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GLOBIX CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(A1l Dollars in Thousands, Except Share and Per Share Data)
Assets

Current assets:
Cash and cash equUivalent s ...ttt ittt e ettt e et ettt eeeeeeeeeeaeeeeeeeeeaeeeeeneens
Marketable SeCULLILIES ittt it ittt ittt ittt ettt i i et e e i e e e
Accounts receivable, net of allowance for doubtful accounts of $2,129 and
$6, 852, TeSPECLIVE LY vttt it ittt e ettt ettt ettt ettt e e e
Prepaid expenses and other CUrrent asSSel S ...ttt ittt ittt ittt ettt ettt eaeeeeeeeeanenn
Restricted Cash v ittt e e e et et e e e i et e e e

Total CULTENE @S SEE S i ittt ittt e e ettt et e e ettt e ee et e eaeeeeeeeeeaeeeeeeeeneeeeens
Investment s, TFeshricted ...ttt it it i ettt ettt ettt ettt et eeeeeeeeeeeeeeeeeeeeeneenns
Property, plant and equUipment, Net ..ttt ittt ittt ettt ettt e eaeeeeeeeeeaeeeeeeeenneeeens
Debt issuance costs, net of accumulated amortization of $2,543 and $1,89¢6,
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BTSN @Y @l T
Intangible assets, net of accumulated amortization of $0 and $2,485,

BTSN @ Y @ il T
(O ol o TS = i

R wi= T R = i

Liabilities and Stockholders' Deficit

Current liabilities:
Capital lease and other 0D ligations i it ittt ittt et ettt et ettt e eaeeeeeeeeeaaeeeeeeens
ACCOUNE S PAVAD e ittt ittt it et e et e e e e ettt et et e
Accrued 11abilities ittt it e e e e e e e e e e e e e et e e e e
F2e T a6 Y B I o o = ot - i

Total current 11abilities ..ttt ittt e et et e e e ettt aee ettt e e
Capital lease obligations, net of current POrLion ...ttt ittt ittt et ettt et et eeee et eneaaeens
J Lo Ranue 1T F T o T 4= N o T
SEeNIOr NOLES (SEE NOTLE ) ittt ittt et e e e et e e e e et et et e et et ettt et ettt ettt ettt eeaeaeananas
Other 1long term 1iabilitdes ittt it ettt e e e ettt e ettt e aeeeeeeeeeaeeeeeeeenneeeens

B it A s = o B 0wl

Minority dinterest 1n sUbSIdiary ...ttt i ittt e e e e et e e e e e ettt e
Redeemable convertible preferred stocCk (See NOLE 7)) i ittt ittt ittt ittt eeaeeeeeneenneeeens

Stockholders' Deficit:
Common stock, $.01 par value; 500,000,000 shares authorized; 41,896,479 and

41,920,229 shares issued and outstanding, respecCtively .. ...ttt ittt ittt eeeeeenneeeeeeens
Additional paid—dn Capital ...ttt ittt e e e e e e e ettt e ettt e
Deferred CoOmMPensSat o ...t it i ettt et e e et ettt et ettt eae ettt
Accumulated other comprehensive INCOmME . ...ttt ittt ettt et ettt ettt eeeeeeeeeeneeeeeeeeaeens
Accumulated defiCait it ittt et et e e e e e e e e e e e e e e ettt e e

Total stockholders' defiCit ...ttt it ettt e e e e e ettt ettt eeeeeeeeeeaeeeeeeeeeanenn

Total liabilities and stockholders' deficCit ... ..ttt ittt et ettt et eeeeeeeeeeaanenn

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

GLOBIX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(A1l Dollars in Thousands, Except Share and Per Share Data)

(unaudited)
Three Months Ended Mar
2002
Revenue $ 21,389 S 2

Operating costs and expense:
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COSE Of TOVENUE &t ittt i it ittt ettt et ettt ettt et et eeeeeeeeeeaeeeneean 9,737 1
Selling, general and administrative ......... ... 21,402 2
ReStIrUCTULING EXPENSES vttt vt ittt e e ettt eeeee et eaeeeeeeseeaneeeeneens 48,447
Impairment of intangible assets ... ..ttt ittt ittt et 3,220
Depreciation and amortization .. ... ..ttt ittt ettt eenneeneeeens 12,174

Total operating CoOsSts and EXPENSES . i i it ittt it eeeeeeeeeeeeeeeeeneeeeeneens 94,980 4

LoSS from OpPerations & ittt ittt et e et e e e e e et e (73,591) (1
Interest and finanCing EXPENSE . i i ittt ittt ettt teeeeeeeeeeneeeeeneens (14,036) (1
Interest INCOmME ittt ittt ittt ettt it ettt 875
Other INCOME/ (EXPENSE) i vttt ettt ettt ettt e eeeeeeeneeeeeeeneeeneeenan (472)
Minority interest 1in subsidiary ... ..ottt iii ettt et 955

Loss before cumulative effect of a change in accounting principle ......... (86,269) (3

Cumulative effect of a change in accounting principle ........c.iiiiieennnn.. -

B S S I = T (86,269) (3
Dividends and accretion on preferred stock ....... ... ... (1,329) (
Net loss attributable to common stockholders' ... ..ttt tteeenennnnn S (87,598) S (3

Basic and diluted loss per share attributable to common stockholders'

before cumulative effect of a change in accounting principle ........... $ (2.21) s
Cumulative effect of a change in accounting principle ........c.iiiiiiennnn.. -
Basic and diluted net loss per share attributable to common

[ o X2 o X T o L ok S (2.21) S

Weighted average common shares outstanding--basic and diluted ............. 39,688,862 38,70

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

GLOBIX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(A1l Dollars in Thousands, Except Share and Per Share Data)

Cash flows from operating activities:

LS L o
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization ...ttt ittt ittt e e e ettt e e e ettt et
Provision for uncollectible accounts receilvable .. ...ttt ittt et e teeeeeeeeennaaees
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Cumulative effect of a change in accounting PrincCiple ...ttt ittt ittt ettt teeeeeeeeennaaeens
RE S T UCT UL INGg XIS S v v i v vttt et e e e et et e eae e e e o e e aeeeeeeseeaeeeeeeeeeaeeeeeeeeeeeeeeeeeenneeeens
Minority dinterest 1n sUbSIdiary ...ttt ittt et e e e et e e e e e e e e
Gain on sale of short term InVeStmMENt ... ittt ittt et e e ettt et ae e eeaeeeeeeeennaaeens
Gain on sale of marketable SeCULItIEs ..ttt ittt ittt et e ettt et ettt e eaeeeeeeeenaaaees
Loss on impairment of intangible assel s ittt ittt ittt ettt et e e e e e
Loss on impairment Of INnvVestment S ...ttt it it e ettt et e ettt eae ettt
Amortization Of debt 1SSUANCE COSE S .t i ittt it ittt e ettt et et ettt e eeeeeeeeeaeeeeeeeeeanenn
Amortization of deferred COmMPENSat ION . ittt ittt ittt e ettt ettt ettt eeeeeeeeeeaaeeeeeeeeaaens
Changes in operating assets and liabilities:

ACCOUNL S FeCelvab e ittt ittt ettt i et e e ettt e e i e e e e
Prepaid expenses and Other CUrrent asSSel S ..ttt ittt ittt ettt et aeee et eeaeeeeeeeenaaaeens
(O oL - = = = i
ACCOUNE S PaAVAD e ittt ittt e e e e e e e e e e e e e e e e e e e et e e
Accrued 1iabil it des v it ittt it e e e e e e e e e e e e e e e e e e et et e e
Accrued InEere st i et et ettt et e e e e e e
o

Net cash used in operating activities ...ttt i i ettt e e e e e ettt eee et eeaaeeeaeeens

Cash flows from investing activities:

Proceeds from sale of short term Investment s .. ... ittt ittt ettt ettt e eaeeeeeeeennaaeens
Use of restricted cash and 1nvesStment s . ...ttt ittt ittt ettt ettt aee e eeaeeeeeeeennaaeens
Proceeds from sale of marketable sSeCUrities ...ttt ittt et ettt et e eeeeeeeeeenaaaaens
Purchases of property, plant and equUipment ... ... ittt ittt ettt ettt eeaeeeeeeeenaaeeens

Net cash used in investing activities ...ttt ittt ittt e e e e e ettt e eee et e eaaeaeeneenn

Cash flows from financing activities:

Proceeds from exercise of stock options and warrants, Nel ... ...ttt ittt tneeeeeeeenneeeens
Capital contribution in minority-owned suUbSIdiary ...ttt ittt ittt ettt teeeeeeeeenaaaeens
Repayments of mortgage payable and capital lease obligations ....... ittt eennnenens

Net cash (used in) provided by financing activities . ...ttt ittt ittt ee ettt eaeeeeeenens
Effects of exchange rate changes on cash and cash equivalents ........ ittt ennnenens

Net decrease in cash and cash equivalent s .. ...ttt ittt ittt ettt eaeeeeeeeeeaneaeeeeens
Cash and cash equivalents, beginning o0f pPeriod ... ...ttt ittt ettt et teeeeeeeeenaaaeens

Cash and cash equivalents, end Of PEriod ...ttt ittt ittt ettt et ettt et eaeeeeeeeennaaaens

Supplemental disclosure of cash flow information:
Cash paild for Intere st ..ot it it et e ittt e e e e e ettt e ettt et e e e
Cash paild for INCOmME LaXE S v ittt ittt ittt et e ettt e e ettt eaeeeeeeeeeaeeeeeeeeeaeeeeeneeneeeeens
Non-cash financing activities:

Equipment acquired under capital lease 0bligations ...ttt ittt tn ettt eeneeeeeeeenaeeeens

Capital expenditures included in accounts payable, accrued liabilities and other long

Bl o e = o B ol

Cumulative dividends and accretion on preferred stoCk ... ...ttt ettt et

The accompanying notes are an integral part of these consolidated financial
statements
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GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)

1. Basis of Presentation

The accompanying unaudited consolidated financial statements have been
prepared in accordance with generally accepted accounting principles for interim
financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and
notes required by generally accepted accounting principles for complete
financial statements. In the opinion of management, the unaudited interim
consolidated financial statements furnished herein include all adjustments
necessary for a fair presentation of the Company's financial position at March
31, 2002 and the results of its operations for the three-month and six-month
periods ended March 31, 2002 and 2001 and its cash flows for the six- month
period ended March 31, 2002 and 2001. All such adjustments are of a normal
recurring nature. Interim financial statements are prepared on a basis
consistent with the Company's annual financial statements. Results of operations
for the three-month and six-month periods ending March 31, 2002 are not
necessarily indicative of the operating results that may be expected for future
periods.

