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Exhibit F
Contractual Management Rights Letter

X0 Communications, Inc.
11111 Sunset Hills Road
Reston, VA 20190

{Insert date]

[Insert name and address of Investor]

To [Insert name of Investor):

This letter will confirm our agreement that, effective immediately and continuing for so long as
you ("you," or "Investor”) hold any equity securities of XO Communications, Inc. (the
"Company”), you will be entitled to each of the following contractual management rights relating
to the Company (collectively, the "Management Rights"):

(1)

2)

Investor shall be entitled to routinely consult with and advise management of the
Company with respect to the Company's business and financial matters, including
management’s proposed annual operating plans, and management will meet regularly
during each year with representatives of Investor (the "Representatives”) at the
Company's facilities at mutually agreeable times for such consultation and advice,
including to review progress in achieving said plans. The Company shall give Investor
reasonable advance written notice of any significant new initiatives or material changes to
existing operating plans and shall afford Investor adequate time to meet with management
to consult on such initiatives or changes prior to implementation. The Company agrees to
give due consideration to the advice given and any proposals made by Investor.

Investor may inspect all contracts, books, records, personnel, offices and other facilities
and properties of the Company and, to the extent available to the Company after the
Company uses reasonable efforts to obtain them, the records of its legal advisors and
accountants, including the accountants’ work papers, and Investor may make such copies
and inspections thereof as Investor may reasonably request. The Company shall furnish
Investor with such financial and operating data and other information with respect to the
business and properties of the Company as Investor may request. The Company shall
permit the Reprcsentétives to discuss the affairs, finances and accounts of the Company
with, and to rake proposals and furnish advice with respect thereto, the principal officers
of the Company.
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(3) The Company shall, after receiving notice from investor as to the identity of any
Representative, (i) permit a Representative to attend all meetings of the Board of

Directors of the Company (the "Board") and all committees thereof as an observer,
(ii) provide the Representative advance notice of each such meeting, including such
meeting’s time and place, at the same time and in the same manner as such notice 1s
provided to the members of the Board (or such committee thereof), (jii) provide the
Representative with copies of all materials, including notices, minutes and consents,
distributed to the members of the Board (or such committee thereof) at the same time as
such materials are distributed to such Board (or such committee thereof) and shall permit
the Representative to have the same access to information concerning the business and
operations of the Company and (iv) permit the Representative to discuss the affairs,
finances and accounts of the Company with, and to make proposals and furnish advice
with respect thereto to, the Board, without voting, and the Board and the Company's
officers shall take such proposals or advice serjously and give due consideration thereto.
Reasonable costs and expenses incurred by the Representative for the purposes of
attending Board (or committee) meetings and conducting other Company business will be

paid by the Company.

Investor agrees, and shall cause each of its Representatives to agree, t0 hold in confidence
and trust and not use or disclose any confidential information provided to or learned by it in
connection with the exercise of Investor’s Management Rights under this letter agreement, unless
otherwise required by law or unless such confidential information otherwise becomes publicly
available or available to it other than through this letter agreement.

The rights set forth in this letter agreement are intended to satisfy the requirement of
contractual management rights for purposes of qualifying Investor’s interests in the Company as
venture capital investments for purposes of the Department of Labor's "plan assets" regulations,
and in the event that, after the date hereof, as a result of any change in applicable law or
regulation or a judicial or administrative interpretation of applicable law or regulation, it is
determined that such rights are not satisfactory for such purpose, Investor and the Company shall
reasonably cooperate in good faith to agree upon mutuaily satisfactory management rights which
satisfy such regulations.

[signature page follows)
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AGREED AND ACCEPTED THIS
__dayof

[Insert name of Investor]

By:

Its:

Very truly yours,

X0 COMMUNICATIONS, INC.

By:

Its:
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Exhibit G

Investor/Management Common Stock Termsl

Investor Stock

To-be-designated (i) Class A Common Stock (to be held by
Forstmann Little), (i) Class C Common Stock (to be held by
Telmex) and (iii) Class D Common Stock (to be held by

Forstmann Little). 2

The Investor Stock shall have the rights anci preferences set
forth in the Amended and Restated Certificate of
Incorporation.

