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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended September 30, 2011
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period to

Commission file number 0-15658

LEVEL 3 COMMUNICATIONS, INC.,

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) (I.LR.S. Employer
Identification No.)

1025 Eldorado Blvd., Broomfield, CO 80021
(Address of principal executive offices) (Zipd)
(720) 888-1000
(Registrant’s telephone number,
including area code)

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act of493
during the preceding 12 months (or for such shqréeiod that the registrant was required to filetsteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. ¥8s No O

Indicate by check mark whether the registrant lismitted electronically and posted on its corpokeb site, if any, every Interactive Data File regd
to be submitted and posted pursuant to Rule 46%ghilation S-T (§232.405 of this chapter) during pheceding 12 months (or for such shorter pefiatithe
registrant was required to submit and post suek)fil YedX] NoO

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting comp&8se
definitions of “large accelerated filer,” “accelézd filer,” and “smaller reporting company” in Rul@b-2 of the Exchange Act. (Check one):

Large accelerated fildx] Accelerated filerO

Non-accelerated fileld Smaller reporting compania
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantdbell company (as defined in Rule 12b-2 of the Bxgje Act). Yedd No
The number of shares outstanding of each clagseaksuer's common stock, as of November 4, 2011 :

Common Stock: 207,649,05%ares
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Part | - Financial Information
Iltem 1. Financial Statements
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
(unaudited)

Three Months Ended

Nine Months Ended

September 30, September 30, September 30, September 30,
(dollars in millions, except per share data) 2011 2010 2011 2010
Revenue:
Communications $ 927 $ 89t % 2,75¢ % 2,681
Coal Mining 20 17 54 43
Total Revenue 947 912 2,80¢ 2,73(
Costs and Expenses (exclusive of depreciation and
amortization shown separately below):
Cost of Revenue
Communications 342 353 1,04¢ 1,082
Coal Mining 18 15 52 43
Total Cost of Revenue 36C 36¢ 1,09¢ 1,12¢
Depreciation and Amortization 204 21k 61= 663
Selling, General and Administrative 37k 34k 1,08¢ 1,02¢
Restructuring Charges — 1 — 2
Total Costs and Expenses 93¢ 92¢ 2,80z 2,81¢
Operating Income (Loss) 8 a7 6 (86)
Other Income (Expense):
Interest expense (17¢) (1449 (495) (43¢)
Loss on extinguishment of debt, net (30 — (73 (59
Other, net (@)} Q) 5 15
Total Other Expense (209) (145) (569) (482)
Loss Before Income Taxes (201) (162) (557) (56¢)
Income Tax Expense (6) (D) (36) 2
Net Loss $ (207 $ (163 $ (593 % (570
Basic and Diluted Loss per Share $ 1.75) % 147 $ (5.1 $ (5.1¢)
Shares Used to Compute Basic and Diluted Loss IpareS
(in thousands) 118,06° 110,95¢ 114,58t 110,48t

*Adjusted to give effect to the 1 for 15 reversecht split that became effective on October 19, 2@EE Note 1 - Summary of Significant

Accounting Policies.
See accompanying notes to consolidated finanassients.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

(unaudited)
September 30, December 31,

(dollars in millions, expect par value) 2011 2010
Assets
Current Assets:

Cash and cash equivalents $ 461 $ 61€

Restricted cash and securities 1,25¢ 2

Receivables, less allowances for doubtful accoonh$20 and $17, respectively 337 264

Other 104 9C
Total Current Assets 2,161 972
Property, Plant and Equipment, net of accumulaggtetiation of $7,789 and $7,241, respectively 5,117 5,30z
Restricted Cash and Securities 121 12C
Goodwill 1,42¢ 1,427
Other Intangibles, net 30C 371
Other Assets, net 127 162
Total Assets $ 9,25¢ % 8,35k
Liabilities and Stockholders’ Deficit
Current Liabilities:

Accounts payable $ 34z % 32¢

Current portion of long-term debt 26E 18C

Accrued payroll and employee benefits 77 84

Accrued interest 18¢ 14€

Current portion of deferred revenue 14C 151

Other a0 66
Total Current Liabilities 1,10 95€
Long-Term Debt, less current portion 7,42( 6,26¢
Deferred Revenue, less current portion 742 73€
Other Liabilities 512 552
Total Liabilities 9,771 8,51
Commitments and Contingencies
Stockholders’ Deficit:

Preferred stock, $.01 par value, authorized 100@@shares: no shares issued or outstanding — —

Common stock, $.01 par value, authorized 293,33sB@res at September 30, 2011 and

193,333,333 shares at December 31, 2010: 118,89488ed and outstanding at September 30,

2011 and 111,365,226 issued and outstanding atnileee31, 2010* 18 17

Additional paid-in capital 11,79¢ 11,60:

Accumulated other comprehensive loss (65) (98)

Accumulated deficit (12,279 (11,679
Total Stockholders’ Deficit (523) (257
Total Liabilities and Stockholders’ Deficit $ 925¢ $ 8,35¢

*Adjusted to give effect to the 1 for 15 reverseckt split that became effective on October 19, 2@Ek Note 1 - Summary of Significant
Accounting Policies.
See accompanying notes to consolidated financisstents.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
(unaudited)