The consolidated balance sheet as of September 30, 2001 has been derived
from the audited consolidated financial statements at that date but does not
include all of the information and notes required by generally accepted
accounting principles for complete financial statements.

For further information and factors to consider, refer to the
consolidated financial statements and notes thereto included in the Company's
Annual Report on Form 10-K for the fiscal year ended September 30, 2001 on file
with the Securities and Exchange Commission.

2. Financial Restructuring Plan and Reorganization

On March 1, 2002, the Company and two of its wholly owned domestic
subsidiaries filed voluntary petitions under Chapter 11 of the U.S. Bankruptcy
Code, together with a prepackaged plan of reorganization ("the Plan"), with the
United States Bankruptcy Court for the District of Delaware. The Company
continued to operate in Chapter 11 in the ordinary course of business. The
Company received from the Bankruptcy Court authority to pay its employees,
trade, and certain other creditors in full and on time, regardless of whether
such claims arose prior to or after the Chapter 11 filing. The financial
reporting of the Company following the filing of the Chapter 11 petitions is
governed by the American Institute of Certified Public Accountants Statement of
Position No. 90-7 "Financial Reporting by Entities in Reorganization Under the
Bankruptcy Code" ("SOP 90-7"). SOP 90-7 provides guidance for companies that
have filed petitions with the Bankruptcy Court and expect to reorganize under
Chapter 11 of the Bankruptcy Code. The Company implemented the guidance of SOP
90-7 upon the initial filing on March 1, 2002, pursuant to SOP 90-7.

On April 8, 2002, the United States Bankruptcy Court confirmed the joint
pre-packaged Plan of Reorganization filed by the Company and certain
subsidiaries and the Company emerged from Chapter 11 bankruptcy protection and
all conditions necessary for the Plan to become effective were satisfied or
waived effective April 25, 2002.

Under the Plan and as of the effective date all existing securities of
the Company are deemed cancelled and: (a) each holder of Senior Notes is
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entitled to receive, in exchange for such Senior Notes, its pro rata share of
(i) $120 million principal amount of new 11% Senior Secured Notes due 2008, and
(ii) shares of new Common Stock representing approximately 85% of the initial
shares of new Common Stock, subject to dilution by the exercise of management
incentive options representing up to 10% of the Company's issued and outstanding
new Common Stock on a fully-diluted basis; (b) each holder of Preferred Stock,
in exchange for such Preferred Stock (which, as stated above, is deemed
cancelled as of the effective date), is entitled to receive, in exchange for
such Preferred Stock, its pro rata share of shares of new Common Stock
representing approximately 14% of the initial shares of new Common Stock,
subject to dilution by the exercise of management incentive options; and (c)
each holder of an old Common Stock equity interest (which, as stated above, is
deemed cancelled as of the effective date) is entitled to receive, in exchange
for such old Common Stock equity interest, its pro rata share of shares of new
Common Stock representing approximately 1% of the initial shares of new Common
Stock, subject to dilution by the exercise of management incentive options.

Although the Plan has become effective, distributions of Senior Secured
Notes and new Common Stock to holders of existing common stock and notes under
the Plan have not yet been made. Such distributions will be made as soon as
practicable after adequate distribution reserves are established to accommodate
valid securities claims, if any. The Company believes that the securities claims
are without merit and intends to object to the allowance of such claims. Under
the Plan, any recovery for such security holder claims must be satisfied from
the new Senior Secured Notes and shares of new Common Stock available for

GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)

distribution to existing Senior Note holders and common stockholders. The
Company expects to petition the Bankruptcy Court to establish a minimum reserve
of the Senior Secured Notes and new Common Stock for such securities claims in
order to allow for the prompt distribution of the remaining Senior Notes and new
Common Stock to holders of existing common stock and notes under the Plan.

The reorganization reduced significantly the principal amount of the
Company's outstanding indebtedness by reducing outstanding indebtedness by
approximately $480 million and converting a substantial portion of the Company's
indebtedness into new Common Stock. Moreover, the new debt issued under the Plan
permits Globix to satisfy interest payments in kind for at least two years and,
at the discretion of the Company's board of directors, up to four years, thereby
significantly reducing liquidity concerns arising from pre-Chapter 11 bankruptcy
debt service obligations. The Company believes that the restructuring
substantially reduces uncertainty with respect to its future and better
positions it to attract and maintain new customers. There can be no assurance
that the Company will be successful in executing its business plan and there is
substantial doubt about the Company's ability to continue as a going concern.
The consolidated financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

Upon the consummation of the Chapter 11 filing and emergence from
bankruptcy in April 2002, the Company will record a gain on the exchange of the
Senior Notes and preferred stock for the Senior Secured Notes and new common
stock. Such gain includes the extinguishment of the Senior Notes and the
cancellation of associated accrued interest and will be offset by the write-off
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of previously deferred costs associated with the Senior Notes and reorganization

related expenses.

The following table sets forth the unaudited proforma consolidated
balance sheet of Globix as of March 31, 2002 upon exchange of the Senior Notes
and Preferred Stock for the Senior Secured Note and new common equity under the
Plan. The assigned equity values are based upon the reorganized value of the
ongoing business and include significant estimates made by management based on
facts and circumstances currently available. Valuation methodologies require the
input of highly subjective assumptions. Actual future results and events could
differ substantially from current estimates and assumptions. Any changes in

valuation could affect the Company's balance sheet.

5

GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(A1l Dollars in Thousands, Except Share and Per Share Data)

Actual

March 31, 2002 Debit
Assets
Total current assets S 101,476 -
Property, plant and equipment, net 316,396 -
Debt issuance costs, net 24,436 -
Other assets 8,167 -
Total assets $ 450,475 -
Liabilities and Stockholders'

(Deficit) Equity
Capital lease and other obligations $ 6,299 -
Accounts payable 5,694 -
Accrued liabilities 44,053 2,713 (d)
Accrued interest 43,750 43,750 (b)
Total current liabilities 99,796 46,463
Capital lease obligations, net of
current portion 7,085 -

Mortgage payable 20,309 -
Senior Notes 600,000 600, 000 (b)
Senior Secured Notes - -
Other long term liabilities 3,062 -
Total Liabilities 730,252 646,463
Minority interest in subsidiary 4,435 -
Redeemable Convertible Preferred Stock 83,695 83,695 (d)

Credi

$ —
23,581 (

$ 23,581
$ —
120,000 (
120,000
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Stockholders' (Deficit) Equity

Common stock 419 -
Additional paid-in capital 167,929 -
Deferred compensation (5,056) -
Accumulated other comprehensive income (4,206) -
Accumulated deficit (526, 993) -
Total Stockholders' (Deficit) Equity (367,907) 83,695

Total Liabilities and Stockholders'
(Deficit) Equity S 450,475 $ 730,158

Explanation of the above adjustment columns are as follows:

a) To reflect the issuance of the 11% Senior Secured Notes.

b) To eliminate the 12.5% Senior Notes and associated accrued interest.

c) Write-off of deferred costs associated with the Senior Notes and
restructuring related expenses.

d) To eliminate Preferred stock and the associated accrued dividends.

e) The extraordinary gain on extinguishment of debt and associated costs
is calculated as follows:
Carrying value of Senior Notes 12.5% $ 600,000
Carrying value of related accrued interest 43,750
Carrying value of Senior Secured Notes 11% (120,000)
Equity value of reorganized Globix (87,256)
Carrying value of related capitalized costs (23,581)

Extraordinary gain on extinguishment of debt $ 412,913

f) The equity value of the reorganized Globix is calculated as follows:
Enterprise value $ 240,000
New Senior Secured Notes (120,000)
Mortgage (20, 552)
Capitalized leases (12,192)

Equity value of reorganized Globix $ 87,256
6
GLOBIX CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)
3. Property, Plant and Equipment
Property, plant and equipment consist of the following:

173,664 (

412,913
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= oL
Building and buillding Improvement S . v it ittt ittt it et e e e e ettt ae et ettt
Leasehold ImDrOVEMENE S vttt i it e et ettt et e e e et e e e ae e e e et eaeeeeeeeeeaeeeeeeeeeaeeee e
Computer hardware and software and network equipment . ... ...ttt ittt teeeeeeeeeeenneeeens
Furniture and eqUipment . .. it ittt ittt et e e et ettt et ettt eae ettt

Less: Accumulated depreciation and amortization ... ..ttt ittt ittt e ettt e e e
Add: CONSErUCTION 1N PrOg eSS vttt i it et e ettt e e e e e e et e eaeeee e e e eeaeeeeeeeeeeeeeeeeeaeeeeeeeeeaeens

Property, plant and equUipment, Net ..ttt ittt et ettt et ettt e eaeeeeeeeeeaeeeeeeeenneeeens

Certain computer and network equipment are recorded under capital leases
that aggregated approximately $23.1 and $23.5 million as of March 31, 2002 and
September 30, 2001, respectively. Accumulated amortization on the assets
recorded under capital leases aggregated approximately $9.8 and $6.6 million as
of March 31, 2002 and September 30, 2001, respectively.