Management Stock

To-be-designated Class E Common Stock, par value $0.01 per
share. The Management Stock will be issued to certain

agreed upon members of management of the Company
(collectively “Eligible Management Members”). Itis

intended that the Management Stock shall have the rights and
preferences set forth herein and, 1o the extent mutually agreed
among the parties to the Stock Purchase Agreement, in the
Amended and Restated Certificate of Incorporation.

Number of Shares of Each
Class

e C(lass A Common (Forstmann Little): 79,999,998
shares

e Class C Common (Telmex): 80,000,000 shares

e Class D Common (Forsimann Little): 2 shares
Class E Common (Eligible Management Members):

4,000,000 shares>

Purchase Price

The Investors shall purchase shares of Investor Stock for
$5.00 per share in cash (the “Investor Stock Purchase Price™).
Management shall have the right, but not the obligation, to
purchase shares of Management Stock for cash at a price
equal to approximately one-third of the Investor Stock
Purchase Price (the “Management Stock Purchase Price™ and
together with the Investor Stock Purchase Price, the

“Aggregate Stock Purchase Price’™).

1 This Exhibit G is subject to Section 4.19(b) of the Stock Purchase Agreement. The following sets forth only
the indicative terms of the Class E Common Stock. The definitive terms of such stock, which will be set
forth in the Amended and Restated Centificate of Incorporation, may differ from the indicative terms set
forth herein. Unless otherwise defined herein or the context otherwise requires, capitalized terms used
herein and defined in the Stock Purchase Agreement, to which this Exhibit G is an Exhibit, shall be used

herein as therein defined.

2 Some shares of the Company's Class A Common Stock may remain outstanding after the Closing of the
Investment. All shares of the Company's Class B Common Stock shall be cancelled in connection with the

Restructuring.

3 This number of shares is based upon an investment of approximately $7 million by the Eligible Management
Members. The amount of such investment may vary between approximately $7 million and $8 million.
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Closing

Any purchase by Eligible Management Members of
Management Stock shall close simultaneously with the
Closing of the Investment.

Vesting of Certain Rights

Certain rights of the holders of Management Stock shall vest
over time in accordance with a schedule and subject to such
conditions as shall be mutually agreed among the parties to
the Stock Purchase Agreement prior to the Closing.

Voting Rights

All shares of Investor Stock and Management Stock shall
have one vote per share. The classes of Investor Stock shall
have the special voting and other rights and preferences set
forth in the Amended and Restated Certificate of
Incorporation. Otherwise the Investor Stock and the
Management Stock shall have the same voting rights and shall
vote together as a single class.

Dividends

The Investor Stock and the Management Stock shall receive
dividends in a ratio approximately equal to the ratio between
the Investor Stock Purchase Price and the Management Stock
Purchase Price.

Liguidation

Upon liquidation, the net assets of the Company shall be
distributed pro rata to the Company’s stockholders such that
each holder of Investor Stock and of Management Stock shall
receive:

e First, the lesser of (i) the amount of the Investor Stock
Purchase Price or Management Stock Purchase Price
paid in respect of such Investor Stock or Management
Stock or (ii) net assets of the Company in a ratio
approximately equal to the ratio between the Investor
Stock Purchase Price and the Management Stock
Purchase Price;

o Second, each holder of Investor Stock shall receive net
assets proportionate to its pro rata share of the
difference between the Investor Stock Purchase Price
and the Management Stock Purchase Price; and

e Third, each stockholder of the Company shall receive
its pro rata portion of the remaining net assets of the
Company.

Non-Transferability

The Management Stock may not be transferred, pledged or
otherwise disposed of except for (i) transfers upon death to an
heir, (ii) transfers back to the Company and (iii) such
additional permissible transfers as may be mutually agreed
among the parties to the Stock Purchase Agreement prior to
the Closing. In addition, shares of Class A Common Stock
into which Management Stock shall be converted may be
subject to transfer restrictions to be mutually agreed among
the parties to the Stock Purchase Agreement prior to the
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Closing.