Nine Months Ended

September 30, September 30,
(dollars in millions) 2011 2010
Cash Flows from Operating Activities:
Net loss $ (599 $ (570
Adjustments to reconcile net loss to net cash piexviby operating activities:
Depreciation and amortization 61t 663
Non-cash compensation expense attributable to steekds 68 50
Loss on extinguishments of debt, net 73 59
Change in fair value of embedded derivative — (10
Accretion of debt discount and amortization of debtiance costs 45 42
Accrued interest on long-term debt, net 36 (16)
Deferred income taxes 34 —
Other, net (10 —
Changes in working capital items:
Receivables (73) 5
Other current assets (13) 12
Payables 10 (25)
Deferred revenue (7 (8)
Other current liabilities 14 (29
Net Cash Provided by Operating Activities 19¢ 14¢
Cash Flows from Investing Activities:
Capital expenditures (350 (319
(Increase) Decrease in restricted cash and sexnitet (63) 4
Proceeds from the sale of property, plant and exeip 4 1
Net Cash Used in Investing Activities (409) (319
Cash Flows from Financing Activities:
Long-term debt borrowings, net of issuance costs 76E 78<
Payments on and repurchases of long-term debt (711) (929)
Net Cash Provided by (Used in) Financing Activities 54 (14¢€)
Effect of Exchange Rates on Cash and Cash Equigalen 1 (7
Net Change in Cash and Cash Equivalents (155) (31§)
Cash and Cash Equivalents at Beginning of Period 61€ 83¢
Cash and Cash Equivalents at End of Period $ 461 $ 51¢
Supplemental Disclosure of Cash Flow Information:
Cash interest paid $ 414 $ 412
Income taxes paid, net of refunds $ 1 3 (@]
Non-cash Investing and Financing Activities:
Long-term debt issued and proceeds placed int@escr $ 1,20C $ —
Long-term debt issued in exchange transaction $ 30C $ =
Long-term debt retired in exchange transaction $ PASI —
Conversion of notes into common stock $ 126 $ =

See accompanying notes to consolidated finan@ssients.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies
Description of Busines:

Level 3 Communications, Inc. and its subsidiariégyel 3" or the “Company”) is a facilities basetbpider (that is, a provider that
owns or leases a substantial portion of the pfaeiperty and equipment necessary to provide itd#s) of a broad range of integrated
communications services. The Company has crea@dibhmunications network generally by constructisgwn assets, but also through a
combination of purchasing and leasing from othenganies and facilities. The Company’s network isdwanced, international, facilities
based communications network. The Company desigaeetwork to provide communications services,chifémploy and take advantage of
rapidly improving underlying optical, Internet Poobl, computing and storage technologies.

The Company is also engaged in coal mining thratggtwo 50% owned joint-venture surface mines, eaeh in Montana and
Wyoming.

Principles of Consolidation and Basis of Presentati

The consolidated financial statements include to®ants of Level 3 Communications, Inc. and subsiés in which it has a
controlling interest, which are enterprises engagetle communications and coal mining businedsity. -percent-owned mining joint
ventures are consolidated on a pro rata basisidgdificant intercompany accounts and transactieng been eliminated.

As part of its consolidation policy, the Companysiders its controlled subsidiaries, investmenthiébusiness in which the
Company is not the primary beneficiary or doeshate effective control but has the ability to sfgintly influence operating and financial
policies, and variable interests resulting fromrexic arrangements that give the Company righestmomic risks or rewards of a legal
entity. The Company does not have variable interi@sa variable interest entity where it is reqdito consolidate the entity as the primary
beneficiary or where it has concluded it is notphienary beneficiary.

The accompanying consolidated balance sheet asadrber 31, 2010 , which was derived from auditetalidated financial
statements, and the unaudited interim consolid@tedcial statements as of September 30, 2011 @nithé three and nine months ended
September 30, 2011 and 2010 have been preparegbptite the rules and regulations of the SecuritiesExchange Commission (the “SEC”)
for quarterly reports on Form 10-Q and do not idelall of the information and note disclosures iegiby accounting principles generally
accepted in the United States of America (“GAAR) ¢omplete financial statements. These finaratitements should be read in conjunction
with the Company’s audited consolidated financiatesments and notes thereto included in the Compa@mnual Report on Form 1R-for the
year endeDecember 31, 2010 . In the opinion of the Compameasmagement, these financial statements contaadplstments (consisting
only of normal recurring adjustments) necessanaftair presentation of financial position, resufoperations and cash flows at the dates and
for the interim periods presented herein. Theltesid operations for an interim period are notessarily indicative of the results of operations
expected for a full fiscal year.

The preparation of the consolidated financial stegets in conformity with GAAP requires managementiake estimates and
assumptions that affect the reported amounts etsissd liabilities, disclosure of contingent assetd liabilities and the reported amounts of
revenue and expenses during the reported periddaAesults could differ from these estimates.

Effective after the close of trading on October2@11, the Company completed a 1 for 15 reversk siplit as previously approved
by the Company's stockholders. Proportional adjastsywwere made to the Company's outstanding cobleedebt, warrant, equity awards and
to its equity compensation plans to reflect theereg stock split. No fractional shares were issnetnnection with the reverse stock split, as
stockholders who would otherwise hold a fracticstedre of common stock will receive a cash paymefieu of that fractional share. All
references herein to common stock and per shaachdae been retrospectively adjusted to reflectakierse stock split.
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Correction of Immaterial Error

During the first quarter of 2011, Level 3 identtfian error in the Company’s previously issued chdated financial statements
related to the recognition of deferred tax liak@htattributable to certain indefinite-lived intalolg assets with an indeterminate future reversal
period that the Company is unable to considersmuece of income for the realization of its defdrtax assets. The Company recorded income
tax expense of approximately $26 million during fingt quarter of 2011 for taxable temporary diffleces associated with deferred taxes on
certain indefinite-lived intangible assets. Theghased indefinitdived intangible assets arose in prior periods, thiedadjustment did not affe
income taxes paid, and did not materially affegt @hthe Company’s previously reported results pémations or financial condition, or the
current period results of operations or financ@idition.

Recently Issued Accounting Pronouncemel

In June 2011, the Financial Accounting Standardsr8¢*FASB”) issued guidance that clarifies thempmeence of other
comprehensive income in the financial statementsehyiring an entity to present the componentsediimcome and comprehensive income in
either one or two consecutive financial statemefitse amendment also eliminates the option to ptestber comprehensive income in the
statement of changes in equity. Level 3 is reguioeadopt this guidance retrospectively as of danf, 2012.

In August 2011, the FASB issued guidance that alloampanies to consider qualitative factors whetirtg goodwill for impairment.
Current GAAP requires an entity to perform a twapstest in which the first step involves calculgtihe fair value of goodwill and comparing
it to the carrying value. The recently issued gon@aallows an entity to assess qualitative fadmdetermine whether it is more likely than not
that the fair value exceeds the carrying valuergdgerforming the two step evaluation. If it istdrmined that it is unlikely that the carrying
value exceeds the fair value, then the entity itonger required to complete the two step goodwipairment evaluation. The guidance is
effective for Level 3 in 2012, but early adoptierpermitted.