Costs incurred prior to completion of construction of Internet data
centers and network infrastructure upgrades are reflected as construction in
progress in the accompanying consolidated balance sheets and are recorded as
property, plant and equipment at the date each Internet data center or network
segment becomes operational. Construction in progress includes direct
expenditures for construction of the Internet data center facilities, related
network equipment and network upgrade projects and is stated at cost.
Capitalized costs include costs incurred under the construction contract,
advisory and consulting fees incurred during the construction phase. Capitalized
interest is included in property, plant and equipment under the provision of
SFAS No. 34 and totals zero and $7.1 million for the periods ended March 31,
2002 and 2001, respectively. Included in the construction in progress at March
31, 2002 and September 30, 2001 are capital projects currently in progress
related to the completion of the New York and London Internet data centers and
certain equipment associated with these facilities, which has not been placed in
service.

ATC Merger Corp. ("ATC Corp."), a wholly-owned subsidiary of the Company,
owns the land and building located at 139 Centre Street, New York, New York. The
nine-story building houses the Company's corporate headquarters and one of its
Internet data center facilities. A former owner of the right to purchase the
Centre Street property may be entitled to additional consideration if Globix
sells the property. Such amount will be equal to the greater of (a) $1.0 million
(subject to increase after June 1, 2018 by ten percent and an additional ten
percent every fifth year thereafter), or (b) ten percent of the gross sales
price of the property if such sales price is greater than $17.5 million.

In September 2000, the Company purchased the land and the eight-story
building located at 415 Greenwich Street, New York, New York (the "Property").
The Property, which serves as the Company's second New York City Internet Data
Center, is a certified historic structure eligible for historic tax credits
("Tax Credits") based on qualified expenditures, as defined in the Internal
Revenue Code.

In June 2001, the Company entered into an agreement whereby the Tax
Credits generated from the renovation of the Property will be utilized by a

10
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third party (the "Investor") via a Globix minority-owned subsidiary (the "LLC")
in consideration for up to approximately $14 million capital contribution to the
LLC. As of March 31, 2002, approximately $5.4 million of such capital
contribution has been received by the LLC. The balance of the funding under the
capital contribution is based upon the completion of future project related
events, as defined in the LLC agreement. The Company has consolidated the
financial statements of the LLC since inception, due to effective control of the
LLC by Globix; resulting in a minority interest in subsidiary in the
accompanying consolidated financial statements.

7

GLOBIX CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)
4. Accrued Liabilities

Accrued liabilities consist of the following:

March 31, September 30,

2002 2001
ResStruCtUring YeSEerVEeS .. vviveenennnneeeenns $22,471 $ 9,191
Deferred revenuUe .. ...ttt etneeeeeeeannnn 2,681 2,692
Accrued construction costs ....... .. 0., —— 6,490
Accrued dividends payable .................. 2,713 -
Other . e e e e e 16,251 11,768
$44,053 $30,141

During the quarter ended December 31, 2000 the Company modified its
Internet data center expansion plan to delay, scale back and eliminate certain
facilities. During November 2000, management's plan to terminate certain lease
obligations, associated surplus power and environmental equipment related to the
proposed expansion of Globix Internet data centers in Boston, MA; Seattle, WA;
and Los Angeles, CA was completed and approved by the Board of Directors. When
initiated, the restructuring plan was expected to take approximately one year to
complete. The Company recorded a $38.1 million charge associated with this
restructuring plan in the fiscal quarter ending December 31, 2000. Approximately
$15.7 million of this charge was recorded as a write-off of construction in
progress, which included capitalized interest, consulting and legal fees,
construction and pre-construction related costs previously capitalized.

During the quarter ending September 30, 2001, the Company further
modified its business plan to eliminate certain additional Internet data center
and sales office facilities, resulting in the termination of certain employees,
lease obligations and write-off of certain equipment, leasehold improvements and
intangible assets and other costs. In connection with this modification,
additional restructuring charges of $18.0 million were recorded, of which $10.0
million was a write-off of equipment, leasehold improvements and intangible
assets and $1.2 million associated with employee terminations.

11
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During the quarter ending March 31, 2002, the Company made an additional
modification to its business plan, under the Plan of Reorganization, to reduce
certain Internet data center lease obligations, close certain network access
points and network aggregation points, resulting in the termination of certain
employees, lease obligations and write-off of certain equipment, leasehold
improvements and other costs. In connection with this modification, a
restructuring charge of $48.4 million was recorded, of which $17.1 million was
for the write-off of previously escrowed lease deposit and landlord inducement
and legal payments, $28.4 million was a write-off of equipment and leasehold
improvements and $2.9 million associated with employee terminations.

GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)

As of March 31, 2002, restructuring charges totaling $82.1 million were
charged against the established restructuring reserve, resulting in a remaining
reserve balance of $22.4 million. The following table displays the activity and
balances of the restructuring reserve account from inception to March 31, 2002:

Restructuring Charge Activity Amount

Initial charge-—- November 2000 (balance) ............ $ 38,109
2o o B I i I o = Y 0
[ LS 1 Lo wile I T (27,667)
Balance, December 31, 2000 ... .ii ittt neennennn 10,442
2o o B I i o = Y 0
[ LS 1 Lo wile I T (2,662)
Balance, March 31, 2001 ... ittt iin ittt enenenens 7,780
2o o B I i o = Y 0
[ LS 1 Lo wile I T (1,610)
Balance, June 30, 2001 ...ttt ittt ittt 6,170
N L Tl s 1 18,000
[ LY@ 1 Lo wile I T (14,979)
Balance, September 30, 2001 ... ...ttt iiinneneennns 9,191
2o o B I i X o = Y 0
[ LY@ 1 Lo wile I T (1,647)
Balance, December 31, 2001 ... ittt tneeneenneenn 7,544
N L Tl s 1 48,447
[ LY@ 1 Lo wile I T (33,520)
Balance, March 31, 2002 ... ittt ittt enenenens $ 22,471

The above deductions to the restructuring reserve represent primarily
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cash payments and write-offs of previously capitalized costs.
5. Senior Notes

In January 2000, the Company agreed to sell $600.0 million 12.5% senior
notes (the "Senior Notes") due 2010 in a private placement to a group of initial
purchasers and in March 2000 completed a tender offer to purchase all of the
outstanding 13% Senior Notes, $160.0 million in principal amount. The purchase
price in the tender offer was 106.5% of the principal amount, plus accrued and
unpaid interest. On February 8, 2000 the Company closed on its offering for the
$600.0 million 12.5% Senior Notes due 2010, resulting in net proceeds of
approximately $580.0 million, after underwriting fees and offering expenses.

The 12.5% Senior Notes were to mature on February 1, 2010. Interest on
the 12.5% Senior Notes was payable semiannually on February 1 and August 1 of
each year, commencing August 1, 2000. The 12.5% Senior Notes were unsecured
obligations of the Company and ranked pari passu in right of payment with all
existing and future unsecured and unsubordinated indebtedness and ranked senior
in right of payment to any future subordinated indebtedness. In connection with
the offering the Company incurred costs of approximately $20.0 million that was
being amortized over ten years using the effective interest method.

On February 1, 2002 Globix did not make its scheduled interest payment on
the Senior Notes in anticipation of commencing Chapter 11 cases under the U.S.
Bankruptcy Code. The Company filed its voluntary prepackaged bankruptcy petition
under Chapter 11 of the U.S. Bankruptcy Code on March 1, 2002 and in accordance
with SOP 90-7, upon entering Chapter 11 of the U.S. Bankruptcy Code, accrued
interest on the 12.5% Senior Notes was discontinued.

On April 8, 2002, the United States Bankruptcy Court confirmed the joint
pre-packaged Plan of Reorganization filed by the Company and certain
subsidiaries and the Company emerged from Chapter 11 bankruptcy protection and
all conditions necessary for the Plan to become effective were satisfied or
waived effective April 25, 2002.

GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)

Under the Plan and as of the effective date all existing securities of
the Company are deemed cancelled and: (a) each holder of Senior Notes is
entitled to receive, in exchange for such Senior Notes, its pro rata share of
(i) $120 million principal amount of new 11% Senior Secured Notes due 2008, and
(ii) shares of new Common Stock representing approximately 85% of the initial
shares of new Common Stock, subject to dilution by the exercise of management
incentive options representing up to 10% of the Company's issued and outstanding
new Common Stock on a fully-diluted basis; (b) each holder of Preferred Stock,
in exchange for such Preferred Stock (which, as stated above, is deemed
cancelled as of the effective date), is entitled to receive, in exchange for
such Preferred Stock, its pro rata share of shares of new Common Stock
representing approximately 14% of the initial shares of new Common Stock,
subject to dilution by the exercise of management incentive options; and (c)
each holder of an old Common Stock equity interest (which, as stated above, is
deemed cancelled as of the effective date) is entitled to receive, in exchange
for such old Common Stock equity interest, its pro rata share of shares of new
Common Stock representing approximately 1% of the initial shares of new Common
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Stock, subject to dilution by the exercise of management incentive options.

The 11% Senior Secured Notes mature on May 1, 2008. Interest on the 11%
Senior Secured Notes shall accrue and for the first two years after the closing
date in kind by the issuance of additional 11% Senior Secured Notes in such
principal amount as shall equal the interest payment that is then due. For the
two year period thereafter, interest is payable in cash or, at the Company's
option when authorized by the board of directors, in additional 11% Senior
Secured Notes, or in any combination of cash and securities. For the remaining
year interest is payable in arrears annually.

Although the Plan has become effective, distributions of Senior Secured
Notes and new Common Stock to holders of existing common stock and notes under
the Plan have not yet been made. Such distributions will be made as soon as
practicable after adequate distribution reserves are established to accommodate
valid securities claims, if any. The Company believes that the securities claims
are without merit and intends to object to the allowance of such claims. Under
the Plan, any recovery for such security holder claims must be satisfied from
the new Senior Secured Notes and shares of new Common Stock available for
distribution to existing Senior Note holders and common stockholders. The
Company expects to petition the Bankruptcy Court to establish a minimum reserve
of the Senior Secured Notes and new Common Stock for such securities claims in
order to allow for the prompt distribution of the remaining Senior Notes and new
Common Stock to holders of existing common stock and notes under the Plan.