The Investor Stock shall be transferable in accordance with
the terms of the Stockholders Agreement.

Conversion to Management
Stock to Class A Common
Stock

Voluntary Conversion

Each share of Management Stock shall be convertible, at any
time at the option of the holder, into shares of Class A
Common Stock at the Conversion Ratio (as hereinafter
defined).

Mandatory Conversion of all
Shares of Management Stock

All shares of Management Stock or such portion of such
shares as shall be determined by a majority of the Board of
Directors shall automatically be converted into shares of Class
A Common Stock at the Conversion Ratio upon the
occurrence of certain events. These events shall include, but
may not be limited to, the following:

1. aMajor Event (as defined in the Stockholders
Agreement)

2. the sale by either Investor of 50% or more of the
shares of Investor Stock acquired by such Investor
under the Stock Purchase Agreement

3. the sale by both Investors of 50% or more of the
aggregate number of shares of Investor Stock acquired
by the Investors pursuant to the Stock Purchase
Agreement (the sales referred to in item no. 2 above
and this item no. 3 being hereinafter referred to as 2

(32

Maijor Investor Sale™)
4. when the public trading price of the Class A Common

Stock exceeds an agreed upon price for an agreed
upon trading period

5. the vote of a majority of the Board of Directors

6. the vote of a majority of the members of the Executive
Committee of the Board of Directors

7. upon a date to be mutually agreed among the parties to
the Stock Purchase Agreement prior to the Closing.

Automatic Conversion Upon

A share of Management Stock shall automatically be

Prohibited Transfer converted into shares of Class A Common Stock at the
Conversion Ratio upon any prohibited transfer of such share.
Conversion Ratio A ratio or ratios to be mutually agreed among the parties to

the Stock Purchase Agreement prior to the Closing, provided
that in no event shall any conversion ratio be greater than
1.00:1.00 (the “Conversion Ratio”). The conversion ratio
may vary based upon the event or circumstance causing such
conversion.
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Drag-Along Rights

The Management Stock shall be subject to customary drag-
along rights in the event of a Major Event or a Major Investor
Sale

Tag-Along Rights

The Management Stock shall have customary tag-along rights
in the event of a Major Event or Major Investor Sale.

Registration Rights

Eligible Management Members shal] have customary piggy
back (but not demand) registration ri ghts with respect to
Management Stock, subject to customary indemnification,
cutback and similar provisions.

Repurchase

Management Stock may be repurchased by the Company or
the Investors from an Eligible Management Member under
certain circumstances to be specified, including, but not
limited to, employee termination, death or disability, at prices
and upon terms and subject to conditions to be mutually
agreed among the parties to the Stock Purchase Agreement
prior to the Closing. '

Documentation

The purchase by Eligible Management Members of
Management Stock shall be pursuant to subscription
agreements between the Company and each Eligible
Management Member purchasing Management Stock
containing customary terms and conditions to be mutually
agreed among the parties to the Stock Purchase Agreement
prior to the Closing.

The Company will use its reasonable best efforts to enter into
subscription agreements with such Eligible Management
Members on or prior to the filing of the Bankruptcy Case;
provided, however, that the purchase by Eligible Management
Members of Management Stock shall close simultaneously
with the Closing of the Investment.

(440226.5)
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Exhibit H
New Employee Stock Option Plan

Concurrent with the Closing of the Investment and the Restructuring, the Company shall
have authorized and implemented an Employee Stock Option Plan (the "New Option Plan")
providing for the grant of options (which may be non-qualified options or incentive stock
options, as recommended by management and approved by the Investors, which approval shall
not be unreasonably withheld) (the "New Options”) to purchase shares of Class A Common
Stock in an amount up to 5.0% of the Common Stock outstanding after giving effect to the
issuance of Common Stock in connection with the Investment and the Restructuring (including
the Management Shares but excluding any Common Stock issuable pursuant to the New
Options) (the “Qutstanding Common Stock™). Shares of Class A Common Stock subject to New
Options granted pursuant to the New Option Plan shall be in addition to the Management Shares
as contemplated by Exhibit H to the Stock Purchase Agreement.

