, filed on November 9, 2006 (the “September 30, 2006

10-Q™)).

Amendment No. 2, dated as of September 27, 2006, to Loan and Security. Agreement dated as
of May 10, 2006 among certain North American subsidiaries of GCL, the financial institutions
party thereto from time to time as lenders and Bank of America, N.A., as agent for the lenders
(incorporated by reference to Exhibit 4.2 of the September 30, 2006 10- Q).

Amendment No. 3, dated as of Oc tober 3,,1, 2006, to Loan and Securlty Agreement dated as of
May 10, 2006 among certain North American subsidiaries of GCL, the financial institutions
party thereto from time to time as lenders, and Bank of America, N.A., as agent for the lenders
(incorporated by reference to Exhibit 99.1 to GCL’s current report on Form 8-K filed on
November 3, 2006).

Amendment No. 4, dated as of December 29, 2006, to Loan and Security Agreement dated as
of May 10, 2006 among certain North American subsidiaries of GCL, the financial institutions
party thereto from time to time as lenders, and Bank of America, N.A., as agent for the lenders
(incorporated by reference to Exhibit 99.1 to GCL's current report on Form 8-K filed on
January 4, 2007). '

Amendment No. 5, dated as of March 14, 2007 to Loan and Security Agreemem dated as of
May 10, 2006 among certain North American Subsidiaries of GCL, the financial institutions
party thereto from time to time as lenders, and Bank of America, N.A., as agent for the lenders
(filed herewith). . ’

Indenture dated as of February 14, 2007 between GC Impsat Holdings I Plc (“GC Impsat”)
and Wells Fargo Bank, N.A. as trustee and Wells Fargo Bank, National Asscciation, 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 1o 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 I 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 Aprll 2! 2006 (mcorporated by refercnce to Exhibit 4.2 to the
February 20, 2007 8-K). C-
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Exhibit Number

Exhibit

10.9

10.1

10.3

104

10.6 -

L

10.7

S 10.8

10.10

10.11

© 1002

10.13

10.14

10.5

10.16

r

10.15 -

4.

102

4

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. : :

Employment Agreement dated as of December 9, 2003 between John J. Legere and GCL
(formerly GC Acquisition Ltd.) (incorporated by reference 1o 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 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 GCL (formerly GC Acquisition Ltd.) Stock Incentive Plan, as amended on June 14, 2005
(incorporated by reference to Exhibit 10.5 of the 2005 10-K).*

" Form 'of Non- -Qualified Stock Optton Agreement apphcab]e to executive officers of GCL

(fon‘nerly GC Acqmsmon Lid.) (mcorporated by reference to Exhibit 10.9 of the 2002 10-K).*

Form of Non- Quallﬁed Stock Optlon 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 Restncred Stock Unit Agreement appllcable 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 Plan
(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

thé 2004°10-K).*

Form of Indemmty Agreement applicable to directors and Executwe Commlttee members of
GCL (mcorporated by reference to Exhibit 10 16 of the September 30, 2004 10- Q).*

Cooperation Agreement dated as of December 9,. 2003, between GCL (formerly
GC Acquisition Ltd.} and the individuals signatory thereto in their capacmes as Estate
Representatlve under the Plan of Reorganization and as, or on the behalf of, the Liquidating
" Trustee under a llqurdatmg trust agreement (1ncorporated by reference to Exhibit 10.8 to the
2003 10- K)

L1qu1dat1ng ‘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)

Reglstratmn Rrghts Agreement dated as of December G, 2003 between GCL (formerly
. GC Acquisition Ltd.) and Singapore Technologies Telemedia Pte Ltd, relating to common and

preferred shares (incorporated by reference to Exhibit 10.10 to the 2003 10:K),

80




Exhibit Number

Exhibit

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

12.1
21.1
231
31.1

312

32.1

322

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 8-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).

Exchange and Registration Rights Agreement, dated as of December 23, 2004, by and among
GCUK Findnce, GCUK and Goldman Sachs & Co., relating to GCUK Notes (incorporated by
reference to Exhibit 10.3 of the December 30, 2004 8-K).

Exchange and Registration Rights Agreement, dated as of December 28, 2006, among GCUK
Finance, GCUK, and ABN AMRO Bank N.V., as initial purchaser trustee (incorporated by

- reference to Exhibit 10.1 of the December 29, 2006 8-K)

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).

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 10.21 to

GCL’s Quarterly Report on Form 10-Q, filed on May 10, 2005).

~ 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).
Computation of Ratio of Earnings to Fixed Charges (filed herewith)
Subsidiaries of GCL (filed herewith).

Consent of Emst & Young LLP {filed hefewith).

Certification by John J. Legere, Chief Executive Officer of GCL pursuant to Rule 13a-14(a} of
the Securities Exchange Act of 1934 (filed herewith).

Certification by Jean F.H.P. Mandev1lle Chief Financial Ofﬁcer of GCL pursuant to
Rule 13a-14(a) of the Securities Exchange Act of 1934 (filed herewith).

Certification by John J. Legere, Chief Executive Officer of GCL, pursuant to 18 US.C.
Section 1350, as adopted pursuant (o Section 906 of the Sarbanes-Oxley Act of 2002 (filed -
herewith).

Certification by Jean F.H.P. Mandeville, Chief Financial Officer of GCL, pursuant to 18
U.S.C. Section 1350, as adopied pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(filed herewith). ’

*  Denotes management contract or compensatory plan, contract or arrangement.

(b} See Item [5(a)(3) above.

(c) Seeltem 15(a)(2) above.
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A SIGNATURES .o . v 43

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934 the reglstrant
has duly caused this report to be signed on its behalf on March 16, 2007 by the undersigned, thetéunto duly

authorized. - - . -
GLOBAL CROSSING LIMITED T A
3
By: s/ JOHN J. LEGERE
JohnJ. Legere - = " ¢ . . T L e (L

Chief Executive Officer R
IR IR T r.
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has becn signed below on
March 16, 2007 by the following persons on behalf of the registrant in the capacities |nd{cated o, "y

W " . . . _‘ ‘.:-- i i

By: /s/ JoHN J. LEGERE March 16,2007 "= &5
John J. Legere '

Chief Executive Officer
{Principal Executive Officer)

By: /s/  JEAN F.H.P. MANDEVILLE March 16, 2007

Jean F . H.P. Mandeville
Executive Vice President and Chief Financial
Officer { Principal Financial Officer)

By: /s/ ROBERT A. KLUG March 16, 2007
Robert A. Klug
Chief Accounting Officer { Principal
Accounting Officer)

By: fs/  E.C.“PETE” ALDRIDGE, JR. March 16, 2007
E.C. “Pete” Aldridge, Jr.
Director

By: /s/  ARCHIE CLEMINS March 16, 2007
Archie Clemins
Director

By: /s/  DoNALD L. CROMER March 16, 2007
Donald L. Cromer
Director

By: /s!  RICHARD R, ERKENEFF March 16, 2007
Richard R. Erkeneff
Director

By: /s/  LEE THENG KiaT March 16, 2007
Lee Theng Kiat
Director

By: /s/ CHARLES MACALUSO March 16, 2007
Charles Macaluso
Director
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Report of Independent Reg:stered Publlc Accountmg Firm

The Board of Directors and Shareholders of
Global Crossing Limited - y . LT L T

We have audited the accompanying consolidated balance sheets of Global Crossing Limited and subsidiaries
as of December 31, 2006 and 2005, and the rélated consolidated.statements of operations, shareholders’ ‘equity
{deficit), cash flows, and comprehenswe loss for each of the three years in the period ended December 31, 2006,
Our audits also included the financial statement schedule listed in the index at item 15. These financiai
statements are the responsibility of the Company’s management. Qur responsibility is to express.an opinion on
these financial statements and schedule l?ased on our audi_ts.> . \ . e L

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 matenal misstatement. An audit includes examining, on a test
basis, evidence suppomng 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 cvaluanng
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 and subsidiaries at December 31, 2006 and 2005, and the
consolidated results of their operations and their cash flows for cach of the three years in the period ended
December 31, 2006, 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, represents in all material respects the information set forth therein.

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, 2006, 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 13, 2007
expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

Iselin, New Jersey
March {3, 2007

F-2




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the re.gistranl
has duly caused this report to be signed on its behalf on March 16, 2007 by the undersigned, thereunto duly
authorized. )

* L

(GLOBAL CROSSING LIMITED

By: s/ JOHN J. LEGERE

John J. Legere : T
Chief Executive Officer

1

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on
March 16, 2007 by the following persons on behalf of the registrant in the capacities indicated.

By: /s/ JOHN J. LEGERE - March 16,2007 -+ - '

John J. Legere
Chief Executive Officer
(Principal Executive Officer)

By: /s/  JEAN F.H.P, MANDEVILLE _ , March 16, 2007

Jean F.H.P. Mandeville
Executive Vice President and Chief Financial
Officer ( Principal Financial Officer)

By: /s/ ROBERT A. KLUG March 16, 2007

Robert A. Klug
Chief Accounting Officer (Principal
Accounting Officer)

By: /s/ E.C.“PETE” ALDRIDGE, JR. March 16, 2007
E.C. “Pete” Aldridge, Jr.
Director

By: /s/  ARCHIE CLEMINS March 16, 2007
Archie Clemins
Director

By: fs/ DonNALD L. CROMER March 16, 2007
Donald L. Cromer
Director

By: /s/ RICHARD R. ERKENEFF March 16, 2007
Richard R. Erkeneff
Director

By: s/ LEE THENG KIAT March 16, 2007
Lee Theng Kiat )
Director

By: fs/ CHARLES MACALUSO March 16, 2007
Charles Macaluso
Director
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By:

By:

By:

By:

fs/ MICHAEL RESCOE

Michael Rescoe
Director

/s/ ROBERT J. SACHS

Robert J. Sachs
Director

/s/  PETER SEAH LM HuAT

Peter Seah Lim Huat
Vice Chairman and Director

/s/ LODEWIK CHRISTIAAN VAN WACHEM

Lodewijk Christiaan van Wachem
Chairman and Director

March 16, 2007

March 16, 2007

March 16, 2007

March 16, 2007
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of ,
Global Crossing Limited - . S L ‘

We have audited the accompanying consolidated balance sheets of Global Crossing Limited and subsidiaries
as of December 31, 2006 and 2005, 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, 2006.
Our audits also included the financial statement schedule listed in the index at Item 15. These financial

‘statements are the responsibility of the Company’s management. Our 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 evaluatmg
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 and substdiaries at December 31, 2006 and 2005, and the
consolidated results of their operations and their cash flows for each of the three years in the period ended
December 31, 2006, 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, represents in all materiat respects the information set forth therein.

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, 2006, 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 13, 2007
expressed an unqualified opinion thereon.

*

fs{ ERNST & YOUNG LLP

Iselin, New Jersey
March 13, 2007,
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in millions, except share and per share information)

o

ASSETS:
Current assets: . - ' ;
Cashand cashequivalents .......... ... . .. i,

Restricted cash and cash equivalents ....................... e :

Accounts receivable, net of allowances of $43and $49 .. ... ... .. ... ... ..
Prepaid costs and other current assets ...........oovorvrieninreenaninnnnns

cee TOtal CHUITEOL BSSELS v v ve et e e e e oo ettt ne i ettt aan e e

Property and equipment, net of accumulated depreciation of $407 and $242 ... .. ..
Intangible assets, net (including goodwill of $2and $0) ..................... Ve
Other assets ...... Do P R R R REERERRE

Total assets ...... L O e

LIABILITIES:

Current Labilities:
SHOM-IENTL AEBE .« . .ttt ettt ettt ettt et e e
Accounts payable .. ... e e e e e

 Accruedcostofaccess .. ... .o i e Cen

Current portion of long=termdebt . ... ... ... ..o i e .
Accrued restructuring costs—current portion .. ............ e e
Deferred revenie—Current POrtioN .. .......oneniinrii iy iianaasn s
Other current liabilities ..................... e P PP _

Total current Babilities . . . .. o it i i i et e s

Debt with controlling shareholder ....................... ettt e
Longtermdebt . ... .. . e
Obligations under capital leases ........... ... i e
DTS ew s I = 2= 111 (=3 P
Accrued TESIIUCIUTINE COSS . ... ot e vttt es ittt iae e aneeenenns
. Other deferred liabilities .. ... ... .. i i i i

Total Habilities .......... ... n.. e e

SHAREHOLDERS’ DEFICIT:
* Common stock, 85,000,000 shares authorized, $.01 par value, 36,609,236 and
22,586,703 shares issued and outstandmg as of December 31, 2006 and 2005,

reSECtively ... ...
Preferred stock, 45,000,000 shares authorized, $.10 par value, 18,000,000 shares issued

.to controlling shareholder and outstanding as of December 31, 2006 and 2005 ... . . ...

Additonal paid-in capital ........ .. .