6. Mortgage Payable

On January 25, 2000, ATC Corp. borrowed $21.0 million from a financial
institution pursuant to a mortgage note secured by the property at 139 Centre
Street, New York. Interest is payable at 9.16% (subject to adjustment on
February 11, 2010) based on a 25 year amortization schedule. Principal and
interest payments of $178.5 are payable monthly and any balance of the principal
and all accrued and unpaid interest is due and payable in February 2025.

7. Redeemable Convertible Preferred Stock

The Company had designated 250,000 shares of its authorized 5,000,000
shares of Preferred Stock, $0.01 par value, as Series A 7.5% Convertible
Preferred Stock. At March 31, 2002, there were 89,435 shares of Preferred Stock
outstanding and 160,565 shares of Preferred Stock reserved for issuance.

On December 3, 1999, the Company issued $80.0 million (80,000 shares) in
Preferred Stock to affiliates of Hicks, Muse, Tate & Furst Incorporated ("Hicks
Muse") to expand the build-out of its Internet data centers and other
facilities. The Preferred Stock was convertible into common stock at $10.00 per
share at any time and could not be called for redemption by the Company for five
years. Under the agreement, the Preferred Stock is subject to mandatory
redemption in 2014 and yielded an annual dividend of 7.5% payable quarterly in
cash or additional shares of Preferred Stock, at the option of the Company. The
holders of the Preferred Stock had a liquidation preference of $1,000 per share
and were entitled to cumulative dividends.

The Preferred Stock is recorded in the accompanying consolidated balance
sheet outside the stockholders equity section due to its mandatory redemption
feature. The Company incurred approximately $4.75 million of issuance costs in
connection with the Preferred Stock transaction. Such costs have been recorded
as a reduction of the carrying amount of the Preferred Stock and were being
accreted through a charge to additional paid in capital over the five-year
period to the earliest redemption date.

The Company did not declare or pay dividends for the three-month periods
ended March 31, 2002 and December 31, 2001.
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Cumulative dividends payable for such period totaling $2.7 million, have been
accrued at March 31, 2002 and are included in accrued liabilities. On March 1,
2002, the Company and two of its wholly owned domestic subsidiaries filed
Chapter 11 petitions in the United States Bankruptcy Court for the District of
Delaware. In accordance with SOP 90-7, upon entering Chapter 11 of the U. S.
Bankruptcy Code, the Preferred Stock dividend accrual was discontinued as of
March 1, 2002.

On April 8, 2002, the United States Bankruptcy Court confirmed the joint
pre-packaged Plan of Reorganization filed by the Company and certain
subsidiaries and the Company emerged from Chapter 11 bankruptcy protection and
all conditions necessary for the Plan to become effective were satisfied or
waived effective April 25, 2002.

Under the Plan and as of the effective date all existing securities of
the Company are deemed cancelled and: (a) each holder of Senior Notes is
entitled to receive, in exchange for such Senior Notes, its pro rata share of
(i) $120 million principal amount of new 11% Senior Secured Notes due 2008, and
(ii) shares of new Common Stock representing approximately 85% of the initial
shares of new Common Stock, subject to dilution by the exercise of management
incentive options representing up to 10% of the Company's issued and outstanding
new Common Stock on a fully-diluted basis; (b) each holder of Preferred Stock,
in exchange for such Preferred Stock (which, as stated above, is deemed
cancelled as of the effective date), is entitled to receive, in exchange for
such Preferred Stock, its pro rata share of shares of new Common Stock
representing approximately 14% of the initial shares of new Common Stock,
subject to dilution by the exercise of management incentive options; and (c)
each holder of an old Common Stock equity interest (which, as stated above, is
deemed cancelled as of the effective date) is entitled to receive, in exchange
for such old Common Stock equity interest, its pro rata share of shares of new
Common Stock representing approximately 1% of the initial shares of new Common
Stock, subject to dilution by the exercise of management incentive options.

Although the Plan has become effective, distributions of Senior Secured
Notes and new Common Stock to holders of existing common stock and notes under
the Plan have not yet been made. Such distributions will be made as soon as
practicable after adequate distribution reserves are established to accommodate
valid securities claims, if any. The Company believes that the securities claims
are without merit and intends to object to the allowance of such claims. Under
the Plan, any recovery for such security holder claims must be satisfied from
the new Senior Secured Notes and shares of new Common Stock available for
distribution to existing Senior Note holders and common stockholders. The
Company expects to petition the Bankruptcy Court to establish a minimum reserve
of the Senior Secured Notes and new Common Stock for such securities claims in
order to allow for the prompt distribution of the remaining Senior Notes and new
Common Stock to holders of existing common stock and notes under the Plan.

8. Stockholder's Equity

In December 2000, Globix granted approximately 3.1 million shares of
restricted stock to certain employees and directors. The restricted stock awards
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vest 25% per year over a four-year period on the anniversary date of the grant.
In connection with this restricted stock grant the Company recorded a deferred
compensation charge of $8,999 in stockholders equity. This deferred compensation
will be recorded as compensation expense over the four-year vesting period.
Compensation expense recorded in the six-month period ended March 31, 2002 was
$2,041, including $889 associated with officers terminated in connection with
the restructuring charge discussed in Note 4. During the six-month period ended
March 31, 2002, 1,072,123 of such restricted shares were vested. Since the
initial restricted stock grant in December 2000, approximately 113,750
restricted shares have been canceled.

Effective April 26, 2002, the new Board of Directors of the Company
approved the vesting of 100% of the remaining unvested restricted preferred
shares. This will result in a non-cash charge to compensation expense of $5.1
million in the month of April 2002.

9. Segment Information

The Company reports segment information under SFAS No. 131, which
establishes standards for reporting information about operating segments in
annual financial statements, and requires selected information about operating
segments in interim financial reports issued to stockholders. It also
establishes standards for disclosures about products and services and geographic
areas. Operating segments are components of an enterprise for which separate
financial information is available and which is evaluated regularly by the
Company's chief operating decision-maker, or decision-making group, in deciding
how to allocate resources and assess performance. The Company is a full service
provider of sophisticated Internet solutions. The Company

11

GLOBIX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A1l Dollars in Thousands, Except Share and Per Share Data)

operates several Internet data centers throughout the United States and the
United Kingdom. Each Internet data center provides the same internet related
services to similar type of customers. Effective April 1, 2001 and for the
fiscal quarter ended June 30, 2001, Globix reports its results of operations in
one operating segment under the provisions of SFAS No. 131. Previously the
Company reported under two operating segments. The following table sets forth
geographic segment information for the three month and six-month periods ended
March 31, 2002 and 2001:

Three-month period ended Six-month per
March 31, March 3
2002 2001 2002
Revenue:
United States ..., $ 15,499 $ 21,138 $ 33,050
G @ ) oY 5,890 5,644 11,717
Consolidated ....iii ittt $ 21,389 S 26,782 S 44,767
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Operating income (loss):

United StaAbesS v ii ittt iit ettt $(27,476) $(17,008)
G @ ) oY (46,115) (2,949)
Consolidated ....uiiiiii ittt $(73,591) $(19,957)

Identifiable assets:

United States ...ttt $361, 684 $566,239

G @ ) o1 64,355 75,038

Consolidated ...ttt ennnnnenns $426,039 $641,277
10. Loss Per Share

Basic loss per share is calculated by dividing net loss attributable to
common shareholders by the weighted average number of shares of common stock
outstanding during the period. Diluted loss per share is calculated by dividing
net loss attributable to common shareholders by the weighted average number of
common shares outstanding, adjusted for potentially dilutive securities. Diluted
loss per share has not been presented since the inclusion of outstanding
convertible preferred stock, stock options and warrants would be antidilutive.

The following table summarizes the equivalent number of common shares
assuming the related securities that were outstanding as of March 31, 2002 and
2001 had been converted, but not included in the calculation of diluted loss per
share as such shares are antidilutive:

March 31,
2002 2001
Convertible preferred stock .......... 8,617,300 8,303,000
Stock options ...... ittt 12,356,158 10,398,400
Unvested restricted stock ............ 1,767,600 3,063,500
A=k = o i TP 194,800 194,800
22,935,858 21,959,700

As a result of the Chapter 11 reorganization, effective April 25, 2002,
all unexercised options and warrants were cancelled.
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The following is a reconciliation of net loss attributable to common
stockholders' for the three-month periods and six-months ended March 31, 2002

$(46,042)
(50,593)

64,355
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and 2001:
Three-month period ended
March 31,
2002 2001
Numerator:
Loss before cumulative effect of a change in accounting
i e Y 1§ = 0 $ (86,269) S (31,966)
ividend and accretion on preferred stock ........ .. ... (1,329) (1,761)
Net loss attributable to common stockholders' before
cumulative effect of a change in accounting principle ........... (87,598) (33,727)
Cumulative effect of a change in accounting principle ........... - -
Net loss attributable to common stockholders' ..........ccocce... S (87,598) S (33,727)
Denominator:
Weighted average shares outstanding--basic and diluted .......... 39,688,862 38,709,658
11. Comprehensive Loss

The Company reports comprehensive loss under the provisions of SFAS No.
130. Accumulated other comprehensive loss is reported as a component of
stockholders equity in the consolidated balance sheets. The Company primarily
has two components of comprehensive loss: cumulative translation adjustments
from the Company's operations in foreign countries and unrealized gains and
losses on marketable securities classified as available for sale. The following
table summarizes the components of other comprehensive loss for the three-month
and six-month periods ended March 31, 2002 and 2001:

Three-month period ended

March 31,
2002 2001

NEL 108 ittt ittt ittt e e et eee et eeeeeeeneaeeeseeeeeeaneeeeeeeenenns $(86,269) $ (31,966)
Other comprehensive income (loss):

Unrealized gain (loss) on marketable securities available

i N = I 226 (290)
Foreign currency translation adjustment ...........c.c.ciiieieennnn. (1,576) (3,268)
ComMPTrenenNSIvVEe 10SS . t ittt ettt e eeneeeeeeeeeeneaaeeeeeseeeennnnes S (87,619) $ (35,524)

12. Recent Technical Accounting Pronouncements

In August 2001, the Financial Accounting Standards Board ("FASB") issued
SFAS No. 144 entitled "Accounting for the Impairment or Disposal of Long-Lived
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Assets". This statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets. SFAS No. 144 will be effective for
financial statements of fiscal years beginning after December 15, 2001. Globix
expects the adoption of SFAS No. 144 will not have a material impact on the
Globix consolidated financial position results of operations or cash flows.

