210 N.

Winter

32789

Park Ave.
Park, FL

P.0. Drawer 200
Winter Park, FL
32790-0200

Tel: 407-740-8575
Fax: 407-740-0613

tmi@

tminc.com

July 14, 2000
Via Overnight Delivery

Ms. Blanca Bayo
Division of Records and Reporting - S
Florida Public Service Commission :
Division of Communication

2540 Shumard Oak Boulevard

Gerald L. Gunter Building, Room 270

Tallahassee, FL 32399-0850

RE: Frontier Communications of America, Inc. R -
Interexchange Carrier Application YOO, 'f, e ]

Dear Ms. Bayo,

Enclosed for filing are the original and six (6) copies of the above referenced
application of Frontier Communications of America, Inc. is seeking authority to
provide interexchange carrier services in Florida.

Enclosed is a check in the amount of $250.00 to cover the filing fee.

Please acknowledge receipt of this filing by date-stamping the extra copy of this
cover letter and returning it to my attention in the self-addressed, stamped
envelope which has been provided for that purpose.

Questions pertaining to this application or tariff should be directed to my
attention at (407) 740-8575.

Thank you for your assistance.

‘ Chack received with filing and
Sincerely, ; forwarded to Fiscal for depoeit.

' Fiscal to forward & copy of cheok
2| to RAR wath proof of deposit.

{

U , Initjpis ef person who forwarded oheok:
. 4 = L :

Connie Wightman —sle
Consultant to Frontier Communications of America

CW/im.
Enclosure

ce: Michael J. Nighan, Frontier Communicationsﬂ%@@ﬁiﬁw‘w?o-:} ATE
File: Frontier Communications of America - Florid

TMS: FLIO000 08 5 7 7 WLI78
PSC-RECORNS/KEPORTING



FLORIDA PUBLIC SERVICE COMMISS1ION
DIVISION OF COMMUNICATIONS
BUREAU OF SERVICE EVALUATION

APPLICATION FORM
for
AUTHORITY TO PROVIDE
INTEREXCHANGE TELECOMMUNICATIONS SERVICE
WITHIN THE STATE OF FLORIDA

Instructions

This form is used for an original application for a certificate and for approval of sale,
assignment or transfer of an existing certificate. In case of a sale, assignment or transfer,
the information provided shall be for the purchaser, assignee or transferee (See Appendix

A).
Respond to each item requested in the application and appendices. If an item is not
applicable, please explain why.

Use a separate sheet for each answer which will not fit the allotted space.

If you have questions about completing the form, contact:

Florida Public Service Commission
Division of Communications
Bureau of Service Evaluation

2540 Shumard Oak Boulevard

Gunter Building
Tallahassee, Florida 32399-0850

(904) 413-6600

Once completed, submit the original and six (6) copies of this form along with a non-

refundable application fee of $250.00 to:

Florida Public Service Commission -
Division of Administration =
2540 Shumard Oak Blvd. &

Gunter Building ™
Tallahassee, Florida 32399-0850 &

(904) 413-6251 5
=

S

(o ]

o

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
1
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http:of$250.00

1. Select what type of Business your company will be conductin\g/(check all that apply):

() Facilities based carrier - company owns and operates or plans to own and
operate telecommunications switches and transmission facilities in Florida.

() Operator Service Provider - company provides or plans to provide alternative
operator services for IXCs; or toll operator services to call aggregator locations; or
clearinghouse services to bill such calls.

(/)  Reseller - company has or plans to have one or more switches but primarily leases
the transmission facilities of other carriers. Bills its own customer base for
services used.

() Switchless rebiller - company has no switch or transmission facilities but may
have a billing computer. Aggregates traffic to obtain bulk discounts from
underlying carrier. Rebills end users at a rate above its discount but generally
below the rate end users would pay for unaggregated traffic.

() Multi-Location Discount Aggregator - company contracts with unaffiliated
entities to obtain bulk/volume discounts under multi-location discount plans from
certain underlying carriers. Then offers the resold service by enrolling unaffiliated
customers.

() Prepaid Debit Card Provider - any person or entity that purchases 800 access
from an underlying carrier or unaffiliated entity for use with prepaid debit card
service and/or encodes the cards with personal identification numbers.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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2. This is an application for V' (check one):
(/)  Original Authority (New company)
() Approval of transfer (To another certificated company)
() Approval of assignment of existing certificate (To a noncertificated company)

() Approval for transfer of control (To another certificated company.)

3. Name of corporation, partnership, cooperative, joint venture or sole proprietorship:
Frontier Communications of America, Inc.
180 South Clinton Avenue
Rochester, New York 14646

Telephone: (716) 777-8456
Facsimile: (716) 232-3646

4. Name under which the applicant will do business (fictitious name, etc.):

Frontier Communications of America, Inc.

5. National address (including street name & number, post office box, city, state and zip
code).
Street: 180 South Clinton Avenue
P.O. Box:

City, State:  Rochester, New York
Zip Code: 14646

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25‘-24.471, 25-24.473, and 25-24.480(2).
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6. Florida address (ina'lfding street name & number, post ofﬁce\b/ox, city, state and zip

code).
Street:
P.O. Box:
City, State:
Zip Code:
7. Structure of organization:
() Individual () Corporation
(/)  Foreign Corporation ()  Foreign Partnership
() General Partnership () Limited Partnership
() Other,
8. If applicant is an individual or partnership, please give name, title and address of sole

proprietor or partners.

(a) Provide proof of compliance with the foreign partnership statute (Chapter 620.169
FS), if applicable.

(b) Indicate if the individual or any of the partners have previously been:

(1) adjudged bankrupt, mentally incompetent, or found guilty of any felony or
of any crime, or whether such actions may result from pending
proceedings.

) officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no
longer associated with the company, give reason why not.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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9. If incorporated, plc?sg give:

(a) Proof from the Florida Secretary of State that the applicant has authority to
operate in Florida.

Corporate charter number:
(b)  Name and address of the company's Florida registered agent.

Prentice Hall Corporation System, Inc.
1201 Hays Street, Suite 105
Tallahassee, F1I. 32301

() Provide proof of compliance with the fictitious name statute (Chapter 865.09 FS),
if applicable.

Fictitious name registration number:

(d) Indicate if any of the officers, directors, or any of the ten largest stockholders have
previously been:

1) adjudged bankrupt, mentally incompetent, or found guilty of any felony or
of any crime, or whether such actions may result from pending
proceedings.

No officer or director has filed for corporate bankruptcy and no officer or
director has been adjudged incompetent or found guilty of any felony or of
any crime.

2) officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no
longer associated with the company, give reason why not.

No officer, director, partner or stockholder of the Company is an officer,
director or stockholder in any other Florida certificated telephone
company.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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10. Who will serve as liaison with the Commission in regard to (?ﬂéase give name, title,
address and telephone number):

(@  The application:

Connie Wightman

Consultant to Frontier Communications of America, Inc.
Technologies Management, Inc.

P.O. Drawer 200

Winter Park, FL 32790-0200

Telephone: (407) 740-8575

Facsimile: (407) 740-0613

(b) Official Point of Contact for the ongoing operations of the company:

Michael J. Nighan, Director - Regulatory Affairs
Frontier Communications of America, Inc.

180 South Clinton Avenue

Rochester, New York

Telephone: (716) 777-8456

Facsimile:  (716) 232-3646

() Tariff:

Connie Wightman

Consultant to Frontier Communications of America, Inc.
Technologies Management, Inc.

P.O. Drawer 200

Winter Park, FL 32790-0200

Telephone: (407) 740-8575

Facsimile:  (407) 740-0613

(d) Complaints/Inquiries from customers:
Customer Care Department
Frontier Communications of America, Inc.
180 South Clinton Avenue
Rochester, New York

Telephone: (716) 777-8456
Facsimile:  (716) 232-3646

11.  List the states in which the applicant:
(a) Has operated as an interexchange carrier.

Iowa, Minnesota, New York, Pennsylvania and Wisconsin.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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(b)

(c)

(@

(e)

®

Has applica?féfns pending to be certificated as an inter?)'{change carrier.
None
Is certificated to operate as an interexchange carrier.

Applicant operates as an interexchange carrier in lowa, Minnesota, New
York, Pennsylvania and Wisconsin

Has been denied authority to operate as an interexchange carrier and the
circumstances involved.

Not applicable

Has had regulatory penalties imposed for violations of telecommunications statutes
and the circumstances involved.

Not applicable

Has been involved in civil court proceedings with an interexchange carrier, local
exchange carrier or other telecommunications entity, and the circumstances involved.

None

12.  What services will the applicant offer to other certified telephone companies:

()  Facilities ()  Operators
() Billing and Collection () Sales

() Maintenance

(X)  Other: None anticipated at this time

13. Do you have a marketing program?

Applicant has an-house marketing department.

14.  Will your marketing program:

SN PN -

)
)
)
)

Pay commissions?

Offer sales franchises?

Offer multi-level sales incentives?
Offer other sales incentives?

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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15, Explain any of the offers checked in question 14 (to whom, what amount, type of franchise,
) etc.).

16.  Who will receive the bills for your service (check all that apply)?

(¥)  Residential customers (¥)  Business customers

() PATS providers () PATS station end-users
() Hotels & motels () Hotel & motel guests

() Universities ()  Univ. dormitory residents
() Other:(specify)

17.  Please provide the following (if applicable):

(a) Will the name of your company appear on the bill for your services, and if not, who
will the billed party contact to ask questions about the bill (provide name and phone
number) and how is this information provided?

Applicant's name will appear on all customer bills with the company's address
and toll free telephone number for customer inquiries and/or complaints.

(b) The name and address of the firm who will bill for your service.
Application will bill Customers directly.

18.  Please provide all available documentation demonstrating that the applicant has the
following capabilities to provide interexchange telecommunications service in Florida.

A. Financial Capability

Applicant possesses the financial capability to provide the requested service.
Applicant is a wholly owned subsidiary of Global Crossing North America, Inc.,
which is a wholly owned subsidiary of Global Crossing, Ltd. The Applicant will
be able to rely on the financial resources of the parent, which are significant. A
copy of the most recent SEC 10K filing of Global Crossing is provided in
Attachment II1.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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Regarding tFé/showing of financial capability, the foﬁ'c>/vving applies:

The application should contain the applicant's financial statements for the most recent
3 years, including:

1. the balance sheet
2. income statement
3. statement of retained earnings

See Attachment II1.

Further, a written explanation, which can include supporting documentation,
regarding the following should be provided to show financial capability.

1. Please provide documentation that the applicant has sufficient financial
capability to provide the requested service in the geographic area proposed
to be served

2. Please provide documentation that the applicant has sufficient financial
capability to maintain the requested service.

3. Please provide documentation that the applicant has sufficient financial

capability to meet its lease or ownership obligations.

NOTE: This documentation may include, but is not limited to, financial statements,
a projected profit and loss statement, credit references, credit bureau reports, and
descriptions of business relationships with financial institutions.

If available, the financial statements should be audited financial statements. If the
applicant does not have audited financial statements, it shall be so stated. The
unaudited financial statements should then be signed by the applicant's chief
executive officer and chief financial officer. The signatures should affirm that the
financial statements are true and correct.

B. Managerial capability.
See Attachment IV.
C. Technical capability.

Applicant is a wholly owned subsidiary of Global Crossing North America, Inc.
(formerly Frontier Corporation), which is a wholly owned subsidiary of Global
Crossing, Ltd. who provides quality telecommunications services to over two
million customers throughout the country. The company has a proven track
record for providing high quality services and responsive customer service.
Applicant possesses all the necessary capabilities to operate as a provider of
resold services.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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19.  Please submit the pf?)'ﬁosed tariff under which the company pla\ﬁf to begin operation. Use the
format required by Commission Rule 25-24.485 (example enclosed).

See Attachment II.
20.  The applicant will provide the following interexchange carrier services (Check all that
apply):
() MTS with distance sensitive per minute rates
() Method of access is FGA
() Method of access is FGB
() Method of access is FGD
() Method of access is 800
() MTS with route specific rates per minute
() Method of access is FGA
() Method of access is FGB
()  Method of access is FGD
() Method of access is 800
(/)  MTS with statewide flat rates per minute (i.e.not distance sensitive)
() Method of access is FGA
() Method of access is FGB
(V)  Method of access is FGD
() Method of access is 800

() MTS for pay telephone service providers.
() Block of time calling plan (Reach Out Florida, Ring America, etc.)
() 800 Service (Toll free)
(V)  WATS type service (Bulk or volume discount)
(/)  Method of access is via dedicated facilities

(Y)  Method of access is via switched facilities

() Private line services (Channel Services) (For ex. 1.544 mbps, DS-3, etc.)

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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) Travel service
() Method of access is 950
(¥)  Method of access is 800

() 900 service

()  Operator Services
(¥)  Auvailable to presubscribed customers
() Available to non presubscribed customers (for example, patrons of hotels,
students in universities, patients in hospitals.
() Available to inmates

Services included are:

(/)  Station assistance

(/)  Person to person assistance
()  Directory assistance

(/)  Operator verify and interrupt
() Conference calling

21.  What does the end user dial for each of the interexchange carrier services that were checked
in services included (above).

For travel service calls: an 800 access number, plus identification number, plus the
destination telephone number.

22. Other:

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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#* APPLICANT ACKNOWLEDGMENT STATEMENT **

1. REGULATORY ASSESSMENT FEE:
I understand that all telephone companies must pay a regulatory assessment fee in the
amount of .15 of one percent of its gross operating revenue derived from intrastate business.
Regardless of the gross operating revenue of a company, a minimum annual assessment fee
of $50 is required.

2. GROSS RECEIPTS TAX:
I'understand that all telephone companies must pay a gross receipts tax of two and one-half
percent on all intra and interstate business.

3. SALES TAX:
I understand that a seven percent sales tax must be paid on intra and interstate revenues.

4. APPLICATION FEE:
A non-refundable application fee of $250.00 must be submitted with the application.

5. RECEIPT AND UNDERSTANDING OF RULES:
I acknowledge receipt and understanding of the Florida Public Service Commission's Rules
and Orders relating to my provision of interexchange telephone service in Florida. I also
understand that it is my responsibility to comply with all current and future Commission
requirements regarding interexchange service.

7. ACCURACY OF APPLICATION:

By my signature below, I the undersigned owner or officer of the named utility in the
application, attest to the accuracy of the information contained in this application and
associated attachments. I have read the foregoing and declare that to the best of my
knowledge and belief, the information is a true and correct statement. Further, I am aware
that pursuant to Chapter 837.06, Florida Statutes, "Whoever knowingly makes a false
statement in writing with the intent to mislead a public servant in the performance of
his official duty shall be guilty of a misdemeanor of the second degree, punishable as
provided in s. 775.082 and s. 775.083",

UTILITY OFFICIAL: At QP L (3L 2667
Signatfire Date
27 QD (716) 777-1028
Michadl J. Shortley, HI Telephone

Senior Associate General Counsel
Frontier Communications of America
180 South Clinton Avenue
Rochester, New York 14646

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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APPENDICES:

A -  CERTIFICATE TRANSFER STATEMENT

B-  CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

C-  INTRASTATE NETWORK

D- FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES

ATTACHMENTS:

I - AUTHORITY TO OPERATE IN FLORIDA

II - PROPOSED TARIFF

IIT- FINANCIAL STATEMENTS

IV - MANAGERIAL AND TECHNICAL CAPABILITIES

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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** APPENDIX A **

CERTIFICATE OF TRANSFER STATEMENT

I, (Name of Client Contact, Title), of (Name of Company), and current holder of certificate number

, have reviewed this application and join in the petitioner's request for a

transfer of the above-mention certificate.

Not Applicable

UTILITY OFFICIAL:

Signature Date

Client Name and Title Telephone

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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** APPENDIX B **
CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

A statement of how the Commission can be assured of the security of the customer's deposits
and advance payments may be responded to in one of the following ways (applicant please check
one):

(X)  The applicant will not collect deposits nor will it collect payments for service
more than one month in advance.

O) The applicant will file with the Commission and maintain a surety bond in an
amount equal to the current balance of deposits and advance payments in excess
of one month. (Bond must accompany application.)

UTILITY OFFICIAL: w72 G s TT /3 Goi, 2040
Signatufe ’ Date =

Michael J. Shortley, III

Senior Associate General Counsel
Frontier Communications of America
180 South Clinton Avenue

Rochester, New York 14646

Telephone: (716) 777-1028
Facsimile:  (716) 546-7823

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24 473, and 25-24.480(2).
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** APPENDIX C **
INTRASTATE NETWORK
POP: Addresses where located, and indicate if owned or leased.
1)
2)
3)
4)

SWITCHES: Address where located, by type of switch and indicate if owned or leased.

1)

2)
3)
4)
TRANSMISSION FACILITIES: POP-to-POP facilities by type of facilities (microwave,

fiber copper, satellite, etc.) and indicate if owned or leased.

POP-to-POP TYPE OWNERSHIP

1)
2)
3)

ORIGINATING SERVICE: Please provide the list of exchanges where you are
proposing to provide originating service within thirty (30) days after the effective date
of the certificate. (Appendix D)

Statewide

TRAFFIC RESTRICTIONS: Please explain how the applicant will comply with the
EAEA requirements contained in Commission Rule 25-24.471 (4)(a) (copy enclosed).

Not applicable

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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6. CURRENT FLORIDA INTRASTATE SERVICES: Apﬁh‘c/ant has ( ) or has not (X)
previously provided intrastate telecommunications in Florida. If the answer is has,
fully describe the following:

(a) What services have been provided and when did these service begin?

Not applicable

(b) If the services are not currently offered, when were they discontinued?

Not applicable.
UTILITY OFFICIAL: ot VT T 73 Tty Logy
Signatufe ’ Date *
Michael J. Shortley, 111

FORM PSC/CMU 31 (12/96)

Senior Associate General Counsel
Frontier Communications of America
180 South Clinton Avenue

Rochester, New York 14646

Telephone: (716) 777-1028
Facsimile:  (716) 546-7823

Required by Commission Rule Nos. 25-24.471, 25-24 473, and 25-24.480(2).
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*x APPENDIX D ** bl

FLORIDA TELEPHONE EXCHANGES
AND
EAS ROUTES

Describe the service area in which you hold yourself out to provide service by telephone
company exchange. If all services listed in your tariff are not offered at all locations, so indicate.

In an effort to assist you, attached is a list of major exchanges in Florida showing the small
exchanges with which each has extended area service (EAS).

** FLORIDA EAS FOR MAJOR EXCHANGES **

Extended Service Area with These Exchanges

PENSACOLA: Cantonment, Gulf Breeze, Pace, Milton Holley-
Navarre.

PANAMA CITY: Lynn Haven, Panama City Beach, Youngstown-
Fountain and Tyndall AFB.

TALLAHASSEE: Crawfordville, Havana, Monticello, Panacea,

Sopchoppy and St. Marks.

GAINESVILLE: Alachua, Archer, Brooker, Hawthorne, High Springs,
Melrose, Micanopy, Newberry and Waldo.

OCALA: Belleview, Citra, Dunnellon, Forest Lady Lake (B21),
MclIntosh, Iklawaha, Orange Springs, Salt Springs and
Silver Springs Shores.

DAYTONA BEACH: New Smyrna Beach.
TAMPA: CentralNone
East Plant City
North Zephyrhills
South Palmetto
West Clearwater
CLEARWATER: St. Petersburg, Tampa-West and Tarpon Springs.

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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ST. PETERSBURG:

LAKELAND:

ORLANDO:

WINTER PARK:

TITUSVILLE:
COCOA:
MELBOURNE:
SARASOTA:

FT. MYERS:

NAPLES:
WEST PALM BEACH:

POMPANO BEACH:
FT. LAUDERDALE:

HOLLYWOOD:
NORTH DADE:

MIAMI:

Clearwater.

Bartow, Mulberry, Plant City, Polk City and Winter
Haven.

Apopka, East Orange, Lake Buena Vista, Oviedo,
Windermere, Winter Garden, Winter Park,
Montverde, Reedy Creet, and Oviedo-Winter Springs.
Apopka, East Orange, Lake Buena Vista, Orlando,
Oviedo, Sanford, Windermere, Winter Garden,
Oviedo-Winter Springs, Reedy Creek, Geneva and
Montverde.

Cocoa and Cocoa Beach.

Cocoa Beach, Eau Gallie, Melbourne and Titusville.
Cocoa, Cocoa Beach, Eau Gallie and Sebastian.
Bradenton, Myakka and Venice.

Cape Coral, Ft. Myers Beach, North Cape Coral,
North Ft. Myers, Pine Island, Lehigh Acres and
Sanibel-Captiva Islands.

Marco Island and North Naples.

Boynton Beach and Jupiter.

Boca Raton, Coral Springs, Deerfield Beach and Ft.
Lauderdale.

Coral Springs, Deerfield Beach, Hollywood and
Pompano Beach.

Ft. Lauderdale and North Dade.
Hollywood, Miami and Perrine.

Hemestead; North Dade and Perrine.

Applicant intends to offer service throughout the State of Florida,

FORM PSC/CMU 31 (12/96) Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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ATTACHMENT1I

AUTHORITY TO OPERATE IN FLORIDA
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PROFIT CORPORATION
APPLICATION BY FOREIGN PROFIT CORPORATION TO FILE AMENDMENT TO

APPLICATION FOR AUTHORIZATION TO TRANSACT BUSINESS I&EL@IDA
(Pursuant to s. 607.1504, F.S.) s

-...'-'.

I V

i

SECTION I Ry

(1-3 MUST BE COMPLETED) e
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] .FRONTIER LONG DISTANCE OF AMERICA, INC.
‘Name of corporation as it appears on the records of the Department of State.

3. August 9, 1993

7. Delaware
Date authorized to do business in Florida

Incorporated under laws of

SECTION 11
(4-7 COMPLETE ONLY THE APPLICABLE CHANGES)

4. If the amendment changes the name of the corporation, when was the change effected under the laws of
June 6, 2000

its jurisdiction of incorporation?

5 FRONTIER COMMUNICATIONS OF AMERICA, INC.
Name of corporation after the amendment, adding suffix “corporation” “company” or "incorporated,” or appropriate abbreviation, if
not contained in new name of the corporation.

6. If the amendment changes the period of duration, indicate new period of duration.

3

N/A

New Dwuration

7. If the amendment changes the jurisdiction of incorporation, indicate new jurisdiction.

N/A

New Junsdiction

MMW ' %aé—ﬁ o

Sngn}p(xre

Barbara J. LaVerdi Assistant Secretary
Title

Typed or printed name




rage:

(4

rrems  rronuer Keguiatory Hreparea. T, JUi 40, eWuw U, UD FM

CERTIFICATE OF AMENDMENT OF CERTIFICATE OF INCORPORATION
| ‘ or
FRONTIER LONG DISTANCE OF AMERICA, INC.
It is heceby cartified thar: |
1. The name of the corporation (hereinafier cal'let'l'the “sorporation”) is
FRONTIER LONG DISTANCE OF AMERICA, INC. - o

-2 'Ihecemﬁcawofmo:penucnof ﬁncorpmonmhm’byamndadb strik-

ing out Article One  thereof and by substituting in lieu of said Am:!:[s] the !ollowmg new
Arnicle[s]:

Article one of the Certificate of Incgrpomion is unended to read as follows:

1. The name of the corproation is: FRONTIER COMMUNICATIONS OF AMERICA, INC.

3. The amendment(s] of the certificate of incorporation herein certified has
[have] been duly adopted in accordance with the provisians of Section 242 of the General Corpo-
ration Law of the Statc of Delaware.

Signedon & AJse

WMA&

Barbara I. LaVerd!, Afsistant Secretary

STATE OF DELAWARE
SECRETARY OF STAIE
DIVISTON OF CORFORATIONS
FIZLED 09:00 AM G&/06/2000

DB BC D-CERTIFICATE OF 001286256 - 2307210
AMBMTWABNY . o CTED wavARNT IO taim



3 From:  Frontier Regulatory Prepared: 1hu, Jun2Y, 2UUU U405 PM

State of Delaware
~ PAGE 1

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO EEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE czmna-:cnx OF AMENDMENT OF "FRONTIER LONG DISTANCE
OF AMERICA, INC.", CHANGING ITS NAME FROM "FRONTIER LONG
DISTANCE OF AMERICA, INC.® TO “FRONTIER COMMUNICATIONS OF
AMERICA, INC.", FILED IN THIS OFFICE ON TEE SIXTH DAY OF JUNE,
A.D. 2000, AT 9 OCLOCK A.M.

" A FILED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO THE
NEW CASTLE COUNTY RECORDER OF DEEDS.

Edward |. Freel, Secretary of State
0480328

2307210 810D
; AUTHENTICATION: .

001286296 DATE: * 06~-05-00
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— State of Delaware PAGE 1

ha g

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
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T et e st N

Edward J. Freel, Secretary of State
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944205388 DATE:  10-27-94



SECRETARY OF STATE
. 3 DIVISION OF CDRPORATIONS
- .. FILF™ 19:00 AM 106/2071994

‘ CERY1FICATE OF AMENDMENT 5 __ 3684 - 2307310

OF

CERTIFICATE OF INCORPORATION
VISIONS LONG DISTANCE AMERICA INC.

VISIONS LONG DISTANCE AMERICA INC.. a corporation organized and existing under and
by virtue of the General Corporation Law of the State of Delaware, DOES HEREBY CERTIFY:

FIRST: That at a meeting of the Board of Directors resolutions werc duly adopted setting
forth a proposed amendment of the Certificate of Incorporation of said corporation. declaring said
amendment to be advisable and calling for a meeting of the stockholders of said consideration thereaf, The

* resolution setting forth the proposed is as follows: o

RESOLVED, That the Certificate of Incorporation of this corporauon be amended by changing the
Article(s) thereof numbered so that, as amended said Article(s) shall be and read as follows:

. FIRST: The Name of the corporation is: FRONTIER LONG DISTANCE OF
AMERICA, INC. . -

SECOND:  That thereafter. pursuant to resolution of its Board of Directors. a special meeting
of the stock holders of said corporation was duly called and held, upon notice in accordance with Section
222 of the General Corporation law of the State of Delaware at which meeting the necessary number of
shares as required by statute were voted in favor of amendment.

@ THIRD: That said amendment was duly adopted in accordance with the provisions of Section
242 of the General Corporation law of the State of Delaware.

. FOURTH: That the capital of said corporation shall not be reduced under ar by reason of said
amendment.

IN WITNESS WHEREOF, said has caused its corporate seal to be hereunto affixed and this
certificate to be signed by Jeremiah T'. Carr. its President & CEO. and Barbara J, LaVerdi its Assistant
Secretary. this /3v=~ dayof <¢rmuses . 1994,

Jcr(m/iaH Y. @arr. President & CEO

—. /
By: 7:50..‘.1:) SLAG j’ Z«:’z«( ./.646{‘

Barbara J. LaVi€rdf. Assistant Secretary

R1965-079443
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STATE OF DELAWARE
CERTIFICATE OF INCORPORATION
OF
VISIONS LONG DISTANCE AMERICA INC.

I, (We) the undersigned, in order to form a corporation for
the purposes hereinafter stated, under and pursuant to the
provisions of the General Corporation Law of the State of
Delaware, do hereby certify as follows: ‘

FIRST: The name of the corporation is:
"VISIONS LONG DISTANCE AMERICA INC. °

SECOND: The registered office of the corporation in the
State of Delaware is to be located at 32 Loockerman Square, Suite
1-100, in the City of Dover, County of Kenéﬂquhe name of its
registered agent is The Prentice-Hall Corporation System, Inc.

THIRD: The nature of the business, and the objects and
purposes proposed to be transacted, promoted and carried on, are
to do any and all things therein mentioned, as fully and to the
same extent as natural persons might or could do, and in any part
of the world, viz: .

To do any lawful act or thing for which corporations may be
organized under the General Corporation Law of the State of
Delaware. '

Without limiting the scope and generality of the foregoing, the
corporation may engage in the following activities:

Long distance telecommunication service.



FOURTH: The total number of shares which the corporation is
GE’» authorized to issue is 200 shares .01 par value itemized as
follows: .
SERIES NUMBER PAR VALUE/SHARE OR ARE
CLASS (IF ANY) = OF SHARES THEY WITHOUT PAR VALUE

Common 200 ‘ .01 Par Value

FIFTH: The name and address of each incorporator(s) is/are
as follows: Julie Espinoza ’
' 500 Central Avenué
Albany, NY 12206

SIXTH: The directors shall have power to make and to alter
or amend the By-Laws; to fix the amount to be reserved as working-
capital, and to authorize and cause to be executed, mortgages and
liens without limit as to the amount, upon the property and
franchises of this Corporation.

With the consent in writing, and pursuant to a vote of the
holders of a majority of the capital stock issued and
outstanding, the Directors shall have authority to dispose, in
any manner, of the whole property of this Corporation.

The By-Laws shall determine whether and to what extent the
accounts and books of this Corporation,'or ahy of them, shall be
open to the inspection of the stockholders; and no stockholder
shall have any right of inspecting any account, or book, or
document of this:Corporation; except as conferred by Law or the
B?—Laws, or by resolution of the stockholders.

The stoékholders and directors shall have power to hold .
their meetings and keep the books; documents and papers of the
corporation outside the State of Delaware, at such places as may
be from time to time designated by the By-Laws or by resolution
of the stockholders or directors, except as otherwise required by
the laws of Delaware.




-~

It is the intention that Eheiébjects, purposes and powers
specified in the third paragraph hereof shail, except where
otherwise specified in said paragraph, be in nowise limited or
restricted by reference to or inference from the terms of any
other clause or paragraph in this Certificate of Incorporation,
but that the objects, purposes and powers specified in the third
paragraph and in each of the clauses or paragraphs of this
charter shall be regarded as independent objects, purposes and
powers. ' |

IN WITNESS WHEREOF, I (we) have hereunto set my (our)
hand(s) and seal this 17th day of August, 1992.
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I, MICHAEL RATCHFORD, SECRETARY OF STATE -OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY VISIONS LONG DISTANCE AMERICA INC. '1Is
DULY INCORPORATED UNDER THE LAWS OF THE STATE OF D‘EI.".AWARE AND ‘IS
I;N GOOD STANDING AND HAS A LEG‘AL CORPORATE EXISTENCE SO FAR AS
THE RECORDS OF THIS OFFICE SHOW, AS OF THE DATE SHOWN BELOW.
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I\;[ichael Ratchford, Secretary of State
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FRONTIER COMMUNK-ATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 1

TITLE SHEET

INTEREXCHANGE TELECOMMUNICATIONS TARIFF
OF FLORIDA

FRONTIER COMMUNICATIONS OF AMERICA, INC.

All services contained in this tariff are competitive.

This tariff contains the descriptions, regulations, and rates applicable to the
furnishing of service and facilities for interexchange telecommunications services
provided by Frontier Communications of America, Inc., within the State of
Florida. This tariff is on file with the Public Service Commission. Copies may be
inspected during normal business hours at the Company's principal place of
business, at 180 S. Clinton Avenue, Rochester, New York 14646.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNINCATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 2

CHECK SHEET

All sheets of this tariff are effective as of the date shown at the bottom of the respective sheet(s).
Original and revised sheets as named below comprise all changes from the original tariff and are
currently in effect as of the date of the bottom of this page.

SHEET REVISION SHEET REVISION
1 Original 23 Original
2 Original 24 Original
3 Original 25 Original
4 Original 26 Original
5 Original 27 Original
6 Original 28 Original
7 Original 29 Original
8 Original 30 Original
9 Original 31 Original
10 Original 32 Original
11 Original 33 Original
12 Original 34 Original
13 Original 35 Original
14 Original 36 Original
15 Original 37 Original
16 Original 38 Original
17 Original 39 Original
18 Original 40 Original
19 Original

20 Original

21 Original

22 Original

ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNITATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 3
TABLE OF CONTENTS
TitlePage . . . ... ... . 1
Check Sheet . . ... ... .. . . 2
Tableof Contents . ............. .. .. ... . ..., 3
Alphabetical Index . . ....... ... ... ... ... . . i 4
Symbols . . . . .. e e e 6
Tariff Format . .......... ... ... . ... . . . .. 7
SECTION 1 - Technical Terms and Abbreviations . ............ 8
SECTION 2 - Rules and Regulations . .................... 11
SECTION 3 - Description of Service . .................... 24
SECTION 4 -Rates ... ...... ...t iiiinnnen.. 34
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNIN-ATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 4
ALPHABETICAL INDEX
Advance Payments . .. ... ....... ... .. ... . ... ... 14
Busy Line Verification & Interrupt . . . . .................. 33
Calculationof Distance . . ... ......................... 25
Call Timing . . . . .. .. e 26
Cancellation and Restoration of Service . .................. 18
Cancellation by the Customer . . .. ...... ... ... .. ... ..... 18
Costof Collectionand Repair . . .. ...................... 21
Deposits . . . ... e e 14
Description of Service . ........... .. .. .. .. ... ... ... 24
Direct Dial Service . . . .. ... ... .. .. .. . i 30
Directory ASSiStance . . . . . .. .. .. it e 29
Disconnection of Service without Notice . . ... .............. 19
Exemptions & Special Rates . . . .. ............ . ... .. ... 35
Holiday Rates . ... ...... ... .. ... .. ... . ..., 28
Inspection, Testing, and Adjustment . .................... 20
Installation . .. ... ...... ... . @i 17
Interconnection . ... ... ... ...ttt 17
Late Fee ... ... . . . 34
Liabilities of the Company . . . .. ....... . ... ... ... ..... 12
Limitations . .. .. ... ... . e 11
Operator ServiCes ... .. ... ... 32
Pay Telephone Surcharge . ............. ... .. ... ....... 34
Payment for Service . .. .. ... ... .. ... . ... . 17
Rates . . . ... .. 34
Rates - Busy Line Verification and Interrupt . . ... ........... 40
Rates - Directory Assistance .. ..............co ... 36
Rates - Exemptions and Special Rates .. .................. 35
Rates - Direct Dial Service .. ... ...... ... ... ... .. ..... 38
Rates - Operator Services .. .............. ... .... 39
Rates- Toll Free Service . . .. ....... .. ... ... .. . .... 38
Rates - Travel Card Service . . ........ ... ... ... .... 38
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNI-ATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 5
ALPHABETICAL INDEX, cont'd.
Reconnection Charge . .......... .. .. ... ... ... ... ..... 34
Refusal, Suspension or Cancellation by the Company .......... 18
Reservation of Toll Free Numbers . . . .. .................. 21
Restoration of Service . . . . .. ... .. .. ... ... ... 19
Return Check Charges . ........... ... . ... 34
Rulesand Regulations . .. . ........... ... ... ... ... 11
Rules Applicable to Operator Services to Aggregator Locations . . . . 22
Special Conditions Applicable to Operator Services ........... 23
Symbols . . . .. . e 6
Tableof Contents .. ........ ... ... .. .. ... . ... 3
Tariff Format . . ..... ... ... .. . ... i 7
Taxesand Fees . ....... ... ... . . . . .. ... ... 14
Technical Terms and Abbreviations . . . .................... 8
Terminal Equipment . . . ... ....... .. ... ... .. ... ... 16
Telecommunications Relay System .. .................... 35
Time of Day Rate Periods . . .......................... 27
Toll-Free Service . . . ... ... v i e 30
Travel Card Service . . ... .. .. . . . . 31
Undertaking of the Company . . ........................ 11
USe o o e 12
Volume Commitment . ...............couitvueenuennn.. 37
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue

Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNN=ATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 6

SYMBOLS

The following symbols are used for the purposes indicated below:

Indicates new or revised tariff sheet included with this filing.

D - Delete or discontinue.

I - Increase to a rate.

M - Moved from another tariff location.

N - New.

R - Reduction to a rate.

T - Change in text but no change in rate or regulation.
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNRN=ATIONS OF AMERICA, INC. had Florida Tariff No. 1
Original Sheet 7

TARIFF FORMAT

A. Sheet Numbering - Sheet numbers appear in the upper right corner of the page. Sheets
are numbered sequentially. However, new sheets are occasionally added to the tariff. When a
new sheet is added between sheets already in effect, a decimal is added. For example, a new sheet
added between sheets 14 and 15 would be 14.1.

B. Sheet Revision Numbers - Revision numbers appear in the upper right corner of each
page. These numbers are used to determine the most current sheet version on file with the Florida
Public Service Commission. For example, the 4th revised Sheet 14 cancels the 3rd revised Sheet
14. Because of various suspension periods, deferrals, etc. the Florida Public Service Commission
follows in its tariff approval process, the most current sheet number on file with the Commission
is not always the tariff in effect. Consult the Check Sheet for the sheet currently in effect.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each level
of coding is subservient to its next higher level:

2.

2.1

2.1.1

2.1.1.A.

2.1.1.A.1.
2.1.1.A.1.(a)
2.1.1.A.1.(a).L.
2.1.1.A.1.(a).1.G}).
2.1.1.A.1.(a).1.().(1)

D. Check Sheets - When a tariff filing is made with the Florida Public Service Commission,
an updated Check Sheet accompanies the tariff filing. The Check Sheet lists the sheets contained
in the tariff, with a cross reference to the current revision number. When new pages are added,
the Check Sheet is changed to reflect the revision. All revisions made in a given filing are
designated by an asterisk (*). There will be no other symbols used on this page if these are the
only changes made to it (i.e., the format, etc. remain the same, just revised revision levels on
some pages.) The tariff user should refer to the latest Check Sheet to find out if a particular sheet
is the most current on file with the Florida Public Service Commission.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNITATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 8

SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS

Access Line - A local channel for voice, data, or video communications which connects the
Customer location to a location of the Company or its underlying carrier.

Account - The Customer who has agreed, orally or in writing, to honor the terms of service
established by the Company. An Account may have more than one service billed to the same
Customer address. An Account may include multiple locations for the same Customer.

Aggregator - Any person or other legal entity that may be a Customer and, in the ordinary course
of its operations, makes telephones available to the public or to transient users of its premises, for
telephone calls using a provider of operator services.

Business Customer - For the purpose of this tariff, a Business Customer is a Customer of the
Company whose primary use of the Company's service is for business purposes. A Business
Customer is also a Customer who accesses the Company's service using an access line that has
been assigned a business class of service by the local service provider.

Collect Call - A billing arrangement by which the charges for a call may be billed to the called
party, provided the called party agrees to accept the charges.

Commission - The Florida Public Service Commission.
Company - Frontier Communications of America, Inc., unless stated otherwise.

Company's Point of Presence - Location of the serving central office associated with access to
the Company's or its underlying carrier's network.

Consumer - A person who is not a Customer who initiates any telephone calls using operator
services.

ISSUED: July 17, 2000 ' EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNICATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 9

SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS, cont'd.

Customer - Any person, firm, partnership, corporation or other entity which subscribes to or uses
service under the terms and conditions of this tariff. The Customer is responsible for the payment
of charges for service offered by the Company which are subscribed to or used by the Customer.
The Customer is also responsible for payment of charges for a third person's use of service to
which the Customer subscribes.

Customer Dialed Calling Card - A service whereby the Customer dials all of the digits necessary
to route and bill the call to a valid non-Frontier Communications of America, Inc. calling card or
credit card.

Equal Access - The ability of the Company to serve Customers on a presubscribed basis rather
than through the use of dial access codes.

Initial And Additional Period - The Initial Period denotes the interval of time allowed at the rate
specified for a connection between given service points. The Additional Period denotes the
interval of time used for measuring and charging for time in excess of the Initial Period.

ISSUED: July 17,2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNI=ATIONS OF AMERICA, INC. e Florida Tariff No. 1
Original Sheet 10

SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS, cont'd.

LATA - Local access and transport area. A geographic area established by the US District Court
for the District of Columbia in Civil Action No. 82-0192.

LEC - Local Exchange Company

Operator Station Call - A service whereby the Customer places a non-Person to Person call with
the assistance of an operator (live or automated.)

Person to Person Call - A service whereby the person originating the call specifies a particular
person to be reached, or a particular station, room number, department, or office to be reached
through a PBX attendant.

Premises - The physical space designated by the Customer for the termination of the Company's
service.

Residential Customer - For the purpose of this tariff, a Residential Customer is a Customer of
the Company whose primary use of the Company's service is for personal use in a house,
apartment or other residential dwelling unit. A Residential Customer is also a Customer who
accesses the Company's service using an access line that has not been assigned a business class
of service by the local service provider.

Switched Access - A method for reaching the Company through the local service provider's
switched network whereby the Customer uses standard business or residential local lines.

Terminal Equipment - Telecommunications devices, apparatus and associated wiring on the
Premises of the Customer.

Third Party Billing - A billing arrangement by which the charges for a call may be billed to a
telephone number that is different from the calling number and the called number.

Travel Card - A proprietary calling card offered by Frontier Communications of America, Inc.
which is accessed by dialing a Company-provided access number.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNN=ATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 11

SECTION 2 - RULES AND REGULATIONS

2.1  Undertaking of the Company

2.1.1

2.1.2

2.1.3

The Company offers intrastate telecommunications service in conjunction with
interstate service.

The Company installs, operates, and maintains the communications services
provided hereunder in accordance with the terms and conditions set forth under this
tariff. The Company may act as the Customer's agent for ordering access
connection facilities provided by other carriers or entities, when authorized by the
Customer. The Company's services are provided on a monthly basis, unless
ordered on a longer term basis, and are available twenty-four hours per day.

No charges apply to incomplete calls.

2.2  Limitations

2.2.1

2.2.2

223

Service is offered subject to the availability of the necessary facilities and
equipment, or both facilities and equipment, and subject to the provisions of this
tariff.

The Company reserves the right to discontinue or limit service when necessitated
by conditions beyond its control, or when the Customer is using service in violation
of provisions of this tariff, or in violation of the law.

The Company does not undertake to transmit messages, but offers the use of its
facilities when available, and will not be liable for errors in transmission or for
failure to establish connections.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs

180 S. Clinton Avenue

Rochester, New York 14646

(716) 777-1000 FLO0000



FRONTIER COMMUNRNATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 12

SECTION 2 - RULES AND REGULATIONS, cont'd.

2.2  Limitations, cont'd.

2.2.4

2.2.5

23 Use

All facilities provided under this tariff are directly controlled by the Company and
the Customer may not transfer or assign the use of service or facilities without the
express written consent of the Company. Such transfer or assignment shall only
apply where there is no interruption of the use or location of the service or
facilities.

Prior written permission from the Company is required before any assignment or
transfer. All regulations and conditions contained in this tariff shall apply to all
such permitted assignees or transferees, as well as all conditions of service.

Services provided under this tariff may be used for any lawful purpose for which the
service is technically suited.

2.4  Liabilities of the Company

24.1

2.4.2

The Company liability for damages arising out of mistakes, interruptions,
omissions, delays, errors, or defects in transmission which occur in the course of
furnishing service or facilities, in no event shall exceed an amount equivalent to the
proportionate charge to the Customer for the period during which the faults in
transmission occur.

The Company shall not be liable for claim or loss, expense or damage (including
indirect, special or consequential damage) , for any interruption, delay, error,
omission, or defect in any service, facility or transmission provided under this
tariff, if caused by any person or entity other than the Company, by any
malfunction of any service or facility provided by any other carrier, by an act of
God, fire, war, civil disturbance, or act of government, or by any other cause
beyond the Company's direct control.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs

180 S. Clinton Avenue

Rochester, New York 14646

(716) 777-1000 FLO0000



FRONTIER COMMUNITATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 13

SECTION 2 - RULES AND REGULATIONS, cont'd.

2.4  Liabilities of Company, cont'd.

243

244

The Company shall not be liable for, and shall be fully indemnified and held
harmless by Customer against any claim or loss, expense, or damage (including
indirect, special or consequential damage) for defamation, libel, slander, invasion,
infringement of copy-right or patent, unauthorized use of any trademark,
tradename, or service mark, unfair competition, interference with or
misappropriation or violation of any contract, proprietary or creative right, or any
other injury to any person, property or entity arising out of the material, data,
information, or other content revealed to, transmitted, or used by the Company
under this tariff; or for any act or omission of the Customer; or for any personal
injury or death of any person caused directly or indirectly by the installation,
maintenance, location, condition, operation, failure, presence, use or removal of
equipment or wiring provided by the Company, if not directly caused by negligence
of the Company.

The Company shall not be liable for any defacement of or damages to the premises
of a Customer resulting from the furnishing of service which is not the direct result
of the Company's negligence.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs

180 S. Clinton Avenue

Rochester, New York 14646

(716) 777-1000 FLO0000



FRONTIER COMMUNICATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 14

SECTION 2 - RULES AND REGULATIONS, cont'd.
2.5 Deposits

The Company does not require a deposit from the Customer.

2.6 Advance Payments

For Customers whom the Company determines an advance payment is necessary, the
Company reserves the right to collect an amount not to exceed one (1) month's estimated
charges as an advance payment for service. This will be applied against the next month's
charges and a new advance payment may be collected for the next month.

2.7 Taxes and Fees

2.7.1 State and local taxes (i.e., gross receipts tax, sales tax, municipal utilities tax) are
listed as separate line items on the Customer's bill and are not included in the
quoted rates and charges set forth in this tariff.

2.7.2 To the extent that a municipality, other political subdivision or local agency of
government, or Commission imposes upon and collects from the Company a gross
receipts tax, occupation tax, license tax, permit fee, franchise fee, or regulatory
fee, such taxes and fees shall, insofar as practicable and allowed by law, be billed
pro rata to Customers receiving service from the Company within the territorial
limits of such municipality, other political subdivision or local agency of

government.
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNITCATIONS OF AMERICA, INC. ~ Florida Tariff No. 1

Original Sheet 15

SECTION 2 - RULES AND REGULATIONS, cont'd.

2.7 Taxes and Fees, cont'd.

2.7.3

Pay Telephone Surcharge

In order to recover the Company’s expenses to comply with the FCC’s pay
telephone compensation plan effective on October 7, 1997 (FCC 97-371), an
undiscountable per call charge is applicable to all intrastate that originate from any
domestic pay telephone used to access the Company's services for which the pay
telephone operator is not other compensated, including calls that originate by
dialing 1+800 or 888 + NXX + XXXX; 1+950+XXXX; or NPA-NXXX. The Pay
Telephone Surcharge, which is in addition to standard tariffed usage any applicable
service charges and surcharges associated with the Company's service, applies for
the use of the instrument used to access the Company service and is unrelated to
the Company's service accessed from the pay telephone.

Pay telephones include coin-operated and coinless phones owned by local telephone
companies, independent companies and other interexchange carriers. The Pay
Telephone Surcharge applies to the initial completed call and any reoriginated call
(i.e., using the “#” symbol).

Whenever possible, the Pay Telephone Surcharge will appear on the same invoice
containing the usage charges for the surcharged call. In cases where proper pay
telephone coding digits are not transmitted to the Company prior to completion of
a call, the Pay Telephone Surcharge may be billed on a subsequent invoice after the
Company has obtained information from a carrier that the originating station is an
eligible pay telephone.

The Pay Telephone Surcharge does not apply to calls placed from pay telephones
at which the Customer pays for service by inserting coins during the progress of
the call, or to operator assisted calls.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs

180 S. Clinton Avenue

Rochester, New York 14646

(716) 777-1000 FLO0000



FRONTIER COMMUNITATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 16

SECTION 2 - RULES AND REGULATIONS, cont'd.

2.8 Terminal Equipment

The Company's facilities and service may be used with or terminated in
Customer-provided terminal equipment or Customer-provided communications systems,
such as a PBX or key system. Such terminal equipment shall be furnished and maintained
at the expense of the Customer.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000



FRONTIER COMMUNITATIONS OF AMERICA, INC. ~ Florida Tariff No. 1
Original Sheet 17

SECTION 2 - RULES AND REGULATIONS, cont'd.
2.9 Installation
Service is installed upon mutual agreement between the Customer and the Company.
2.10 Payment for Service

The Customer is responsible for payment of all charges for services and equipment
furnished to the Customer or to an Authorized User of the Customer by the Company. All
charges due by the Customer are payable to the Company or to the Company's authorized
billing agent. Terms of payment shall be according to the rules and regulations of the
billing agent and subject to the rules of regulatory agencies, such as the Florida Public
Service Commission. Any objections to billed charges must be reported to the Company
or its billing agent. Adjustments to Customer's bills shall be made to the extent that
circumstances exist which reasonably indicate that such changes are appropriate.

2.11 Interconnection

Service furnished by the Company may be connected with the services or facilities of other
carriers. Such service or facilities, if used, are provided under the terms, rates, and
conditions of the other carrier. The Customer is responsible for all charges billed by other
carriers for use in connection with the Company. Any special interface equipment or
facilities necessary to achieve compatibility between carriers is the responsibility of the

Customer.
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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SECTION 2 - RULES AND REGULATIONS, cont’d.

2.12 Cancellation and Restoration of Service

Service continues to be provided until canceled by the Customer or until canceled by the
Company as set forth below. The Company may render bills subsequent to the termination
of service for charges incurred before termination. The Customer shall pay such bills in
full in accordance with the payment terms of this tariff.

2.12.1 Cancellation by the Customer

The Customer may have service discontinued upon written or verbal notice to the
Company. The Customer shall pay the Company for service furnished until the
cancellation date specified by the Customer or until the date that the written
cancellation notice is received, whichever is later.

2.12.2 Refusal, Suspension or Cancellation by the Company

A. The Company may disconnect service to any Customer after five (5) days
written notice for any reason stated below:

1.

w

For failure of the Customer to pay a bill for service when due;
For failure of the Customer to meet the Company's deposit and
credit requirements;

For failure of the Customer to make proper application for service;
For the Customer's violation of any of the utility's rules on file with
the Commission;

For failure of the Customer to provide the utility reasonable access
to its equipment and property;

For failure of the Customer to furnish such service, equipment
and/or rights-of-way necessary to service said Customer as shall
have been specified by the Company as a condition of obtaining
service; or

ISSUED: July 17, 2000

EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000
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SECTION 2 - RULES AND REGULATIONS, cont'd.

2.12 Cancellation and Restoration of Service, cont'd.

2.12.2 Refusal, Suspension or Cancellation by the Company, cont'd.

A. cont'd.

7. When necessary for the utility to comply with any order or request
or any governmental authority having jurisdiction.

B. Disconnection of Service without Notice

Without notice, the Company may disconnect service to any Customer for
any reason stated below:

1. In the event of tampering with the Company's equipment

2. In the event of a condition determined to be hazardous to the
Customer, to other Customers of the Company, to the Company's
equipment, the public, or to employees of the Company; or;

3. In the event of a Customer's use of equipment in such a manner as
to adversely affect the Company's equipment or the Company's
service to others.

2.12.3 Restoration of Service

If service has been discontinued for a valid cause by the Company as otherwise
provided herein and the Customer wishes it continued, service shall, at the
Company's discretion, be restored when all past due amounts are paid or the event
giving rise to the discontinuance (if other than nonpayment) is corrected.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs

180 S. Clinton Avenue

Rochester, New York 14646

(716) 777-1000 FLO0000
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SECTION 2 - RULES AND REGULATIONS, cont'd.