(2) Events Associated with the Amalgamation of Gladd Crossing

On October 4, 2011, a subsidiary of Level 3 conguléhe amalgamation with Global Crossing Limite@l¢bal Crossing”), and
became a wholly owned subsidiary of the Companyutjh a tax free, stock for stock transaction (malgamation"). As a result of the
amalgamation, (i) each issued and outstanding caonshare of Global Crossing was exchanged for 16&sha Level 3 common stock,
including the associated rights under the CompaRights Agreement with Wells Fargo Bank, N.A., @hts agent, (the “Amalgamation
Consideration”) and (ii) each issued and outstagdhmare of Global Crossing’s 2% cumulative sendomvertible preferred stock was
exchanged for the Amalgamation Consideration, ptuamount equal to the aggregate accrued and udivéénds thereon. In addition, (i) t
issued and outstanding options to purchase Glolmsthg common shares were exchanged into optiopsrthase Level 3's common stock
and (ii) the issued and outstanding restrictedkstmits covering Global Crossing common sharethéoextent applicable in accordance with
their terms, vested and settled for 16 shareseo€Cibhmpany's common stock.
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In connection with the closing of the Amalgamatibayel 3 Financing, Inc. amended its existing dradreement to incur an
additional $ 650 million of borrowings through asdétional Tranche (the "Tranche B Il Term Loan.)eTaggregate net proceeds of Level 3
Financing’s Tranche B Il Term Loan issued in Octad@l1 were used to consummate the Amalgamatiomfittance certain existing
indebtedness of Global Crossing in connection tithconsummation of the Amalgamation and for gdreengorate purposes. In addition, the
$1.2 billion of proceeds from the initial and adalial issuance of 8.125% Senior Notes due 2018ne &nd July 2011(see Note 8 — Long-
Term Debt) by an indirect wholly owned subsidiargrev deposited into an escrow account. On Octob20#l, following the consummation
the Amalgamation and the satisfaction of certaor®@s release conditions, the 8.125% Senior Notag wssumed by Level 3 Financing (the
“Notes Assumption”), and the funds were releasethfthe escrow account. The net proceeds from #2586 Senior Notes were used to
refinance certain existing indebtedness of Glolrak€ing in connection with the closing of the Anaaidtation and for general corporate
purposes.

As a result of the Amalgamation, the Company isamutoximately 88.53 million shares, adjusted ffar 1 for 15 reverse stock split
on October 19, 2011, of Level 3 common stock tonfer holders of Global Crossing common shares antdbICrossing’s 2% cumulative
senior convertible preferred stock, and Level 3eduthe refinancing of approximately $1.36 billafriGlobal Crossing's outstanding
consolidated debt. Approximately $ 430 million dbBal Crossing (UK) Finance PLC Senior Secured sdtee 2014 were redeemed on
November 3, 2011 at the current redemption premiomtiéned in its indenture dated December 23, 20b# entire aggregate principal amc
of the $ 750 million of Global Crossing Limited’sitstanding 12% senior notes due 2015 and all obthistanding $ 150 million of 9% senior
notes due 2019 were also redeemed in early NoveBtlidr. Of the outstanding principal of each of @lebal Crossing Limited senior notes,
35 percent was first redeemed on November 3, 28Hlrasult of a qualified “Equity Offering” (as defd under the indentures relating to each
issue of the Global Crossing Limited senior notes)s new corporate parent. The remaining 65 perokthe outstanding principal of each
issue of the Global Crossing senior notes wereeragel subsequently on November 4, 2011 at “makeeVipoices calculated using the rate of
the comparable U.S. Treasury security plus 50 hmsigs. The shares of Global Crossing Common Stebich previously traded under the
symbol “GLBC,” ceased trading on the NASDAQ GloBallect Market (“NASDAQ”) before the open of tradiog October 4, 2011 and were
delisted from NASDAQ as of October 5, 2011.

Based on (i) the number of Level 3 shares issi83153 million as adjusted for the 1 for 15 reves&gek split completed on October
19, 2011), (ii) the closing stock price of Levet@mmon stock as of October 3, 2011 ( $21.15 asstatjuor the 1 for 15 reverse stock split
completed on October 19, 2011), and (iii) the d#liBlobal Crossing refinanced ( $1.36 billion )¢ tBompany estimates the that the aggregate
consideration for acquisition accounting approxida$3.23 billion . The restricted stock units cavgiGlobal Crossing common shares settled
for Level 3 shares of common stock were reducesgitiement of employee income and payroll tax wittimg obligations and the
corresponding amounts were paid in cash. The pramiid by Level 3 in this transaction is attribuéato strategic benefits, including a
significantly expanded IP/optical network with gidlbeach including South America, Asia and the fRaémproved credit profile and reduced
financial leverage attributed to enhanced finanaial operation scale, and opportunity for investrael network expansion. The combined
business will have a comprehensive portfolio otepiideo, and data services, which will operate amique global services platform
anchored by fiber optic networks in North AmeriEarope, and Latin America. The goodwill associatét this transaction is not expected to
be deductible for income tax purposes.

The combined results of operations of Level 3 afab@ Crossing will be included in the Company'ssadidated results of operatic
beginning in October 2011. The assets acquirediabifities assumed of Global Crossing will be rgozed at their acquisition date fair value.
The purchase price consideration and allocaticecqfiired assets (and the related estimated livdepreciable tangible and identifiable
intangible assets) and assumed liabilities, inclgdhe assignment of goodwill to reporting unitdl| require extensive analysis and is expected
to be completed no later than October 4, 2012.foh@wing is a preliminary allocation of purchasege based on information currently
available. The final identification of all the imgible assets acquired and determination of thehase price allocation may be significantly
different from the preliminary allocation reflectbdlow.
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Initial Purchase Price
Allocation

(dollars in millions)

Assets:
Cash, cash equivalents, and restricted cash $ 23¢€
Property, plant, and equipment, net 3,11¢
Goodwill 50¢
Identifiable intangibles 30C
Other Assets 52C
Total Assets 4,684
Liabilities:
Long-term debt (1,559
Other Liabilities (1,17¢)
Total Liabilities (2,730
Total Estimated Equity Consideration $ 1,95¢

The following unaudited pro forma financial infortian presents the combined results of Level 3 alwb& Crossing as if the
completion of the Amalgamation had occurred ahefdarliest period presented below (dollars iniom#).