In June 2001, the FASB issued SFAS Nos. 141 and 142 entitled, "Business
Combinations" and "Goodwill and Other Intangible Assets", respectively. SFAS No
141, among other things, eliminates the pooling of interests method of
accounting for business acquisitions entered into after June 30, 2001. SFAS No.
142 requires companies to use a fair-value approach to determine whether there
is an impairment of existing and future goodwill. SFAS No. 142 is effective
beginning October 1, 2002. Globix expects the adoption of SFAS Nos. 141 and 142
will not have a material impact on Globix's consolidated financial position,
results of operations or cash flows.
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13. Contingencies

From time to time, the Company is a party to litigation arising in the
normal course of its business operations. In the opinion of management and
counsel, it 1is not anticipated that the settlement or resolution of any such
matters will have a material adverse impact on the Company's financial
condition, results of operations or cash flows.

In January 2002, Globix and Marc Bell (Non-Executive Chairman), Peter
Herzig (Chief Executive Officer) and Brian Reach (former Chief Financial
Officer) were named as defendants in purported class action lawsuits filed in
the United States District Court for the Southern District of New York. The
complaints have been consolidated into a single proceeding under the caption
George Schirripa, et al., v. Globix Corporation, et al., No. 02 CV 0082. Since
January 4, 2002, several additional substantially identical lawsuits, including
a purported class action filed on behalf of purchasers of the Company's 12.5%
Senior Notes, captioned Lance Brofman, et al. v. Globix Corp., et al., No. 02 CV
01063, have been filed in the same court, each naming the same group of
defendants.

Additionally, on January 30, 2002, a derivative action was filed in the
United States District Court for the Southern District of New York. The action
is captioned Susan Bonney, Plaintiff vs. Marc Bell, Anthony St. John, Robert
Bell, Martin Fox, Jack Furst, Michael Levitt, Sid Patterson, Harshad Shah,
Richard Videbeck, Peter Herzig and Brian Reach, Defendants vs. Globix
Corporation, Nominal Defendant. This action is substantially identical to the
above-mentioned lawsuit.

Except for the Brofman complaint, which was brought on behalf of
purchasers of the Company's 12.5% Senior Notes between November 16, 2000 and
December 27, 2001, these complaints are all brought on behalf of purchasers of
the Company's common stock between November 16, 2000 and December 27, 2001 and
allege essentially identical violations of the Securities Exchange Act of 1934,
as amended. The complaints have been brought as purported bondholder or
stockholder class actions under Sections 10 (b) and 20 (a) and Rule 10b-5 of the
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Securities Exchange Act. In general, the complaints allege that Globix and the
individual defendants misrepresented Globix's financial condition and business
prospects to inflate the value of the Company's 12.5% Senior Notes or common
stock, as the case may be. The complaints seek unspecified monetary damages for
the alleged inflated price of the Company's 12.5% Senior Notes or common stock,
as the case may be, purchased by all class members, attorneys' fees and costs of
litigation. On April 17, 2002 the complaints were consolidated into a single
proceeding. The Company has not yet responded to any of these lawsuits, and no
discovery has been conducted. The Company believes that the allegations in each
of these actions are without merit and intends to defend against these actions
vigorously. However, there can be no assurance that this litigation will not
have a material adverse effect on the Company, its financial position, results
of operations or cash flows.

14. Subsequent Events

On April 25, 2002, the Company emerged from Chapter 11 bankruptcy
protection after the United States Bankruptcy Court confirmed the plan of
reorganization, and all conditions necessary for the plan to become effective
were satisfied or waived.

In April and May of 2002, the Company expects to settle certain long-term
lease obligations with various vendors, which had a carrying value of
approximately $6.8 million at March 31, 2002. These settlements will result in a
gain on early extinguishment of debt of approximately $4.1 million. Such gain
will be recorded in the Statement of Operations in the quarter ending June 30,
2002.

Effective with the emergence from bankruptcy on April 25, 2002, the
Company negotiated a new 15 year lease for its second London Internet data
center and significantly reduced the leased square footage and associated
operating costs. This transaction resulted in the payment of certain escrow
amounts and inducement payments, which were recorded as part of the
restructuring charge recorded in the three-months ended March 31, 2002. These
payments include $15.1 million of previously escrowed funds recorded as
restricted cash in the accompanying March 31, 2002 Balance Sheet.
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PART I

Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations

Forward Looking Information

This Report on Form 10-Q contains certain forward-looking statements
concerning, among other things, the Company's plans and objectives for future
operations, planned products and services, potential expansion into new markets,
and anticipated customer demand for our existing and future products and
services. The Private Securities Litigation Reform Act of 1995 provides a "safe
harbor" for forward-looking statements to encourage the inclusion of prospective
information so long as those statements are accompanied by meaningful cautionary
statements identifying factors that could cause actual results to differ
materially. Among the factors that could cause actual results, performance or
achievement to differ materially from those described or implied in the
forward-looking statements are:

o ability to maintain and increase revenue by retaining existing customers
and attracting new customers,
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o ability to match the operating cost structure with revenue to achieve
positive cash flow, including possible cost reductions, if necessary,

o ability to conduct business with critical vendors on acceptable terms,

o the sufficiency of existing cash and cash flow to complete our business
plan and fund our working capital requirements,

o the insolvency of customers, vendors, and other parties critical to our
business,

o Globix's large existing debt obligations and history of operating
losses,

o the ability of Globix to integrate, operate and upgrade/downgrade our
network,

o Globix's ability to recruit and retain sufficient and qualified
personnel needed to staff our operations,

o the ability of Globix to raise additional capital, if necessary,

o ability to obtain and maintain relisting on the NASDAQ National Market
or another primary market,

o potential marketplace or technology changes, rendering existing products
and services obsolete, and

o changes in or the lack of anticipated changes in the regulatory
environment, including potential legislation increasing our exposure to
content distribution and intellectual property liability,

The following discussion and analysis should be read together with the
consolidated financial statements and notes to the financial statements included
in Part II Item 8 of the Company's Annual Report on Form 10-K. The following
discussion contains forward-looking statements based on Globix's current
expectations, assumptions, estimates and projections about Globix and its
industry. Globix's results could differ materially from those anticipated in
these forward-looking statements as a result of various factors, including the
risks and uncertainties appearing in our other periodic reports and documents
filed with the Securities and Exchange Commission. The results shown herein are
not necessarily indicative of the results to be expected in any future periods.

Overview

We are a leading full-service provider of sophisticated Internet
solutions to businesses. Our solutions include secure and fault-tolerant
Internet data centers with premium network services providing connectivity to
the Internet and complex Internet-based application services, which include
dedicated hosting, streaming media and content delivery and messaging services.
These elements of our total Internet solution combine to provide our customers
with the ability to create operate and scale their increasingly complex Internet
operations in a cost-efficient manner.

Globix, founded in 1989, undertook a major expansion plan in 1998 in
order to more aggressively pursue opportunities resulting from the tremendous
growth of the Internet. In April 1998, Globix completed a $160.0 million
offering of 13% senior notes. In June and July 1999, Globix completed
construction of its initial Internet data center facilities in New York City,
London and Santa Clara, California and began operations at each facility.
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In March 1999, Globix completed a public offering of 16,000,000 shares of
its common stock, resulting in net proceeds to Globix of approximately $136.6
million.
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In December 1999, Globix completed the private placement of 80,000 shares
of Preferred Stock to affiliates of Hicks, Muse, Tate & Furst Incorporated,
resulting in net proceeds of $75.3 million.

In February 2000, Globix completed a $600.0 million debt financing to
fund (a) the continued expansion of its facilities and network and (b) the
tender offer to purchase all of the outstanding 13% Senior Notes, $160.0 million
principal amount. The purchase price of the tender, completed on February 8,
2000, was 106.5% of principal amount plus all accrued and unpaid interest.

On March 1, 2002, the Company and two of its wholly owned domestic
subsidiaries filed voluntary petitions under Chapter 11 of the U.S. Bankruptcy
Code, together with a prepackaged plan of reorganization ("the Plan"), with the
United States Bankruptcy Court for the District of Delaware. The Company
continued to operate in Chapter 11 in the ordinary course of business. The
Company received from the Bankruptcy Court authority to pay its employees,
trade, and certain other creditors in full and on time, regardless of whether
such claims arise prior to or after the Chapter 11 filing.

On April 8, 2002, the United States Bankruptcy Court confirmed the joint
pre-packaged Plan of Reorganization filed by the Company and certain
subsidiaries and the Company emerged from Chapter 11 bankruptcy protection and
all conditions necessary for the Plan to become effective were satisfied or
waived effective April 25, 2002.

For fiscal periods ended on or before March 31, 2001 Globix reported its
results of operations in two operating segments: the "Internet Division" and the
"Server Sales and Integration Division." The Internet Division provides, complex
managed hosting, dedicated Internet access and application services, (such as,
streaming media, network security and server administration and network
monitoring). The Server Sales and Integration Division provides Internet-related
hardware and software, systems and network integration. Revenue from the
Internet Division has grown significantly as a percentage of total revenue,
increasing from 6% in 1996 to 94% in the three-month period ended March 31,
2001. Effective April 1, 2001 and for the fiscal year ended September 30, 2001,
Globix reports its results of operations in one operating segment under the
provisions of SFAS No. 131.