2.13 Inspection, Testing, and Adjustment

Upon reasonable notice, the facilities provided by the Company shall be made available
to the Company for tests and adjustments as may be deemed necessary by the Company
for maintenance. No interruption allowance will be granted for the time during which such
tests and adjustments are made.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
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SECTION 2 - RULES AND REGULATIONS, cont'd.
2.14 Cost of Collection and Repair
The Customer is responsible for any and all costs incurred in the collection of monies due
the Company including legal and accounting expenses. Customer is responsible for
recovery costs of Company-provided equipment and any expenses required for repair or
replacement of damaged equipment.

2.15 Reservation of Toll Free "800/888" Numbers

The Company will make every effort to reserve Toll Free "800/888" vanity numbers for
Customers, but makes no guarantee or warranty that the requested number(s) will be

available.
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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SECTION 2 - RULES AND REGULATIONS, cont'd.

2.19 Rules Applicable to Operator Services Provided to Aggregator Locations

2.19.1 Subscribers who provide service to the transient public (aggregators) must place a
notice on or near each instrument that provides transient access to the Company's
operator services. The notice will be provided by the Company unless contractual
agreement transfers the requirement to the call aggregator (as is frequently the case
for LEC-provided public or semi-public service.) In all cases the notice will
include the following information, customized for the individual installation:

(A) InterLATA operator service is provided by the Company.
(B)  Per Call Service Charges: [as per product description and rate described
elsewhere in this tariff]
(C)  Calls may be billed to most telephone company calling cards or to major
credit cards such as MasterCard or American Express.
(D)  Please consult the local telephone company directory or local telephone
company operator for intraLATA dialing instructions and rates.
(E)  Toplace an interLATA call dial [access code where applicable] + 0 + area
code + interLATA telephone number.
(F)  The establishment surcharge for Local Calls is: $X.XX/X% (to be billed
by establishment).
(G)  The establishment surcharge for Long Distance Calls is: $X.XX/X % (to be
billed by establishment).
(H)  The Company's interLATA rates may be obtained by dialing [the toll free
number provided by the Company.
When the premises equipment functions differently than stated above, the
tent card or sticker will be modified to reflect the actual dialing pattern.
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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SECTION 2 - RULES AND REGULATIONS, cont'd.
2.20 Special Conditions Applicable to Operator Services

2.20.2 Any applicable surcharges billed at check out time by a hotel/motel Subscriber for
local or long distance calls must also be stated on the tent card. Subscriber
surcharges will not be billed on telephone bills by the Company.

2.20.3 So long as Florida Rules require, Intral. ATA "0+ " calls and all "0-" (zero minus)
calls will be routed to the local exchange carrier. Where the capability exists, the
local exchange carrier will route O- interLATA calls to the presubscribed carrier
of the access line. In all other cases the local carrier will route O- interlLATA calls
as determined by applicable state and federal laws.

2.20.4 Calls handled and billed by the Company will be audibly and distinctly branded
"Frontier Communications of America" at the beginning and end of the operator
treatment portion of the call and prior to the commencement of billing. Callers may
disconnect from the call after the brand and prior to connection without incurring
any call charges.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
(716) 777-1000 FLO0000
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SECTION 3 - DESCRIPTION OF SERVICE

3.1 General

The Company provides intrastate, interexchange switched and dedicated
telecommunications services between locations in Florida.

Customers can expect a call completion rate of not less than 90% during peak use periods
for Feature Group D 1+ dialing. The call completion rate is calculated as the number of
calls completed (including calls completed to a busy line or to a line which remains
unanswered by the called party) divided by the number of calls attempted.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
Rochester, New York 14646
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.

3.2  Calculation of Distance

Usage charges for all mileage sensitive products are based on the airline distance between
the Rate Centers associated with the originating and terminating points of the call.

The distance between the originating and terminating points is calculated by using the "V"
and "H" coordinates of the Rate Centers as defined by BellCore (Bell Communications
Research), in the following manner:

Step 1 - Obtain the "V" and "H" coordinates for the Rate Center of the originating
and the destination points.

Step 2 - Obtain the difference between the "V" coordinates of each of the Rate
Centers. Obtain the difference between the "H" coordinates.

Step 3 - Square the differences obtained in Step 2.

Step 4 - Add the squares of the "V" difference and "H" difference obtained in Step
3.

Step 5 - Divide the sum of the square obtained in Step 4 by ten (10). Round to the
next higher whole number if any fraction results from the division.

Step 6 - Obtain the square root of the whole number obtained in Step 5. Round to
the next higher whole number if any fraction is obtained. This is the
distance between the originating and terminating points of the call.

Formula:

(V,-V,) %+ (H,-H,)?
10
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.

3.3 Call Timing

3.3.1

3.3.2

3.3.3

334

3.3.5

Long distance usage charges are based on the actual usage of the Company's
network. Chargeable time begins when the calling and the called station are
connected. Call timing is determined using industry standard methods of answer
supervision, including hardware and software answer detection.

Chargeable time ends when the calling service point terminates, thereby releasing
the network connection.

Unless otherwise specified in this tariff, usage is measured in one (1) minute
increments for billing purposes. Partial usage will be rounded up to the next highest
whole minute. All calls are rounded to the next highest billing increment. Any
partial cents per call will be rounded up to the next highest cent.

Unless flat rated, usage charges are determined by the time of day rate periods and
minutes of use within each rate period. The rate period is determined by the time
and day of call originating at the Customer's Location.

No charges apply to unanswered calls.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:

Manager - Rates & Tariffs
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(716) 777-1000 FLO000O
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.4 Time-Of-Day Rate Periods

Unless otherwise specified in the product description in this tariff, the following
time-of-day and day-of-week rate periods are applicable to all calls. Evening rates shall
apply to all calls placed on the Company's recognized Holidays except when a lower rate
would normally apply.

DAY RATE PERIOD 8:00 AM to 5:00* PM Monday through
Friday

EVENING RATE PERIOD 5:00 PM to 11:00* PM Sunday through
Friday

NIGHT/WEEKEND RATE PERIOD 11:00 PM to 8:00* AM Sunday through
Friday, all day Saturday and Sunday until
5:00*% PM

* to, but not including

Calls are billed based on the rate in effect for the actual time-of-day rate period(s) during
which the call occurs. Calls that cross rate period boundaries are billed the rate in effect
in that boundary for each portion of the call.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
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Rochester, New York 14646
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.4 Time-Of-Day Rate Periods, cont'd.
Holiday Rates

Calls on the following Company-recognized Holidays are rated at the Evening Rate Period
or Off-Peak Rate Period rate unless a lower rate would normally apply.

New Year's Day** Labor Day Christmas Day**
Independence Day** Thanksgiving Day = Memorial Day*

* - Applies to Federally observed day only.

ok - When this holiday falls on Sunday, the Holiday rate applies on the
following Monday. When this holiday falls on a Saturday, the Holiday rate
applies to calls placed on the preceding Friday.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.5 Directory Assistance

A Directory Assistance charge applies per intrastate directory assistance calls made from
points within the State of Florida. The Customer may make two (2) requests for a
telephone number per call. The Directory Assistance Charge applies regardless of whether
the operator is able to supply the requested number. Discounts are not applicable to
Directory Assistance Charges. Directory Assistance Charges are not included in usage
commitments or computed in any discount calculations.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
180 S. Clinton Avenue
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.6 Direct Dial Service

Direct Dial Service is offered to business and residential customers for both inbound and
outbound, intralLATA and interLATA, calling over standard switched lines. Calls are
billed in six (6) second increments after an initial minimum call duration of six (6) seconds.
The applicable rates are not time of day sensitive and apply 24 hours per day, 7 days a
week.

Volume and term discounts are offered and rates vary based on whether the Customer is
served by on-net or off-net facilities.

3.8 Toll Free (i.e. 800/888) Service

Toll-Free Service is an offering that allows the calling party to charge each call to the
called party without operator assistance. By the use of specially assigned prefixes, such as
800 or 888, the charge for each call is automatically billed to the Customer.

Calls are billed in six (6) second increments after an initial minimum call duration of six
(6) seconds. The applicable rates are not time of day sensitive and apply 24 hours per day,
7 days a week.

Volume and term discounts are offered and rates vary based on whether the Customer is
served by on-net or off-net facilities.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.8 Travel Card Service

Travel Card service is a travel service allowing Customers to originate calls via a
Company-provided toll free number from non-presubscribed access lines. Customers may
terminate calls in all cities within the state of Florida. Calls are billed in one (1) minute
increments after an initial minimum call duration of one minute.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
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Rochester, New York 14646
(716) 777-1000 FLO0000
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.

3.9  Operator Services

The use of the Company's Operator Services allows Customer to select from the special
call handling or billing arrangements specified below. Call, rates, charges, and applicable
service charges will be assessed to the call originator, the called party's telephone number
or a third party's telephone number based upon the call type (i.e., operator dialed, collect,
third party billed, or Customer dialed credit card billed, without the use of an operator's
assistance) initiated by the call originator and the appropriate acknowledgment of other
parties, where applicable. The following type of billing is available:

3.9.1

3.9.2

3.9.3

Customer Dialed Calling/Credit Card

This is a service whereby the end user dials all of the digits necessary to route and
bill the call without any operator assistance. Such calls may be billed either to a
telephone company issued calling card or a commercial credit card.

Operator Station

This is a service whereby the caller places a non-person-to-person call with the
assistance of an operator (live or automated). When placing an operator station
call, the caller is connected to a non-specified individual at the terminating end.
Such calls may be billed to a calling card, credit card, the called number (collect)
or a valid third party telephone number.

Person-to-Person

This is a service whereby the person originating the call specifies to the Company's
operator a particular person to be reached, or a particular person, station, room
number, department, or office to be reached through a PBX attendant.
Person-to-person calls may be billed to a calling card, credit card, the called
number (collect) or a valid third party telephone number.

ISSUED:

ISSUED BY:

July 17, 2000 EFFECTIVE:
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SECTION 3 - DESCRIPTION OF SERVICE, cont'd.
3.10 Busy Line Verification and Interrupt

Busy Line Verification and Interrupt services are offered in areas where the service may
be obtained from the local exchange carrier.

With Busy Line Verification (BLV), the Company operator will contact the LEC operator
to determine if the called number or line is in use. Only one BLV will be made per
telephone call and an associated charge will apply whether or not conversation was
detected on the line. The operator will not complete the call for the Customer initiating the
verification request.

Busy Line Interrupt (BLI) allows the Company operator to contact a LEC operator to
interrupt a telephone conversation in progress, upon the caller's request and after a Busy
Line Verification occurs. Upon the caller's request, the Company operator will contact
the LEC operator, who will interrupt the busy line and inform the called party that there
is a call waiting from the caller. The LEC operator will not complete the call, but will
only inform the called party of the request. If the call is released the Company operator
will offer to complete the call for the Customer initiating the interrupt request. An
applicable service charge and applicable per minute charges will apply to the completed
call. Only one BLI attempt will be made per telephone call and a charge will apply whether.
or not the called party releases the line.

ISSUED: July 17, 2000 EFFECTIVE:

ISSUED BY: Manager - Rates & Tariffs
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SECTION 4 - RATES

4.1 General
Each Customer is charged individually for each call placed through the Company.
Customers are billed based on their use of the Company's long distance service.
4.1.1 Late Fee
A late fee of 1.5% monthly will be charged on any past due balances beginning 30
days from the mailing date of the bill.
4.1.2 Return Check Charges
A fee of $15.00, or five percent of the amount of the check, whichever is greater,
will be charged for each check returned for insufficient funds.
4.1.3 Reconnection Charge
A reconnection fee of $25.00 per occurrence is charged when service is re-
established for Customers who have been disconnected for nonpayment.
4.1.4 Pay Telephone Surcharge
Per Call $0.24
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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SECTION 4 - RATES, cont'd.
4.2 Exemptions and Special Rates
4.2.1 Discounts for Hearing Impaired Customers

A telephone toll message which is communicated using a telecommunications
devise for the deaf (TDD) by properly certified hearing or speech impaired persons
or properly certified business establishments or individuals equipped with TDDs
for communicating with hearing or speech impaired persons will receive, upon
request, credit on charges for certain intrastate toll calls placed between TDDs.
Discounts do not apply to surcharges or per call add-on charges for operator
services when the call is placed by a method that would normally incur the
surcharge.

A. The credit to be given on a subsequent bill for such calls placed between
TDDs will be equal to applying the evening rate during business day hours
and the night/weekend rate during the evening rate period.

B. The credit to be given on a subsequent bill for such calls placed by TDDs
with the assistance of the relay center will be equal to 50% of the rate for
the applicable rate period. If either party is both hearing and visually
impaired, the call shall be discounted at 60% of the applicable rate.

4.2.2 Telecommunications Relay System
TDD users may communicate with non-TDD users through the statewide

Telecommunications Relay System (TRS). Customers who access the TRS system
are eligible for discounts as specified in Section 4.2.1B above.

ISSUED: July 17, 2000 EFFECTIVE:
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SECTION 4 - RATES, cont'd.
4.3 Directory Assistance

A Directory Assistance charge applies per intrastate directory assistance calls made from
points within the State of Florida. The Customer may make two (2) requests for a
telephone number per call. The Directory Assistance Charge applies regardless of whether
the operator is able to supply the requested number. The first 50 Directory Assistance
calls per cycle are provided at no charge from residential lines serving individuals with
disabilities whose disabilities prevent or hinder the use of a telephone directory. The
Customer must notify the Company and submit proof of the disability to qualify for this

exemption.

Per call to directory assistance: $1.40

Per call completion: $0.35
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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SECTION 4 - RATES, cont'd.
4.4  Termination Liability

When the Customer terminates service under this plan prior to the expiration of the
Customer’s selected term commitment, a termination charge will be assessed. The
termination charge is calculated by multiplying 35 percent (35%) of the Customer’s
Minimum Usage Guarantee multiplied times the number of months remaining in the term.
The early termination penalty will apply when the Customer disconnects their entire
Account or when the Customer renegotiates a shorter term. The early termination charge
will not apply when the Customer’s. physical location changes, but the term plan is
continued at the new location. The early termination charge will not apply when the
Customer selects the term plan for higher commitment level and/or longer term.

4.5 Volume Commitment

All intrastate, interstate and international usage charges and applicable surcharges billed
to the Customer contribute towards meeting the monthly volume commitment. In addition,
feature charges, directory assistance charges, operator usage and surcharges, and monthly
recurring charges are contributory to the volume commitment. Taxes, presubscribed line
charges, carrier universal service charges, pay telephone use charges and other similar fees
are not contributory. When the Customer's billing falls below the volume commitment in
any billing period, a shortfall charge will be applied which is equal to the difference
between the volume commitment and the actual contributory billing for that billing period..

ISSUED: July 17, 2000 EFFECTIVE:
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4.6 Direct Dial Service
4.6.1 IntralLATA
Per Minute Usage Rate: $0.20
4.6.2 InterLATA
Per Minute Usage Rate: $0.20
4.7  Toll Free (i.e. 800/888) Service
4.7.1 Per Minute Rate: $0.20
4.8 Travel Card Service
4.8.1 Per Minute Rate $0.25
ISSUED: July 17, 2000 EFFECTIVE:
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SECTION 4 - RATES, cont'd.
4.9  Operator Services
4.9.1 InterLATA

Per Minute Rate: $0.30

4.9.2 IntraLATA
Per Minute Rate: $0.30
4.9.3 Service Charge

A per-call service charge applies in addition to the per minute usage rates when
applicable. The service charge applies in all rate periods.

Per Call
Customer Dialed Calling Card $1.75
Operator Dialed Calling Card $1.75
Operator Station
Collect $1.75
Third Party Billed $1.75
Person to Person $3.25
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs
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4.10 Busy Line Verification and Interrupt
Busy Line Verification, per request $0.35
Busy Line Interrupt, per request $0.45
ISSUED: July 17, 2000 EFFECTIVE:
ISSUED BY: Manager - Rates & Tariffs

180 S. Clinton Avenue
Rochester, New York 14646
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ATTACHMENT II1

FINANCIAL STATEMENTS

L. Please provide documentation that the applicant has sufficient financial capability to provide
the requested service in the geographic area proposed to be served.

2. Please provide documentation that the applicant has sufficient financial capability to
maintain the requested service.

3. Please provide documentation that the applicant has sufficient financial capability to meet
its lease or ownership obligations.

NOTE: This documentation may include, but is not limited to, financial statements, a projected
profit and loss statement, credit references, credit bureau reports, and descriptions of business
relationships with financial institutions.



FRONT}E(R COMMUNICATIONS OF AMEﬁTCA, INC.
Supplemental Financial Information

1. Please provide documentation that the applicant has sufficient financial capability to provide
the requested service in the geographic area proposed to be served.

Applicant possesses the financial capability to provide the requested service. The parent
Company's most recent SEC 10K is attached. A review of the financial statements
demonstrates that the Company possesses the necessary financial capability. Highlights

include:
1999 Revenues: $1.7 billion
Current Assets: $2.9 billion
Current Ratio: 1.6
Total Assets: $19.7 billion

In conclusion, Applicant has the financial capability and financial management skills to
provide Alternative Local Exchange Service in Florida.

2. Please provide documentation that the applicant has sufficient financial capability to
maintain the requested service.
Please see response to question #1.

3. Please provide documentation that the applicant has sufficient financial capability to meet
its lease or ownership obligations.

Please see response to question #1.

NOTE: This documentation may include, but is not limited to, financial statements, a projected
profit and loss statement, credit references, credit bureau reports, and descriptions of business
relationships with financial institutions.



N’ S’
GLOBAL CROSSING LTD
Filing Type: 10-K
Description: Annual Report
Filing Date: Mar 17, 2000
Period End: Dec 31,1999
Primary Exchange: NASDAQ - National Market

. Ticker:

System
GBLX

Data provided by EDGAR Online, Inc. (hitp:/fwww.FreeEDGAR.com)


http:lttp:lfl,llww.FreeEDGAR.com

e’ p
GLOBAL CROSSING LTD - 10-K — Annual Report Date Filed: 3/17/2000

Table of Contents

To jump tc a section, double-click on the section name.

10-K
PART 1 ‘ 2
ITEM 1 3
ITEM 2 ; 25
ITEM 3 ' 25
ITEM 4 . 26
PARTII 26 -
ITEM 5 27
Tablel , : 27
ITEM 6 28
Income Statement 30
Table3 . : 31
ITEM7 32
Tabled : 36
Tables Error! Bookmark not defined.
Table6 Error! Bookmark not defined.
Table7 43
ITEM 8 44
ITEM 9 e85
PART III 46
ITEM 10 46
ITEM 11 50
Table8 52
Table9 ~ 55
Tablel0 56
Tablell 57
ITEM 12 57
Tablel2 58
ITEM 13 60
PARTIV ' 63
ITEM 14 64
Tablel3 65
Tablel4 65
Tablels . - 66
Tablel6 < 67
Balance Sheet ! 71
Income Statement2 73
Tablel9 75
Cash Flow Staterent . 77
* Table21 X Y < 79
Table22 81
Table23 o Error! Bookmark not defined.
Table24 - s BETOT! Bookmark not defined.
“Table25 Errer! Bookmark not defined.
Table26 : Error! Bookmark not defined.
Table27 : 91
Table28 : 91
Table29 : 92
Table30 Error! Bookmark not defined.
Table31 Error! Bookmark not defined.

Data provided by EDGAR Online, Inc. (http:/fwww.FreeEDGAR.com)


http:lttp://ww,v.FreeEDGAR.com

N -4

GLOBAL CROSSING LTD - 10-K — Annual Report Date Filed: 3/17/2000
Table32 95
Table33 97
Table34 : Error! Bookmark not defined.
Table35 Error! Bookmark not defined.
Table36 . 99
Table37 100
Table38 . , 100
Table39 : 101
Tabled0 ‘ 102
Tabled! : 103
Tabled42 Error! Bookmark not defined.
Table43 : 110
Tabled44 110
Tabled45 Error! Bookmark not defined.
Tabled6 115
EX-3.10
Table47 ‘ e 120
EX-10.33 ,
EX-10.33 132
EX-10.36
EX-10.36 ) 147
EX-12.1 A
Table48 153
, EX-21.1
EX-21.1 . 154
EX-23.1
EX-23.1 163
EX-27.1
Exhibit 27 Table 163

Data provided by EDGAR Online, Inc. (hitp./fwww. FreeEDGAR.com)


http:ltt.{l;/lwww.FreeEDGAR.com
http:EX-IO.36
http:EX-IO.33

N N
GLOBAL CROSSING LTD — 10-K — Annual Report Date Filed: 3/17/2000

- - - . o o m n e AL AS TR T W W W e M M e e e

- . - .- - .- . e e A e A et e e e W N AP A6 W A AL T T TS M G e e e e W e e

UNITED STATES .
SECURITIES AND EXCHANGE COMMISSION
WASEINGTON, D.C. 205489

FORM 10-K

FOR ANNUAL AND TRANSITION REPORTS PURSUANT TO SECTIONS 13 OR 15{(d)} OF THE
SECURITIES EXCHANGE ACT OF 1934

{Mark Oqef

[X]1ANNUAL REPORT PURSUANT TO SECTION 13 COR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1834

Por the fiscal year ended December 31, 1599
OR

[_ITRANSITION REPORT PURSUANT TC SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1334

Commigsion Pile Number: 000-24565
GLOBAL CROSSING LTD.

BERMUDA 98-0189783
{State or other jurisdiction of {I.R.S. Employer Identification No.)
incorporation or organization)

WESSEX HOUSE
45 REID STREET
HAMILTON HM12, BERMUDA
{Address Of Principal Executive Offices)

{441) 296-8600
(Registrant's Telephone Number, Including Area Code)

Securities registered pursuant to Section 12(b) of the Act: None.
© Securities registered pursuant to Sectiom 12(g} of the Act:

Title of Each Clasa Names of Each Exchange on Which
Common Stock, par value $.01 per share Registered
Nasdag National Market

Indicate by check mark whether the Registrant (1) has filed all reports
required to bhe filed by Section 13 or 15{(d) of the Securities Exchange Act of
1934 during the preceding 12 months {or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to
such f£iling requirements for the past 90 days. Yes [X] No [_]

Indicate by check mark if disclosure of delinquent filers pursuant tc Item
405 of Regulation 5-X is not contained herein, and will not be contained, to
the best of Registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-X. {_]

.- o

The aggregate market value of the common stock of the Registrant held by
.. non-affiliates of the Registrant on March 3, 2000, based on the closing price
of the common stock reported on the Nasdag National Market on such date of 556
7/18 per share, was $32,719,415,619.

The number of shares of the Registrant's common stock, par value é0.01 per
share, outstanding as of March 3, 2000, was 801,748,228, including 22,033,758
treasury shares.

v e T T o o - o 0 S W AL Y W A A M e e e e A e S e e S A

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page |



A N’

GLOBAL CROSSING LTD ~ 10-K ~ Annual Report ’ Date Filed: 3/17/2000

W o - W A TS S W M0 M e e o oy - 4 e W W S W Sk T W W R R e b e e

GLOBAL CROSSING LTD. AND SUBSIDIARIES

FPor The Year Ended ﬁecember 31, 1999

INDEX
Page
Part I.
Item 1. BusinessB.......eivnnes N et tarer e Ceatea e 1
Item 2. Properties........coiviviiinnann, Chreeanis e Creaeasenas 23
Item 3. Legal Proceedings .............. esessensasanetncensnonnennenns 23
Item 4. Submission of Matters to a Vote of Security Holders.......... . 24
Part IT.
Item 5. Market for the Registrant's Common Stock and Related 25
Shareholdex Matters........ s unreas T, treaans
Item §. Selected Financilal Data....voueeuceeenns senererae s seanea 26
Item 7. Management's Discussion and Analysis of Financial Condition 29
and Results of Operations.......... seceuvsirnanas setetsarcnas
Item 7A. Quantitative and Qualitative Disclosures about Market Risk.... 41
Item 8. Financial Statements and Supplementary Data......ocvescarenancs 42
Item 9. Changes in and Disagreements With Accountants on Accounting 42
and Financial DiBCloBUIE. .. vt uieinearrarrnnsoansacscnssnnans
Part III.
Item 10. Directors and Executive Officers of the Registrant............ 43
Item 11. Executive Compensation.............. Cher e reasareeen Ceraaanaa, 47
Item 12. Security Owmnership of Certain Beneficial Qwners and 55
Management..... Cetaaraserssuasrscasatartesacanaraatetanaana ‘e
Item 13. Certain Relationships and Related Transactioms................ 56
Part IV.
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 60
10-K.eeini e nnnunn PRSI Cerens veraseanaen P searrasestuncmense s
Congolidated Financial Stabements.....cu.vuieiinrnrerscrccnnassesnnssnnsas F-1
Signatures...... cire e N eemeraeneess e Ceereserranan s ca s 5-1

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 2




h - S’
GLOBAL CROSSING LTD ~ 10-K - Annual Report " Date Filed: 3/17/2000

PART I

In this Annual Report on Form 10-K, "GCL" refers to Global Crossing Ltd. and
the *Company,” *Global Cressing,® "we," "gur" and "us" refer to GCL and its
consolidated subsidiaries (unless the context otherwise requires).

Throughout this Annuval Report on Form 10-K, references to "dollars” and "$"
are to United States dollars.

ITEM 1. BUSINESS
Introduction

We are building and offering services over the world's first integrated
global fiber aoptic network, consisting of 101,000 announced route miles and
gerving five continents, 27 countries and more than 200 major cities. Upon
completion of our cuxrently announced systems, our network and its
telecommunications and Internet product offerings will be available in markets
constituting over 80% of the world's international communications traffic.

We are included in both the S&P 500 index and the Nasdag 100 index. Our
operations are headquartered in Hamilton, Bermuda, with executive offices in
Los Angeles, Callfornia; Morristown, New Jersey; and Rochester, New York.

We are incorporated in Bermuda, and the address of our principal executive
offices is Wessex House, 45 Reid Street, Hamilton EM12, Bermuda. Our telephone
number is 441-296-8600. You may visit us at our website located at )
www.globalcrossing. com.

Buginess Strategy

Global Crossing's strategy is to be the premier provider of global Internet
Protocol {"IP"] and data services for both wholesale and retall customers. We
are building a state-of~the-art fiber optic network that we believe to be of
unprecedented global scope and scale to serve as the backbone for this
strategy. We believe that our network will enable us to be the low cost
service provider in most of our addressable markets.

Glocbal Crossing offers a variety of voice, data and Internet services
throughout most of North America and Europe. During 2000, we intend to
aggressively roll out similar services in Asia, Mexico, Central America and
South America.

In Asia, these services will be coffered through our Asia Global Crossing
joint venture with Softbank Corp. and Microscft Corporaticn. Asla Global .
Crossing aims to become the first truly pan-Asian carrier to offer worldwide
bandwidth and data communicaticns. As such, we believe that Asia Global
Crossing will be uniquely positioned to take advantage of the anticipated
explosive growth and increasingly favorable regulatory environment in the
Agian telecommunications markets.

In each of our businesses, we intend to expand significantly our current
product offerings, with an increasing focus on value-added services. In
particular, our GlobalCenter subsidiary will expand its product set to become
a single-source e-commerce service solution that will provide web-centric
businesses with the high availability, flexibility and scalability necessary
to compete in the rapidly expanding digital economy.

Business Combinations

The Asia Gleobal Crossing joint venture was established on November 24, 15993.
We contributed to the joint venture our development rights- in East Asia
Crossing, an approximately 11,000 mile undersea network that will link several
countries in eastern Asia, and our 58% interest in Pacific Crossing, an
undersea system connecting ) -
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the United States and Japan. Softbank Corp. and Microsoft Coxporation each
contributed $175 wmillion in cash to Asia Global Crossing. In addition,
Softbank and Microsoft committed to make a total of at least $200 million in
capacity purchases on our network over a three-year period, expected to be
utilized primarily on PC-1 and EAC. Softbank and Microscft have alsc agreed to
use Asia Global Crossing's network in the region, subject to specified
conditions.

Alsoc on November 24, 1999, we completed our acquisition of Racal Telecom, a
group of wholly owned subsidiaries of Racal Electronics plc, for approximately
$1.6 billion in cash. Racal Telecom owns one of the most extensive fiber
telecommunications networks in the United Kingdom, consisting of approximately
4,650 route miles of fiber and reaching more than 2,000 cities and towns.

On September 28, 1999, we completed the acquisition of Frontier Corporation
in a merger transaction valued at over $10 billion, with Fromtier shareholders
receiving 2.05 shares of our common stock for each share of Frontier common
stock held. Frontier is one of the largest long distance telecommunications
companies in the United States and one of the leading prcv1ders of facilities-
based integrated communicaticns and Intermet services.

On July 2, 1999, we completed our acquisition of the Global Marine Systems
division of Cable & Wireless Plc for approximately $908 million in cash and
assumed liabilities. Global Marine Systems owns the largest fleet of cable
laying and maintenance vessels in the world and currently services more than a
third of the world's undersea cable miles.

Recent Developmenta

On March 2, 2000, we announced that Leo Hindery had succeeded Robert
Annunziata as Global Crossing's Chief Executive Officer. Mr. Hindery will alsoc
continue to serve as Chief Executive Officer of GlobalCenter Inc., our -
subsidiary that provides complex web hosting and Internet infrastructure
services., Mr. Annunziata will continue as a director of Global Crossing. In
addition, on March 2, 2000, we also amnounced our intentioms to create a
tracking stock for GlobalCenter, which will continue to complement our
worldwide operations.

On February 29, 2000, we announced that we had concluded an agreement to
provide substantial additional capacity to Deutsche Telekom AG. Total capacity
sold to Deutsache Telekom is now 35 gigabits per second ("Gbps") on AC-1, the
fiber-optic system that provides a link between North America and Germany.

On February 22, 2000, we announced a definitive agreement to acquire IXnet,
Inc., a leading provider of specialized IP-based network services to the
global financial services community, and its parent company, IPC
Communications, Inc., in exchange for shares of common stock of Global
Crossing valued at approximately $3.8 billion. Under the terms of the
definitive merger agreement, 1.184 Global Crossing shares will be exchanged
for each IXnet share not owned by IPC and 5.417 Global Crossing shares will be
exchanged for each share of IPC. The acguisition is expected to be completed
in the second quarter of 2000 and is subject to regulatory approval and
customary closing conditiona.

On January 26, 2000, our Asia Global Crossing joint venture announced an
agreement to create GlobalCenter Japan, a joint venture with Japan's Internet
Regsearch Institute, Inc. ("IRI"). GlobalCenter Japan will design, develop and
construct a wedia distribution center in Japan providing connectivity
worldwide through the Global Crossing Network. The joint venture will also
develop and provide complex web hosting services, e-commerce support and
applications hosting sclutions. Asia Global Crossing will own 89 percent of
GlobalCenter Japan, with IRI owning the remaining 11 parZent.

On January 12, 2000, we established a joint venturse, called Hutchison Glcobal
Crossing, with Hutchison Whampoa Limited to pursue fixed-Iine
telecommunications and Internet opportunities in Hong Kong. For its 50% share,
Hutchison Whampoa contributed to the joint venture its building-ta-building
fixed-line telecommunications network in Hong Kong and a number of Internet-
related assets. In addition, Hutchison Whampoa has agreed that any fixed-line
telecommunications activities it pursues in China will be carried out by

2
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the joint venture. For cur 50% share, we provided to Hutchison Whampoa $400
million in Glcbal Crossing convertible preferred stock (convertible into
shares of Global Crossing common stock at a rate of $45 per share) and
committed to contribute to the joint venture internatiocnal telecammunlcations
capacity rights on our network and certain media distribution center
capabilities which together are valued at $35¢ million, as well as 350 million
in cash. We intend to integrate cur interest in Hutchison Global Crossing into
2Asia Global Crossing.

Sexvices
General

We provide services in three principal segments. Our telecommunications
gervices segment offers a varlety of integrated telecommunications products
and services to customers through our global fiber optic network. Oux
installation and maintenance services segment, consisting of our Glcbal Marine
Systems subsidiary, installs and maintains undersea fiber optic cable systems
to carrier customers worldwide. Finally, our incumbent local exchange carrier
{*"ILEC") sexvices segment provides local communications services through local
exchange service providers in 13 atates, serving over one million access
lines.

Telecommunications Services

Global Crossing provides a variety of integrated telecommunications and
Internet-based products designed to meet the customer's total communications
needs. Global Crossing provides domestic and international voice services,
data products, Internet-based services, structured bandwidth services and
other communications products to primarily small to mid-size business
customers, web-centric businesses and other telecommunication carriers.
Beginning in 2000, we will begin marketing products more intensely to large
multinational customers who have bandwidth-intensive applications and
international requirements. Such customers demand global end-to-end solutions.
We are well positioned to address this market due to the intermational scope
and broadband capacity of our network along with the flexibility of product
pricing to maintain competitiveness.

Global Crossing offers the following products and services to its customers:
Voice: Switched and dedicated ocutbound voice services for local, '
domestic, and international traffic.

Data Transport: Point-to-point data services in a number of products
{including private line, ATM, frame relay, X.25 and Internet access) and
varying bandwidth sizes (from fractional T-1 to 0C-192}.

. Virtual Private Network {("VPN"}: Customizable network solutions where
our customers create a private network by using the Global Crossing
Network without purchasing dedicated facilities. In addition, customers
have flexibility to change capacity requirements between points over
time and reconfigure their VPNs to meet changing requirements.

+ International Private Line ("IPL"): Expanded services providing retail
customers greater flexibility at reduced cost. We currently provide
access to New York, London, Amsterdam, Frankfurt, Paris and Tckye, with
access expected to be availahle to 18 additional cities within the next
six months.

Web Hosting Services: A combination of digital distribution sexvices,
server co-location, equipment sales, consulting services and
professional expertise aimed at supporting customers' mission critical
Internet operations. This product is easily scalable to meet customer
needs and is marketed primarily by our GlobalCenter subsidiary.

. Advanced Voice and Data Services: These serxvices “ombine traditicnal

_voice or data producta with additional features. Products include

calling card, B00/B88 toll free services, voice mail, audio

conferencing, video conferencing and broadcast fax. ~

. Advanced Internet Services: Products include basic dial-up and.dedicated
Internet access along with web-based applications such as e-mail
hosting, unified messaging, off-site data storage and backup.
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. Structured Bandwidth Services: Historically, we have sold capacity on
our systems on an Indefeasible Right of Use ("IRU"} basis, whereby the
customer purchased a unit of point to point capacity for the expected
economic life of the system, typically in increments of 155 megabits per
second ("Mbps"), a unit known as an STM-1. However, with the
consummation of ouxr acquisition of Frontier in September 1339, we have
begun to derive a significant source of revenue from service offerings
involving leases of capacity on our systems in smaller increments and
for periods significantly shorter than the expected useful life of the
system. From time to time, we also engage in sales of "dark" fiber
{i.e., fiber that has not been equipped with the electronic components
necessary for telecommunicationa transmission). :

Payment for long-term leases of capacity or dark fiber is typically made
in advance of activation, although in some cases a customer's payments
are made in installments over two to four years. For short-term -~
bandwidth services, customers are typically billed on a monthly basis.

Due to the breadth of the Global Crossing Network, we are uniquely
positiocned to offer worldwide capacity to our customers. Many customers
acknowledge that their need for large bandwidth is increasing, but they
are often uncertain with regard to the precise routes where their
particular growth will take place. In order to stimulate custcomer
loyalty and leverage this uncertainty, we have developed the Glcbal
Crogsing Network Offer, which allows customers who can make a multi-yeaxr
commitment the flexibility to activate capacity where needed, in a
"Jjust-in~time" mamner, in return for volume discounted pricing. As our
network continues to expand, we are exploring other marketing programs
that will provide further benefits toc ocur customers and position Glcbal
Crossing as the broadband infrastructure provider of choice.

Moreover, because our centralized Global Crossing Network Center
{*GCNC"), located in The Docklands, London, England, enables us to
monitor and direct transmission on our cable systems worldwide, we
believe that we have a strateglc advantage in being able to more quickly
activate capacity for a customer on any of our systems.

Switched Services: We provide criginating and switched terminating
services to long distance carriers over cur switched services network.
Such services are generally offered on a month-to-month basis, and the
service is billed on a minutes-of-use basis. '

. Internet Protocol Services: We offer IP Services to carriers, Internet
Service Providers ("ISPs") and other business customers over our global
IP network. Such services are offered on a month-to-month basis and
generally billed on a megabit per second (Mbps) basis.

Installation and Maintenance Services

We offer both installation and maintenance services for undersea cable
systems through our Global Marine Systems subsidiary. Global Marine Systems
has the largest fleet of cable ships in the world, comprised of both
maintenance vessels and installation vessels. These vessels operate throughout
the world. Since the acquisition, Glcbal Marine Systems added three ships,.
with five additicnal ships to enter service early in 2000. Glcbal Marine
Systems also announced an agreement with Maersk to charter ships as needed.

Global Marine.Systems' business consists of two components: installation and
maintenance.

- - -

Maintenance: Global Marine Systems is the world's market leader for

submarine cable maintenance with 31% of the world market by value in
1999, ' -
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Global Marine Systems' maintenance business is centered around cable
system security. Despite optimum route planning and installation, cables
are sometimes damaged on the seabed. The maintenance cable ship must be
able to retrieve a partially buried cable down to two thousand meters as
well as retrieve and repair a cable from the furthest ocean depths. With
cable in water depths of up to nine thousand meters, the cable ship is a
specialized vessel designed to operate continuously in the extreme
weather conditions found in the major cable routes around the world.

Installation: Global Marine Systems' installation business has a market
share in excess of 25%, making it a leading competitor in the undersea
telecommunications installation industry.
Revenue from installation is linked to the number of submarine
telecommunication cable systems annually installed worldwide. Such
systems traverse many types of seabed, including active continental
shelves, flat deep-water abyssal plains and mountainous oceanic ridges.
The objective when installing cable is to deploy it in such a way as to
minimize the risk of damage to the cable either from external threats or
from natural wear effects caused by ocean currents and tides. The cable
can either be buried into the seabed if protection is required from
threats such as fishing and anchoring or it can simply be laid across
the surface of the seabed.

ILEC Services \

Global Crossing's ILEC services segment comprises one of the largest local
exchange service providers in the United States. This segment consists of 34
regulated telephone operating subsidiaries in 13 states, serving in excess of
one million access lines. Such services are marketed under the name Frontier
Telephone, a Frontier Communications Company. The local exchange carriers
provide local, toll, access and resale services, sell, install and maintain
customer premises equipment and provide directory services. Our ILEC services
segment excludes local services provided by our subsidiaries authorized as
competitive local exchange carriers ("CLECs"), which services are included in
our telecommunications services segment. Generally speaking, ILECs tend to be
the original provider of local exchange service in a given area and,
accordingly, receive a greater degree of regulation than do CLECs and other
carriers without market power.

We have installed advanced digital switching platforms throughout all of our
switching network, making it one of the first in the industry to be served by
an entirely digital network for our local exchange companies. We have achieved
substantial cost reductions through the elimination of duplicative services
and procedures and the consclidation of administrative functions. We believe
that additional cost reductions may be obtainable from advanced switching
platforms and outside plant delivery systems. We intend to pursue additiomal
gains in productivity by investing in these technologies where feasible and by
reengineering customer service processes.

Of the approximately 1,072,000 access lines in service on December 31, 1999,
737,000 were residential lines and 335,000 were business lines. Long distance
network service to and from points outside of the telephone companies'
operating territories is provided by interconnection with the facilities of
interexchange carriers.

We are pursuing several alternatives to provide expanded bhroadband
capabilities to our customers. To date, we have installed over 31,000 fiber
miles of fiber based network facilities, totaling more than 930 route miles,
in the Rochester, New York area to provide our customers with enhanced
capacity and to enable us to offer new products. We provide expanded broadband
sexvices to select customers, including video-distance learning arrangements
for educational. institutions and access to SONET based fiber rings for major
businegs customers. In addition to these offerings, we plan to aggressively
begin marketing Digital Subscriber Line ("DSL") services-in 2000.

In connection with our integration strategy, we have developed a program
knoéwn as "Frontier Long Distance," whereby our local exchdlige companies resell
our integrated services. We believe that many customers prefer the convenience
of obtaining their long distance service through their local telephgne company
and receiving a single bill. Frontier Long Distance is currently offered in
the product lines of most of Global Crossing's local telephone exchange
companies.
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The Global Crossing Network

The fiber optic cable systems that we have completed or that are under
development will form a state-of-the-art interconnected worldwide high
capacity fiber optic network. The following systems are currently in service:

Atlantic Crossing-l, referred to as "AC-1", an undersea system
connecting the United States and Europe;

North American Crossing, referred to as "NAC", formerly part of.
Frontier, a terrestrial system connecting major cities in the United
States;

. Pan European Crossing, referred to as "PEC", a primarily terrestrial
system conuecting major Eurcopean cities to AC-1;

. Racal Telecom Network, a terrestrial network in the United Xingdom to be
operated in conjunetion with PEC;

Pacific Crossing, referred tc as "PC-1", an undersea system connecting
the United States and Japan;

. Global Access Ltd., referred to as "GAL", a terrestrial system
connecting a number of major cities in Japan to PC-1;

. Hutchison Global Crossing, referred to as "HGC", a terrestrial network
in Hong Kong, connecting to EAC; and

. Mid-Atlantic Crossing, referred to as *MAC®, an undersea system
connecting the eastern United States and the Caribbean.

The following systems are in varying stages of development:

. Atlantic Crossing-2 ("AC-2%, and together with AC-1, referred to as
"AC"), an undersea system that will connect the United States and
Burope;

East Asia Crossing, referred to as "EACY", an undersea system that will
connact several countries in Asia to PC-1;

. Pan American Crossing, referred to as YPBAC", a primarily undersea system
that will connect the western United States, Mexico, Panama, Venezuela
and the Caribbean; and

.  South American Crossing, referred to as *SAC", an undersea and
terrestrial system that will connect the major cities of South America
to MAC, PAC and the rest of our network.

Although many of these fiber optic cable systems are wholly-owned, some are
being developed through joint ventures with one or more partners. EAC and our
58% economic interest in PC-1 are being developed through our Asia Global
Crossing joint venture, for which we are responsible for management and
cperation. In addition, we expect to construct parts of the terrestrial
portion of SAC through joint venture arxrangements, and terrestrial
connectivity to PAC in Mexico will similarly be developed through a joint
venture. We will be responsible for management and operation of these
entities. Finally, we own a 50% interest in Butchison Global Crossing and a
49% interest in Global Access Ltd., which is constructing GAL. Management and
operation of these two entities will be performed by or with our joint venture
partners.

All of our undersea systems are equipped with atate-of-the-art dense wave
division multiplexing ("DWDM") technology, a method of increasing the amount
of a cable's transmission capacity through installation of electronic
equipment at cable landing stations and without requirlng the undersea cable
to be physically handled. - - A

The twin operations and management centers for the Global Croassing Network
are the Customer Care Center, located in Bermuda, and the GCNC, located in The
Docklands, London, England. These two facilities provide complete customer
support--from provisioning and assistance to billing. From the GONC, Global

- s

6
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Crossing technicians and network managers monitor and control all undersea
cable systems, shore station equipment and terrestrial facilities worldwide.
The GCNC began operations in the fourth quarter of 1999.

Network Systems
Atlantic Crossing

AC-1, ocur first undersea fiber optic cable in the Atlantic region, is an
approximately 39,000 mile, four fiber pair self-healing ring that connects the
United States and Europe with landing stations in the United States, the
United Kingdom, the Netherlands and Germany. The full ring currently offers 80
Gbps of service capacity and is being upgraded to offer 14¢ Gbps. AC-1 started
service on its United States to United Kingdom segment durlng May 1998, and
the full system was completed during February 1999.

On February 17, 2000, we announced that we had entered into an agreement
with Level 3 Communications, Inc. to co-build an additional high-~capacity,
fiber optic transatlantic cable. Our two fiber pairs in the cable, to be
called AC-2, will provide us with an additional 560 Gbps of capacity along
this route. AC-2 will be integrated with the two cables of AC-1, providing AC-
2 with self-healing capabilities. The new cable is expected to be in service
in September 2000. In addition, Level 3 Communications, Inc. agreed to acquire
capacity on AC-1 to provide Level 3 Communications, Inc. with self-healing
ring circuitry.

North American Crossing

We acquired NAC, formerly the Frontier Optronics Network, as a result of our
September 1999 merger with Frontier Corporation. The core fiber network,
offering more than 13,000 rcute miles of optical fiber capacity, was completed
in August 1999. The full network, consisting of approximately 20,000 route
miles, is expected to be completed by the end of March 2000.

Pan Eurcpean Crossing

Upon completion, PEC will consist of eight self-healing rings offering
connectivity between AC and 41 major Eurcpean metropolitan centers. Phase I of
this system, connecting 13 cities, was completed in Decembexr 1993. The
complete system, expected to consist of approximately 13,400 miles with 24 to
72 fiber pairs as well as spare conduits, is anticipated to be completed by
early 2001.

We intend to operate the Racal Telecom Network in conjunction with PEC.
Acquired in November 1999, the Racal Telecom Network is one of the most
extensive fiber telecommunications networks in the United Kingdom, consisting
of approximately 4,500 route miles of fiber and reaching more than 2,000
cities and towns.

Paclfic Crossing

PC-1, our first undersea fiber optic cable in the Pacific region, is being
developed as an approximately 13,100 mile, four fiber pair self-healing ring
cammecting California and Washington in the western United States with two
landing sites in Japan. The PC-1 self-healing ring is designed toc operate
initially at 80 Gbps of service capacity, upgradable to a minimum of 160 Gbps.
The first segment of PC-1 commenced service in December 1999 and the full
system is anticipated to be completed in July 2000.

Global Access Ltd.

GAL is an approximately 1,000 mile fiber optic texrestrial system in Japan
that, among other things, will connect the PC-1 cable stations with Tokyo,
Osaka and Nagoya, Japan. The first phase of GAL's development was completed in
December 1999, with the full system anticipated to be completed by the third
quarter of 2000. - - N

Butchison Global Crossing

Hutchison Global Crossing owns and operates a building-to-building fixed-
line telecommunications network in Hong Kong and a number of Internet-related
assets. The fiber optic network as of December 19399 extended over-4900 miles
and is expected to be expanded during 2000. In addition, any fixed-line
telecommunications activities that Hutchison Whampoa pursues in China will be
carried out by the joint venture.
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Mid-Atlantic Crossing

MAC is an approximately 4,700 mile two fiber pair self-healing ring
connecting New York, the Caribbean and Florida. MAC connects to AC via its
cable station in Brookhaven, New York, to NAC via its cable stations in
Brookhaven and in Hollywood, Florida and to SAC and PAC via its cable station
in St. Croix, United States Virgin Islands. This system is being designed to
operate initially at 20 Gbps of service capacity, upgradable to a minimum of
40 Gbps. MAC commenced service in January 2000, with the full system
anticipated to be completed during 2000.

East Asia Créssing

EAC will be an approximately 11,000 mile terrestrial and undersea cable
system, Phase I of which will link Japan, Taiwan, South Korea and Hong Kong,
and Phase II of which is expected to further link Singapore, Malaysia and the
Philippines. EAC is being designated to coperate initially at 80 Gbps of
service capacity, upgradable to a minimum of 1,200 Gbps. The first segment of
EAC's development, linking Japan and Hong Kong, is expected to be completed by
December 2000, with the full Phase I system anticipated to be completed by
June 2001.

Pan American Crossing

PAC will be an approximately 6,000 mile two fiber pair cable system
connecting California, Mexico, Panama, Venezuela and the Caribbean. PAC will
interconnect with PC- 1 and NAC through our landing station in Grover Beach,
California, with MAC through our landing station in St. Croix, United States
Virgin Islands and with SAC through our landing station in Fort Amador,
Panama., PAC is being designed to operate initially at 20 Gbps of service
capacity, upgradable to a minimum of 40 Gbps. PAC is anticipated to commence
service during 2000.

In connection with PAC, we own a 49% interest in Global Crossing Landing
Mexicana, S. de R.L. de C.V., a joint venture company jointly owned with an
affiliate of Bestel, S.A. de C.V., that will provide approximately 2,200 miles
of terrestrial connectivity in Mexico and connect to the PAC system.

South American Crossing

SAC will be an approximately 9,200 mile undersea and 1,500 mile terrestrial
fiber optic network directly linking the major cities of South America through
MAC and PAC to the United States, Mexico, Central America, the Caribbean, Asia
and Europe. We plan to build SAC in three phases. The first two phases,
providing Argentina and Brazil with connectivity to the Global Crossing
Network, are scheduled to commence service in the fourth quarter of 2000. The
final phase, completing the loop around the continent, is scheduled for

.completion in the first quarter of 2001. Initially, SAC is expected to have a
capacity of 40 Gbps and to be upgradable to a minimum of 80 Gbps.

The undersea portion of SAC will comstitute a state-of-the-art four-fiber
pair, self-healing ring, expected to connect to landing sites at St. Croix;
Fortaleza, Rio de Janeiro and Santos, Brazil; lLas Toninas, Argentina;
Valparaiso, Chile; Lurin, Peru; Buenaventura, Colombia; and Fort Amador,
Panama. Terrestrial segments are expected to connect to most major South
American cities, including Rioc de Janeirec, Sao Paulo, Buenos Aires, Santiago,
Lima, Cali and Bogota. The SAC ring is expected to be completed on its
southern-most end by a terrestrial link across the Andes between Las Toninas
and Valparaiso. The PAC system from Panama to St. Croix is expected to
complete the ring.

Additional Business Opportunities’

In addition to the core components of the Global Crossing Network, we also
intend from time to time to make strategic investments and other contractual
arrangements to better enable us to expand our offerings of products and
sexrvices. Some of these opportunities include: -

8
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NextWave. We have agreed to make an equity investment in NextWave Telecom
Inc. as part of NextWave's plan of bankruptcy reorganization, subject to
certain conditions relating to NextWave's retaining commnications licenses
from the Federal Communications Commission. In addition, we have entered into
a strategic services agreement with NextWave making us the preferred provider
of backhaul, long distance backbone, web-hosting and other communications
services to NextWave. NextWave plans to deploy a wireless telecommunications
network specifically designed to provide next generation wireless services,
including Internet access.

Telergy. We have entered into an agreement with Telergy, Inc., under which
we have acquired 96 strands of fiber throughout the New York area on Telergy's
100~-mile New York City network. In addition, the agreement provides us with an
ownership position in Telergy and representation on its board of directors.
Global Crossing and Telergy have also agreed to explore co-build opportunities
in the northeastern United States and to seek to utilize the Telergy network
as needed for redundancy and termination of Global Crossing traffic in certain
areas.

Africa ONE. We have been selected to provide marine operations and to act as
project manager of Africa ONE, an estimated $1.6 billion cable system
consisting of a self-healing ring around the continent of Africa. We do not
intend to make an equity investment in this system.