Three Months Ended Nine Months Ended
September 30, 2011 September 30, 2010 September 30, 2011 September 30, 2010
Total Revenue $ 1,63C $ 1,54F $ 481t $ 4,612
Net Loss (293) (199) (799) (869)

These results include certain adjustments, pripndrik to increases in depreciation and amortizatiggense due to fair value
adjustments of tangible and intangible assets e@sess in interest expense due to Level 3's issudriceremental debt in order to redeem and
refinance Global Crossing debt that had higherésterates than the incremental financing, andinoirgate historical transactions between
Level 3 and Global Crossing. The pro forma finahititormation is not intended to represent or bdidative of the actual results of operations
of Level 3 that would have been reported had thalgamation been completed as of the earliest pg@riesented, nor is it representative of
future operating results of the Company. The pro@vinformation does not include any operatingcédficies or cost savings that Level 3 may
achieve with respect to combining the companies.

Acquisition related costs include transaction cgsitsh as legal, accounting, valuation, and othefiegsional services. Level 3 expects
to incur approximately $52 million of total acquish related transaction costs, of which approxahya$20 million had been incurred through
September 30, 2011. In addition, Level 3 expectador approximately $200 million to $225 milliaf integration costs. However, the ultim
costs incurred may vary from these estimates.




Table of Contents

In connection with this transaction, Level 3 sig@edoting agreement and stockholder rights agreemigim a subsidiary of Singapore
Technologies Telemedia, STT Crossing Ltd.(“STT Ghog "), the company that owned approximately 6&@et of Global Crossing's voting
stock prior to the amalgamation, whereby ST Cragsited in favor of the transaction and was grathedight to designate three members to
the Level 3 Board of Directors.

Level 3 also adopted a Stockholder Rights Plarratept its U.S. federal net operating losses fremain Internal Revenue Code
Section 382 restrictions. This plan was desigoetkter trading that would result in a change ofticd (as defined in that Code Section), and
therefore protect the Company's ability to usdigsorical federal net operating losses in theriitu

(3) Loss Per Share

The Company computes basic net loss per shareviirdj net loss for the period by the weighted agernumber of shares of
common stock outstanding during the period. Dilutetlloss per share is computed by dividing net fos the period by the weighted average
number of shares of common stock outstanding duhiageriod and includes the dilutive effect of ecoom stock that would be issued
assuming conversion or exercise of outstanding ediile notes, stock options, stock based compemsatvards and other dilutive securities.
No such items were included in the computationilotted loss per share for tithree and nine months ended September 30, 201240
because the Company incurred a net loss in eatttesé periods and the effect of inclusion wouldehlaeen anti-dilutive.

Effective after the close of trading on October 2@11, the Company completed a 1 for 15 reversgk &plit (see Note 1 - Summary
of Significant Accounting Policies). All per shaaad share data is presented herein on a splittadjbssis. The effect of approximately 47
million and 51 million shares issuable pursuarth®various series of convertible notes outstandirfgeptember 30, 2011 and 2010 ,
respectively, have not been included in the contmrtaf diluted loss per share because their incfugsould have been anti-dilutive to the
computation. In addition, the effect of the appmately 3 million outperform stock options, resteidtstock units and warrants outstanding at
September 30, 2011 and 2010 have not been incindbé computation of diluted loss per share beedlsir inclusion would have been anti-
dilutive to the computation.

(4) Goodwill

The changes in the carrying amount of goodwill dgithe nine months ended September 30, 2011 doi@ss (in millions):

Coal
Communications Mining
Segment Segment Total
Balance at December 31, 2010 $ 1,427 — $ — 3 1,427
Effect of foreign currency rate change 1 — — 1
Balance at September 30, 2011 $ 1426 $ — $ 1,42¢

Effective January 1, 2011, the Company adoptedameunting guidance that requires entities withdyat assigned to reporting
units with negative carrying value to perform aloedted fair value test of goodwill impairment &rtain qualitative factors indicate that such
goodwill could be impaired. Based on its qualitatassessment as of January 1, 2011, the Comptaryniteed the test was not required.
Furthermore, there were no events or changesdarostances during the first nine months of 20kt indicated the carrying value of goodv
may not be recoverable.

10
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(5) Acquired Intangible Assets

Identifiable acquisition-related intangible assetof September 30, 2011 and December 31, 2010agsdmlows (in millions):

Gross
Carrying Accunjula_ted
Amount Amortization Net
September 30, 2011
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 74z 3 (549 $ 194
Patents and Developed Technology 14C (86) 54
882 (635) 24¢
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
Wireless Licenses 20 — 20
$ 93t $ (635 $ 30C
December 31, 2010
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 74z 3 (486 $ 25¢
Patents and Developed Technology 14C (76) 64
882 (564) 31¢
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
Wireless Licenses 20 — 20
$ 93t § (569 $ 371

During the third quarter of 2010, the Company deteed that the useful life of certain customertietships and developed
technology should be reduced based on adverse méoconditions affecting customer attrition asstedawith these assets, which
prospectively increased amortization expense bycqapately $3 million during the nine months end&sptember 30, 2011 .

The gross carrying amount of identifiable acquisitrelated intangible assets in the table abogebgect to change due to foreign
currency fluctuations, as a portion of the Compangéntifiable acquisition-related intangible assae related to foreign subsidiaries.

Acquired finite-lived intangible asset amortizatiexpense was $23 million and $72 million for theethand nine months ended
September 30, 2011 and $24 million and $70 milfanthe three and nine months ended September0d@, 2

As of September 30, 2011 , estimated amortizatipeese for the Company'’s finite-lived acquisitiaated intangible assets over the
next five years and thereafter is as follows (iflioris):

11
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2011 (remaining three months) $ 22
2012 69
2013 51
2014 39
2015 28
2016 21
Thereafter 18

$ 24¢

(6) Fair Value of Financial Instruments

The Company'’s financial instruments consist of casth cash equivalents, restricted cash and sexgjréitccounts receivable, accounts
payable, interest rate swaps and long-term debluging the current portion) as of September 30,1226nd December 31, 2010 . The Company
also had embedded derivative contracts includétd imancial position as of December 31, 2010 e Thrrying values of cash and cash
equivalents, restricted cash and securities, adsaaneivable and accounts payable approximatédfétievalues at September 30, 2011 and
December 31, 2010 . The interest rate swaps anédghel derivative contracts are recorded in thedalimaged balance sheets at fair value. See
Note 7— Derivative Financial Instruments. The carryindueaof the Company’s long-term debt, including tlierent portion, reflects the
original amounts borrowed net of unamortized distsupremiums and debt discounts and was $7.0mitls of September 30, 2011 and $6.4
billion as of December 31, 2010 .