The largest component of Globix's total revenue is complex hosting
services and connectivity including both minimum committed amounts and overages.
In addition to fees based on bandwidth usage, Globix charges certain customers
monthly fees for the use of its physical facilities. Globix refers to this
service as complex hosting. Globix's complex hosting contracts typically range
from one to three years. The second largest component of Globix's total revenue
is dedicated Internet access services to business customers. Globix's dedicated
access customers typically sign one or two-year contracts that provide for
fixed, monthly-recurring service fees and a one-time installation fee.
Application services are charged on a monthly, fixed price or time and materials
basis.

Cost of revenue consists primarily of telecommunications costs for
Internet access and managed hosting customers. Telecommunications costs include
the cost of providing local loop costs for connecting dedicated access customers
to the Globix network, leased line and associated costs related to connecting
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with our peering partners, and costs associated with leased lines connecting our
facilities to our backbone and aggregation points of presence.

Selling, general and administrative expenses consist primarily of
salaries and occupancy costs for executive, financial, operational and
administrative personnel and related operating expenses associated with network
operations, customer service and field services as well as marketing expenses,
professional fees and bad debt expense.

Globix depreciates its capital assets on a straight-line basis over the
useful life of the assets, ranging from 3 to 40 years. Globix amortizes its
identifiable intangible assets (primarily customer lists) on a straight-line
basis over periods ranging up to 36 months. In addition, Globix amortizes debt
issuance costs associated with its debt financings over the term of those
obligations using the effective interest method.

Globix historically has experienced negative cash flow from operations
and has incurred net losses. Globix's ability to generate positive cash flow
from operations and achieve profitability is dependent upon Globix's ability to
continue to grow its revenue base and achieve further operating efficiencies.
For the six months ended March 31, 2002 and 2001, Globix generated negative cash
flows from operations of approximately $ 35.0 million and $69.5 million,
respectively, and incurred net losses of approximately $127.9million and $105.3
million, respectively. As of March 31, 2002, Globix had an accumulated deficit
of approximately $527.0 million.
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Three-Months Ended March 31, 2002 As Compared To The Three-Months Ended March
31, 2001

Revenue. Revenue for the three-month period ended March 31, 2002
decreased 20.1% to $21.4 million from $26.8 million for the three-month period
ended March 31, 2001. This decrease was primarily attributable to the decrease
in lower margin hardware sales and increased customer churn and the reluctance
of new customers to contract with Globix during the bankruptcy proceeding.

Cost of Revenue. Cost of revenue for the three-month period ended March
31, 2002 was $9.7 million or 45.5% of total revenue as compared to $10.5 million
or 39.1% of total revenue for the three-month period ended March 31, 2001. This
decrease was primarily attributable to the revenue decline and revenue mix.

Selling, General and Administrative. Selling, general and administrative
expenses for the three-month period ended March 31, 2002 were $21.4 million or
100.1% of revenue as compared to $28.3 million or 105.7% of revenue for the
three-month period ended March 31, 2001. Approximately $6.5 million of the
decrease was attributable to a decrease in salaries and benefits necessitated by
the decrease in demand of Internet products and services. The number of
employees decreased from approximately 860 as of March 31, 2001 to approximately
380 as of March 31, 2002. In addition, approximately $0.8 million of the
decrease was related to the decrease in marketing spending and $1.0 million to
the decrease in professional fees. The decrease was offset by an increase of
approximately $1.3 million of rent expense, which was attributable to the
opening of a new Internet data center during June 2001.

Restructuring Expenses. This charge of approximately $48.4 million
recorded in the three-month period ended March 31, 2002 is attributable to lease
termination and other equipment related expenses associated with the execution
of the Company's Plan of Reorganization, whereby it took an estimated charge
associated with the reduction of certain lease obligations and write-off of
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leasehold improvements and equipment related to certain Internet data center
lease obligations, closing certain network access points and network aggregation
points.

Impairment of Intangible Assets. The charge of approximately $3.2 million
recorded in the three-months ended March 31, 2002 is attributable to the write
down of intangible assets considered to be impaired as a result of the
deterioration of business conditions in certain markets.

Depreciation and Amortization. Depreciation and amortization increased to
$12.2 million for the three-month period ended March 31, 2002 as compared to
$8.0 million for the three-month period ended March 31, 2002. The increase was
primarily related to the increase in construction costs and equipment purchases
related to the construction and renovation of Internet data centers network
infrastructure enhancements, which are now largely placed in service.

Interest and Financing Expense and Interest Income. Interest and
financing expense decreased to $14.0 million for the three-month period ended
March 31, 2002 as compared to $16.1 million for the three-month period ended
March 31, 2001. $6.3 million of the decrease was attributed to the
discontinuance of the Senior Note interest accrual for the period March 1 to
March 31 due to our bankruptcy filing on March 1, 2002. This decrease was offset
by the interest capitalized for the three-month period ending March 31, 2001 for
the continuing construction of the data centers. The decrease in interest income
to $0.9 million for the three-month period ended March 31, 2002 reflects the
reduced cash and the impact of the declining interest rates as compared to the
same period in the prior year.

Minority Interest in Subsidiary. Minority interest credit results from
the consolidation of a minority owned subsidiary consolidated with our results
due to effective control of this entity by Globix.

Net Loss and Net Loss Attributable To Common Stockholders. As a result of
the above, Globix reported a net loss of $86.3 million and a net loss
attributable to common stockholders of $87.6 million for the three-month period
ended March 31, 2002 or $2.18 per share as compared to a net loss of $32.0
million and a net loss attributable to common stockholders of $33.7 million or
$0.87 per share for the three-month period ended March 31, 2001.

Six-Months Ended March 31, 2002 As Compared To The Six-Months Ended March 31,
2001

Revenue. Total revenue for the six-month period ended March 31, 2002
decreased 15.6% to $44.8 million from $53.0 for the six-month period ended March
31, 2001. This decrease was primarily attributable to the decrease in lower
margin hardware sales and to the increase in customer churn and the reluctance
of new customers to contract with Globix during the bankruptcy proceeding.
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Cost of Revenue. Cost of revenue for the six-month period ended March 31,
2002 was $19.4 million or 43.3% of total revenue as compared to $20.9 million or
39.5% of total revenue for the six-month period ended March 31, 2001. The
decrease in cost of revenue was primarily attributable to a decrease in revenue.

Selling, General and Administrative. Selling, general and administrative
expenses for the six-month period ended March 31, 2002 were $46.2 million or
103.1% of total revenue as compared to $59.1 million or 111.5% of total revenue
for the six-month period ended March 31, 2001. Approximately $9.6 million or
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74.4% of the decrease was attributable to a decrease in salaries and benefits
due to the decrease in the number of employees from approximately 860 as of
March 31, 2001 to approximately 380 as of March 31, 2002. Approximately $4.7
million of the decrease is due to a decrease in marketing and professional
expenses. Bad debt expense also decreased by $1.0 million. Also related to the
decrease in employees, travel and entertainment expense decreased by $1.0
million. These decreases were offset by an increase of $3.3 million of rent
expense and $0.9 million of technology license expense.

Restructuring Expenses. This charge of approximately $48.4 million
recorded in the six-month period ended March 31, 2002 is attributable to lease
termination and other equipment related expenses associated with the execution
of the Company's Plan of Reorganization, whereby it took an estimated charge
associated with the reduction of certain lease obligations and write-off of
leasehold improvements and equipment related to certain Internet data center
lease obligations, closing certain network access points and network aggregation
points.

The charge of approximately $38.1 million recorded in the six-month
period ended March 31, 2001 is attributable to the restructuring associated with
the execution of our revised business plan, whereby we plan to construct fewer
Internet data centers and have taken an estimated charge associated with the
termination of certain leases and reduction of certain commitments for surplus
power and environmental equipment related to the Internet data center expansion.
This charge includes estimated lease termination costs in addition to a
write-off of construction in progress associated with equipment, capitalized
interest, consulting and legal fees, construction and pre-construction related
costs previously capitalized.

Depreciation and Amortization Depreciation and amortization increased to
$24.2 million for the six-month period ended March 31, 2002 as compared to $15.5
million for the six-month period ended March 31, 2001. The increase was
primarily related to the increase in construction costs and equipment purchases
related to the network infrastructure enhancements of the Internet data centers
in New York, London and Santa Clara.

Interest and Financing Expense and Interest Income Interest and financing
expense increased to $34.1 million for the six-month period ended March 31, 2002
as compared to $32.6 million for the six-month period ended March 31, 2001. The
increase is due to capitalized interest on the build-out of the U.S. and U.K.
internet data centers through March 31, 2001. The decrease in interest income to
$1.8 million for the six-month period ended March 31, 2002 reflects the reduced
cash position derived from the net proceeds of the February 2000 debt financing
and the December 1999 issuance of the Series A Convertible Preferred Stock and
the impact of declining interest rates compared to the same six-month period in
the prior year.

Net Loss and Net Loss Attributable to Common Stockholders As a result of
the above, Globix reported a net loss of 127.9 million and net loss attributable
to common stockholders of $131.1 million for the six-month period ended March
31, 2002 or $3.33 per share as compared to a net loss of $105.3 million and a
net loss attributable to common stockholders of $108.7 million or $2.86 per
share for the six-month period ended March 31, 2001.

Liquidity and Capital Resources

On March 1, 2002, the Company and two of its wholly owned domestic
subsidiaries filed voluntary Chapter 11 petitions of the U.S. Bankruptcy Code,
together with a prepackaged plan of reorganization ("the Plan") with the United
States Bankruptcy Court for the District of Delaware. The Company continued to
operate in Chapter 11 in the ordinary course of business. The Company received
authority from the Bankruptcy Court to pay its employees, trade, and certain
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other creditors in full and on time, regardless of whether such claims arise
prior to or after the Chapter 11 filing. The financial reporting of the Company
following the filing of the Chapter 11 petitions is governed by the American
Institute of Certified Public Accountants Statement of Position No. 90-7
"Financial Reporting by Entities in Reorganization Under the Bankruptcy Code"
("SOP 90-7"). SOP 90-7 provides guidance for companies that have filed petitions
with the Bankruptcy Court and expect to reorganize under Chapter 11 of the
Bankruptcy Code. The Company implemented the guidance of SOP 90-7 upon the
initial filing on March 1, 2002.