Principal Customers

Although we have greatly expanded the number of products and services that
we offer to our customers, our principal customers to date have been licensed
teletommunications providers, including post, telephone and telegraph
companies, Internet service providers and established and emerging
telecommunications companies, that have purchased significant amounts of
capacity on our systems worldwide. Significant customers in our
telecommunications services segment include Deutsche Telekom, MCI Worldcom,
Level 3. Communications, KPN Qwest, Teleglobe, Telia, British Telecom, Viatel
and AT&T. In addition, the largest of our web hosting customers include
Yahoo!, The Motley Fool, Ziff-Davis, MP3.com and eToys.

Principal Suppliers

‘Our principal suppliers are the companies that are constructing the various
cable systems that comprise the Global Crossing Network. Tyco Submarine
Systems Ltd. ("TSSL") completed construction of AC-1; is responsible for the
design and installation of PAC; together with Alcatel, is responsible for
design and installation of MAC; and, together with Kokusai Denshin Denwa-
Submarine Cable Systems ("KDD-SCS") {as a subcontractor), ls responsible for
design and installation of PC-1. Alcatel is responsible for the design and
construction of SAC, while KDD-SCS is responsible for the design and
construction of the first phase of EAC. We utilize multiple suppliers for
terrestrial systems.

Competition
‘Telecommunications Services

The telecommunications industry is highly competitive. Many of our existing
and potential competitors, particularly in our telecommunications services
markets, compete with significantly greater Ffinancial, personnel, marketing
and other resources, and have other competitive advantages.

The telecommunications industry is in a period of rapid technological
evolution, marked by increasing fiber and satellite transmission capacity, new
technologies and the intreduction of new products and services. For instance,
recent technological advances enable substantial increases in transmission
cdpacity of both new and existing fiber, which could affect capacity supply
and demand. Also, the introduction of new products or emergence of new
technologies may reduce the cost or increase the supply of, certain services
similar to those we provide.

- g . —

Copyright 2000 EDGAR Online. Inc, (ver 1.01/2.003) Page 11



o’ o’
GLOBAL CROSSING LTD —{0-K —Annual Report Date Filed: 3/17/2000

High initial network cost and low maxginal costs of carxying long distance
traffic have led to a trend ameng non-facilities-based carriers to consolidate
in order to achieve economies of scale. Such consclidation could result in
larger, better-capitalized competitors. However, we believe that owning our
own natwork will offer an advantage over carriers that lease network capacity.

Increased consclidation and strategic alliances in the industry resulting
from the Telecommunications Act of 1996 (the "Telecom Act") have allowed
significant new competitors to enter the industry, including local exchange
carriers, previously prohibited from the inter-state market.

In recent years, competition has increased dramatically in all areas of our
communications services market. Our primary competitors include Qwest, AT&T,
Sprint and MCI WorldCom and foreign PTTs, all of whom have extensive
experience in the long distance market. The impact of cdntinuing consolidation
in the industry 1s uncertain. In addition, pursuant to the Telecom Act, local
exchange carriers, including Bell Atlantic, have begun to enter the long
distance market in their home service areas.

As we expand our business into Intermet protocol services, we are also
competing with a wide range of cdémpanies that provide web hosting, Internet
access and other Internmet protocol products and services. Significant
competitors include IBM, GTE, UUNet (a subsidiary of MCI WorldCom), Digex and
Exodus. In addition, many smaller companies have entered the market for web-
baged services.

The routes addressed by our systems are currently served by several cable
systems as well as satellites. Primary future sources of tramsatlantic
competition for us may result from, among others, (1) TAT-14, a transatlantic
cable gystem which is being developed by its consortium members, including
British Telecom, AT&T, France Telecom and Deutsche Telekom, {2) Flag Atlantic-
1, a transatlantic system which is being developed by Flag Telecom and Global
Telesystems Group Inc., (3} a transatlantic cable system being developed by
Level 3 (the other half of the cable we are co-building as AC-2); and (4)
Hibernia, a transatlantic cable system being developed by Worldwide Fiber Inc.

Similarly, we expect to face competition in the transpacific market £rom,
among others, (1) the China-U.S. Cable Network, a transpacific system being
developed as a "private cable system® by fourteen large carriers, including
SBC Commumnications Inc., MCI WorldCom Inc., AT&T and Sprint, most of which
have traditionally sponsored consortium cables and (2) the Japan-U.S. Cable
Network, a transpacific system being developed by a consortium of major
telecommunications carriers, including MCI WorldCom Inc., ATET, Kokusai
Denshin Denwa Co. Ltd., Nippon Telegraph and Telephone Corp., Cable & Wireless
and GTE.

In addition, we will face competition on PEC, our trans-European netwoxrk.
There are several carriers, including Viatel, KPN-Qwest, MCI WorldCom, Inc., a
joint venture between Deutsche Telekom and France Telecom, British Telecom,
Glcobal Telesystems Group and a joint venture between Level 3 and COLT Telecom
Group plc, which are currently planning or building trans-Buropean network
assets.

We also face competition for our SAC network in South America. At least six
other systems are planned to be completed in the region by the third quarter
of 2001, including two consortium cables {Americas-2 and Atlantis-2);
Atlantica-1l, a ring network being constructed by GlobeNet connecting
Venezuela, Brazil, and (through terrestrial cables) Argentina to North
America; and SAm-l, a ring system being constructed by Telefonica S.A. and
TSSL connecting Brazil, Argentina, Chile, Peru and Colombia to the United
States. In addition, we may face competition from existing and planned
regional systems and satellites cn our MAC and PAC routes, where entrants are
vying for purchases from a small but rapidly growing customer base.

In addition to the systems mentioned above, several other regional and
global systems are being developed, most notably by 7TSSL; which.has recently
announced its plans to build a worldwide cable network, and Project Oxygen, a
global system being evaluated by the CTR Group, Ltd.
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In the United States, there are several facilities-based long distance fiber
optic networks competing with our NAC cable system, including those of AT&T,
Sprint, MCI WorldCom, Qwest, GTE, Broadwing Communications, Level 3
Communications and Williams Communications.

Installation and Maintenance Services

Although Global Marine Systems is the world's largest undersea cable
installation and maintenance company, with approximately 25% of the industry's
total vessels, it faces potential competition not only from existing market
participants but also from potential new entrants. There are currently three
other major supply companies in the undersea cable industry: TSSL, Alcatel and
XDD-8CS. Pirelli also has a presence in the industry, and there are a number
of smaller suppliers which have focused primarily on regional routes or non-
repeatered systems. It is unclear whether TSSL will continue to provide
significant installation and maintenance services to others following its
announcement that it is constructing its own worldwide cable network.

ILEC Services

We face many competitors in the provision of equipment and facilities used
in comnection with our local exchange networks, as this market has become
increasingly competitive in recent years. The market for the provision of
local services itself is now competitive in Rochester, New York, as a result
of the Open Market Plan, and the Telecom Act is likely to result in
significantly greater competition in other markets. The Cowmpany's telephone
properties cutside the Rochester, New York, area are experiencing competitzon
in limited areas.

Long distance companies largely access their end user customers through
interconnection with local exchange companies. These long distance companies
pay access fees to the local exchange companies for these services. The
provision of access services in Rochester and elsewhere by our ILEC services
segment is considered to be competitive.

Regulation

Qur submarine and terrestrial fiber optic cable systems and
telecommunications sexrvices are subject to regulation at the federal, state,
and local levels in the United States, as well as regulation by regulatory
agencles in the variocus foreign countries in which we have facilities or
operations.

REGULATION IN THE UNITED STATES
Federal Regulation

The Federal Communications Commisgsion (*FCC") regulates the interstate and
international telecommunications facilities and services of telecommunications
common carriers. Specifically, common carriers must comply with the
requirements of the Communications Act of 1934, as amended by the Telecom Act.
Implementation of the Telecom Act is subject to various federal and state
rulemaking and judicial procedures; therefore, the effects of the Telecom Act
on us cannot be accurately predicted.

We have obtained authority from the FCC to provide intermational _
telecommunications sexrvices as a non-dominant carrier on a facilities-based
and resale basis. We alsc have cbtained cable landing licenses that permit us
to land and cperate submarine cable systems in U.§. territory. Domestically,
our subsidiaries provide local services as authorized CLECs in 34 states
{including Washington D.C.}. Other subsidiaries are certificated as ILECs in
13 states.

‘The scope of our activities in the United States makes us subject to
varying, and sometimes conflicting, regulation. We are treated as non-dominant
for our interstate and international operations. For local exchange services,
some of cur subsidiaries are treated as ILECs and others as CLECs. Generally
speaking, the FCC imposes a greater degree of regulation on ILECs and other
dominant providers and less regulation on CLECs
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and other carriers without market power. The issues discussed below may have
positive effects on certain of our subsidiaries and negative effects on other
subsidiaries, and, thus, the net effect on us cannot be accurately predicted.

The intent of the Telecom Act is to increase competition in the U.S.
telecommunications market. To achieve this goal, the Telecom Act seeks to open
local access markets to competition by requiring ILECS to permit
interconnection to their networks and imposing various other obligations on
them.

Interconnection. In August 1996, the FCC released its First Report and Order
on interconnection, which established rules for the implementation of the
Telecom Act's cobligations. In July 1997, the U.S. Circuit Court of Appeals for
the Eighth Circuit vacated portions of the FCC's decision. On January 25,
1999, the United States Supreme Court reversed, and affirmed the FCC's
authority to promulgate rules governing pricing, found that the FCC had
authority to promulgate a "pick and choose" rule for interconnection, and
upheld most of the FCC's rules governing access to unbundled network elements.
The Court remanded to the FCC the issue of which network elements must be
unbundled by ILECs. On remand, the FCC retained most of its original list of
network elements to be unbundled, but eliminated the requirements that ILECs
provide unbundled access to (i) local switching for customers with four or
. more lines in the most densely populated parts of the top 50 Metropolitan
Statistical Axeas, (ii) operator services, and (iii) directory assistance. The
rules governing the pricing, terms, and conditions of interconnection
agreements remain unsettled, and the scope of our interconnection rights and
obligations, both as an ILEC and a CLEC, may change in ways that are not
foreseeable.

Unbundling and Collocation. In March 1999, the FCC required ILECs to offer
unbundled loops and collocation on more favorable terms than were available
previously. The FCC order permits collocation of equipment that can be used to
provide advanced data services, such as Digital Subscriber Line services, and
requires ILECs to permit "cageless" collocation by CLECs. The FCC deferred
action on its proposal to permit ILECs to offer advanced data services through
separate affiliates and to free those affiliates from some of the obligations
of the Telecom Act.

Universal Service. The Telecom Act required the FCC to restructure the
manner in which universal service fund payments are established and
distributed, and the FCC has significantly expanded the federal universal
service subsidy regime to include low-income consumers. We are required to
contribute to these programs based on our interstate and international revenue
from end-user telecommunications services. Contribution rates change
quarterly. Currently, the contribution rate is 5.877% of interstate and
international end-user telecommunications revenue. We are unable to specify
the amount of any universal service contributions that we will be required to
make in future years.

Reciprocal Compensation Under the Telecom Act, a local exchange carrier
that terminates calls to customers on its network is entitled to be
compensated by the local exchange carrier of the originating customer. Some
ILECs have taken the position that compensation is not owed for inbound calls
to Internet Service Providers ("ISPs") on the grounds that this type of
traffic is not local and, thus, not covered by the terms of existing
interconnection agreements. As a result, some ILECs have threatened .to
withhold, and in some cases have withheld, compensation to CLECs for such
calls. The FCC has requested comments on the rules that it should adopt to
govern compensation for ISP-bound traffic. Comments have been filed by
interested parties and a decision is expected in the first quarter of 2000. We
cannot accurately predict how the FCC will rule or what impact that rule may .
have on future interconnection negotiations.

As an ILEC in New York, we currently are required to pay significant
reciprocal compensation payments for inbound calls to ISPs. The state public
utllity commissions ("PUCs") of Pennsylvania, Illinois, and Minnesota, states
in which we also operate ILECs, also have concluded that reciprocal
compensation is owed for ISP-bound calls. Any reciprocal compensation payments
in-those states are not material to our operations. We cannot predict whether
the amounts of our reciprocal compensation payments in these or other states
will change in the future.

- ..
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Access Charges. Qur costcs to provide long distance services and our revenue
from providing local gervices are affected by ongoing substantial changes in
the "access charge® rates imposed by ILECs on long distance carriers for
origination and termination of long distance calls over local facilities.

The increased pricing flexibility of "price cap ILECs" (i.e. ILECs subject
to the FCC's access charge price cap rules), such as our Frontier ILEC
subsidiaries, may have an adverse impact on our interstate access costs if not
properly implemented hy ILECs and enforced by the FCC, but could also make it
easier for price cap ILECs to offer reduced access charge rates in markets
subject to competition. The FCC is continuing to examine further access charge
changes, including granting further pricing flexibility to price cap ILECSs.

Tariffing and Filing Requirements. Non-dominant carriers must file tariffs
with the FCC stating the rates, terms, and conditions of their interstate and
international services. The FCC also imposes reporting and filing requirements
on such carriers. We must file periodic reports regarding our interstate and
international circuits and the deployment of network facilities. Traffic and
revenue reports and universal service cantribution worksheets also must be
filed. Carriers also must obtain prior approval from or give notice to the FCC
of certain transfers of control and assignments of operating authorizations,
as well as certain affiliations with foreign carriers. In additiomn, certain
operating and services agreements with dominant foreign carriers must be filed
with the FCC. ‘ :

Submarine Cables. In connection with the construction and operation of our
submarine cable systems, we have obtained cable landing licenses for the AC-1,
PC~1, MAC, PAC and SAC systems. These licenses give us authority to comstruct
and land our submarine cables in the United States. In each case, the license
permits the operation of the cable on a non-common carrier basis. Each of our
cable landing licenses is valid for a period of 25 years from its grant. We
are subject to various FCC reporting and filing requirements as the result of
our holding of these cable landing licenses.

State Regulation

In addition to regulation by the FCC, the intrastate services of each of our
local telephone service companies are regulated by the PUCs of the respective
states in which each subsidiary operates with respect to such issues as
prices, service guality, the issuance of securities, and the construction of
facilities. To provide intrastate services, we generally must cobtain a
certificate of public convenience and necessity from the appropriate PUC and
comply with state requirements for telecommunications utilities. The level of
regulation imposed by state PUCs varles. Generally, ‘however, ILECs are
regulated more heavily than competitive providers. Qur subsldiaries are
certificated as ILECs in 13 states: New York, Alabama, Florida, Georgia,
Illinois, Indiana, Iowa, Michigan, Minnesota, Mississippi, Ohioc, Pennsylvania,
and Wisconsin. Other subsidiaries provide competitive local services in 34
states (including Washington D.C.).

A number of states in which we bave local or long distance operations are
conducting proceedings related to the rules under which carriers way operate
in an increasingly competitive enviromment. The issues that the PUCs are
examining include unbundling of local neétwork elements, local interconnection
obligations, dialing parity for intra-LATA {oxr short-haul) toll traffic, local
number portability, resale of local exchange service and universal service. We
cannot predict how these proceedings will ultimately be resclved, nor when
decisions will be issued.

Open Market Plan. Our Frontier subsidiary in Rochester, New York began its
sixth year of operations under the Open Market Plan in January 2000. The Open
Market Plan promotes telecommunications competition in the Rochester, New York
marketplace by providing for (i} intercommection of competing local networks
including reciprocal compensation for terminating traffic, (ii) equal access
to network databases, {iil) access to local telephone numbers, {iv) service
provider telephone number portability, and (v} certain.wholesale discounts to
resellers of local sexvices.

-
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During the operation of the Open Market Plan, we are regulated under pure
price cap regulation rather than rate-of-return regulation. Planned rate
reductions of $21.0 million {the "Rate Stabilization Plan") are being
implemented for Rochester area consumers, including $18.0 million of
reductions that occurred through 1999, and an additiconal $1.5 million which
commenced in January 2000. Rates charged for basic residential and business
telephone service may not be increased during the seven-year period of the
Plan. We are allowed to raise prices on certain enhanced products such as
Caller ID and call forwarding.

On August 25, 1999, the New York State Public Service Commission ("NYSPSC")
solicited comments regarding our Rochester local exchange subsidiary's
financial condition, earnings and service quality, competition in the
Rochester market, and the terms and conditions of the Open Market Plan.
Settlement discussions in this NYSPSC proceeding have resulted in a Joint
Proposal for Open Market Plan Continuation and Modification (the "Joint
Proposal"), which is subject to NYSPSC review and approval. If approved, our
Frontier ILEC subsidiary in New York will (i) remain under “price cap”
regulation through 2002 (and possibly for an additional two years); (ii) be
required to improve specified elements of service quality and to offer certain

' additional services; (iii) be subject to increased potential penalties related

to service targets; and (iv) be required to lower certain residential and
commercial service rates. The impact of the Joint Proposal, if adopted, will .
not have a mataerial adverse effect on Global Crossing as a whole. The NYSPSC
also has issued orders on other regulatory issues that affect our New York
Frontier subsidiaries, related to sexvice quality, staff allocations,
provisions, and relations with other carriers.

Dividend Policy. The Open Market Plan prohibits the payment of dividends by
Frontier Telephone of Rochester, Inc. ("FTR"), to Frontier Corporation ("FRO"}
if (i) FTR's senior debt is downgraded to "BBB" by Standard & Poor's ("S&P*),
or the equivalent rating by other rating agencies, or is placed on credit
watch for such a downgrade, or (ii) a service quality penalty is imposed under
the Open Market Plan. Dividend payments to FRO alsc require FIR's directors to
certify that such dividends will not impair FTR's service quality or its
ability to finance its short and long-term capital needs on reascnable terms
while maintaining an S&P debt rating target of "A".

In 1999, FTR achieved the required service levels, but a previously imposed
temporary restriction on dividend payments from FTR to FRO will remain in
place until the NYSPSC is satisfied that FTR's service levels demonstrate that
FTR has rectified the service deficiency. In addition, on June 2, 1999,
Moody's and S&P downgraded FTR's senior debt ratings from Al/AA~ to Baa2/EBB,
respectively. These ratings actions were a result of the announced merger
between FRO and Global Crossing Ltd., and did not reflect any change in the
£inancial condition or creditworthiness of FTR. These actions triggered an
additional dividend restriction for FTR, which will be in effect until eithex
the NYSPSC approves the payment of dividends or FTR's senior debt rating rises
above BEBB (for S&P) or the equivalent for other rating agencies. On December
22, 1999, S&P downgraded FIR's senior debt rating to BB+ and, on January 18,
2000, Duff & Phelps downgraded FTR's senlor debt rating to A. Both rating
agencies stated that their actions reflected their views that a large
separation in ratings could not be maintained between an operating subsidiary
and its parent. Accordingly, it remains uncertain when the restriction on
payment of dividends from FTR to FRO will be lifted.

Local Regulation

Qur activities also are subject to local regulation, including compliance
with franchise okligations, building codes, and local licensing requirements.
Such regulations vary widely by jurisdiction. To counstruct and install
transmission facilities, we may need to obtain rights-of-way over public and
privately owned land.

INTERNATIONAL REGULATION

Cur construction and operation of telecomminications networks and our
provision of telecommunications services in foreign countries reguire 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 eavironmental, construction,
zoning and other permits, licenses, and authorizations. 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.
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Europe

In connection with the construction and operation of the PEC network, we
have obtained telecommunications licenses and authorizations in Belgium,
France, Germany, Ireland, Italy, the Netherlands, Spain, Sweden, Switzerland
and the United Kingdom. No telecommunications authorization is required for us
to construct and operate facilities or provide services in Demmark. We expect
to obtain additicnal telecommunications licenses and authorizations in Europe
in the ordinary course of business.

Our activities in Europe are subject to regulation by the Eurcpean Uniom and
national regulatory authorities. The level of regqulation and the regulatory
obligaticns and rights that attach to us as a licensee in each country vary.
In all countries, we, as a competitive entrant, are currently consldered to
lack significant market power ("SMP"}, which generally subjects us to less
regqulation than providers that are deemed to posgsess SMP. As we complete
construction of the PEC network and begin providing services in Europe, we
anticipate that the requlatory obligations imposed on us will increase. In
addition, we may be required to address many of the "local competition" issues
that we face as a competitive provider in the United States, such as
interconnection, collocation, unbundling, reciprocal compensation, and resale.
The laws and regulations of the Member States of the EU on these ilssues vary.
Various of the Member States have opened or concluded public consultations
relating to these and other ®"local competition® issues. We cannot predict what
decisions will be made by the EU and the Member States in these ongoing '
proceedings or the effects of any those decisions on our operations.

Asia

We are increasing the scope of our activities in Asia. In connection with
the construction and operation of the GAL network in Japan, GAL has received a
Japanese Type I telecommunications license. In addition, on February 18, 2000,
our subsidiary, Global Crossing Japan, received a Special Type II license in
Japan, which authorizes us to provide a variety of intermational
telecommunications services in Japan. As a Japanese telecommunications
licensee, we are subject to a range of regulatory requirements. In late 1899,
the Japanese Ministry of Post and Communications (the "MPT") opened a public
consultation on aimplifying the telecommunications regulatory process. We have
submitted comments in that proceeding. We cannot accurately predict whether or
when a decision will be issuved, whether the MPT will simplify the regulatory
regime, or the potential effects of such an action.

On February 1, 2000, Asia Global Crossing Hong Kong Ltd. {"AGC-HK") was
advised by a Letter of Intent from the Hong Kong telecommunications regulator
that, upon the satisfaction of certain conditions, AGC-HK will be issued an
External Fixed Telecommmnications Network Services ("EFTNS") license to land

“the EAC cable and to provide internatiocnal telecommunications facilities and
services in Hong Kong. Our Hutchison Global Crossing ("HGC*) joint venture is
authorized to construct and operate local and intermational fixed-line
telecommunications networks and to provide domestic and international
telecommunications services in Hong Kong. As a result of the HGC venture and
our EFINS license, we are subject to regulatory oversight and supervision in
Hong Kong.

The status of liberalization of the telecommunications regulatory regimes of
the Asian countries in which we intend to operate varies. Some countries allow
full competition in the telecommunications sector, while others limit
competition for most services. 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 ("WTO") Agreement on Telecommunications. China also has committed
to liberalizing its telecommunications markets and reducing foreign ownership
limitations if it is admitted to the WIO. We 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 will slow or halt the liberalization of its telecommunications
markets. The effect of such an action on.us cannot be accurately predicted.
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Latin America

In Latin America, we currently are constructing the MAC, PAC and SAC
systems. In connection with the construction of these cable systems, we have
obtained cable landing licenses and/or telecommunications licenses in
Argentina, Panama, and the United States. Applications have been filed in
Mexico, Venezuela and Brazil and we expect to file applications in additicnal
Latin American countries in the ordinary course of business.

As in Asia, the status of liberalization of the telecommunications.markets
of Latin America varies. All of the countries in which we currently plan to
have cperations are members of the WTO and have committed to liberalizing
their telecommunications markets and lifting foreign ownership restrictions.
Some countries now permit competition for all telecommunications facilities
and services, while others allow competition for some facilities and services,
but restrict competition for other services. Some countries in which we
operate or intend to operate currently impose limits on foreign ownership of
telecommunications carriers. We anticipate that we will be granted authority
to land and operate our submarine cable systems in each of the countries in
which they currently are expected to land. It is possible, however, that one
or more of these countries will not grant authority to land a submarine cable
or will impose -conditions that make landing and operating the cable
commercially unfeasible.

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

Emplcyees»

As of December 31, 1999, we had approximately 12,400 employees. We consider
our relations with our employees to be good.

Forward Locking Statements and Risk Factors

We have included in this Annual Report on Form 10-K forward-looking
statements that state our own or our management's intentions, beliefs,
expectations or predictions for the future. Forward-locking statements are
subject to a number of risks, assumptions and uncertainties which could cause
our actual results to differ materially from those projected in the forward-
locking statements. The discussions set forth below constitute cautionary
statements identifying important factors with respect to such forward-looking
statements, including risks and uncertainties, that could cause actual results
to differ materially from results referred to in the forward-locking
statements. There can be no assurance that our expectations regarding any of
these matters will be fulfilled.

We cannot assure you of the successful integration of newly acquired
" businesses. We cannot assure you that the expected benefits will be
achieved.

Part of our growth strategy is to make selective strategic acquisitions of
businesses operated by others. Achieving the benefits of these acquisitions
will depend in part on the integration of those businesses with our business
in an efficient wmanner. We cannot assure you that this will happen or that it
will happen in a timely manner. The consolidation of operations following
these acquisitions will often require substantial attention from management.
The diversion of management attention and any difficulties encountered in the
transition and integration process could have a material adverse effect on the
revenue, levels of expenses and operating results of the combined company. We
cannot assure you that the combined company will realize any of the
anticipated benefits of any acquisition.
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It may be difficult to evaluate our business because we have a limited
operating history.

We were organized in March 1997 and, with the exception of our Frontier,
Global Marine Systems and Racal Telecom subsidiaries, have a limited operating
history. Because of this limited history and our rapid growth though
successive acquisicions, it may be difficult for potential investors to
evaluate the performance of our operations. In particular, comparisons of our
results of operations from one period to another may not be fully indicative
of our current ability to conduct our business. .

We may encounter difficulties in completing our cable systems currently
under development.

Cur ability to achieve our strategic objectives will depend in large part
upon the successful, timely and cost-effective completion of our cable systems
currently under development, as well as on achieving substantial capacity
sales on these systems once they become cperational and on ouxr other
operational systems. The construction of these systems will ke affected by a
variety of factors, uncertainties and contingencies, many of which are beyond
our control, including:

. our ability to manage their construction effectively;

. our ability to obtain all construction and operating permits and
licenses;

.+ third-party contractors performing their obligations on schedule; and

. our ability to enter intc favorable comstruction contracts with a
limited number of suppliers.

These factors may significantly delay or prevent completion of one or more
of our systems currently under development, which could have a material
adverse effect on our business, financial condition and results of operations.

‘We cannot assure you that each of these systems will be completed at the
cost and in the time frame currently estimated by us, or even at all. Although
we award contracts for construction of our systems to suppliers who in most
cases are expected to be bound by a fixed-price construction cost schedule and
to provide guarantees in respect of completion dates and system design
specifications, we camnot assure you that the actual construction costs or the
time regquired to complete these systems will not exceed our current estimates.
These circumstances could have a material adverse effect on our business,
financial condition and results of operations.

Our revenue growth pian depends on product and service expansion.
We intend to grow revenue and profits by:

. introducing new services and products;

. developing or acquiring additional cable systems; and

. upgrading capaqity on our planned systems.

Our inability to effect these expansions of our products and services could
have a material adverse effect on our business, financial condition and
results of operations.

We face competition which may reduce demand for our products and services.

The international telecommunications industry is highly competitive. We
compete primarily on the basis of price, availability, service quality and
reliabjlity, customer sexrvice and the location of our systems and services.
The ability of our competitors to provide comparable products and services at
similar prices could have a material adverse effect on demand for our products
and services. In addition, much of our planned growth is predicated upon the
growth in demand for internmational telecommunications capacity and services.
We cannot assure you that this anticipated demand growth will occur.

w ee
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We are growing rapidly in a changlng industry.

Our strategy is to be the premier provider of global broadband
telecommunication services for both wholesale and retail customers. As a
result of this aggressive strategy, we are experiencing rapid expansion and
expect it to continue for the foreseeable future. This growth has increased
our operating complexity. At the same time, the international
telecommunications industry is changing rapidly due to, ameng other things:

the easing of regulatory constraints;
the privatization of established carriers;
. the expansion of telecommunicationsa infrastructure;

. the growth in demand for bandwidth caused by expansion of Intermet and
data transmissions;

. the globalization of the world's economies; and

. the changing technology for wired, wireless and satellite communication.

We cannot assure you that we will succeed in adapting to the rapid changes
in the international telecommunications industry.

We may have difficulty in obtaining the additional financing requi. co
develop our business.

In order to further implement our aggressive growth strategy, we anticipate
that we will require substantial additional equity and debt financing. Under
our business plan, we and our affiliates expect to require significant
financing by the end of 2000 to build out the Global Crossing Network and
provide additional services to our customers. Cbtaining additional financing
will be subject to a number of factors, including, without limitation, the
following: .

. the ptate of operations of cur company:;

. our actual or anticipated results of operations, financial condition and
cash flows;

. investor sentiment towards companies with substantial international
operations; and

. generally prevailing market conditions.

If additional funds are raised through the issuance of equity securities,
the percentage ownership of our then current shareholders will be reduced, and
the new equity securities may have rights, preferences or privileges senior to
those of the holders of our common stock. If additional funds are raised
through the iasuance of debt securities, these securities would have some
rights, preferences and privileges senior to those of the holders of cur
common stock, and the terms of this debt could impose restrictions on our
operations and result in significant interest expense to us. In the event that
we are unable to raise sufficient financing on satisfactory terms and
conditions in the future, our company would be adversely affected.

We face price declines that could adversely affect our business.

Advances in fiber optic technology have resulted in significant per circuit
price declines in the fiber optic cable transmission industry. Recent changes
in technology caused prices for telecommunications capacity and services to go
down even further. If there is less demand than we project or a bigger drop in
prices than we project, there could be a material adverse effect on our
business, financial condition and results of operations. We cannot assure you,
even 1f our projections with respect to those factors are realized, that we
will be able to implement our strategy or that our strategy will be successful
in the rapidly evclving telecommunications market.

We ctnfront several system risks that could affect quxr operations.

Each of our systems is and will be subject to the risks ipherent in a large-
scale, complex fiber optic telecommunications system: The operatzcn,
administration, maintenance and repair of cur systems requires the
coordination and integration of sophisticated and highly specialized hardware
and software technologies and equipment located throughout the world. We
cannot assure you that our systems will 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.
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Each of our undersea systems either has or is expected to have a design life
of generally 25 years, while each of our terrestrial systems either has or is
expected to have a design life of at least 20 years. The economic lives of
these systems, however, are expected to be shorter than their design lives,
and we cannot assure you of the actual useful life of any of these systems. A
number of factors will ultimately affect the useful life of each cof ocur
systems, including, among other things:

. quality of construction;
. unexpected damage or deterioratiocn; and
. technological or economic obsolescence.

Failure of any of our systems to operate for its full design life could have
a material adverse effect on our business, financial condition and results of
operations,

Our success depends on our ability to maintain, hire and successfully
integrate key personnel.

Our future success depends on the skills, experience and efforts of our
officers and key technical and sales employees. In particular, cur senioxr
management has significant experience in the telecommunications and Internet
industries, and the loss of any of them could negatively affect our ability to
execute our business strategy. In addition, we cannot assure you that we will
be able to integrate new management into our existing operations. Competition
for these individuals is intense, and we way not be able to attract, motivate
and retain highly skilled gqualified personnel. We do not have "key person?
life insurance policies covering any of our employees.

We face risks associated with internmatiocnal operations.

Because we will derive substantial revenue from international operations and
intend to have substantial physical assets in several jurisdictions along our
routes, our business is subject to risks inherent in intermational operatioms,
including:

political and economic conditions;
. unexpecﬁed changes in regulatory environments;
. exposure to different legal standards; and
. difficulties in staffing and managing operations.

We have not experienced any material adverse effects with respect to our
foreign coperations arising from these factors. However, problems associlated
with these risks could arise in the future. Finally, managing operaticns in
multiple jurisdictions may place further strain on our akility to manage ouxr
overall growth. .

Because many of our customers deal predominantly in foreign currenciles, we
may be exposed to exchange rate risks and our net income may suffer due to
currency translations.

We primarily invecice for our services in U.S. dollars; however; most of our
customers and many of our prospective customers derive their revenue in
currencies other than U.S8, dollars. The cbligations of customers with
substantial revenue in foreign currencies may be subject toc unpredictable and
indeterminate increases in the event that such currencies devalue relative to
the U.S. dollar., PFurthermore, such customers may become subject to exchange
control regulations restricting the conversion of their revenue currencies
into U.S. dollars. In such event, the affected customers-may not be dble to
pay us in U.S. dollars. In addition, where we invoice for our services in
currencies other than U.8. dollars, our net income may suffer due to currency
translations in the event that such currencies devalue relative to the U.S.
dollar and we do not elect to enter into currency hedging arrangements in
respect of those payment obligations.

1s

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 2]



N’ S’
GLOBAL CROSSING LID - 10-K — Annual Report Date Filed: 3/17/2000

OQur operations are subject to regulation in the United States 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.

In the United States, ocur intrastate, interstate, and intermatiomal
telecommunications networks and services are subject to regulation at the
federal, state, and local levels. We alsc have facilities and provide services
in numerous countries in Burope, Latin America, and Asia. Our operations in
thoge countries are subject to regulation at the national level and, in some
cases, at the state, provincial, and local levels.

Our interstate and international operations in the United States are
governed by the Communications Act of 1934, as amended by the Telecom
~Act. There are several ongoing proceedings at the FCC and in the federal
courts regarding the implementation of various aspects of the Telecom
Act. The ocutcomes of these proceedings may affect the manner in which we
are permitted tc provide our services in the United States and may have
a material adverse effect on ocur operations.

The intrastate activities of our local telephone service companies are
requlated by the states in which they do business. A number of states in
which we operate are conducting proceedings related to the 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 operations.

. Our operations outside the United States are governed by the laws of the
countries in which we operate. The regulation of telecommunications
networks and services cutside the United States 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. Qur
inability or fallure to comply with the telecommunications laws and
regulations of one or more of the countries in which we operate could
regult in the temporary or permanent suspension of operations in cne or
more countries. We also may be prohibited from entering certain
countries at all or from providing all of ocur services in one or more
countries. In addition, many of the countries in which we cperate are
conducting proceedings that will affect the implementation of their
telecommunications legislation. We cannot be certain of the outcome of
these proceedings. These proceedings may affect the manner in which we
are permitted to provide our services in these countries and may have a
material adverse effect on our operations.

. In the ordinary course of constructlng our networks and providing our
services we are required to obtain and maintain a variety of .
telecomunications and other licenses and authorizations in the
countries in which we operate. We also must comply with a variety of
regulatory obligations. Our failure to obtain or maintain necessary
licenses and authorizaticns, or to comply with the obligations imposed
upon license-holders in one or more countries, may result in sanctions,
including the revocation of authority to provide services in one or wmore
countries.

We depend on third parties for many functions. If the services of those
third parties are not available to us, we may not be able to canduct our
business. .

We depend and will continue to depend upon third parties to:

. censtruct some of our systems and provide egquipment and maintenance;

. provide access to a number of origination and termimation points of our
systems in various jurisdictions;

. construct and operate landing stations in a number of those

-~ jurisdictions; -

. acquire rights of way;

. provide terrestrial capacity to our customers through contractual
arrangements; and ...

. act as joint venture participants with regard to some of ocur current and
potential future systems.
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We cannot assure you that third parties will perform their contractual
obligations or that they will not be subject to political or economic events
which may have a material adverse effect on our business, financial condition
and results of operations. If they fail to perform their obligations, we may
not be able to conduct our business. If any of our joint venture participants

experiences a change in strategic directioen such that their strategy regarding

our mutual joint venture diverges from our own, we may not be able to realize
the benefits anticipated to be derived from the joint wventure.

We have substantial leverage éhich may limit our ability to ccm91y.with the
terms of ocur indebtedness and may restrict our ability to coperate.

Our significant indebtedness could adversely affect us by leaving us with
insufficient cash to fund operations and impairing our ability to cbtain
additional financing. The amount of cur debt could have important consequences
for cur future, including, among other things:

. cash from operations may be insufficient to meet the principal and
interest on our indebtedness as it becomes due;

. payments of principal and interest on borrowings may leave us with
insufficient cash resources for our operations; and

restrictive debt covenants may impair our ability to obtain additional
financing.

We have incurred a high level of débt. As of December 31, 1559, we and our
consolidated subsidiaries had a total of $8,051 million of total liabilities.
including approximately $5,056 million in senior indebtedness, of which $1,255
million was secured. As of such date, Global Crossing Ltd. additicnally had
ocutstanding cumulative convertible preferred stock with a face value of $1,650
million. Our subsidiary, Global Crossing Holdings, also has mandatorily
redeemable preferred stock outstanding with a face value of $500 million. In
addition, our Pacific Crossing joint venture entered into an $850 million non-
recourgse credit facility, under which it had incurred $750 million of
indebtedness as of December 31, 1999.

Our ability to repay our debt depends upon a number of factors, many of
which are beyond our control. In addition, we rely on dividends, loan
repayments and other intercompany cash flows from our subsidiaries to repay
our cbligations. Our operating subsidiaries have entered into a senior secured
corporate credit facility. Accordingly, the payment of dividends from these
operating subsidiaries and the making and repayments of loans and advances are
subject to statutory, contractual and other restrictions.

In addition, if we are unable to generate sufficient cash flow to meet our
debt service requirements, we may have to renegotiate the terms of our long-
term debt. We cannot assure you that we would be able to remegotiate
successfully those terms or refinance our indebtedness when required or that
gatisfactory terms of any refinancing would be available. If we were not able
to refinance ocur indebtedness or cbtain new finmancing under these
circumstances, we would have to consider other options, such as:

. sales of some assets;

sales of equity;
. negotiations with our lenders to restructure applicable indebtedness; or
. other options available to us under applicable law.

Cur principal shareholders may be able to influence materially the ocutcome
‘of shareholder votes. ' e ‘

As of March 3, 2000, Pacific Capital Group had an 11.9%8% beneficial
ownership interest in us. We have entered into various transactions with
Pacific Capital Group and its affiliates and assumed the an-going developwment
of-gome of cur systems from an affiliate of Pacific Capital Group. Mr. Gary
Winnick, chairman of our board of directors, controls Pacific Capital Group
and its subsidiaries. In addition, several of ocur dther officers and directors
are affiliated with Pacific Capital Group. Furthermore, as of Marech-3, 2000,
Canadian Imperial
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Bank of Commerce had a 9.69% beneficial ownership interest in us. Canadian
Imperial Bank of Commerce and its affiliates have acted as underwriter, lender
or initial purchaser in several of our financial transactions in connection
with the development and construction of our systems. Several members of our
board of directors are employees of an affiliate of Canadian Imperial Bank of
Commerce .

As. of March 3, 2000, Pacific Capital Group and Canadian Imperial Bapk of
Commerce collectively beneficially owned 21.67% of the outstanding shares of
our common stock. Accordingly, Pacific Capital Group and Canadian Imperial
Bank of Commerce may be able to influence materially the outcome of matters
submitted to a vote of our shareholders, including the election of directors.

Officers and directors own a substantial portion of us and may have
conflicts of interest.

Cur executive cfficers and directors have substantial equity interests in
us. As of March 3, 2000, .all our directors and executive officers as a group
collectively beneficially owned 24.72% of our outstanding common stock,
including shares beneficially owned by Pacific Capital Group and certain
shares beneficially owned by Canadian Imperial Bank of Commerce. Some of these
individuals have also received amounts from us due to advisory servxces fees
raid to Pacific Capital Group and its affiliates.

Scme of our directors and executive officers also serve as officers and
directors of other companlea Additionally, some of our officers and directors
are active investors in the telecommunications industxy. Service as one of our
directors or officers and as a director or officer of another company could
create conflicts of interest when the director or officer is faced with
decigions that could have different implications for us and the other company.
A conflict of interest could also exist with respect to allocation of time and
attention of persons who are our directors or officers and directors and
officers of another company. The pursuit of these other business interests
" could distract these officers from pursuing opportunities on our behalf. These
conflicts of interest could have a material adverse effect on our business,
financial condition and results of operations.

We cannot predict our future tax liabilities.

We believe that a significant portion of the income derived from our
undersea systems will not be subject to tax by any of (1) Bermuda, which
currently does not have a corporate income tax, or (2) some other countries in
which we conduct activities or in which ocur customers are located. However, we
base this belief upcon:

the anticipated nature and conduct of our business, which may change;
and

. our understanding of our position under the tax laws of the various
countries in which we have assets or conduct activities, which position
is subject to review and possible challenge by taxing authorities and to
possible changes in law, which may have retroactive effect.

We cannot predict the amount of tax to which we may become subject and
cannot be certain that any of these factors would not have a material adverse
effect on cur business, financial condition and results of operations.

Our shareholders may be subject to Foreign Perscnal Holding Company, Passive
Foreign Investment Company, Controlled Foreign Corporation and Personal
Holding Company rules.

We believe that neither we nor any of our non-United States subsidiaries are
a foreign personal holding company and do not expect that either we or any of
our affiliates will become a foreignm personal holding company. However, we
cannot _assure you in this regaxd. If ane of cur shareholders is a United
States person and we or one of our non-United States subsidiaries are
classified as a foreign persconal holding company, then that shareholdsr would
be required to pay tax on its pro rata share of our or our relevant non-United
States subsidiary’'s undistributed foreign personal holding.income. We intend
to manage our affairs so as to attempt to aveid or minimize having income
imputed to United States pexsons under these rules, to the extent this
management of our affairs would be consistent with our business geals,
although we cannot assure you in this regard.
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We believe that we are not a passive foreign investment company and do not
expect to become a passive foreign investment company in the future. However,
we cannct assure you in this regard. In addition, our expectations are based,
in part, on interpretations of existing law that we believe are reasonable,
but which have not been approved by any taxing authority. If we were a passive
foreign investment company, then any of our sharshclders that is a United
States person could be liable to pay tax at the then prevailing rates on
ordinary income plus an interest charge upon some distributions by us or when
that shareholder sold our capital stock at a gain.

Furthermore, additional tax considerations would apply if we or any of our
affiliates were a controlled foreign corporation or a personal holding

company.
ITEM 2. PROPERTIES

Qur principal offices are located in leased premises in Hamilton, Bermuda,
with corporate offices under lease in Beverly Hills, California; Morristown,
New Jersey; and Rochester, New York. We also own or lease sales,
administrative and support offices worldwide. In addition, our
telecommmication services segment owna undersea cables crossing the Atlantic
Ocean {AC-1 and AC-2); Pacific Ocean (S8% economic interest in PC-1); Eastern
United States and Caribbean {(MAC); South America {SAC); eastern Aaia (EAC);
and Western United States, Mexico, Central & South America and Caribbean
(PAC) ; and primarily terrestrial cable systems connecting various cities
within the United States (NAC), Burcope {PEC}, Japan {GAL) and Hong Kong (HGC).
Our telecommunications services segment alsc owns or leases numerous cable
landing stations throughout the world related to these undersea and
terrestrial cable systems. GlobalCenter media distribution centers incorporate
web hosting infrastructure and are connected to the Company's internaticnal
fiber optic network. Media distribution centers are currently operaticnal in
leased premises in Sunnyvale and Anaheim, California; London, England; South
Melbourne, Australia; Herndon, Virginia; and New York, New York.

Our installation and maintenance services segment owns, leases and operates
a fleet of vessels and submersible/remotely operated vehicles used in the
planning, installation and maintenance of undersea fiber optic cable systems.

Qur ILEC services segment owns telephone properties which include:
connecting lines between customers' premises and the central offices; central
office switching equipment; buildings and land; and customer premise
equipment. The connecting lines, including aerial and underground cable,
conduit, poles, wires and microwave equipment, are located on public streets
and highways or on privately owned land. We have permission to use these lands
pursuant to local governmental consent or lease, permit, franchise, easement
or other agreement.

We believe that substantially all of our existing properties are in goed
condition and are suitable for the conduct ¢f our business. A security
interest in some of these properties, in particular some of our undersea
cables, has been granted to lenders providing financing for those systems
under non-recourse facilities or to Global Crossing generally under our
corporate credit facility.

ITEM 3. LEGAL PROCEEDINGS -

On June 25, 1999, Fromtiler Corporation, a wholly-owned subsidiary of Global
Crossing Ltd., was served with a summons and complaint in a lawsuit commenced
in the New York State Supreme Court, Monrce County by a Frontier shareholder
alleging that Frontier and its Board of Directors had breached their fiduciary
duties to shareholders by endoxsing a definitive werger agreement with the
Company without having adequately considered an alternative merger proposal
made by Qwest Communications Intermational, Inc. The lawsuit was framed as a
purported class action brought on behalf of all shareholders of Frontier and
sought unstated compensatory damages and injunctive relief. compelling
Frontier's board to evaluate Frontier's suitability as a merger partner, to
enhance Frontier's value as a merger candidate, to engage in discussions with
Qwest about possible business combinations, to act independently to protect
the interests of Frontier shareholders, and to ensure that no conflicts of
interest exist which would prevent maximizing value to shareholders In July
1939,
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three additional lawsuits were commenced against Frontier in the New York
State Supreme Court on behalf of a number of individual shareholders seeking
essentially identical relief. All four lawsuits were consolidated into a
single proceeding pending in Rochester, New York. In February 2000, all four
lawsuits were voluntarily withdrawn.

On July 12, 1999 Frontler was served with a summons and complaint in a
lawsuit commenced in New York State Supreme Court, New York County by a
Frontier shareholder alleging that Frontier and its hoard breached their
fiduciary duties by failing to obtain the highest possible acquisition price
for Frontier in the definitive merger agreement with Global Crossing. The
action has been framed as a purported class action and seeks compensatory
damages and injunctive relilef. The claims against Frontier were originally
asserted in the same action as similar but separate claims against US WEST,
Inc. However, the claims against Frontier have been severed from the US WEST
claims. Global Crossing believes the asserted claims are without merit and is
defending itself vigorously.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED SHAREHCLDER
MATTERS

Price Range of Common Stock

Our common stock began to trade on both the Nasdaq National Market {"NNM*)
and the Bermuda Stock Exchange under the symbol "GBLX" following our Initial
Public Offering ("IPO") of common stock on August 14, 1998 at a per share
price of $9.50. The table below sets forth, on a per share basis for the
periods indicated, the high and low closing sales prices for the common stock
as reported by the NNM.

Price Range

- e - -
- —

- R e . e

First Quarter....... PR erar s Creesresen . $56.75 $19.25 3§ -~ 8 --
Second QuUarter......ccveicranan feeene e .. $564.25 $39.05 § -- 8§ -~
Third Quarter {(from August 14, 1998) c.icavenn ... $41.88 $20.25 $12.75 $8.00

Fourth QuUarter.......eemeicenn e vees.. $55.75 $24.81 $23.50 $8.63

The closing sale price of the common stock ag reported by the NNM on March
3, 2000 was $56 7/16. As of March 3, 2000, there wers 29, 565 holders of record
of ocur common stock.

Dividend Policy; Restriction on Payment of Dividends

The Company does not anticipate paying cash dividends on our common stock in
the foreseeable-  future. The terms of certain of our debt instruments also
place limitations on cur ability to pay dividends. Future dividends, if any,
will be at the discretion of the Board of Directors and will depend upon,
among other things, our operations, gapital requirements and surplus; general
financial condition, contractual restrictions and such other factors as the
Board of Directors may deem relevant.

Recent Sales of Unregistered Securities

In 1999, the Company issued the following equity securities that were not
reglstered under the Securities Act of 1933, as amended:

{a) 2,600,000 shares of 7% Cumulative Convertible Preferred Stock at a
liquidation preference of $250.00 per share were issued on December 15,
1999 by GCL for net proceeds of approximately $630 million and sold to
Salomon Smith Barmey, Merrill Lynch & Co., Goldman, Sachs & Co., Chase
Securities Inc., Morgan Stanley Dean Witter, CIBC World Marketa, Donald,
Lufkin & Jenrette and Credit Suisse First Boston as initial purchasers.
Bach share of preferred stock is convertible into 4.6948 shares of GCL
common stock, based on a conversion price of $53.25 per share; and

{b} 10,000,000 shares of 6 3/8% Cumulative Convertible Preferred Stock at a
liquidation preference of $100.00 per share were issued on November S5, 1999
by GCL for net proceeds of approximately 5969 million and sold to Merrill
Lynch & Co., Goldman, Sachs & Co. and Salomon Smith Barney as initial
purchasera. Each share of preferred stock is convertible into 2.2222 shares
of GCL common, gtock, based on a conversion price of $45.00 per share.

Each series of GCL preferred stock issued during- 1995 was resold only to
institutional investors that are "qualified institutional buyers® within the
meaning of Rule 144A under the Securities Act of 1933, as amended [(the
"Securities Act"), and was issued in reliance upon an exemption f£rom the
registration provisions of the Securities Act set forth in Section 4{2)
thereof relative to transactions by an issuer not inveolving any public
offering or the rules ad regulations thereunder.
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ITEM 6. SELECTED FINANCIAL DATA
Global Crossing selected historical financial information

The table below shows selected historical financial information for Global
Crossing. This information has been prepared using the consolidated financial
statements of Global Crossing as of the dates indicated and for each of the
years ended December 31, 1999 and 1998 and for the period from March 18, 1997
{Date of Inception) to December 31, 1997.

In reading the following selected historical financial information; please
note the following:

. The statement of operations data for the year ended December 31, 1959
includes the results of Global Marine Systems for the period f£rom July
2, 1999, date of acquisition, through December 31, 1999; the results of
Frontier for the period from September 30, 1999, date of acquisition,
through December 31, 1999; and the results of Racal Telecom for the
period f£rom November 24, 1999, date of acquisition, through December 31,
1999, The Consolidated Balance Sheet as of December 31, 1999 includes
amounts related te Global Marine Systems, Frontier and Racal Telecom.

. During the year ended December 31, 1999, Glocbal Crossing recorded a $15
million expense, net of tax benefit, due to the adoption of Statement of
Position $8-5, "Reporting on the Cost of Start-Up Activities”. See the
*Cumulative effect of change in accounting principles” item in the
Statement of Operations Data.

During the years ended December 31, 1999 and 1998, Global Crossing
recognized $51 million and $39 million, respectively, of stock-related
expense relating to stock options and rights to purchase stock issued
during that period which entitle the holders to purchase common stock.
See the "Stock-related expense® item in the Statement of Operations
Data.

On December 15, 1999, GCL issued 2,600,000 shares of 7% cumulative
convertible preferred stock at a liquidation preference of §250.00 for
net proceeds of $630 million. Each share of preferred stock is
convertible into 4.6948 shares of common stock based on a conversion
price cf £53.25. Dividends on the preferred stock are curmalative f£rom
the date of issue and will be payable on February 1, May 1, August 1 and
November 1 of each year, beginning on February 1, 2000, at the annual
rate of 7%.

On November 24, 1589, we completed our acquisition of Racal Telecom, a
group of wholly owned subsidiaries of Racal Electronics ple, for
approximately $1.6 billion in cash. Racal Telecom owns one of the most
extensive fiber telecommunicaticns networks in the United Kingdom,
consisting of approximately 4,650 route miles of fiber and reaching more
than 2,000 cities and towns.

On November 12, 1999, Global Crossing Holdings Ltd. ("GCH"), a wholly-
owned subsidiary of GCL, issued two series of senior unsecured notes
{"New Senior Notes®}. The 9 1/8% senior notes are due November 15, 2006
with a face value of $900 million and the 9 1/2% genior notes are due
November 15, 2009 with a face value of $1,100 million. The New-Senior
Notes are guaranteed by GCL. Interest will be paid on the notes on May
15 and November 15 of each year, begimming on May 15, 2000.