Accumulated other comprehensive loss ... e

Accumulated deficit . ... ... e e

Total shareholders” deficit ........ ... . i i _
Total liabilities and shareholders” deficit . . ... ... vy,

December 31,

2006 2005
$ 459 § 224
3 5

251 225
84 - 94

T 797 548
1,i32 963
2 —
8. 79
$2,044 $1,590
$ 6% —
283 ° 197
107 134
.6 26
.30 31
128 89
336 323
896 800
275 262
661 . 361
106 62
163 115
61 89
-7 74 .
2239 1,763
22
857 534
29 8)
(1,025  (701)
195) (173
$2,044 $1,590

The accompanying notes are an integral part of these consolidated financial statements.
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GLOBAL.CROSSING LIMITED AND SUBSIDIARIES .
CONSOLIDATED STATEMENTS OF OPERATIONS

(in millions, except share and per share information)

Year Ended December 31,
2006 2005 2004
REVENUE & . o oot e e e e e e e e e $ 1,871 1,968 §% 2,487
Cost of revenue (excluding depreciation and amortization, shown
separately below): . _ ‘ :
Costofaccess .. ............ e e, L (1,120) (1,216) (1,731
Real estate, network and operations ........... . (303). (309) (311)
Third party maintenance ......... e e . (90) (96) (113)
Cost of equipment sales .. .......,... G (63) (55) (45)
Total cost of revenue . ........... e L (1,578) (1,676) (2,200)
Selling, general and administrative .. .......... e (342) {412) (416)
Depreciation _qnd amortization ........................ EEER (163) (142) (164)
‘ Total Operating eXpenses . ... ..o erurnannnernnnn. (2,083) (2,230) (2,780)
OPETAtng 10SS . ..ottt ettt (212) (262) . (293)
Other income (expense): _ : ’
Interest iNCOME ... ... ittt iiiienanarnnanaaarsnnen 17 13 7
INEEIESt EXPEIISE . .+« vy ve e e enee et et ey (106) (99) (45)
Otherincome, net ... ... ... ...t 12 12 47
Loss from continuing operations before reorganization items ... ... . To(28h 336) " (284)
Net gain on preconfirmation contingencies ............. . ¢ .32 C 36 29
Loss from’ contmumg operations before income taxes e e (257) {300) (255)
Provision forincome taxes ......... ...l i (67) (63) (56)
Loss from continuing operations . . ... ... .. i e, (324) ' (363) (311
Income (loss) from discontinued operations, net of income A " .
173 S U : —_ - 9 25
Netloss .. ... S B S (324) (354)" (336)
Preferred stock dividends . .......... ...t 3 @) (4)
. Loss applicable to common shareholders .. ..... U $ (@32 (358 & - (340
Income (loss) per common share, basic and diluted:
Loss from continuing operatlons applicable to common .
shareholders .. .......... e e % (10.50) (1634) $ . (14.31)
Income (loss) from discontinued operations, net ........... .8 — 040 $ ° (L14)
Loss apphcable to common shareholders . ....... e 3 (10.50) (1594) $  (15.49
Weighted average number of-;ommon shares .............. . 31,153,152 22,466,180 - 22,002,858

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)
Accumulated Total
Additional Other ‘ Shareholders’
. Paid-in  Comprehensive Accumulated Equity
Shares Amount Shares Amount Capital Income (Loss) Deficit (Deficit)
Balance at December 31, 2003 ... 22,000,000 $— 18,000,000 § 2 $406 $ @ 5 Aan %393
Issuance of common stock from .
exercise of stock options . . . . 53,650 — — - 1 — — 1
Preferred stock dividends
($0.22 per preferred .
share) ... . ...iian — — — —_ (4) — — (4)
Foreign cumency translation
adjustment . .............. -— = - — - (26) — (26
Amortization of stock -
compensation expense .. ... - - — - 28 — — 28

Unrealized derivative loss on

cash flow hedge .......... — —_ _ —_ -— (5) —_ [&)]
Netloss .....oovvviinnnn.n. — — — —_ — — (336) (336)
Balance at December 31,2004 ... 22,053,690 $— 18,000,000 § 2 3431 3(33) $ (347 $ 51
Realization of pre-emergence
valuation allowances . .. .. .. C— = —_ - 49 — — 49
Issuance of common stock from
exercise of stock options . ... 194359  — - - 2 — — 2
1ssuance of common stock from
vested restricted stock
umits ... 338,654 — — — —_ — — —
Preferred stock dividends
($0.22 per preferred
share) ......... ..., — —_ — _ ) — — 4)
Foreign currency translation - : :
adjustment . .............. — — — — — 19 — 19
Amortization of stock : .
compensation expense .. ... — — — — 56 —_ — 56
Unrealized derivative gain on
cash flow hedge .......... —_ - —_ - —_ 8 — ' 8
Netloss . .ovvvviiieninnnnn — — — —_ —_ — (354) - (354)
Balance at December 31,2005 ... 22,586,703 $— 18,000,000 § 2 8534 (8 $ (701 $(173)
Realization of pre-cmergence .
valuation allowances . . ... .. — — —_ — 66 — — 66
Issuance of commen 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 o :
URIS .ot 1,556,102 — _ - (1) — — . (D
Preferred stock dividends \
($0.22 per preferred . .
share) ............ ... .. —- — — — (3) — — (3)
Foreign currency translation ’ ’ :
adjustment . .............. — — — —_ — {1y — (1)
Amortization of stock . )
compensation expense ..... — — — — 24 — — 24
Unrealized derivative loss on T
cash flowhedge .......... — — _ —_ — (8) — (8)
Impact of adoption of SFAS ’
158 e —_ — — — —_ (12) o — (12}
Netloss ......coevinieiaan — —_ —_ — — — .(324) (324)
Balance at December 31, 2006 ... 36,609,236 $— 15,000000 3 2 $857 $(29) $(1,025) $(195) -

The accompanying notes are an integral part of these consolidated financial statetents.
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GLOBAL CROSSING LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS © . . :
* ¢ .(in millions) .

Year Ended December 31,
. 2006 2005 2004
Cash flows provided by (used in) operating acnvmes .
N I0SS - .. et e $(324) $(354) 3(336)
Adjustments to reconcile net loss to net cash-provided by (used in) commumg operauons
Loss (income) from discontinued operations ........ ... ... ... .. ... ..o i, — % 25
Loss on sale of property and equipment ... ..ottt ieneenenan, e 2, -, 2
Gain on sale of marketable SECUItIES . . . ...\ ot ir ittt et e mo, @ —
Gainonsale of 888618 ... ... ... . e e — 28 . —
Non-cash income tax provision .. ...t i e 45 56 56
Deferred INCOME LAX .. .o vttt it e et aa e s e i - 21 —_ =
Non-cash stock COMPEnsation BXPRNSE . .. ..ottt ittt i i e 24 56 © 28
Gain on settlement of contract due to Fibernet acquisition .. ....... ... .......... e . (16) -,
Depreciation and amortization . ......... .o o e 163. ..142.. - 164
Provision fordoubtful accounts . ........ ... ... 3 <6 10
Amortization of prior period IRUs .. .. ... .o e e )] 4 )]
Deferred reorganization costs .......... e e e (3) an a4
Gain on preconfirmation CONNZENCIES . ... ...ttt e (32) @6y (29
Wiite-off of deferred financing costs ... .....oovreiinen i . — — 4
Changes in operating workingcapital ............ ... ..o il P . 35 63 . 95
ORET .ttt ettt e e s .27 - 5 - (86)
Net cash used in Operating activities . . . . . ..ot er e e ire e T(63)  (122)  (185)
Cash flows provided by (used in) investing activities: Lo _
Purchases of property and equipment ., . ........ .ottt (99) (70) . (89
Purchases of marketable SECUIHES . . ... ..uirtnnr e ittt ia e, (20) —_ . —
Fibernet acquisition, net of cash acquired ... ... ... ... it (79) —_ =
Proceeds from sale of property and equipment . ............. e — ' —
Proceeds from sale of discontinued operations . ....... .. .. ... ... . oo o= 5 1
Proceeds from sale of marketable securities . .. ... . ... ... e T4 5 19
Proceeds from sale OF BSSEES . . ...\ i\ttt cne ottt et e — 63 —
Proceeds from sale of equity interest in holding companies ............. ... v, 19 — . 4
Change in restricted cash and cash equivalents .. ... . s 18 L .8 1
Net cash used in inVesting activities . .....oo.ovrirrevrn i, A € ) B R (-7
Cash flows provided by (used in) financing activities: . o
Proceeds from long-termdebt . ... ... e 255 — 398
Proceeds from issuance of common StoCK . ... ... .ot e e 240 — —
Proceeds from short-term borrowings with controlling shareholder...................... - — . 125
Repayment of long-term debt with controlling shareholder ...................;.... ... — . = (19
Repayment of capital lease obligations . ... ...... ..o i i e (19 " (3 (1D
Proceeds from short-term debt . ............. ittt 6 — —
Repayment of current portion of long-termdebt . .......... . ... o ol PN (&) #3] —
Finance costS INCUITEd . . ... ... ... . ittt it ittt i e ee e irar s a i naaaneans 24) 2 . @n
Proceeds from exercise of stock 0ptions .. ... oottt e e 5 2 i
Net cash provided by (used in) financing activities .. ..., .. ... eerereiiaaini, 4557 (15). 411
Net increase {decrease) in cash and cashequivalents ....... ... . .. ... ... ... .o 2357 (141) o162
Net cash used by discontinued 0Derations . .. .. ......oo .ttt — = 13
Cash and cash equivalents, beginning of year . . ... ... .. ... .. i 224 35 216
Cash and cash equivalents,endof year .......................: R T R $459 $224 $365
Cash flows from discontinued operations:
Net cash used in discontinued operating activities ........... ... . ..o iiiiiin i, $ — % — $ (D
Cash used in investing activities—discontinued Operations . .............c.ceeveneireanenn.. —_ -_— @
Cash used in financing activities—discontinuved operations . .. ......... ... . .o oo, — — 2)
Net cash used by discontinued operations . . ......... .ot $ — §$ — 33

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

F-6




GLOBAL CROSSING LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(in millions)

Year Ended December 31,

2006 2005 2004
NELLOSS .+ .\ vt e e et e e e e e e et et e e PR $(324) $(354) $(336)
* Foreign cufrency translation adjustment .. ..... 0 ..ottt anaenn.. e (n 19 (26)
Unrealized derivative gain (loss) on GCUK cash flow hedges .................. (8) 8- -5
CumulauveeffeclofadopungSFAS 158 e U 12y - 7 —
Comprehensive 1oss . ... ......... e gy $(345) $(327) $(367)

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)

L BACKGROUND AND ORGANIZATION

. Global Crossmg 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 (collectlvely, 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™).

The Company provides telecommunication services using a global IP-based network that directly connects
more than 300 major cities in 29 countries and delivers services to more than 600 cities in 60 countries around
the world. The Company serves many of the world’s largest corporations, providing a full range of managed data
and voice products and services. The Company is focused on being a premier provider of global data and IP
services to enterprises and carriers, and the Company’s chief operating decision maker assesses performance and
allocates resources based on three separate operating segments (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, 2006, 2005 and 2004, 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 results 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.

. 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 Telcmedla Pte. Ltd. (“ST Telemedla”)l
and its results of operations are consolidated into those of ST Telemedia. . . .
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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)

Reclassifications . . : ) . : . ..

Certain amounts in prior period consolidated ﬁnancnal statements and accompanying footnotes have been
reclassnﬁed to conform to the current year presenlauon '

In the consolidated balance sheet as of December 31, 2005, an asset retirement obligation of $7 was
reclassified from “other current liabilities™ to “other deferred liabilities.”

Revenue Recognition

Services
. i

Revenue* derived from telecommunication and maintenance services, including sales of capacity under
operating-typeleases, 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 offenng
Consequently, the Company defers revenuie 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.

- t

Telecom Instaliation Revenue and Costs

In accordance with SEC Staff Accounting Bullelm 101, “Revenue Recogmuon in_Financial Statements™
(“SAB No. 101" ",.as amended by SEC Staff Accountlng Bulletm 104, “Revenue Recognition” (“SAB No. 104”)
the Company generally amortizes revenue related to msta]latlon services on a straight-line basis over.the average
contracted customer relationship (generally 24 months). In snuatlons where thc contracted period is s1gmﬁcantly
longer than the average, the actual contract term is used. o Yo

The Company capitalizes third-party line installation costs incurred by the Company 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—sée Note
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. Internal costs, including labor, incurred in the provisioning of customer
orders are expensed, as incurred.

—_—

Nonmonetary Transactions

" The Company may exchange capacity with mhcr'capacity or service broviders In December 2004 the FASB
issued SFAS No. 153, “Exchanges of Nonmonelary Assets—An Amendment of APB Opinion No. 29”
(“SFAS No. 153™). SFAS No. 153 amends APB Opinion No. 29 to eliminate the exception for nonmonetary
exchanges of similar productive assets and replaces it with a general exception for exchanges of nonmonetary
assets that do not have commercial substance. SFAS No. 153 is to be applied prospectively for nonmonetary
exchanges occurring in fiscal periods beginning after June 15, 2005. The Company’s adoption of SFAS No.153
on.July 1, 2005 did not have a material effect on the consolidated financial position or results of operations for
the three or six months ended December -31, 2005. Prior to the Company’'s adoption of SFAS No.- 153,
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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)

nonmonetary transactions were accounted for in accordance with APB No. 29 “Accounting for Nonmonetary
Transactions” (“APB No. 297}, where an exchange for similar capacity is recorded at a historical carryover basis
and dissimilar capacity is accounted for at fair market value wnth recogmuon of any gain or loss. There were no
material gains or losses from nonmonetary transactions for the years ended December 31, 2006, 2005 and 2004,

B L

Gross vs Net Revenue Recogmnon

The Company follows the guidance of Emergmg Issues Task Force (“EITF’) No. 99-19 “Recording
Revenue Gross as a Principal versus Net as an Agent,” 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 iri the consolidated statements of operations. If the: Company does
not act as a prmc1pal in the transaction, the transactlons are recorded on a net basis in the consohdated statement
of operations.- : :

Operating Expenses
Cost of Access

"The Company s cost of access primarily’ compnses usage—based voice charges paid to local exchange
carriers and interexchanige carriers to originate and/or terminate switched voice traffic and charges for leased
lines for dedicated- famlmes The Company’s pohcy is to record access expense as servnces are provnded 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 $ switches, multiplied by the estimated Tates for those minutes
for that month. Leased line access costs are esnmated based on the number of circuits and the average circuit
cost, accordmg 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. At December 31, 2006
and 2005, approximately $107 and $134, respectively, was accrued related to estimated switched voice and
leased line access costs and other access related.costs.

Disputes i , .

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 duririg 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 concludes
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 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 penod in which the settlement is reached as an adjustment to cost of access
expense

Operatmg Leases

The Company maintains commitments for office and equipment space, automoblles equlpment renta.ls
network capacity contracts. and other leases, under various .non-cancelable operating leases. The- lease
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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)

agreements, which expire at. various dates through 2119, 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” 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 opefating
leases.

' v ' ’ [ ' ' : ) . ot

o ol

Cash and. Cash Equwa!ents, Restricted Cash and Cash Eqmvalents { Current and Long-Term )

The Company censiders cash in banks and short-term highly liquid investments with an driginal maturity of
three months or less to be cash and cash equivalents. Cash and cash equivalents and restricted cash and cash
equivalents' are qtated at cost, which approximates fair value. Restricted cash balances, comprised of- various
rental guarantees, performance bonds and - deposits, were' $6 and $23 at December 31, 2006 and" 2005,
respectively, of which $3 and $18 are included in other assets. T ) Ch

Allowance for Doubtful Accounts and Sales Credits : T

i

. The Company provides allowances for doubtful accounts and sales' credits. Allowances for doubtful
accounts are charged to selling, gencral and admlmstrauve cxpenses while allowances for sales credits are
charged to revenpue. The adequacy of the reserves is gvaluated monthly by thc Company uuhzmg several factors
including the .length of time the receivables are past due, changes in the customer’s credit wonhmess the -
customer’s, payment history, the length of lhe customer’s rclanonshlp w1th the Company, the currenl €conomic
climate, and current mduslry trends A spemﬁc reserve requirement review is performed on customer accounls
with larger balances. A gencral reserve requirement is performed on accounts not already mcluded under the
spec1ﬁc reserve requirement utilizing past loss experience and the factors previously mentioned. Service level
requirements are assessed to determine sales credit requirements where nécessary. Allowances were $43 and $49
as of December 31, 2006 and 2005, respectively. 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 thc receivables. Such changes in estimates are recorded in
the period in which these changes become known. =~ | N . ;,

Propertjr'ancl Equipment, net - ‘ . . . .

