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Operator  

 
 Good day, everyone. Welcome to the Global Telecom and Technologies, Incorporated, Second Quarter Earnings Conference Call. Today's call is 
being recorded. 
 
At this time, I'd like to turn the call over to Trish Drennan for opening remarks and introductions. Please go ahead. 
 

 Trish Drennan  - Global Telecom & Technology, Inc. - IR  

 
 Thank you, Jim, and good morning to everyone on the line and welcome to GTT's conference call to discuss our second quarter ended June 30th, 
2007, financial results. 
 
This morning I'm joined by Brian Thompson, GTT's Executive Chairman of the Board, Rick Calder, GTT's President and Chief Executive 
Officer, and Kevin Welch, the Company's CFO. 
 
Our discussions this morning are being made available by a webcast, accessible through our website. A replay of the call will be available 
approximately one hour after the end of this morning's call through Friday, August 10th. 
 
Interested parties can access the call by dialing 800-203-1112 and using the pass code 2129594. In addition, a replay of the webcast will be 
available on the Company's website. 
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I should also mention that our comments today will contain certain forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995. 
 
Statements that are predictive in nature, that depend upon or refer to future events or conditions or that involve the use of words such as 
anticipates, expects, intends, plans, believes, may, will and other similar expressions are intended to identify forward-looking statements. 
 
Forward-looking statements include, by way of example, revenue and margin expectations or projections and various references to trends in the 
industry and GTT's business. 
 
Such statements reflect our current views with respect to future events and are subject to risks, uncertainties and other factors, some of which are 
beyond our control, that could cause the Company's actual results to differ materially from those anticipated in these forward-looking statements. 
 
There are other risks, uncertainties and other factors that can prevent the Company from achieving its goals and case the Company's actual results 
to differ materially from those expressed or implied by the forward-looking statements contained in our comments this morning. 
 
These factors and others are more fully discussed under the Risk Factors section in GTT's most recently filed Forms 10-K and 10-Q. Statements 
in this call should be evaluated in light of these important factors. 
 
Under our current policy, performance and earnings projections are provided at each quarterly earnings conference call and in specific regulatory 
fillings. These forecasts are as of the date of the call or filing and will include estimates based on factual information and assumptions which 
management believes to reasonable at that time. 
 
GTT does not, and will not, undertake to update projections prior to the next quarterly earnings conference call. Any interim updates the 
Company choose to make will be provided by a press release or SEC filling. 
 
I would now like to turn the call over to GTT's Executive Chairman, Brian Thompson. Brian? 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 Thanks, Trish. I just wanted to briefly welcome you all to the call and thank you all for joining. 
 
The call is going to be handled completely today by Rick Calder, who has now been in the CEO seat for a couple of months and I think has now 
got his hands around all of the issues and comments. 
 
I'll be here to answer questions you may have if you want to specifically ask me, but what I would like to do is hand the baton to Rick Calder and 
from here forward you'll just be hearing from Rick. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Great, thank you very much, Brian. And I'd like to begin the call with an overview of our three Company initiatives and give you some 
operational progress during the quarter. 
 
I'll then turn the call over to Kevin, who will walk you through our second quarter results, including an update on our guidance, and then, of 
course, we will open the call for your questions, which we will be excited to answer and listen to. 
 
First, our first initiative is to create a single global Company and during the second quarter we really focused on completing our internal 
restructuring to achieve that goal. We took a lot of steps in the second quarter, including we reduced our headcount to eliminate duplicate 
functions. 
 
In addition to the reductions from the first quarter, we closed an office. We eliminated the separate EMEA and Americas segment structure and 
now report our financials as one global operation. 
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We consolidated our provisioning and our network operations function under a single organization and we created an integrated global sales 
organization with strategic account teams, focused on our largest customer and prospect accounts. And we consolidated our finance functions 
under Kevin's leadership. 
 
We began moving our combined operations onto consolidated systems, both our proprietary CMD tool for customer relationship management 
and a single general ledger finance system, and we will complete this system consolidation in the third quarter. 
 
We have taken the necessary steps to lower our G&A cost structure, and we have reduced our overall headcount from 92 at the end of 2006 to 75 
at the end of the second quarter of 2007. We now have the flexibility to more aggressively increase the size and scope of our sales organization in 
the second half of the year to achieve our growth goals. 
 
As a result of these efforts, we saw significant progress on our profitability or adjusted EBITDA goals, even while increasing some of our cost 
structure to accommodate our public Company expenses and Sarb-Ox compliance. Kevin will provide more detail during his discussion of our 
second-quarter results. 
 
But with our restructuring complete, we have a more efficient and focused cost structure and we will grow the business with positive adjusted 
EBITDA. 
 