On November 5, 1999, GCL issued 10,000,000 shares of 6 3/8% cumulative
convertible preferred stock at a liquidation preference of $100.00 for
net proceeds of approximately $969 million. Each share of preferred
stock is convertible into 2.2222 shares of common stock, based on a
conversion price of $45.00. Dividends on the preferred stock are
cumulative £rom the date of issue and will be payable on February 1, May
1, August 1 and November 1 of each year, beginning en.February 1, 2000,
at the annual rate of 6 3/8%,

. , : 26 -

. On September 28, 1999, we completed the acquigsition of Frontier
Corporation in a merger transaction valued at over $10 billion, with
Frontier shareholders receiving 2.05 shares of our common stock for each
share of Frontier common stock held. Frontier is one of the largest long
distance telecommunications companies in the United States and one of
the leading providers of facilities-based integrated communications and
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Internet services.

On July 2, 1399, we completed our acguisition of the Global Marine
Systems division of Cable & Wireless Plc for approximately $908 million
in cash and assumed liabilities. Global Marine Systems owns the largest
fleet of cable laying and maintenance vessels in the world and currently
services more than a third of the world's undersea cable miles.

on May 16, 1999, Global Crossing entered into a definitive agreement to
merge with U 8§ WEST, Inc. On July 18, 1999, Global Crossing and .U § WEST
agreed to terminate their wmerger agreement, and U S WEST agreed toc merge
with Qwest Communications International Inc. As a result, U 8 WEST paid
Global Cressing a termination fee of $140 million in cash and returned
2,231,076 shares of Global Crossing common stock purchased in a related
tender offer, and Qwest committed to purchase capacity on the Global
Crossing network at established market unit prices for delivery over the
next four years and committed to make purchase price payments to Global
Crossing for this capacity of $140 million over the nest two years.
During the year ended December 31, 13$9%, Global Crossing recognized $210
million, net of merger related expenses, of other income in connection
with the termination of the U § WEST merger agreement.

The "Termination of advisory services agreement® item in the Statements
of Operations Data includes a charge for the termination of the advisory
services agreement as of Jume 30, 1958. Global Crossing acquired the
rights from those entitled to fees payable under the advisory services
agreement in consideration from the issuance of common stock having an
aggregate value of $135 million and the cancellation of approximately 53
million owed to Global Crossing under a related advance agreement. As a
result of this transaction, Global Crossing recorded a non-recurring
charge in the approximate amount of $138 million during the year ended
December 31, 1998. In addition, Global Crossing recognized as an expense

Lapproximately $2 million of advisory fees incurred prior to termination

of the contract. )

Global Crossing granted warrants to Pacific Capital Group, Inc., a
shareholder, and some of its affiliates for the Pacific Crosaing, Mid-
Atlantic Crossing and Pan American Crossing systems and related rights.
The $275 million value of the common stock was criginally allocated to
"Construction in progress* in the amount of $112 million and as
*Investment in and advances to/from affiliates® in the amount of $163
million. See the "property and equipment® item in the Balance Sheet
Data. The "Investment in and advance to/from affiliates" item in the
Balance Sheet Date includes $163 million as of December 31, 1999 and
1998, respectively, representing the value of the warrants described in
the bullet point immediately above applicable to the Pacific Crossing
system.

Adjusted EBITDA is defined as operating income (loss), plus goodwill
amortization, depreciation and amortization, non-cash cost of capacity
sold, stock related expenses, incremental cash deferred revenue and
amounts relating to the termination of the advisory services agreement.
This definition is consistent with fimancial covenants contained in the
Company's major financial agreements. This informatiom should not be
congidered as an alternative to any measure of performance as
promulgated under GAAP. The Company's calculation of adjusted EBITDA may
be different from the calculation used by other companies and,
therefore, comparability way be limited.
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The selected consolidated financial data as of December 31, 1939, 19398 and
1997, for the years ended December 31, 1593 and 1998 and for the period from
March 19, 1997 (Date of Inception) to December 31, 15387, respectively, are
derived from our audited consolidated financial statements and should be read
in conjunction with the audited consolidated financial statements and notes
included in this Annual Report on Form 10-K.

Period from
March 19, 1997
Year Ended Year Ended (Date of Inception)
December 31, 1999 December 31, 1998 to December 31, 1997

- . - o 6 e W W W WK W e N G WA N e e W e W W e

{In thousands, except share and per share information}

Statement of Operations
Data:

Revenue....... caveaees . $ 1,664,824 $ 419,866 $ -
Expenses:

Cost of sales...... P 850,483 178,492 --
Cperations,

administration and

maintenance. ..... 000 133,202 18,056 -

Sales and marketing.... 149,119 26,194 1,366

Network development.... 26,153 10,962 78

General and

administrative........ 210,107 26,303 1,618
Stock related expense . 51,306 39,374 -—
Depreciation and

amortization.......... 124,294 541 33
Goodwill and

intangibles

amortization. . veveuass 127,621 - -
Termination of advisory

services agreement ... - 139,669 ~-

! 1,672,285 439, 591 3,101
Operating loss.......... (7,461) (19, 725) {3,101)
Equity in income (loss)

of affiliates.......... 15,708 {2,508} --
Minority interest....... {1,338) - -
Other income {expense):

Interest income........ 67,407 29,986 2,941

Interest expense....... {138,077} {42,880) --

other income, net...... 180,765 - --
Provision for income

LAXEB. . v tnrrunnnnns . {126,539) (33,067) -
Loss before

extracrdinary item and

cumulative effect of

change in accounting

principle.......... ares (10,535) {68,194) - (160}
Extraordinary loss on

retirement of debt..... {45,681) (19, 709} -—
Loss before cumulative

effaect of change in .

accounting principle... {56,216} (87, 903) (160)
Cumulative effect of

change in accounting
‘principle, net of

income tax benefit of - -

81,400 .0 icvnunnacennns {14, 710) - -
Net 108BS........ (70, 926) (87,903} {160)
Preferred stock

dividends........... (66,642} {12,681} {12,690)
Redemption of preferred o -

BLOCK. i e vt rnsersennn . - {34, 140) --
Net 1oss applicable to

common shareholders.... $ {137,568} s {134,724) ] (12,850)

SN IR TR oy e eyt oy oy o33 1L -4 5% %4
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Net Loss Per Common
Share:

Loss applicable to
common shareholders
before extraordinary
item and cumulative
effect of change in
accounting principle

Basic and diluted.......

Extraordinary item
Basic and diluted.......

Cumulative effect of
change in accounting
principle

Basic and dilured.......

Net loss applicable to
common shareholders
Basic and diluted.......

Shares used in computing
basic and diluted loss
Per ShaXe€...c.vvevennas

Operating Data:

Cash from cperating
activities.............
Cash used for investing
activities......cc..n
Cash from fimancing
activities.............

Adjusted EBITDA ........

§ {0.15)
] (0.09)
$ (0.03)
2R TSRy
8 (0.27)
502,400,851
-1 23] 888’:.
4 506,084
(4,009,977)
4,330,798

$ 708,181
28
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$ (0.32)
$ (0.08)
$ -

$ {0.38)

158,735,340

$ 208,727
{430, 697)
1,027,110

$ 364,948

$ {0.04)
$ -
] —
$ {0.04)

325,773,934

EL LT Ty 1

$ 5,121
(428,743}
425,075

$ 343,233
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December 31,
1999 1998 1597
{In thousands)
Balance sheet data:
Current assets including cash and cash
equivalents and restricted cash and cash

equivalents. ... it ettt it et e $ 2,946,533 § 976,615 § 27,744
Long term restricted cash and cash

equivalents.,.c.ocivrnneanerinann Cieeereaan 138,118 367,600 -
Long term accounts recezvable ............... 52,052 - 43,315 -
Capacity available for sale. Crreeraasaeen -- 574,849 --
Property and equipment BEE .hvvinrvenanaans 6,026,053 433,707 518,519
Other asgetsS. ... .ot iie i ncnacnnannns 661,442 65,757 25,5934
Investment in and advances to/from :

affiliates, net..... Shes s s e swaseasaanans 323,960 177,334 -
Goodwill and intangibles, net......cccveuune 9,557,422 - -
TTOtAl @88eL8. . a ittt $19,705,580 $2,6339,177 8§572,197~
Current liabilities.........oioviunenn weses. $ 1,852,593 § 256,265 § 90,817
Long term debt.......... CiserEasesenas el 5,018,544 1,066,093 312,325
Peferred revenUe......ccvreenusscnanascasess 383,287 25,328 .-
Deferred credits and other..... . vivemeenans T 796,608 34,174 3,009
Total Liabilities. .. oovneicanarvencenonannnn 8,051,030 1,381,857 406,151
Minority intexrest...vieericnrorrarannsanncnn 351,338 - -
Mandatorily redeemable and cumulative

convertible preferred stock ....caivveicinnnn - 2,084,697 483,000 91,525
Shareholders' equity

Commorn SEOCK. .. it inssronsananssnssna PR 7.992 4,328 3,258
Treasury StoCK....smcenvsnee e e e (209,415) {209,415) -
Other shareholders' equity......v.c.u. rene 9,578,927 1,067,470 71,023
Accumulated deficit........._..............' {158,989) {88,083} {160)
Total shareholders' equity...vivvereseracsns 9,218,515 774,320 74,121

Total liabilities and shareholders' equity.. $19,705,580 $2,639,177 §572,197

s Re WM Mo

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
Accounting Mattexs

During the third and fourth quarters of 1993, changes in the business
activities of the Company, together with a newly effective accounting
standard, caused the Company to modify certain of its practices regarding
recognition of revemue and costs related to sales of capacity. None of the
accounting practices described below affect the cash flows of the Company.

As a result of Financial Accounting Standards Board (FASB) Interpretation
No. 43, "Real Estate Sales, an interpretation of FASB Statement No. 66" (FIN
43), which became effective July 1, 1999, revenue from terrestrial circuits
sold after that date has been accounted for as operating leases and amortized
over the terms of the related contracts. Previcusly, these sales had been
recognized as current revenue upon activation of the clrcuits. This .deferral
in revenue recognition has no impact on cash flow.

with the comsummation of the Frontier acquisition on September 28, 1999,
service offerings became a significant scurce of revenue. Consequently, the
Company initiated sexvice contract accounting for its subsea systems during
the fourth quarter, because the Company, since that date, no longer holds
subsea capacity exclusively for sale. As a result, since the beginning of the
fourth quarter, investments in both subsea-and terrestrial systems have been
depreciated over their remaining economic lives, and revenue related to
service contracts have been recognized over the terms of-the contracts.
Revenue and costs related to the sale of subsea circuits have been recognized
upon activation if the criteria of sales-type lease accounting have been
satisfied with respect to those circuits. -

During the fourth quarter, the Company's global network sexrvice capabilities
were significantly expanded by the activation of several previouskry-announced
systems, and by the integration of other networks obtained through acquisition
and joint venture agreements. With this network expansion, the Company began
cffering its
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customers flexible bandwidech products to multiple destinations, which makes
the historical practice of fixed, point-to-point routing of traffic and
restoration capacity both impractical and inefficient. To ensure the required
network flexibility, the Company is modifying its standard capacity purchase
agreement forms and its network management in a manner that will preclude the
use of sales-type lease accounting.

Because of these contract changes, and the network management required to
meet customer demands for flexible bandwidth, multiple destinations, and
system performance, the Company anticipates that most of the contracts for
subsea circuits entered into after January 1, 2000 will be part of a service
offering, and therefore will not meet the criteria of sales-type lease

accounting and will be accounted for as operating leases. Comsequently,

revenue related to those circuits will be deferred and amortized over the
appropriate term of the contract. In certain circumstances, should a contract
meet all of the requirements of sales-type lease accounting, revenue will be
recognized without deferral upon payment and activation.

The Company notes that accounting practice and authoritative guidance
regarding the applicability of sales-type lease accounting to the sale of
capacity is still evolving. Based on the accounting practices described above,
the Company believes that additional changes, if any, in accounting practice
or authoritative guidance affecting sales of capacity would have little or no
impact on its results of operations.

Results of Operations for the Years Ended Deceuber 31, 1999 and December 31,
1998 - ,

HISTORICAL

In 1999, the Company completed its merger with Frontier and its acquisitions
of Global Marine Systems and Racal Telecom. Results for 13599 include
operations of Global Marine Systems from July 2, 1999, Frontier from October
1, 1899 and Racal Telecom from November 24, 1999. Due to these transactions,
the comparability of the Company's results of operations for the years ended
December 31, 1559 and 1958 is limited.

Revenue. Revenue for 1999 increased 296% to $1,665 million as compared to
$420 million for 1598. The increase in revenue is attributable to the Frontier
merger and the acquisitions of Global Marine Systems and Racal Telecom, as
well as growth from our existing business.

Cost of sales. Cost of sales during 1999 was $850 million (51% of revenue)
compared to $178 million (43% of revenue) in 1998. This increase is primarily
attributable to the Frontier merger and the Glcbal Marine Bystems and Racal
Telecom acquisitions. Lower margins are partially due to lower prices of
capacity sold to customers and wholesale cost of capacity purchased from
unconsclidated joint ventures (GAL and PC-1), the Company's profit on which is
included in equity in income of affiliates.

Non-cash cost of undersea capacity sold was $292 million and $141 milliom
during the years ended December 31, 1993 and 1998, respectively. For 1338 and
the first nine menths of the year ended December 31, 1959, the Company
calculated costs of undersea capacity sold for AC-1 based on the ratic of the
periocd's actual revenue to total expected future revenues given a minimum
projected sales capacity of 1024 circuits (512 circuits in 1998) times the
construction cost of the system. Beginning in the fourth quarter of 1959, the
Company began to depreciate its undersea capacity and calculate cost of sales
based on the estimated net book value of the circuit at the time of sale.

Operations, administration and maintenance ("CA&M¥*)}. QAsM for the year ended
December 31, 1999 was $133 million (8% of revenue), compared to %15 million
(4% of revenue) for the year ended December 31, 1998. The increase is
primarily the result of costs incurred in connection with the development of
the Global Network Operations Center, expansion of the Global Crossing Network
and the expenses of acquired companies. )

Sales and marketing. Sales and marketing costs for the year ended Decembex
31, 1999 were $149 million .{39% of revenue), compared to 526 million (6% of
revenue) for the year ended December 31, 1998. The increase is primarily
attributable to additions in headcount, occupancy costs, plus marketing costs,
commissions paid and other prowmotional expenses to support the Company's rapid
growth and the expenses of acquired companies.
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Network development. Network development costs for the year ended December
31, 1939 were §26 million (2% of revenue), compared to $11 million (3% of
revenue) for the year ended December 31, 1898. The increase is primarily
attributable to the additional salaries, employee benefits, travel and
professional fees associated with the construction of the Global Crossing
Network. :

General and administrative. General and administrative expenses for the year
ended December 31, 1999 were $210 million {13% of revenue), compared to $26
million (6% of revenue) for the year ended December 31, 1%98. Such charges are
comprised principally of salaries, employee benefits and recruiting fees
reflecting the Company's staffing for multiple systems, travel, professional
fees, insurance costs and occupancy costs. The increase in general and
administrative expenses is primarily attributable to the Frontier merger and
the acqguisitions of Global Marine Systems and Racal Telecom.

Stock related expense. Stock related expenses for the year ended December v
31, 1999 were $51 million (3% of revenue), which increased by $12 million from
$39 million (9% of revenue) for the year ended December 31, 1338. The increase
is due to the addition of employees granted in-the-money options.

Depreciation and amortization. Depreciation and amortization for the year
ended December 31, 1999 was $124 million (8% as a percentage of revenue)},
compared to $.54 million for the year ended December 31, 1938. This increase
was driven by charges from the newly acquired companies and depreciation of
subsea systems as of October 1, 1989.

Goodwlll amortization. Goodwill amortization for the year ended December 31,
19995 of $128 million (8% of revenue) reaulted from the Company's merger with
Frontier and acquisitions of Global Marine Systems and Racal Telecom during
the year ended Decemberxr 31, 1999, There was no goodwill amortization for the
year ended December 31, 19398.

Operating loss. The Company incurred an operating loss for the year ended
December 31, 1999 of $7 million, compared to a loss of $20 million {5% of
revenue} for the year ended December 31, 1998.

Interest income and Interest expense. Interest income for the year ended
December 21, 1999 was $67 million, compared to $30 million for the year ended
December 31, 1998. The increase is due to earnings on investments of funds
from financings and operations for the year ended Decewber 31 1999. Interest
expense for the year ended December 31, 193% was $139 million, compared to $43
million for the year ended December 31, 1598, due to the merger with Frontier
and the acquisitions of Global Marine Systems and Racal Telecom and increases
in debt outstanding to support capital spending.

Other income, net. Other income, net for the year ended December 31, 1999
resulted primarily f£rom a $210 million payment by US West, Inc. in connection
with the termination of its merger agreement with the Company, less related
expenses. -

Provision for income taxes. The income tax provision of $127 million and $33
million for the years ended December 31, 1999 and 1998, respectively, provide
for taxes on profits earned from telecommunications services, installation and
maintenance services, ILEC sexvices and other income where subsidiaries of the
Company have a presence in taxable jurisdictions.

Extraordinary loss from retirement of debt. Extraordinary loss from
retirement of debt of $46 million for the year ended December 31, 13999
compared to $20 million for the year ended December 31, 1998. During 1599, we
recognized an extracrdinary loss of $15 million in connection with the
prepayment of existing debt in connection with the issuance of our $3 billioen
Senior Secured Credit Facility and an additional $31 million for the early
extinguishment of $2 billion, in principal value, under the Senior Secured
Credit Facility. During 1938, we recognized an extraordinary loss of $20
million in connection with the repurchase of GTH's outstanding senior notes
("&TH Senior Notes"), comprising a premium of $10 million -and a write-off of
$10 million of unamortized deferrad financing costs.

3 -
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Cumulative effect of change in accounting principle. The Company adopted
Statement of Position 98-5 (SOP 98-5), "Reporting on the Cost of Start-Up
Activities," issued by the American Institute of Certified Public Accountants,
during the year ended December 31, 1999. S0P 98-5 regquires that certain start-
up expenditures previously capitalized during system development must now he
expensed. The Company incurred a cone-time charge during the first guarter of
$15 million, net of tax benefit, that represents start-up costs incurred and
capitalized during previous pericds.

Net loss. During the year ended December 31, 1999, the Company reported a
net loss of $71 million compared to a net loss of $88 million for the prior.
year.

Net loss applicable toc common shareholders. During the years ended December
31, 1289 and 1998, the Company reported a net loss applicable to common
shareholders of $138 million and $135 million, respectively.

Adjusted EBITDA. Adjusted EBITDA of $708 million in 1999 increased 94% from-
$365 million for the year ended December 31, 1258. The increase is primarily
due to -the inclusion of Frontier, Global Marine Systems and Racal as well as
growth from our existing businesses for the year ended December 31, 1353.
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PRO FORMA

This section of Management's Discussion and Analysis of Financial Condition
and Results of Operations focuses on pro forma information for the periods
covered giving effect to the acquisitions from the beginning of each period.
The Company's management believes that the pro forma results provide the most
meaningful comparability among periods presented, since historical results
reflect full-company operations only after the close of the Frontier merger
and the acguisitions of Racal Telecom and Global Marine Systems. However, the
pro forma data are not necessarily indicative of the results that would have
been achieved had such transactions actually occurred at the beginning of each
period, nor are they necessarily indicative of the Company's future results.

"The following reflects the pro forma results of operations for the years
ended December 31, 1933 and 1998.

For the year ended
December 31,

- - - -

{In thousands)

REVENUE:
Telecommunications services ............ e sev. $3,071,553 $2,591,066
Installation and maintenance services............. - 334,153 322,019
Incumbent local exchange carrier services........ aenn 728,231 701,835
Corporate and obther. ... .cvueinrvannnnncncncnnn e 4,960 28,503
4,13%,897 3,643,521
EXPENSES:
COperating, selling, general and administrative....... 3,433,024 2,807,671
Stock related eXpeNSe. ... ..ttt ittt 51,308 33,374
Deprecilation and amortization.......ccviiveervannann . 363,427 262,847
Goodwill amortization.... ... viveeicnaans eereenan . 506,928 506,928
Termination of Advisory Services Agreement........... - 135,669
4,354,685 3,756,489
OPERATING LOSS. ... iivornnceannnrn ceneeea sasseanerrrrans {214,788) {112,968}
EQUITY IN LOSS OF AFFILIATES Cesesestranramnnsarr s (747) {21,180}
MINORITY INTEREST. ccnavmenoananan Crsereteae e (1,338) -
OTHER INCOME (EXPENSE):
Interest InCOME. .. cieennrececsraanernonnna essmasean 76,528 42,877
Interest expense..... st Ceeerenenan P {345, 956) (283,984)
Other income, net......... e nees e vese e 178,931 23,641

LOSS BEFORE PROVISION FOR INCOME TAXES, EXTRAORDINARY
ITEM AND CUMULATIVE EFFECT OF CHBANGE IN ACCOUNTING

PRINCIPLE....cv. cevwaamaneeann crresas s ana ewarere e . (307,370) (351,614)
Provision for income taxes.......ccvevuns vt e (155,174) (123,268)
LOSS BEFORE EXTRAORDINARY ITEM AND CUMULATIVE EFFECT CF -
CHANGE IN ACCOUNTING PRINCIPLE. .. vt irveneoans PN (462,544) {474,882)
Preferred stock dividends ......... it eeeceanrenaren (82,171) {38,181)

- - P T

LOSS APPLICABLE TC COMMON SHAREHOLDERS BEFORE
EXTRAORDINARY ITEM AND COMULATIVE EFFECT OF CHANGE IN

ACCOUNTING BRINCIPLE............. ST .. § (554,715) § (513,063)
. -3 2-F-X © f -3-%- 3 TS A TR K
Adjusted EBITDA.......... f e eatraer et et ey $1,150,644 51,071,968
- -5 3F-3 32 N S SR S I IS
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Pro forma revenue--Telecommunications services. Pro forma revenue for the
telecommunications services segment for the years ended December 31, 1539 and
1998 resulted from sales of the following products:

For the year ended
December 31,

1999 1998
{In thousgands, except
minutes}
PRODUCT REVENUE:

Switched Voice........ovvvun. L e s s seev e § 1,386,124 $ 1,415,088
CLEC (local and LD)..... T N 223,021 153,109
Total Business Voice Products..... Cemeserereneaenan © 1,609,145 1,569,197
7= - esessusrrmnanssansan ‘e 1,274,689 782, 087
Consumer long distance........ ersraereaaeas eereaans 187,719 239,782
TOTAL PRODUCT REVENUE.....0veenen fe et an e cesveasns $ 3,071;553 § 2,591,086

MRS SETRERTE O A IR e TR

MINUTES. .. vvvecevmannnnns Persrrerarac e reeesaeorseens 20,472,178 14,481,697

DR BB TICEL I MM W2 I

In North America, data products continued to grow at triple digit rates--
data product revenue (primarily private line) from telecommunication carrier
customers grew 588% for the full year. Frame relay revenue, sales from
dedicated internet and web hosting revenue increased 304%, 159% and 187%,
reaspectively, over the prior year. Competitive Local Exchange Carrier (CLEC}
revenue increased 46% year- on-year.

Revenue from telecommunication commercial customers increased to $1.27
billion for the year ended December 31, 1999 from $1.26 billion for the year
ended December 31, 1958. Revenue from telecommunication consumer customers
fell to $188 million for the year ended December 31, 1999 from $240 million
for the year ended December 31, 1998. Revenue from telecommunication carrier
customers experienced a 48% increase in revenue year-on-year, from $1.08
billion to $1.61 billiom, driven by strong growth in intermatiocmal city to
city circuit activations and an 87% increase in wholesale minutes sold on a
year-on-year basis. .

Pro forma revenue--Installation and waintenance services. Pro forma revenue
increased by 4% year-on-year, despite delays in the installation of TAT-14 and
U.S.-Japan cables, which had been scheduled for installation during the fourth
quarter of 1999. Global Marine Systems added three ships to their fleet during
the year to service the Company's growth in subsea cable installations.
Revenue from maintenance increased from $117 million to $139 wmillion, while
revenue from installation decreased from $205 million to $1925 million.

Pro forma revenue--ILEC services. The following table provides supplemental
pro forma detail for the ILEC segment:

December
31,
1999 1598
- , {In
thousands)
ACCESS LINES:
Commercial.....onveneenn Seeteteitasmrstasecassrananen s Cesae e 335 327
CONGUMET + 4 v s s v sasssosmsennsonsamusiontocesnnnnnn teessans e 737 718
TOTAL ACCESS LINES....vcvivaevasesacnnncan ettt esnaranesnacareetracane 1,072 1,045

The ILEC segment continued to exceed service metrics required by the New
York State Public Sexvice Commission. Revenue increased by, 4% year-on-year.
Market deployment of the consumer ADSL product, Lightning Link, was initiated
in selected markets in the fourth quarter.

Operating, selling, general and adminxstrative Operating, selling, general
and administrative expenses of $3,433 million for the year ended December 31,
1999 increased by 22% from $2,808 million for the year ended December 31,
1998. This change resulted from costs of new systems being activated, cost of
sales relating to increased revenues, occupancy costs, marketing costs,
commissions paid and overall Company growth and staffing for multiple systems.
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Non-cash cost of undersea capacity.sold, included in operating, selling,
general and administrative expenses, was §292 million and $141 million during
the years ended December 31, 1999 and 1958, respectively. For 1398 and the
first nine months of 1999, the Company calculated costs of undersea capacity
sold based on the ratio of the period's actual revenue to total expected
future revenues given a minimum projected sales capacity multiplied by the
construction cost of the system. Beginning in the fourth quarter of 1999, the
Company began to depreciate the undersea capacity and calculate cost.-of sales
based on the estimated net book value of the circuit at the time of sale.

Stock related expense. Stock related expense of $51 million for the year
ended December 31, 1999, increased 30% from $39% million for the year ended
December 31, 1998 as a result of additiocnal stock options issued below fair
market value.

Depreciation and amortization. Depreciation and amortization of $363 million
for the year ended December 31, 1999 increased 38% from $263 million for the :
year ended December 31, 1998. This increase was primarily due to the
depreciation of subsea and terrestrial systems during 1959.

COperating loss. The Company incurred an operating loss for the year ended
December 31, 1999 of $215 million compared to a loss of $113 wmillion for the
year ended December 31, 1598.

Bquity in loss of affiliates. Equity in loss of affiliates of $0.7 million
for the year ended December 31, 1999 compared to a loss of $21 million for the
year ended December 31, 19%8. The decrease in the net loss is primarily due to
sales of capacity on certain segments of PC-1 which became available for sale
in 1999.

Interest income and Interest expensge. Interest income of $77 million for the
year ended December 31, 1999 compared to $43 million for the year ended
December 31, 1998, due to earnings on investments of additional funds from
financings and operations during the year ended December 31, 1599. Interest
expense of $346 million for the year ended December 31, 1999 compared to
interest expense of §284 million for the year ended December 31, 1998, due to
the merger with Frontier and the acquisition of Global Marine Systems and
Racal Telecom and increases in debt outstanding to support capital spending.

Other income, net. Other income of $173 million for the year ended December
31, 1999 compared to $24 million for the year ended December 31, 1998. The
increase is primarily a result of the receipt of a $210 million payment by US
West, In¢. in conmnection with the termination of its merger agreement with the
Company, less related expenses.

Provision for income taxes. The income tax provision of $155 million and
$123 million for the years ended December 31, 1999 and 1998, respectively,
provides for taxes on profits earned from telecommunications sexrvices,
installation and maintenance, ILEC Services and other income where
subsidiaries of the Company have -a presence in taxable jurisdictions.

Preferred stock dividends. Preferred stock dividends of $52 million for the
yvear ended December 31, 1999 compared to $38 wmillion in 1998. The increase was
attributable to payment of dividends on $1.5 billion of preferred shares
issued duxing the year ended December 31, 1999.

Adjusted EBITDA. Adjusted EBITDA of $1,151 million for the years ended
December 31, 1999 increased 7% from $1,072 in 1998. The increase was primarily
due to increased capacity sales and other data products, partially off-set by
the Company's increased spending to augment its sales force, add network and
web hosting capacity, add to its fleet of installation and maintenance
végsels, activate new fiber optic systems, and consummate and integrate its
acquisitions.

- -
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Historical Results of Operations for the Year Ended December 31, 1598 and the
Periocd from March 19, 1997 (Date of Inception} to December 31, 19397

Revenue. During the year ended December 31, 1998, the Company executed firm
commitments to sell capacity on our systems plus the sale of dark fiber on PEC
totaling $9211 million. Of this amount, the Company recognized revenue of $418
million on sales of capacity relating to AC-1 for the year ended December 31,
1998, in addition to revenue from operations and maintenance services of $6
million. .

Cost of sales. For the year ended December 31, 1998, the Company recognized
5$178 million in cost of capacity sold, resulting in a gross margin on capacity
sales of 57%. Cost of capacity sold for the year ended December 31, 1998 also
includes $38 million relating to terrestrial capacity sold which the Company
had purchased from third parties. The Company calculated undersea cost of
capacity sold for AC-1 based on the ratio of the period's actual revenue to
total expected revenue, assuming minimum projected sales capacity of 512
circuits, multiplied by the construction cost of the system. This calculation
of cost of sales matches costs with the relative value of each sale. There
were no sales or related costs recognized during the period from March 19,
1397 (Date of Inception) to December 31, 1937, as the Company was in our
development stage.

Cperations, administration and maintenance ("OA&M"}. The Company incurred
OA&M coats of $18 million during the year snded December 31, 1998. The Company
entered into an agreement with TSSL relating to operations, administration and
maintenance of AC-1l, which limits our total OA&M expense for the system. The
Company anticipates that our OA&M costs will be largely recovered through
charges to our customers under the terms of CPAs. There were no OA&EM costs
during the period from March 19, 1997 (Date of Inception} to December 31,
1997, as the Company was in its development stage.

Sales and marketing. During the year ended December 31, 1998, the Company
incurred sales and marketing expenses of $26 million, including selling
commissions of $20 million incurred on capacity sales recognized during this
peried. During the pericd from March 19, 1997 (Date of Inception) to December
31, 1997, the Company incurred sales and marketing costs of approximately $1
million. The increase from 1997 was due to additions in personnel and
cccupancy costs, plus marketing, commissions paid and other promoticnal
expenses to support our rapid growth.

Network development, The Company incurred network develcpment costs during
the year ended December 31, 1998 of $11 million relating to the development of
systems. During the period from March 19, 1997 (Date of Inception) to December
31, 1897, these costs were $0.1 million. The increase from 1997 was due to
additional personnel, and costs to explore new projects.

General and administrative. General and administrative expenses totaled $26
million during the year ended December 31, 1998 and were comprised principally
of salaries, employee benefits and recruiting fees for astaffing of multiple
systems, travel, insurance costs and rent expenses, plus depreciation and
amortization. During the period from March 19, 1997 (Date of Inception) to
December 31, 1997, we incurred general and administrative costs of $2 million.

Termination of Advisory Services Agreement with PCG Telecom Services LLC. In
connection with the development and construction of AC-1, the Company entered
into an Advisory Services Agreement with PCG Telecom Services LLC, an
affiliate, providing for the payment by us of an advisory fee of 2% of the
gross revenue of ACL over a 25 year texm. Our Board of Directors also approved
similar advisory fees and authorized us to enter into similar agreements with
respect to other cable systems under development by us. The Company has
acquired the rights of the persons entitled to the fees payable under these
agreements in consideration for the issuance to such perscns of shares of cur
common stock, which had at the time of issuance an aggregate value of $135
milliog, and the cancellation of approximately $3 million owed to us under a
related advance agreement. In addition, the Company recognized approximately
$2 million of advisory fees incurred prior to termination of the contract.-

6
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Stock related expense. Through December 31, 1998, the Company recorded as a
charge to paid-in capital $94 million of unearned ccmpensation relating to
awards under our stock incentive plan plus the grant of certain economic
rights and options to purchase common stock granted to a senior executive. The
unearned compensation is being recognized as an expense over the vesting
periocd of these options and economic rights.

For the year ended December 31, 1998, the Company recognized as an expense
$31 million of stock related compensation relating to our stock incentive plan
and $6 million for the vested economic rights to purchase common stock and $2
million in respect of shares of common stock issued during the year. The
remaining $57 million of unearmed compensation will be recognized as follows:
$28 million in 1999, $21 million in 2000 and $8 million in 2001. Our stock
incentive plan commenced in January 1998, and therefore no issuances were made
during the period from March 19, 1997 {Date of Inception) to December 31,
1997,

Equity in loss of affiliates. During 1998, the Company entered into joint
venture agreements to construct and operate PC-1 and GAL. PC-1 is owned and
operated by PCL. The Company has an economic interest in PCL represented by a
50% direct voting interest and, through one of the joint venture partners, a
further 8% economic non-voting interest. The Company has a 49% interest in
Glocbal Access Ltd., which operates GAL. Cur equity in the loss of PC-1 for the
year ended December 31, 1398 was $3 million.

Interest income. The Company reported interest income of $30 million during
the year ended December 31, 1998 and $3 million during the period from March
19, 1997 (Date of Inception) to December 31, 1997. Such interest income
represents earnings on cash raised from finaficing, the IPO, the ilssuance of
the GCH Preferred Stock, cperations and CPA deposits.

Interest expense. During the year ended December 31, 1998, the Company
incurred $93 million in interest costs, including the amortization of finance
costs and debt discount. Of this amount, the Company capitalized to
construction in progress interest of $50 million and expensed $43 million.
During the period from March 19, 1997 (Date of Inception) to December 31,
1997, the Company incurred interest expense of $10 million, which was
capitalized to construction in progress.

Provision for income taxes. The income tax provision of $33 million for the
year ended December 31, 1598 provides for taxes on profits earned from
capacity sales and OA&M revenue where our subsidiaries have a presence in
taxable jurisdictions. During the period from March 19, 1997 (Date of
Inception) to December 31, 1997, the Company incurred operating losses, which
relate to non-taxable jurisdictions and therefore cannot be applied against
future taxable earmings. Accordingly, no tax provision or deferred tax benefit
was recorded as of December 31, 1997,

Extraordinary item. During May 1998, the Company recognized an extraordinaxy
loss of $20 million in comnection with the repurchase of GTH's cutstanding ;
senior notes {(*GTH Senior Notes®), comprising a premium of $10 million and a
write-off of $10 million of unamortized deferred financing costs.

Net loss. The Company incurred a net loss of $88 million for the year ended
December 31, 1998, compared to a net loss of $0.2 million in the period from
March 19, 1997 (Date of Inception) to December 31, 1997. The net loss for the
year ended December 31, 1998 reflects an extraordinary loss on retirement of
the GTH Senicx Notes of $20 million and a non-recurring charge of $140 million
relating to the termination of the Advisory Services Agreement. Our net income
before these items was $72 million.

Preferred stock dividends. During the year ended December 31, 1998, the
Company recorded preferred stock dividends of approximately $13 million.
Preferred stock dividends for the period from March 19, 1997 (Date of
Inception) to December 31, 1997 were 513 million. Of the $13 million recoxded
in 1998, $4 million relates to the GCH Preferred Stock-issued during December
1998.

Redemption of preferred stock. The redemption of GTH's outstanding preferred
stock ("GTH Preferred Stock™) occurred in June 19398 and resulted in a $34
million charge against equity. This amount was comprised

w v
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of a $16 million redemption premium and a write-off of $18 million of
unamortized discount and issuance costs. The redemption premium and write-off
of unamertized discount and issuance costs are treated as a deduction to
arrive at net loss applicable to common shareholders in the consolidated
statements of operations.

Net loss applicable to common shareholders. During the year ended Decembex
31, 1998, the Company reported a net loss applicable to common shareholders of
$135 million. This loss reflects preferred stock dividends of $13 millicn and
the redemption cost of GTH Preferred Stock of $34 million. During the period
from March 19, 1997 (Date of Inception) to December 31, 1997, the Company
incurred a net loss applicable to common shareholders of $13 million after GTH
Preferred Stock dividends of $13 million.

Liquidity and Capital Resources

'~ On December 15, 1999, Global Crossing issued $650 million aggregate
liquidation preference of 7% cumulative convertible preferred stock. The
preferred stock 1s convertible into common stock of Global Crossing based upon -
a conversion price of $53.25 per share,

On November 24, 1999, the Company entered into a GBP 675 million
{approximately $1,091 million as of December 31, 1999) credit facility to
finance the acquisition of Racal Telecom. As of December 31, 1999, the Company
had an outstanding balance of $646 million under the Racal Term Loan A.

On November 12, 1999, Glcbal Crossing Holdings Ltd. issued $1.1 billion in
aggregate principal amount of its 9 1/2% Senior Notes Due 2009, and $0.9
billion in aggregate principal amount of its 9 1/8% Senior Notes Due 2006. The
proceeds were partially used to pay down the term loans under the Company's
Corporate Credit Facility.

On November 5, 1999, Glchal Crossing issued $1.0 billion aggregate
liquidation preference of § 3/8% cumulative convertible preferred stock. The
preferred stock is convertible inte commen stock of Global Cr0551ng based upon
a conversion price of $45.00 per share.

on July 2, 1999, Global Crossing entered into a $3 billion seniocr secured
corporate credit facility with a group of several lenders and The Chase
Manhattan Bank as administrative agent. The initial proceeds under the
facility were used to refinance outstanding balances under the AC-1 and MAC
project finance facilities, to refinance balances under a vendor financing
arrangement with Lucent, tc refinance debt used for the purchase of the Global
Marine business from Cable and Wireless and for general corporate purposes. As
of December 31, 1999, the Company had a remaining available balance of $308
million under the senior secured corporate credit facility. In connection with
the issuance of the Senior Notes Due 2006 and the Senior Notes Due 2009, a
portion of the proceeds were used tc pay down the term loans under the
Corporate Credit Facility.

Global Crossing initially financed the approximately $908 million Glcbal »
Marine Systems acquisition, which was completed in July 1898, with
approximately $600 million in committed bapnk finmancing and the remainder with
cash on hand. This initial indebtedness was refinanced through borrowings
under Global Crossing's senior secured corporate credit facility.

After giving effect to the financings listed above, as of December 31, 1999,
the Company had $1,865 million of both restricted and unrestricted cash and
cash equivalents. As of December 31, 1999, the Company had $8,051 million of
total liabilities, including $5,056 million in senior indebtednesa, of which
$1,295 million was secured. As of such date, Global Crossing Ltd. additiocnally
had outstanding cumulative convertible preferred stock with a face value of
$1,650 million. Qur subsidiary, Global Crossing Holdings, alsc has mandatorily
redeemable preferred stock outstanding with a face value of $500 wmillion. In
additign, ocur unconsclidated Pacific Crossing joint venture entered into an
$850 million non-recourse credit facility, under which-it had incurred $750
millicn of indebtedness as of December 31, 1999.

8lobal Crossing estimates the remaining total cost of developing and
deploying the announced systems on the Global Crossing Network to be
approximately $5 billion, excluding costs of potential future upgrades and
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the amounts capitalized with respect to warrants issued in exchange for the
rights to construct MAC and PAC. Financing toc complete the Glcbal Crossing
Network is expected to be cbtained from common stock, preferred stock, bank
financing or through other corporate financing. Some of this financing is
expected to be incurred by wholly-cwned subsidiaries or joint venture
companies, as well as by GCL.

The Company has extended limited amounts of financing to customers in
connection with certain capacity sales. The financing terms provide for
installment payments of up to four years. The Company believes that its
extension of financing to its customers will not have a material effect on the
Company's liquidity.

Cash provided by operating activities was $506 million and $209 million for
the years ended December 31, 1999 and 1598, respectively. The balances
principally represent cash received from capacity sales, and interest income
received, less sales and marketing, network development, general and
administrative and interest expenses paid.

" Cash used in investing activities was $4,010 million and $431 million for
the years ended December 31, 1999 and 1998, respectively, and represents cash
paid for construction in progress, acquisitions (net of cash acqulred),
purchases of property, plant and equipment and cash investments in affiliates.

Cash provided by financing activities was §4,331 million for the year ended
December 31, 1999 and primarily represents borrowings under the senior secured
corporate facility, issuance of senior notes and proceeds from the issuance of
preferred stock, partially offset by repayments of borrowings under long term
debt. Cash provided by financing activities was $1,027 million for the yesar
ended December 31, 1998 and primarily relates to proceeds from borrowings
under the AC-1 and MAC Credit Facilities, proceeds from the issuance of GCH
Senior Notes, the GCH Preferred Stock and our IFC, less amounts paid for
finance and organization costs, the issuance of common preferred stock, the
repayment of long term debt, the redemption of the GTH Preferred Stock, the
retirement of the GTH Senior Notes and the increase in amounts held in
restricted cash and cash equivalents.

Glcbal Crossing has a substantial amount of indebtedness. Based upon the
current level of operationsg, management believes that the Company's cash flows
from operations, together with available borrowings under its credit facility,
and its continued ability to raise capital, will be adequate tc meet the
Company's anticipated regquirements for working capital, capital expenditures,
acquigitions and other discretionary investments, interest payments and
scheduled principal payments for the foreseeable future. There can be no
assurance, however, that the Company's business will continue to generate cash
flow at or above current levels or that currently anticipated improvements
will be achieved. If the Company is unable to generate sufficilent cash flow
and raise capital to service the Company's debt, the Company may be required
to reduce capital expenditures, refinance all or a portion of its existing
debt or obtain additiocnal financing.

Inflation

Management does not believe that its business is impacted by inflation to a
significantly different extent than the general economy.

Year 2000 Compliance

Prior to December 31, 1999, the Company took all actions that it believed to
be necessary to insure that its business operations would be Year 2000 ("Y2K")
compliant. In particular, the Company established a Y2K compliance task force,
reviewed the status of the Company's systems, submitted information requests
to third party service providers, received assurances regarding Y2K compliance
from its major suppliers and developed contingency plans to address any
potential Y2K compliance failure. The Cowpany expended approximately $40
million on a pro forma basis through December 31, 19%9-on its Y2K readiness
efforts, principally relating to remediation efforts made in the businesses
operated by Frontier Corporationm.
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The Company did not experience any significant malfunctions or errors in its
operating or business systems when the date changed from 1995 to 2000. Based
on operations since January 1, 2000, the Company does not expect any
significant impact to its ongoing business as a result of the Y2K issue. In
addition, the Company is not aware of any significant Y2K issues or problems
that may have arisen for its significant customers and suppliers.

Euro Conversion

On January 1, 1999, a single currency called the Euro was introduced in
Europe. Eleven of the fifteen member countries of the Buropean Union agreed to
adopt the Eurc as their common legal currency on that date. Fixed conversion
rates between these countries'’ existing currencies {(legacy currencies} and the
Euro were established as of that date. The legacy currencies are scheduled to
remain legal tender in these participating countriss between January 1, 1899
and January 1, 2002 (not later than July 1, 2002). During this transition
period, parties may settle transactions using either the Euroc or a
participating country's legacy currency.

Transition to the Euro creates a number of issues for the Company. Business
issues that must be addressed include product pricing policies and ensuring
the continuity of business and Financial contracts. Finance and accounting
issues include the conversion of bank accounts and other treasury and cash
management activities. The Company has not yet set conversion dates for
certain of its accounting systems, statutory reporting and tax books, but will
do so during 2000. The financial institutions with which the Company has
relationships have transitioned to the Buro successfully and are issuing
statements in dual currencies. i

The Company continues to address these transition issues and does not expect
the transition to the Euro to have a material effect on the results of
operations or fimancial condition of the Company. The Company does not expect
the cost of system modifications to be material and the Company will continue
to evaluate the impact of the EBuro conversion.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Interest Rate Risk

The table below provides information about our market sensitive financial
instruments and constitutes a "forward-locking statement.® Our major market
risk exposure is changing interest rates. Our policy is to manage interest
rates through use of a combination of fixed and floating rate debt. Interest
rate swaps may be used to adjust interest rate exposures when appropriate,
based upon market conditiona, and the Company does not engage in such
transactions for speculative purposes.

Bxpected maturity dates 2000 2001 3002 2003 2004 Theveafter Total 13/31/1999 12/31/1398
{in thousands)
DEBT

A00F. . vovuvioorsnnonans - - ~- - - $1,100,000 31,100,000 $1,086,937 N/A
Averaga intarest -
rates-«fixed.....vuiu.e ’ 2.5%
9 1/8% Senior Notes due
Q006 ciniuvecintsnvanne - - - - - 300, 000 300,000 889,313 N/a
Average interest
rates--~fixed...i0vvae 3.1
9 5/8% Senior Notes due
2008, 0vvvvacernmnansaes - - . ~ -- - 800,000 800,000 798,000 $834,000
Average intereat ’ - :
ratas-~fined. ... .0oan. . 3.6%
Senior Sscured Revolving . .- .
Credit Facility........ - - - = $648,597 Rt 648,597 648,597 N/A

_ Average interast

rTates--variable....... 1 —
Racal Texrm Loan A....e.» - (a4 ~ .- 97,000 542,130 646,110 648,130 H/A
Average interest
rates--variable....... (2} .o
Medium-Term Notes,
7.581%-9.3%, due 2000 to
2004, cieiiirinrcnaanans -~ §71,500 340,000 - 107,500 - 219,000 213,892 ). 77°%
Average interest
races-~fixed.......... - B.9%¢ 7.5% 5.3% 9.0%
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7 1/4% Senioxr Notea due '
B004.cisvniivaranunnas .- -- -- -~ 300,000 - 100,000 282,320 N/A
Average intarest
raves--fixed...oe0cinn 7.3%

6% Dealer Remarketable
Securities (DRS) due

b3 S - - - - - 200, 000 200,000 187,182 N/A
Average interest
rates--fixed. ... vune (3
OENEL . v e cvunvnnrruns sene  $8,496 949,921 § 3,618 §38,1316 14,188 § 130,50% 242,028 234,926 N/A
Average intersat
rates--fixad....on.un. (4)

DERIVATIVE INSTRUMENTS
Interast xate awap
floating for fixed
Contract nctional

AMCUNE v v cvsnrosacmras - -- - - $300,000 -~ § 200,000 § 206,602 N/Aa
Pixed rata paild by

COUNCEIPATEY «svsnvvnns 7.3%

Ploating rate pald by

GCLuyrunrarsnnnsnsnne ’ (5}

- .- - -

(1) The interest rate is US dollar LIBCOR + 2.25% which was 8.4% as of December
31, 1999. -

{2) The interest rate is British pound LIBOR + 2.5% which was 8.4% as of
December 31, 1599.

{3) The interest rate is fixed at 6.0% until October 2003. At that time, the
remarketing dealer (J.P. Morgan) has the option to remarket the notes at
prevailing interest rates or tender the notes for redemption.

{4) Includes $58,557 of fixed rate debt with interest rates ranging from 2.0%
to 9.0%. $48,460 of floating rate debt with an interest rate of British
pound LIBOR + 2.5%, which was 8.4% as of December 31, 1999.

{5) The interest rate is US dollar LIBOR + 1.26%, which is set in arrears.

Foreign Currency Risk

For those subsidiaries using the U.S. dollar as their functicmal currency,
translation adjustments are recorded in the accompanying condensed
consolidated statements of operations. None of the Company's translation
adjustments were material as of and for the years ended December 31, 1399 and
1938.

For those subsidiaries not using the U.S. Dollar as their functional
currency, assets and liabilities are translated at exchange rates in effect at
the balance sheet date and income and expense accounts at average exchange
rates during the period. Resulting translation adjustments are recorded
directly to a separate component of shareholders' eguity. As of and for the
year ended December 31, 1353, the Company incurred a foreign currency
translation adjustment of $21 million, For the year ended December 31, 1998,
the translation adjustments were immaterial.

Foreign currency forward transactions are used by the Company to hedge
exposure to foreign currency exchange rate fluctuations. The Eurc was the
principal currency hedged by the Company. Changes in the value of forward
foreign exchange contracts, which are designated as hedges of foreign currency
denominated assets and liabilities, are classified in the same mannaer as
changes in the underlying assets and liabilities.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

See the index included on page F-1, Index to Consolidated Financial
Statements and Schedule.

ITEM S. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART IIIX
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth the names, ages and positions of the
directors and executive officers of GCL. The Bye-laws of GCL provide for a
Board of Directors consisting of up to 20 members divided into three classes
with terms of three years each. At the 1999 Annual General Meeting of
Shareholders, Messrs. Brown, Casey, Conway, McDonald and Porter were-slected
Class A Directors with a term expiring in 2000; Messrs. Amnunziata, Cook,
Hippeau, Kert, Lee, Raben and Scanlon were elected Classz B Directors with a
term expiring in 2001; and Messrs. Bloom, Clayton, Kehler, McCorkindale, Steed
and Winnick were elected Class C Directors with a texm expiring in 2002. Mr.
Hindery was appointed a Class A Director by the Hoard effective February 9,
2000. Mr. Fok was appointed a Class A Director by the Board effective Februaxy
28, 2000.

Name Age Position
Gary WionicKk.........0veunn cees B2 Chairman of the Board and Director
Lodwrick M. COOK....vsversennes 71 Co-Chairman of the Board and Dirsctor
Leo J. Hindery, JZ. ...cvvevons 52 Chief Executive Officer and Director;

Chairman and Chief Executive Officer,
GlobalCenter Inc.

Thomas J. Casey....... haseeean 48 Vice Chairman of the Board and Director
David L. Lee..... e araaene 50 President, Chief Operating Officer and
Director
Jogeph P. Clayton........... ++« B0 Director; President, Global Crossing
North America
Jack M. Scanlon.......ceeiennvn 58 Director; Vice Chairman of the Beard,
Asia Glcbal Crossing

Abbott L. BrOWn...seoamseons 11 Senior Vice President and Director
Barry Porter....... P ¥4 Senior Vice President and Director
Dan J. CONrB.eereeennnnn. e 47 Senior Vice President and Chief

Financial Officer
John L. Comparin......ccvevsv... 47 Senlor Vice President, BHuman Resources

James C. Gorton......... P 1: | Senior Vice President and General
Counsel

John A. Scarpati.....cecvvennnn 48 Chief Administrative QOfficer

Robexrt B. Sheh......... visessse 60 Executive Vice President, Construction

and Operations

Edward Mulligan........cinueeun 44 Senior Vice President, Network
Cperaticns

William B. Carter....... ceesan . 55 Pregsident, Global Crossing Development

Co.; Chief Executive Officer, Global
Marine Systems

8. Wallace Dawson, Jr. ........ G54 President, Atlantic Crossing
Robert Annunziata........coc.o... 52 Director

Jay R. Bloom......veonevnn cenes 44 Director
William E. Conway, Jr. ........ 50 Director
Eric Hippeau......ccae0eaane soea 48 Director
Dean C. Kehler.......ccv0nnuwss 43 Director -
Geoffrey J.W. Kent......... eve. 57 ) Director
Canning Fok Kin-ning....... vaes 48 Director
Douglas H. McCorkindale........ &0 Director
James F. McDonald............vn 80 Director
Bruce Raben........ccvann remeen 46 Director
Michael R. Steed....... I - {4 Director
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Gary Winnick-~Mr., Winnick, founder of GCL, has been Chairman of the Board
of GCL since March 1997, Mr. winnick is the founder and has been the Chairman
and Chief Executive Officer of Pacific Capital Group, Inc. ("PCG"), a leading
merchant bank specializing in telecommunications, media and technology, which
has a substantial equity investment in GCL, since 1985.