The New Options shall have the following terms in addition to the terms contemplated by
the New Option Plan (which shall contain commercially reasonable terms to be recommended by
Company management and approved by the Investors (such approval not to be unreasonably
withheld)):

Grant Date: The first set of New Options (the "Initial Options")
shall be granted as of the later of (i) the Closing
Date and (ii) if the Company is "publicly held" (as
defined in the regulations (the "Regulations”)
promulgated under Section 162(m) of the Code)
immediately following the Closing, the date on
which stockholder approval has been obtained such
that the New Options constitute "qualified
performance-based compensation” (as defined in the
Regulations); subsequent New Options shall be
granted from time to time thereafter.

Exercise Price: The exercise price for the Initial Options shall be
$5.00 per share and the exercise price for any
subsequently-granted New Options shall be the fair
market value of the Common Stock on the date of

grant.

Grantees: Employees of the Company to be recommended by
Company management and approved by the '
Investors (such approval not to be unreasonably
withheld); grants to be made (i) by the Company’s
compensation committee or (ii) if the Company is
"publicly held" (as defined in the Regulations), by a
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Vesting:

Term of Options:

committee of two or more "outside directors” (as
defined in the Regulations).

25% of the Initia} Options shall vest on the Closing
Date and 25% of the Initial Options shali vest on
each of the first, second and third anniversaries of
the Closing Date, with the allocation of such vested
options among the employees as recommended by
the Company management and as approved by the
Investors (such approval not to be unreasonably
withheld); 25% of any subsequently-granted New
Options shall vest on the grant date and 25% on
each of the first, second and third anniversaries
thereof. '

10 years
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Appendix F

THE BANK STAND-ALONE SUPPORT LETTER
AND
THE STAND ALONE TERM SHEET



JUL.16. 2002 2:30PM TG TEXAS 713 951 0033 NO. 6345 P. 2

-ID TORONTO DOMINION (TEXAS), INC.

Suite 1700
903 Fannin
Houeton, Toxax 77010

Telephone No.

7134274531

July 16, 2002

Wayne M, Rehbergez, Sr. VP & CFO
X0 Communications, Inc.

11111 Sunset Hills Road

Re: XO Communications

Dear Wayne:

As discussed, the informal steering committes of lenders under the secured credit facility
has indicated that it is prepared to support, and recommend that the lenders under the
secured credit facility approve, the stand alone restructuring contemplated by the term
sheet attached hereto, subject to the preparation of definitive documentation and the
completion of customary internal bank approval processes.

Very truly yours,
Toronto Dominion (Texas), Inc.,
as administrative agent

: ~
By:

Lyan in, Vice President




[THIS PAGE INTENTIONALLY LEFT BLANK.]




FOR CONFIDENTIAL DISCUSSION ONLY
Nort AN OFFER

X0 COMMUNICATIONS, INC.
PROPOSED RESTRUCTURING TERM SHEET

The sub-group (the "Sub Group") of the steering committee (the "Steering Committee") of the senior
lenders of XO Communications, Inc. presents the following material terms of a financial restructuring
of XO Communications, Inc. (“XO" or the "Company"), which the Sub Group would be prepared to
recommend to the Steering Committee and the senior lenders (the “Existing Senior Lenders™). The
terms discussed herein are an integrated compromise and are not divisible. Nothing contained herein
shall constitute an offer susceptible of an acceptance of a legally binding obligation of one or more of
the Existing Senior Lenders, or any other party in interest. This term sheet is being provided to XO
in confidence, in furtherance of settlement discussions, and should not be disclosed to any party or
person other than your professionals without our consent except that copies hereof may be provided
on a confidential basis to Forstmann Little and Telmex. This term sheet is proffered in the nature of a
settlement proposal in furtherance of settlement discussions, and is intended to be entitled to
protection from any use or disclosure to any party or person pursuant to Fed. R. Evid. 408 or any
other applicable rule of evidence.