Our second initiative is to drive rapid global sales expansion. During the second quarter, we reestablished our mission to be a sales-driven 
Company and we increased our sales resources while reducing our G&A expenses, as described previously. 
 
We will continue to increase our sales resources and expect that by year end over a third of our employees will be quota-bearing. 
 
In addition, we are expanding both our wholesale and enterprise initiatives globally via our direct sales force, and through a larger indirect 
channel strategy to include system integrators, VARs, equipment manufacturers and agents. 
 
We continue to execute our multi-network operator strategy, which allows GTT to provide the best network options to customers without making 
significant capital investments. Our multi-network operator approach positions us to benefit from the trends in the telecom industry. 
 
First, the global privatization of telecom has increased the number and availability of telecom networks around the world. Moreover, the global 
expansion of multinational enterprises is driving demand for network capacity. 
 
GTT is positioned to take advantage of these trends, as we specialize in designing global wide-area networks for customers that leverage all of the 
available telecom networks. 
 
GTT can provide offerings that are superior to any single network owner. Today, we have active circuits in over 70 countries, in all six populated 
continents, using over 100 network providers and we design networks using our proprietary CMD database, with over 100,0000 global points of 
presence. 
 
We then provision and median these networks with our global provisioning team and our 24/7 network operations center. In sum, we select for 
our customers the most appropriate networks at the best prices. 
 
Our third initiative is to pursue complementary M&A opportunities. However, we expect that our timeline for acquiring additional revenue 
through acquisition will be extended by at least 12 to 24 months. We will, however, continue to evaluate opportunities to expand our customer 
base and our global reach through these acquisitions. 
 
I will leave the majority of the financial commentary on the quarter to Kevin, though I will say that although revenues were up both sequentially 
and year-over-year, they were below the expectations we set out to achieve at the beginning of 2007. 
 
Nonetheless, in the second quarter, we made progress in laying the cost structure foundation for improved growth, and the combination of our 
sales-driven strategy, our strong operations, together with our new One Company structure has positioned GTT to accelerate our growth and to 
grow profitably moving forward. 
 
I'd like to turn the call over to Kevin, now, to walk you through the financials. 
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 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Thank you, Rick, and good morning, everyone. Before getting to the results, I'd like to highlight a few important points about the presentation of 
the information. 
 
As we have discussed in our previous results and conference calls, the Company did not have meaningful operations until it acquired the U.S. and 
European companies GII and ETT in October of 2006. 
 
To give a more useful view of the current Company's results, we've provided combined historical performance information for the second quarter 
2006. 
 
This is a non-GAAP measure and simply adds the historical results of the two acquired companies together with GTT's results for the second 
quarter of 2006. 
 
Today, most of my discussion and comparisons will involve this non-GAAP combined information. 
 
A presentation of GAAP financial measures and reconciliation of this non-GAAP combined information to GAAP financial measures is included 
in the press release we issued last night, which is available on our website. 
 
For the second quarter of 2007, our revenue of $13.8 million grew 5.6% over the 2006 second quarter non-GAAP combined revenue of $13.1 
million. 
 
The revenue benefited by continued sales activity during the second half of 2006 and into the first part of this year. Revenue growth in Europe 
also benefited by the increase in the British pound against the U.S. dollar to 1.99, up from 1.83, in the second quarter of 2006. 
 
Negatively impacting sales growth were customer disconnects that occurred in Europe during the second and third quarters of 2006. 
 
In addition, while new sales have added to the revenue, the rate of new sales was low, as sales efforts were impacted by post-acquisition activity, 
including slower hiring of additional quota-bearing sales reps. 
 
As Rick mentioned, our view of the market opportunity has not changed and we expect this impact to be near-term. 
 
We have adjusted our 2007 projections based upon our year-to-date performance, and we expect to see accelerating growth in the second half of 
2007. 
 
Gross margin for the second quarter of 2007 was 31.2%, which was an increase over the second quarter of 2006 non-GAAP combined gross 
margin of 30.7% and a sequential increase from the first quarter of this year gross margin of 29.3%. 
 
The improvement in gross margin for the quarter reflects our carrier pricing management, including rate reviews of current facilities, resulting in 
some near-term benefits. 
 
We will continue to review and manage network supplier costs and design efficiencies and maintain our overall gross margin outlook of 28% to 
30%. 
 
Excluding employee termination and non-recurring items, selling, general, and administration expense of $4.4 million during the second quarter 
this year was $300,000 below the SG&A expense in the first quarter of 2007. 
 
As Rick mentioned, we initiated our cost-reduction activities in the first quarter of this year and began to see the benefits of those actions during 
the second quarter, through reduced administrative headcount and the consolidation of operational functions. 
 