Lodwrick M. Cook--Mr. Cock has been Co-Chairman of the Board of GCL since
September 1937 and Vice Chairman and Managing Director of PCG since 1997. He
became Chairman of Global Marine Systems, a wholly-owned subsidiary of GCL, in
1999. Prior to jeining PCG, Mr. Cook spent 39 years at Atlantic Richfield Co.,
last serving as Chairman of the Board of Directors from 1586 to 1955, when he
became Chairman Emeritus. Mr.Cock is alsc a member of the Board of Directors
of Castle & Cooke, Inc., Litex, Inc. and 311Notify.com.

Leo J. Hindery, Jrx.--In February 2000, Mr. Hindery wds named CEO of GCL.
Mx. Hindery has been a GCL Director since February 2000 and Chairman and Chief
Executive Officer of GCL's GlobalCenter Inc. subsidiary since December 1999.
Prior thereto, he had been President and Chief Executive Officer of AT&T'as
Broadband and Internet Services division since March 1999. From March 1997
until March 1999, Mr. Hindery was President of Tele-Communications, Inc., a
cable television and programming company. Prior thereto, he was Managing
General Partner of InterMedia Partners, a cable television coperation that he
founded in 1988. :

Thomas J. Casey--Mr. Casey has been Vice Chairman and a Director since
December 1598, after having been appointed Managing Director of GCL in
September 1998. Prior to joining GCL, Mr. Casey was co-head of Merrill Lynch &
Co.'s Global Communications Investment Banking Group for three years. From
1590 to 1995, Mr. Casey was a partner and co-head of the telecommunications
and media group of the law firm of Skadden, Arps, Slate, Meagher and Flom. Mr.
Casey also serves as president of PCG.

David L. Lee~-Mr. Lee has been President and Chlef Operating Officer and a
Director of GCL since March 1997. He has alsc been a managing director of PCG
since 198S.

Jogseph P. Clayton--Mr. Clayton has heen a Director of GCL since September
199%9. He has also served as President, Global Crossing North America since
that time. Mr. Clayton was Vice-Chairman of GCL from September 1959 tc March
2000. Prior to the Merger with Global Crossing, Mr. Clayton was Chief
Bxecutive Officer of Frontier since August 1997 having served as Frontier's
President and Chief Operating Officer from June 1397 to August 1897. Prior
thereto, he was Executive Vice President, Marketing and Sales--Ameéricas and
Asia, Thomson Consumer Electronics, a worldwide leader in the consumer
electrenics industry. '

Jack M. Scanlon~-Mr. Scanlon has been a Director since April 1998 and Vice-
Chairman of Asia Global Crossing since 1999. Mr. Scanlon was Chief Executive
Officer of GCL from April 1998 to March 1999 and Vice Chairman of GCL f£rom
March 1999 to March 2000. Prior to joining GCL, Mr. Scanlon was President and
General Manager of the Cellular Networks and Space Sector of Motorocla Inc. and
had been affiliated with Motorcla Inc. since 193%0.

Abbott L. Brown--Mr. Brown has been a Senior Vice President and a Director
of GCL since 1997. He had been a managing director and Chief Financial Officer
of PCG from 1894 to 1998. From 1990 through 1994, Mr. Brown was Executive Vice
President, Chief Financilal Officer and a member of the board of directors of
Sony Picturea Entertainment, Inc., a subsidiary of Sony Corporation.

Barry Porter--Mr. Porter has been a Sénior Vice President and a director of
GCL since 1397. He has alsc been a managing director of PCG since 1993. Prior
thereto, Mr. Porter had been a Senior Managing Director in the investment
banking department of Bear, Stearns & Co., Inc.

Dan.J. Cohrs~-Mr, Cohrs has been Senior Vice President and Chief Fimancial
Officer of GCUL since May 1998. From 1993 to 1998, Mr. €ohrs was.affiliated
with GTE Corporation, rising to the position of Vice President and Chief
Planning and Develcpment Officer in 1997.

John L. Comparin--Mr. Comparin has been Senior Vice President, Human
Resources of GCL since August 1999. Prior thereto, Mr. Comparin had been
Senior Vice President--Human Resources of ALLTEL Corporation, an information
technology company that provides wireline and wireless comwmunications and
information services.
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James C. Gorton--Mr. Gorton has been Senior Vice President and General
Counsel of GCL since July 1998, and also served as Secretary of GCL from
August 1998 through September 1999. From 1994 to 1998, Mr. Gorton was a
partner in the New York law firm of Simpson Thacher & Bartlett.

John A. Scarpati--Mr. Scarpati was appointed Chief Administrative Officer
of GCL in December 1999. He previously served as Vice President and Chief
Financial Officer at AT&T Business Services Group from 1998 to 1999. Prior
thereto, Mr. Scarpati served since 1984 in various executive officer.positions
for the Teleport Communications Group, including Senior Vice President and
Chief Financial Officer.

Robert B. Sheh--Mr. Sheh has been Executive Vice President, Construction
and Operations since February 1999. From 1992 to 1998, Mr. Sheh served as
President and Chief Executive Officer of International Techmnology Corporation,
an environmental management services firm, and as Chairman and Chief Bxecutive
of Alr & Water Technologies, an environmental management services firm. From
1989 to 1992 Mr. Sheh served as President of The Ralph M. Parsons Company, a
worldwide engineering and construction company. Mr. Sheh held positions of
increasing responsibility at Parsons over a period of 20 years.

Edward Mulligan--Mr. Mulligan joined Global Crossing Ltd. in November 1999
as Senior Vice President for Engineering and Operatioms. In July 1973, Mr.
Mulligan began his career with AT&T. In 1990 he joined Teleport Communications
Group ("TCG") and rose within the organization to head the Product Lines-of-
Business. In 1998 he rejoined AT&T when TCG was acquired by AT&T.

William B. Carter--Mr. Carter has served as President of Global Crossing
Development Co., a subsidiary of GCL since September 1997. Since July 1999, he
has served as CEOC of the Global Marine Systems subsidiary of GCL. Prior to
joining GCL, he was president and chief executive officer of AT&T Submarine
Systems, Inc., overseeing the research and development, planning,
negotiations, engineering, implementation, and integration of their
international cable and satellite facilities. Mr. Carter previously served as
director of international network operations for AT&T.

S. Wallace Dawson, Jr.--Mr. Dawson joined GCL in September 1997 and was
appointed Chief Executive Officer, Atlantic Crossing Ltd. in August 1998. EHe
joined Bell Laboratories in 1968 and subsequently became associated with AT&T
Long Lines, where he was responsible for AT&T Packet Switched Sexrvices and
Data Networking Services. At AT&T Submarine Systems, Inc., he had overall
delivery responsibility for implementation of all submarine cable projects.

Robert Annunziata--Mr. Annunziata, a Director of GCL since March 1999, was
Chief Executive Officer of GCL from February 1999 through March 2000. From
September 1998 to February 1999, Mr. Annunziata was President of AT&T's
business sexvices group, responsible for the AT&T global network. Prior
thereto, Mr. Annunziata was Chairman and Chief Executive Qfficer of the
Teleport Communications Group, a competitive local exchange carrier, from 1383
to 1998.

Jay R. Bloom--Mr. Bloom, a Director of GCL since March 1997, is a managing
director of CIBC World Markets Corp. and co-head of its lLeveraged Finance
Group. In addition, Mr. Bloom is a member of CIBC's U.S. Management Committee;
co-head of CIBC World Markets High Yield Merchant Banking Funds; and a
- managing director of Caravelle Advisors, L.L.C., the investment advisor to
Caravelle Investment Fund, L.L.C., an entity that owns shares of Global
Crossing common stock. Mr. Bloom is also a mahaging director and member of
Trimaran Fund II, L.L.C., Trimaran Fund Management, L.L.C., and Trimaran
Investments II, L.L.C. Prior to joining CIBC World Markets in 1995, Mr. Bloom
was a founder and managing director of The Argosy Group L.P. Mr. Bloom also
serves as a director of CIBC World Markets Corp., Heating 0il Partners, L.P.,
Consolidated Advisers Limited, L.L.C.; Argosy Heating Partners, Inc., Dominos,
Inc., IASIS Healthcare Corporation and Morris Material Handling, Inc.. ’

William E. Conway, Jr.--Mr. Conway, a Director of GCL since August 1998,
has been a managing director of The Carlyle Group, a private glcobal investment
firm, since 1987. Prior thereto, Mr. Conway had been Seniocx Vice President and
Chief Financial Officer of MCI Communications Corporation. Mr. Conway also
serves as director of Nextel Communications, Inc.

- o=
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Eric Hippeau--Mr. Hippeau, a Director of GCL since September 1999, is
Chairman and Chief Executive Officer of Ziff-Davis Inc., a publicly-listed
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company whose majority shareholder is Softbank, Corp. Ziff-Davis Inc. is a
leading integrated media and marketing company focused on computing and
internet-related technolegy. Mr. Hippeau has held this position since December
1993, prior to which he held other senior executive positions within Ziff-
Davis. He is also a director of Ziff-Davis Inc., Yahoo!, Inc., and Starwood
Botels and Resorts Worldwide, Inc.

Dean C. Kehler--Mr. Kehler, a Director of GCL since Maxch 1897, is a
managing director of CIBC World Markets Corp. and co-head of its Leveraged
Finance Group. In addition, Mr. Kehler is a member of CIBC's U.S§. Management
Committee; co-head of CIBC World Markets High Yield Merchant Banking Funds;
and a managing director of Caravelle Advisors, L.L.C., the investment advisor
to Caravelle Investment Fund, L.L.C., an entity that owns shares of Global
Crossing common stock. Mr. Kehler is also a managing director and member of
Trimaran Fund II, L.L.C., Trimaran Fund Management, L.L.C., and Trimaran
Investments II, L.L.C. Prior to joining CIBC World Markets in 1895, Mr. Xehler
was a founder and managing director of The Argesy Group L.P. Mr. Kehler alsc
sexves as a director of CIBC World Markets Corp., Booth Creek Group, Inc. and
Heating 0il Partners, L.P.

Geoffrey J.W. Kent--Mr. Kent, a Director of GCL since August 1998, is
Chairman and Chief Executive Officer of the Abercrombie & Kent group of
companies in the travel-related services industry, and has been associated
with these companies since 1967.

Canning Fok Kin-ning-~Mr. Fok has been a Director of GCL since February
2000. He has served as Group Managing Director of Hutchison Whampoa Limited
{"Hutchison") since August 1993, Hutchison, part of the Li Ka-shing group of
companies, is a large multi-national conglomerate based in Hong Kong. In
January 2000, Hutchison formed a joint venture with GCL to pursue fixed-line
telecommunications and intermet opportunities in the Hong Kong Special
Administrative Region, China. Mr. Pok is the Chairman of Hutchison
Telecommunications {Australia) Limited and Partner Communications Company Ltd.
and Deputy Chairman of Cheung Kong Infrastructure Holdings Limited and
Hongkong Electric Holdings Limited. He is alsc a director of Cheung Kong
(Holdings) Limited and VoiceStream Wireless Corporation.

Douglas H. McCorkindale--Mr. McCorkindale, a Director of GCL since
September 1999, is Vice Chairman and President of Gannett Co., Inc., a
nationwide diversified communications cowpany, and has leld that positicn
since September 1997. Prior thereto, he was Gannett's Vice Chailrman and Chief
Financial and Administrative Officer. Mr. McCorkindale is also a director of
Gannett and Continental Airlines and a director or trustee of a number of
investment companies in the family of Prudential Mutual Funds.

James F. McDonald--Mxr. McDonald, a Director of GCL since September 13889,
has been President and Chief Executive Officer of Scientific-Atlanta, Inc., a
leading supplier of broadband communications systems, satellite-based video,
voice and data communications networks and world-wide customer service and
support, since 19%3. He is also a director of Scientific-Atlanta and
Burlington Resources, Inc.

Bruce Raben~-~Mr. Raben, a Director of GCL since March 1937, is a managing
director of CIBC Oppenheimer. Prior to Joining CIBC Oppenheimer in January
1996, Mr. Raben was a founder, managing director and co-head of the Corporate
Finance Department of Jefferies & Co., Inc. since 1990. Mr. Raben also serves
as a director of Optical Security, Inc., Evercom, Inc., Terex Corporation and
Equity Marketing, Inc.

Michael R. Steed--Mr. Steed, a Director of GCL since March 1997, has been a
managing director of BCG since December 1999. Prior thereto, Mr. Steed had
been Senior Vice President of Investménts for the Union Labor Life Insurance
Company, ULLICO Inc. ("ULLICO") and its family of companies and President of
Trust Pund Advisors, ULLICO's investment wmanagement subsidiary, since 1952.
Mr. Steed also serves as a director of Value America and VR-1.

- -

SECTION 16{a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Under the federal securities laws, our directors, executive officers and 10%
shareholders are required within a prescribed period of time to report to the
Securities and Exchange Commission transactions and holdings in

- eam
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Global Crossing's common stock. Based solely on a review of the coples of such
forms received by us and on written representations from certain reporting
persons that no annual corrective filings were required for those persons, we
believe that during fiscal year 1999 all these filing requirements were timely
satisfied, with the exception of one Form 4 relating to a single transaction
in Global Crossing common stock which was filed late by Lodwrick Cook.

ITEM 11. EXECUTIVE COMPENSATION
Compensation Committee Report
Compensation Philosophy

Global Crossing's compensation philesophy is to relate the compensation of
Global Crogsing's executive officers to measures of company performance that
contribute to increased value for Global Crossing's shareholders.

To assure that compensation policies are appropriately aligned with the
value Global Crossing creates for shareholders, Glohal Crossing's compensation
philosophy for executive officers takes into account the following goals:

. enhancing sharehclder value;

. representing a competitive and performance-oriented environment that
motivates executive officers to achieve a high level of individual,
business unit and corporate results in the business enviromment in which
they operate;

. relating incentive-based compensation to the performance of each
executive officer, as measured by financial and strategic performance
goals; and

. enabling Global Crossing to attract and retain top quality management.

The Compensation Committee of the board of directors, which we will refer to
as the "Committee," periodically reviews the components of compensation for
Global Crossing's executive officers on the basis of this philosophy and
periodically evaluates the competitiveness of its executive officer
compensation program relative to comparable companiea. When the Committee
determines that executive officer compensation adjustments or bonus awards are
necessary or appropriate, it makes such modifications as it deems appropriate.
However, the board of directors has sole authority to modify the compensation
of the Chairman, the Co~Chairman and the Chief Executive Officer ("CEQ"),
although the Committee makes recommendations to the bhoard in this regard.

Section 162{m) of the Intexmal Revenue Code of 1986 limits the deductibility
of certain amnnual compensation payments in excess of $1 million to a company's
executive officers. It is the objective of the Compensation Committee to
administer compensation plans in compliance with the provisions of Section
162 (m) where feasible and where consistent with Global Crossing's compensation
philoscphy as stated above. In that connection, at the 2000 Annual General
Meeting of Shareholders, the Company intends to recommend the adoption of an
annual bonus plan meeting the requirements of Section 1862(m). The Company
already has in place a stock incentive plan pursuant to which stock-based
incentives may be awarded in compliance with Section 162{(m}.

Executive Compensation Components

The major components of compensation for executive officers, including the
CEQ, are base salary, annual bonuses and stock option grants. Each component
of the total executive officer compensation package emphasizes a different
aspect of Global Crossing's compensation philosophy.

‘. Base Salary. Base salaries for executive officers are initially set upon
hiring by the Committee (or, in the case of the Chairman, the Co-
Chairman and the CEO, by the board of directors upon the Committee's
recommendation) based on recruiting requirements (i.e., market demand),
competitive pay practices, individual experience and breadth of

- knowledge, internal equity considerations and other cbijective and
subjective factors. Increases to base salary are also determined by the
Committee or the board of directors, as applicable. Increases are
determined primarily on an evaluation of competitive v e
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data, the individual's performance and contribution to Global Crossing,
and Global Crossing's overall performance. Base salaries are
periodically reviewed by the Compensation Committee.

Target Amnnual Bonuses. Global Crossing relies to a large degree on
annual bonus compensation to attract, retain and reward executives of
outstanding abilities and to motivate them to perform to the full extent
of their abilities. Target bonuses for executive officers, including the
CEO, are determined on the basis of competitive bonus levels, level of
responsibility, ability to influence results on a corporate or business
unit level and, on cdccasion, subjective factors. Target annual bonuses
for the Chairman, the Co-Chairman and the CEQ are determined by the
board of directors upon recommendation by the Compensation Committee.
Target annual bonuses for other executive officers are determined by the
Committee. i

. Stock Option Grants. The only current long-term incentive opportunity
for executive officers, including the CEO, is the award of stock option
grants under the 1998 Global Crossing Ltd. Stock Incentive Plan. In
contrast to bonuses that are paid for prior year accowplishments, stock
option grants represent incentives tied to future stock appreciation.
They are intended to provide executive officers with a direct incentive
to enhance shareholder value. Options generally vest over a three-year
period with a maximum term of ten years. Option grants are awarded at
the discretion of the Committee primarily based on an evaluation of
competitive data and the anticipated contribution that the executive
officer will make to Glcbal Crosasing.

The Committee conducts anmually a Ffull review of the performance of Global
Crossing and its executive officers in assessing compensation levels. The
Comittee considers various qualitative and quantitative indicators of both
Global Crossing and the individual performance of its executive officers. This
review evaluates Global Crossing's performance both on a short- and long-term
basis. The Committee may consider such quantitative measures as Total

- Shareholder Return {*TSR"), Return on Shareholder‘'s Equity ("ROSE®), Return on

Capital Employed {”ROCE"™), revenue growth, and growth in Adjusted EBITDA and
other measures of profitability. The Committee may alsoc consider gqualitative
measures such as leadership, experience, strategic direction and overall
contribution to Global Crossing.

In addition, the Committee evaluates compensation in light of the
compensation practices of other companies in the telecommunications industry
and peer group cowpanies as may be determined by the Committee. These
companies are used as a reference standard for establishing levels of base
salary, bonus and stock options. For 1399, executive officer compensation was
targeted at the 75th percentile relative to peer group companies in the
telecom industry.

2000 Executive Compensation Review

Based on the factors set forth above, the Committee approved {or, in the
case of the Chaixrman, Co-Chairman and CEQ, recommended that the board of
directors approve) salary increases and 1999 bonus awards for all executive
officers. In addition, the Committee approved approximately 11,000,000
additional stock options grants to executive officers during 1999.

Robert Annunziata was appointed CEQ in February 1993. Jack Scanlon held the
position of CEC from the beginning of 1959 through February 15%9. In
determining salary increases and 1959 bonus awards for Messrs. Annunziata and
Scanlon, the Committee reviewed the performance of Global Crossing against its
goals. During 1999, annual revenue increased from 5420 million to $1.7 billion
as a result of internal growth and acquisitions completed during the year.
Global Crossing's market capitalization grew from $10 billion to $43 billion
or 330%. In addition, Mr. Annunziata was a key member of the team that
completed the successful merger with Frontier Corporation, and the
acquisitions of Racal Telecom and Global Marine Systems.-

THE COMPENSATION COMMITTER
- James F. McDonald,.Chairman
Geoffrey J.W. Kent

Douglas McCorkindale
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Summary Compensation Table

The table below sets forth information concerning compensation paid to
certain executive officers during the last fiscal year.

Annual Compensation Long Term Compensation
Othexr Restricted Securities
Anrual Stock Undexlying LTIP All Othexr

Yaar Salary Bonus{l) Compensation{d) Awaxd(s) Options/SARs Payouts Compensation(l)

Gary Wwinadek..ccovvneans 1399 §1569,615 § 785,000 § 94,097 - - - --
Chalirman . )
Robert Anmunziata®,..... 1893 464,679 11,000,000 - - 7,500,000 - --

Forwer Chief

Jack M. Scanlon®........ 1899 623,500 504,000 - - ~— - '3 5,000
Vice Chairman, Asia 1898 450,000 480,000 $2131,568 .- 3,600,000 - -—-
Global CroEsing .

Thomag J. Cansy..c.vnvess 1399 935,000 835,000 - . 1,600,400 - -—-
Vice Chairman 1998 266,667 633,333 - .- 2,000,000 - =
Joba A. Scarpati..ievane 1999 38,317 3,000,000 - - 1,004,000 -- 222,222

Chief Administrabive .
Otficer
William B. Carter....... 199% 623,500 345,000 - - .- - 5,000
" Prasident, Global 1958 600,000 1,050,000 -— -— 3,000,000 - $§ 5,000

- Cxossing Development 1997 $300,000 § 750,000 - - . . - .-

Co.; Chief Rxecutive
officer, Global Marine
Systems

- -

* Mr. Annunziata became Chief Executive Officer in February 1999 and Mr.
Scanlen resigned the position in February 1999. Mx. Scanlon is still one of
the four most highly compensated officers of Global Crossing other. than the
CECQ.

(1) The amounts in this column represent annual bonuses, except that Mr.
Anmunziata's amount reflects a $10,000,000 signing bornus and a $1,000,000
annual bonus; and Mr. Scarpati's amount reflects a $2,000,000 signing
bonus.

(2) Mr. Winnick received imputed income for the personal use of corporate
aircraft in 1999.

{3) Messrs. Scanlon and Carter received matching company contributions on
their 401 (k) plan deferrals. Mr. Scarpati is to receive an $8,000,000
bonus upon the completion cof 3 years of service, of which 1/36th was
accrued in 1999,

Certain Compensation Arrangements

The 1998 Global Crossing Ltd. Stock Incentive Plan (the Y1998 Plan')
provides that, unless otherwise provided in the specific award agreement, upon
a "change in control,® certain awards granted under the 1998 Plan may, in the
sole discretion of the Compensation Committee, be deemed to vest immediately.
The award agreements generally provide for accelerated vesting upon a change
in contrel. A "change in control® is defined under the 1998 Plan in general as
the occurrence of any of the following: (1) any person or entity, other than
certain of our affiliates, becomes the "beneficial owner,® as defined under
Rule 13d-3 promulgated under the Securities Exchange Act of 1934, of
securities of Global Crossing representing 30% or more of the combined voting
power of our then cutstanding securities; (2) during any period of 24 months,
individuals who at the beginning of such period constituted the board of
directors and any new director (other than any directors who meet certain
exceptions specified in the 13998 Plan) whose election was approved in advance
by a vote of at least two-thirds of the directors then still in office cease
for any reason to constitute at least a majority of the board; (3) our
shareholders approve any transaction pursuant to which Global Crossing is
merged or consolidated with any other company, other than a merger or
comsolidation which would result in our shareholders immediately prior thereto
continuing to own more than 65% of the comblned voting power of the voting
securities of the surviving entity outstanding after such transaction; or (4)
our shareholders approve a plan of complete liquidation of Global -Crossing oxr
an agreement for the sale or digposition by Global Crossing of all or
substantially all of our assets, other than the liquidation of Global Crossing
into a wholly owned subsidiary,

49

Copyright 2000 EDGAR Online, luc. (ver 1.01/2.003) Page 52


http:llCecut:l.ve
http:Camp_d.on

N -
GLOBAL CROSSING LTD — 10-K —Annual Report Date Filed: 3/17/2000

In January 2000, the board of directors authorized Glcbal Crossing to enter
into change in control agreements with our executive officers and certain of
our other key executives. These agreements provide for certain benefits upon
actual or constructive termination of employment in the event of a "Change in
Contxol® (as defined below}. With respect to the executive officers named in
the Summary Compensation Table above, if, within 24 months of the month in
which a Change in Control occurs, his employment is terminated by us (othexr
than for cause or by reason of death or disability), or he terminates
employment for "good reason" (generally, an unfavorable change in employment
status, compensation or benefits or a required relocation), he shall be
entitled to receive (i) a lump sum payment equal to three times the sum of his
annual base salary plus guideline bonus opportunity (reduced by any cash
severance benefit otherwise paild to the executive under any applicable
severance plan or other severance arrangement), (il) a prorated annual target
bonus for the year in which the Change in Contrel occurs, {(iii) continuation
of his life and health insurance coverages for three years and (iv) payment of
any excise taxes due in respect of the foregoing benefits and of any other -
payments made to the executive as a result of the Change in Control. The texm
of each of these agreements will continue through December 31, 2001, after
which it will be automatically extended for additional one-year terms subject
to termination by either party on one year's prior notice. There is an
automatic 24-month extension following any Change in Control. A Change in
Contrcl generally is deemed to occur if: (1) any person or entity, other than
certain of our affiliates, becomes the "beneficial owner" of securities of
Global Crossing representing 20% or more of the combined voting power of our
then outstanding securities; (2) during any period of 24 months, individuals
who at the beginning of such period constituted the board of directors and any
new director (other than any directors who meet certain exceptions specified
in the change in control agreement) whose election was approved in advance by
a vote of at least two-thirds of the directors then still in office cease for
any reason to comnstitute at least a majority of the board; (3] any tramsaction
is consummated pursuant to which Global Crossing is merged or consolidated
with any other company, cother than a merger or consolidation which would
result in our shareholders immediately prior thereto continuing tc own more
than 65% of the combined voting power of the voting securities of the
surviving entity outstanding after such transaction; or (4) Global Crossing is
completely liquidated or we sell or dispose of all or substantially all of our
asgsets, other than the liquidation of Glcbal Crossing into a wholly owned
subsidiary.

In December 1999, we entered into an employwment agreement with Leo J.
Hindery, Jr. providing for Mr. Hindery's employment as Chairman and Chief
Executive Officer of our GlobalCenter subsidiary for an initial texm of three
years. The employment agreement provided for a hase annual salary of not less
than $500,000 and a guaranteed bonus of not less than $500,000. Mr. Hindery
also received stock coptions to purchase 500,000 shares of Global Crossing
common stock at an exercise price of $45 per share. These stock options vest
34% on Mr. Hindery's first date of employment and the balance in 22%
increments on sach of the first, second and third anniversaries of such date.
Pursuant' to the employment agreement, Mr. Hindery is also entitled to receive
stock options covering 5.5% of the common stock of our GlobalCenter subsidiary
or of a tracking stock designed to reflect the performance of the GlobalCenter
business. Such GlobalCenter stock options will have an aggregate exercise
price of $110 millicon and will vest 34% immediately and the balance in 22%
increments on each of the first, second and third anniversaries of Mr.
Hindery's employment start date. In March 2000, Mr. Hindery's compensation
arrangements were changed to reflect his new responsibilities as CEO of Global
Crossing Ltd. At that time, Mr. Hindery's annual base salary was increased to
$995,000 and he received an additiomal 2,000,000 Global Crossing Ltd. stock
options at an exercise price of $54.375 per share, such opticns to vest
ratably over three years. Upon a "change in control” or upon the actual or
constructive discharge of Mr. Hindery without *cause" (as defined in Mr.
Hindery's agreement}, all of his options will immediately vest in full, and
Mr. Hindery will be entitled teo receive a lump sum payment equal to the sum of
his annual base salary and bonus through the end of the term of. the agreement.

In February 1999, we entered into an employment agreement with Robert
Annunziata providing f£or Mr. Annunziata's employment as Chief Executive
Officer of Global Crossing for an initial term of three years. The employment
agreement provided for a base annual salary of not less than $500,000 and a
target annual bonus of not less than $500,000. In addition, Mr. Armunziata was
provided a $10 millicn signing bonus, subject to partial repayment in cextain
circumstances, as well as a $5 million fully recourse loan facility to be used
to purchase
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shares of Glcbal Crossing common stock to the extent Mr. Amnunziata used a
like amount of his own funds for such purpose. Mr. Annunziata did not elect to
make use of this loan facility. Mr. Annunziata also received stock options to
purchase 4,000,000 (after giving effect to the March 9, 1999 stock split)
shares of Global Crossing common stock at a split-adjusted exercise price of
$19.81 per share. These stock options were to vest in 25% increments starting
on February 19, 1999 and on February 22 of each of the first three yeaxrs of
Mr. Annunziata's employment. Under the employment agreement, Mr. Annunziata
was given the xright, for a period of six months following the initial term of
the agreement, to require the Company to purchase from him any shares of the
Company's common stock held by him as a result of the exercise of the
4,000,000 stock options at a purchase price equal to $49.625 per share.
Pursuant to the employment agreement, Mr. Annunziata also received stock
options to purchase an aggregate of 500,000 {(post-split} shares of Global
Crossing common stock, at a split-adjusted exercise price of $24.8l1 per share,
all of which became vested on Mr. Annunziata's first day of employment. Upon
Mr. Annunziata's resignation as CEC on March 2, 2000, all of Mr. Amnunziata's
then unvested stock options granted under the agreement became immediately
vested and Mr. Annunziata became entitled to receive a lump sum payment equal
to two times his then annual base salary and bonus.

Global Crossing entered into an employment agreement, dated as of April 1,
1998, with Jack Scanlon, providing for Mr. Scanlon's employment as Global
Crossing's Chief Executive Officer for an initial term of two years. The
employment agreement provided for a base annual salary of not less than
$600,000 and a guaranteed bonus of not less than $400,000. In addition, Mr.
Scanlon was issued options to purchase a total of 3,600,000 (after adjusting
for subsequent stock splits} shares of Global Crossing common stock at a
split-adjusted exercise price of $0.83S5 per share. These options vest in 25%
increments on Mr. Scanlon's filrst day of employment and on each of the first
three anniversaries of that date. Upon a "change in control® of Global
Crossing, as defined in the 1998 Plan, all of these options will immediately
vest, and Mr. Scanlon will be entitled to terminate the agreement and receive
a lump sum payment equal to two times hia then annual base salary and bonus.
Mr. Scanlon will also be entitled to such lump sum payment if he is actually
or constructively discharged without "cause" (as defined in the agreement).
Mr. Scanlon voluntarily resigned as Chief Executive Officer of Global Crossing
in February 1999 tg become Vice Chairman of Global Crossing. His employment
agreement was extended for one additional year at that time but otherwise was
left substantially unchanged.

In September 1998, Mr, Thomas Casey was hired by Pacific Capital Group as
its President. At such time, it was also agreed among Pacific Capital Group,
Global Crossing and Mr. Casey that, in addition to Mr. Casey's role as
President of Pacific Capital Group, Mr. Casey would also serve as Managing
Director of Global Crossing. In connection with such employment, Mr. Casey
received economic rights to 2,000,000 shares of the Global Crossing common
stack at an effective price of $2.00 per share. Such rights vest in 33%
increments on the first day of Mr. Casey's employment and on each of the first
and second anniversaries of the first day of Mr. Casey's employment. In
connection with Mr. Casey's dual employment, Global Crossing and Pacific
Capital Group established an arrangement whereby each entity would ke
responsible for a portion of Mr. Casey's salary and long-term compensation
based upon the relative amount of time spent by Mr. Casey on matters
pertaining to such entity. Initially, B0% of Mr. Casey's salary and long-term
compensation was allocated to Global Crossing and 20% of such amounts was
allocated to Pacific Capital Group, subject to adjustment and re-allocation on
an annual basis. On March 18, 1999, in recognition of the time spent by Mr.
Casey on Global Crossing matters to such date and his expected ongoing
responsibilities with Global Crossing, the Glcbal Crossing board of directors
elected to assume Mr. Casey's employment agreement, including the full amount
of Mr. Casey's salary and long-term compensation, with Mr. Casey serving full
time in his role with Global Crossing as Managing Director and Vice Chairman
of the board of directors. R ‘ :

In December 1999, Global Crossing entered inte an employment agreement with
John A. Scarpati providing for Mr. Scarpati's employment.as Chief
Administrative Officer of Global Crossing for an initial term of three years.
The employment agreement provides for a base salary of not less than $500,000
and a target annual bonus of 100% of his base annual salary. In addition, Mr.
Scarpati was provided a 52 million signing bonus, subject to partial repayment
in certain circumstances, as well as the right to an $8 million payment in the
event he remains employed by Global Crossing for three years or is actually or
constructively discharged without "cause" (as defined in the agreement). In
connection with his employment, Mr. Scarpati received stock options to
purchase
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1,000,000 shares of Global Crossing common stock at an exercise price of §53
per share. These stock options vest in 25% increments on the date Mr. Scarpati
commenced employment with the Company and on each of the first three
anniversaries thereof. Upon a "change in control® (as defined in the 1998
Plan) or upon the actual or constructive discharge of Mr. Scarpati without
"cause" (as defined in the agreement), these options will immediately vest in
full, and Mr. Scarpati will be entitled to terminate the agreement and receive
a lump sum payment equal to the sum of his then annual base salary and bonus.

Compensation of Outside Directors

Each director who is not an employee of Glocbal Crossing receives cash
compensation of $2,500 for each meeting of the board of directors attended and
$1,500 for each attended meeting of a committee of the board of which he or
she is a member. In addition, each non-employee chairman of a board committee
also receives an annual retainer of $5,000. During 1999, each non-employee
director commencing service on the board received options to purchase 120,000
shares of Global Crossing common stock at an exercise price equal to the fair
market value of Global Crossing common stock on the date of grant. Each such
option.-has a term of 10 years, became exercisable immediately with respect to
the first 30,000 shares, and will become exercisable with respect to the
remaining 90,000 shares in two equal installments on each of the first and
second anniversaries of the date of grant, in each case so long as such
director continues to be a director of Global Crossing on such date.
Commencing in 2000, the board of directors adjusted the level of initial stock
option grants such that new non-employee directors now receive 40,000 option
shares (subject to adjustment in the event of a stock split) on the date on
which they commence board service.

Option Grants in Last Fiscal Year

The table below sets forth information concerning options granted to certain
executive officers during the last fiscal year.

Potential Realizable Value At
Assorted Annual Ratse of Stock Price
Individual Grants Appreciation for Opticn Texrm

Nurmber of % of Total

Sscuritias Options Maxket Price
Underlying Granted to of Commoa
Optiona Ewplcyaes in Exercise or Stock on Explration

Name Granted Piacal Year Bass Price Grant Date Date o% s 104

Gaxy Winndck........... -- -- -- -— - .- -- -
Chairman .

Robert Annunziata...... 4,000,000 11.16% 419.813 T §324.212 2/32/09 $19,996,000 982,412,534 $178,171,753
Pormer Chief Exacutive 500,000 1.40% 34.812 24.812 2/32/09 - 7,802,087 19,771,969
Officer 3,000,000 8.37% 45.000 48.000 12/3/09 - 84,900,778 315,155,232

Jack M. Scanlon........ -- -- -- -~ .- - -- --
Vice Chairman, Asia ' -

Global Crossing

Thowas J. Casey...c..e0 300,000 0.84% 61.375 6§1.375 5/16/09 -- 11,579,523 29,344,783

vice chairman 300,000 0.84% 238.000 25.000 9/24/09 - 4,716,710 11,953,068
1,000,000 2.79% 45.000 45.000 12/3/09 - 28,300,258 71,713,411

John A. Scaxpati..... «s 1,000,000 2.79% $51.000 §45.000 12/3/08 $(9,000,000) $20,300,358 $ 63,718,411
Chief Administracive

officer

William B. Cartez....... . -- -- ) e Cee .- - -- --
President, Glcbal

Crogsing Development . . =

Co.; Chief Execucive

Officer, Glabal

Mirine Systems -—
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Aggregated Option Exercises in Last Fiscal Year and Fiscal Year-End Option
Values

The table below sets forth information concerning exercises of stock options
by certain executive officers during the last fiscal year and the fiscal year-'
end value of such executive officers' unexercised options.

. Humber of Securities -
Underlying Unexercised Value of Unexercised
options In-The-Money Optiocns(2)

Shares Acquired = Value

Name On Exercise Realized({1) Exercisable Unexerclsable Exercisable Unexercisable
Gary Winnick.......... . - - 1,200,000 600, 000 $58,998,000 § 29,499,000
Chairman , a
Robert Annunziata....... 81,576 $ 2,243,340 1,500,000 6,000,000 42,781,000 105,561,000
Former Chief Exacutive '
Officer
Jack M. Scanlon......... 345,680 12,525,410 1,334,560 1,800,000 65,613,642 88,497,000
Vice Chalrman, Asia
Global Crossing
Thomagd J. Casey......... -- -- 1,006,666 1,926,666 33,699,968 42,799,968
Vice Chairman :
John A. Scarpati........ - -- 333,334 666,666 -- --
Chief Administrative
Officer
wWilliam B. Carter....... 174,144 4,860,345 1,706,096 1,000,000 83,880,210 49,165,000

President, Global

Crosaing Development
Co., Chief Executive
Office Global Marine

{1) Amounts
. and the
(2) Amounts

and the

indicated are based upon the difference between the exercise price
closing market price on the exercise date. :

indicated are based upon the difference between the exercise price
closing market price per share of the common stock of $50.00 on

December 31, 1999.
Compensation Committee Interlocks and Insider Participation

The Compensation Committee of the Global Crossing board of directors
consists of Messrs. McDonald, Kent and McCorkindale, none of whom had any
relationships with Global Crossing requiring disclosure under Securities and
Exchange Commission rules. However, prior to November 4, 1599, the
Compensation Committee consisted of Lodwrick M. Cock, Michael R. Steed and Jay
R. Levine (an employee of an affiliate of Canadian Imperial Bank of Commerce),
who were involved in certain transactions described in Item 13 below.
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Comparison of Cumulative Total Returns

The graph below compares the cumulative total shareholder return on Global
Crossing common stock for the period from August 14, 1998, the initial date of
trading of Global Crossing common stock, to December 31, 1999 with the
cumulative total return of the Standard & Poorfs 500 Stock Index and the
NASDAQ Telecom Index over the same period. The graph assumes $100 invested on
August 14, 1998 in Global Crossing common stock and $100 invested on such date
in each of the Standard & Poor's 500 Stock Index and the NASDAQ Telecom Index,
with dividends reinvested. In the proxy statement provided to shareholders in
connection with our 1959 Annual General Meeting of Shareholders, we used a
peer group of fiber optic cable providers comprised of Qwest, Level 3
Communications, Inc., Metromedia Fiber Network, Inc., IXC Communications, Inc.
and Equant NV (the. "0ld Peer Group"}. We have decided to replace the Old Peer
Group index with the NASDAQ Telecom Index because we believe the latter index
to be readily accessible to our Sharesholders and more representative of the
industries in which we now compete. In accordance with SEC rules, the graph

below also illustrates the cumulative total shareholder return of the 0ld Peer

Group over the relevant period.

Stock Performance

[LINE GRAPHK]
S&P 500 NASDAQ
GBLX Stock Index Telecom Index 0ld Peer Group

08/14/1998 100 100 100 100
09/30/1998 81.86 $5.7 N 91.16 B83.51
12/31/199%8 176.986 115.67 125.6 124.49
03/31/1999 362.75 121.04 155.04 178.48
06/30/1999 334.31 129.17 164.27 175.77
09/30/1999 207.84 + 120.7 156.67 : 151.07
12/31/1999 392.16 138.25 254.61 230.11
At 12/31/9%9, a $100 initial investment is worth:

GBLX $392.16

S&P 500 Stock Index $138.25

NASDAQ Telecom Index $254.61

01d Peer Group $230.11
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWMERS AND MANAGEMENT

The following table sets forth, as of March 3, 2000, certain informatiocn
regarding the beneficial ownership of our common atock by (i) each person or
entity who is known by us to own beneficially 5% or more of cur voting commen
stock, {ii} each of our directors and executive officers and (iii) all of our
directors and executive officers as a group. To our knmowledge, 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 {i) all
shares of common stock outstanding as of March 3, 2000, {(ii)} all shares of
common stock issuable upon the exercise of optiona within 60 days of March 3,
2000 and {iii) all shares of common stock issuable upen the exercise of
warrants within 60 days of Maxrch 3, 2000. The warrants designated below as
“New PCG Warrants®" and "GCL Warranta" each represent the right to immediately
purchase shares of GCL common stock at an exercise price of $§9.50 per share.

Beneficial Ownership of Common Stock

R R T R

Shares Shares
Subject to Subject Shares
Number of New PCG to GCL  Subject to Percentage
Shares{l) Warrants Warrants Options{2) of Class

. - W e e e A e W W o e e e e T

Pacific Capital Group,

Inc.{3)..... Crreerensan 85,861,172 6,050,004 2,515,788 [+} 11.98%
360 North Crescent
Drive

Beverly Hills,
California 90210

Canadian Imperial Bank
of Commerce(4).....0v0. 75,297,827 0 [o] 240,000 9.69%
161 Bay Street, 8th
Floor--BCE Place
P.P. Box 500
Ms5J258, Toronto, Canada

Gary Winnick({5)......... 87,301,383 €,050,004 2,515,788 1,800,000 12.36%

Lodwrick M. Cook........ 3,443,929 950, 002 V] 362,240 *
Leo J. Hindery, Jr...... [+] 0 0 170,000 *
Thomas J. Casey{6)...... 630,412 0 0 1,006,666 ¥
Abbott L. Brown{7)...... 10,386,029 1,450,002 367,666 900,000 1.68%
Joseph Clayton.......... 542,396 0 0 1,640,000 *
Dan J. CORTB..vvvnnure 10,000 [} 1] 708,668 *
John Comparin........... 5,000 0 0 0 -
James C. Gorton......... 15,000 0 0 709,606 *

David L. Lee(8)......... 18,559,028 1,825,002 663,456 900,000 2.80%
Barry Porter........e.c.. 17,063,809 1,825,002 610,266 900,000  2.60%

John M. Scanlon......... 363,748 ) 0 0 2,234,560 i
John A. Scarpati........ 900 0 0 333,334 *
Robexrt Sheh............. [¢] 0 Q 583,685 *
William B. Carter....... 238,520 1] 0 1,706,096 *
Wallace S. Dawson...... . 108,958 Q 0. 530,400 *
Edward Mulligan,........ 6,012 0 0 50,000 *
Robert Amnnunziata....... [+] ] 0 5,438,424 *
Jay R. Bloom(9)......... 13,993, 966 Q 0 128,533 1.81%
William E. Conway, . .

Jr.{10) e eneeveenan e 2,247,640 0 1] 78,000 *
Canning Fok Kinrping.... 0 0 0 §,898,889 1.13%
Eric Hippeau............ 35,895 0 0 42,300 *
Dean C. Kehler{(9)....... 14,848,648 0 - ~0. 128,533 1.92%
Geoffrey J.W. Kent...... 0 0 0 75,000 &+
Douglas McCorkindale.... 18,885 0 0 87,400 *
James McDonald........ . 5,351 0 O— 40,932 *
Bruce Raben......csve00es [+] ¥] 0 120,000 *
Michael R. Steed........ ¢} 0 0 120,000 b
All Directors and v e
Executive Officers as a

GrOUR. . ervsesamsvonnon 158,157,917 12,100,012 4,157,176 29,690,266 24.72%
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* Percentage of shares beneficially owned deoes not exceed one percent.

t1) As of March 3, 2000, 779,714,470 shares of common stock were issued and
ocutstanding.

(2) Represents stock options issued under stock option plans of Global
Crossing, except that Mr. Fok's amount includes 8,888,889 shares of
common stock issuable upon conversion of the 400,000 shares of
convertible preferred stock issued to Hutchison Whampoa in connection
with the formation of the Hutchison Global Crossiag joint venture. As
Managing Director of Hutchison Whampoa, Mr. Fok may be deemed to share
investment and voting control over these shares.
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(3}

(4)

{s)

(8)

{7

(8)

(9}

(10)

Includes 70,107,766 shares of comwmon stock and common stock warrants
owned or managed by GKW Unified Holdings, a company formed for the
benefit of Gary Winnick and members of his family and managed by Pacific -
Capital Group, which thereby shares investment and voting power over
such shares. Also includes 25,133 shares of common stock owned by Casey
Pacific Holdings LLC for the benefit of Thomas J. Casey and managed by
Pacific Capital Group, which thereby shares investment and voting power
over such shares.

These share amounts, which are effective as of March 9, 2000, include
11,453,529 shares held by certain affiliates of Canadian Imperial Bank
of Commerce in such a manner that CIBC shares investment power over such
shares. The indicated options have been assigned to CIBC by CIBC
employees who previously served on the GCL board of directors.

Includes {a) all shares of common stock beneficially owned by Pacific
Capital Group, a company controlled by Mr. Winnick, and (b) 1,440,211
shares held by The Winmick Family Foundation, a non-profit organization
over whose portfolio gecurities Mr. Winnick shares investment and voting
power.

Includes 605,279 shares of common stock owned by Casey Global Holdings
LLC and 25,133 shares of common stock owned by Casey Pacific Holdings
LLC, which companies are managed by GCL and Pacific Capital Group,
respectively, in such a manner that Mr. Casey shares investment and
voting power over such shares.

Includes (a) 75,350 shares of common stock held by the Ridgestone
Foundation, a non-profit organization of which Mr. Brown is trustee and
{b) 150,000 shares of common stock held by the Abbott and Linda Brown
Family Foundation, a non-profit organization of which Mr. Brown is
trustee. )

Includes (a) all 9,500,822 shares of common stock and 513,156 shares of
common stock issuable upon the exercise of warrants owned by San Pasqual
Corp., a corporation of which Mr. Lee and his family are the sole
shareholders and over whose portfolio securities Mr, Lee shares
investment and voting power and (b) all 3,988,242 shares of common stock
and 150,300 shares of common stock issuable upon the exercise of
warrants owned by the David and Ellen Lee Family Tzrust, of which Mr. lee
is a trustee and in such capacity shares investment and voting power
over such shares.

Includes (a) 11,453,529 shares held by certain affiliates of Canadian
Imperial Bank of Commerce in such a manner that Messrs. Bloom and Kehler
have shared investment and voting power over such shares and (b) 218,434
shares held by Caravelle Investment Fund, LLC, for whose investment
advisor Messrs. Bloom and Kehler serve as managing directors.

Includes 2,239,640 shares of common stock beneficially owned by the
Carlyle Group, of which Mr. Conway is managing director and in such
capacity shares voting and investment control over such shares.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

During 1959, we entered iﬁto the transactions described below with certain
of our directors, executive officers and affiliates.

Transactions with Pacific Capital Group and its Affiliates

Prior toc 1999, CGlobal Crossing entered into certain transactions with
affiliaces of Pacific Capital Group (*PCG"), including the acquisition of
development rights to certain of the Company's fiber optic cable systems. PCG
is contrelled by Gary Winnick, Chairman of the Board of the Company, and some
other officers and directors of Glocbal Crossing either currently are or at one
time were affiliated with PCG, including Messrs. Cook, Casey, Lee, Porter and
Brown. During 1999, Global Crossing subleased from PCG two suites in an office
building in Beverly Hills, Califormia for payments aggregating approximately.
$287,000 over the year. In Octcber 1993, Global Crossing consolidated its
Beverly Hills offices into approximately 87,000 square feet of office space at
its present headguarters building at 380 North Crescent Drive. Global Crossing
leases _this space from North Crescent Realty V, LLC, which is managed by and
affiliated with PCG, for an. aggregate monthly cost- of approximately $400,000.
North Crescent Realty V, LLC paid approximately $7.5 million to improve the
360 North Crescent property to meet Glcbal Crossing's specifications and was
reimbursed approximately $3.2 million of .this amount by Glebal Crossing.
Global Crossing engaged an independent real estate consultant to review the |
terms of Global Crossing's occupancy of the 360 North Crescent building, which
terms were found by the consultant to be consistent with market terms and the
product of an arm's length negotiation. Global Crossing
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subleases approximately 12,000 square feet of the building te PCG for an
aggregate monthly cost of approximately $53,000.

PCG has fractional ownership interests in respect of four aircraft used by
Global Crossing durxing 1999. Global Crossing reimburses PCG for PCG's cost of
maintaining these ownership interests such that PCG realizes no profit from
the relationship. During 1393, PCG billed Global Crossing approximately $2
million in aggregate under this arrangement.

In March 2000, Global Crossing intends to enter into an approximately ten
vear lease of an aircraft that is currently owned by WINCO Aviation, a company
controlled by Gary Winnick (through PCG} and Lodwrick Cock. It is anticipated
that a commercial equipment financing cowpany will purchase the aircraft from
WINCO Aviation and then lease the aircraft to Global Crossing on standard
commercial terms. The purchase price of the aircraft will be approximately
$12.5 million, which is the amount WINCO Aviation paid for the aircraft,
before transactions costs, when WINCO Aviation first acquired the alrcraft in
August 1999, As supported by two independent appraisals obtained by Global
Crossing, the fair market value of the aircraft is in excess of the proposed
purchase price.

Relationship to Crescent Wireless Ltd.

In January 2000, Crescent Wireless Ltd. {("Crescent Wireless"} was formed for
the purpose cf participating in the spectrum auctions being held in the United
Kingdom to provide "third generation” wireless telecommunications serwvices.
Crescent Wireless is controlled by Gary Winnick, David Lee and Barry Porter,
each a director and executive officer of the Company. In connection with the
performance by Crescent Wireless of its business operations, the Company has
made available to Crescent Wireless on a consultancy basis certain of the
Company's personnel. In consideration for these services, the shareholders of
Crescent Wireless have granted to the Company an option to purchase any or all
of the equity ownership of Crescent Wireless owned by those shareholders.

Relationship with NextWave Telecom Inc.

In December 1999, we entered into¢ an agreement with NextWave Telecom Inc.
pursuant to which we agreed to make a minority investment in NextWave through
the purchase of its convertible preferred stock, subject to certain conditions
relating to the status of NextWave's PC5 licenses. NextWave's goal is to
deploy a state-of-the-art wireless telecommunications network specifically
designed to provide next-generation wireless services. We alsc entered into a
Strategic Services Agreement pursuant to which we are to be the preferred
provider of backhaul, long distance backbone, web-hosting, and other
communications services to NextWave. PCG and CIBC both also committed to
purchase shares of NextWave's convertible preferred stock, subject to
essentially the same conditions relating to the status of NextWave's PCS
licenses. As of March 3, 2000, the cdnditions relating to NextWave's PCS
licenses have not been satisfied, and none of Global Crossing, PCG or CIBC has
consummated an equity investment in NextWave.