T

" Pioperty 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. Purchases of property
and equipment, net, including amounts under capital leases, 'subsequent to the Efféctive Date are stated at cost,
net of depfeciation'and amoftization. Major enhancements are capitalized, while expenditures- for repairs and
maintenance are expensed when incurred. Costs incurréd prior to thé capital project’s completion are reflected as
construction in progress, which is reclassified to property and equipment at-the date the project is complete.
Direct internat 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 leaschold improvements and.assets acquired through capital leases, which are deprccnalcd over the
lesser of the estimated useful lives or the term of the lease.r - | . : L
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Coniinued)
(in millions, except countries, cities, number of sites, square footage,
percentage, share and per share information)

Estimated useful lives of the Company’s property and equipment are as follows as of December 31, 2006:
! . - . A LI 1 .

Buildings ............0.0 e e 10-40 years

ot ' : : e T Lesser of 20 years
" -* Leasehold improvements . .t ... ..., ..., B ... orfemaining ledse term
Furhiture, fixtures and equipmerit .-, . . . . PR e AT : 3-7 years

" Transmission equipment .. ........ .. .o iernnnnaaan.. ' 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 is reﬂeeted in_ net loss.

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. Impairiment 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 2006, management
performed a recoverability test,of the Company’s long-lived assets as of December 31, 2006. The results of the
test indicate that no impairment of the Company’s long-lived assets exists.

Internally Developed Software

" The Cdmpany capitalizes-the cost of internial-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, modifications dr upgrades to internal-use software are
capitalized only to the extent that they allow the software to perform a task it previously did not perform.
Software maintenance and training costs are expensed in the period in which they are incurred. Caprtalrzed
computer’software costs are’ amortized using the straight-line method over a period of between 3 to 5 years.
During 2006 the Company capitalized $5 of internal labor incurred to develop internal-use software. Caprtallzed '
costs are mcluded in property and equ1pmenl in the consohdated balance sheet : o

v

fntangibles ' . L T : o -

Intangibles consist primarily of "customer contracts, customer relation'shipg; and internally "'develope,d
software and goodwill primarily attributable to the assembled work force related to the 2006 acquisition of
Fibernet Group Plc (“Fibernet™). The fair values attributable to the identified intangibles as of the acquisition
date were based on a number of significant assumptions as determined by the Company and its independent
appraisal expert. Identifiable intangible assets with finite lives will be amortized under 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 did not
performed this impairment review dunng the year ended December 31, 2006 since the acquisttion, of Fibernet
occurred in the fourth quarter of 2006.-

- Deferred Financing Costs .
+ . Costs incurred to obtain financing lhrough the issuance of the GCUK Notes, Working Capital Facility and

5% Convertible Notes (as defined in Note 12) have been reflected as an asset included in “other assets” in the
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in millions, except countries, cities, number of sites, square footage,
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accompanying December 31,-2006 and 2005 consolidated balance sheets (see Note 10). The financing costs
relating to the debt is being 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. - S Ry

Costs incurred to restructure the debt w1th ST Telemedla and its submdnanes during 2004 were expensed as
incurred and are included in “selling, general and administrative expenses”. in the accompanying .consolidated
statements of operations. The unamortized deferred financing fees for the restructured debt of 34 have been
written off and are included in “other income, net” for the year ended December 31, 2004,

e
- 4

Restructuring . CoL I o,

" The. Company lmuated reslructurmg programs commencmg in August 2001, Oclober 2004 and October
2006, which have continued through December 31, 2006. The components of the restructurmg hablhty represent
direct costs of exumg lease commitments for certain real estate facility locations and employee termination costs,
along with certain othef costs associated with approved restructunng plans (see Note 3 for further information on
the Company’s restructuring plans). The restructuring programs commencing in August 2001 were recorded 'in
accordance with EITF 94-3 “Liability Recognition for Certain Employee Termination Benefits and Other Costs
to Exit an Activity (Including Certain Costs Incurred in a Restructuring)” (“EITF 94-3Y), through, January 1,
2003, when the Company adopted the provisions of SFAS No. 146, “Accountmg 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 94-3,
certain exit costs, including severance costs, were ‘accrued upon’management’s commitment to an ‘exit plan
which is generally before the exif ‘activity has occurred. The Company has applied the provisions of SFAS No.
146 to any exit or disposal activities initiated after December 31, 2002, éxceépt for restructuring programs relaied
to purchase business combinations. Restructuring programs related to purchase business combinations are
recorded in accordance with EITF No. 95-3 “Recognition of Liabilities in Connection with a Purchase Business .
Combination™ which require 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
assuinptions are recorded in the period such changes become known. Changé's in assumptions, especially as they
relateé to contractual lease commitments and related: anuclpated thlrd-pa.rty sub lease payrnents could have a
matenal effect on the restructunng liabilities. oo

U o ! . ' ! L - \

i

Denvanve Iustruments .o . - .
The Company follows SFAS No..133, “Accounung for Derivative Instruments and Hedging Acnvmes
(“SFAS No. 133" 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 (losses), 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 (losses) when-the hedged item.is: recognized in
income (losses) . ‘ ‘ T SN Y "

t [ . ) -

The Company has entered mto a cross-currency-interest rate swap transacnon to minimize exposure to any
dollat/sterling currency fluctuations related to interest payments on the $200 United States (“U.S.”) doliar-
denominated GCUK Notes.(see Note 12). 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
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changes in the hedged item’s cash flows (the interest payment on the $200 U.S. dollar-denominated GCUK
Notes). Theé fair value of the cash flow hedge is recorded to “othér deferred liabilities” and “other currént
liabilities” at December 31, 2006 and “prepaid costs and other current assets” and “other assets” at December 31,
2005. For the year ended December 31, 2006 and 2005, unrealized gains (losses) from the cross-currency interest
rate 'swap were $(5) and '$3, respectively, recognized in shareholders deficit as accumulated other
comprehensive loss (see Notes 12 and 21).

¢ -

Fair Value of Financial Instruments

The Company does not enter into financial instrumients 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, the GCUK Notes, GCUK Notés cross-currency interest rate swap, foreign exchange forward
contract, Convemble Notes and the 5% Convertlble Notes are based on market quotes, current interest rates, or
management esnmates as appropriate. (see Note 21).

. Wt

Asset Retirement Obhgauons S o

Effecnve January 1, 2003 the Company adopted SFAS No. 143 “Accounting for Asset Retirement
Obhgatlons” {“SFAS No. 143”). SFAS No. 143 recognizés 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 and
depreciated over the life of the associated fixed asset. i

.y
- Income Taxés

.. The provision for income taxes, income taxes payable and deferred income taxes are determined using the
liability method. Deferred tax 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 valuvation 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. Certain of the Company’s United Kingdom (“U.K.”) deferred tax assets have been recognized due to
positive evidence of the future realization of those assets. During 2006 the Company increased its valuation
allowance to reduce the U.K. deferred tax assets from $30 to $9 to reflect the amount considered more likely than
not to be realized. :

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 inake 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
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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. . .. . ‘ . " , ‘

a5 e “ : J
Foreign Currem'y Tmnslation and Transactions

For transactlons that are in a currency other than the entity’s functional currency, translation adjustments are
recorded in the accompanymg consolidated statements of operations, For those subsidiaries not using the U.S.
dollar as' !helr functional currency, assets and liabilitics are translated at exchange rates in effect at the balance
sheet date and 1ncome 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 immaterial 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
consohdated statements of operations for the years ended December 31, 2006, 2005 and 2004 were $6 323, -
and $39 respectwely S L . Co - L .

ioe 1 PO T o - -

LossPerCommonShare e <o o) 1
Pty g

Basfc loss per common share (“EPS”) is cornpuled as loss from contmumg operations avallable to common
shareholders dmded by the welghted -average number of common shares outstandlng for the period. Loss from
connnumg operauons apphcab]e to common sha:eholders includes preferred stock dividends for the years ended
December3l 2006 2005 and 2004 respectlvely (see Note 17).

o
i

1"-d“ e - P ' ’ C . T e, A
Stock-Based Compensation

Effective January 1, 2006, the Company adopted SFAS No. 123R, “Share Based Payment,” (“SFAS 123R”)
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 consolidated
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 123, “Accounting for Stock-Based
Compensation,™ (“SFAS 123”) which the Company adopted on December 9, 2003. The fair value method under
SFAS 123R-is similar to the fair value 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- whereas
SFAS 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 123, there was no impact
on the Company’ $ consolidated results of operations or financial position. SFAS [23R also requires the
reahzatlon of tax beneﬁts in excess of amounts fecognized for financial’ reportmg purposes to be récognized asa
ﬁnancmg chvuy ra‘ther thah an operatmg activity in the consolidated statement of cash flows. Currently only the
Company 5 "Global Crossing (UK) TeIecommunu,atlons Limited subs1d1ary (together wuh its subs1d1anes
“GCUK”) has the ability to realize any tax bénefits.” ‘

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). 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. -,
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The following are the assumptions vused to calculate the weighted average fair value of stock options granted
for the years ended December 31, 2005 and 2004. For the years ended December 31, 2005 and 2004, 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. There were no stock options granted in 2006. *

Year ended -
December 31,
. 72005 2004
Dividend yield . ...\ e BT L 0% 0%
Expected volatility ................. e e .- 6% 86%
Risk-free interestrate ................... P e 3.75% - 3.49%
Expected life (years) ...................... e e . .5 - 5

Weighted average fair value of options granted ............. RRETP $13.72  $10.68
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, 2006 and 2005, the Company’s trade
receivables related to the carrier sales channel represented approximately 56% and 57%, respectively, of the
Company’s consolidated receivabies. Also as of December 31, 2006 and 2005, the Company’s receivables due
from various agencies of the U.K. Government together represented approximately 15% and 18%, respectlvely,
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 apphcable to
particular customers, historical trends and other relevant information. As of Décember 31, 2006 and 2005, no one
customer accounted for more than 9% or 7%, respectively, of consolidated accounts receivable, net.

Pension Benefits

The Company has contributory and non-contributory employee 'pension plans. available to qua.llﬁed
employees. On Decemnber 31, 2006 the Company adopted SFAS No.158, “Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans” (“FAS 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. FAS 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 Income ( Loss)

Comprehenswe income (loss) includes net income (loss) and other non-owner related charges in equity not
included in net income (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 FAS 158.

Adbvertising Costs.

The Company expenses the cost of advertising ‘as incurred. Advertising cxpense was $3, $3, and $1 for the
years ended December 31, 2006, 2005, and. 2004, 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

The Financial Accounting Standards Board (“FASB”) issued FASB Interpretation No. 48, Accounting for
Uncertainty 'in Income Taxes: an interpretation of FASB Statement No. 109 (“FIN 487) in July 2006. This
interpretation states that an “enterprise shail initial]y recognize the financial statement effects of a tax position
where "it is more likely than not, based on the technical merits, that the position wiil be sustained upon
examination.” “More likely than not” is defined as a likélihood of greater than 50% based on the facts,
circumstances, and information available at the reporting date. FIN 48 is effective January 1, 2007 for the
Company. The cumulative effect of applying FIN:48 is t¢ be reported as an adjustment to the beginning balance
of dccumulated deficit. The Company is currently evaluating the impact of adopting FIN 48 on the Company s
financial statements.

The FASB issued Statement of Financial Accounting Standards (“SFAS”) No.157, “Fair Value
Measurements” (“FAS 1577), in September 2006. FAS .157 clarifies that the fair value is the amount that- would
be exchanged to sell an asset or transfer a liability in an orderly transaction between market participants. This
statement also 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. The provisions of FAS 157 are effective for fiscal periods beginning after
November 15, 2007 and are to be applied prospectively. The Company is currently evaluating' the impact of
adopting FAS 157. .

3, RESTRUCTURING
2006 Restmctunng Plan

The Company adopted a restructuring plan as a result of the Fibernet acquisition (see Note 4) WhICh
terminates redundant Fibernet employees and terminates and or restructures certain Fibernet facility lease
agreements, As a result of these efforts the Company expects to incur cash restructuring costs of approximately
$3 for severance and related benefits in connection with anticipated -workforce reductions and addittonal $1 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 related to
workforce reductions and real estate consolidation will continue through 2007 and 2010, respectively. The table
below reflects the activity associated with the restructuring reserve from the acquisition date through
December 31, 2006.

Employee Facility
. Separations Closings . Total

Balance at October 11, 2006 e $3

$1 $4
Deductions ........... .. . ... .. i, @ = (@)
Balance at December 31,2006 . ............. . $1 $1 $2
2004 Restructuring Plans

During the first three quarters of 2004, the Company adopted restructuring plans to combine previously
segregated customer support functions for greater efficiency and to allow the sales force to increase its focus on
customer acquisition rather than retention, to consolidate staff iocations to reduce overhead charges and improve
functional efficiency, and to achieve certain other targeted reductions. The plans resulted in the elimination of

approximately 100 employees and closure of one facility. As a result, the Company recorded $3 of restructuring .

charges, of which $2 related to severance and related benefit obligations related to the eliminated employees and
$1 related to facility closure costs, net of estimated sublease rentals. All amounts accrued under these
restructuring plans were paid during 2004.
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In light of the adverse conditions in the telecommunications industry, particularly the continued*pricing
pressures for telecommunications services, the Company’s Board of Directors approved a restructuring plan on
October 8, 2004 that defined exit strategies for a number of,unprofitable and non-strategic parts of the business.
The, plan resulted in approximately 400 reductions in headcount across a range of business functions_and job
classes, principally the North-American operations, and the closure of one facility. As a result of these. efforts the
Company incurred cash restructuring charges of approximately :$11 for severance and related, .benefits in
connection with the anticipated workforce reductions and an additional $1 for. real estate gonsol;dgno.n‘ All
amounts incurred for employee separations have now been paid and it is anticipated that payments,in respect of
real estate consolidation will continue through 2008. At December 31, 2006, the- Company s, Testructuring
liability related to these plans was less than $1. e e e s

The -table below reflects the activity associated with the restructuring reserve relatmg G thei 2004
restructunrlg plans for the years ended December 31, 2006 and 2005 : . . . T AR

Employee | Facility. . i i
Separations ' Closings  Total

'BalanceatlanuaryIZOOS .......... '$6 .".__$,.1_l:'._i$-7,':_'i, r
. Deductions ................. il P ()] ’ oo, 10,
Balance at December 31,2005 . .. ... i i — 1 RS EATRIE
Deductions . ......ouitiriier i . = (L) (1)
Balance at December 31,2006 . ..................col §— $— $: R
_ T
2003 and Prior Restruciuring Plans e

-Prior to the Company’s emergence from-bankruptcy on December 9, 2003, the Company adopted-certain
restructuring plans-as a result of the slow down of the economy and telecommiunications 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: e'mployee
separations were paid ds of December 31, 2004 and it is anticipated that the -remainder- of ‘the’ restrizcturing
liability, all of which relates to facility closings, will be paid through 2023. Lo AEET BRI SR

The undiscounted facilities closing reserve, which represents cstimated future cash flows, is composed of
continuing building lease obligations and broker commissions for the restructured sites (aggregating $372 as of
December 31, 2006), offset by anticipated receipts from existing and future third-party subleases. As of
December 31, 2006, anticipated- third-party sublease receipts were $286, representing $122 from subleases
already entered into and $164 from subleases projected to be entered into in the future.