On April 8, 2002, the United States Bankruptcy Court confirmed the joint
pre-packaged Plan of Reorganization filed by the Company and certain
subsidiaries and the Company emerged from Chapter 11 bankruptcy protection and
all conditions necessary for the Plan to become effective were satisfied or
waived effective April 25, 2002.
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Under the Plan and as of the effective date all existing securities of
the Company are deemed cancelled and: (a) each holder of Senior Notes is
entitled to receive, in exchange for such Senior Notes, its pro rata share of
(i) $120 million principal amount of new 11% Senior Secured Notes due 2008, and
(ii) shares of new Common Stock representing approximately 85% of the initial
shares of new Common Stock, subject to dilution by the exercise of management
incentive options representing up to 10% of the Company's issued and outstanding
new Common Stock on a fully-diluted basis; (b) each holder of Preferred Stock,
in exchange for such Preferred Stock (which, as stated above, is deemed
cancelled as of the effective date), is entitled to receive, in exchange for
such Preferred Stock, its pro rata share of shares of new Common Stock
representing approximately 14% of the initial shares of new Common Stock,
subject to dilution by the exercise of management incentive options; and (c)
each holder of an old Common Stock equity interest (which, as stated above, is
deemed cancelled as of the effective date) is entitled to receive, in exchange
for such old Common Stock equity interest, its pro rata share of shares of new
Common Stock representing approximately 1% of the initial shares of new Common
Stock, subject to dilution by the exercise of management incentive options.

The reorganization reduced significantly the principal amount of the
Company's outstanding indebtedness by reducing outstanding indebtedness by
approximately $480 million and converting a substantial portion of the Company's
indebtedness into new Common Stock. Moreover, the new debt issued under the Plan
permits Globix to satisfy interest payments in kind for at least two years and,
at the discretion of the Company's board of directors, up to four years, thereby
significantly reducing liquidity concerns arising from pre-Chapter 11 bankruptcy
debt service obligations. The Company believes that the restructuring
substantially reduces uncertainty with respect to its future and better
positions it to attract and maintain new customers. There can be no assurance
that the Company will be successful in executing its new business plan and there
is substantial doubt about the Company's ability to continue as a going concern.
The consolidated financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

Cash flows used in operating activities were $35.0 and $69.5 million for
the six-months ended March 31, 2002 and 2001, respectively. Cash flows from
operating activities can vary significantly from period to period depending upon
the timing of operating cash receipts and payments, especially accounts
receivable, prepaid expenses and other assets and accounts payable and accrued
liabilities. In both periods, our net loss was the primary component of cash
used in operating activities, offset by non-cash interest charges as well as
depreciation and amortization expenses, provisions for uncollectible accounts
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receivable and non-cash restructuring charges and, in 2001, a cumulative effects
of a change in accounting principle and an impairment on investments.

Cash flows used in investing activities were $12.9 and $75.3 million for
the six-months ended March 31, 2002 and 2001, respectively. Investments in
capital expenditures related to our network and facilities were $ 18.7 million
and $104.8 million for the six-months ended March 31, 2002 and 2001,
respectively. $20.1 and $91.3 million for the six-months ended March 31, 2001
and 2000, respectively was expended in cash and the balance was financed under
financing arrangements or remained in accounts payable, accrued liabilities and
other long term liabilities at each period-end.

Cash flows used in (provided by) financing activities were $4.2 and $
(0.4) million for the six-months ended March 31, 2002 and 2001, respectively. In
2002 and 2001, Globix repaid certain mortgage and capital lease obligations. In
2002, offset by a capital contribution from a minority interest subsidiary and
in 2001 offset by proceeds from the exercise of stock options and warrants.

As of March 31, 2002, we had $86.2 million of cash, cash equivalents,
restricted cash, restricted investments and marketable securities, including
$59.4 million of cash without restrictions as to use.

Globix has also issued collateralized letters of credit aggregating
approximately $ 2.6 million. The related collateral funds are included in
restricted cash and investments on the consolidated balance sheet at March 31,
2002.

In addition, certain computer and network equipment has been financed
through vendors and financial institutions under capital and operating lease
arrangements. Capital lease obligations total approximately $12.2 million at
March 31, 2002. In April and May 2002, the Company expects to make cash payments
of approximately $2.8 million, in settlement of approximately $6.8 million of
the above capital lease obligations. This will result in a gain from the early
extinguishment of debt of approximately $4.0 million. As of March 31, 2002,
Globix has various agreements to lease facilities and equipment and is obligated
to make future minimum lease payments of approximately $72.2 million on
operating leases expiring in various years through 2017. At March 31, 2002 there
were no unused equipment financing arrangements with vendors or financial
institutions.

Net cash used in operating activities decreased to $35.0 million from
$69.5 million for the periods ended March 31, 2002 and 2001, respectively.
Operating losses are expected to continue to decrease during the course of the
fiscal 2002 versus the prior year due principally to reductions in headcount and
other cost savings initiatives. Capital expenditures for the year ending
September 30, 2002 are also expected to be significantly less than the prior
fiscal years and quarters.

19

Critical Accounting Policies and Estimates

Our discussion and analysis of financial condition and results of
operations are based upon our condensed consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted
in the United States for interim financial information, the instructions to Form
10-Q and Article 10 of Regulation S-X. The preparation of our financial
statements requires us to make estimates that affect the reported amounts of
assets, liabilities, revenue and expenses, and related disclosures of contingent
assets and liabilities. We base our accounting estimates on historical
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experience and other factors that are believed to be reasonable under the
circumstances. However, actual results may vary from these estimates under
different assumptions or conditions. The following is a summary of our critical
accounting policies and estimates:

Revenue Recognition

The Company recognizes revenue in accordance with SAB No. 101 "Revenue
Recognition in Financial Statements" ("SAB No. 101"), as amended. SAB No. 101
expresses the view of the SEC Staff in applying generally accepted accounting
principles to certain revenue recognition issues. Under the provisions of SAB
No. 101 set up and installation revenue are deferred and recognized over the
estimated term of the underlying service contracts and/or the customer
relationship, which range from twelve to thirty six months.

Revenue consists primarily of managed hosting and dedicated Internet
access fees, sales of systems administration and application services (such as
streaming media, network security and administration and network monitoring).

Monthly service revenue related to managed hosting and Internet access is
recognized over the period services are provided. Revenue derived from
application services is recognized as the project progresses. Projects are
generally completed within less than one year. Payments received in advance of
providing services are deferred until the period such services are provided.

Cost of Revenue

Cost of revenue consists primarily of telecommunications costs for
Internet access and managed hosting customers. Telecommunications costs include
the cost of providing local loop costs for connecting dedicated access customers
to the Globix network, leased line and associated costs related to connecting
with our peering partners, and costs associated with leased lines connecting our
facilities to our backbone and aggregation points of presence.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to
concentrations of credit risk consist primarily of cash and cash equivalents,
short-term investments, restricted cash and investments, marketable securities
and accounts receivable. The Company maintains cash and cash equivalents,
short-term investments, and restricted cash and investments with various major
financial institutions, which invest primarily in U.S. Government instruments,
high quality corporate obligations, certificates of deposit and commercial
paper.

The Company believes that concentrations of credit risk with respect to
trade accounts receivable are limited due to the large number and geographic
dispersion of customers comprising the Company's customer base. The Company
performs ongoing credit evaluations of its customers and maintains reserves for
potential losses. Management makes estimates of the uncollectibility of our
trade accounts receivable on a monthly basis.

Property, Plant and Equipment
Property, plant and equipment are stated at cost, subject to adjustment
for impairment, less accumulated depreciation or amortization computed on the

straight-line method. Buildings and building improvements are depreciated over
their estimated useful life of up to forty years. Computer hardware and
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software, network equipment and furniture and equipment are depreciated over
their estimated useful lives, ranging from three to seven years. Leasehold
improvements are amortized over the term of the lease or life of the asset,
whichever is shorter.

Long-Lived Assets

The Company reviews the carrying amount of long-lived assets for
impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. Measurement of any impairment would
include a comparison of estimated future operating cash flows anticipated
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to be generated during the remaining life of the asset to the net carrying value
of the asset.

Income Taxes

Deferred income taxes are provided for differences between financial
statement and income tax bases of assets and liabilities using enacted tax rates
in effect in the years in which the differences are expected to reverse. The
Company provides a valuation allowance on net deferred tax assets when it is
more likely than not that such assets will not be realized.

Recent Technical Accounting Pronouncements

In August 2001, the Financial Accounting Standards Board ("FASB") issued
SFAS No. 144 entitled "Accounting for the Impairment or Disposal of Long-Lived
Assets". This statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets. SFAS No. 144 will be effective for
financial statements of fiscal years beginning after December 15, 2001. Globix
expects the adoption of SFAS No. 144 will not have a material impact on the
Globix consolidated financial position results of operations or cash flows.