‘Transactions with Canadian Imperial Bank of Commerce>and its affiliates

During 1399, Canadian Imperial Bank of Commerce and its affiliates ("CIBC")
entered into certain financing transactions with Global Crossing. In
particular, CIBC: (1) acted as an arranger for the $600 million ten-day demand
note issued by Global Marine Systems in July, (2} acted as an arranger for the
$3 billion senior secured credit facility entered intoc by Global Crossing
Holdings Ltd. in July, (3) was an initial purchaser of the $2 billion
aggregate principal amount of unsecured senior notes issued by Global Crossing
Holdings in November, and (4) was an initial purchaser of Glocbal Crossing .
Ltd.'s $650 million aggregate liquidation preference 7% cumulative convertible
preferred stock lssued in December. During 1993, Global Crossing paid CIBC
approximately $5.6 million in fees in connection with these transactions. CIBC
has a substantial beneficial ownership interest in Global Crossing, and
Mesars. Bloom, Kehler and Raben, directors of Global Crossing, are employees
of an affiliate of CIBC.
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Relationship to Ziff-Davis Inc. and Affiljates

Eric Hippeau, a director of Global Crossing, is the chairman and chief
executive officer of Ziff-Davis Inc., a majority of the common stock of which
is beneficially owned by Softbank Corp. Softbank is a party to the Asia Global
Crossing joint venture established to provide advanced network-based
telecommunications services to businesses and consumers throughout Asia.
Global Crossing, which is responsible for the management and operation of the
network, contributed to the venture its 57.75% ghare of the Pacific Crossing
cable system and its development rights in East Asia Crossing. Softbank and
Microsoft each contributed $175 willion in cash to Asia Global Crossing and
also committed to make a total of at least 5200 million in Global Crossing
Network capacity purchases over a three-year periocd, expected to be utilized
primarily on the Pacific Crossing system and East Asia Crossing. Softbank and
Microscft also agreed to use Asia Global Crossing's network in the region.
Global Crossing currently owns 93% of Asia Global Crossing, with Softbank and
Microsoft each owning 3.5%. When the fair market value of Asia Global Crossing
is determined to exceed $5 billion, the ownership interest of Softbank and
Microsoft will increase to a maximum of 19% each at a valuation of §7.5
billion and above. Mr. Hippeau is Softbank's representative on the Asia Global
Crossing board of directors. In addition, Ziff-Davis is one of the laxgest
web-hosting customers of our GlobalCenter subsidiary.

Relationship to Hutchison Whampoa Limited

Canning Fok Kin-ning, wmanaging director of Hutchison Whampoa Limited
{"Hutchison"), was recently appointed a director of Global Crossing. In
November 1933, Hutchison and Global Crossing entered into an agreement to form
a 50/50 joint venture to pursue fixed-line telecommunications and Internet
opportunities in the Hong Kong Special Administrative Region, China. The Jjoint
venture, the formation of which was completed in January 2000, combines
Hutchison's existing territory-wide, building-to-building fixed-line fiber
optic telecommunications network and certain Internet-related assets in Hong
Kong with Global Crossing's intermational fiber optic broadband cable capacity
and web hosting, Internet applications and data services. For its 50% shaxe,
Global Crossing provided to Hutchison $400 million in Global Crossing
convertible preferred stock. Additionally, Global Crossing committed to
contribute to the joint venture international telecommunications capacity
rights on its global fiber optic network and data center related capabilities
which together are valued at $350 million, ag well as $50 million in cash.

Agreements with Glcbal Crossing Stockholders

In August 1998, PCG, GKW Unified Holdings (an affiliate of Gary Winnick and
PCG), affiliates of CIBC, Global Crossing and some of our other shareholders,
including some of our officers and directors and their affiliates, entered
into a Stockholders Agreement and a Registration Rights Agreement. Undexr the
Stockholders Agreement, Global Crossing has been granted a right of first
refusal on specified private transfers by these shareholders during the first
two years after the consummation of cur initlal public offering on August
14,1998. In addition, subject to the exceptions in the Stockholders Agreement,
some of these shareholders have rights, which are referred to as tag-along
rights, permitting these shareholders to. participate, on the same terms and
conditions, in some transfers of shares by any other of these shareholders as
follows: (1) PCG, GKW Unified Holdings and CIBC and their affiliates and
permitted transferees have the right to participate in any transaction
initiated by any of them to transfer 5% or more of our outstanding securities;
and {2} PCG, GKW Unified Holdings, CIBC and their affiliates and permitted
transferees have the right to participate in any transaction initiated by any
of them to transfer any of our securities if that transaction would result in
a change of control of Global Crossing. Under the Registration Rights
Agreement, our shareholders who are parties to that agreement and a number of
their transferees have demand and piggyback registration rights and will )
reéceive indemmification and, in some circumstances, reimbursement fcr expenses
from ug in connection with an applicable registration.

Principal shareholders of Global Crossing representing at that time over a
majority of the voting power of our common stock entered into a Voting
Agreement with Frontier Corporation in March 1955 in conneetion with the
Frontier merger. These Global Crossing shareholders reaffirmed their voting
obligations under the Voting
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Agreement in connection with subsequent amendments made to the merger
agreement during 199%9. Pursuant to the Second Reaffirmation of Voting
Agreement and Share Transfer Restriction Agreement dated September 2, 1999,
the Global Crossing shareholders that are parties to the Voting Agreement also
agreed, from September 2, 1999 until March 28, 2000, not to transfer record or
beneficial ownership of any shares of Global Crossing common stock held by
such shareholders, other than transfers to charities, transfers made with the
consent of the Company and other limited exceptions, and to work in good faith
toward implementing a program with the purpose that, if the Global Crossing
shareholders that are parties to the Voting Agreement wish to sell or transfer
their shares after March 28, 2000, these sales or transfers would be completed
in a manner that would provide for an orderly trading market for the shares of
Global Crossing common stock.

Also on September 2, 1999, fourteen of ocur executive officers and three
executive officers of Frontier entered into a Share Transfer Restriction
Agreement with Global Crossing. Under this agreement, the Global Crossing
executive officers agreed not to sell or transfer shares of our common stock,
and the Frontier executive officers agreed not to sell or transfer shares of
Frontier common stock and the shares of Glcbkal Crossing commen stock they
would receive in exchange for their Frontier common stock in the merger, until
March 28, 2000, subject in each case to substantially the same exceptions as
are applicable to the Second Reaffirmation of Voting Agreement and Share
Transfer Restriction Agreement described in the immediately preceding
paragraph.

Loan to Executive Officer

In May 1998, Dan J. Cohrs, an executive officer of the Company, received am
interest-free relocation loan in the aggregate principal amount of $250,000.
This loan is repayable in full on May 18, 2001.
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PART 1V

ITEM 14. EXHIBITS, FINANCIAL STATEMENTS SCHEDULES, AND REPORTS ON FORM 10-K

(a) List of documents filed as part of thisg report:
1. Financial Statements-Included in Part II of this Form 10-K:
Consolidated Balance Sheets as of December 31, 1999 and 1998

Consclidated Statements of Operations for the years ended December
31, 1999 and 1998 and period from March 19, 1997 (Date of
Inception) to December 31, 1997.

Consolidated Statements of Shareholders' Equity for the years ended
December 31, 1999 and 1998 and period from March 19, 1997 (Date of
Inception) to December 31, 1997.

Consolidated Statements of Cash Flows for the years ended December
31, 1999 and 1998 and period from March 19, 1997 (Date of
Inception) to December 31, 1997.

-Consolidated Statements of Comprehensive Income for the years ended
December 31, 1999 and 1998 and period from March 19, 1997 (Date of
Inception) to December 31, 1997.

Notes to Consolidated Financial Statements

2. Financial Statement Schedules--Included in Part II of this Form 10-K:

Schedule II--Valuation and Qualifying Accounts

3. Exhibit Index:
Exhibit
Number Exhibit
2.1 Agreement and Plan of Merger, dated as of March 16, 1999 (the
"Frontier Merger Agreement"), among the Registrant, Frontier

Corporation and GCF Acquisition Corp. (incorporated by reference to

Exhibit 2 to the Registrant's Current Report on Form 8-K flled on
March 15, 1999 (the "Maxrch 19, 1999 8-K"]).

Consent and Amendment No. 1 to the Frontier Merger Agreement, dated as
of May 16, 1999, among the Registrant, GCF Acquisition Corp. and
Frontier Corporation (incorporated by reference to Exhibit 2 to the
Registrant's Current Report on Form 8-K filed on May 18, 1999 (the
"May 18, 1999 8-K")).

Amendment No. 2 to the Frontier Merger Agreement, dated as of
September 2, 1999, among the Registrant, GCF Acquisition Corp. and

. Frontier Corporation (incorporated by reference to Exhibit 2 to the

Registrant's Current Report on Form 8-K filed on September 3, 1999
(the "September 3, 1999 8-K")).

Sale and Purchase Agreement, dated as of April 25, 1999, between Cable
& Wireless plc and the Registrant (incorporated by reference to
Exhibit 2.1 to the Registrant's Current Report on Form 8-K filed on
July 16, 1999 (the "July 16, 1999 8-K")). -

Amendment to the Sale and Purchase Agreement, dated as of June 25,
1999, between Cable & Wireless plc and the Registrant (incorporated by
reference to Exhibit 2.2 to the July 16, 1999 8-K).

Agreement and Plan of Merger, dated as of May 16, 1999, between the
Registrant and U S West, Inc. (incorporated by reference to Exhibit 2
to the. Registrant's Current Report on Form 8-K filed on May 21, 1999
(the *"May 21, 1999 8-K")).

2.7 Letter Agreement, dated as of May 16, 1999, between the Registrant and
U S West, Inc. (incorporated by reference to Exhibit 99 to the May 21,

N 1999 8-K). . -

2.8 Termination Agreement, dated as of July 18, 1999, between the

Registrant and U S West, Inc. (incorporated by reference “td Exhibit
10.1 to the Registrant's Current Report on Form 8-K filed on July 20,

.1999 (the "July 20, 1999 8-K")).
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Exhibit
Number Exhibit

2.9 Sale Agreement, made on October 10, 1999, between Controls and

Communications Limited, The Racal Corporation, Racal Electronics Plc
and the Registrant (incorporated by reference to Exhibit 2.1 to the
Registrant's Current Report on Form 8-K filed on October 21, 1999 (the
"October 21, 1999 8-K*)).

Agreament and Plan of Merger, dated as of February 22, 2000, among the
Registrant, Georgia Merger Sub Corporation, IPC Communications, Inc.,
IPC Information Systems, Inc., Idaho Merger Sub Corporation and IXnet,
Inc. {lncorporated by reference to Exhibit 2.1 to the Registrant's
Current Report on Form 8-K filed on Marxrch 2, 2000 (the "March 2, 2000
8-K")).

Memorandum of Assoclation of the Registrant (incorporated by reference
to Exhibit 3.1 to the Registrant's Registration Statement on Form S-
1/A filed on July 2, 1898 (the "July 2, 1998 8§-1/a")}.

Certificate of Incoxporation of Change of Name of the Registrant dated
April 30, 1998 (incorporated by reference to Exhibit 3.3 to the
Registrant's Registration Statement on Form S-1/A filed on July 23,
1998 (the "July 23, 1938 S-1/A"}).

Memcrandum of Increase of Share Capital of the Registrant dated July
9, }998 {incorporated by reference to Exhlbit 3.4 to the July 23, 1938
S-1/4)

Memorandum of Increase of Share Capital of the Reglstrant dated
September 27, 1999 (incorporated by reference to Exhibit 3.1 to the
Registrant's Quarterly Report on Form 10-Q filed on November 15, 1993
{the "November 15, 13999 10-Q")). .

Bye-laws of the Regiatrant as in effect on Octocber 14, 1999
{incorporated by reference to Exhibit 3.2 to the November 15, 1395 10-
Ql.

Certificate of Designations of 6 3/8% Cumulative Convertible Preferred
Stock of the Registrant dated November 5, 1999 (incorporated by
reference to Exhibit 3.3 tc the November 15, 1999 10-Q).

Memorandum of Association of Glecbal Crossing Holdings Ltd.
{incorporated by reference to Exhibit 3.1 of Global Crossing Holdings
Ltd.'s Registration Statement on Form S-4 (File No. 333-61457)}.

Bye-laws of Glcbal Crossing Holdings Ltd. (incorporated by reference
to Exhibit 3.2 to Global Crossing Holdings Ltd.'s Registration
Statement on Form S-4 {File No. 333-61457)).

Certificate of Designations of 7% Cumulative Convertible Preferred
Stock of the Registrant, dated December 15, 1933 (incorporated by
reference to Exhibit 3.2 to Global Crossing Holdings Ltd.'s
Registration Statement on Form S-4 (File No. 333-61457)).

Certificate of Designations of 6 3/8% Cumulative Convertible Preferred
Stock, Series B of the Registrant, dated January 12, 2000 (filed
herewith).

Certificate of Designations of 10 1/2% Senior HExchangeable Preferred
Stock Due 2008 of Global Crossing Holdings Ltd. dated December 1, 1998
{incorporated by reference to Schedule A to Exhibit 3.2 to the Global
Crossing Holdings Ltd. Registration Statement on Form S-4 filed on
Decembexr 22, 1998). '

Indenture, dated as of May 18, 1998, between Global Crossing Holdings
Ltd. and United States Trust Company of New York, as Trustee
{incorporated by reference to Exhibit 4.2 to the Global Crossing
Heoldings Ltd. Registration Statement on Form S-4 filed on Becember 22,
1998).

Supplemental Indenture, dated as of June 25, 1993, between Global
Crossing Holdings Ltd. and United States Trust Company of New York, to
the Indenture dated as of May 18, 1998 (incorporated by reference to

.Bxhibit 4.4 to the Registrant's Registratiom Statement on Form S-4 ..

filed on July 12, 1999).
Credit Agreement, dated as of July 2, 1999, among the Registrant,
Global. Crossing Holdings Ltd., the Lenders party therete and The Chase
Manhattan Bank as Administrative Agent {(incorporated by reference to
Exhibit 10.7 to the Registrant's Registration Statement on Form S-4/A
£iled on August 5, 1939).
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Exhibit 5
Numbexr Exhibit

- - - an -

4.5 Indenture, dated as of November 19, 1999, among the Registrant.,
Global Crossing Holdings Ltd. and United States Trust Company of New
York {i ncorporated by reference toc Exhibit 4.5 te the Global Crossing
Holdings Ltd. Registration Statement on Form S-4 filed on Jammary 11,
2000 (File No. 333-94449)).

Except as hereinabove provided, there is no instrument with respect to long-
term debt of the Registrant and its consclidated subsidiaries under which the
total authorized amount exceeds 10 percent of the total consolidated assets of
the Registrant. The Registrant agrees to furnish to the SEC upon its request a
copy of any instrument relating to long-term debt.

10.1 Project Development and Construction Contract, dated as of March 18,
1997, among AT&T Submarine Systems, Inc. and Atlantic Crossing Ltd.
(formerly Global Teleaystems Ltd.} {incorporated by reference to
Exhibit 10.2 to the July 23, 19%8 S-1/A).

10.2 Project Development and Construction Contract, dated as of April 21,
1998, among Tyco Submarine Systems, Ltd. and Pacific Crossing Ltd.
{incorporated by reference to Exhibit 10.3 to the July 23, 1398 S-
1/A).

10.3 Project Development and Construction Ccntract, dated as of June 2,
1958, among Alcatel Submarine Networks and Mid-Atlantic Crossing Ltd.
{incorporated by reference to Exhibit 10.4 to the July 23, 1998 S-
1/A).

10.4 Project Development and Construction Contract, dated as of July 21,
1998, among Tyco Submarine Systems, Ltd. and Pan American Crossing
Ltd. (incorporated by reference to Exhibit 10.5 to the Registrant's
Quarterly Report on Form 10-Q filed on November 16, 1958).

10.5 Project Development and Construction Contract, dated as of July 30,
1999, among Alcatel Submarine Networks and South American Crossing
Ltd. (incorporated by reference to Exhibit 10.5 to the Global Crossing
Holdings Registration Statement on Form S-4 filed on January 11, 2000
(File No. 333-94449)) (portions have been omltt:ed pursuant to a
request for confidential treatment).

10.6 Lease made as of October 1, 1995 between North Crescent Realty V, LLC
and Global Crossing Development Company (incorporated by reference to
Exhibit 10.1 to the November 15, 1959 10-Q).

10.7 Form of Stockholders Agreement dated as of August 12, 1998 among the

. Registrant and the investors named therein (incorporated by reference
to Exhibit 9.1 to the July 23, 1998 S-1/A).
10.8 Form of Registration Rights Agreement dated as of August 12, 1998
: among the Registrant and the investors named therein (incorporated by
reference to Bxhibit 4.4 to the July 23, 1598 S-1/A).

10.9 Voting Agreement, dated as of March 16, 1999, among certain
shareholders of the Registrant parties thereto, Frontier Corporation
and, for certain purposes only, the Registrant (incorporated by
reference to Exhibit 10.2 to the March 19, 1999 B-K). :

10.10 Second Reaffirmation of Voting Agreement and Share Transfer
Restriction Agreement, dated as of September 2, 13559 (J.ncorporated by
reference to Annex S-B to the joint proxy statement/proapectus
supplement included in the Registrant's Registration Statement on Form
8-4 filed on September 8, 1995 (the "September 8, 1999 S-4").

10.11 Share Transfer Restriction Agreement, dated as of Septembex 2, 1999,
among certain shareholders of Global Crossing Ltd., certain
shareholders of Frontier Corporation and Global Crossing Ltd.
{incorporated by reference to Annex S-C to the joint proxy
statement/prospectus supplement included in the September 8, 1999 S-
4).

10.12 ‘Tender Qffer and Purchase Agreement, dated as of May 16, 1999, between
the Registrant and U § WEST, Inc. (incorporated by reference to
Bxhibit (¢) (2) to U S WEST, Inc.’s Schedule 14D-1 filed on May 21,

. 1999).
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Exhibit
.- Number Exhibit
10.13 sStandstill Agreement dated as of May 16, 199% between U S WEST, Inc.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10

10.

10.

18

17

18

19

20

21

22

23

24

25

.26

27

28

and the Registrant (incorporated by reference to Exhibit (¢){4) to U S
WEST, Inc.'s Schedule 14D-1 filed on May 21, 1999).

Voting Agreement dated as of May 16, 1999 between U S WEST, Inc. and
the Registrant (incorporated by reference to Exhibit (¢} (3) to U 8
WEST, Inc.'s Schedule 14D-1 filed on May 21, 1999).

Tender and Voting Agreement dated as of May 16, 1999 among U S WEST,
Inc., the Registrant and the shareholders party thereto (incorporated
by reference to Exhibit (¢} (5) to U 8 WEST, Inc.'s Schedule 14D-1
filed on May 21, 1999).

Agreement dated as of May 16, 1999 among the Registrant and the
shareholders party thereto (incorporated by reference to Exhibit
{c) (6) to U S WEST, Inc.'s Schedule 14D-1 filed on May 21, 1998).

Transfer Agreement dated as of May 16, 1959 among the Registrant and
the shareholders party thereto (incorporated by reference to Exhibit
(c) (8) to U S WEST, Inc.'s Schedule 14D-1 filed on May 21, 1939).

Amendment No. 1 dated as of July 18, 19399 to Tender Offer and Purchase
Agreement dated as of May 16 1999 between the Registrant and U S WEST,
Inc. (incorporated by reference to Exhibit 10.2 to the July 20, 1999
8-K).

Agreement, dated as of July 18, 1993, between Qwest Communications
International Inc. and the Registrant {incorporated by reference to
Exhibit 10.3 to the July 20, 1939 8-K).

Agreement, dated as of July 18, 1999, between Global Crossing Holdings
Ltd. and Qwest Communications International Inc. {incorporated by
reference to Exhibit 10.4 to the July 20, 1999 B-K).

Registration Rights Agreement dated as of November 5, 1999 among the
Registrant and the initial purchasers of the Registrant's 6-3/8%
Cumulative Convertible Preferred Stock named therein (incorporated by
reference to the Registrant's Registration Statement on Form S$-3 filed
on January 18, 2000 relating to such securities). )

Registration Rights Agreement dated as of November 5, 1939 among the
Registrant and the initial purchasers of the Registrant's 7%
Cumulative Convertible Preferred Stock named therein (incorporated by
reference to the Registrant's Registration Statement on Form S$-3 filed
on January 18, 2000 relating tec such securities).

1998 Global Crossing Ltd. Stock Incentive Plan as amended and restated
effective December 7, 1939 (incorporated by reference to Exhibit 10.21
£o the Glcbal Crossing Holdings Ltd. Registration Statement on Form S-
4 filed on January 11, 2000 (File No. 333-94449).

Form of Non-Qualified Stock Option Agreement as in effect on September
30, 1999 (incorporated by reference to Exhibit 10.2 to the November
15, 1999 10-Q).

Frontier Corporation Supplemental Retirement Savings Plan as amended
and restated effectlve January 1, 1996 (incorporated by reference to
Exhibit 10.13 to Frontier Corporation's Annual Report on Form 10-K
flled Maxrch 28, 1987} .

Amendment No. 1, effective March 16, 1999, to Frontier Corporation
Supplemental Retirement Savings Plan (anorporated by reference to
Exhibit 10.2 to Frontier Corporation's Quarterly Report on Form 10-Q
filed August 3, 1999).

Amendment No. 2, dated September 21, 1599, to Frontier Corporation
Supplemental Retirement Savings Plan (incorporated by reference to
Exhibit 10.5 to the November 15, 1999 10-Q).

Employment Agreement dated as of February 19, 1999 between the
Registrant and Robert Annunziata (incorporated by reference to Exhibit
10.8 to the Registrant's Quarterly Report on Form 10-{ filed on May

10, 18%9). .
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Exhibit
Number ' Exhibit

-

- -

10.29 Executive Contract dated Marxch 25, 1996 between Robert L. Barrett and

10.

10

10.

10

10.

10.

10.

12.
21
23.
27.

(b)

Frontier Corporation {incorporated by reference to Exhibit 10.25 to
Frontier Corporation's Quarterly Report on Form 10-Q filed May 14,
1996} .

30 Amendment dated May 1, 1999 to Executive Contract between Robert L.
Barrett and Frontier Corporation (incorporated by reference to Exhibit
10.7 to the November 15, 1999 10-Q).

.31 Executive Contract dated January 1, 1398 bhetween Joseph P. Clayton and

Frontier Corporation {incorporated by reference to Exhibit 10.22 to
Frontiexr Corporation's Annual Report on Form 10-K filed March 26,
1598).

32 Amendment dated, May 1, 1999 to Executive Contract between Joseph P.
Clayton and Frontier Corporation {incorporated by reference to Exhibit
10.9 to the November 15, 1999 10-Q).

.33 Employment Agreement dated as of December 5, 1395 between the

Registrant and Lec J. Hindery, Jr. (filed herewith).

34 Porm of Change in Control Agreement bhetween the Reglstrant and
Executive Officera of the Registrant approved by the Board of
Directorsg in January 2000 (filed herewith).

35 Subscription and Sale and Purchase Agreement, dated November 15, 1999,

*  among Hutchison Whampoa Limited, Hutchison Telecommunications Limited,
the Registrant and HCIL Holdings Limited {incorporated by reference to
Exhibit 10,33 to the Global Crossing Boldings Ltd. Registration
Statement on Form S8-4 filed on Januarxy 11, 2000 (File No. 333-94449)).

36 Employment Agreement dated as of December 3, 1999 between the
Registrant and John A. Scarpati (filed herewith).

1 Computation of Ratlo of Earnings to Fixed Charges (filed herewith).

.1 Subsidiaries of the Registrant (filed herewith).

1 Congent of Arthur Andersen (filed herewith).
1 Financial Data Schedule (filed herewith).

Reports on Form 8-K.

During the quarter ended December 31, 1999, the following reports on Form 8-
K were filed by the Registrant:

1.

{c)
{d)

Current Report on Form 8~K dated October 11, 1999 (date of earliest
event reported), f£iled on October 12, 1999, for the purpose of
reporting, under Item 5, the execution of an agreement to acquire
Racal Telecom.

Current Report on Form 8-K dated October 11, 1999 (date of earliest
event reported), filed an October 21, 1999, for the purpose of
£iling, under Item 2, the agreement governing the acquisition of
Racal Telecom.

Current Report on Form 8-K dated October 29, 1999 {date of earliest
event reported), filed on December 8, 1993, for the purpose of
reporting, under Item 5, recent issuances by Global Crossing Ltd. of
unreglstered securities.

Current Report on Form B-K dated November 24, 1999 (date of sarliest
event reported), filed on December 3, 1939, for the purpose of
reporting, under Item 2, the acquigition of Racal Telecom.

See Item 14 (a) (3) above.

See Item 1l4{a) {(2) above.
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHEDULE
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December 31, 1999 and 19598 and for the period March 19, 1997 (Date of
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Consolidated Statements of Cash Flows for the years ended December 31, 1939
and 1998 and for the pericd March 19, 1997 (Date of Inception}) to December
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December 31, 1999 and 1998 and for the period March 19, 1997 (Date of
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Global Crossing Ltd.:

We have audited the accompanying consolidated balance sheets of Global
Crossing Ltd. (a Bermuda company) and subsidiaries as of December 31, 1999 and
1998, and the related consolidated statements of operations, shareholders’®
equity, cash f£lows and comprehensive income for the years ended December 31,
1999 and 1998 and for the period March 18, 1997 (Date of Inception} to
December 31, 1397. These financial statements and schedule are the
responsibility of the Company's management. Our responsibility is to express
an opinion on these financial statements based on cur audits.

We conducted our audits in accordance with auditing standards generally
accepted in the 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 wade by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a
reascnable basis for our opinion.

In our opinion, the financial statements referred to above present falrly,
in all material respects, the financial position of Global Crossing Ltd. and
subsidiaries as of December 31, 1999 and 1998, and the results of their
operations and their cash flows for the years ended December 31, 19%9 and 1998
and for the pericd March 19, 1997 (Date of Inceptiocn} to December 31, 19897, in
conformity with accounting prlnciples generally accepted in the United States.

As explained in the Notes to the consolidated financial statements,
affective January 1, 1999, the Company changed its method of accounting for
start-up costs.

Our audits were made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The schedule listed in the Index to
Consolidated Financial Statements and Schedule is presented for purposes of
complying with the Securities and Exchange Commission's rules and regulations
and is not part of the basic financial statements. This schedule has bheen
subjected to the auditing procedures applied in the audits of the basic
financial statements and, in our opinion, fairly states in all material
respects the financial data required to be set forth therein in relation to
the basic financial statements taken as a whole.

/s/ Arthur Andersen

Arthur Andersen

Hamilton, Bermuda
February 23, 2000
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share information)

December 31, 19399 December 31, 1528
ASSETS:

Current assets:

Cash and cash equivalents.......cocoesvnse. $ 1,633,499 § B08&,593
Restricted cash and cash equivalents...... 93,294 77.180
Accounts receivable, net............c.coe.. 966,973 - 71,1958
Other assets and prepaid costs............ 252,767 21,637
Total current ASS8ELS....cosnosenes seasrasaen 2,946,533 976,615
Restricted cash and cash equivalents...... 138,118 367,600
Accounts receivable......c.oiiiiiieienneens 52,052 43,315
Capacity available for sale........0v.cnne - 574,849
Property and equipment, nmet............... 6,026,053 433,707
Goodwill and intangibles, net...... crreean 9,557,422 -
Investment in and advances to/from

affiliates, net...... e seretsesesaneana 323,960 177,334
Other assets...... . cvnnen caseesessaaransan 661,442 65,757
Total asset8. ... cvvvsvnnns seenrenn terarsen $18, 705,580 $2,639,177

3+ F 3 o b SmmESTooa
LIABILITIES:

Current liabilities:

Accrued construction COBES,. ..o ivnanannn $ 275,361 $ 129,081
Accounts payable.......ccunen  evseseananas 509,866 2,018
Accrued cost of access........ seraaraenae 154,285 ~-
Accrued liabilities...... e rarerearaarenn 280,629 29,972
Accrued interest and preferred dividends.. 66,745 14,428
Deferred revenue......... Ceeseserearreecen 127,367 44,1597
Income taxes payable......iveeeioriencsonnnn 140,034 15,604
Current portion of long term debt......... 5,496 6,393
Other current liabilities.........c.vvvene 292,810 14,572
- Total current liabilities........covuenuse 1,852,593 256,265
LONG-LeXM GOBE . 4 v v vnereenronennsennnnnn .. 5,018,544 1,066,093
Deferred revenue............. e aressieeas 383,287 25,325
Deferred credits and other..........cieuas 796,606 34,174
Total liabilities. ... oo iecirnncennnnnes 8,051,030 1,381,857
MINORITY INTEREST. v e vt v vonvsaninancvanssnas 351,338 -
MANDATORILY REDEEMABLE AND CUMULATIVE
CONVERTIBLE PREFERRED STOCK:

10 1/2% Mandatorily Redeemable Preferred

Stock, 5,000,000 shares issued and

outstanding as of December 31, 1999 and

1998, $100 liguidation preference per

share.....coeeeeeeenrnn  eeves s s ey 485,947 483,000
6 3/8% Cumulative Convertible Preferred

Stock, 10,000,000 and 0 shares issued and

outstanding as of December 31, 1999 and -

1998, respectively, $100 liquidation

preference per share.......vivavsvvevvnes 969,000 -
7% Cumulative Convertible Preferred Stock,

2,600,000 and 0 shares issued and

outstanding as of December 31, 1999 and

1998, $250 ligquidation preference per

share................,......... ...... vean §29,750 ~-

SHAREHOLDERS' BEQUITY: - -
Common stock, 3,000,000,000 shares .

authorized, par value $.01, 799,137,142

and 432,776,246 shares issued as of -

December 31, 1999 and 1998, respectively. 7,992 4,328
Treasury stock, 22,033,758 shares......... {209,415) {209,415) - -
Additiocnal paid-in capital and other hflay

shareholders' equity..... ‘eeares hemaanean 9,578,927 1,067,470
Accumulated deficit... ... iiuiiiiviennnnn {158,983) (88,063)

9,218,515 774,320

- i -
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Total liabilities and shareholders:
BQUILEY e v ittt ittt e et ettt $19,705,580

See accompanying notes.
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
{In thousands, except share and per share information)

Period from
March 19, 1937
Year Ended Year Ended {Date of Inception)
December 31, 1999 December 31, 1998 to December 31, 1957

- o - - W W W o A e e W A P - e W e =y e

REVENUE . .. vssvanonnsrans $ 1,664,824 -3 419,866 $ -
EXPENSES:
Cost of sales.....ovuue 850,483 178,492 --
Operations,
administration and .
maintenance........... 133,202 18,056 -

Sales and marketing.. 149,119 26,194 1,366

Network development. wes 26,183 10,962 78
. General and

administrative........ 210,107 26,303 1,618
Stock related .expense.. 51,3086 39,374 -
Depreciation and

amortization.......... 124,294 : 541 39
Goodwill and ’ )

intangibles

amortization....... 127,621 - --
Termination of advisory

services agreement. . - 139,689 -~

1,672,285 439,591 3,101
‘OPERATING LOSS. . . iouares (7.481) {19,725) {(3,101)
EQUITY IN INCOME (LOSS)

OF AFFILIATES...cacavae 15,708 {z,508) R --
-MINORITY INTEREST....... {1,338) - --
OTHER INCOME (EXPENSE):

Interest income........ 67,407 29,986 2,941

Interest expense....... - {139,077} (42,880) -~

Other income, net...... 180, 765 ’ - -

- - - - - - -

INCOME (LOSS) BEFORE
PROVISION FOR INCOME
TAZES, EXTRAORDINARY
ITEM AND CUMULATIVE
EFFECT OF CHANGE IN

ACCOUNTING PRINCIPLE... 116,004 {35,127) (160)‘
Provision for income '
LAXeB. .. s Chees e (126,539) {33,067) --
LOSS BEFORE

EXTRAORDINARY ITEM AND
CUMULATIVE EFFECT OF -
CHANGE IN ACCOUNTING

PRINCIPLE. s v s vevnvnaans {10,538) (68,194) (160}
Extraordinary loass on .
retirement of debt.... {45,681) {19,709) --

- - - -

LOSS BEFCRE CUMULATIVE
EFFECT OF CHANGE IN

ACCOUNTING PRINCIPLE... ' (56,216) (87,903) . (160}
Cumulative effect of
change in accounting . -

principle, net of
income tax benefit of :
51,4000 0runennvnnnnrs {14, 710) - - - -

NET LOSS. v vnnevamncnss {76, 926) {87,903) {160)
Preferred stock ’ i
dividends......... . {66,642) {12,681) (12,690)
Redemption of preferred
stock..... -— (34,140} --

- . b o - - - - - —

LOSS APPLICABLE TO
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COMMON SHAREHOLDERS, ...

NET LOSS PER COMMON

SHARE:

Loss applicable to
common shareholders
before extraordinary
icem and cumulative
effect of change in
accounting principle,
basic and diluted.....

Extracordinary item,
bagic and diluted.....

Cumulative effect of
change in accounting
principle,
basic and diluted.....

Net loss applicable to
common shareholders,
basic and diluted.....

Shares used in
computing basic and
diluted loss per
Share......eiunivarensn

§ (137,568) §  (134,724)
$ (0.15) $ (0.32)
(0.09) (0.06)
(0.03) -
$ {0.27) $ {0.28)
502,400,851 358,735,340

See accompanying notes.

F-4
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
{In thousands, except share and per share information)

lsguance of commom stock
for cash in March 1337
{Pate of Inception},
net of $1,364 issuancs
COBEB. cuovsvaraaesvons
Preterred stock
dividends....ccnnuennn
Net loss for the
pericd. ... .coinvnnnns

Balance, Decembér 31,
1997 iesicriocivnvinansa
Issuance of common

stock £or cash. ......
Cash reimbursemsnt to
gertain shazeholders..
Unearned compensation..
Amartization of
P tion exp .
POG Warrant8.....cancee
issuance of common
ptock in exchange for
termination of
advisory sexvices
agreement......ieenavn
Preferrsd stock
dlvidends.......cv000na
Premium on redemption
of praferred atock....
Comman stock
transactions with
certain shazeholders..
Iasuance of common
stack in connection
with initial public
offering, net of
930,916 lasuance
[1-7. 1 - - J
Isauance of common
stock from exerciss of
stock eptions.........
Het 1OBB.:rvisevessnese

Balance, December 31,
1998 0eniccirtnnscancen
Issuance of common

stock from exarcise of

stock options.........
Incoms tax benefit from

exercige of stock

optlond...cieeecennnns
Unearned compensaticn..
Amortisation of

Fmp tion exp

Issuance of coumon
stock in exchange for
non-compete rights and
licenses, . .c.cvneucrns

Cancellation of shares
ispued in connection
with terminated merger
with US West......vuse

335,773,934 $3,158

335,773,934 3,158

1,575,000 18

24,408,340 244
14,310,526 142
21,733,758 217
44,420,000 444

656,688 7

432,776,246 4,338

10,088,073 101

a,239,632 21

(2,231,076) (22)

22,0233,

22,033,

788 (309,415)

758 (409, 415)

A
Date Filed: 3/17/2000
Other Shareholders®
Equity
Additional Total
Pfaid-in Accumilated Sharsholders’
Capitalia) other Deticic Equity
4 83,713 § -- $ .- $ 86,971
(12,690) - - (112, 690}
(180) {180}
71,023 - {160} 74,121
2,773 .- - 2,788
{7,047} - - (7,047)
93,758 {583,758) - -
-- 37,111 - 37,111
275,054 - - 375,298
134,858 - - 135,000
{12,681} .- - {12,681}
{34,140} - - (34,140)
309,198 - e -
390,630 - .- 391,074
€52 - - - 899
- - {87,901} (87,903)
1,124,117 {56,647} {88, 063) 774,320
111,163 - - 111,364
M- P -1 Do -, - $, 368
55,066  (55,068) - --
- -51,306 - 81,306
18,978 .- o 20,000
{103,362) .- - (103,384)
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" Preferred stock .
dividends....... Ceenan - - - - {66,643) - - (66,642)

Shares issued in
connection with

Frontier acqguieiticn.. 35$,263,13S8 3,883 -~ - 8,503,974 - -—- 8,507,537
Shares isasued for

retirement of debt.... 1,031,132 10 .- - 5,250 - - 5,300
Poreign currency

translation .

adjustment..oovnevans . - - - - - {30,638) -- {20,638}
Unrealized gaic on ‘

securities......... .es -- - .- - - ETL -- 980
Net 108B...covovsn - - . - -— .- {70,926) (70, 926)

Balanca, December 31, :
1995 ... sevssreersesws 799,137,142 §7,892 22,033,758 $(209,415) $2,659,052 3(80,125) $(158,989) $3,218,515

(a) Additional Paid-in-Capital has been charged retroactively for the par
value of the shares issued as a result of the 2-for-1 stock split effected
in the form of a stock dividend effective on March 9, 1999.
See accompanying notes.

F-5
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS PROVIDED BY
OPERATING ACTIVITIES:
Net lo88.....0000uuunva -
Adjustments to

reconcile net loss to
net cash provided by
operating activities:
Extracordinary less on
retirement of senior
notes........ PN .
Cumulative effect of
change in accounting
principle....c..cuuvtn
Non-cash portion of US
West termination
AGTeeMENt. v sverennarnn
Stock related expenses.

Termination of advisory

services agreement....
Equity in (income) loss

of affiliates.........
Depreciation and
amortization..........
Provision for doubtful
accounts.......... “nee

Deferred income taxes..
Capacity available for
sale excluding cash
expenditures for
investing activities..
Other...... Ceeereanae
Changes in operating
assets and
liabilities.

st st R

Net cash provided by
operating activities.

CASH FLOWS USED IN
INVESTING ACTIVITIES:
Cash paid for

construction in
progress and capacity
available for sale....
Acquisitions, net of
cash acguired........ .
Proceeds from sale of
unconsolidated
subsidiary............
Purchases of property
and equipment.........
Investments in and
advances to
affiliates...covvanns .

FNet cash used in
investing activities.

CASH FLOWS PROVIDED BY
FINANCING ACTIVITIES:
Proceeds from issuance

of common stock, net..
Proceeds from issuance
of preferred stock,

{In thousands)

Periocd From
March 1%, 1997
(Date of Inception)

Year Ended Year Ended

December 31, 1999 December 31, 1938 to December 31, 1997

§ (70,926) § (87,903). $  {180)
45,681 19,709 ' --
14,710 - -

(103,384) . == " -
51,306 39,374 -
- 135,000 --
{15,708) 2,508 -~
251,915 541 39
37,157 4,233 -~
35,274 9,654 .-
-- 123,329 (21,200)
7,726 -- -
252,333 (37,718) 26,442
506,084 208,727 5,121

(1,577,044) (413,996) {428,743)

(2,456,811) -- -
379,086 -- -

{193,871) - .- -
{161,337) {18,701) --

{4,009,977) {430,697) (428,743)

111,364 392,298 73,736
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b+ T1 N
Proceeds from issuance
of senior notes.......
Proceeds from long-term
debt...vviirivenvannnsin
Repayment of long-term
debt..................
Retirement of 1997
issued senior notes...
Redemption of 1997
issued preferred
stock. . ... P
Finance costs incurred.
Cash reimbursement to
certain shareholders..
Minority interest
investment in
subsidiary............
Preferred dividends....
Decrease (increase} in
restricted cash and
cash equivalents......

Net. cash provided by
financing activities.

NET INCREASE IN CASH AND
CASH EQUIVALENTS.......

CASH AND CASH
EQUIVALENTS, beginning
of period......... ...

CASH AND CASH
EQUIVALENTS, end of

1,588,750
2,000,000
3,544,083

(3,351,732)

(141,027}

350,000
{(52,429)

271,790

B26,906

806,533

- -

$1,833,499

T I T 0 T

483,000
796,495
290,556
(176,890)
{159, 750)
{134,372)
{37,665}

(7,047)

{419,515}

$ 806,593

T R O R

92,470
150,000

162,325

{28,181)

- -

$ 1,453

0 e Y
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS-- (Continued)
{In thousands)

Period From
March 18, 19957
Year Ended Year Ended {Date of Inception)
December 31, 1539 December 31, 1998 to December 31, 13897

SUPPLEMENTAL INFORMATION
ON NON-CASH FINANCING
ACTIVITIES:
Common stock issued to
holders of preferred .
BLOCK . ettt erscnnavan . $ - -] -— $ 13,325
N R S S K 0 -4 22 3 F & 3 == SEmER
Common stock issued
upon conversion of
debt ... i $ 5,300 $ -— $ --
SUPPLEMENTAL INFORMATION '
ON NON-CASH INVESTING
ACTIVITIES:
Costs incurred for
construction in
progress and capacity -

available for sale.... $ 1,704,258 $ 607,865 $497,319
Increase in accrued
construction costs.... {119,405) (77,077} (52,414)
Increase in accrued
interest.............. - (8,412) (1,641)

Amortization of

deferred finance

COBEB. . v vvnvsnvaans (7,809} (7,883) {2,223}
(Increase) decrease i

obligations under . N
capital leases........ - 11,660 (12,298)
PCG Warrants........... - (112,157) --
Cash paid for

construction in

progress and capacity

available for sale.... $ 1,877,044 § 413,586 $428,743

A 2 S T 2 S 0 0 S 0 P+ -5+ £ -4 3 3 -2 2 &+ + 1

Non-cash purchases of

property and

equipment.......veve.. 5 38,300 $ -- $ --
k222 2-3 2323 %2 23 233 3 £ F-1 1 m—EmEEEIS=
Transfer of capacity
available for sale to
property and )
equipment......cic.uue $ 574,849 $ - -$ --
Common stock issued for
non-compete rights.... $ 20,000 $ - $ -=
F 2o 22 2-3-2-20 2 33 TR BERIITN 1 1+ 3 & 3 §
SUPPLEMENTAL DISCLOSURE:
OF CASH FLOW
INFORMATION:
Changes in coperating
assets and
liabilities: . - -
Accounts receivable. ... 8 (296,467) $(118,743) 5 --
.. Other current assets... (47,915} {46,662) {1,032)
Other Long-Term Assets. {98,029} .- -~
Deferred revenue....... 331,475 - 64,197 5,325
. Accounts payable and
accrued liabilities... 258,739 30,332 Tt 1,249
Income taxes payable... 73,650 15,604 --

Obligations under

inland services

agreement........v.c.. (21,994} 17,554 20,900
Deferred credits and
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Detail of acquisitions:
Assets acquired........
Liabilities assumed....

Common stock issued....

Net cash paid for
acquisitions..........
Cash acquired in .
acquisitions..........

Cash paid for
acquisition, including
transaction fees......

Investments in
Affiliates:

Cost of investments in
affiliates............
PCG WarrantS...........

Cash paid for interest

" and income taxes:
Interest paid and
capitalized...........

Interest paid (net of
capitalized interest).

Cash paid for taxes....

52,874

$ 252,333

assx=aa=3==

$11,120,676

(2,613,149)

$ 8,507,527

$ 2,456,811
123,885

$ 2,580,666

$ '(161,337)

$ (161,337
$ 219,289

F-7

$ (37,718)
$ --
s -
s --
$ -

$(179,842)

163,141
$ (16,701)
$ 39,424
$ 33,854
$ . 7,809

See accompanying notes.

$ 26,442
8 -
$ -

$ -
$ -
$ -
s -
$ B,136
s --
$ -
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
{In thousands)

Period from
March 1%, 1957
Year Ended Year Ended {Date of Inception)
December 31, 1999 December 31, 1998 to December 31, 1997

Net 1o88...cciceonranesen 5170, 926) $(87,903) 8{160)
Foreign currency :
translation
adjustment....... (20,698} -- -
Unrealized gain on
securities............ 980 -~ -
Comprehensive loss...... 5(90,6434) ${87,903) ${160)

See accompanying notes.

F-8
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TC CONSOLIDATED FINANCIAL STATEMENTS
1. BACKGROUND AND ORGANIZATION

Global Crossing Ltd. (a Bermuda company, together with its consolidated
subsidiaries, "GCL" or the *Company”} is building and offering services over
the world's first independent glocbal fiber optic network, consisting of
101,000 announced route miles and serving five continents, 27 countries and
wore than 200 major cities. Upon completion of our currently announced
systems, our network and our telecommunications and Internet product cofferings
will be available in markets constituting over 80% of the world’'s
internaticnal communications traffic.

The Company's strategy is to be the premier provider of global broadband
Internet Protocol ("IP") and data services for both wholesale and retail
customers. The Company is building a state-cf-the-art fiber optic network that
management believes to be of unprecedented glcbal scope and scale to serve as
the backbone for this strategy. Management believes that the Company's network
will enable it to be the low cost service provider in most of its addresaable
markets. -

Asia Global Crossing, a joint venture with Softbank Corp. and Microsoft
Corporation intends to become the first truly pan-Asian carrier to offer
worldwide bandwidth and data communications. The Asia Global Crossing joint
venture was established on November 24, 1999.

GlobalCenter, a wholly-owned subsidiary of-GCL, will expand its product set
to become a single-source e-commerce service solution that will provide web-
centric businesses with the high availability, flexibility and scalability
necessary to compete in the rapidly expanding digital economy.

Global Crossing Ltd. serves as a holding company for its subsidiaries®
operations, including Global Marine Systems (acquired July 2, 1999), Frontier
Corporation {acquired September 28, 1999), and Racal Telecom (acquired
November 24, 1999).

In February 1999, the Company's Board of Directors declared a 2-for-1 split
of the Company's common stock in the form of a stock dividend which was
effective on March 9, 1999. All share information presented in these
congclidated financial statements gives retroactive effect to the 100-for-1
stock split in January 1998, 1.5-for-1 stock dividend in August 1998 and 2-
for-l stock dividend on March 9, 1999.

2. SIGNIFICANT ACCOUNTING POLICIES

These consclidated financial statements have been prepared in accordance
with accounting principles generally accepted in the United States. The
significant accounting policies are summarized as follows:

a) Principles of Consolidation

The coﬁsolidated financial statements include the accounts of GCL and its
wholly-owned subsidiaries. All significant intercompany. transactions have been
“eliminated. -

As described in Note 3, the Company completed the acquisitions of Global
Marine Systems, Frontier and Racal Telecom during 1999. These acguisitions
have had a major impact on the comparability of the Company's financial
statements. To assist the reader of these financial statements and related
notes, the Company has disclosed certain financial information in Note 3
including the pro forma impact of these acquisitions.

b) Use of Estimates
The preparation of financial statements in conformity with generally

accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and-liabilities and
disclosure 6f contingent assets and liabilities at the date of the financial
statements, as well as the reported amounts of revenue and expenses during the
reporting period. Actual amounts and results could differ from thoge
estimates. '

F-9
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSCLIDATED FINANCIAL STATEMENTS-- (Continued)

The Comwpany's operations and ability to grow may be affected by numerous
factors, including changes in customer requirements, new laws and governmental
regulations and policies, technological advances, entry of new competitors and
changes in the willingness of financial institutions and other lenders to
finance acquisitions and operations. The Company cannot predict which, if any,
of these or other factors might have a significant impact on the
telecommunications industry in the future, nor can it predict what impact, if
any, the occurrence of these or other events might have on the Company's
operations.

c) Development Stage Company

The Company was in its development stage until May 1998 when the United
States to United Kingdom segment of the AC-1 system was placed into service,
and the Company began generating significant amounts of revenue.

d) Revenue Recognition
Services

Revenue recognized as services, including sales of capacity under operating
type leases, are provided, net of an estimate for uncollectible accounts.
Payments received from customers before the relevant criteria for revenue
recognition are satisfied are included in deferred revenue in the accompanying
consolidated balance sheets.

Sales-Type Leases

Revenue from Capacity Purchase Agreements ("CPAs"} that meet the criteria of
sales-type lease accounting are recognized in the period that the rights and
obligations of ownership transfer to the purchaser, which occurs when (i) the
purchaser obtains the right to use the capacity, which can only be suspended
if the purchaser fails to pay the full purchase price or fulfill its
contractual obligations, (ii) the purchaser is obligated to pay Operations,
Administration and Maintenance ("OCA&M") costs and (iii) the segment of a
system related to the capacity purchased is available for service. Certain
customers who have entered into CPAs for capacity have paid deposits toward
the purchase price which have been included as deferred revenue in the
accompanying consolidated balance sheets.

Prior to July 1, 1933, substantially all CPAs were treated as sales-type
leases as described in Statement of PFinancial Accounting Standards No. 13,
"Accounting for Leases" ("SFAS 13"). On July 1, 19992, the Company adopted
Financial Accounting Standards Board Interpretation No. 43, *"Real Estate
Sales, an interpretation of FASB Statement No. 66" ("FIN 43"), which requires
prospective transactions to meet the criteria set forth in Statement of
Pinancial Accounting Standards No. 66, "Accounting for Sales of Real Estate"
{"SFAS 66") to qualify for sales-type lease accounting. Since sales of
terrestrial capacity did not meet the new criteria, the terrestrial portion of
CPAs executed subsequent to June 30, 1999 were recognized over the terms of
the contracts, as services.

Percentage-of-Completion

Revenues and estimated profits under long-term contracts for undersea
telecomrunication installation by Global Marine Systems are recognized undex
the percentage-of-completion method of accounting.

e} Cost of Sales

Serviges
Costs of the network relatiné to capacity contracta accounted for as
operating leases are treated as fixed assets and, accordzngly, are depreciated.
ovér the estimated useful life of the capacity.

F-10
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
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Sales~-Type Leases

Prior to October 1, 1999, the effective date of the Frontier merger, cost of
sales for subsea circuits was calculated based on the ratio of capacity
revenue recognized in the period to total expected capacity revenue over the
life of the network system, multiplied by the total remaining costs of
constructing the network system. This calculation of cost of sales matches
costs with the value of each sale relative to total expected revenue. Until
the entire system was completed, for purposes of calculating cost of sales,
the total system costs incurred included an estimate of remaining costs to be
- incurred to complete the entire system plus the cost of system upgrades that
management had the intent and ability to complete, provided the need for such
upgrades was supported by a third party consultant‘s independent revenue
forecast.

Beginning October 1, 1999, the Company initiated service contract accounting
and therefore began depreciating all of its systems; however, certain h
contracts still qualified for sales-type lease accounting. For these
transactions, the Company's policy provided for recording cest of sales in the
periocd in which the related revenue was recognized, in additicn to the
depreciation charge described below (see Property and Equipment and
Construction in Progress). Under service contract accounting, the amount
charged to cost of sales relating to subsea capacity was calculated by
determining the estimated net book value of the specific subsea capacity at
the time of the sale. The estimated book value includes expected costs of
capacity the Company has the intent and ability to add through upgrades of
that system, provided the need for such upgrades is supported by a third-party
consultant's independent revenue forecast.