These terms are subject to the negotiation and execution of a definitive restructuring agreement based
on the terms set forth below and the Company filing a petition or petitions for relief (a "Petition")
under chapter 11 of title 11 of the United States Code and accompanied with a proposed plan of
reorganization (the "Plan"), a disclosure statement and other related documents in accordance with
the terms set forth below (collectively, with the post-Petition obligations after the conclusion of the
Plan, the "Transaction"). So long as the Stock Purchase Agreement, dated as of January 15, 2002,
among the Company, Forstmann Little partnerships and Telefonos de Mexico remains in effect, the
Company does not intend to enter into any written agreements to effectuate the Transaction. The
Plan will contemplate the Transaction only in the event that the Stock Purchase Agreement is
terminated in accordance with its terms or the Company otherwise concludes that the transaction
contemplated thereby will not be completed.

L TREATMENT OF CLAIMS AND INTERESTS UNDER THE PLAN

The Transaction will classify and provide treatment for claims against and interests in the
Company generally as described below. Claims in each such class will be satisfied in full by
the delivery of the consideration described below on the effective date of the Plan (the
"Effective Date™).

DRAFT PRIVILEGED AND CONFIDENTIAL
For Discussion Purposes Only

369672.12-New York Server $A - MSW




Exit Facility:

Senlor Secured Credit Facility:

369671.12-New York Scrver SA - MSW

The reorganized XO ("Rearganized XO" or Reorganized
Company") may arrange for a revolving credit facility
("Exit Revolver") with a maximum availability of $200
million {the "Maximum Revolver Availability") as follows:

e Exit Revolver shall be granted a 1* lien on all assets
to the extent it is available and drawn.

s Provided that the Company is in compliance with
all other covenants under the Junior Secured Loans,
the Exit Revolver may be drawn at any time
following the end of the fourth (4®) complete
quarter following the Effective Date,

¢ The Exit Revolver may not be drawn when the
Reorganized Company's cash balance is above $50
million.

o The Maximum Revolver Availability shall be
reduced by any cash proceeds to Reorganized XO
from a Rights Offering of Reorganized XO
common equity.

o Fees, pricing and documentation for the Exit
Revolver shall be in a form and on terms
satisfactory to the Existing Senior Lenders.

e The Existing Senior Lenders are not obligated to
and are not committing to participate in the Exit
Revolver.

The Existing Senior Lenders, who are holders of claims
under the Tranche A and Tranche B Term Loans and the
Revolving Line of Credit (together, the "Existing Senior
Lenders Claims") under the Credit Agreement dated as of
February 3, 2000 (the "Existing Credit Agreement") shall
receive on the Effective Date: (i) $500 million Junior
Secured Loans and (ii) new common stock ("New
Common Stock") of Recrganized XO representing 100%
of all issued and outstanding shares of New Common Stock
on the Effective Date (subject to dilution resulting from the
exercise of warrants, if any, allocated to the Senior Note
Claims, issuance of shares pursuant to the rights offerings
described below and the exercise of employee options).
The proposed terms of the Junior Secured Loans are
outlined in Exhibit A.