During the year ended December 31, 2005, the Company increased its restructuring reserve for facility
closings by $18 due to changes in estimated sublease income and operating expenses related to, restructured
facilities. The Company continues to review the anticipated costs and third-party sublease payments on a
quarterly basis and records ad]ustment for changes in these estimates in the period such changes become known
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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, 2006 and 2005:

Facility

Closings
Balance at January 1, 2005 ... ... ... $i52
Change in estimated liability .. ... ... ... . i i 18
=T Tt £ oY LS S 33
Foreign currency iMpactk ... ... ...t inn e e iii e aarn el (18)
Balance at December 31, 2005 . . .. ... . it _ 119
o NeT 1o | R G 2
Change in estimated lability . ....... ... .. ... (6)
DdUCHIONS . . ottt et ettt e e e e e - 3D
Foreign currency impact ..............ciiivunainaana REEEEEEEREE PR 11
Balance at December 31,2006 ............o.ooieiiiiinnn e $ 89

Included in the $37 of deductions in 2006 are 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

On October 11, 2006, the Company announced it had received 91% acceptance of its offer to purchase the
then issued and outstanding share capital of Fibernet, thereby making the offer unconditional and taking control
of 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 enterpries
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 prov1der of felecommunications“services
in those markets, The acquisition was accounted for using the purchase method of accounting and, accordingly,
the results of Fibernet’ s operatlons 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
acquisition date, were favorable to the Company. In accordance with EITF 04-1, “Accounting for Pre-Existing
Relationships between the Parties to a Business Combination” (“EITF 04-17), 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 distribution fee over the remaining life of the agreements This
gain is included in other income, net in the consolidated statement of operations. :
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‘The following table summarizes the allocation' of the acquisition cost, including direct -costs of the

- GLOBAL CROSSING LIMITED AND SUBSIDIARIES

acquisition, to the assets a'c'quired and liabilities assumed at the date of acquisition, based on their estimated fair
|
|

values.
At October 11,
' 2006
Cashandcashequivalents .. ............ ... ... . ........ s 5 18
Accounts receivable,net . ... 19
Other CUITENt assels . . ... r ettt et iaa .5
Property, plant, and equipment, net ............. il 108
Other assels . ...\ ..ottt e e " ' 2
Intangible a8Sels ... ...ttt e s . 24
Goodwill ............... ... ... e e e L2
Total assets acquired .. .. ... .. L e 178
Deferred revenue—current POTHON .. .. ....ovtenririnensneonenanan,. 19
| Other current Habilities .. ...\ vvvovnvneti vt 18
| Deferredrevenue ..........coiiiinniannnnann. .. PN 27
“ .~ Other liabilities_ . ...... ... ........ it e - R
! Total liabilities assumed . . ... O e L. 68 “
" NetassetSacquired . .......veeinieiiiiiai e s '

VOf the $24 of acquired intangible assets (9-year weighted-average useful life), $21, $_2,_and '$l were
assigned to customer relationships (10-year weighted-average useful life), customer contracts (4-year weighted-
average useful life} and intemally developed software (2-year weighted-average useful life), respectively. |

« The $2 of goodwrll was assrgned to the enterprise, carrier data and indirect channel segment None of. the
goodwﬂl is expected to be deductible for tax purposes.

The followmg unaudlted pro forma consolidated results of operanons have been prepared as i ihe
acqursrlmn of Flbemet had occurred at January 1, 2006 and 2005 respecuvely '

o, C : ' Twelve months ended
December 3,
2006 2005
Revenue .................... PR R % 1928 3% 2040. .:
-+ : Loss applicable to common sharcholders ... ..... e TR 329 § 365 -
T Loss applicable to'common shareholders per common share—basic ~. .. - SR

i - and drluted ..................................... . $ 1056 - % 16.25

' ' . . - -

5. DISCONTINUED OPERATIONS AND DISPOSITIONS o
Sale of Global Manne and SB Submarme Systems Campany Lud ( “SBSS ”) . —

Prior to August 13, 2004, the Company owned a business segment engaged in the subsea cable mstallauon
and maintenance business: Global Marine Systems Limited (together with its subsidiaries, “Global Marine”).
During the third quarter of 2004, the Company completed the sale of Global Marine to Bridgehouse Marine
Limited (“Bridgehouse™) for consideration of $1. No gain or loss was recorded on the sale. 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
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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 dxscontmued operations
including the $8 million gain on the sale of ‘our equity interest in SBSS.

The operating'results for Global Marine and SBSS were as follows for the year ended December 31, 2004:

. . . Year Ended
- December 31,
: 2004
Revenue ... ... i . e A $ 70
Operating eXpenses . . ... ...ttt i e - (100)
Operatingloss . ........ ... .ot [ e (30)
Interest expense, net . ... ... ot i O
Other income, iet .............. [ R 12
Loss from discontinued operations ... ......... ... ... .. ... ... $ 25
6. ACCOUNTS RECEIVABLE e e . :
" Accounts receivable consist of the folloWing: ' o .
‘ ‘ ﬁmember 31,
2006 2005 .
Accounts receivable: - ' fooes IR ot S e e s
Billed-................ N e $230 3202 :
* Unbilled ........ e e S 64 . 7200
Total accounts receivable ......... e, A . 294 274 ,
Allowances ............... e e 43 49
. Accounts receivable, net of allowances ......... e eeeee... %251 225 . -

. t
' .o . . . . . .

The fair value of accounts receivable balances approximates their carrying value because of their short-term
nature, The Company is exposed to concentrations of credit risk from other telecommunications provnders (see
Note 2). . .

7. PREPAID COSTS AND OTHER CURRENT ASSETS
Prepaid costs and other curfent assets consist of the following:

December 31; .
2006 2005

Prepaid capacity and operations, administration and mamtenance costs and ' :
deferred installation costs ... ... .. e P $21  $26
Prepaid taxes, including value added taxes in foreign ]l.ll‘lSdlCth[lS e - 24 22
Prepaid rents and deposits ... ... .. .. .. L e 10 10
Deferred 1ax assets . ..ot i et i s - — 9
Marketable securities ............ I P L -7 —_
Other . oo e 22 27
Total prepatd costs and other current assets .. ..................... - $84 894
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8. PROPERTY AND EQUIPMENT . Y A - ce T

s ; - ¥

Property a.nd eqmprnent mcludmg assets. held under cap1tal ]eases _consist of the followmg

December 31,

Land Lo e e e JUPR $ 5 $ 5
BUMINES . .ottt t et e e e e e | 37
Leasehold improvements . .. .............ciiiiiiauiriiiiannns . 47 60
Furniture, fixtures and equipment .................. e e % 0 40
Transmission equipment .......... P e 1,295 1,035 -
Conétruction 0 Progress . ......i...vov... e e 317 - 28
.. Total property and equ1pn1ent .............................. $1 539" $ 1,205
Accumulated depreciation .. ............... e e (407) _(242)
Property and equipment, net . ... .. A . L $1 132§ 963

As disclosed in Note 2, the Company adjusted its carrying vatue of property and equipment o their
estimated fair values at the Effective Date. The Company engaged, an independent appraisal expert to assist,in the
preliminary allocation of the Company’s value to its property and equipment. \

© Assets rgc‘c)rde& d_ﬁder capital lease agreements included in property and equipment consisted of $109 and
$36 of cost less accumulated depreciation of $27 and $11 at December 31, 2006 and 2005, respectively.

. ) -
Labor related to internally developed software in the amount of $5 and $0 was capitalized at December 31,
2006 and December 31, 2005, respectlvely The accumulated depre::lanon related to mternal labor _was less than

$1.

T

Depreciation and amortization expense related to property and equipment and third-party line installation
costs (see Note 2) for the years ended December 31, 2006, 2005 and 2004 was approxlmately $163 $142 and

$154, respectively. e

. , . g . . . . . >
' MR i v AL R | ’ . Y. . R . T

-+ : e . i, Yoo I

9. INTANGIBLES
Intangible assets, net consist of the fdllowing: N . .
. , o . Estimated  December 31,
e ! * UsefulLife =~ ' 2006
Goodwill ......... R — $2
Customer contracls .................................... 4 yrs 2
Customer relationships .. ... S el o o Ad0yrs oo 21
Internally developed software .. ................. P 12y - 1
Inta_ngibleassets,-nét T S A NN Co v $26 - .

i . e v

At December 31, 2006 the accumulated amortization of intangibles was‘$'ll.
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The following table projects the expected future amortization of the above intangible assets for the next five

years: ‘ , .
Year Ending December 31,
2007 .. e 54
2008 e e e 3
2000 .. e P 3
2000 e 3
2001 L e 2
10. OTHE_R ASSETS '
Other assets consist of the following:
. . . . - ' December 31
Restricted cash—long term portion .......................... e $3 $I8
Deferred tax assets ... ..ottt e 9 13
Deferred finance costs, net ... .. ... e i <317
Deferred installation costs—long-term portion ........... P P 6
Marketable securities ........ e T 10, —
o Other ..o ERRP ST TTPPIN 3 25
! Total otherassets ....................... e e Lo 889 §79
11. OTHER CURRENT LIABILITIES A o
Other current llabllmes consist of the followmg |
' i - December 31,
o S Tty : : 2006 2005
Accrued taxes, including value added taxes in foreign jurisdictions . . . . R " $86 %97
Accrued payroll, bonus, commissions, and related benefits .................... ... ..., 30 57
Accrued professional fees ... ... e e e AT e e - 24 20
Accrued interest . .. .. e ST P e + 40 19
Accrued real estate and related costs .. ... e \ 16 10
Accrued capital expenditures.-. ... ..... .. .. o L, e e 14 16
Current portion of capital lease obligations .. ... ... ... . . it e L3200 14
Income taxes payable ... ... .. e 5 10
Accrued operations, administration & maintenance costs o, PPN DI e trg 7
Deferred reorganization costs(™ £ . .. .. oLl e PO | 8
Customer'deposits & ... . ooeeit i, ‘ ..... e T26 9
Othcr...' ...................... L. L e S 51 56
' Total other current habllmes ...... e e, $336 $323

m

In accordance with the Plan Iof Reorganizaiion 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.
Certain 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.
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12. DEBT D
QOutstanding debt obligations consist of the following:
December 31,
2006 2005
GCUK senior secured NOtES .. .. .it vttt ir i nar e aaaeeaenn $508  $381
Mandatory convertible notes with contro]lmg shareholder .............. 275 262
5% convertiblenotes . ............ ... . e 144 —
Other ........ ... i S PR 17 11
Add: unamortized premium on GCUK senior secured notes issued
December 28,2006 . ..............0vutn e 9 —_
Less: unamortized discount on GCUK senior secured notes issued ‘ '
December 23, 2004 . e (5 (5)
Total debt 0bligations .. ... ....o.o\oeeeee e 948 649
Less: current portion of long term debt and short termdebt .. ... . ... e (12) (26)
Non-current debt obligations . .. ..................co... e $936 %623

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, (“GCUK”) 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 additicnal 52 pounds sterling aggregate principal amount
of pound sterling denominated GCUK Notes. The additional notes were issued at a premium of approximately 5
pounds sterling, which resulted in the Company recelvmg gross proceeds, before underwmmg 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 matenal 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 up to 35% of the principal amount of either series of notes before December 15, 2007 using the procecds
of certain equity offerings. GCUK Finance may also redeem either senes of notes, m whole but not in part, upon
certain changes i in tax laws and regulanons e

The GCUK Notes were issued under an mdenture 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
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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 transacuons with affiliates (vi) enter into agreements that restrict the ablllty of its
material sub5|d|anes 10 pay dmdends and {vii} consohdale merge or sell all or substantlally all of its assets

“Within 120 days after the end of the perlod begmmng 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 portlon of the GCUK Notes'at a purchase price €qual to 100% of their principal amount, plus accrued
and unpaid mterest if any, to the purchase date, with 50% of “De31gnated GCUK Cash Flow” from that period.
“Designated GCUK Cash Flow" medns GCUK’s consolidated net income plus non-cash charges minds capital
expenditures, calculated in accordance with the terms of the indenture govemmg the GCUK Notes. On Apnl 18,
2006, GCUK commenced 1ts Annual Repurchase Offer for the period Decémber 23 20()4 to December 31,2005
Annual Repurchase Offer explred on May 17, 2006 with no GCUK Notes tendered In respecl of the 2006
Annual Repiirchase Offer, GCUK does not anticipate havmg to purchase any of the GCUK Notes as'a, result of
not meeting the supulated cash flow requnremem '

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 t6 incur additional indebtedness under the
applicablé debt incurrence test; (i) 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. In addition, so long as GCUK is not then in default under the indenture, GCUK may make up to 10
pounds sterling (approxlmately $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. Under’ thé
Convertible Notes indenture, loans from GCUK made to the Company or the Company’s other sub51d1ar1es must
be subordinated to the payment of obllgauons under the Convertible Notes. The terms of any mter—company loan
by GCUK to the Company or the Company’s other subsrdlarles 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 indépendent ‘members. In
the exercise of their fiduciary duties, GCUK’s dlre(.tors will require GCUK to maintain a mlmmum cash balance
in an amount they deem prudent ‘

[ L

GCUK Notes Currency Hedge - . i

"In ‘order to better manage the Company $ forergn 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 eventsof default under the indenture governing the GCUK Notes.