£) Commissions and Advisory Services Fees -

The Company's policy is to record sales commigsions and advisory fee
expenses and related payables upon the recognition of revenue sc as to
appropriately match these costs with the related revenue. Under the Advisory
Services Agreement {"ASA"), which was terminated by December 31, 1958, the
Company paid PCG Telecom Services LLC ("PCG Telecom"} and its affiliates 2% of
revenue for advisory services performed. Under the Sales Agency Agreement, the
Company paid Tyco Submarine Systems Ltd. ("TSSL"} a commission based on a
percentage of revenue from the sale of capacity on certain of the Company's
gsystems.

g) Cash and Cash Equivalents, Restricted Cash and Cash Equivalents {(Current
and Long Term)

The Company considers cash in banks and short term highly liquid investments
with an original maturity of three months or less at the date of purchase to
be cash equivalents. Cash and cash equivalents and restricted cash and cash
equivalents are stated at cost which approximates fair value. »

h} Property and Equipment and Construction in Progress

Property and equipment, which includes capitalized leases, are stated at
cost, net of depreciation and amortization. Major enhancements are
capitalized, while expenditures for repairs and maintenance are expensed when
incurred. Costs incurred prior to a segment's completicn are reflected as
construction in progress in the accompanying consclidated balance sheets and
recorded as property and equipment at the date each segment of the applicable
system becomes operational.

Construction in progress includes direct expenditures for construction of
network systems and is stated at cost. Capitalized costs include costs
irdcurred under the coenstruction contract; advisory, consulting and legal fees;
interegt; and amortized finance costs incurred during the construction phase.
Once it is probable that a cable system will be constructed, costs directly
identifiable with the cable system under development are capitalized. Costs
relating to the evaluation of new projects incurred prior to the date the
development of the network system becomes probable are expensed as incurred.

In connection with the construction of the Global Crossing network, the
Company has entered into various agreements to sell or exchange dar¥ fiber,
ducts, rights of ways, and certain capacity. These non-monetary exchanges are
recorded at the cost of the asset transferred or, if applicable, the fair
value of the asset received.
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Interest incurred, which includes the amortization of deferred finance fees
and issuance discount ("interest cost"), are capitalized to construction in
progress. Total interest cost incurred and interest capitalized to
construction in progress during the periods presented were:

For the period
March 31, 193%7
Year Ended Year Ended {Date of Inception)
December 31, 1999 December 31, 1998 tc December 31, 1957

(In thousands)

Interest cost incurred.. $217,136 $92,813 $9,777
Interest cost

capitalized to

construction in

Progress. ....ce.n. crveen $ 78,059 $489,933 $5,777

P T 2t 1 ZR=ITEZ WMERmMIR

Depreciation is provided on a straight-line basis over the estimated useful
lives of the assets, with the exception of leasehold improvements and assets
acquired through capital leases, which are depreciated over the lesser of the
estimated useful lives or the term of the lease. Estimated useful lives are as
follows:

Buildingsg. .ovverricnnncanas S e aceatrec et taas et anann 10-40 years
Leagehold IMprOVemMENES . ... s s rnv et cracrossasassanasssannssensn 2-25 years
Furniture, fixtures and equipment............. et 2-30 years

Transmission equipment........ Neesramesanna e reten e e 3-25 years

Beginning Octocber 1, 1998, the Company commenced service contract
accounting. Carrying amounts related to completed subsea systems were
reclagsified from capacity available for sale to depreciable assets, and are
being depreciated over their remaining economic useful lives.

When property or equipment is retired or otherwise disposed of, the cost and
accumulated depreciation are relieved from the accounts, and resulting gains
or losses are reflected in the determination of current net income.

The Company reviews the carrying value of property and equipment for
impairment whenever events and circumstances indicate that the carrying value
of an asset may not be recoverable from the estimated future cash flows
expected to result from its use and eventual disposition. In cases where
undiscounted expected future cash flows are less than the carrying value, an
impairment loss would be recognized equal to an amount by which the carrying
value exceeds the fair value of the assets.

i) Goodwill and Intanglblea

Costs in excess of net assets of acquired businesses are amortized on the
straight-line method over 3 to 25 years. In cases where undiscounted expected
future cash flows are less than the carrying value, the impairment less would
be included in the determination of current net income. Subsequent to
acquisitions, the Company continually evaluates whether later events and
circumstances have occurred which indicate that the remaining estimated useful
life of intangible assets may warrant revision or that the remaining balance
of such aasets may not be recoverable. When factors indicate that intangible
assets. should be evaluated for possible impairment, the Company uses an
egtimate of the undiscounted operating income over the remaining life of the
intangible assets in measuring whether the intangible assets are recoverable.

33 Deferred Finance Costs -

Costs incurred to obtain financing through the issuance of senior notes and
long-texm debt have been reflected as an asset included in other assets in the
accompanying conscolidated balance sheets. Costs incurred to obtain financing
through the issuance of preferred stock have been reflected as a reduction in
the carrying value
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--{(Continued)
of the issued preferred stock. The financing costs relating to the debt are
amortized over the lesser of the term of the related debt agreements or the
expected payment date of the debt obligation. In 1958, certain preferred stock
was redeemed at which time the remaining balance of unamortized discount and
offering costs was charged against additiomal paid-in capital. In 1999 and
1598, certain long-term debt was extinguished, at which time the remaining
balance of unamortized discount and offering costs was written off and
included in extraordinary loss on retirement of debt.

During the construction period, the amortized portion.of deferred financing
costs relating to the senior notes and the long-term debt are included in
construction in progress as a component of interest capitalized or recorded as
interest expense in accordance with Statement of Financial Accounting
Standards (SFAS) No. 34, "Capitalization of Interest Cost". The amortized
portion of the deferred financing costs relating to the preferred stock is
included as a component of preferred stock dividends.

k) Investments

Investments in which the Company does not have significant influence or in
which the Company holds an ownership interest of less than 20% are recorded
using the cost method of accounting. The equity method of accounting is
applied for investments in affiliates, if the Company owns an aggregate of 20%
to 50% of the affiliate and if the Company exercises significant influence
over the affiliate. The equity method is also applied for entities in which
the Company's ownership is in excess of 50% but over which the Company is
unable to exercise effective control. If the Company holds more than 50% of
the ownership and is able to exercise effective control, the owned entity’'s
financial statements and the appropriate deductions for minority interest are
included in the accowpanying consclidated financial statements.

1} Financial Instruments

The Company uses derivative financial instruments to reduce its exposure to
adverse fluctuations in interest rates and foreign currency exchange rates.
The Company has established policies and procedures for risk assessment and
the approval, reporting and monitoring of derivative financial instrument
activities. The Company does not enter into financial instruments for trading
or speculative purposes. Accordingly., they are presented on the accempanying
consolidated balance sheet at their carrylng values, which appraximates their
fair values. Fair values are based on market quotes, current interest rates or
management estimates, as appropriate.

The Company has entered into forward currency contracts, hedging the
exchange risk on committed foreign currency transactions. Gains and losses on
these contracts are recognized at the time the underlying transaction is
completed.

As discussed in Note 15, the Company has entered intc an interest rate swap
agreement to hedge its variable interest-rate exposure on debt. Hedge
accounting was applied in respect of these instruments; accordingly, the net
cash amounts to be paid or received on the agreement are accrued and
recognized as an adjustment to interest expense on the related debt.

m) Income Taxes

The Company recognizes current and deferred income tax assets and
liabilities based upon all events that have been recognized in the
consolidated financial statements as measured by the enacted tax laws.

n) Effect of Foreign Currencies . - -

For those subsidiaries using the U.S. Dollar as their functional currency,
transaction loss is recorded in the accompanying consclidated statements of
operations. The Company's foreign transaction loss was $26.9 million
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for the year ended December 31, 1993. The effect of foreigm currency
transactions in all periods prior to the year ended December 31, 1959 were
immaterial.

For those subsidiaries not using the U.S. Deollar as their functional
currency, assets and liabilities are translated at exchange rates in effect at
the balance sheet date and income and expense accounts are translated at
average exchange rates during the period. Resulting translation adjustments
are recorded directly to a separate component of shareholders' equity. For the
year ended December 31, 1999, the Company incurred a foreign currency
translation loss of $20 7 mlllion For all periods prior to December 31, 1559,
the translation adjustments were immaterial.

o) Stock Cption Plan

The Company accounts for stock option grants in accordance with Accounting
Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees®
(*aAPB 25"), and, accordingly, recognizes compensation expense for stock option
grants to the extent that the estimated fair value of the stock exceeds the
exercise price of the option at the measurement date. The compensation expense
is charged against operations ratably over the vesting period of the options.

p) Concentration of Credit Risk

The Company has some concentration of credit risk among its customexr base.
The Company performs ongoing credit evaluations of its larger customer's
financial condition. As of and for the year ended December 31, 1999, five
customers represented 14% and 29% of the Company's receivables and revenue,
respectively.

g) Change in Accounting Policy

The Company adopted Statement of Position 98-5, "Reporting on the Costs of
Start-Up Activities® ("SCP 398-5"} in the first guarter of 1599. Accordingly, a
one-time charge of $15 million (net of tax benefit), representing start-up
costs incurred and capitalized during previous periods, was charged against
net income.

r} Pending Accounting Standards

In June 19393, the FASB issued SFAS No. 137, "Accounting for Derivative
Instruments and Hedging Activities--Deferral of the Effective Date of SFAS No.
1337, which deferred SFAS No. 133's effective date to fiscal quarters
beginning after June 15, 2000. This statement standardizes the accounting for
derivatives and hedging activities and requires that all derivatives be
recognized in the statement of financial position as either assets or
liabilities at fair wvalue. Changes in the fair value of derivatives that do
not meet the hedge accounting criteria are to be reported in earnings. The
impact of the adoption of this standard has not been guantified.

s} Reclagsifications

Cextain prior year amounts have been reclassified in the consolidated
financial statements to conform to curxyent year presentation.

3. MERGERS AND ACQUISITIONS

The following mergers and acquisitions occurred during 1999 and have been
accounted for in the accompanying consolidated financial statements under the
purchase method of accounting for business combinations. The purchase price
wds allocated based on the estimated fair value of acquired assets and
liabilities at the date of acguisition.
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Global Marine Systems Acquisition

On July 2, 1999, the Company acquired the Global Marine business of Cable &
Wireless Plc for approximately $908 million, consisting of a combination of
cash and assumed indebtedness. This resulted in an excess of purchise price
over net assets acquired of $693 million, which was allocated to goodwill and
other intangible assets and are being amortized on the straight-line method
over 3-25 years. Global Marine Systems provides services, including
maintenance under a number of long-term contracts, to cables built by carriers
and is the world's largest undersea cable installation and maintenance
company. The Company initially financed the acquisition with committed bank
financing in the amount of $600 million and the remainder with cash on hand.

Frontier Corporation Merger

On September 28, 1999, the Company completed its merger with Frontier
Corporation, resulting in Frontier becoming a wholly owned subsidiary of the
Company .

Frontier shareholders received 2.05 shares of the Company's common stock for
each outstanding share of common stock of Frontier Corporation, for a total of
355 million shares of Global Crossing common stock, including outstanding and
unexercised stock options. The purchase price of $10.3 billion reflects a
Global Crossing stock price of $22 15/16 per share, the average closing price
of Global Crossing common stock from September 1, 1999 through September 3,
1999, and includes long term debt and Frontier stock options assumed by Global
Crossing. For accounting purposes, the merger with the Company is deemed to
have occurred as of the close of business on September 30, 1999. The excess of
purchase price over net assets acquired of $7.7 billion was allocated to
goodwill and other intangible assets; goodwill and intangible assets are being
amortized on the straight-line method over 6-25 years

" Racal Telecom Acgquisition

On November 24, 1999, the Company acquired Racal Telecom for approximately
$1.6 billion in cash. The Company entered into a (Pounds)675 million
(approximately $1,091 million as of December 31, 1999) credit facility to
finance the acquisition. The excess of purchase price over net assets acquired
of $1.6 billion was allocated to goodwill and is being amortized on the
straight-line method over 6-25 years. Racal Telecom owns one of the most
extensive fiber telecommunications networks in the United Kingdom. For
accounting purposes, the acquisition is deemed to have occurred as of the
close of business on November 30, 1999.

Asia Global Crossing

On November 24, 1999, the Asia Global Crossing joint venture was
established. In exchange for a majority interest, the Company contributed to
the joint venture its development rights in East Asia Crossing ("EAC") and its
58% interest in Pacific Crossing ("PC-1"). Softbank Corp. and Microsoft
Corporation each contributed $175 million in cash to Asia Global Crossing. In
addition, Softbank and Microsoft committed to make a total of at least $200
million in capacity purchases on our network over a three-year period,
expected to be utilized primarily on PC-1 and EAC. Softbank and Microsoft have
also agreed to use Asia Global Crossing's network in the region, subject to
specified conditions. Minority interest of $351 million was recorded in 1999
in comnection with this joint venture.

Hutchison Global Crossing

On Ngvember 15, 1999, the Company entered into an agreement with Hutchison
Whampoa Limited ("Hutchison") to form a joint venture €alled Hutchison Global
Crossing, which began operations on January 12, 2000. The joint venture is
owned in equal parts by the Company and Hutchison. In exchange for its 50
percent interest, the Company will contribute certain assets and services to
the joint venture and, in January 2000, issued to Hutchison $400 million
aggregate liquidation preference of its 6 3/8% cumulative convertible
preferred stock, series B, convertible into its common stock. e
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The initial purchase price allocations for the 1999 business combinations
are based on current estimates. The Company will make final purchase price
allocations based upon f£inal values for certain assets and liabilities. As a
result, the final purchase price allocation may differ from the presented
estimate.

The following unaudited pro forma condensed combined financial information
of Global Crossing, Global Marine Systems, Frontier, Racal Telecom and the
Hutchison Global Crossing joint venture demonstrates the results of operations
had the merger and acquisitions related transactions been completed at the
beginning of the periods presented.

December 31,

(unaudited)
(In thousands, except
share and per share data)

ROVENUE. ¢ o v ettt vvnrassnssoastsasnsnsceaansaannans $ 4,139,897 $ 3,643,521

Net loss before extraordinary items and
cumulative effect of change in accounting

PrinCiPles. . ittt ittt it et e et 8 (462,544) § (474,882)
Net 1088 . . uueereeeeceeneeneersoneeraansnnns e $ (522,935) § (496,346)
Loss applicable to common shareholders before

extraordinary items and cumulative effect of .

change in accounting principles................ $ (554,715) $ (513, 063)
Loss applicable to common shareholders.......... $ (614,986) $ (568,487)
Loss per common share:

Loss applicable to common shareholders
Basic and diluted..............ccco...s S $ (0.80) $ (0.80)
Loss applicable to common shareholders before

extraordinary items and cumulative effect of

change in accounting principles '

Basic and diluted.. ... iuiieviinnensrarnsannsos $ (0.72) $ (0.72)
Shares used in computing loss per share
Basic and diluted. ... ...ttt nnnnnannons 767,355,151 708,518,640

4. RESTRICTED CASH AND CASH EQUIVALENTS

Current and long term restricted cash and cash eguivalents include the
following:

December 31,

(In-thousands)

Funds restricted for PC-1 construction.........eevieveaces $138,118 $231,790
Funds restricted under the AC-1 Credit Facility........... -- 89,000
Funds restricted for MAC construction.........cevveeeroane -- 65,000
Funds restricted for dividends payments to parent company. 76,202 L=
Funding for future interest on senior notes............... - 38,000
=2 2 T e aes e 17,092 21,000

- ) $231,412 $444,790

Under the Open Market Plan, dividend payments to the parent company are
temporarily prohibited until Frontier Telephone of Rochester, Inc. ("FTR")
receives clearance from the New York State Public Service Commissiof” that
service requirements are being met. Cash restricted for dividend payments by
FTR, as of December 31, 1999, was approximately $76.2 million.
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S. ACCOUNTS RECEIVABLE

Current and long term accounts receivable are comprised of:
December 31,

(In thousands)

Accounts receivable.........cccn.. [, Cee e seneae .. $1,114,135 $118,743
Allowance for doubtful accountS......ccceeeeveae e (95,110) (4,233)
Accounts receivable, net........cveicirenanncncanonnnas . $1,019,025 $114,510

6. PROPERTY AND EQUIPMENT
Property and equipment consist of the following:

December 31,

(In thousands)

Land....viiineennen s iinann e O .. 8 14,886 3 --
Buildings......ccc-c... e et eetet e e rne e . 184,827 --
Leasehold improvementsS.....c.ceeeeicsessnans Ceeeeeanan . 29,096 774
Furniture, fixtures and equipment... ..... Cetas e 771,585 5,306
Transmission equipment. ... ccc.tevieevrcararnaisenssanes 2,544,903 --
3,545,297 6,080
" Accumulated depreciation.............000.nn eereresaan.  (124,874) (580)
3,420,423 5,500
Construction in progress........ Ceeisessarresssessssaes 2,605,630 428,207
Total property and equipment, met........vivevcennrenns $6,026,053 $433,707

Depreciation and amortization expense for the year ended December 31, 1999
was approximately $124 million. Depreciation expense for December 31, 1998 and
for the period ended March 19, 1997 (date of inception) to December 31, 1997
was insignificant. . o

7. GOODWILL AND INTANGIBLES

The Company acquired three companies in 1999 as described in Note 3. All
companies acquired have been accounted for as purchases with the excess of the
purchase price over the estimated fair value of the net assets acquired
recorded as goodwill.

Goodwill and intangibles are as follows:

December 31,

(In thousands)

Goodwill and”intangibles..........;....;..

feeresisarean $9,685,043 3 --

Accumulated amortization............. O P A A (127,621) -

Goodwill and'intangibles, net..ceieenvacne Ceereaen e $9,557,422 3§ --
F-17 M
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8. INVESTMENT IN AND ADVANCES TO/FROM AFFILIATES
Investment in Pacific Crossing Ltd. ("PCL")

In April 1998, the Company entered into a joint venture to construct the PC-
1 cable system which is owned and operated by PCL. The Company has an economic
interest in PCL represented by a 50% direct voting interest and, through one
of the joint venture partners, owns a further 8% economic non-voting interest.

Investment in Global Access Ltd.

In December 1998, the Company entered into a joint venture, Global Access
Ltd., to construct and operate GAL, a terrestrial cable system connecting
Tokyo, Osaka and Nagoya with PC-1. The Company has a 49% interest in Global
Access Ltd. .

The Company's investments in PCL and GAL are accounted for as interest in
affiliates under the equity method because the Company is not able to exercise
effective control over their operatioms.

~The Company's investment in affiliates consists of the following:

- December 31,

{In thousands)

Investment in Pacific Crossing Ltd..... i beat et see e $266,068 5160,639
Investment in Global Access Ltd......c.couen. ceeeraer e 22,693 16,695
Other investments and advances to/from affiliates......... 35,199 --
Investment in and advances to/from affiliates............. $323,960 $177,334
" ==mo=m=== SIEZ=m=m=m=m=
9. TAXES

The Company accounts for income taxes in accordance with SFAS No. 109,
"Accounting for Income Taxes" ("SFAS 109"). The provision for income taxes is
comprised of the following:

December 31,

(In thousands)

CUrrent.....ccoiveceremnrencnennannas e eecretesaessenssraeas $5144,906 $23,413
Deferred.........con0. Ce et tiesreeat e et e ... (18,367 9,654
Total income tax expense..... et eecee e Ceereeea $126,539 $33,067

Deferred income taxes reflect 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 purpeoses.

Bermuda does not impose a statutory income tax and consequently the
provision for income taxes recorded relates to income earned by certain
subsidiaries of the Company which are located in jurisdictions which impose
income taxes.
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The following is a summary of the significant items giving rise to
components of the Company's deferred tax assets and liabilities:

December 31,

Liabilities Assets Liabilities

________________ R g

{In thousands)

{In thousands)

Bad debt reserve.............. ... § 11,199 $ -- 1 -- s -
Research and development costs. - (41,018) - -
Depreciation......cocvniiiinanannn -~ (380,893) - (4,042)
Basis adjustment to purchased
COMPANLES. o v vee v anennnnrnenns -- {9,282) - --
Employee benefits obllgation ..... - {32,918) - -
- Net cperating loss (NOL) .
carryforwards.............. . 58,865 - - -
Deferred and stock related
compensSation. « oo e ciecnnnnasan 11,066 - 504 -
Other....... fe e e e Ce e raeae e 35,156 {15,235) == (6,116)
) 116,286 {479, 346) 504 {10,158)
Valuation allowance............. . (54,780) - - --
$ 61,506 ${479,346) § 504 $(10,158)

MEDTRRER

T

The Company established a valuation allowance of $54,780 as of December 31,
1999. The valuation allowance is related to deferred tax assets due to the
uncertainty of realizing the full benefit of the NOL carryforwards. Im
evaluating the amount of valuation allowance needed, the Company considers the
acquired companies' prior coperating results and future plans and expectations.
The utilization period of the NOL carryforwards and the turnaround period of
other temporary differences are also considered. The Company’'s NOLs begin to

expire in 2004.
10. LONG-TERM DEBT

Outstanding debt consists of the following:

December 31,

[ - - -

{In thousands)

9 1/2% Senior Notes due 2009... ... ccvveennncen PPN $1,100,000- § -
9 1/8% Senior Notes due 2006........ P e eaaas 900,000 -
9 5/8% Senior Notes due 2008......0000ecevnnuoennenca 800,000 800,000
Senior Secured Revolving Credit Fac:.lity.‘. e 648,597 -
Racal Telecom Term Loan A.......vveececrorsonsasannns 646,130 -
Medlium-Term Notes, 7.51%--9.3%, due 2000 to 2004..... 219,000 -
7 1/4% Senior Notes due 2004.....c0vinnennnenennn 300,000 .-
6% Dealer Remarketable Secur:.tles (DRS) due 2013..... 200,000 --
TAC-1 Credit Facility.......ciiinionnncnvennn s - 266,799
[ - henseaann Che e . 242,028 9,192
oAl QO . .ttt iun i teeneenernoseanononneeeenennnnonns 5,088,755 1,075,991
Less: discount on long-term debt, Met................ {31,715) {3,505)
“Less: current portion of long-termdebt.............. - {5,496} (6,393)
Long-term debt.......... A eeceme s et ey $5,018,544 $1,066,093
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Maturities of long-term debt are as follows (in thousands):

Year Ending December 31,

-+ ¢ S 5,496
1 121,411
b2 ¢ 11 12 Chaeaa e Cre e ene e .o 43,618
14 . 38,338
2004....... it emaesamams e Cer e bt sssaset e .. 1,187,256
Thereafter. ... ... cenrcnencvneas Cresssesncvenoneacaneaaness 3,679,638
0 o T et e seveencenananacnnes $5,055,755

TR T T R SR

Senior Notes

On November 12, 1999, Global Crossing Holdings Ltd. {("GCH"), a wholly-owned
subsidiary of GCL, issued two series of senior unsecured notes ("New Senior
Notes"}. The 9 1/8% senior notes are due November 15, 2006 with a face value
of $900 million and the 9 1/2% senior notes are due November 15, 2009 with a
face value of $1.1 billion. The New Senior Notes are guaranteed by GCL.
Interest will be paid on the notes on May 15 and November 15 of each year,
beginning on May 15, 2000. -

On May 18, 1998, GCH also issued 9 5/8% genior notes due May 15, 2008, with
a face value of $800 million ("9 5/8% Seniocr Notes"). The 2 5/8% Senior Notes
are guaranteed by GCL. Interest will be paid on the notes on May 15 and
November 15 of each year.

The 12% senior notes issued by Glcbal Telesystems Holdings Ltd. {"GTH"), now
known as Atlantic Crossing Holdings Ltd., with a face value of $150 million,
due March 31, 2004 ("0ld Senior Notes"), were repurchased in May 1998 with the
proceeds from the issuance of the 9 5/8% Senior Notes. The Company recognized
an extracrdinary loss of approximately 520 million on repurchase comprised of
a premium of approximately $10 million and a write-off of approximately $10
million of unamortized deferred financing costs during 1998.

Senior Secured Revolving Credit Facility

On July 2, 1999, the Company, through GCH, entered into a $3 billion senior
secured corporate credit facility ("Corporate Credit Facility”} with several
lenders. The proceeds from the Corporate Credit Facility were used to repay
existing indebtedness and fund capital expenditures. The Corporate Credit
Facility consisted of two term loans and a revolving credit facility, which
matures on July 2, 2004. The term loans were paid in full during fiscal year
1999. Unused credit under the revolving credit facility is approximately $350
million as of December 31, 1999. Interest is payable at LIBOR plus 2.25
percent (8.44 percent at December 31, 1993).

During 1999, the Company recognized an extraordinary loss resulting from the
payoff of existing debt in comnection with the issuance of the Corporate
Credit Facility, comprised of a write-off of $15 million of unamortized
deferred financing costs.

On November 12, 1999, the proceeds from the issuance of the New Senior Notes
were used to pay down the fixed term portion of the Corporate Credit Facility,
resulting in a write-off of 531 million of unamortized deferred financing
cogta. . e

AC-1 Credit Facility .-

During 1997, the Company's wholly-owned subsidiary, Atlantic Crossing Ltd.
{"ACL"}), entered into a $482 million aggregate senior secuxed non-recourse
loan facility (the "AC-1 Credit Facility") with a group of banks led by CIBC
and Deutsche Bank AG, for the construction and financing costs of AC 1. The
AC-1 Credit Facility was pald in full in July 1993.
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MAC Credit Facility

During November 1998, the Company's wholly-owned subsidiary, Mid-Atlantic
Crossing Ltd. ("MACL"), entered into a $260 million aggregate senior secured
non-recourse loan facility (the "MAC Credit Facility"). As of December 31,
1998, the outstanding balance was 59 million. The MAC Credxt Facility was paid
in full in July 1999.

6% Dealer Remarketable Securities

The 6% DRS were issued by Frontier Corporation and were outstanding at the
date of acquisition. The 6% DRS are due on October 15, 2013. Interest will be
paid on April 1S and October 15 each year. These notes may be put back to the
Company in October 2003, depending on the interest rate environment at that
time.

7 1/4% Senior Notes

The 7 1/4% Senior Notes were issued by Frontier Corporation and were
cutstanding at the date of acquisition. The 7 1/4% Senior Notes are due May
14, 2004. Interest will be paid on May 15 and November 15 each year.

In December 1997, the Company entered into an interest rate hedge agreement
that effectively converts $200 million of the Company's 7.25% fixed-rate notes
due May 2004 intco a floating rate based on the US dollar London Interbank
Offered Rate ("LIBOR") index rate plus 1.26%. The agreement expires in May
2004. Interest expense and the related cash flows under the agreement are
accounted for on an accrual basis. The Company periodically enters into such
agreements to balance its floating rate and fixed rate obligations to insulate
against interest rate risk and minimize interest expense.

Racal Telecom Term Loan A

On November 24, 1999, the Company entered into a GBP 675 million
{approximately $1,091 million as of December 31, 1929) credit facility to
finance the acquisition of Racal Telecom. The facility consists of two term
loans due November 24, 2007. Interest is payable at LIBOR plus 2.5 percent
{8.44 percent at December 31, 13999).

- Medium Term Notes

The Medium Term Notes were issued by Frontier Corporation and were
outstanding at the date of acquisition. The Company intends to refinance the
notes due in figcal 2000 with proceeds from the other available debt
facilities.

Certain of the debt facilities mentioned above contain various financial and
non financial restrictive covenants and limitations, including, among other
things, the satisfaction of tests of "consolidated cash flow", as defined.
Additionally, certain ILEC assets are pledged as security.

11. OBLIGATIONS UNDER INLAND SERVICES AGREEMENT, CAPITAL LEASES AND -OPERATING
LEASES

The Company has capitalized the minimum lease payment of property and
equipment under leases that qualify as capital leases.
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At December 31, 1999, future minimum payments under these capital leases are

as follows {in thousands) and are included in Deferred credits and other in
the accompanying Consolidated Balance Sheet:

Year Ending December 31,

2000, . ..t ir it it P $ 53,235
200L ... 00 e e teteanenene et e ae st 43,279
2002. .. i eirve e crnanan it crereeacers e cesean 38,390
0L 36,486
1 53,195
Thereafter. . ... ..ottt venanteesavansonannssessnonansnsonan 436,580
Total minimum lease payments........c.vveveus e aaresieaas s 661,165
Less: Amount representing maintenance payments ............ err s {133,240}
Less: Amount representing interest......... et siatrersesecraerraan (272,358)
Present value of minimum lease payments..... eerieeaeaen Meveaaaas $ 255,567

The Company has commitments under various non-cancelable cperating leases.
Estimated future minimum lease payments on operating leases are approximately
as follows {in thousands):

Year Ending December 31,

2000. . . veennnerens e areeenians et e s trsrr e $ 131,569
B ¢ Lo Y f e e s Nh et e e 79,932
3+ 11 N 77,646
b 4 14 Cee e Ceeeaaa Cereran 70,678
2004. . v eneitiaicnnnenanaans ch e s es e Ca sttt s e 65,908
0 o7 =T o o0 - A hea e 347,924
TOtal. i it ieatnnnevaneeronnnsn fhermma e fa v et ae sk $ 773,657

Rental expense for the years December 31, 1999 and 1998 and period from
March 18, 1937 (Date of Inception) to Decembex 31, 1997 is $74,249, $754 and
none, respectively {in thousands).

12. COMMITMENTS, CONTINGENCIES AND OTHER

As of December 31, 1989, ACL was committed under contracts with Tyco
Submarine Systems Ltd. {*TSSL") for AC-1 upgrades totaling approximately $59
million and is committed under the OA&M contract with TSSL to quarterly
paymernts, over the next eight years, totaling approximately $247 million which
will be borne by the Company’'s customers or by the Company to the extent there
is unsold capacity.

ACL was committed to paying TSSL commissions ranging from 3% to 7% on
revenue received until 2002, subject to certain reductions. The Company also
had a commission sharing agreement with TSSL whexeby GCL had primary
responsibility for the marketing and sale of capacity of AC-1 and PC-1 and
shared a percentage of commissions payable to TSSL as consideration for
assuming primary respongibility for the sales effort and marketing of the
Company's projects. The Sales Agency Agreement with TSSL will terminate in
March 2002 with an option by the Company to extend it until March 2005. The
Company provided TSSL with a notice of termination with respect to these
agreements effective February 22, 2000.

As of December 31, 1999, the Company was committed under the contracts to
construct its Mid-Atlant;c Crossing, Pan American Crosszng, South American
Crossing, Pan European Crossing and East Asia Crossing systems for future
construction costs totaling approximately $2 billion.
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In addition, as of December 31, 1999, the Company was committed to make
future equity contributions to PCL in the amount of $240 million.

The Company and a number of its subsidiaries in the normal course of
business are party to a number of judicial, regulatory and adwministrative
proceedings. The Company's management does not believe that any material
liability will be imposed as a result of any of these matters.

13. PREFERRED STOCX
Cumulative Convertible Preferred Stock

In September 1999, GCL authorized 20,000,000 shares of preferred stock on
terms and conditions to be established from time to time at the discretion of
the Board of Directors.

In Decembexr 1999, GCL issued 2,600,000 shares of 7% cumulative convertible
preferred stock at a ligquidation preference of $250.00 per share for net
proceeds of $630 million. Each share of preferred stock is convertible into
4.6948 shares of common stock based on a conversion price of $53.25. Dividends
on the preferred stock are cumulative from the date of issue and will be
payable on February 1, May 1, August 1 and November 1 of each year, beginning
on February 1, 2000, at the annual rate of 7%. Dividends accrued as of
December 31, 1999 were $1.9 million. -

In November 13999, GCL issued 10,000,000 shares of 6§ 3/8% cumulative
convertible preferred stock at a liquidation preference of $100.00 per share
for net proceeds of approximately $969 million. Each share of preferred stock
is convertible into 2.2222 shares of common stock, based on a conversion price
of $45.00. Dividends on the preferred stock are cumulative from the date of
igsue and will be payable on February 1, May 1, August 1 and November 1 of
each year, beginning on February 1, 2000, at the annual rate of 6 3/8%.
Dividends accrued as of December 31, 13399 were $9.7 million.

The convertible preferred stock ranks juniocr to each other class of capital
stock other than common stock of GCL with respect to dividend rights, rights
¢of redemption or rights on liquidation and on a parity with any future
preferred stock of GCL. The convertible preferred stock is junior in right of
payment of all indebtedness of GCL and its subsidiaries. The preferred stock
is non-voting unless the accumulation of unpaid dividends on the outstanding
preferred stock 1s an amount equal to six quarterly dividend payments. The
preferred stock can be redeemed, at the Company's option, starting in 2004 at
specified premiums declining to par in 2009. Holders of preferred stock have
the right to reguire the Company to repurchase shares of the preferred stock
at par following the occurrence of certain change of control transactions.

10 1/2% Mandatorily Redeemable Preferred Stock

In December 1998, GCH authorized the issuance of 7,500,000 shares of
preferred stock {"GCH Preferred Stock®) at a liguidation preference of $100.00
per share plus accumulated and unpaid dividends. In December 1998, §,000,000
shares of GCH Preferred Stock were issued for $500 million in cash. The
Company reserved for future issuances up to 2,500,000 shares to pay dividends.
Dividends accrued as of December 31, 1939 and 1998 were $4 million.
Unamortized issuance costs were $14.1 million and $17 millicn as of December
31, 1999 and 1998, respectively.

The holders of the GCH Preferred Stock are entitled to receive cumulative,
seémi-annual compounding dividends at an annual rate of 10 1/2% of the $100
liquidation preference per share. At the Company's option, accrued dividends
may be paid in cash or paid by issuing additional preferred stock (i.e. pay-
in-kind) until Junme 1, 2002, at which time they must be paid in cash. As of
December 31, 1999, all dividends had been paid in cash.
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Dividends are payable semi-annually in arrears on each June 1 and December 1.
The preferred stock ranks senior to all common stock of GCH with respect to
dividend rights, rights of redemption or rights on liquidation and on a parity
with any future preferred stock of GCH. The preferred stock is junior in right
of payment of all indebtedness of GCH and its subsidiaries. The preferred
stock is non-voting unless the accumulation of unpaid dividends {ox if,
beginning on June 1, 2002, such dividends are not paid in cash)} on the
outstanding preferred stock is an amount equal to three semi-annual dividend
payments.

The preferred stock has a mandatory redemption on December 1, 2008 at a
price in cash equal to the then effective ligquidation preference thereof, plus
all accumulated and unpaid dividends thereon to the date of redemption. The
preferred stock can be redeemed, in whole or in part, at the Company's option
at redemption prices starting at 105.25% of the liquidation preference in
2003, declining to 103.5% in 2004, 101.75% in 2005 and 100% thereafter.

The certificate of designation governing the preferred stock imposes certain
limitations on the ability of the Company to, among other things, (i) ineur
additional indebtedness and (ii) pay certain dividends and make certain other
restricted payments and investments, which limitations are in part based upon
satisfaction of tests of "consolidated cash flow," as defined.

14% Mandatorily Redeemable Preferred Stock

In March 1997, GTH authorized and issued 560,000 shares of preferred stock
{"GTH Preferred Stock®) at a liquidation preference of $1,000 per share.

In June 1998, proceeds from the issuance of the 9 5/8% Senior Notes were
uged to redeem this preferred stock. The redemption resulted in a $34 million
charge against additional paid-in capital comprised of a %16 million
redemption premium and $18 million of unamortized discount and issguance cost
on the preferred stock on the date of the redemption. The redemption premium
and write-off of unamortized discount and issuance costs on the preferred
stock were treated as a deduction to arrive at the net loss applicable to
common shareholders in the consolidated statement of operations.

Preferred stock dividends included the following:

December 31,

-

- -

{In thousands)

Preferred stock dividends.......cuoiriiieniennnsnnsonns .. $63,742 $11,712
Amortization of discount on preferred stock......... Ceanns -~ §18
Amortization of preferred stock issuance costS............ 2,900 351

$66,642 512,681

mmaxosakm Nrue SRSy
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14. NET LOSS PER SHARE
Losses per share are calculated in accordance with SFAS No. 128, "Earnings
Per Share." Share and per share data presented reflects all stock dividends
and stock splits.
The following is a reconciliation of the numerators and the denominators of

the basic and diluted loss per share:
For the peried

December 31, March 31, 15357
-------------------------------- {pate of Inception)
1989 1588 to December 31, 1997

(In thousands, except share and per share data)
Loss before
extraordinary item and.
cumulative effect of
change in accounting

principle.......... -1 {10,5358) § (68,194) $ {(160)
Preferred stock

dividends......coveenus (66,642) (12,681} : (12,650)
Redemption of preferred

BEOCK . v e v rss v e - {34,140) --

Loss applicable to -
common shareholders

pefore extraordinary

item and cumulative

effect of change in

accounting principle... § {(77,177) $ {115,015) 8 {12,850)
Weighted average share

outatanding:

Bagic and diluted..... 502,400, 851 358,735,340 325,773,934

e e

Loss applicable to
common shareholders
before extraordinary
items and cumulative
effect of change in
accounting principle
Basic and diluted..... § {(0.15) § {0.32) $ (0.04)
Dilutive options and warrants did not have an effect on the computation of
diluted loss per share in 1939 and 1598 gince they were anti-dilutive. The
impact of dilutive options and warrants increases the weighted average shares
outstanding to 552,466,665 shares as of December 31, 1999.

15. FINANCIAL INSTRUMENTS

The carrying amounts for cash and cash equivalents, restricted cash and cash
equivalents, accounts receivable, accrued construction costs, accoumts payable
and accrued liabilities, accrued interest, obligations under inland services
agreements and capital leases and long term debt approximate their fair value.
The falr value of the senior noteg (the New Senior Notes and $ 5/8% Senior
Notes), mandatorily redeemable preferred stock, cumulative convertible
preferred stock and the interest rate swap are based on market quotes and the
fair values are as follows:

December 31, 1999 December 31, 1998
- Carrylng Amount Fair Value Carryzng Amount Fair Value
; {In thousands) . (In thouaands)
Senior notes............. $3,135,000 $3,090,29%4 §796,495 §834,000
Mandatorily redeemable - -
preferred sStock....... ‘e - 485,947 498, 750 483,000 480, 000
Cumulative convertible
preferred stock......... 1,598,750 1,975,300 e e -
Interest rate swap....... $ -- $ 6,602 $ - $ 26
F~25
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16. STOCK OPTION PLAN

GCL maintains a stock option plan under which options to acquire shares may
be granted to directors, officers, employees and consultants of the Company.
The Company accounts for this plan under APB Opinion No. 25, under which
compensation cost is recognized only to the extent that the market price of
the stock exceeds the exercise price. Terms and conditions of the Company's
options, including exercise price and the period in which options are
exercisable, generally are at the discretion of the Compensation Committee of
the Board of Directors; however, no options are exercisable more than ten
years after date of grant. -

Prior to its merger with the Company, Frontier maintained stock opticon plans
for its directors, executives and cerxtain employees. The exercise price for
options under all Frontier plans was the fair market value of the stock on the
date of the grant. The stock options expire ten years from the date of the
grant and vest over a period from one to three yesars. The Frontier plans
provided for discretionary grants of stock options which were subject to the
passage of time and continued employment restrictions.

In connection with the Frontier merger, the Company exchanged all of the
outstanding Frontier stock options for 25.3 million Global Crossing stock
options which vested 1mmadiately at the date of the merger. As of December 31,
199%, 17.7 million stock options under the Frontier plans remained vested and
outstanding.. -

Additional information regarding options granted and outstanding for the
years ended December 31, 1998 and 1999 are summarized below:

Weighted
Options Number of  Average
Available Opticns Exercise

For Grant Outstanding Price

Balance as of December 31, 1997........... - -- -
Authorized........... Cerres s veese 33,215,730
Granted. . ... ...t ine ittt {30,762,466) 30,762,466 $ 2.85
Exercised......... Ceve st [P, {656,688} 1.08
Cancelled........ S eAe e e et aet e 3,253,000 (3,253,000} 1.11
Balance as of December 31, 1598........... 5,706,264 26,852,778 3.11
Authorized..... e reeranay errs vt rerarnan 82,010,014 - --
Branted. . . ittt in sttt eas e, {65,019,555) 65,019,955 24.20
Bxercised. . .. v.reeeunrrrrecrosinnenneran {10,058,073) 11.07
Cancelled.....coceniieannnacnas 3,175,154 (3,175,154) 22.17
Balance as of December 31, 1999........... 25,871,471 78,639,506 $18.78
EWwmmmamtsEaT o -2 ¢ % % % 4 e S e e 2y
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The following tables summarize information concerning outstanding and
exercisable options:

December 31, 1998

Options Outstanding Options Bxercisable

Weighted Average Welghted Average Weighted Average Weighted Average

Range of Number Bemaining Contractual BExercise Price Humber Exercise Price
Exercise Prices Outstanding Life (in ysars) per Share Exercigable per Shaxe
$ 0,35 to § 1.43 14,153,480 7.78 $ 0.83 7,871,980 $ 0.83
2.00 to 9.00 7,157,036 8.18 3.14 3,635,345 3.29
$.30 to 13.80 12,539,297 7.71 11.61 10,207,026 11.60
13.36 to 19.82 11,961,988 8.54 17.18 8,961,988 is.26
20.60 to  23.44 19,975,778 - 5.88 R 35.82 1,175,238 24.48
$§33.00 to $61.28 12,851,927 9.73 44 .68 1,741,334 46.15
Total . 78,639,506 8.73 $18.76 33,592,901 $11.66

December 31, 1998

Optiona Qutatanding Options Exercisable
Weighted Average Weighted Average Weighted Average Weighted Average
Range of Number Remaining Contractual Exercise Price Nuwber Exercise Price

Bxercise Prices Qurstanding Life {in years) pexr Shars Exercisable per Share
$0.35 to $0.83 18,717,280 5.2 $ 0.83 4,803,833 § 0.8
2.00 to 3.32 6,844,598 9.5 . 1.13 1,825,000 3.33
9.50 to 13.26 4,290,900 9.7 1l.44 302,834 11.34
Total 26,852,778 9.3 $ 3.1 6,731,687 $ 1.91

During the years ended December 31, 1999 and 1998, the Company recorded in
additional paid-in capital $55 million and $94 million, respectively, of
unearned compensation, relating to awards under the stock incentive plan plus
the grant of certain economic rights and options to purchase common stock.
During 1999 and 1998 the Company recognized expense of $51 million and $39
million, respectively, of stock related compensation relating to the stock
incentive plan and the vested economic rights to purchase common stock. The
remaining $60 million of unearned compensation will be recognized as follows:
$36 million in 2000, $20 million in 2001 and $4 million in 2002.

The Company entered into an employment arrangement with a key executive, and
granted him economie rights to purchase two million shares of common stock at
§2.00 per share. One-third of these economic rights vested immediately and the
balance vests over two years. The Company recorded the excess of the fair
market.value of these options and rights over the purchase price as unearned
stock compensation in the amount of 315 million during the. year. ended December
31, 1998. The unearned compensation is being recognized as expense over the
vesting period of the economic right.

w—
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As permitted by SFAS No. 123, "Accounting for Stock-Based Compensation®
(*SFAS 123"), the Company accounted for employee stock options under APB 25
and is recognizing compensation expense over the vesting pericd to the extent
that the fair value of the stock on the date the copticns were granted exceeded
the exercise price. Had compensation cost for the Company's stock-based
compensation plans been determined consistent with the SFAS 123 fair value
approach, the impact on the Company's loss applicable to common shareholders
and loss per share would be as follows:

Period from
: March 19, 1597
Year Ended Year Ended {Date of Inception}
December 31, 1999 December 31, 1998 to December 31, 1997

{In thousands, except per share information)

Net loss applicable to
common sharsholders:
As reported........... $(137,568) ${134,724) . 5(12,850)
Pro forma......onuuses $(236,184) ${141,585) $(12,850)
Basic and diluted net
loss per share:
As reported......couu. $  (0.27) - §  (0.38) $ ({0.04)
Pro FOXMa..covuinennen $  (0.47) $ {0.39) $ (0.04)

Under SFAS 123, the fair value of each option is estimated on the date of
grant using the Black-Scholes option-pricing model assuming the following
weighted average assumptions used for the year ended December 31, 1999; zero
dividend yield, expected wolatility of 40.00, weighted average risk free rate
of return of 6.56% and expected life of 4 years. For the year ended December
31, 199%8; zero dividend yield, expected volatility of 0% to 42%, weighted
average risk free rate of return of 5.45% and expected life of 4 years.

17. EMPLOYEE BENEFIT PLANS
401 (k) Plan

Beginning in 1998, the Company offered its qualified employees the
opportunity to participate in a defined contribution retirement plan
qualifying under the provisions of Section 401(k) of the Internal Revenue
Code. Each eligible employee may contribute on a tax-deferred basis a porticn
of their annual earnings not to exceed certain limits. The Company matches
one-half of individual employee contributions up to a maximum level not to
exceed 7.5% of the employee's compensation. The Company's contributions to the
plan vest immediately. Expensés recorded.by the Company relating to its 401 (k)
plan were approximately $0.6 million and $0.2 million for the years ended
December 31, 1999 and 1998, respectively.

The Cowpany also sponsors a number of defined contribution plans for
Frontier employees. The most significant plan covers non-bargaining employees,
who can elect to make contributions through payroll deduction. The Company
provides a contribution of .5 percent of gross compensation in common stock
for every employee eligible to participate in the plan. The common stock used
for matching contributions is purchased on the open market by the plan's
trustee. The Company also provides one hundred percent matching contxibutions
in its common stock up to three percent of gross compensation, and may, at the
discretion of the Management Benefit Committee, provide additional matching
contributicons based upon Frontier's financlal results.- The. total cost
recognized for all defined contribution plans was $2.6 million from the date
of the merger through December 31, 1989.

Pension Plan

As a result of the merger with Frontier, the Company has nonconfributory
plans which have been frozen, providing for service pensions and certain death
benefits for substantially all Frontier employees. The assets and
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liabilities related to these plans were recorded at fair market value at the
date of the merger. In 1995 and 1595, these defined benefit plans were frozen.
On an annual basis, contributions are remitted to the trustees to ensure
proper funding of the plans.

The majority of the Company's pension plans have plan assets that exceed
accumulated benefit cbligations. There are certain plans, however, with
accumulated benefit cbligations which exceed plan assets. The following table
summarizes the funded status of the Company's pension plans and the related
amounts that are included in *Other assets" in the Consclidated Balance Sheet
of the Company as of December 31, 1999 {(in thousands):

CHANGE IN BENEFIT OBLIGATION

Benefit obligation at September 30, 1999........... e ieen e . $451,600
Service cO8C....ivnienncaann Neeesaaen e tseasasm ey . 14
Interest cost........ et anes e et e 8,397
Actuarial gain. ... .ieriniieoeirsetvinesoccnarenaroaennen evevene. (11,025)
Benefits paid....... erae i aaa e e Cersanr e ar (9,151}
Benefit obligation at December 31, 1999........:.... Cer e $439,838

M=

CHANGE IN PLAN ASSETS

Fair value of plan assets at September 30, 1999..........0... ... $621,100
Actual return on plan assebs......... Ceeenanraean e e . 86,516
Employer Contribution. ...t iriniaianrrornnnnsnsaansannas ve e 550
Benefits paid.......cuve PPN Cecersiaaane h e a e {9,151}
Fair value of plan assets at December 31, 199%......00vsuvraseunnn $699, 015

wHMmmm RS
Funded SLatuS.....ueevseress Meenas e feer e e e veeeaaas $259,180
Unrecognized net Gain.....cveviisiininivrnncseestonosnnrensesnan {83,192)
Prepaid benefit cost, net.......oceeveeanns e e anen .ee. $175,988

Rt 2

The net periodic pension cost consists of the following for the three month
period ended December 31, 1993 (in thousands): -

Service COBE..vvriiversennan vexisraesacnane vessreaasasranarana vanen 8 14
Interest cost on projected benefit obligation........vouiievvunnns 8,397
Return on plan assetsS.......vvvvrenannn ferams e i asec e {14,349)
Net periodic pension benefit...........ocivonvnnn s taacan e vevess § (5,9238)

The following rates and assumptions were used to calculate the projected
benefit obligation as of December 31, 1999:

Weighted average discount rate.........eeeuvueeen Cre st eene e vhea 8.00%
Rate of salary increase...... e 5.00%
Expected return on plan assets...... S erarermere e e e 9.50%

The Company's policy is to make contributions for pension benefits based on
actuarial computations which reflect the long-term nature of the pension plan.
However, under SFAS No. 87, "Employers' Accounting for Pensions," the
development of the projected benefit obligation essentially is computed for
financial reporting purposes and may differ from the actuarial determination
for funding due to varying assumptions and methods of tomputation.
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Postretirement Benefit Other Than Pensions

The Company provides postretirement health care and life insurance benefits,
which have been frozen, to most of its employees. Plan assets consist
principally of life insurance policies and money market instruments. In 1996,
Frontier amended its healthcare benefits plan to cap the cost absorbed by the
Company for healthcare and life insurance for its bargaining employees who-
retire after December 31, 1996. The assets and liabilities related to these
plans were recorded at fair market value at the date of the merger.

The following table summarizes the funded status of the plan {in thousands)
and the related amounts included in "Deferred credits and other” in the
Consolidated Balance Sheet of the Company as of December 31, 19939 (in
thousands) :

CHANGE IN BENEFIT OBLIGATION

Benefit obligation at September 30, 1999.....ciuiiernnacrononans $ 114,305
Service cost....... Vs as e aaaa e e e PP 135
Interest CcoB8t...v.nvuvuaenn et et s eet it e et e Cnveea 2,134
Actuarial gaill....evevenecnnnnscsros e e eaee it {2,970)
Benefits padd.....oioviiinanaan, G eas e e PN (2,018)
Benefit obligation at December 31, 1999 .....uveveenceerercnsnns $ 111,588

-3+ 3§ 3

CHANGE IN PLAN ASSETS

Fair value of plan assets at September 30, 1999.........cveuvus -] 2,989
Actual zeturn on plam aSBeES. ...uiverviarsnrercrnsnoscasnnnss . 180
Employer contribubion.. ... i innvarnannanne Cetieeaaan P 1,902
Benefits paid........... e f e eme e et a e (2,016)
Fair value of plan assets at December 31, 1999....... eeenn caas  § 3,055

MMM
Punded BLabUS. .. vveisevreseoaurnsvnscsnnsesssnasssasannsassenns $(108,533)
Unrecognized net losSs.......ccuvevae. s eesas e e e {2,133)
Accrued benefit CoSt, MEC...... i arnnrrsanennnn e ${(110,666)

The components of the estimated postretirement benefit cost are as follows
for the three month periocd ended December 31, 1999 (in thousands):

BEYVICE COBL ... vutttreistctnaenarannaoansnnnennons PR $ 135
Interest cost on projected benefit obligation ......... [PURN e 2,134
Expected return on plan ASSEEB.....vvevevcvrrorsaacosnrrnns Craes {67}
Net periodic pension cost (benefit).....cvveesneeneeenoncncaenann $ 2,202

mmmmETmSD

The following rates and assumptions were used to calculate the projected
benefit obligation as of December 31, 1999:

Weighted average discount rate........ A e eieiaeaaet e 8.00%
Rate of salazry increase........eccenveann Crreserr et eseenenaranan 5.00%
Expected return on plan asseLsS. .. ..viiviiininnirarrancrennas N 9.50%
Assumed rate of increase in cost of covered health care benefits. 6.17%

Increases in health care costs were assumed to decline consistently to a
rate of 5.0% by 2006 and remain at that level thereaftar: If the health care
cost trend rates were increased by one percentage point, the accumulated
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postretirement benefit health care obligation as of December 31, 189%9% would
increase by $8.2 million while the sum of the service and interest cost
components of the net postretirement benefit health care costs for 1999% would
increase by $191,000. If the health care cost trend rates were decreased by
one percentage point, the accumulated postretirement benefit health care
cbligations as of December 31, 1999 would decrease by $7.3 million while the
sum of the service interest cost components of the net postretirement benefit
health care cost for 1999% would decrease by $168,000.