Senior Note and General
Unsecured Creditors Claims:

Subordinated Note Claims:

Preferred Equity Interests:

Common Equity Interests:

Warrants:

Options:
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Holders of Senior Note Claims and other general unsecured
claims ("General Unsecured Claims™) shall receive on the
Effective Date, in full satisfaction of all of their claims and
pro rata, the following for each class: (i) if they vote, as a
class, in favor of the Plan, or if 50% or more (but less than
the requisite class vote nceded to approve the Plan) of the
such class votes in favor of the Plan, Warrants for the New
Common Stock (in the amounts and on the terms as
detailed in Exhibit B) and (ii) whether or not such class
votes in favor of the Plan, the right to subscribe on a pro
rata basis to the entire Rights Offering (the "First Tier
Rights"), and, after unexercised First Tier Rights have been
offered to junior classes, oversubscription rights, as
detailed in Exhibit C. Holders of Senior Note Claims and
General Unsecured Claims shall be separately classified
under the Plan, v

Holders of Subordinated Note Claims shall receive on the
Effective Date, in full satisfaction.of their claims, rights
reflecting 1/3 of the un-exercised First Tier Rights with
oversubscription rights, as detailed in Exhibit C.

Holders of all outstanding shares of existing Preferred
Stock shall receive on the Effective Date, in full
satisfaction of their interests, rights reflecting 1/3 of the un-
exercised First Tier Rights with oversubscription rights, as
detailed in Exhibit C, based upon liquidation preference as
of the filing date.

Holders of all outstanding shares of existing of Class A and
Class B common stock shall receive on the Effective Date,
in full satisfaction of their interests, rights reflecting 1/3 of
the un-exercised First Tier Rights with oversubscription
rights, as detailed in Exhibit C, and as outlined below.

Shares % Rights
Class A 337,774,204 76.4%
Class B 104,423,158 23.6%

All of the outstanding and unexercised warrants to acquire
shares of the common stock of XO will be canceled on the
Effective Datc and the holders thereof will receive no
consideration with respect to such warrants.

All of the outstanding and unexercised options to acquire
shares of the common stock of XO will be canceled on the
Effective Date and the holders thereof will receive no
consideration with respect to such options.



IL

Management Incentive
Program:

Retention Bonus Plan:

ADDITIONAL PROVISIONS OF THE TRANSACTION

follows:
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The Transaction will include the adoption of a stock option
plan providing for the grant to the officers, employees and
directors of Reorganized XO and its subsidiaries as
determined by the board of directors of XO and consented
to by the board of directors of Reorganized XO (such
consent not to be unreasonably withheld) of options to
acquirc shares of New Common Stock representing
initially up to 7%, with an additional 3% reserved for
issuance post consummation by the board of directors of
Reorganized XO in their discretion, of all issued and
outstanding shares of New Common Stock on a fully
diluted basis. 25% of the options included in the initial
grant shall be vested on the Effective Date with the
remainder vesting over a three-year period. The strike price
of these management options issued in the initial grant will
be based upon the post-rights offering equity value of
Reorganized XO assumed in the restructuring (the
“Management Incentive Program").

Not to exceed $25 million in aggregate, of which no more
than 25% shall be payable upon consummation of XO's
Chapter 11 proceeding. The remaining amount shall be
payable as follows (assuming an Effective Date on or
before December 31, 2002): one-half of such remaining
amount shall be contingently payable upon delivery of the
Reorganized Company's quarterly financial statements for
the fiscal quarter ending March 31, 2003 and one-half of
such remaining amount shall be contingently payable upon
delivery of the Reorganized Company’s quarterly financiat
statements for the fiscal quarter ending September 30, 2003
(provided that if the Effective Date is after December 31,
2002, the foregoing dates shall be the second and fourth
full quarters, respectively, ending after the Effective Date),
with the amount actually payable on each such date to
depend on the Reorganized Company's actual Consolidated
EBITDA (to be defined as in the Existing Credit
Agreement and excluding reorganization expenses) for the
two trailing quarters just ended in comparison to the
Company’s projected Consolidated EBITDA (excluding
reorganization expenses) for such two quarters as reflected
in the Company’s financial model dated May 9, 2002, as



Board of Directors:

Indemnification:

Support Agreements:
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Actual Consolidated

Amount of Maximum Payable
EBIIDA as t Ac Payable
0
o
75%-100% { 00,;
>100% *

The other terms of the Retention Bonus Plan and the
employment arrangements for senior management shall be
in form and substance reasonably acceptable to the
Existing Senior Lenders.