We completed our organizational restructuring during the second quarter, and, as Rick mentioned, we've reduced our headcount from 92 
employees at the beginning of the year to 75 employees, as of June 30, 2007. 
 
These reductions to administrative and operational cost will benefit future periods, as additional growth in expenses will be focused mainly on 
adding quota-bearing sales capabilities. 
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Our second quarter costs do reflect lower [and] legal audit fees compared to the first quarter year-end reporting activities. 
 
However, this reduction was partially offset by increased spending during the second quarter for public Company initiatives, including Sarbanes-
Oxley implementation. 
 
In addition, the Company reported an expense of $1.4 million for the quarter for employee termination and non-recurring costs. 
 
The majority of the $1.4 million relates to employee termination and severance costs associated with the headcount reduction and includes 
approximately $400,000 in non-cash compensation. 
 
With the completion of our organizational restructuring activities during the second quarter, we do not expect to have future employee 
termination non-recurring items related to the acquisition integration. 
 
As Rick mentioned, we saw significant improvement in our adjusted EBITDA in the second quarter compared to the first quarter of this year. 
 
The adjusted EBITDA loss of just over $50,000 in the second quarter improved by $550,000 compared to the first quarter of this year, which has 
an adjusted EBITDA loss of approximately $600,000. 
 
The improvements came from the $300,000 reduction in SG&A, as well as improved gross margin and the sequential revenue growth for the 
quarter. 
 
Please see our reconciliation of this non-GAAP adjusted EBITDA information to GAAP financial measures, as included in the press release from 
yesterday. 
 
We ended the second quarter with $1.7 million in cash, as operations used approximately $1.6 million in cash for the first quarter of 2007, 
reflecting changes in working capital and payments associated with the completion of the share conversion process. 
 
We become adjusted EBITDA positive through the benefit of the cost reductions sand the revenue growth, we will have less cash demand for the 
business, but we'll still need to diligently monitor our cash and working capital positions going forward. 
 
And, finally, before turning the call back to Rick, we are providing updated guidance for 2007 following our year-to-date results. Revenue growth 
for 2007 is expected to be 10% to 15%, compared to the non-GAAP combined 2006 revenue. 
 
In addition, gross margins for the full year 2007 are expected to be in the 28% to 30% range, and we expect adjusted EBITDA to be positive for 
the second half of 2007. 
 
And, with that, I'll turn the call back to Rick. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Thank you very much, Kevin, and, operator, I'd like to now open the call up for questions. 
 
 
� � 2 " 0 � ! � / � ' / $ � ' / 0 3 " - �

 
 

Operator  

 
 (OPERATOR INSTRUCTIONS) 
 
We'll take our first question from Alan Lowenstein from American Fund Advisors. 
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 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Hi, Rick. I have two questions. One is, when do you expect to be EBITDA positive, and also can you go further into your acquisition strategy, 
which seems to b delayed by at least a year? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Alan, thank you very much for the two questions. I think, as Kevin said, we expect to be adjusted EBITDA positive in the third quarter, and we 
clearly expect to be there for the entire second half, as well, but we made a significant move from a $600,000 loss to a $50,000 loss, and with the 
cost structure initiatives that we made, we expect to be there in that second half. 
 
I would say on the mergers and acquisitions strategy, as I've said during the prepared remarks, we clearly see a delay in that, given the currency 
that we have today. W are still actively looking, but we see a delay of at least 12 to 24 months, in terms of actively adding significant revenue to 
the firm through acquisition. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Are you in discussions with companies or have you been in discussions with companies over the last three months? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 We have been actively, as I said, identifying particular opportunities, though in terms of actually executing on that opportunity, again, as I said, I 
think that is delayed probably 12 to 24 months. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Okay, thank you. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Thank you, Alan. 
 

Operator  

 
 Moving on, we'll take our next question from Bobby Melnick from Terrier. 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 Hey, good morning. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Good morning. 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 I want to make sure that my math is right here, because we're dealing with a lot of adjusted numbers. The sales figure to which you refer, the 
applicable figure for 2005 would be $50 million, and for '06 would be $52 million? 
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And you're now suggesting forward-looking guidance for 2007 of somewhere between $57 million and $60 million? Is my math right? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Yes, that's right. 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 Can you talk a little bit about -- I met with some of you in late April, and you had affirmed the guidance that you had provided March 28th for 
2007 revenue of $62 million to $68 million. 
 
In fact, if your body language, if I interpreted it correctly, you were pretty ebullient about the revenue figure being a lowball and a conservative, 
almost a banker-type number. 
 
And you presented the posture as such that you understood that this enterprise as a public Company had disappointed in the past, and that the last 
thing you wanted to do going forward was to impugn your credibility by missing numbers. 
 