. . . .t i + ' . .0

‘For accounting purposes, the cross-currency interest rate swap is classified as a cash flow hedge in
accordance with SFAS No. 133, and as a result, any unrealized gains or losses from changes in fair value are
recorded in the stockholders’ equity section in the balance sheet as other comprehensive income (loss), As of
December 31, 2006 -and 2005; the Company recognized gains (losses) of $(8) and $8, respectlvely in other
comprehensive loss related to the GCUK cross-currency interest rate swap. . :
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Mdndatory Convertible Notes with Controlling Shareholder S a

On December 23, 2004 GCL issued $250 aggregate principal amount of 4.7% payable-m kind mandatory
convertible notes (the “Convemble Notes ) to subsidiaries of the Company’ s controlling shareholder
ST Telemedia. The Convertible Notes mandatorily convert into common equity on the fourth anniversary of their
issuance. Interest accrues at 4 7% per annum and the Company is permitted (and intends) to pay interest by
issuing addrtlonal Convertlble Notes. There are no sinking fund requirements. The holders of the Convertible
Notes have the nght to convert them into common shares of GCL at any time prior to their maturity date. Any
Convertlble Note that js not converted into common shares of GCL prior to the maturity date will convert
automatlca]ly into common shares on the maturity date. The number of common shares of GCL to be issued upon
conversion of the Convertible Notes will be determined by dmdmg the principal amount converted (together
with any accrued but unpaid interest) by the “Conversron Price.” The initial conversion price is $18.60 per share.
The terms of the Convertible Notes contain customary provisions for the adjustment of the Conversion Price i in
the.event that the Company declares a stock drvrdend or stock split or any recaprtahzatron reorganization or
similar transaction. In the event that the Company is unable to deliver common shares of GCL at maturity of the
Convertible Notes or upon receiving a notice of conversion from a holder of the Convertible Notes, as the result
of any law, rule or regulation or administrative proclamation or any other reason (a “Conversion Restnctton”)
the Company is required to pay accrued interest in cash on those Convertible Notes at a rate of 11% (calculated
retroactively from the December 23, 2004 i issue date) provided that upon a sale or transfer of Convertible Notes
by ST Telemedia or any of its subsidiaries to any third party, the initial interest rate of 4.7% will be reinstated
upon the original terms of the Convertible Notes. If the Company is unable to deliver common shares of GCL on
the maturity date, the Company is required to redeem the Convertible Notes for $250 cash, plus accrued cash
interest at 11% (calculated retroactively from December 23 2004) The Company could also be requued to repay
the Convertrble Notes in cash if the Company were to default on the indenture governing the Convertible Notes.
Due to the possibility of a Conversion Restriction, the Company accounts for interest on the Convertible Notes
by accruing.at the 11% rate. However, at such time, if any, as the Convertible Notes are converted into common
shares of New GCL, all amounts accrued for interest and principal on the applicable Convertible Notes will be
reclassified to common stock and addltlonal paid in capital in the Company s consolidated balance sheet. During
the year ended December 31, 2006, $13 of accrued interest related to the Convemble Notes was converted to
additional Converttble Notes. This represents interest accrued through Decernber 29, 2006, calculated at the 4, 7%
annual rate that.apphes in the absence of a Conversion Restriction.

The Convertible Notes are guaranteed by the majority of the Company’s existing subsidiaries, except for
GCUK and its subsidiaries and are 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 indebtedness of the
Company and its subsidiaries. Payment of the- Convertible Notes is 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 workmg capital facilities if and when such worklng capital
facilities are provrded - - o :

The Conyertible Notes will not be redeemable at the Company’s option prior to- the occurrence of a
Conversion Restriction.. After the occurrence of a Conversion Restriction, the Company will have the right to
redeem all or any part of the 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 Convertible Notes redeemed, plus accrued
and unpald interest. - R . .o -

'I‘he Convemble Notes were issued under an mdenture whlch mcludes covenants and events of default that
are customary for high-yield senior note issuances. These provisions include: (i} limitations on the indebtedness
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of Company and its subsidiaries (other than GCUK, GC Impsat and their subsidiaries); (ii) 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 or granting additional liens; and (vi) limitations on wansactions with affiliates. The covenants
permit 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, permits the incurrence of the following: (i) up
t0-$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 Converiible 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:$50 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 satisfy
the leverage ratio specified in the indenture, although the Company does not expect to satisfy that ratio for the
foreseeable future. Waivers previously granted by ST Telemedia have altowed the Company to exceed the $50
purchase money debt basket, although the Company requu'es ST Telemedia’s consent to incur additional such
debt. - :

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 coliateral 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
opticn 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
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.e., a change in contro! ‘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 closmg of the 5% Convertible Notes offering the Company purchased a portfollo 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, 2006, these securities are included in
prepaid costs and other current assets ($7) and other assets ($10) (see Notes 7 and 10).

Working Capital Facility

On May 140, 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
expires on May 9, 2009, provides for a secured revolving line of credit of up to $355; provided that the availability
is limited to $35 under certain conditions. The W/C Facility Borrowers can borrow up to (i) $5% 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 exceed a $20 availability block and
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other reserve amounts that may be set aside by the Agent. Facility fees and other fees are payable for the duration
of the facility. Borrowings under the Working Capital Facility will 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 allows 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 will depend upon the Company’s
consolidated restricted cash and the avaitability under the facility. The facility is 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™), (i) a pledge of the W/C Facility Loan Parties’ outstanding common shares, and
(iii} 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 Convertible Notes. The Working Capital
Facility includes, among other things, certain financial covenants. The Working Capital Facility rcan be
terminated by the Company at any time without penalty and can be terminated by the lenders ninety days prior to
the maturity of the Convertible Notes if the lenders have not received reasonable assurance that such notes wiil
convert to equity. As required by the terms of the restructuring agreement among the Company and certain
subsidiaries of ST Telemedia dated Ociober 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 has $1 of borrowings and $9 remaining available (after deduction of letters of
credit issued) under the Working Capital Facility.

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.
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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, 2006, 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, . oL . :

2007 ..o $ 43.
2008 L e e e 37
i 2009 ... ot et e e e e e e e e e 30
2 17
1 7
Thereafter ... ... .. e e 55
Total minimum lease payments ............... PR AP 189

_Less: amount représenting interest ... ..... S e 51y
Present value of minimum Jease payments . e fep e . 138
Less: current portion (Note 11} .. .. ... i e e (32)
Long term obligations under capital leases . ............. ... ... ... . $106

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 (i) revenue recognized from the amontization of indefeasible rights of use not recognized as
sales-type leases and (iii) any revenue recognized from extraordinary trarisactions or from the- disposition of assets
by the Company or any subsidiary othér 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, (iii) 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.

F-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)

Common Stock : . .

On the Effective Date, GCL was -authorized to issue 55,000,000 shares of common stock. In 2006, upon
approval from shareholders, the number of authorized shares was increased to 85,000,000. 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,

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 in the offering.

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 bye-laws of GCL contain certain special
protections for minority shareholders, including certain obligations of ST Telemedia, or other thll‘d pames 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,
2006 2005 ! - 2004
(T Ve« 11 SRR RO s ) $ (M $—
|21 111 ¢ « AN U PV (66) (56) (56)
Total income 1ax provision ....................oouv... L $67) $(63) $(56)

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 Junsdlctlons that impose income taxes.

The current. tax provision includes recurring income, asset and withholding taxes for the years ended
December 31, 2006, 2005 and 2004 of $1, $7, and $0, respectively. Fresh start accounting has resulted in a net
deferred tax provision of $45, $56, and $56 in 2006, 2005 and 2004, 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 additional paid-in-capital.
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. The deferred income tax provision reflects the net tax effect of temporary differences between the carrying
amounts 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 componcnts of the Company’s deferred tax assets
and liabilities: . .

December 31,
. 2006 2005

- Assets Liabilities Assets Liabilities
Property and equipment .............. ... . 0., $ 558 §— § 47 $—
Net operating loss (“NOL") carry forwards ............: e 1,808 —_— 1,735 00—
Allowance for doubtful accounts ......... . e 236 . — 281 —
Deferred revenue . ... ... ... . e — (42) — (3]
Other .. e - (19 — (7N

. 2,602 ° (6]) 2,463 73
Valuation allowance .................... e oo (2,53 — (2,368) —

$ 70 $61) S 95 $(73)

The Company’s valuation allowance changed in the amount of $164, $(107) and $(1,652) for the years
ended December 31, 2006, 2005 and 2004, respectively. The valuation allowance is primarily related to deferred
tax assets due to the uncertainty of realizing the full benefit of the NOL carryforwards In evaluating the amount
of valuation allowance required, the Company considers each subsidiary’s pnor operating results and future
plans'and expectations. The utilization period of the NOL carryforwards and the turmaround period of other
temporary differences are also considered. The pre-emergence valuation allowance on net deferred tax assets was
$2,240 and $2,048 at December 31, 2006 and 2005, respectively, which if realized would be accounted-for in
accordance with SOP 90-7 as a reduction of intangible assets eslabhshed on the Effective Date to zero and
thereaftcr as an increase in additional paid-in capital.

A substantial amount of the Company’s. pre-cmergence 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, 2006 the Company has NOL carryforwards of $6,789, $1,525, $207 and $0 in Europe, North
America, Latin America and Asia, respectively. Certain of these carryforwards expire in 2007 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 addltlonal
pald in capital.

‘During 2006 the Company increased its valuation allowance to reduce the UK. deferred tax assets from
$30 to $9 to reflect the amount considered more likely than not to be realized.

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 thereaftér as an
increase in additional paid-in-capital.
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In connection with the Company’s ‘emergence from bankruptcy, the Company realized substantial
cancellation of debt income (“CODI”). This income was not taxable for U.S. income tax purposes because the
CODI income resulted” from the Company’s reorganization under the Bankruptcy Code. However, for U.S.
income tax reporting purposes, the Company is required, as of the beginning of its 2004 taxable year, to reduce
certain tax attributes, including (a) net operating loss carryforwards, (b) capital losses (c) certain tax credit
carryforwards, and (d) tax basis in assets, in a total amount equal to the gain on the extingnishment of debt. The
reorganization of the Company on the Emergence Date constituted an ownership change under Section 382 of the
Internal Revenue Code, and the use of any of the Company’s net operating loss, capital losses, and tax credit
carryforwards, that are not reduced pursuant to these provisions, and certain subsequently recognized “built-in”
losses and deductions, if any, existing prior.to the ownership change, will be subject to an overall annual
limitation. As a result, the U.S. deferred tax attributes have been reduced $5,326 (pre-tax),: offset by a
corresponding reduction in the pre-emergence valuation allowance.

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 adjustmenis. 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 in accordance with
SFAS No. 5, “Accounting for Contingencies.”

16. REORGANIZATION ITEMS . ’ : o o
Preconfirmation Contiﬁgenqies ) ‘ ‘

During the years ended December 31, 2006, 2005 and 2004,. 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 Lability of $32, $36 and-$29 is included within
net gain on pre-confirmation contingencies in the consolidated statement of operations for the years ended
December 31, 2006, 2005 and 2004, 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.

3

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,

" 2006 - 2005 2004

Loss from éontinuingroperations ............................. $ 0 (324) § (363) § (311
Preferred stock dividends ....... ... ... i i 3) 4 Y]
Loss from continuing operations applicable to common S y

shareholders . .. ... $ 327 §. (367) $ - (315
Weighted average common shares outstanding: :

Basic and diluted .......... e B 31,153,152 22,466,180 22,002,858

Loss from continuing operations applicable to common , S

shareholders:

Basic and diluted loss pershare ....................... - $ (10.50) $ (16.34) § (14.31)
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‘The Company reported losses from continuing operations for the years ended December 31, 2006, 2005 and
2004. As a result, dituted loss per share is the same as basic in those periods, as any potentially dilutive securities
would reduce the loss per share from continning operations.

" Diluted loss per share for the years ended December 31, 2006, 2005 and 2004 does not include the effect of
the following potential shares, as they are anti-dilutive;

Potential common shares excluded from Year Ended December 31,

the calculation of diluted loss per share ! 2006 2005 T 2004
Convertible Notes ... ... oo i i e 15 14 i3
5% Convertible Notes . ............. A 6 — —_
Convertible preferred stock . ... . ... . . . . e 18 18 18
Performance based stock options . .......... .. ... ... .. . i, . | 1 |
Restricted StOCK UNILS ... ... it e et s _l _1 1
ol .. e e e e 41 34 33

18. STOCK-BASED COMPENSATION

The Company recognized $24, $56, and $28, respectively, of non-cash stock related expenses for the year
ended December 31, 2006, 2005 and 2004. These expenses aré 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 8,378,261 common shares to employees, directors and consultants who are selected to
participate,

’

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.
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" Information regarding options granted and outstanding for.the years ended December 31, 2006 and 2005 is

summarized below: . ) .- : 3 S s s St

o ’ ' Weighted
Number Average

. o T . oy .. . . K . , v Outstanding - Exercise Price
Balance as of January 1,2004 ..., . ................ LTS N 72,199,000 - $10.16
Granted ... ... e 504,600 $15.39

EXEICISEA . . o 2% e e et ettt e e s .70 (53,690) - $10.16",

Forfeited ............. e e e e e e e e s e (131,332) $10.16
Balance as of December 31,2004 .......... e S 2,518,578" " $11.21
Granted ..o e U, e . ',88’,326 $19 78

Exercised .......... ... il e RN (}94_,359) _ $10 21

e R DD " (266318)  $11.64.
Balance as for December 31, 2005 ....................................... . 2,146,227 | $11.60
Exercised ........... e SR (466,431)  $10.60
Forfeited ............... A AU (54,066) $11.77
Balance as for December 31,2006 .................. e U e, 1625730 . $11.88

I ? ‘ . . - Lyl N,

* The following table summarizes information concei’nipg outstanding and exercisable options, for the year

. e
e 1

ended December 31, 2006: PR Do e T T
‘ , | . . . ) ‘ i 'Optio‘ns Oﬁtst;mﬂing "2 ' T Optlons Exercisable
N g Weighled-Average T ot ot :
- + Remaining Welghted -Average: Weighted-Average
- . Number Contractual Life -  Exercise Price per | - Number : Exercise Price per
Exercise Prices - . ) Oulstandmg : (m years) Share’ ‘Exercisable ‘ Share
$1016 ... ... oL, 1, 164 154 6.9 $10.16 ’ 1,164,154 $10.16
$1539 ...l 388,250 8.0 $15.39 247,690 $15.39
$2050 ... 73,326 8.1 $20.50 24446 . $20.50
Total .. ................ 1,625,730 7.2 -$11.88 1,436,290 $T1.24 '

The welghted average remammg contractual lerm was 71 years for stock optmns exercnsable as of
December 31, 2006. The total intrinsic value was approxlrnately $29 and $29 for options outstandmg and
exercisable, respectively, as of December 31, 2006. The total intrinsic value for stock options exercised was $11,
$5, and $1, during 2006, 2005, and 2004, respectively.

At December 31, 2006, unrecognized compensation expense related to stock options was $2 and is expected
to be recognized in the next year.

Restricted Stock Units

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).
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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 earller
pro-rata payout in the event of death or long-term disability.