The initial board of directors of Reorganized XO will
consist of 7 members designated as follows: (i) two by the
Reorganized XO's senior management and (ii) five by the
Existing Senior Lenders, provided that if the Rights
Offering is executed for a minimum of $150 million within
six (6) months of the Effective Date, then one of the
Existing Senior Lenders' board seats shall be designated by
parties who exercised Rights.

The Reorganized Company will assume the
indemnification obligations to all current and former
officers and directors.

Upon agreement among the Company and the Existing
Senior Lenders regarding the terms of a Transaction, the
Administrative Agent will seek Support Agreements from
holders of the Existing Senior Lenders Claims (the
"Consenting Claims") (to which the Company will be a
party) which shall, among other things, be subject to
termination dates related to (2) timely solicitation and
receipt of acceptances for a Plan; and (b) confirmation of
the Plan. The Support Agreements shall (i) indicate said
holders’ support for the Plan, (ii) ensure that if a
Consenting Claim is sold, assigned or conveyed in any way
(collectively, a "Sale Transaction™), said Sale Transaction
shall be conditioned upon the assumption of the Support
Agreement by the transferee of such Consenting Claim,
(iii} ensure that if the holder of a Consenting Claim
purchases farther Existing Senior Lenders Claims, such
newly-acquired claims shall alse be subject to the Support
Agreements, and (iv) provide that XO will expeditiously
pursue confirmation of the Plan and will not pursue any
sale, plan of reorganization or other transaction without the
written consent of the holders of the Consenting Claims.
The Support Agreements shall provide that they can be
amended or terminated with the consent of the Senior
Lenders holding at least a majority of the Consenting
Claims.




Releases:

Documentation:
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The ‘Transaction and the Plan shall include a full discharge
and mutual releases of liability by and in favor of the
Company, Reorganized XO, the Agent, the Existing Senior
Lenders, the Committee and each member of the Informal
Noteholders Commiittee and each of their respective
affiliates, principals, employees, agents, officers, directors,
and professionals from: (i) any and all claims and causes
of action arising prior to the Effective Date; and (ii) any
and all claims arising from the actions taken or not taken in
connection with the Transaction, the Plan and the
Company’s bankruptcy filing, if any; provided that the
Agent may waive this condition to closing under the Plan.
In addition, the Company shall be entitled to seek similar
releases from all parties receiving distributions under the
Plan.

Any agreement shall be subject to the negotiation,
execution and delivery of definitive documentation setting
forth the terms of the Transaction.




FOR CONFIDENTIAL DISCUSSION ONLY
Nort AN‘Omn

EXHIBIT A
SUMMARY OF TERMS OF PROPOSED JUNIOR SECURED LOANS

[SEE ATTACHED]

For Discussion Purposes Only
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EXHIBIT B

SUMMARY OF TERMS OF PROPOSED WARRANTS

This summary of terms and conditions outlines certain terms of certain proposed warrants issued to
Senior Note Claims and General Unsecured Claims consummated upon the Closing Date.

COMMON STO E W, "WARRANTS"

Issuer:

Senior Note Claim Portion:

General Unsecured Claim
Portion:

Amount:

Maturity:

Strike Price:

X0 Communications, Inc.

The fraction whereby the numerator of which is equal to the sum of the
face amount of all Senior Note Claims and the denominator of which is
equal to the sum of the face amount of all Senior Note Claims and
General Unsecured Claims.

The fraction whereby the numerator of which is equal to the sum of the
face amount of all General Unsecured Claims and the denominator of
which is equal to the sum of the face amount of all General Unsecured
Claims and Senior Note Claims.