And here we are, a few short months later, reducing your guidance for 2007 from $62 million to $68 million, which represents about 30% growth, 
to $57 million to $60 million, which represents 10% growth, on the low end. 
 
Can you talk about that a little bit, what went on here and what led you to be so ebullient three months ago and so conservative today? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Okay, well, I guess, let me take that. I think, as you know, I joined the firm in the middle of May of 2007 and my principal directive from the 
Board was to put this board on a footing that we could continue to grow positively as a business moving forward. 
 
I assessed the business, took immediate action to put our cost structure in place to allow us to continue to aggressively hire salespeople and to 
grow this business moving forward. 
 
I would tell you, as I looked at what we have sold in the first half of the year, from January through June, we did not have the sales performance 
that we needed to hit the growth goals that we were going to have, or that we established at the beginning of the year, which is why right now we 
are revising guidance to the 10% to 15% growth from where we existed before. 
 
I believe that the firm, and we were very focused on the restructuring and integration of the firm, and as a function of that did not meet our initial 
top-line sales goals for the first half of the year. 
 
I believe that, as Kevin mentioned, is a near-term phenomenon. I believe there is tremendous opportunity in the market to continue to grow and 
we will grow and we will accelerate our growth into the second half of this year and into 2008. So I believe this is a short-term phenomena. 
 
I think the market opportunity exists as it has existed, but in terms of making goals, we will establish the revenue and meet the revenue guidance 
that we've given you today? 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 Could I comment? This is Brian -- because I was the one that gave those projections when I gave them back at the last conference call. I can 
honestly tell you, this is the first time I've ever been termed ebullient, because I'm never ebullient about anything. 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 Well, 30% growth is pretty optimistic when actually you haven't had any growth really in the last two years. 
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 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 But that was -- you have to go back and look at the second half of the year, which is based on a reduction, as well, in the revenue stream in the 
previous year. It wasn't a question of a flat-out 30% growth, but it was closer to a 15% to 20% growth, which we did -- 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 You mean 20% as seven to eight times GDP growth. If it's not ebullient, what would you characterize it -- 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 You can characterize it your way. It's fine. I don't have any problem. I think it was bullish, okay? And you're correct, and we were bullish 
because of commitments that we had from our two sales leaders, especially in the European marketplace. 
 
The fact of the mater was that we simply did not have performance. It wasn't there. We weren't getting it. When I brought Rick in, his first test 
was to go throughout the organization and find out where we were. 
 
We felt at that point in time, as we were just coming together as a Company, as I said in that meeting, that we felt comfortable we had a lot of the 
pain behind us but we still didn't have a CEO in place. 
 
And I was in the acting role as CEO, and I felt at that time that we did have fairly strong feelings on the part of our sales force that they could 
begin to sell appropriately in the marketplace. 
 
We didn't have the kind of leadership that I felt we had at the time, as it turned out, and the results are clear. Rick has come in. He's done the right 
things. He's created a very different structure and he is now, I think, very confidently telling you what he believes is the future of the Company, 
and I will subscribe to that. 
 

 Bobby Melnick  - Terrier Partners - Analyst  

 
 Okay, just a comment from one owner to another. Setting aside the sales performance, which I think is disturbing, a comment -- you're a fairly 
new public Company, okay? 
 
Hey, look, I've been investing in micro-cap land for 25 years, and so I'm not unfamiliar with the vagaries of stock performance in that period and 
certainly everybody can open a newspaper and look at a screen and see that it's been a tumultuous period in the stock market. 
 
But in the last five weeks, your stock is down almost 40%. It's down 38% since late June, and in the last three days leading into this conference 
call, your stock declined 18%, which suggests -- at least raises the possible, that the information you presented in this morning's release was not 
unaware to some people outside of he Company. 
 
And I suggest -- 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Well, you can interpret, again, as you'd like. 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 Absolutely not so. 
 

 Bobby Melnick  - Terrier Partners - Analyst  
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 Well, I hope you're right, and I hope that you investigate and assess the credibility of the Company, because at the moment you're on a pretty fine 
line. That's my last comment. Thank you very much. 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 Well, let me respond, because I think you're going to find out that every opportunity in the past that we've had on windows, the insider people 
that know the Company have been buying shares of the Company. So the stock does not trade on any understandable basis, other than the fact 
that people are either clearing out or changing the profiles of their portfolios. 
 
And if you look at the number of shares it traded over the last 10 days, you'll find out it's miniscule relatively to the actual shares that are in the 
liquid ability to be traded. 
 
So I think it's fair to say that as a micro cap, we're trading on the basis of whim, and let's take a look and see what happens over the next few 
weeks. 
 