The following table summarizes restricted slock units granted, forfeited and canceled for the years ended
December 31, 2006 and 2005:

Number of

Restricted Weighte'd-Averag.e
Stock Units Issue Price
Balance as for January 31,2004 ...... e D o e ' T — " )
Granted .. ... .. e A N 1,183,475 $29.26
Forfaited . ... i e e (163,625)
Balance as for December 31,2004 .. .......... ... ...... e, 1,019,850 -
Granted . ... e e 513,200 $16.02
Vested . e e e e e (338,654)
Vested RSUs withheld for tax purposes ............... ... ... .. .. e {3,632)
Forfeited . . ... ... ... ... . e e {121,626)
Balance as of December 31,2005 . ...t 1,067,138
Granted ....... SRR [T 479,728 '
Veasted .. e (356,052) $17.75
Vested RSUs withheld for tax purposes .................... e (11,237)
Forfeited . ... . e e (53,099

Balance as of December 31, 2006 ... ... ... .. . . . i .. 1,126,478

As of December 31, 2006, unrecognized compensation expense related to the unvested portion of RSUs was
approximately $11 and is expected to be recognized over the next two years. ' ‘

Performance Share Grants

During the year ended December 31, 2006, the Company awarded 522,800 performance share opportunities
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, (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 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 carnings, cash use, and gross margin attributable to the Company’s enterprise, carrier data, and
indirect channel segment. As of December 31, 2006, there were 507,400 performance shares to be awarded,
assuming the financial performance goals are met at target.

During the year ended December 31, 20035, the Company awarded 600,600 performanée share opportunities
to employees of the Company under the 2003 Stock Incentive Plan. The total performance share opportunity of
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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 channel segment. No shares were awarded under this program as none of the financial target thresholds
were met. - :

v

Senior Leadership Performance Program

On November 19, 2004, the Board of Directors adopted the Senior Leadership Performance Program (the
“SLPP") at the recommeridation of the Compensation Committee of the Board of Directors. The SLPP is 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 include all executive officers of the Company and A limited group
of additional key executives (collectlvely, the “SLPP Participants™).

The SLPP creates for each SLPP Participant an aggregate potential award under the SLPP {the “Maximum
Award™), an amount equivalent 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 carnings (the “EBITDA Goal”) and/or cash flow (the “Cash Flow Goal™).
Specifically, each SLPP Participant was entitled to receive (i) & 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 achicved by
December 31, 2006, No shares were awarded under this program as none of the financial target thresholds were
met. o '

Annual Bonus Program

During the year ended December 31, 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 to motivate them
to help the Company achieve its financial goals. Each participant was prov1ded 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. Bonus payouts under the 2006
Bonus Program were to be made half in cash and half in fully vested shares of common stock of the Company;
provided .that the Compensation Committee of the Board of Directors retained discretion to use cash rather than
shares as the Commmee deemed fit. To the extent common shares were used for payment of bonus awards, such
shares were to have been valued based on the c]osmg price on the NASDAQ National Market on the date
financial results were to have been,certified by the-Compensahon Committee. No.payouts were awarded under
this program as none of the, ﬁnancnal target thresholds were.met.

Under the 2005 annual bonus program 1,200,050 common shares " were 1ssued in March 2006 and 62 939
were withheld in connection with the payment of the re]ated withholding taxes for executlve officers and certain
other employees restncted from sellmg their shares of Company stock due to ]egal restrictions applicable to
corporate insiders. .
19, EMPLbYEE BENEFIT PLANS T . . .. . Vo

Defined Contribution Plans . ) ) '

The Company sponsors a number of defined contriliution plans. The principal defined contribution pl-a.ns are
discussed individually betow. Other defined contribution ptans are not 1nd1v1dua.lly significant and therefore have
been summarized in aggregate below. - v
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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 hér annual eamings- riot-to exceed certain limits. The Compény 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,
2006, 2005 and 2004 were approximately $4, $4, and $4, respectively.

The Company maintains a defined contribution plan for the employees of GCUK. Each eligible 'erripld‘jlfee
may contribute on a'tax-deferred basis a portion of his or her annual eamings not to exceed certain’limits. The
Company will match individual employee contributions up to 8% of earnings, which vest after two years.
Expenses recorded by the Company relating to this plan were approximately $3, $3, and $2 for the years ended
December 31, 2006, 2005 and 2004 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 $3,
for the years ended December 31, 2006, 2005 and 2004, respectively.

Defined bencﬁt 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 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 exient such
changes are not recognized in earnings as components of periodic net benefit cost. -

. For the year ended December 31, 2006 the following is a summary of the accumulated adjustments as a
result of adopting FAS 158:

. .Before . After
Apphcatmn of Application of
) Statement 158 Adjustments Statement 158
Asset forpensionbenefits .. ............ ... . i $7 $ (2 $ 5
Non-current pension liability ........ ... ... .. ... ... ... ... ... .. 5 (10 (15)

C Total @SSEIS ... e e e 7 ) .5,
Total liabilities ... ... .. ... .. . &), - oA . (15)
Accumulated other comprehensive loss . ............... ... . ... — L(12) 12y,
Total shareholders” deficit ... ... int — 3 (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 partrmpate in
the plan. : . . o : - :

GCUX has two separate pension plans: the Global Crossing!U.K. Pension.Plan (“GCUK Pension Plan”) and
the Global Crossing 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 pensnon plan that sphts the costs
60%/40% between the Company and the employees, respectively. - . -
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The Company‘uses a December 31 measurement date for all pension plans. -

Changes in the projected benefit -obligatiqn for all pension plans sponsored by the Company are as fofl_ows: -

Pension Plans

¢ ' December 31,

' ' 2006 2005

Benefit obligation at beginning of peciod . . . .. ... e $ 88 §75
SEIVICE COSt ..o vvrie e, AU . e e 2 1
Interestcost ..............n. e e [ ‘5 4
Actuarial 10ss ................... e e e 6 18
Benefitspaid . ..o, S P e DU SUDUNPU LOT® @
Foreign exchange ... ... ..ottt e e e PP 11 (8)

Benefit obligation atend of period ... ... .. .. [P e e . 5109 88

Changes in the fair value of assets for all pension plans sponsored by the Company are as follows:

Pension Plans
December 31,

, 2006 2005
Fair value of plan assets at beginning of penod ......... e i $77  §73
Actual return on plan assets ...... e e B e 10 11
Employer contribution . ............ e e AP e e 2
Benefitspaid .. ... .. . .. e i P 3. @
Foreign exchange ... ... e e 9 _®
Fairvaluebfp]an'assetsatendofperiod.......................................l ....... $95  $77

The funded status for all pension plans sponsored by the Company are as follows:

Pension Plans
- . December 31,

. L 2006 2005
Funded Statius . ... ... i e e $(14) $(11) .
Funded status attiibutable to employees . .. ......... ... .. i i 4 % 3
Unrecogmized net gain .. ... ... e e — 10
{Accrued)/prepaid benefitcost, net ....... ... ... . il e $10) § 2

The total accumulated benefit obligatton for all pension plans sponsored by the Company is $92 and $76, at
December 31, 2006 and 2003, respectively.

The GCUK Railway Pension Plan benefit. obligation exceeded the fair value of plan assets at December 31,
2006 and 2005. The benefit obligation and fair value of plan assets for this plan was $78 and $68, respectjvely at
December 31, 2006 and $62 and $53, respecnve]y at December 31, 2005. _

The GCUK Pension Plan benefit obligation exceeded the fair value of plan assets at December.31, 2006 and
2005. The -benefit obligation and fair -value of plan assets for this plan.is. $18 and $9, respectively at
December 31, 2006 and $13 and $6, respectively at December 31, 2005. No other pension plan’s benefit
obligation exceeded the fair value of plan assets. .

F-38




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)

Details on the effect on operations of principal pension plans sponsored by the Company are as follows:

Pension Plans
v CCT Year End ' Year End Year End -
December 31, December 31, December 31,
. , . » + , : . , .. 2006 + 2005 v 2004
SErVICE COSt « v vt it 82 $1 $2 -
Interest cost on projected benefit obligation ....... ... ... .o L 3 3 2
Expectedretumonplanassets e R @ @ (3
Netcost ............ U $1 $— $1

Actuanal assumptions used to determine benefit obligations for ponsion plans sponsored by' the Company
are as follows: - -

December 31,
- . 2006 2005
DISCOUNL TALE . . ottt st vt aeme st oeaeannanean i raaaeeaeanans ~ 5.0%-6.0% 4.75%-5.8%
ComPpENSAtioN INCTEASES .. ...\ ittt ian s n e iaaas e nanans 3.75% 3.75%
Expected return on assets ....... P e 41%-85% 6% -8.5%

Actuarial assumptions used to determme et penod1c beneﬁt costs for pension plans sponsored by the
Company are as follows:

December 31,
. 2006 2005 2004
DISCOUMETALE ...ttt et it ittt 4.75% - 6.0% 5.25%-58% 5.5% - 6.25%
Compensation INCIEAses .............ivvvennn- Ceeieve . 375% - 3715% 3.75%

Investment strategies for all mgnlﬁcant pensmn plans are as follows o

The GCUK. Railways Pension Plan, which represents approximately 71% of the Company’s total plan assets
as at December 31, 2006, is invested in 67% equity securities, 15% bonds, 10% real estate and 8% other assets.
The currént 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 capita! 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 20% of the
Company's total plan assets as at December 31, 2006, 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
equitics 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
hlSlDI’lC returns each asset class held by the plan at the begmmng of the year.

) ' Pension Plans
- ) ' December 31,
' 2006 2005

BqUity SECUMTIES ...\ ittt it ie e aii e 61% 63%
Dbt SECUITEIES .. vt vt sttt et ettt ettt e e 26% 27%
RealEstate ................... e e PPN e . 1%, 7%
Other ......0...... SRR A FUURU S e 6% 3%
Total............ e LR g e . 100%  100%
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The Company expects to make total contributions of $1 in 2007 in respect of all pension plans.

Information for pension plan with an accurmulated benefit obligation in excess of plan assets
As at December 31, 2006 and 2005 the accumulated benefit obligation (“ABQO") of the GCUK Pension Plan
exceeded the fair value of the GCUK Pension Plan’s assets by $4 and $3, respectively.

The accumulated benefit obligation and fair value of assets relating to the GCUX Pension.Plan were $13
and $9, respectively, at December 31, 2006, and $9 and $6, respectively, at December 31, 2005.

Details on 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,
2006 2005 2004
EIVICE COSt o vttt et ettt e e e e e e e e e $1 - §1 $1
Netcost ......oovvnun... JP R 31 $1 $1

None of the Company’s other pension plans’ ABO’s exceed the fair value of their.respecl:tive pension plans
assets as at December 31, 2006,

Benefit Payments

The following table summarizes expected benefit payrﬁents from the Company’s various pension plans
through 2016. Actual benefits payments may differ from expected benefit payments.

Pension Plans

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 Compahy 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
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certain liabilities. Concurrently with the execution of the APA, the parties entered into a Managemeni Services
Agreement (the “MSA”) whereby Matrix conducted and managed the SBG business pending consummation of
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 construction costs, accounts payable, accrued liabilities, accrued interest, and obligations
under capital leases approximate their fair value. The fair value of the GCUK Notes, GCUK cross-currency
interest rate swap transaction and 5% Convertible Notes are based on market quotes. Management believes the
carrying value of other debt approximated fair value as of December 31, 2006 and 2005, respectively. The fair
values are as follows:

December 31,
2006 2005

Carrying Fair Carrying Fair
Amount Value Amount Value

GOUK NOLES ottt et e e e e e e e e e e e $512  $549  $376  $354
Convertible NOIBS . ... . it e i e i 275 398 262 262
5% Convertible Notes ... . . i 144 179 — —
GCUK crdss-currency interesl rate swap transaetlon .................... (5) (5) 3 3
Foreign exchange forward contract ................ [ I (5) (&) I—' —
Otherdebt . .................... e PN . 17 17 11 i1

Marketable Securities ‘

At December 31, 2006, 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. These securities were purchased at a discount, which is amortized over the life of the
securities resulting in amounts maturing of $7, $7 and $4 in 2007, 2008 and 2009, respectively. Unrealized
holding gains/losses are immaterial as fair value approximates carry value.

22, COMMITMENTS, CONTINGENCIES AND OTHER -
Contingen'cies

Amounts accrued for contingent liabilities are included in other current liabilities and other deferred
liabilities at December 31, 2006 and 2005. The following is a description of the material legal proceedings
involving the Company commenced or pending during 2006. 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
incurred and the amount of the loss can be reasonably estimated. These provisions are reviewed at least quarterly
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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 perlod by the unfavorable resolution or
dlSpOSlllOﬂ of one or more of these contingencies. : . R

¢
r

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

AT&T Inc. (“AT&T") has asserted that the Company is engaging in the rmsroutmg of trafﬁc through thxrd-
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.

f

On November 17, 2004, AT&T’s LEC affiliates commenced an action agamst the Company and other
defendants in the U.S. District Court for the Eastern District of Missouri. The complaint alleges that the
COl'flpaIIly, through certain unnamed mtermed1ar1es ‘which are characterized as “least cost routers,” terminated
long distance traffic in a mannepdemgnpd 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 for the time period of February 2002 through August 2004. The complaint also seeks an
injuncﬁon "against the use of “least cost routers” and the avoidance of access charges. The Company 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 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 proceedmgs
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”) pursuant to chapter 11 of title'1 1 of
the. United States Code which became effective on that date; and (b) staying the remainder of the action-pending
the ocutcome 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. - ‘ L . . . s

Restatement.Class Action Litigation

Following the Company’s April 27, 2004 announcement that the Company expected to restate certain of its
consolidated financial statements as of and for the year ended December 31, 2003, eight separate class action
lawsuits all purporting to be brought on behalf of Company shareholders were commenced against the Company
and certain-of its officers and directors in the U.S. District Courts in New Jersey, New York and.California. The
cases were consolidated and transferred by the Judicial Panel on Multidistrict Litigation to- Judge Gerard Lynch
of the U.S. District Court for the Southern District'of New York.based on his past-involvement in prior cases
involving the Company. On February 18, 2005, lead plaintiffs filed an amended consohdated class action
complaint against the Company and two of its past and present officers. : .
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“The consolidated aniended-complaint alleges that the Company defrauded the public securities markets by
issuing false and misleading statements that failed to disclose or indicate (i) that the Company had materially
understated its accrued cost of access liabilities by as much as $80, (ii) that the Company lacked sufficient
internal controls to prevent material misstatements, (iii) that the Company lacked sufficient internal controls to
properly record ‘and report accrued cost of access liabilities and operating expenses, (iv) that its financial
statements were not prépared in accordance with generally accepted accounting principles, (v) that the Company
did not contrary 1o’ its fepresentations, consistently monitor thé-accuracy of ‘its systems that measured cost of
access, (vi) that the Company’s results were materially infldted, and (vii) that the Company did not have a
“clean” balance sheet. Plaintiffs contend that the Company’s misstatement or omissions artificially inflated the
price of the Company’s stock, which declined when the “true” costs were disclosed. Plaintiffs seek compensatory
damages as well as other relief.