GAAP defines fair value as the price that woulddeeived from selling an asset or paid to tranafiégability in an orderly transaction
between market participants at the measurement\déten determining the fair value measurementagsets and liabilities required to be
recorded at fair value, the Company considers timeipal or most advantageous market in which itilddransact and considers assumptions
that market participants would use when pricingabget or liability, such as inherent risk, transéstrictions, and risk of nonperformance.

Fair Value Hierarchy

GAAP establishes a fair value hierarchy that rezgian entity to maximize the use of observabletgrand minimize the use of
unobservable inputs when measuring fair value.falmesalue measurement of each class of assethahilities is dependent upon its
categorization within the fair value hierarchy, édsipon the lowest level of input that is signifitto the fair value measurement of each class
of asset and liability. GAAP establishes three Igwé inputs that may be used to measure fair value

Level 1—Quoted prices in active markets for identical &sse liabilities.

Level 2—Observable inputs other than Level 1 prices sgofumted prices for similar assets or liabilitiggpted prices in markets
with insufficient volume or infrequent transactidfesss active markets); or model-derived valuationshich all significant inputs are
observable or can be derived principally from araborated by observable market data for substintige full term of the assets or liabilities.

Level 3—Unobservable inputs to the valuation methodoldgy aire significant to the measurement of fair @alfiassets or liabilities.

The table below presents the fair values for edadsf Level 3's liabilities measured on a reagtbasis as well as the input levels

used to determine these fair values as of Septe@ihe2011 and December 31, 2010 :

12
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Fair Value Measurement Using

Quoted Prices Significant
Total in Active Other
Carrying Value Markets for Observable
in Consolidated Identical Assets Inputs
Balance Sheet (Level 1) (Level 2)
September 30, December 31, September 30, December 31, September 30, December 31,
2011 2010 2011 2010 2011 2010
(dollars in millions)
Liabilities Recorded at Fair
Value in the Financial
Statements:
Derivatives:
Interest Rate Swap Liabilitie:
(included in other non-currer
liabilities) $ 98 $ 10e $ — 3 — % 98 $ 10¢
Embedded Derivatives
in Convertible Debt (included
in other noneurrent liabilities, — — — — — —
Total Derivative Liabilities
Recorded at Fair Value in
the Financial Statements $ 98 $ 106 $ — % — 3 98 $ 10¢
Liabilities Not Recorded at
Fair Value in the Financial
Statements:
Long-term Debt, including the
current portion:
Senior Notes $ 4,71¢ $ 2,88t $ 440t % 2,78¢ % — % —
Convertible Notes 1,197 1,78¢ 55€ 697 1,031 1,18¢
Term Loans 1,67¢ 1,67¢ 1,59¢ 1,63 — —
Commercial Mortgage 65 67 — — 77 79
Capital Leases and Other 28 29 — — 28 29
Total Long-term Debt,
including
the current portion: $ 7,68t $ 6,44¢ $ 6,55¢ $ 511¢ $ 1,13¢ $ 1,297

The Company does not have any liabilities measusaty significant unobservable (Level 3) inputs.

Derivatives

The interest rate swaps are measured in accoraégticehe GAAP Fair Value Measurements and Discleswuidance using
discounted cash flow techniques that use observaatket inputs, such as LIBOR-based forward yieid/es, forward rates, and the specific
swap rate stated in each of the swap agreemergsembedded derivative contracts are priced usimgtérthat are observable in the market,
such as the Company’s stock price, risk-free isterate and other contractual terms of certailef@ompany’s convertible senior notes.
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Senior Notes

The estimated fair value of the Company’s SenioteN@pproximated $4.4 billion at September 30, 281d $2.8 billion at
December 31, 2010 based on market prices. Thedhie of each instrument was based on the Septe3dh@011 and December 31, 2010
trading quotes as provided by large financial togtns that trade in the Company’s securities. phi@ing quotes provided by these market
participants incorporate spreads to the Treasumnyecsecurity coupon (which ranges from LIBOR pdug5% to 11.875% ), corporate and
security credit ratings, maturity date (rangingird014 to 2019) and liquidity, among other secuwhtgracteristics and relative value at both
the borrower entity level and across other se@sibif similar terms.

The 11.875% Senior Notes due 2019 are obligatibttseoCompany and are not guaranteed by its subyf@di The remaining Senior
Notes are obligations of Level 3 Financing, Inad ane fully and unconditionally guaranteed by Le¥€ommunications, Inc., and with resp
to the 9.375% Senior Notes due 2019, are also &ty unconditionally guaranteed by Level 3 Commatinnis, LLC, which is a first tier,
wholly owned subsidiary of Level 3 Financing, Inc.