There's no question in my mind, this is the first public announcement that we've made about performance in the Company, and I can assure there 
is nobody else that knows anything about the Company that would be trading in the shares of the stock at this stage. 
 
It's a very small group of people that really understand it. So I think you're -- as an owner, to an owner, and I'm a fairly substantial owner and I 
have a very important stake, as far as I'm concerned, I can assure you that this Company is in a shape it's never been in before. 
 
It is a new Company and you're absolutely correct. We have put the Company into a position where I think that this stage it is a terrific 
investment, and it will be. 
 

Operator  

 
 And now we'll talk our next question from Yehuda Fruchter from Envoy Global. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Yeah, hi, guys. Good morning. Actually, I have a couple of questions. I guess the first question is regarding the cost structure and I'm interested 
in understanding, number one, the gross margin structure. 
 
I know Vanco has about gross margins of close to 36%. You guys are still forecasting under 30%. I wanted to understand that variance. 
 
And, on the SG&A side, what the ongoing costs. Again, I mean, your cost structure seems to be a lot higher than competitors such as Vanco, 
which is at 255 of revenue, and you guys are still near 33%. So just trying to understand what's going on with the cost structure. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Sure. This is Kevin. I think I'll take your second quarter first, and I think a lot of the differences -- I'm not an absolute student of Vanco's cost 
structure -- probably has more to do with scale than anything else. 
 
I think from a percentage, we're around 32% and we expect that as we grow our revenues, now that we've established the right cost structure 
program, that we will see that percentage of revenue decline going forward. 
 
And we look at the size of the companies, us versus Vanco, they have a much bigger revenue base to spread those costs over. 
 
So I think it's more a function of size than an efficient cost structure that we have here. I would say on the gross margin standpoint, our gross 
margin ties very closely to our supplier costs. 
 
We are assets light in the sense that we have very little to no CapEx to impact our gross margins, so if you look at our cash flows, our cash from 
investing or our CapEx spend is very low. 
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So I think where Vanco does a little bit more capital investment and that improves their margins, you see it in their margins, we do not have a 
very capital intensive model. 
 
So our margins are more a function of our supplier costs, and we manage that pretty closely and we'll continue to, because obviously it's a big 
component of our cost structure. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Okay. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Let me just add one comment to that, too, about the SG&A side. We saw a significant percentage drop from 35% in the first quarter to 32% in 
SG&A and we absolutely expect that percentage to continue to decline, because we can grow revenue on this cost base without significant 
increases in SG&A. 
 
With that being said, with the big move we made in this restructuring that I had talked about at the beginning of the call was to take out G&A 
expense so that we could add S expense, selling expense. We do plan to add selling expense over time, but continue to expect to see the SG&A as 
a percentage of revenue continue to decline as we scale our business. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Okay, so what do you expect the SG&A to be on an ongoing basis? What's the fixed cost basis there on the SG&A side? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 We don't have a specific number. That G&A percentage will continue to decline and over time we expect to get that to be fairly small, as we 
include our EBITDA margins. 
 
So it would be difficult to give an exact number or percentage because that's going to be a dynamic piece of the business going forward, as we 
grow the business. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Okay. Just also a couple of questions, in terms of if you can give out the number of customers, what the current average length of contracts is, 
any sort of color on the extent of recurring revenues versus some one-time service charges, et cetera? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 We have more than 200 customers. Our customers for the three months ended just now in the second quarter, our four largest customers were 
about 21% of our total service revenues, and so they're not that concentrated. 
 
We have a fair customer breadth. It's represented in both fairly evenly between the carrier segment and the enterprise segment, and it's 
represented fairly evenly between the Americas and rest of world. 
 
So I think we have a good distribution of base. We continue to win new. One of our objectives is to be, particularly in this quarter, to tell you a 
little bit more abut where our new wins and where our new business is coming from. 
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I would tell you, as Kevin said, all of our review, the vast majority of our review, with a small exception, is what we call back to back, so that our 
costs and our revenues are -- excuse me, our revenues and our costs are effectively linked together and there's very little exposure in terms of 
gross margins from that perspective. 
 
The majority of our revenue is under contract and generally over multiple years. And so we have an opportunity. We have a nice, sort of stable 
revenue base. There is no sort of large one-timers that are occurring. 
 
It's a very sort of mature revenue stream that is recurring month in and month out. And from the perspective of the revenue, in terms of the 
revised guidance, I would say that it is not related to customer disconnects or customer churn rate. It still remains very low. 
 