The Company and the lead plaintiffs signed an agreement in 2005 to settle the litigation that obligated the
Company to pay $15 into a settlement fund with proceeds from one of the Company’s directors and officers’
liability insurance policies. On April 17, 2006, the Court signed an order granting preliminary approval of the
settlement and preliminarily certified a class for purposes of settlement. The Court also provided that notice of
the settlement should- be glven to the class, and scheduled a hearing for fina] approval of the settlement on
September 22, 2006.

In an order. and Judgment dated Septernber 22, 2006 the Court approved the settlement and dismissed the
litigation. The time to ﬁle an appeal expired on Ociober 25, 2006.

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 uridersea 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
November 7, 2003, the Company and the Global Crossing Creditors’ Committee filed an objection to this claim
with the Bankruptcy 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 issucs 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.

kY , B ) [l
Um'ted King'dom Anti-Trust Investigation

In 2002, an 1nvest1gat10n was commenced by the United ngdom Office of Fair Tradmg (“OFT™) regardmg
an allegauon that various subsea cable operator entities, mcludmg the Company, had engaged in an illegal
agreement to collectively boycott a company located in the U'K. that was holding itself out as providing a means
for the 1andmg of subsea telecommumcat:ons cables at a location in the U.K. The Company rcsponded to that

1nvest1gauon in 2002 denying the allegation. .

In August 2003, the OFT ‘extended its investigation to include allegations of price fixing and information
sharing on the level of fees that the subsea entities would pay landowners for permission to land submarine
telecommunication cables on their land in the UK. The Company responded to that investigation denying
illegality on October 10; 2003: The Company cooperated fully with the investigation and has supplied additional
factual-materials including a number of formal witness statements. By a letter dated January 24, 2006; the OFT
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notified the Company that it had provisionaily decided to close both investigations: In a'letter dated June 23,
2006, the OFT formally notified the Company that it was terminating its investigation with no finding of liability
adverse to the Cornpany ; :

On July 20, 2006 two private compamcs served on the Company proceedlngs 1ssued in the ngh Court of
Justice against the Company and nine other defendants claiming violations identical to those investigated by the
OFT. The same private companies subsequently initiated an appeal to, the Competmon Appeals Tnbunal
(“CAT”) in respect of the termination of the OFT investigation. The Company does not believe the private claxms
or the appeal to the CAT are meritorious and will be defending these claims wgorously insofar as they relate to
the Company. . : ‘ Co e

Qwest Rights-of-Way Litigation

In May 2001, a purported cliss action was commenced against three of the Cémnany’s subsidiaries in the
U.S. District Court for the Southern District of lllinois. 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 communication$ system constriicted 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 instal! 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
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 lawsmt In response, Qwest has
appointed defense counsel to protect the Company s mterests

The Company’s North American network” includes capacity p‘urchased from Qwest on an IRU basis.
Although the amount of ‘the claim is unstated, an adverse outcome could havé 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 t0
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 Ilinois.
On July 25, 2003, the court granted prellmmary approval of the settiement and entered an order énjoining
cornpeting class action'claims, except thosé in Louisiana. The settlement and the court’s injunction were opgosed
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.

Cusroms Tax Audit e

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
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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. 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.

Foreign Income Tax Audit e,

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 finding$' 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 penaltles was 1ssued in
2005. The Company. challenged the ‘assessment and commenced lmgauon in September 2006 to resolve its
dispute with the tax _authority. . b .

+ . . N Vo . t [

.y . ' \ T S T “

This claim arises out of the managemcnt of the PC-1 trans-PaCIﬁc ﬁber-optlc cable which was constructed,
owned and operated by PCL. PCL asserts that the Company and Asia Global Crossmg, another former sub51dlary
of the Company, breached ‘their' fiduciary duties to PCL/} improperly’ diverted fevenue 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 claims, PCL has now settled and released such claims against
the Company. . o . e,

-

Claim by Par::f ¢ Crossing Limited

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 $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 managemem and its corporate parent, Asia Global Crossmg On Fcbruary 4, 2005, PCL.
filed an amended claim in the amount of $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 to the. objection 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 ciaim for co-location charges (which comprised approximately $2 of the total claim) has now
settled. ‘

-

Subsequently on June 5, 2006, the parties agreed not to proceed with its partial summary jud‘gment motion
and to file a new summary judgmient motion. On June S5, 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 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 judgnient disallowing certain of
PCL’s administrative claims. On August 28, 2006, PCL replied to the Company’s responsé 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. ', . i by o CF e Sy

-
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The parties have now agreed to mediate their competing claims (including the Company’s claim files
against PCL in its separate bankruptcy case). If this agreement is approved by the court, the current proccedmgs
will be stayed until completion of mediation.

Commitments
Cost of Access, Third Party Maintenance and Other Purchase Commitment Obligations

The Company has purchase comsitments with third-party access vendors that require it to make payments
to purchase network services, capacity and telecommunications equipment through 2025. 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
payments for operations, administration and maintenance services for certain portions of its network through
2024. Further, the Company has purchase commitments with other vendors.

The following table summarizes the Company’s purchase commitments at December 31, 2006: °

_ Less than ’ More than
' ' 1 year 1-3 years 3-Syears * 5years

. o : Total (2007) (2008-2009) (2010-2011) (2012-2026)
Cost of access Services ' . ........oeiin. .. S $ 434 -3163 $204 $ 61 $ 6
Third-party maintenance services ........ e 411 69 - 67 37 238
Other purchase obligations ....................... 220 139 55 22 4.

Total ...t e $1,065 $371 $326 - $120 - 5248

Operating leases—The Company as Lessee

The Company has commitments under various non-cancelable operatmg leases for office and equipment
space, automobiles, equipment rentals, network capacity contracts and other leases. Esumated future minimum
lease payments on operatmg Ieases are approximately as follows: - ‘

Year Ending December 31, : i ' C
2007 ... 000 e e S S R 3

2008 ...... TR I e e e e e e e 39

2009 ... e e e e e e e N 34

.24 1 0 73 -
2011 ... e r et e e 59 ,
Théreafter.................._ ........... e e 330

Total ............. e e e - §733

The schedule of future minimum lease payments above does not include operating lease obligations related
to restructured properties (see note 3), ‘ ‘ _ o ' .
'

Rental expense related to ofﬁce and equipment space, automobiles, equipment rentals and other leases for
the years ended December 31, 2006, 2005 and 2004 was $86, $98 and $101, respectively.
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Sublease Income

" The Company has various "sublet a:rangements wnh third parties. Esllrnated future minimum lease receipts
are approxlmately as follows:

Year Ending December 31,
2007 . e e e e e $5
2008 . o e e 4
2000 i e e e e e e e i 4
C 2000 L e e e 3
2001 ... e e e e 13
Thereafter ......... e e 5
7Y C %24

-

The schedule of future minimum lease receipts above does.not include lease obligations related to
restructured properties.

Sublease income for the year ended December 31, 2006 was $3. Prior year amounts are not material.

23, RELATED PARTY TRANSACTIONS
Commercial and other relationships between the Company and ST Telemedia

During the years endéd December 31, 2006, 2005 and 2004 the Company provided approximately $0 2,
$0.2, and $1.2, 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,
2006, 2005 and 2004 the Company received approximately $2.0, $1.3, and $0.9 of co-location services from an
affiliate of ST Telemedia. Additionally, during the years ended December 31, 2006, 2005 and 2004, the
Company accrued dividends and interest of $35.1, $32:0, and $31.4, respectively, related to debt and preferred
stock held by an affiliate of ST Telemedia.

As of December 31, 2006 and 2005, the Company had approximately $47.1 and $24.1, respectivély, 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 relate to interest due under the
Convertible Notes and dividends accrued.on the Company’s 2% cumulative senior convertible preferred stock,
and are included in “other current liabilities” and “other deferred liabilities,” respectively, in the accompanying
consolidated balance sheets. The Company accrues interest on the Convertible Notes at the annual rate of 11%
due. to certain provisions in the Convertible Notes indenture that could obligate the Company to pay interest
retroactively at that rate if the Company were unable to deliver common shares upon receiving a notice of
conversion from a holder of such notes (a “Conversion Restriction”). However, at such time, if any, as the
Convertible Notes are converted into.common shares of the Company, all amounts accrued for interest and
principal on the applicable Convertible Notes will be reclassified to common stock and additional paid in capital.
During the year ended December 31, 2006 and 2005, $12.5 and $12.1, respectively of accrued interest related to
the Convertible Notes was converted to additional Convertible Notes. This represents interest accrued through
December 29, 2006 and 2005, respectively calculated at the 4.7% annual rate that applies in the absence of a
Conversion Restriction.

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.. . .
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During the years 2006, 2005 and 2004, 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
Convertible Notes.

Commercial relationships between 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
common 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 years ended December 31, 2005 and 2004 were approximately $5.5, $7.4
and $6.0, respectively. Purchases of access-related services from Slim-Related Entities were approximately $2.5,
$6.6 and $6.0, respectively, for the four months ended April 30, 2006 and yeam ended December 31, 2005 and
2004.

Loans to Executive Officers

In February 2001, one of the Company’s subsidiaries made a $3.0 interest-free loan to an executive officer
of the Company. The loan was forgiven in three equal installments on the first, second and third anniversaries of
the date of grant. . ' : , .

Commercial relationships with Employees’

During 2006, the Company purchased the shares of a compan);'owned by an employee for $0.2.

Setrlement with Asia Global Crossing Bankruptcy Trustee

In November 2004, the bankruptcy trustee for Asia Global Crossing Lid, 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
gach case arising prior to the AGC bankruptey 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, 2003 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 $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 -
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and which is evaluated regularly by the Company’s chief operating decision maker in deciding how to assess
performance and allocate resources. The Company’s chief operating decision maker assesses performance and
allocates resources based on three separate operating segments: (i) enterprise, carrier data and indirect channels,
(ii) carrier voice and (iii) consumer voice, Small Business Group and Trader Voice.

The enterprise, carrier data and indirect channels segment consists of: (i) the provision of voice, data and
collaboration services to all customers other than carriers, consumers, and Trader Voice and Small Business
Group customers; (il) 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 segment consists of the prov1snon of U.S. domestic and international long dlstance voice
services to carrier customers.

The consumer voice, Small Business Group and Trader Voice segment consists of the provision of voice
and data services to these customers. During 2005 the Small Business Group and Trader Voice were sold (see
Note 20), In light of the sales of the Trader Voice and Small Business Group businesses, this segment now
comprises only the consumer voice business..

The Company’s long-lived assets are not specifically identifiable to any particular segment as lthey are used
to provide products and services to all customers. Therefore, the disclosure of long-lived assets by segment has
not been included. .

The Company defines adjusted gross margin as revenue less cost of access. This metric is a key financial
measure used by the chief operating decision maker in assessing segment performance and allocating resources.
Adjusted gross margin is not recognized under GAAP.

Segment information

For the year ended December 31, 2006:

Enterprise, carrier Consumer Yoice

data and indirect  Carrier SBG and Consolidated

channels Voice Trader Voice ‘Results
Revenues from external customers ................. $1,249 $ 614 $8 $ 1,871
Costofaccess ..ot et (576) (543) (D (1,120)
Adjusted gross margin . ...... B $ 673 $ 71 $7 751
Real estate and network operations . ............... (303)
Third party maintenance ................c.ovv.ns. (90)
Cost of equipment sales ......................... (65)
Grossmargin ..........c..oviiiininaaniiiiinnn, : ‘ : 5 293
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“For the year ended December 31 2005 - - ! C ot
t ‘ o Lo - - . Enterprise, carrier . - Consumer Voice .
. data and indirect  Carrier SBG and Consolidated
. B R channels Vgice*”  Trader Voice Results
Revenues from external customers . ... .. g $1.085  $777 $106 $ 1,968
Cost of ACCESS ... s e e ' (496), - _(673) . (47 (1,216)
Adjusted gross margin .......... N T R T $ 589 $ 104 . $5 .- . . 752
Real estate and network operatlons e I ' e : " (309)
Third party maintefiance .. ... ... .. 200w L oL ' o o ’ e © o (96)
Cost of equlpment sales ..., .o e ‘ (55)
Gross margin ........... SO P L ‘ ' ,-’ s 292
For the year ended December- 31, 2004: . 7 PR : S S
- - . ; ’ ot ‘ C . ‘ Enterprlse; carrier . .Consumer Veice .
' ’ ’ data and indirect  Carrier SBG and -~ Consolidated
channels - Voice Trader Voice « Results
Revenues frgm external customers .. .............. $1.,066 $ 1,256 $165 $ 2,487
Cost ofaccess o G ERRREEE e (517 (1,133) (81) (1,731)
Ad_]usled £rOSS margin e ' 3 549 § 123 $84 .- 156
Real estate and network operations ............... ) 31D
Third.party maintenance . .........%.......... ... Co : E C113)
Cost-of equipment sales ... .. .... S D . . , 45)
GrOSS MATEIN . - ..o oo et enes R ' 8 287

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 locaLIon of the assets. The foliowing table presents revenue and long-lived
assct information for geographic areas: e

' e N . Year Ended December 31, '
! . o oL : - 2006 2005 2004
" . Revenue(: ' e - )
United States . ... ittt it $1,215 $1,369  $1,745 -
United Kingdom .. ... ... ... ..., P 550 518 668
Other COUNtIIes . ..o e e i tee e iaans 106 81 74
Consolidated Worldwide . ...... ... vt renanns $1,871 $1,968 $2,487
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- December 31, o
' 2006 2005
Long-lived assets: © = - : T e
United Sta1es .. .. .. . e e $ 335 $337
United Kingdom ... ... 370 222
International waters . ... .. .. ... .. . e 158 181
Other countries .. ............. i e e e 269 223
(011375 £ 26 —_ i
$963 ..

Consolidated Worldwide . ...... L ey e e e $1,158

P

(5 There were no individual customers for the years ended December 31, 2006, 2005 and 2004 that accounted

for more than 10% of consolidated revenue.

@  Long-lived assets include property and equipment and intangible assets such as goodw1|l customer

contracts, customer relationships and internally developed software.

25. SUPPLEMENTAL CASH FLOW INFORMATION

‘
V-

SUPPLEMENTAL INFORMATION ON NON-CASH INVESTING ACTIVITIES:
_Fair value of assets acquired ............. ... e e e A
Less liabilites assumed . ... ...... ... ... .. .. .. ... e [ .