In June 2001, the FASB issued SFAS Nos. 141 and 142 entitled, "Business
Combinations" and "Goodwill and Other Intangible Assets", respectively. SFAS No
141, among other things, eliminates the pooling of interests method of
accounting for business acquisitions entered into after June 30, 2001. SFAS No.
142 requires companies to use a fair-value approach to determine whether there
is an impairment of existing and future goodwill. SFAS No. 142 is effective
beginning October 1, 2002. Globix expects the adoption of SFAS Nos. 141 and 142
will not have a material impact on Globix's consolidated financial position,
results of operations or cash flows.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

At March 31, 2002, we had financial instruments consisting of fixed rate
debt, mortgage payable marketable securities, short-term investments and other
investments. The substantial majority of our debt obligations consist of the
Senior Notes, which bear interest at 12.5% and mature May 1, 2010. On April 25,
2002, the Company emerged from Chapter 11 bankruptcy protection after the United
States Bankruptcy Court confirmed the plan of reorganization. The Plan provides
that all existing securities of the Company will be cancelled and each holder of
Senior Notes will receive, in exchange for such Senior Notes (which, as stated
above, will be cancelled upon consummation of the restructuring), its pro rata
share of (i) $120 million principal amount of new 11% Senior Secured Notes due
2008, and (ii) shares of new Common Stock representing approximately 85% of the
initial shares of new Common Stock, subject to dilution by the exercise of
management incentive options representing up to 10% of the Company's issued and
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outstanding new Common Stock on a fully-diluted basis. The mortgage interest is
pavable at 9.16% (subject to adjustment on February 11, 2010) based on a 25 year
amortization schedule. Principal and interest payments of $178.5 are payable
monthly and any balance of the principal and all accrued and unpaid interest is
due and payable in February 2025.

In April and May of 2002, the Company expects to settle certain long-term
capital lease obligations, which had a carrying value of approximately $6.8
million at March 31, 2002. After such settlements, annual maturities for our
capital lease obligations (including interest) in each of the next twelve-months
are as follows: $2.9 million in 2003, $2.4 million in 2004, $0.5 million in
2005, $0.3 million in 2006 and thereafter.

Marketable securities include Globix's strategic investment in Edgar
On-Line and Globecomm Systems Inc., publicly traded entities, which are recorded
at fair market wvalue. Globix does not hedge its exposure to fluctuations in the
value of its equity securities.

Our other investments are generally fixed rate investment grade and
government securities denominated in U.S. dollars. At March 31, 2002, all of our
investments are due to mature within twelve months and the carrying value of
such investments approximates fair value. At March 31, 2002, $26.8 million of
our cash and investments were restricted in accordance with the terms of certain
collateral obligations. In April 2002, $17.8 million of such restricted cash has
been paid to settle such collateral obligations.

We actively monitor the capital and investing markets in analyzing our
investing decisions.

Globix is also subject to market risk associated with foreign currency
exchange rates. Globix's business plan includes the expansion of the U.K.
operation. To date, Globix has not utilized financial instruments to minimize
its exposure to foreign currency fluctuations. Globix will continue to analyze
risk management strategies to minimize foreign currency exchange risk in the
future. Globix believes it has limited exposure to financial market risks,
including changes in interest rates. The fair value of our investment portfolio
or related income would not be significantly impacted by a 100 basis point
increase or decrease in interest rates due mainly to the short-term nature of
the major portion of our investment portfolio. An increase or decrease in
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interest rates would not significantly increase or decrease interest expense on
debt obligations due to the fixed nature of the substantial majority of our debt
obligations.

PART TII
Item 1. Legal Proceedings

(a) On March 1, 2002, the Company and two of its subsidiaries, filed
petitions for bankruptcy protection under Chapter 11 of the United States
Bankruptcy Code with the United States Bankruptcy Court for the District of
Delaware (the "Bankruptcy Court").

Prior to the filing of the bankruptcy petitions, on January 14, 2002, the
Company commenced solicitation of acceptances of the joint prepackaged plan of
reorganization (the "Plan") from the holders of Senior Notes and Preferred Stock
as of December 28, 2001. The voting period for the solicitation ended on
February 13, 2002. The result of the solicitation was the acceptance of the Plan
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by the holders of Senior Notes with respect to both numerosity and amount and
Preferred Stock with respect to amount, in each case as required for class
acceptance of the Plan under the Bankruptcy Code, as follows:

FOR AGAINST
AMOUNT/ % OF VOTED AMOUNT/
NUMBER NUMBER
Principal Amount of Senior Notes S 483,487 97.5 % $ 12,530
Number of Senior Notes 151 96.8 % 5
Principal Amount of Preferred Stock S 86,172 100 % S 0

The Company did not solicit votes from holders of old Common Stock equity
interests. In the Chapter 11 proceeding, the Bankruptcy Court waived any
solicitation requirement with respect to such holders, and deemed such holders
to have rejected the Plan.

On April 8, 2002, the Bankruptcy Court entered an order confirming the
Plan.

On April 25, 2002, all conditions necessary for the Plan to become
effective were satisfied or waived and the Company emerged from Chapter 11
bankruptcy protection.

As a result of the effectiveness of the Plan, all of the Company's
securities existing prior to the effectiveness have been cancelled and (a) each
holder of Senior Notes will receive, in exchange for such Senior Notes, its pro
rata share of (i) $120 million principal amount of new 11% Senior Secured Notes
due 2008 and (ii) shares of new Common Stock representing approximately 85% of
the initial shares of new Common Stock, subject to dilution by the exercise of
management incentive options, (b) each holder of Preferred Stock, in exchange
for such Preferred Stock, will receive, in exchange for such Preferred Stock,
its pro rata share of shares of new Common Stock representing approximately 14%
of the initial shares of new Common Stock, subject to dilution by the exercise
of management incentive options; and (c) each holder of an old Common Stock
equity interest will receive, in exchange for such old Common Stock equity
interest, its pro rata share of shares of new Common Stock representing
approximately 1% of the initial shares of new Common Stock, subject to dilution
by the exercise of management incentive options. New Common Stock shall be
issued in whole shares only, with any factional share amounts to be rounded up
or down as provided in the Plan.

Although the Plan has become effective, distributions of Senior Secured
Notes and new Common Stock to holders of existing common stock and notes under
the Plan have not yet been made. Such distributions will be made as soon as
practicable after adequate distribution reserves are established to accommodate
valid securities claims, if any. The Company believes that the securities claims
are without merit and intends to object to the allowance of such claims. Under
the Plan, any recovery for such security holder claims must be satisfied from
the new Senior Secured Notes and shares of new Common Stock available for
distribution to existing Senior Note holders and common stockholders. The
Company expects to petition the Bankruptcy Court to establish a minimum reserve
of the Senior Secured Notes and new Common Stock for such securities claims in
order to allow for the prompt distribution of the remaining Senior Notes and new
Common Stock to holders of existing common stock and notes under the Plan.

(b) As previously reported in the Company's Quarterly Report on Form 10-Q
filed on Februaryl4, 2002, on January 4, 2002, the Company and certain officers
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of the Company were named as defendants in a purported class action lawsuit
filed in the United States District Court for the Southern District of New York.
These complaints have been consolidated into a single proceeding under the
caption George Schirripa, et al., v. Globix Corporation, et al., No. 02 CV 0082.
After January 4, 2002, ten additional substantially identical lawsuits were
filed in the same court, each naming the same group of defendants.
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These lawsuits are all brought on behalf of purchasers of our securities
between November 16, 2000 and December 27, 2001 and allege essentially identical
violations of the Securities Exchange Act of 1934, as amended. On April 17,
2002, the lawsuits were consolidated into a single proceeding. We have not yet
responded to the lawsuits, and no discovery has been conducted. We believe that
the allegations in the lawsuits are without merit and we intend to defend
against the lawsuits vigorously. However, we cannot give any assurance that this
litigation will not have a material adverse effect on us, our financial
condition or our results of operations.

Item 2. Changes in Securities and Use of Proceeds

See Item 1. Legal Proceedings.

Item 3. Defaults Upon Senior Securities

See Item 1. Legal Proceedings.

Item 4. Submission of Matters to a Vote of Security Holders

See Item 1. Legal Proceedings.

Item 5. Other Information

Not applicable.

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits

Exhibit No. Description

2.1 Amended Joint Prepackaged Plan of the Company and certain subsidiaries
3.1 Amended and Restated Certificate of Incorporation of the Company.

3.2 Amended and Restated By-laws of the Company.

4.1 Indenture, dated as of April 23, 2002, between the Company, as issuer,

Subsidiary Guarantors of the Company, and HSBC Bank USA, as trustee, relating to
the Company's 11% Senior Secured Notes due 2008.

4.2 Form of Pledge and General Security Agreement between each Subsidiary
Guarantor of the Company and HSBC Bank USA, as collateral agent/trustee, dated

32



Edgar Filing: GLOBIX CORP - Form 10-Q

as of April 23, 2002.

4.3 Mortgage, Security Agreement and Fixture Filing, between 415 Greenwich
LLC, as mortgagor and HSBC Bank USA, as collateral agent/trustee dated as of
April 23, 2002.

(1) Previously filed and incorporated by reference to the Company's
Form 8-K filed with the Securities and Exchange Commission on April 23, 2002.
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(b) Reports on Form 8-K
Dated Filed: January 14, 2002 Date of Event: January 14, 2002

Subject: Press release announcing that the Company had entered into lock-up
agreements regarding the restructuring of the Company's equity and debt (the
"Chapter 11 Prepackaged Reorganization Plan") with certain holders owning more
than 51% of the Company's outstanding $600,000,000 issuance of 12-1/2% senior
notes due 2010 (the "Senior Notes"), and holders of its Series A 7-1/2%
Convertible Preferred Stock. The Company also announced that it commenced
soliciting acceptances of its proposed Chapter 11 Prepackaged Reorganization
Plan from the other holders of the Senor Notes.

Date Filed: February 1, 2002 Date of Event: February 1, 2002
Subject: The Company announced that it did not make its scheduled interest
payment on its 12-1/2% senior notes due 2010 and that it did not intend to make
the interest payment within the 30-day grace period thereafter.

Date Filed: March 4, 2002 Date of Event: March 1, 2002
Subject: Press release announcing that the Company and two of its subsidiaries

filed Chapter 11 petitions in the United States Bankruptcy Court for the
District of Delaware.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
GLOBIX CORPORATION
By: /S/ JOHN D. MCCARTHY

John D. McCarthy, Acting Chief
Financial Officer

Date: May 14, 2002
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By: /S/ SHAWN P. BROSNAN

Shawn P. Brosnan, Senior Vice
President, Corporate
Controller and Chief

Accounting Officer

Date: May 14, 2002
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