It is a function, as I mentioned before of not selling enough in the first half. So we see the stability in the existing revenue stream and absolutely 
the ability to accelerate our growth with incremental sales efforts and sales resources, which we have the financial flexibility to do, in addition to 
growing profitable. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 So is the average length of your contract now greater than 12 months? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 We've not disclosed that as a metric, though we will go back and look at it. But we haven't disclosed, I think, the average length of our contract at 
this stage, as a key operating metric. Though I would tell you that the majority of our revenue is under contract. 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 And just one comment on the recurring revenue, as Rick said, all of our revenue essentially is recurring. 
 
To the extent we have a customer contract that has a non-recurring component to it, installation, we will amortize that over the life, or the term, 
excuse me, of the contract. So our reported revenue is recurring, from that standpoint. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Okay, and just one final question. I guess this is more towards Rick. If you could give -- it's a pretty competitive marketplace that you guys are 
in, and I just want to hear from you what your vision of the Company is and how GTT is going to differentiate itself in the marketplace. What 
makes you guys unique and what's your value proposition, really? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 It's a great question. I think as a multi-network operator for both carrier and enterprise clients, the ability to sell solutions that integrate together 
multiple networks and have a single provider, like GTT, provide the one-stop service provider that can provision that service, that can maintain 
that service, whether it be for enterprise or a carrier customer and take the accountability at affordable prices is something that I see as a real 
powerful winning proposition in the marketplace today. 
 
We play in a very large global LAN market, multiple tens of billions of dollars. And I would tell you not all of that market is addressable by 
virtual network operators and multi-network operators like ourselves, but a significant portion of that market is, mainly because carriers in 
enterprises are looking for service providers that can actually put together these networks in compelling solutions to them and take accountability 
over time for the install, for the maintenance and for the upgrade, particularly as those networks grow over time, with the continued globalization 
of the multinational enterprise. 
 
So I think it's a really attractive market for us to play in. Our issue is we haven't had enough resource pressed against that market, selling to the 
target accounts that are out there. 
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So we are continuing to reduce the general and administrative cost structure as we make ourselves one Company, and increasing globally, across 
all of our geographies, the selling resources press against these attractive opportunities. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 But when you're going up to accounts, you're going up against a Company like Vanco, I mean, how are you guys differentiating yourselves 
versus them? Different vertical markets, or different value proposition? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 It's interesting. I would say to you the number of times that we come up against Vanco is limited. 
 
Vanco and GTT together are very small companies relative to the carrier market and relative to the market overall. So, principally, we compete 
against the facility-based network operators. That is, those are our principal competitors. 
 
As a function of that, the value proposition of a multi-network operator is extreme, because a facility-based operator wants to sell their network. 
That is their goal in life. 
 
They've spent billions of dollars in capital building a network and they want to sell it. And that proposition works well when a customer has a 
demand that specifically fits that network opportunity. 
 
When a customer, whether it's a carrier customer or an enterprise customer, has a demand, has a need, that has to cross multiple networks, that its 
an opportunity for a multi-network operator, and that is where we play. And that is where we win, and that is where we will grow our business. 
 
And that market opportunity is billions and billions of dollars. So I think that is a particular sweet spot for us to address and address and compete 
effectively against the facility-based carrier operators who are out who are effectively trying to fit their network solutions into customer needs. 
 

 Yehuda Fruchter  - Envoy Global - Analyst  

 
 Great. Thank you very much. Appreciate it. 
 

Operator  

 
 Moving on, we'll take our next question. That will come from Abe Bronchtein from AJB Capital. 
 

 Abe Bronchtein  - AJB Capital - Analyst  

 
 I was wondering if you could give us your forecast for your cash requirements? I just convert your EBITDA forecast and your intentions with the 
sales fore and CapEx into cash flow, you seem to be running very skinny on cash. And I was just wondering, A, when you think you'll be no 
longer negative cash flow. 
 
And, B, in the event that you use up existing cash, what provisions do you have for liquidity beyond that? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Sure. That's a good question. I think you're right. We do have fairly tight cash balances. 
 
However, given the cost reduction, we expect that, as we talk about our adjusted EBITDA becoming positive for the second half of the year, since 
we have very low CapEx spend, adjusted EBITDA is a good proxy for the cash required for operations. 
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So we think we're in a good position from a cash needs standpoint. However, we're not cash rich and we continue to manage -- we will have to 
manage very carefully our working capital going forward. 
 
From a standpoint of -- I think you asked me what would we do to raise cash, or if we need additional cash? I think, obviously, if you look at our 
balance sheet, we have some maturities coming due next year and we're in the process right now of evaluating all of our options with respect to 
that. 
 
I think at this point it would be sort of premature and probably inappropriate to make any comments on any specific activities that we could 
undertake. 
 

 Abe Bronchtein  - AJB Capital - Analyst  

 
 With all due respect, do you have a bank line available? And I think it is appropriate to comment. This is a current business issue. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Sure. We do not have a bank line available, because of the debt that we have in place now, but that's in combination of as we look at our ops with 
reducing our existing debt, one of the things that we would like to do is put a credit facility in place as part of the overall management of the 
capital structure. 
 