Netassetsacquired .. ... .. ..ttt et .
Less cash acquired ...... e e e e e
Less non-cash goodwill associated with settlement of pre-existing relationship . ... ...

Business acquisition, net of cash acquired ... .. ... e e L.

SUPPLEMENTAL INFORMATION ON NON-CASH FINANCING AC'I‘IVITIES
Capital lease and debt obligations incurred . ........ ... ... . . . i,

Accrued interest converted to Convertible Notes . .. ... oo oo e i i e

1

" 'Year Ended
* December 31,

2006 2005 2004

$178
68

L0
18
13

579

I h 7
1Tl T

$ 72

o
—
o)
o
[\
(=)

(-]
—
)
R
—
[ (]

During the year ended December 31, 2004, the Company restructured its debt indirectly held by its
controlling sharcholder ST Telemedia and exchanged $125 of principal amount of senior secured notes and $125

of a bridge loan facility for $250 of Convertible Notes.

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Changes in operating working capital:

ACCOUNIS TECEIVADIE .« . ot e e e e $¢60) $(10) $(BO)
Prepaid costs and other current assets .. ... ... .o it (5) ® 25
Accounts payable .. ... e 91 78 12
Accrued cost Of ACCESS - .. vt e i i e e e 16 (12) 60
Restructuring Costs——CUITENL . . .. .0\ttt ittt ee i iaana i nan e @y @ 17
Other current liabilities . ... ... i e e 26 24 61
$35 363 $095
Cash paid for interest and income taxes:
Cash paid for interest ........... e e e 566 $54 $32
Cash paild for INCOME LAKES . ...\ttt $4 %2 5 4
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26. QUARTERLY FINANCIAL DATA (UNAUDITED)

The following tables present the unaudited quarterly results for the years ended December 31, 2006 and

2005.
2006 Quarter Ended
. } _ ] March 31 June 30 September 30, December 312
Revenue ........ U 456 $ 461 $ T 466 $ 488
CostofacCess . ...vvivrnnrnnnecnnenenas .(285) (286) - (275) - - 274)
Real estate, network and operation! .......... (Th (73) 69 (84)
Third party maintenance ................... (24) QD . (22) 23)
Cost of equipmentsales.................... (15) (13) .. . (15) - (22)
Total cost of revenue .. .. .. e A, o (401) .+ (393 (381) - -+ (403)
Selling, general and administrative! ..... e (100) : 85 . (78) a9
Depreciation and amortization .................. 37 (36) 40 (49)
OpPerating loss ... ...ovneenoriineearnnnnennn. SN EER ¢ ) R ") - (43)
Loss from continuing operations . ................ (108) (76) (50) (90)
Loss applicable to common shareholders .......... (109) 7 (&1)] (90)
Loss per share: -
Loss from continuing operations per common- - o L : L e -
share, basicand diluted .................. 5 (475) % (2700 $ . (1400 § = (2.46)
Loss applicable to common shareholders per ) ' ‘ '
commion share, basic and diluted .......... $§ @479 s 2.70) $ (L40) § . '(2.46)
Shares used in comp{ning basic and _dil’uted' loss " o _ o, ' . i
pershare ,............. ... il 22,946,732 28,502,549 36,456,178 36,516,796
8
« [
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X Y ) 2005 Quarter Ended
) . e, March 31 " June 30 September 30  December 31
Revenue .......... e eneeiiieeee.... $ L5268 . 499 $ - 481 § 462
Cost of access3 ....................... ceee L (320) REINY (306) . (279
Real estate, network and operat10n4 ..... e (79), (D (75) (78)
Third party mamtenance ................... L (26 24 - Q9 (22)
~ Cost of equiprent sales . . . . . e ? ‘ (12) (15) Ty T {15)
Total cost of revenue ........ e A ‘ Lo . (437) } L (4:27) . 418). (394
Selling, general and administrative’ .............. : (117 (99) (96) (100)
Depreciation and amortization .................. 37 33) (36) (36)
Operating 1oss . ............ . ccovueiinnnnn. .. (65) {60) R (1) I * (68)
Loss from continuing operations . . ... oo oooo. .. coon (106) . {76) . (102) - 79
Discontinued operations BN e PO o a e 1"_' g o
Netloss . .oovrevnnnnn.. e C o Taoey L (75). LY (79
Loss appllcable to common shareholders .......... (107 - . (76) (95)' o _(80)
Income (loss) per share: "~ ' T . L 7 '
Loss from contifuing operanons per cornmon L L - R
*° share, basicand diluted ............... . .. ‘$ (482) $ -341Y § - @456) $ (3.55)
Income from discontinued operations ner ' ' s . o i ‘ '
common sharg, basic and diluted ,.,....... 3 — % 004 3. 035 3% | 0 —
"Loss applicable to common shareholders per : e ' oo : :
comnon share; basic and diluted ......... 8 - (482) 8 (337 $ .- @21) $ - (3.55
Shares used in computing bas:c and diluted loss ' _ ! ' ’
per share ........ B 22,218,468 122,522,090 22,554,760 22,564,624

1 Dunng the fourth quarter 6f 2006 the Company capitalized $5 of its information technology deparlmenls
salaries and benefits related 1o the development of internal-use software,

2 During the fourth quarter of 2006, the Company purchased Fibernet and consolidated its results 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 deeméd settlement of pre-existing arrangements.

3 During the fourth quarter.of 2005, the Company, revised its estimated cost of access dlspute accrual and

. reduced the accrua] by $10 which,was recorded as a reduction in cost of access expense.

4 During the fourth quarter of 2005, the Company recorded an $8 real estate tax rebate as a reduction in real
estate costs. The rebate was received in February 2006.

3 During the first quarter of 2005 the Company increased its restructuring reserve for facility closings by $24
as aresult of a reduct;on in estlmated third-party’ sublease payments for restructured propernes
" The sum of the quarterly net loss per share amounts may not equal the full-year amount * since’ the

computatlons of the weighted average number of shares outstandmg for each quaner and the full year are made

(mdependently

27. SUBSEQUENT EVENTS

BusmessAcqmsmons' te IR ' - ' e ot
m On October 26, 2006 the Company announced that it agreed to acqmre Impsal Fiber Networks Inc,
(“Impsat™) for cash of $9.32 per share of Impsat common stock, representing a total equity value of

approximately $95. The transaction is expected to close early in the second quarter of 2007. The transaction

F-53




GLOBAL CROSSING LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contintied)
(In millions, except'countries, cities, number of sites, square footage,
percentage, share and per share information)

remains subJect to the sansfactlon or waiver of the conditions precedent set forth in the merger agreement,
including the receipt of the remaining regulatory approval in Venezuela. On January 17, 2007, Impsat’s
shareholders approved the transaction. Impsat is a leading Latin American provider of IP, hosting and value-
added data solutions. As a result of the acqursmon, the Company will be able to provide greater breadth of
services and coverage to the Company’s Latin American operations and enhance its competitive position as a
global service provrder The results of Impsat’s operations will be included in the consolidated financial
statements as of the acquisition date. Direct costs of the acquisition incurred as of December 31, 2006 are
approx1mately $5 and have been capitalized and included in other assets in the consolldated balance sheet.

. Senior Notes Offering

On February 14, 2007, Global Crossing Impsat Holdings I Plc (“GC Impsat’’), a wholly owned subsidiary of
the GCL issued $225 in aggregate principal amount of GC Impsat’s 9.875% senior notes due February 15, 2017
(the “GC Impsat Notes™). Interest is payable in cash semi annually in arrears every February 15 and August 15
“commencing August 15, 2007, The proceeds of the offering will be used to finance a portion of the purchase
" price (including the repayment of indebtedness) of the Company’s previously announced proposed acquisition of
Impsat. Pursuant to an escrow agreement, the net proceeds of the sale of the GC Impsat Notes, (plus an additional
amount of cash necessary to fund accrued interest on the GC Impsat Notes if the consummallon of the acquisition
does-not occur by the spemﬁed date below) were placed in an escrow account for the benefit of the note holders
pending the consummation of the acquisition. If (i) the acquisition is not consummated on or prior to May 25,
2007. or (ii) the agreement and plan of .merger, dated as of October 23, 2006, among the GCL, GC Crystal
Acquisition, Inc. (a wholly-owned indirect subsidiary of the GCL.) and Impsat is terminated prior to. May 25,
2007, GC Impsit will be required to redeem all of the GC Impsat Notes at a redemption price equal to 100% of
the aggregate principal amount thereof, plus accrued and unpaid interest to, but excluding, the redemption date.
Pursuant to a pledge and security, agreement, to be entered into on the date of the Acquisition, GC Impsat will
maintain a debt service reserve account in the name of the collateral agent for the benefit of the note holders
equal to two interest payments on the GC Impsat Notes until certain cash flow metrics have been met. The
amounts included in the debt service account will be included in restncted cash.
i . .

. The GC Impsat Notes are the senior unsecured (olher 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 and most of its
subsidiaries) will guarantee the GC Impsat Notes on a senior unsecured ba51s rankmg equal in nght of payment
with all of their other senior unsecured debit. ‘ - :

The mdenture for the GC Impsat Notes limits GC Impsat’s and its resmcted 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
paymems to GC Impsat from its restricted submdmnes (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.

The Company had obtained a financing commitment from Credit Suisse for up to $200 to finance most of
the Impsat debt that is not being repaid at closing. This commitment was terminated upon issuance of the senior
notes on February 14, 2007. The approxithately $5 of unamortized deferred financing fees related to the
financing commitment will be expensed in other income, net in the consolidated statement of operauons for the
three months ended March 31, 2007.
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[

Equ'ity Grants o

On March 13, 2007, the Board of Directors approved a grant of awards under a special retention program to
substantially all non-sales employees of the Company. The program is intended to retain and motivate the
Company’s employees. The awards granted were: (1) $3 of cash; and (ii} 1,194,120 restricted stock units that vest
over a period of six or twelve months from the date of grant. . - . ». « 4 ' f o

In connection with the Company’s annual long-term incentive program for 2007, on. March 13, 2007, the
Company also awarded 330,100 restricted stock units to employees which vest on March 13, 2010 and 393,100
performance share opportunities to employees which vest on December 31, 2009, 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 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; (it) 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 earnings, cash use, and adjusted gross margin attributable to the
Company's enterprise, carrier data and indirect channel segment.
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~ SCHEDULEI
VALUATION AND QUALIFYING ACCOUNTS
: " (in millions) '

ColumnA ColumnB ColumnC ColumnD ColumnE

Additions :
] Balanceat Chargedto  Charged Balance
! : beginning costs and to other * at end of
of period expenses accounts  Deductions period
2006 : . .
Reserve for uncollectible accounts and sales
Credils ... e e $ 49 § 28 5 7 $(41) $ 43
‘Restructuring reserves ......... PP 120 (4) 15 - @0 .9
Deferred tax valuation allowance . ............. 2,368 (21 185 — 2,53
2005 . )
Reserve for uncollectible accounts and sales :

Credits . ..ot $ 8 .5 6 5§25 $(70) $ 49
Restructuring reserves ...................... 159 18 (18) 39 - 120
Deferred tax valuation allowance .. ............ 2,475 (CY) (60) —_— 2,368

** . Reserve for uncollectible accounts and sales
credits . ..., $ 115 $ 10 $ 1 $(38) $ 88
* Restructuring reserves ...................... 193 . 15 12 61 - 159

Deferred tax valuation allowance . ............. 4,127 (1,578) (74) — 2,475




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 0ld GCL’s common shares 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 total 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
bankruptcy', through December 31, 2006, 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 Telecomi Index, with dividends reinvested.
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DEFINITIONS AND RECONCILIATIONS OF NON-GAAP FINANCIAL METRICS
REFERENCED IN CEO LETTER

Global Crossing Limited
Reconciliation of Adjusted EBITDA to Net Loss
{$ in millions)

Pursuant to the SEC’s Regulation G, the followmg table provides a reconciliation of AdeS[Cd EBITDA,
which is considered a non-GAAP (Generally Accepted Accounting Prmuples) financial metric, to net income
(loss), which is the most directly comparable GAAP measure. Global Crossing’s calculation of its Ad_]usted
EBITDA may not be consistent with EBITDA measures of other companies. Management believes that Adjusted
EBITDA is a relevant indicator of operating performance, especially in a cap:tal -intensive industry such as
telecommunications. Adjusted EBITDA is an important aspect of the company’s internal reporting and i 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,
2006 2005

Adjusted EBTTDA ... .. i e $ (49) 3%(120)
Depreciation and amoOrtization .. ...........cuoiorenrrnierenien i (163) (142)
=) (=1 1 1= R U A UGS (89) (86)
Other INCOME, NEL . o\ v\ttt e e e oot i ie et a i it enana e nneaean 12 12
Gain on pre-confirmation COntingencies ....... ... o ittty 32 36
Income taX ProviSION .. ... ...ttt iiiiie it i 67 (63)
Income from discontinued operations, nei of income tax ....... e — 9
Preferred stock dividends . ... ...t it it i e e e 3 __(_i)

Net income (loss) applicable to common shareholders ........................ $(327) $(358)

Definition:

Adjusted EBITDA is earnings before interest, taxes, depreciation and amortization, other income/ (expense),
gain on pre-confirmation contingencies, net income from discontinued operations, and preferred stock dividends .
for the consolidated business of Global Crossing.




DEFINITIONS AND RECONCILIATIONS OF NON;GAAP FINANCIAL METRICS
REFERENCED IN CEO LETTER

Global Crossing Limited
Reconciliation of Adjusted Gross Margin to Gmss 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 most directly
comparable GAAP measure. Managemeht believes that Adjusted Gross Margin is a relevant indicator of
operating performance since it links revenue lines with the largest ancl most directly related costs incurred to
generate such revenue. Adjusted Gross Margin is an important aspect of the company’s internal reporting and the
company provides financial guidance to the investment community based on this metric. 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,
2006 2005
Invest and Grow SEZMENTIEVENUS ... .vv'''urrrnreee e et iineeeeeinnnnenns $1,249  $1,085
Invest and Grow segment cost of access .. .. .. PRI e e 576 496
Invest and Grow segment Adjusted Gross Margin .......................... 673 589
Other segments Adjusted Gross Margin ... ... et et e e, 78 163
ConsohdatedAd_]ustedGrossMargm P S 751 752
Consolidated real estate, network and operauons EXPENSE .. vvnin e (303) (309)
Consolidated third party maintenance expense . ..............civieiineeass - (90) (96)
Consolidated cost of equipmentsales ...... ... ... . .. ... ... it (65) (55)
Consolidated gross margin . ... ... PEETUS O e $ 293§ 292

Definition: : .

Adjusted gross margin is revenue minus cost of access.
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