Convertible Notes

The estimated fair value of the Company’s actitedgled Convertible Notes, including the 3.5% Cotilslr Senior Notes due 2012
and the 6.5% Convertible Senior Notes due 2016,ceqapated $556 million at September 30, 2011 . &$@mated fair value of the
Company'’s actively traded Convertible Notes was7$@8llion at December 31, 2010, including the taies above as well as the 5.25%
Convertible Senior Notes due 2011, which were regkin the first quarter of 2011. The fair valudted Company’s actively traded
Convertible Notes is based on the trading quoted &eptember 30, 2011 and December 31, 2010 prd\bg large financial institutions that
trade in the Company'’s securities. The estimated/édue of the Company’s Convertible Notes that mot actively traded, such as the 7%
Convertible Senior Notes due 2015, the 7% ConJert@enior Notes due 2015, Series B, and the 15%&thle Senior Notes due 2013,
approximated $ 1 billion at September 30, 2011 po#tion of the Company’s 15% Convertible Senioté¢odue in 2013 were converted to
equity during the third quarter of 2011, as disedss Note 8 — Long-Term Debt. At December 31, 20fte estimated fair value of the
Company’s Convertible Notes that are not activedgléd included the above notes and the 9% Conie=Binior Discount Notes due 2013,
which were redeemed in the first quarter of 20145 %1.2 billion . To estimate the fair value af tbonvertible Notes that are not actively
traded, Level 3 used a Black-Scholes valuation made an income approach using discounted castsflétve most significant inputs
affecting the valuation are the pricing quotes pfed by market participants that incorporate sps¢adhe Treasury curve, security coupon
(ranging from 7% to 15% ), convertible optionalitprporate and security credit ratings, maturitiedsanging from 2013 to 2015), liquidity,
and other equity option inputs, such as the risk-flate, underlying stock price, strike price & #mbedded derivative, estimated volatility and
maturity inputs for the option component and fa&r bond component, among other security charadgtsriahd relative value at both the
borrower entity level and across other securitigh similar terms. The fair value of each instrumisrobtained by adding together the value
derived by discounting the security’s coupon oeii@st payment using a risk-adjusted discount radettze value calculated from the embedded
equity option based on the estimated volatilityhaf Company’s stock price, conversion rate of iqgular Convertible Note, remaining time
to maturity, and risk-free rate.

The Convertible Notes are unsecured obligatioriseotl 3 Communications, Inc. No subsidiary of Le¥¢€ommunications, Inc. has
provided a guarantee of the Convertible Notes.
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Term Loans

The fair value of the Term Loans was approxima$diy6 billion at September 30, 2011 and Decembe@10, respectively. The fe
value of each loan is based on the September 3@, &dd December 31, 2010 trading quotes as prowigéarge financial institutions that
trade in the Company’s Term Loans. The pricing gsqrovided by these market participants incorpdr#OR curve expectations, interest
spread, which is LIBOR plus 2.25% for the $1.4ibill Tranche A Term Loan (aggregate principal valrg) LIBOR plus 8.5% for the $280
million Tranche B Term Loan (aggregate principdlied, LIBOR floor (only applicable to the TranchelBrm Loan at 3.0% minimum),
corporate and loan credit ratings, maturity datar@ 2014) and liquidity, among other loan charésties and relative value across other
instruments of similar terms.

The Term Loans are secured by a pledge of theyemi@rests in certain domestic subsidiaries ofdl@/Financing, Inc. and 65% of
the equity interest in Level 3 Financing, IrcCanadian subsidiary and liens on the assetswa&fl BeCommunications, Inc. and certain dome
subsidiaries of Level 3 Financing, Inc. In additibevel 3 Communications, Inc. and certain donsesibsidiaries of Level 3 Financing, Inc.
have provided full and unconditional guaranteethefobligations under the Term Loans.

Commercial Mortgage

The fair value of the Commercial Mortgage was apjpnately $77 million and $ 79 million at Septem!3€, 2011 and December 31,
2010, respectively, as compared to the carryinguarts of $65 million and $67 million , respectivelfhe Commercial Mortgage is not
actively traded and its fair value is estimatechignagement using a valuation model based on ammepproach. The significant inputs used
to estimate fair value of this debt instrument ggiiscounted cash flows include the anticipate@daled mortgage payments and observable
market yields on other actively traded debt of Emtharacteristics and collateral type.

The Commercial Mortgage is a secured obligatioHQfRealty, Inc., a wholly owned subsidiary of then@pany. HQ Realty, Inc.’s
obligations under the Commercial Mortgage are sstby a first priority lien on the Company’s headdars campus located at 1025 Eldorado
Boulevard, Broomfield, Colorado 80021 and certa{® Realty, Inc. cash and reserve accounts.

The assets of HQ Realty, Inc. are not availabkatsfy any third party obligations other than #hno$ HQ Realty, Inc. In addition, the
assets of the Company and its subsidiaries otla@rtQQ) Realty, Inc. are not available to satisfydbbgations of HQ Realty, Inc.

(7) Derivative Financial Instruments

The Company uses derivative financial instrumepisparily interest rate swaps, to manage its exposufluctuations in interest rate
movements. The Company’s primary objective in mangamterest rate risk is to decrease the volgtoitits earnings and cash flows affected
by changes in the underlying rates. To achievedbjsctive, the Company enters into financial datiixes, primarily interest rate swap
agreements, the values of which change in the aygpdisection of the anticipated future cash flowlhe Company has floating rate long-term
debt (see Note 8 — Long-Term Debt). These obligatiexpose the Company to variability in interesinpents due to changes in interest rates.
If interest rates increase, interest expense iseedConversely, if interest rates decrease, sttespense also decreases. The Company has
designated its interest rate swap agreements hglomshedges. Swaps designated as cash flow hedgelse the receipt of variable-rate
amounts from a counterparty in exchange for the @om making fixedate payments over the lives of the agreementowitaxchange of tt
underlying notional amount. The change in the¥alue of the interest rate swap agreements iscteflein Accumulated Other Comprehensive
Income (Loss) (“AOCI”) and is subsequently recléisdiinto earnings in the period that the hedgadgaction affects earnings, due to the fact
that the interest rate swap agreements qualifyfestive cash flow hedges. The Company does notlesgative financial instruments for
speculative purposes.
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In March 2007, Level 3 Financing Inc., the Companyholly owned subsidiary, entered into two interage swap agreements to
hedge the interest payments on $1 billion noti@mabunt of floating rate debt. The two interest mat@p agreements are with different
counterparties and are for $500 millieach. The transactions were effective beginningggrl 2007 and mature in January 2014. The Com
uses interest rate swaps to convert specific vigriate debt issuances into fixed rate debt. Uttteeterms of the interest rate swap
transactions, the Company receives interest payesed on rolling three month LIBOR terms and piatgsest at the fixed rate of 4.93%
under one arrangement and 4.92% under the othlex.Cbmpany evaluates the effectiveness of the Isealya quarterly basis. The Company
measures effectiveness by offsetting the changfeeirariable portion of the interest rate swapé e changes in interest expense paid due to
fluctuations in the LIBOR -based interest rate. iDathe periods presented, these derivatives weed to hedge the variable cash flows
associated with existing obligations. The Compautpgnizes any ineffective portion of the changtinvalue of the hedged item in the
consolidated statements of operations. All comptmehthe interest rate swaps were included irad®essment of hedge effectiveness. Hedge
ineffectiveness for the Company’s cash flow hedgas not material in any period presented.