Holders of Senior Note Claims shall receive the Senior Note Claim
Portion of (a) if the Plan is approved by the holders of Senior Notes
Claims, voting as a class, 10% of the New Common Stock issued as of
the effective date of the Plan or (b) if at least 50% of the amount of
such claims vote in favor of the Plan but the class does not approve the
Plan, 5% of the New Common Stock issued as of the effective date of
the Plan, in each case subject to dilution resulting from the exercise of
employee options under the Management Incentive Program.
Otherwise, holders of Senior Note Claims shall receive no warrants,

Holders of General Unsecured Claims shall receive the General
Unsecured Claim Portion of (a) if the Plan is approved by the holders
of General Unsecured Claims, voting as a class, 10% of the New
Common Stock issued as of the effective date of the Plan or (b) if at
least 50% of the amount of such ¢laims vote in favor of the Plan but the
class does not approve the Plan, 5% of the New Common Stock issued
as of the effective date of the Plan, in each case subject to dilution
resulting from the exercise of employee options under the Management -
Incentive Program. Otherwise, holders of General Unsecured Claims
shall receive no warrants.

Seven (7) years.

50% premium to the implied post-Rights equity value (($475] million
plus the amount subscribed to in the Rights Offering).
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Exercise: At any time prior to maturity.

Initial Holders: The Senior Note Claims and the General Unsecured Claims on a pro-
rata basis, if applicable as a result of voting on the Plan.

Governing Law: New York.

For Discussion Purposes Only
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For CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

EXHIBIT C

SUMMARY OF TERMS OF PROPOSED RIGHTS OFFERING

This summary of terms and conditions outlines certain terms of certain proposed rights offerings
consumenated after the Closing Date.

Rights Offering:

Rights:

A rights offering (the "Rights Offering”) will be established pursuant to
which rights (the "Rights") will be issued to holders of XO's Senior
Notes, General Unsecured Claims, Subordinated Notes, Preferred
Stock, and Class A and Class B Common Stock. The rights will be
non-transferable, except for unsubscribed rights upon reversion to the
Existing Senior Lenders, as described below.

The Rights will represent, in the aggregate, the right to purchase up to
$250 million in valuc of New Common Stock representing up to
{__J% of the outstanding shares of New Common Stock upon the
closing of the Rights Offering (prior to dilution from the Management
Incentive Program and the Warrants) assuming a total equity value for
New XO of [$475] million pre-rights offering. The Rights will be
allocated into three classes: (i) First Tier Rights for the holders of
Senior Note Claims and General Unsecured Claims (pro rata), (ii)
Second Tier Rights for the Subordinated Note Claims, (iii) Third Tier
Rights for the Preferred Stock, and (iv) Fourth Tier Rights for the Class
A and Class B Common Stock. The base allocation is as follows:

First Tier:  $250 million aliocated pro-rata by claim amount to the
holders of the Senior Note Claims and General
Unsecured Claims, collectively

Second Tier: 1/3 of all un-exercised First Tier Rights allocated pro-
rata by claim amount to the holders of the Subordinated
Note Claims

Third Tier:  1/3 of all un-exercised First Tier Rights allocated pro-
rata by liguidation preference to the holders of the Series
A-H Preferred Stock

Fourth Tier:  1/3 of all unexcercised First Ticr Rights allocated pro-
rata by outstanding shares to the holders of the Class A
and B Common Stock

All rights will be offered to all Tiers simultancously during the 30 day
period following the Effective Date, on 2 contingent basis for all rights
other than the primary First Tier rights. Each claimant, regardless of
tier, shall be entitled to specify any amount for its subscription
commitment, up to the full amount of the Rights Offering, with the
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Governing Law:

understanding that any subscription commitments beyond the pro rata
amount allocated as provided above (“oversubscriptions™), will be
allocated as follows: '

If the number of shares subscribed for by claimants exceeds the
number of shares available, oversubscriptions by holders of the
Senior Note Claims and the General Unsecured Claims,
collectively and pro rata, shall be satisfied first, pro rata on the
basis of oversubscription amounts, and any remaining shares
shall be allocated to other oversubscribing claimants, as a single
class, pro rata on the basis of such claimants' oversubscription
amounts.

Any rights remaining unsubscribed after the allocations to
oversubscriptions are complete will revert to the Existing Senior
Lenders, at which point they will become fully transferable.

New York
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