I think your point is well taken. We are in a very tight cash environment. 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 He also asked, if I could add -- this is Brian. He asked if you were cash flow negative or positive going forward, and I think you didn't answer 
that question. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Well, I mean, I think sort of pointing to our adjusted EBITDA, I think the question around our cash flow from operations will really have to deal 
with ho we manage our working capital from our AR and AP balances. 
 

 Abe Bronchtein  - AJB Capital - Analyst  

 
 Well, it seems obvious that you're going to have difficulty expanding your sales force in advance of the revenues they bring in with your cash 
position being as tight as it is. 
 
It would seem to be appropriate under these conditions to have a prepared or have negotiated some sort of additional liquidity in the form of some 
kind of a credit line. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 I think the answer, again, we talked about sort of capital markets transactions or options that we have with respect to managing our capital 
structure or our debt. And I think included interesting that would be steps that we would take to strengthen our cash position, including putting a 
credit facility in place when we have the ability to do that. 
 

 Abe Bronchtein  - AJB Capital - Analyst  

 
 Okay, thank you. 
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 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 I would just add, too, that the moves that we made to reduce our G&A structure were made very specifically to give us that flexibility to increase 
the size of the sales force within the constraints that we have today. 
 
So we have flexibility now to increase the size of the sales force, with the notes that Kevin mentioned, to continue to manage our working capital, 
but within the SG&A structure that we have we absolutely intend to continue to increase the size of our sales force and get to a third of our 
employees to be quota bearing within the constraints that we have. 
 

Operator  

 
 (OPERATOR INSTRUCTIONS) 
 
Moving on, we'll take our next question from [Tony Follet] from Maxim Group. 
 

 Tony Follet  - Maxim Group - Analyst  

 
 I was wondering if you could just give us a little more color on why sales growth is so dismal. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Sure. I mean, I think the two principal things I see, one, we had planned to have more quota-bearing people on staff, effective even from this first 
quarter into the second quarter than we do today. So, one, we did not hire fast enough to actually add quota-bearing resource to hit the new order 
numbers that we had planned to head. 
 
Two, I think as we went through the restructuring of the firm and taking two companies through the first quarter and the second, the two 
companies were making effectively two operating entities and bringing them together to one, we focused more on the integration and 
restructuring than we did on actually selling new business. 
 
So I think both of those factors impacted the new order book that we brought into the Company in the first half of the year. 
 
I think much of that is behind us. We have grown the sales force and we plan to grow the sales force more moving forward. 
 
The issue with any recurring revenue business like ours is that if you don't hit your sales numbers in the first half of the year, it's difficult, given 
the recurring nature of our business, to hit your growth goals in the second half of the year. 
 
So I think those are the two main impacts that I saw as I came on in May in terms of where we were in terms of absolute sales performance versus 
where we need to be. I think much of that is behind us and we see the ability to accelerate our growth through the remainder of this year and into 
2008. 
 

 Tony Follet  - Maxim Group - Analyst  

 
 Is there anything that's changed with the so-called compelling sales story, in terms of the actual product and the actual advantage to the client in 
terms of using your services versus someone else, versus last year? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 Actually, I see nothing different from the position that we laid out originally and that the opportunity to continue to take the myriad of networks 
that are out there and provide them and package them at solutions to specific customer need is there. 
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And I believe that as we discuss these trends about the fact that more and more companies are increasing globalizing their operations and entering 
locations that are even more difficult to reach, I think the opportunity to sell network to them as a multi-network operator and being able to take 
advantage of the hundreds of suppliers that we buy from to source solutions to customers and being able to integrate those solutions together is 
actually growing, not shrinking. 
 
And I think you also see that, as I mentioned before, that we don't see significant disconnects in our business, that as people have bought services 
us from us in the past, in the first half of the year, as I've stated, the revenue piece that I discussed and the reason why we lowered revenue 
guidance is purely a sales issue, not a disconnect issue. 
 
But I see the opportunity to continue to sell to our existing and new customers the value proposition that we outlined originally, and I think that 
value proposition is as strong, if not stronger, today. 
 

 Tony Follet  - Maxim Group - Analyst  

 
 Okay, thank you. 
 

Operator  

 
 Moving on, we'll take our next question from [Merwin Ward]. 
 

 Merwin Ward Analyst  

 
 My question is this, the gentleman two questions ago focused on cash flow. What I'm most concerned about, for a Company and with the plans 
that I've been listening to this morning, that the low cash on hand is very diminutive in terms of the Company even surviving another [pay] the 
bills. Now, I'm hearing about the sales focus and the sales plans. 
 