18. RETATED PARTY TRANSACTIONS
Transactions with Global Access Ltd. and Pacific Crossing Ltd.

During 1999, Global Crossing entered into certain transactions with GAL and
PCL to purchase $101.4 million of terrestrial and subsea capacity.

Transactions with Pacific Capital Group and its Affiliates

Prior to 1939, Global Crossing entered into certain transactions with
affiliates of Pacific Capital Group ("PCG"), including the acquisition of
development rights to certain of the Company's fiber optic cable systems. PCG
is controlled by certain officers and directors of Global Crossing who either
currently are or at one time were affiliated with PCG. During 1993, Global
Crossing subleased from PCG two suites of offices in Beverly Hills for
payments aggregating approximately $287,000 over the year. In October 19939,
Global Crossing entered into a lease with North Crescent Realty V, LLC, which
is managed by and affiliated with PCG, for an aggregate monthly cost of
approximately $400,000. North Cresent Realty, LLC paid approximately $7.5
million to improve the property to meet Global Crossing's specifications and
wag reimbursed approximately $3.2 million of this amount by Global Crossing.
Glcbal Crossing engaged an independent real estate consultant to review.the
terms of Global Crossing's occupancy of the building, which terms were found
by the consultant to be consistent with market terms and conditions and the
product of an arm's length negotiation. Global Crossing subleases
approximately 12,000 square feet of the building to PCG for an aggregate
monthly cost of apprcximately $53,000.

PCG has fractional ownership interests in aircrafts used by Global Crossing
during 1999. Global Crossing reimburses PCG for PCG's cost of maintaining
these ownership interests such that PCG realizes no profit from the
relaticnship. During 1999, PCG billed Global Crossing approximately $2 million -~
in aggregate under this arrangement.

In 1997, the Company paid $7 million in fees to PCG and certain of its key
executives, who are shareholders of GCL, and another shareholder for services
provided in respect of obtaining the AC-1 Credit Pacility, 0Old Senior Notes
and the GTH Preferred Stock financing. Of the fees paid, $5 million was
allocated to the AC-1 Credit Facility and 0ld Senior Notes and recorded as
deferred finance costs, $1 million was allocated to the GCH Preferred Stock
and recorded as a reduction in the carrying value of the preferred stock and
$1 million was recorded as common stock issuance costa.

Transactions with Canadian Imperial Bank of Commerce and its affiliates

During 1999, Canadian Imperial Bank of Commerce and its affiliates ("CIBCY)
entered into certain financing transactions with Glckal Crossing. In
particular, CIBC: (1) acted as an arranger for the $600 million ten-day demand
note issued by Global Marine Systems in July, (2) acted as an arranger for the
$3 billion senior secured credit facility entered into by GCH in July, {(3) was
an initial purchaser of the $2 billion aggregate principal amount of unsecured
senior notes issued by GCH in November, and {(4) was an initial purchaser of
GCL's $650 million aggregate liguidation preference 7% cumulative convertible
preferred stock issued in December. During 1999, Global Crossing gaid CIBC
approximately $5.6 million in fees in connection with these transactions. CIBC
has a substantial beneficial ownership interest in Global Crossing, and
certain directors of Global Crossing are employees of an affiliate of CIBC.
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In 1998, CIBC was one of the initial purchasers of the New Senior Notes and
GCH Preferred Stock, a member of the PC-1 and MAC credit facility syndicates,
and was also one of the underwriters of the Company's initial public offering
(*IPO"). CIBC was paid $19 million in fees and credit facility interest during
the year ended December 31, 1998. In 1897, GCL paid CIBC approximately $25
million in fees related to the financing obtained under the 0ld Senior Notes,
the AC-1 Credit Facility, and the issuance of the GTH Preferrxed Stock. Of the
fees incurred, approximately $6 wmillion related to underwriting and commitment
- fees pertaining to the issuance of the GTH Preferred Stock and was recorded as
a reduction in the carrying value of the GTH Preferred Stock, approximately $9
million related to underwriting, commitment and advisory fees in connection
with the issuance of the 0ld Senior Notes and approximately $10 million
related to fees associated with cbtaining the AC-1 Credit Facility which was
recorded as deferred finance costs.

Relationship to Ziff-Davis Inc. and Affiliates

A director of Global Crossing is the chairman and chief executive officer of
Ziff-Davis Inc., a majority of the common stock of which is beneficially owned
by Softbank Corp. Softbank is a party to the Asia Global Crossing joint
venture established to provide advanced network-based telecommunications
services to businesses and consumers throughout Asia. Global Crossing, which
is responsible for the management and coperation of the network, contributed to
the venture its 57.75% share of the Pacific Crossing system and its
development rights in East Asgia Crossing. Softbank and Microsoft each.
contributed $175 million in cash to Asia Global Crossing and also committed to
make a total of at least $200 wmillion in Global Crossing Network capacity
purchases over a three-year period, expected to be utilized primarily on the
Pacific Crossing system and East Asia Crossing. Softbank and Microsoft also
agreed to use Asia Global Crossing's network in the region. Global Crossing
currently owns 93% of Asia Global Crossing, with Softbank and Microsoft each
owning 3.5%. When the fair wmarket value of Asia Glcbal Crossing is determined
to exceed $5 billion, the ownership interest of Softbank and Microsoft will
increase to a maximum of 19% each at a valuation of $7.5 billion and above.
The Global Crossing director is Softbank's representatlve on the Asia Global
Crossing board of directors. In addition, Ziff-Davis is one of the largest
web~hosting customers of our GlobalCenter subsidiary.

Relationship to Hutchison Whampoa Limited

The managing director of Hutchison was recently appointed a director of
Global Crossing. In November 199%, Hutchison and Global Crossing entered into
an agreement to form a 50/50 joint venture to pursue fixed-line
telecommunications and Internet opportunities in the Hong Kong Special
Administrative Region, China. The joint venture, the formation of which was
completed in January 2000, combines Hutchison's existing territory-wide,
building-to-building fixed-line fiber optic telecommunications network and
certain Internet-related assets in Hong Kong with Global Crossing's
international fiber optic broadband cable capacity and web hosting, Internet
applications and data services. For its 50% share, Glcbal Crossing provided to
Hutchison $400 million in Global Crossing 6 3/8% cumulative convertible
preferred stock. Additicnally, Global Crossing committed to contribute to the
joint venture intermational telecommunications capacity rights on its glcbal
fiber optic network and data center related capabilities which together are
valued at $350 million, as well as %50 million in cash. -

Agreements with Global Crossing Stockholders

In August 1998, PCG, GKW Unified Holdings (an affiliate of PCG), affiliates
of CIBC, Global Crossing and some other Global Crossing shareholders,
including some officers and directors and their affiliates, enteréd into a
Stockholders Agreement and a Registration Rights Agreement. Under the
Stockholders Agreement, Global Crossing has been granted a right of first
refusal on specified private transfers by these shareholders during the first
twd years after the consummation of the IPO on August 14, -1998. In addition,
subject to the exceptions in the Stockholders Agreement, some of these
shareholders have rights, which are referred to as tag-along rights,
permitting these shareholders to participate, on the same terms and"
conditions, in some transfers of shares by
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any other of these shareholders as follows: (1} PCG, GKW Unified Holdings and
CIBC and their affiliates and permitted transferees have the right to
participate in any transaction initiated by any of them to transfer 5% or more
of our outstanding securities; and (2) PCG, GKW Unified Holdings, CIBC and
their affiliates and permitted transferees have the right to participate in
any transaction initiated by any of them to transfer any Global Crossing
securities if that transaction would result in a change of control of Global
Crossing. Under the Registration Rights Agreement, Global Crossing
shareholders who are parties to that agreement and a number of their
transferees have demand and piggyback registration rights and will receive
indemnification and, in some circumstances, reimburgement for expenses from
the Company in connection with an applicable registration. :

Principal shareholders of Global Crossing, representing at that time over a
majority of the voting power of the Company's common stock, entered into a
Voting Agreement with Frontier Corporation in March 1999 in connection with
the Frontier merger. These Global Crossing shareholders reaffirmed their
voting obligations under the Voting Agreement in connection with subsequent
amendments made to the merger agreement during 1999. Pursuant to'the Second
Reaffirmation of Voting Agreement and Share Transfer Restriction Agreement
dated September 2, 1999, the Global Crossing sharehqlders that are parties to
the Voting Agreement also agreed, from September 2, 1999 until March 28, 2000,
not to transfer record or beneficial ownership of any shares of Global
Crossing common stock held by such shareholders, other than transfers to
charities, transfers made with the consent of the Company and other limited
exceptions, and to work in good faith toward- implementing a program with the
purpose that, i1f the Global Crossing shareholders that are parties to the
Voting Agreement wish to sell or transfer their shares after March 28, 2000,
these sales or transfers would be completed in a manner that would provide for
an orderly trading market for the shares of Global Crossing common stock.

Alsc on September 2, 1999, fourteen of the Company's executive officers and
three executive officers of Frontier entered into a Share Transfer Restriction
Agreement with Global Crossing. Under this agreement, the Global Crossing
executive officers agreed not to sell or transfer shares of the Company's
common stock, and the Frontier executive officers agreed not to sell or
transfer shares of Frontier common stock and the shares of Global Crossing
common stock they would receive in exchange for their Frontier common stock in
the merger, until March 28, 2000, subject in each case to substantially the
same exceptions as are applicable to the Second Reaffirmation of Voting
Agreement and Share Transfer Restriction Agreement described in the
immediately preceding paragraph.

Advisory Services Agreement ("ASAY}

ACL entered into the ASA with PCG Telecom, an affiliate of PCG which is a
shareholder of GCL. Under the ASA, PCG Telecom provided ACL with advice in
respect of the development and maintenance of AC-1, development and
implementation of marketing and pricing strategies and the preparation of

business plans and budgets. As compensation for its advisory services, PCG
" Telecom received a 2% fee on the gross revenue of the Company over a 25 year
texm, subject to certain restrictions, with the first such payment to occur at
the AC-1 RFS date. Advances on fees payable under the ASA were being paid to
PCG Telecom at a rate of 1% on signed CPAs until the ASA was terminated, as
degscribed below. Fees paid under the ASA to PCG Telecom were shared amongst
Union Labor Life Insurance Company ("ULLICO"), PCG, CIBC, and certain
directors and officers of the Company, all of whom are shareholders of GCL.
Effective June 1998, GCL acquired the rights under the ASA on behalf of the
Company for common stock and contributed such rights to the Company as the ASA
was terminated. This transaction was recorded in the consclidated financial
statements as an increase in additional paid-in capital of $135 million and a
charge.against operations in the amount of $138 million. The $138 million is
comprised of a $135 million settlement of the fees that would have been
payable and the cancellation of $3 million owed to the Company under a related
advance agreement. The $135 million amount was calculated by applying the 2%
advisory services fee to projected future revenue and diseounting the amount
relating teo AC-1 revenue by 12% and the amount relating to all other system's
revenue by 15%. The result of this calculation was $156 million, which amount
wis subsequently reduced to 5135 million. Both the discount rates-and the
ultimate
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valuation were determined as a result of a negotiation process including a non
management director of the Company and the various persons entitled to fees
under the ASA. The Company obtained a fairness opinion from an independent
financial advisor in connection with this transaction. In addition, the
Company incurred approximately $2 million of advisory fees prior to
termination of the contract, for a total expense of §140 million for the year
ended December 31, 1998.

PCG Warrants

PCG Warrants, issued in 1998 by the Company's predecessor, Global Crossing
Ltd., LDL ("0ld GCL") became exercisable upon the completion of the IPO. The
PCG Warrants gave each holder the option to convert each share under warrant
into a fraction of a Class B of 0ld GCL share based upon the ratio of the
current per share valuation at the time of conversion less the per share
exercise price of the warrant divided by the current per share valuation at
the time of conversion multiplied by the 36,906,372 shares available under the
PCG Warrants, together with a new warrant ("New PCG Warrants") to purchase the
remaining fraction of such Class B share at an exercise price equal to the '
then current per share valuation. Prior to the IPO, the holders of the PCG
Warrants exercised their warrants to acquire Class B of 0ld GCL shares by way
of the cashless conversion and the New PCG Warrants were issued with an
exercise price based on the per share valuation at the conversion date, the
obligation on which were assumed by GCL.

The Company accounted for the cashless conversion of the PCG Warrants, which
occurred as of June 1998, using the current estimated per share valuation at
the expected conversion date, multiplied by the number of Class B shares of
0ld GCL estimated to be converted in exchange for the PCG Warrants. The
resulting value under this calculation is approximately $213 million, which
was allocated to the new systems in exchange for the PCG Warrants. In
comection with the formation of PCL, the Company agreed to make available to
PCL the consideration received by the Company in connection with the grant of
the PCG Warrants, in addition to the $231 million cash investment made by the
Company. Therefore, the Company recorded an increase in its investment in PCL
in the amount of approximately $127 million and an increase in construction in
progress for PAC and MAC in the amounts of approximately $50 million and $36
million, respectively, with a corresponding increase of $213 million in
additional paid-in capital. The $213 million was allocated on a pro rata basis
to the three projects according to the estimated cost of each system. The
Company's accounting for the PCG Warrants is pursuant to Emerging Issues Task
Force 96-18, "Accounting for Equity Instruments with Variable Terms that are
Issued for Consideration other than Employee Services under FASB Statement No.
123" ("EITF 96-18"). Under EITF 96-18, the fair value of equity instruments
issued for consideration other than employee services should be measured using
the stock price or other measurement assumptions as of the date at which a
firm commitment for performance level has been reached. The Company has
recorded the estimated value of the PCG Warrants as of June 1998, since the
IPC was probable at that date. The $213 million value attributed to the PCG
Warrants as of June 1998 was adjusted to the actual value of $275 million on
the date of the IPO based upon the $9.50 price per share of the IPO.

The Company gave accounting recognition for the New PCG Warrants en the date
these warrants were issued, which was the date of the IFO. The Company valued
each of the New PCG Warrants at $3.48 based on an independent valuation based
on the IPO price of §9.50 per share. The New PCG Warrants had a total value of
approximately $43 million. The Company recorded the actual value of the New
PCG Warrants in a manner similar to that described above whereby the total
value was allocated to the investment in PC-1, MAC and PAC based on their
relative total contract costs.

Other.transactions
In 1998, GCL purchased all common shares owned by Telecommunications
Development Corporation ("TDC") in the Company in exchange for 300,000 fewer
newly issued shares of common stock based upon the -
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per share value at the repurchase date. The transaction benefited GCL since
300,000 fewer shares were outstanding after the repurchase without any cost to
GCL. This transaction was accounted for as the acquisition of treasury stock
and was recorded as $20% million, the fair value of the consideration given.
Certain officers and directors of the Company held direct or indirect equity
ownership positions in TDC, resulting in these officers and directors having a
majority of the outstanding common stock of TDC. Following this transaction,
TDC distributed all of its shares of common atock and GCL warrants to the
holders of its common stock and was then liguidated.

19. SEGMENT REPORTING

The Company is a worldwide provider of Internet and long distance
telecommunications facilities and related services supplying its customers
with global "point to point" connectivity and, through its Global Marine
Systems subsidiary, providing cable installation and maintenance services. The
Company's reportable segwents include telecommunications services,
installation and maintenance services, and incumbent local exchange carrier
services. There are other corporate related charges not attributable to a
gpecific segment. While the Cowpany's chief decision maker monitors the
revenue streams of the various products and geographic locations, operations
are managed and financial performance evaluated based on the delivery of
multiple, integrated services to customers over a single network. As a result,
there are many shared expenses generated by the various revenue streams and
management believes that any allocation of the expenses incurred to multiple
revenue streams would be impractical and arbitrary.
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The information below summarizes certain financial data of the Company by
segment (in thousands):
Period from
March 19, 1997
Year Ended Year Ended {Date of Inception)
December 31, 1999 December 31, 1998 to December 31, 1997

Telecommunication
Services i
Revenue...... e e 1,318,248 419,866 -
Operating expenses..... 1,370,534 299,922 3,101
Operating income
[ ¥..1:F: 3 N [P $ (52,286) § 119,544 $ (3,101)
IR SRS T3ROS S I3 I IR I I I e
Cash paid for capital
expenditures.......... $ 1,552,019 $ 413,996 $428,743
== T T S e
Total aSSEES....c0vvn.. $16,813, 242 $2,639,177 $572,197
UL IS RIS S A SmpmmmmmmmmE MimEmsmaRER
Installation and
Maintenance Services
Revenue:
Maintenance........ ve 57,981 - -
Installation.......... 92,674 - -
Total revenue.......... 160,655
Operating expenses..... 162,209 - --
Operating less......... $ {1,554) $ - $ --
mEaRnmeRS=Es I DRI I IS BZIJIII=|
Cash paid for capital
expenditures.......... $ 170,588 $ -- $ -
WEDDSXEmmER mommmTmooaraEs ImEpaRTE S LE
Total assets..... NS $ 1,519,166 $ ~- $ -
T TR I S SIS IR NI NN R S N W
Incumbent Local Exchange
Carrier Services
REVEDUE. .« vnerersrnnens $§ 185,921 $ - $ --
‘Operating expenses..... 131, 942 - -~
Operating income....... § 53,979 $ -- -
SamammmI oIy mmmET T E 2 b 333 % %]
Cash paid for capital
expenditures..... e $ 48,311 $ - § -
R T TR 2 20 O T T K T 0 08 20 T e g e o e 25y
Total assets....... ... $ 1,373,172 $ - -
T T g iy Es- 22k i Rt SIS
Corporate and Other
REVENUE. .cvvvrnnenernon -- -- $ --
Operating expenses..... 7,600 139,669 -
Operating loss......... $ (7,8600) $ {139,669) $ -
TTERIR TR TR T e SRIMIATK IS -1+ 322333
Cash paid for capital
expenditures.......... § - 5 - $ --
IR SR R A S TR S ey 23 2K mEmmmmEBERS
Total assetS. sy evevicss 5 - 5 -- $ --
mammmeNaSsaT MRS IREST mmgIITmImI
Consolidated
Consolidated revenue... § 1,664,824 $ 419,866 H -
Consolidated operating
BXDENBB. ., et 1,672,285 439,591 3,101 N
Consolidated operating
(loss) ...... $ (7,461) $ (19,725) $ (3,101)
Y SN UR TR IR A MmIRIEIRASAERSIAE Mammmamoms
Congolidated cash paid
for capital o
expenditures.......... § 1,770,915 $ 413,996 $428,743
- 20 g 2y 220 2oy o e ek
Consolidated total : -
ABBeLS. . e s $19,705,580 $2,639,177 $572,1587
200 R T X R S A K e IS L oA aE A
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1855 1998
Long-Lived Long-Lived
Revenue Asgets Revenue (1) Assets(2)
(In thousands}
North America
United States..... “vemressaanns $ 997,025 83,029,828 $193,142 $§ 76,055
Other.....vccveennns b aeae e 64, 040 26,515 64,558 -
1,061,065 3,056,343 257,700 76,085
Europe
The Netherlands...........vo0ee 89,600 92,251 46,770 82,433
Germany. . .vemesessrnasrss P, 145,289 204, 564 36,047 30,021
England...cvevvasevocerans ereen 106,818 722,462 34,717 49,081
Cther..... P e s e et - 244,381 302, 645 44,572 -
586,055 1,321,922 162,166 161,535
International waters.......c..o0.. - 1,339,614 L 770,966
Other.....ooveucas Cresaanenernann « 17,704 = 308,174 - o -
Consolidated........ccvvuene.n ... $1,664,824 $6,026,053 $419,866 $1,008,556

E et 2 1

(1) During 1998, there was one customer located in the United States that
accounted for 16% cof consolidated revenue, another customer located in
Canada that accounted for 16% of consolidated revenue, and one customer
located in the Netherlands that accounted for 11% of consolidated revenue.
There were no individual customers in 1999 that accounted for more than

10% of congsolidated revenue.

(2) Long-lived assets include capacity available for sale and construction in

progress as of December 31, 1999 and 1398.
20. QUARTERLY FINANCIAL DATA (UNAUDITED)

The Company's unaudited quarterly results are as follows:

1999 Quarter Ended

(In thousands, except per share data)

Revenue.......... per e eaae veeses. $176,319 $188,459 $234,582
Operating income (loss).......... 41,067 39,764 13,226
Income (loss) before

extraordinary item and

cumulative effect of change in

accounting principle............ 12,802 9,978 135,854
Net income (losSs)....vvvvnvvunns . (1,908} 9,978 120,989
Net income (loss) applicable to

common shareholders....... N {14,952) {(4,219) 106,918

Income {loss) per common share
before extraordinary item and
cumulgtive effect of change in

accounting principle, basic..... (0.00) (0.01) -~ - . 0.30
Het income (loss) per common A
share, basic...........cvuen. . e (0.04) {0.01) 0.26

Income (loss) per commeon share -
before extraordinary item and
cumulative effect of change in

accounting principle, diluted... (0.00) {0.01) 0.27
Net income (loss) per common
share, diluted............ ... $ (0.04) & (0.01) $ 0.24
F-37
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Significant 1999 interim events:

On December 15, 1989, the Company issued 2,600,000 shares of 7% cumulative
convertible preferred stock at a liquidation preference of $250.00 for net
proceeds of $630 million.

On November 24, 1939, the Company acquired Racal Telecom, a group of wholly
owned subsidiarles of Racal Electronics ple, for approxlmately $1.6 billion in
cash.

On November 12, 1999, GCH issued two series of senior unsecured notes. The 9
1/8% senior notes are due November 15, 2006 with a face value of $900 million,
for net proceeds ¢of $887 million and the 9 1/2% senior notes are due
November 15, 2009 with a face value of $1,100 million, for net proceeds of
$1,084 million.

On November 5, 1959, the Company issued 10,000,000 shares of 6 3/8%
cumulative convertible preferred stock at a liquidation preference of $100.00
for net proceeds of approximately $969 million,

On September 28, 1989, the Company consummated its merger with Frontier
Corporation in a transaction valued at $10.3 billiom.

On July 2, 1898, the Company completed its acquisition of the Global Marine
Systems division of Cable & Wireless Plc for approximately $308 million in
cash and assumed liabilities.

During the third quarter, the Company recognized $210 million, net of merger
related expenses, of other income in connection with the termination of the US
WEST merger agreement,

. 1998 Quarter Ended

- - - - - - . ek -

(In thousands, except per share data)

RevVeNUE. ... vvrciernasmnosnsenase $ - $§ 100,244 §116,494 $203,128
Operating income {(loss8)........... (3,794) {123,649} 31,994 75,724
Income (loss) before extraordinary _

1088 . sviesinetsaanennsscnnns ceann (3,722) {135,725) 15,228 56,024
Net income (lOSS)...vinceruvnnunsns {3,722) (155, 434} 15,229 56,024
Net income (loss) applicable to . :

common shareholders....... RN (8,123) {153,473} 15,229 51,649
Income (loss} per common share

before'extraordinary item, basic. (0.02) {0.82) 0.04 0.13
Net income (loss) per common

ghare, basic.....cooiiuivenracanen (0.02) {0.58) 0.04 0.13

Income {loss} per common share
before extracrdinary icem,

QElUEEA. 2 et eneraeerannnannnns (0.02) (0.52) 0.04- 0.12
Net income (loss) per common .
share, diluted........... veseeese § (0.02) 8 {0.58) $ 0.04 $ 0.12

Significant 1998 interim events:

In December 1998, 5,000,000 shares of GCH 10 1/2% Preferred Stock were
issued for proceeds of $483 million

During AugustAissa the Company completed an IPO for which the Company
received net proceeds of approximately $391 million. - -

In May 1998, the first segment of AC-1, the United States to United Kingdom
route, was completed and commenced operations. -

During the second quarter, the Company acguired the rights from those
entitled to fees payable under the advisory services agreement in=~ -~
consideration for the issuance of common stock having an aggregate value of
$135 million and the cancellation of approximately $3 million owed to the
Company tnder a related advance
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GLOBAL CROSSING LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Continued)
agreement. As a result of thisg transaction, the Company recorded a non-
recurring charge in the approximate amount of $138 million during the second
quarter. In additicn, the Company recognized as an expense approximately $2
millicn of advisory fees incurred prior to termination of the contract.

On May 18, 1998, the Company issued 9 5/8% senior notes due May 15, 2008,
with a face value of $800 million.

21. SHAREHOLDERS' EQUITY
Share Cancellation

As part of the Company's break-up fee received from US West, Inc. ("US
West"), the Company received 2,231,076 shares of its common stock from US West
which were cancelled by the Company. For the year ended December 31, 1999,
other income, net was composed primarily of a $210 million termination fee
paid by US West in connection with the termination of its merger agreement
with the Company, net of related expenses.

0ld GCL Common Stock and Additional Paid-in Capital

During March 1997, 0ld GCL, formerly GT Parent Holdings LDC, was
incorporated as an exempted limited duration company in the Cayman Islands. In
March 1998, GCL, a Bermuda company, was formed as a wholly-owned subsidiaxy of
0ld GCL. At that time, 0ld GCL contributed its investment in Global
Telesystems Holdings Ltd. ("GTH") to GCL. During April 1998, GCL formed a
wholly-owned subsidiary, Global Crossing Holdings Ltd. (*GCH"), a Bermuda

‘company, and contributed its investment in GTH to GCH upon its formation.

In January 13988, 0Old GCL effected a 100-for-1 stock split of each of its
Class A, B, C and D common stock and undesignated stock and amended the par
value of each share of common stock from $.0001 per share to $.000001 per
ghare. Prior to GCL's IPO in August 1998, GCL declared a stock dividend to 0ld
GCL resulting in 0ld GCL holding 1.5 shares of common stock of GCL for each
share of common stock of 0ld GCL outstanding. Pursuant to the terms of the
Articles of Association of 0ld GCL and prior to the Company's IPO, each holder
of Class D shares of Old GCL converted such shares intc a fraction of a Class
E share of 0ld GCL based upon a valuation at the time of such conversion,
together with a warrant to purchase the remaining fraction of such Class E
share at an exercise price based upon such market valuation. In addition, each
holder of Class E shares of 0ld GCL had such Class E shares converted into
Class B shares of 0ld GCL. Accordingly, each holder of Class D and Class E
shares ultimately received Class B shares, with the warrants to purchase Class
E shares received by former Class D shareholders then cancelled in exchange
for warrants ("New GCL Warrants®) to purchase shares of Common Stock of GCL at
an exercise price equal to the IPO price of $9.50 per share.

' Subsequent to the above transaction and prior to the Company's IPO, each
shareholder of 0Old GCL (other than CIBC) exchanged their interests in 0ld GCL
for shares of common stock of GCL held by 0ld GCL at a rate of 1.5 shares of
common stock of GCL for each share of common stock of 0ld GCL {"01d-GCL
Exchange®) . CIBC did not participate in the above mentioned transaction and
continued to maintain its ownership of GCL through 0l1d GCL, which became a
wholly owned subsidiary of CIBC.

Because 0ld GCL, GCL and GCH were entities under common control, the
transfers by 0ld GCL to GCL and GCL to GCH and the 01d GCL Exchange were
accounted for similar to a pooling of interests. The consolidated financial
statements presented have been retroactively restated to reflect these
transactions as if they had occurred as of March 19 1997 (Date of Inception).
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

Information with respect to Cld GCL common stock and additicnal paid-in
capital prior to the Old GCL Exchange is as follows:

Common Stock:
Authorized:

1,000,000,000 Class common stock of $.00000087 par valge

1,000,000,000 Class

A

1,000,000,000 Class B common stock of §.00000067 par value
C common stock of $.00000067 éar value
D

3,000,000,000 Class common stock of $.00000067 par value

1,000,000,000 Class E common stock of $.00000067 par value
43,000,000,000 undesignated common stock of $.00000067 par value

Class A shares, Class B shares and Class C shares all had voting rights. On
March 25, 1997, 0ld GCL issued 22,500,000 Class A shares, 101,250,000 Class B
shares, 101,250,000 Class C shares for $.33 per share, resulting in aggregate
proceeds of $75 million. In addition to the 22,500,000 Class A shares issued
to the preference shareholders for cash in connection with the issuance of the
preference shares, a total of 39,705,900 Class A shares were distributed to
the initial preference shareholder representing 15% of the aggregate number of
Class A, B and C shares outstanding. In addition, warrants to acquire a
maximum of 92,880 shares of common stock of Old GCL were issued into escrow
for the benefit of the holders of preferred stock. Effective January 21, 1998,
014 GCL authorized 1,000,000,000 new Class E non-voting shares.

Certain of the Class B shareholders were issued a total of 66,176,400 Class
D shares on March 25, 1997. Of the $34 million of proceeds received from the
issuance of Class B shares, $3 million was allocated to the Class D shares
representing the estimated fair value of the Class D shares based on an
independent valuation. Class D shares were non-voting shares which carried
speclal preference rights on the cash distributions made by 0ld GCL. Class D
shareholders were to receive 10% of cash distributicns to common shareholders
once the internal rate of return to Class C shareholders exceeded 10%, and
then increasing to 20% of cash distributions to common shareholders once the
internal rate of return to Class C shareholders exceeded 30%. Effective
January 1998, Class D share rights were amended such that Class D shareholders
received the option to convert each Class D share into one Class E share upon
payment to Old GCL: of §.74 per share or to a fraction of a Class E share bhased
upon a valuation at the time of such conversion, together with a warrant to
purchase the remaining fraction of such Class E ghare at an exercise price
based upon such market valuation. By granting to holders of the Class D shares
an option to convert such ghares into Class E shares, the Company obtained
effective assurance that it could effect a change to a corpcorate structure in
the event of a wmajor equity event, such as a wmerger or other business
combination or in the event of an IPO by GCL, of its common stock, since the
helders of the Class D shares would need to exercise their opticna in order to
participate directly in benefits of a merger or acgquisition of the Company or
in order to obtain the benefits of any trading market for the common stock of
the Company; no trading market was expected to develop for the Class D shares.
The grant of the options to Class D shareholders represents an equity
transaction since the Company granted these shareholders amended share rights
in the form of options with new warrants. Since the Company had an accumulated
deficit, the charge was made against additional paid in capital, which had no
impact on the consolidated financial statements. The Company accounted for the
new waxrants as an equity transaction on the date the warrants were issued,
which was the IPC date of August 13, 1998, .

In 1598, the Company issued, at a price of $0.33 per share, 900,000 Class B
shires and 675,000 Class B shares. Since the estimated fair value of shares
exceeded the issue price, the Company increased stock related expense and
shareholders' equity by $2 million in 1998.

- e
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GLOBAL CROSSING LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Continued)
22. SUBSEQUENT EVENTS '
IXnet and IPC Acquisitions

On February 22, 2000, the Company anncunced a definitive agreement to
acquire IXnet, Inc., a leading provider of specialized IP-based network
services to the global financial services community, and its parent company,
IPC Communications, Inc., in exchange for shares of common stock of Global
Crossing valued at approximately $3.8 billion. Under the terms of the
definitive merger agreement, 1.184 Global Crossing shares will be exchanged
for each IXnet share not owned by IPC and 5.417 Glcbal Crossing shares will be
exchanged for each share of IPC. The acquisition is expected to be completed
in the second quarter of 2000 and is subject to regulatory approval and
customary closing conditions.

GlobalCenter Japan

On January 26, 2000, the Company's Asia Global Crossing joint venture
announced an agreement to create GlobalCenter Japan, a joint venture with
Japan's Internet Research Institute, Inc. ("IRI"). GlobalCenter Japan will
design, develop and construct a media distribution center in Japan providing
connectivity worldwide through the Global Crossing Network. The joint venture
will also develop and provide complex web hosting services, e-commerce support
and applications hosting solutions. Asia Global Crossing will own 83 percent
of GlobalCenter Japan, with IRI owning the. remaining 11 percent.

Hutchison Global Crossing Joint Venture

On January 12, 2000, the Company established a joint venture, called
Hutchison Global Crossing, with Hutchison to pursue fixed-line
telecommunications and Internet opportunities in Hong Kong. For its 50% share,
Hutchison contributed to the joint venture its building-to-building fixed-line
telecommunications network in Hong Kong and a number of Internet-related
assets. In addition, Hutchison has agreed that any fixed-line
telecommunications activities it pursues in China will be carried out by the
joint venture. For its 50% share, the Company provided toc Hutchison $§400
million in Global Crossing convertible preferred stock [convertible into
shares of Glcbal Crossing common stock at a rate of $45 per share) and
committed to contribute to the joint venture international telecommunications
capacity rights on our network and global media distribution center
capabilities which together are valued at $350 million, as well as $50 million
in cash. The Company intends to integrate its intereat in Hutchison Global
Creossing into Asia Global Crossing.
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Description

GLOBAL CROSSING LTD. AND SUBSIDIARIES
SCHEDULE II

VALUATION AND QUALIFYING ACCQUNTS
{in thousands)

Column A Column B Column € Column D Column E

Reserve for uncollectible

ACOOUNES . v e e nnsrns

Deferred tax valuation

allowance.... ...

Additions
Balance at Charged to Charged Balance at
Dec 31, costs and to other Dec 31,
19398 expenses accounts Deducticns - 1999
...... $4,233 §37,187 $88, 055 $(34,335) 885,110
...... § -~ S - $54,780 $ - $54,780
F-42
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Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf on March 16, 2000 by the undersigned, thereunto duly authorized.

Global Crossing Ltd.

/8/ Dan J. Cohrs
By:

Dan J. Cohrs
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1334, this
report has been signed below on March 16, 2000 by the following persons on

behalf of the registrant and in the capacities indicated.

Signatures

- -

/8/ Gary Winnick

Gary Winnick

/s/ Lodwrick M. Cook

Lodwrick M. Cook

/s/ Leoc J. Hindexy, Jr.

Leo J. Hindery, Jr.

/8/ Thomas J. Casey

Thomas J. Casey

/s/ David L. Lee

David L. Lee

/8/ Joseph P. Clayton

Joseph P. Clayton

/s/ Jack M. Scanlon

Jack M. Scanlon

/8/ Abbott L. Brown

Abbott L. Brown

/s/ Barxy Porter

Barry Porter

Copyright 2000 EDGAR Online, Inc, (ver 1.01/2.003)

Chairman of the Board and Director

Co-Chairman of the Board and Director

Chief Executive OQOfficer and Director;
Chairman and Chief Executive Officer,
GlobalCenter Inc.

vice Chairman of the Board and Director

President, Chief Operating Officer and
Director

Director; President, Global Crossing North
America

Director; Vice Chairman of the Board, Asia
Global Crossing

Senior Vice President and Director

Senior Vice President and Director
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/s/ Dan J. Cohrs

Dan J. Cohrs

/s/ Robert Annunziata

Robert Annunziata

/B/ Jay R. Bloom

Jay R. Bloom

/s/ William E. Conway

William E. Conway

/s/ Bric Hippeau

Eric Hippeau

/s/ Dean c.'Kehler

Dean C. Kehler

/s/ Geoffrey J.W. Kent

Ceoffrey J.W. Kent

Canning Fok Kin-ning

/s/ Douglas H. McCorkindale

Douglas H. McCorkindale

/8/ James F. McDonald

James F. McDonald

/8/ Bruce Raben

Bruce Raben

/8/ Michael R. Steed

Michael R. Steed

Senior Vice President and Chief Financial

officer (principal accounting officer)

Director

Director

Director

Director

Dixector

Director

Director

Director

Director

Director

Director
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EX-3.10
2
CERTIFICATE OF DESIGNATIONS

EXHIBIT 3.10

EXECUTION COPY
Schedule to the Bye-Laws
of Global Cressing Ltd.

CERTIFICATE OF DESIGNATIONS
oF

SERIES B 6 3/8% CONVERTIBLE PREFERRED STOCK

The terms of the authorized Series B 6 3/8% Convertible Preferred
Stock (the "Preferred Stock") of Global Crossing Ltd., a company incorporated
under the laws of Bermuda (the "Company"), shall be as set forth below in this
Schedule to the Bye-Laws of the Company (this *Schedule").

{a} Designation. (i) There are hereby authorized 400,000 shares
of Preferred Stock as designated by the Board of Directors of the Company. Each
share of Preferred Stock will have a liquidation preference of $1,000 (the
"Ligquidation Preference"}.

{ii) All shares of Preferred Stock redeemed, purchased,
exchanged, converted or otherwise acquired by the Company shall be retired and
canceled and, upon the taking of any action required by applicable law, shall be
restored tc the status of authorized but unissued shares of preferred stock of
the Company, without designation as to series, and may thereafter be reissued.

() Currency. All shares of Preferred Stock shall be denominated
in United States currency, and all payments and distributions thereon or with
respect thereto shall be made in United States currency. All references herein
to "3" or "dollars" refer to United States currency.

(¢} Ranking. The Preferred Stock shall, with respect to dividend
rights and rights upon liquidation, winding up or dissolution, rank junior to
(i) each other class or series of capital stock of the Company, other than (A)
the Common Stock of the Cowpany and any other class or series of capital stock
of the Company which by its terms ranks junior to the Preferred Stock, as to
which the Preferred Stock shall rank prior and (B) the Company's 6 3/8%
Cumulative Convertible Preferred Stock and any other class or series of capital
stock of the Company which by its terms ranks on a parity with the Preferred
Stock, in each case as to which the Preferred Stock shall rank on a parity or
{(ii) other equity interests in the Company, in each case, including; without
limitation, warrants, rights, calls or options exercisable for or convertible

“into such capital stock or equity interests, except as provided in the last
sentence of this paragraph (c). All equity securities of the Company to which
the Preferred Stock ranks prior (whether with respect to dividends or upon
liquidation, winding up, dissolution or otherwise), including the Common Stock
of the Company, are collectively referred to herein as the "Junior Stock". All
equity securities of the Company to which the Preferred Stock ranks on a parity
(whether with respect to dividends or upon liguidatiocn,

winding up, dissolution or otherwise) are collectively referred to herein as the
"Parity Stock". All equity securities of the Company to which the Preferred
Stdck ranks junior (whether with respect to dividends or uwpon ligquidation,
winding up, dissolution or otherwise) are collectively referred to herein as the
"Senior Stock". The respective definitions of Junior Stock, Parity Stock and
Senior Stock shall also include any warrants, rights, calls or opfidns
exercisable for or convertible into any Junior Stock, Parity Stock or Seniocr
Stock, as the case may be.

(d} Dividends. (i) The holders of shares of Preferred Stock
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shall be entitled to receive, when, as and if declared by the Board of Directors
of the Company cut of funds legally available therefor, dividends on the shares
of Preferred Stock, cumulative from the first date of issuance of any such
shares {(the "Initial Issuance Date"), at a rate per annum of 6 3/8% of the
Ligquidation Preference per share, payable in cash. Dividends on the shares of
Preferred Stock shall be payable quarterly in equal amounts {subject to
paragraph (4d) (v} hereunder with respect to shorter periods, including the first
such period with respect to newly issued shares of Preferred Stock) in arrears
on the first day of each February, May, August and November of each year, or if
any such date is not a Business Day, on the next succeeding Business Day (each
such date, a "Dividend Payment Date", and each such quarterly period, a
"Dividend Period"), in preference to and in priority over dividends on any
Junior Stock. Such dividends shall be paid to the holders of record of the
shares of Preferred Stock as they appear on the applicable Record Date. As used
herein, the term "Record Date” means, with respect to the dividends payable on
the first of February, May, August and November, the fifteenth day of the
immediately preceding January, April, July and October, respectively, or such
other record date, not more than 60 days and not less than 10 days preceding the
applicable Dividend Payment Date, as shall be fixed by the Board of Directors of
the Company. Dividends on the shares of Preferred Stock shall be fully
cumulative and shall accrue {whether or not declared and whether or not there
are funds of the Company legally available for the payment of dividends} from
the Issuance Date {or the last Dividend Payment Date for which dividends were
paid, as the case may be) based on a 360-day year comprised of twelve 30-day
months. Accrued and unpaid dividends for any past Dividend Period and dividends
in connection with any optional redemption may be declared and paid at any time,
without reference to any Dividend Payment Date, to holders of record on such
date, not more than 45 days prior to the payment thereof, as may be fixed by the
Board of Directors of the Company.

{ii) No dividend shall be declared or paid or set apart for
payment or other distribution declared or made, whether in cash, obligations or
shares of capital stock of the Company or other property, directly or ’
indirectly, upon any shares of Junior Stock or Parity Stock, nor shall any
shares of Junior Stock or Parity Stock be redeemed, repurchased or otherwige
acquired for consideration by the Company through a sinking fund or otherwise,
unless all accrued and unpaid dividends through the most recent Dividend Payment
Date (whether or not such dividends have been declared and whether or not thers
are funds of the Company legally available for the payment of dividends) on the
shares of Preferred Stock and any Parity Stock have been or contemporaneously
are declared and paid in full; provided, however, that, notwithstanding any
provisions in this subparagraph {ii} to the contrary, the Company shall be
entitled to (a) declare and pay dividends on shares of Junior Stock payable
sclely in shares of Junior Stock and on shares of Parity Stock payable

solely in shares of Parity Stock or Junior Stock {other than pursuant to
paragraph (d){vi) of the Certificate of Designations for the Company's 6 3/8%
Cumulative Convertible Preferred Stock}, or in each case by an increase in the
liquidation preference of the Junior Stock or Parity Stock and (b) redeem,
repurchase or otherwise acquire Junior Stock or Parity Stock in exchange for
censideration consisting of Parity Stock or Junior Stock, in the case of Parity
Stock, or of Junior Stock, in the case of Junior Stock. When dividends are not
paid in full, as aforesaid, upon the shares of Preferred Stock, all dividends
declared on the Preferred Stock and any other Parity Stock shall be declared and
paid either (A) pro rata so that the amount of dividends so declared on the
shares of Preferred Stock and each such other class or series of Parity Stock
shall in all cases bear to each other the same ratio as accrued dividends on the
shares of Preferred Stock and such class or series of Parity Stock bear tc each
other or (B} on. another basis that is at least as favorable to the holders of
the Preferred Stock entitled to receive such dividends.

(iii) Any dividend payment made on the Preferred Stock shall
first be credited against the dividends accrued with respect to the earliest
Dividend Period for which dividends have not been paid. -

{(iv) All dividends paid with respect to shares of Preferred
Stock pursuant to this paragraph (d) shall be paid pro rata to the holders
entitled thereto,

(v} Dividends {or cash amounts equal to accrued and unpaid
dividends) payable on the Preferred Stock for any period shorter than three
months shall be computed on the basis of the actual number of days elapsed (in a
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30-day month) since the applicable Dividend Payment Date or from the Issuance
Date with respect to newly issued shares, as applicable, and based on a 360-day
year of twelve 30-day months. No interest shall accrue or be payable in respect
of unpaid dividends. ‘

{e) Liquidation Preference, (i) Upon any voluntary or
involuntary liguidation, dissolution or winding up of the Company or a reduction
or decrease in the Company's capital stock resulting in a distribution of assets
to the holders of any class or series of the Company's capital stock, each
holder of shares of Preferred Stock shall be entitled to payment out of the
assets of the Company available for distribution of an amount egqual to the then
effective Liquidation Preference per share of Preferred Stock held by such
holder, plus all accumulated and unpaid dividends therein to the date of such
liquidation, dissolution, winding up or reduction or decrease in capital stock,
before any distribution is made on any Junior Stock, including, without
limitation, Common Stock of the Company. After payment in full of the then
effective Liguidation Preference and all accumulated and unpaid dividends to
which holders of shares of Preferred Stock are entitled, such holders shall not’
be entitled to any further participation in any distribution of assets of the
Company. If, upon any voluntary or involuntary ligquidation, dissolution or
winding up of the Company or a reduction or decrease in the Company's capital
stock, the amounts payable with respect to shares of Preferred Stock and all
other Parity Stock are not paid in full, the holders of shares of Preferred
Stock and the holders of the Parity Stock shall share equally and ratably in any
distribution of assets

of the Company in proportion to the full liguidation preference and all
accumulated and unpaid dividends to which each such holder is entitled.

{ii) Neither the voluntary sale, conveyance, exchange or
transfer (for cash, shares of stock, securities or other consideration) of all
or substantially all of the property or assets of the Company nor the
consclidation, merger or amalgamation of the Company with or into any
corporation or the consolidation, merger or amalgamation of any corporation with
or into the Company shall be deemed to be a voluntary or involuntaxry
liquidation, dissolution or winding up of the Company or a reduction or decrease
in the capital stock of the Company.

{iii) No funds are required to be set aside to protect the
Liquidation Preference of the shares of Preferred Stock, although such
Liquidation Preference will be substantially in excess of the par value of the
shares of the Preferred Stock.

(£) Redemption. Shares of Preferred Stock shall be redeemable

- sy -

by the Company as provided below.

(i) Optional Redemption After the Initial Redemption Date. The
shares of Preferred Stock shall not be redeemable prior to January 12, 2005 {the
"Initial Redemption Date"). After the Initial Redemption Date, the shares of
Preferred Stock shall be subject to redemption at any time at the option of the
Company, in whole or in part, at a price {(the "Redemption Price"), payable in
cash, equal to the percentage set forth below of the Liquidation Preference per
share for redempticn during the 12-month periods beginning on the Initial
Redemption Date or the annual anniversaries thereof indicated below, plus in
each case an amount equal to accrued and unpaid dividends thereon {whether or
not declared and whether or not there are funds of the Company legally available
for the payment of dividends) to the date fixed for redemption.

Period - Redemption Price

. 2005, 0t trar et e . 103.1875%
2006 ettt e 102.5500%
2007....... s 101.9125% -
2008.cuiinennnn, s 101.2750%
2009 . et i it e, . 100.6375%
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JOSEPH P. CLAYTON

President of North America
Global Crossing Ltd.

Joseph P. Clayton is President of North America for Global Crossing Ltd., a Bermuda-based
company listed on both the S&P 500 and the NASDAQ 100. In this role, Clayton has direct
responsibility over the company’s North American Operations. In addition, Clayton helps craft
the strategic vision for the corporation by identifying meaningful business partnerships, alliances
and potential acquisitions. Clayton reports directly to the CEO of Global Crossing.

On September 28, 1999, Global Crossing Ltd. merged with Frontier Corporation to create the
world's preeminent global IP-services company. The combined companies are positioned to
provide customers with integrated global Internet, data, long distance, local telephone and
conferencing services.

Prior to assuming his new role at Global Crossing, Clayton was the President and Chief Executive
Officer of Frontier Communications, a leading provider of integrated communications services
nationwide. After assuming leadership in June 1997, Frontier's stock price appreciated over 200
percent. He simultaneously grew the company's market cap from $3 billion to $10 billion.
Clayton drove the strategic vision of Frontier while working as a hands-on leader of Frontier's
executive management team.

Before joining Frontier, Clayton served as executive vice president of marketing

and sales for the Americas and Asia for Thomson Consumer Electronics, the largest electronics
company in the United States. A seasoned leader in the consumer electronics industry, he has
more than 24 years of marketing and sales experience. During his tenure, Clayton was
responsible for product development, marketing, advertising, sales and distribution of Thomson’s
RCA, ProScan and GE brands of consumer electronics products.

His experience in the consumer electronics industry included numerous management positions for
RCA, GE and Thomson, most notably senior vice president of the television division, vice
president of video product management, and general manager of national accounts.

Clayton earned an M.B.A. in marketing and management from Indiana University in
Bloomington, Ind., and is a magna cum laude graduate with a B.A. in business administration and
economics from Bellarmine College in Louisville, Kentucky. He currently serves on Global
Crossing's board of directors, as well as the boards of Global Crossing’s GlobalCenter and Asia
Global Crossing divisions. He is a director of the good guys — a publicly traded West Coast
consumer electronics retail operation, and is a member of the Chase Manhattan Bank’s
Northeastern board. Clayton serves on the Dean’s Advisory Board for Indiana University School
of Business, as a trustee of Bellarmine College, and as a trustee of Rochester Institute of
Technology. Clayton formerly acted as chairman of the Consumer Electronics Group for the
Electronics Industries Association.
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ROBERT L. BARRETT

Executive Vice President and Chief Technical Officer
Global Crossing North America

Guiding the product development, engineering, information systems and the overall technical
vision of the firm, Robert Barrett is the executive vice president and Chief Technical Officer for
Global Crossing North America. In this position, Barrett guides the company's product
development, information systems and network infrastructure. In addition, he directs the
development of a companywide full service platform, combining network, customer service and
billing on one integrated system.

Barrett joined the company in 1996 as president of Frontier Network Systems and Services, with
responsibility for all network operations, information technology and engineering.

A 35-year technology veteran, Barrett was previously executive vice president and Chief
Technology Officer at Columbus, Ohio-based Banc One Corporation, one of the 10 largest bank
holding companies in the U.S. His career at Banc One also included serving as president of Banc
One Services Corporation, the technology subsidiary comprised of information systems, bank
operations and conversions, client services, administrative services, financial card services and
advanced technology. T

Before joining Banc One, Barrett was senior vice president of Allnet Communication Services.
In this position, he was in charge of operations, billing, customer service, sales support,
engineering and technology and was instrumental in the development of the Allnet billing
platform, recognized as one of the most flexible in the telecommunications industry and currently
utilized by Frontier. Prior to joining Allnet, Barrett was Chairman and CEO for the information
technologies and telecommunications subsidiaries of Clark Equipment Company.

Barrett earned a bachelor’s degree in finance, physics and psychology from Michigan State
University in East Lansing, Mich.
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HAROLD M. WINFIELD

Chief Financial Officer
Global Crossing North America

Hank Winfield was appointed chief financial officer for Global Crossing North America in
September 1999 when Global Crossing Ltd. completed its merger with Frontier Corporation. In
this position, he is responsible for revenue management, internal reporting, credit and collections,
accounting operations and financial planning and analysis.

Winfield joined Frontier in January 1999 as vice president and corporate controller, where he
managed the accounting operations, all internal and external reporting, credit and collections, and
financial accountability for the company's activities.

Before coming to Frontier, Winfield was with First Data Corporation, where he served as senior
vice president and Chief Financial Officer of TeleCheck Services, Inc. In addition to his duties as
a member of the company's Executive Committee, he was responsible for all financial aspects of
accounting, planning and analysis, and acquisitions. He also held positions of vice president of
finance and director of planning and analysis.

Previously, Winfield was a member of Coopers & Lybrand for more than eight years, holding
numerous management positions in audit and mergers and acquisitions.

Winfield earned a BBA in business and accounting from Southern Methodist University and is a
certified public accountant.

7/00