These things take a great deal of money to bring people on. What plans do you have in place if you actually go to no cash, and do you plan to do 
this just by doing more financings and creating more debt? I think that there has to be more focus on the diminutive amount of cash on hand. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 I agree. Again, I don't want to sound as if we're minimizing the fact that we do have a low cash balance. We recognize that. 
 

 Merwin Ward Analyst  

 
 What is the cash balance at this time, please? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Well, we reported a cash balance of $1.7 million at the end of the quarter. And I will say, I think to the question of our cash needs going forward, 
two points, and one is that we've taken a fair amount of cost out of the business, and that happened during the second quarter, so we'll continue to 
see the benefits of that going forward, and from a cash flow standpoint we expect to be fairly modest users of cash to cash flow positive going 
forward, from an operations standpoint. 
 
Now, we still have a balance sheet to deal with and our working capital, managing that working capital, is very important. And we're evaluating a 
number of options right now with respect to improving our balance sheet through what we do to retire the debt, to bring some cash into the 
Company, to have some cash facilities available. 
 

 Merwin Ward Analyst  

 
 Can you expand on those plans? 
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 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Well, I mean, I think we have any number of options, and right now it would be difficult to get into any specific potential transactions, but 
certainly there are a number of options that we are evaluating and we are working diligently on this issue. 
 
And you're right, it is first and foremost the issue that we're dealing with in the Company, and we're continuing to focus on it. 
 

 Merwin Ward Analyst  

 
 Do you find that you don't have a line of credit with the banks because of the poor cash-on-hand positions on debts that are owed? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 No. The reason we don't currently have a credit facility in place is because of the current debt that is in place. And the holders of that debt have 
not permitted subordination to allow us to put a credit facility in place. 
 
So as I mentioned in part of working through the restructuring -- restructuring, excuse me -- sort of working through the management of that debt 
would be to, once we've managed that debt out, to have the flexibility then to put a credit facility in place to give us some additional cash for 
working capital needs. 
 

 Merwin Ward Analyst  

 
 It sounds like future sales are going to have to take care of debts on hand before you go for a credit facility. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 I think the availability of a credit facility is more a function of he debt that's in place. I think the banks are interested, or would be interested, in 
putting a facility in place at this point, but we have to get there. We have to have the ability to do that with the debt holders that we currently have 
in place before we can make something happen. 
 

 Merwin Ward Analyst  

 
 Thank you. 
 

Operator  

 
 Now we'll take a call from Alan Lowenstein from American Fund Advisors. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Yes, you mentioned that you had some European customer disconnects. Why did that occur, and how many were there? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Yes, there probably I think principally two larger customers that disconnected in 2006. So during the second quarter of 2006, which takes that 
revenue out of the base and from a growth standpoint we have to grow on top of that. 
 
I believe one of the customers was an automotive Company that has been going through an restructuring. 
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Another customer was a financial institution that had a fairly large contract, and that contract came to completion, the contract ended and was not 
renewed. I think, as I understand it, they completed changed their network configuration from what they had done previously and it was not 
business that we were interested in pursuing. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 And how many new customers did you sign up in the quarter? 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 New customers in the quarter, I think we added five customers for the quarter. 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 I think it's important to point out, as well, that the two customers that had disconnects last year, are very large and growing customers, continue 
to be so, in the Company. So the disconnects are specific contracts within a broader base of business. And that's an important point. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 So you still have the customer. It's just that they -- 
 

 Brian Thompson  - Global Telecom & Technology, Inc. - Executive Chairman  

 
 Yes. Oh, yes. They changed their business and those were just terminations of networks that they no longer needed. 
 
But those were under contract and they were not replaced at the time and that's what I was getting at a little bit earlier about the second half of last 
year and the former companies and comparing year-over-year is a difficult thing. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 And, Alan, sorry, we added 12 new customers during the second quarter. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 And you say you have 200 customers now. 
 

 Kevin Welch  - Global Telecom & Technology, Inc. - CFO  

 
 Over 200. 
 

 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Over 200, and how many of those are enterprise? 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 I think our mix is fairly balanced between enterprise and carrier at this stage. 
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 Alan Lowenstein  - American Fund Advisors - Analyst  

 
 Okay, thank you. 
 

Operator  

 
 And at this time it appears there are no further questions. 
 

 Rick Calder  - Global Telecom & Technology, Inc. - President, CEO  

 
 All right. Well, thank you, operator, and thank you, everyone, for spending time with us today and we look forward to sharing our results with 
you next quarter. Thank you very much. 
 

Operator  

 
 Thank you and that will conclude today's conference. We thank you for your participation. At this time, our phone audience may now 
disconnect. 
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