The Company also has certain equity conversiortgighsociated with debt instruments, which arelesignated as hedging
instruments, but are considered derivative instntsieThe Company’s primary objective associatetti wicluding such conversion rights in
certain of its debt instruments is to reduce th&remtual interest rate and related current castoling cost of the debt instruments. The
Company did not have a remaining liability assaaatith its equity conversion rights as of JuneZI,0. As a result of the September 2010
issuance of $175 million of 6.5% Convertible SerNlmtes due in 2016, the Company did not have acgerfit number of authorized and
unissued common shares available to settle alle&tjuity conversion rights and make-whole premiass®ciated with its convertible debt.
Certain of these derivative instruments were clesbas liabilities at December 31, 2010 due to&ptial requirement to settle the conversion
rights in cash as a result of the Company not lipaisufficient number of authorized and unissuedteshof common stock to cover all
potentially convertible shares, for which the camsi@n rights were carried at fair value. The fatue of the embedded derivative liability at
December 31, 2010 was not significant. As a resfulhe exchange and redemption of the Company'stantling 9% Convertible Senior
Discount Notes due 2013 and 5.25% Convertible $éides due 2011, the fair value of these derieatistruments, which was insignificant,
was reclassified into stockholders’ equity durihg first quarter of 2011, as the Company had dafftcauthorized and unissued shares of
common stock available to settle all of the potdrdonversion rights. Due to the timing betweesn @ompany's annual grant of stock based
compensation on July 1, 2011 and the partial caieerof the Company's 15% Convertible Senior DistdNptes due 2013 on July 15, 2011,
the Company had an insignificant amount of actiasgociated with its embedded derivatives durieglinee months ended September 30,
2011. The Company has recognized the gains orddss® changes in fair values of these derivatigtruments in other income (expense) in
the consolidated statements of operations. A€timapany was no longer required to recognize alifiglior the equity conversion rights
associated with its debt instruments during thet fluarter 2011, Level 3 did not have any gainssses reflected in its operating results for
three and nine months ended September 30, 2014ngek in these derivatives resulted in the Comparggnizing no gain and a $10 million
gain during the three and nine months ended Segtestl 2010 .

The Company is exposed to credit related losstseirvent of non-performance by counterparties.chumterparties to any of the
financial derivatives the Company enters into asgominstitutions with investment grade creditmgg. The Company evaluates counterparty
credit risk before entering into any hedge trarieacnd continues to closely monitor the finanamarket and the risk that its counterparties
will default on their obligations. This credit risgk generally limited to the unrealized gains ialsgontracts, should any of these counterparties
fail to perform as contracted.

Amounts accumulated in AOCI related to derivatiges indirectly recognized in earnings as perioditieaments occur throughout the
term of the swaps, when the related interest pajsrae made on the Company'’s variable-rate debbf&September 30, 2011 , the Company
had the following outstanding derivatives that waesignated as cash flow hedges of interest rslte ri
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Number of Notional
Interest Rate Derivative Instruments (in Millions)
Interest rate swaps Two $ 1,00(

The table below presents the fair value of the Camgfs derivative financial instruments as well lasitt classification on the
consolidated balance sheets as follows (in millions

Liability Derivatives

September 30, 2011 December 31, 2010
Derivatives designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Cash flow hedging contracts Other noncurrent liabilities  $ 98 Other noncurrent liabilities  $ 10€

Liability Derivatives

September 30, 2011 December 31, 2010
Derivatives not designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Embedded equity conversion rights Other noncurrent liabilities  $ = Other noncurrent liabilities  $ =

The amount of gains (losses) recognized in Otloen@ehensive Loss consists of the following (inliorils):

Derivatives designated as hedging instruments 2011 2010
Cash flow hedging contracts
Three months ended September 30, $ 2 3 9)
Nine months ended September 30, $ 10 $ (30)

The amount of gains (losses) reclassified from A@dhcome/Loss (effective portions) consists @& tbllowing (in millions):

Derivatives designated as hedging instruments Income Statement Location 2011 2010
Cash flow hedging contracts:
Three months ended September 30, Interest Expense $ (12) $ (11)
Nine months ended September 30, Interest Expense $ (35 $ (34)

Changes in the fair value of interest rate swagfgdated as hedging instruments of the variahilitgash flows associated with
floating-rate, long-term debt obligations are repdrin AOCI. These amounts subsequently are refiasmto interest expense as a yield
adjustment of the hedged debt obligation in theespariod in which the related interest on the flaatrate debt obligations affects earnings.
Amounts currently included in AOCI will be reclafésd to earnings prior to the settlement of themehdlow hedging contracts in 2014. The
Company estimates that $47 million of net lossetherinterest rate swaps (based on the estimaORIcurve as of September 30, 2011)
will be reclassified into earnings within the néwelve months. The Company’s interest rate swapeagents designated as cash flow hedging
contracts qualify as effective hedge relationshépsl as a result, hedge ineffectiveness was nariakin any of the periods presented.
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The effect of the Company’s derivatives not desigdas hedging instruments on net loss is as fali@gvmillions):

Derivatives not designated as

Location of Gain Recognized in
hedging instruments

Income/Loss on Derivative 2011

2010
Embedded equity conversion rights:
Three months ended September 30, Other Income (Expense)—Other, net $ — —
Nine months ended September 30, Other Income (Expense)—Other, net $ —  $ 10
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(8) Long-Term Debt

As of September 30, 2011 and December 31, 201t;tlerm debt was as follows:

September 30, December 31,

(dollars in millions) 2011 2010
Senior Secured Term Loan due 2014 (2.4961%, 2.4924%11.5% as of September 30, 2011
2.5391%, 2.5391%, and 11.5% as of December 31, #01fe $1 billion, $400 million, and $28!
million tranches, respectively) $ 1,68 $ 1,68(
Senior Notes due 2014 (9.25%) 807 1,25(
Floating Rate Senior Notes due 2015 (4.2018% &epfember 30, 2011 and 4.344% as of
December 31, 2010) 30C 30C
Senior Notes due 2017 (8.75%) 70C 70C
Senior Notes due 2018 (10.0%) 64C 64C
Senior Notes due 2019 (11.875%) 60t —
Senior Notes due 2019 (9.375%) 50C —
Senior Notes due 2019 (8.125%) 1,20( —
Convertible Senior Notes due 2011 (5.25%) — 19¢
Convertible Senior Notes due 2012 (3.5%) 274 294
Convertible Senior Notes due 2013 (15.0%) 272 40C
Convertible Senior Discount Notes due 2013 (9.0%) — 29t
Convertible Senior Notes due 2015 (7.0%) 20C 20C
Convertible Senior Notes due 2015 Series B (7.0%) 27t 27¢
Convertible Senior Notes due 2016 (6.5%) 201 201
Commercial Mortgage due 2015 (9.86%) 65 67
Capital Leases 28 28

Total Debt Obligations 7,740 6,52
Unamortized (Discount) Premium:
Discount on Senior Secured Term Loan due 2014 D Q)
Premium on Senior Notes due 2014 (9.25%) 4 7
Discount on Senior Notes due 2018 (10.0%) (12) (12
Discount on Senior Notes due 2019 (11.875%) (10 —
Discount on Senior Notes due 2019 (9.375%) 9 —
Discount on Senior Notes due 2019 (8.125%) (9) —
Discount on Convertible Senior Notes due 2011 @&P5 — (20
Discount on Convertible Senior Notes due 2012 (3.5% (19 (29
Discount on Convertible Senior Notes due 2015 (7.0% (©)] (3)
Discount due to embedded derivative contracts (9) (22)

Total Unamortized (Discount) Premium (62 (79
Carrying Value of Debt 7,68¢ 6,44¢

Less current portion (265) (180)
Long-term Debt, less current portion $ 7,420 $ 6,26¢

Approximately $274 million of the Company’s 3.5%r@ertible Senior Notes due 2012 have been reciedsiito the current portion
of long-term debt based on the contractual matuidtye in June 2012.
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2011 Debt Issuance and Related Redemptions
8.125% Senior Notes Due 2019

In June 2011, Level 3 Escrow, Inc. (“Level 3 Escipwan indirect, wholly owned subsidiary of LevelC®mmunications, Inc., issued
$600 million in aggregate principal amount of it2% Senior Notes due 2019 (the “ 8.125% Senidedp Level 3 Escrow issued the
8.125% Senior Notes due 2019 to investors at & @i®9.264% of their principal amount. The debuance discount of approximately $4
million was reflected as a reduction in long-terebbtiand was being amortized as interest expensalw®eginning initial term of the 8.125%
Senior Notes using the effective interest methadlaAesult of certain conditions that could havgied Level 3 Escrow to redeem the notes
on or before April 10, 2012, discussed further belthe initial term of the 8.125% Senior Notes wiaemed to be through April 2012. When
the contingency was resolved, the Company recladdifiese notes into lortgrm debt as of September 30, 2011 and the rengaielated dek
issue discount will be amortized as interest expaver the remaining term of the 8.125% Senior 8lofde 8.125% Senior Notes will mature
on July 1, 2019 and are not currently guaranteednyyof the Company’s subsidiaries. Interest omittes accrues at 8.125% per year and is
payable on January 1 and July 1, beginning on Jgriy£2012.

In July 2011, Level 3 Escrow issued an additior&@million in aggregate principal amount of it435% Senior Notes due 2019
under the same indenture as the 8.125% Senior Ms@sd in June, which are treated under that toderas a single series of notes. The new
8.125% Senior Notes due 2019 were priced to investt98.545% of their principal amount, plus aedrinterest from June 9, 2011 when the
original notes were issued, and will mature on Jylg019. The debt issuance discount of approxim&@ million was reflected as a reduction
in long-term debt and was amortized as interes¢es@ over the beginning initial term of the 8.125&fior Notes using the effective interest
method. As a result of certain conditions that ddwdve required Level 3 Escrow to redeem thesesrasteor before April 10, 2012, the initial
term of these 8.125% Senior Notes was deemed tiorbegh April 2012. When the contingency was resdlin connection with the
Amalgamation, the Company reclassified these rniatedong-term debt and the remaining related d&hie discount will be amortized as
interest expense over the remaining term of th2®4d Senior Notes.

The gross proceeds from the offering of the 8.1Zior Notes were deposited into a segregatedwesmroount and were to remain
in escrow until the date of the satisfaction oftaierescrow conditions including, but not limitexj the substantially concurrent consummation
of the acquisition by Level 3 of Global Crossingguant to the Amalgamation Agreement and the assomepf the 8.125% Senior Notes by
Level 3 Financing, Inc. (the “Notes Assumptionth conjunction with the completion of the Amalgainaton October 4, 2011 (see Note 2 -
Events Associated with the Amalgamation of Globalssing), the escrow conditions were satisfied.tisduance costs of approximately $ 32
million will be capitalized and amortized over tteem of the 8.125% Senior Notes using the effedtiterest rate method. Level 3 Financing
assumed the obligations under the 8.125% Seniced\artd the notes were reclassified to long-ternh idethird quarter 2011. Following the
release of the escrowed funds in connection wighNbtes Assumption, the escrowed funds were usegfitance certain existing indebtedn
of Global Crossing in connection with the closirighee Amalgamation.

The 8.125% Senior Notes will be subject to redeampét the option of Level 3 Financing, in wholeropart, at any time or from time
to time, upon not less than 30 nor more than 6@'dayor notice, (i) prior to July 1, 2015, at 10G%fthe principal amount of 8.125% Senior
Notes so redeemed plus (A) the applicable r-whole premium set forth in the Indenture, as ofrégeemption date and (B) accrued and un
interest thereon (if any) up to, but not includittte redemption date, and on and after April 1,52@t the redemption prices set forth below
(expressed as a percentage of principal amoun®,gaicrued and unpaid interest thereon (if anytbuput not including the redemption date, if
redeemed during the twelve months beginning Aprdflthe years indicated below:
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Reder_nption
Year Price
2015 104.06:%
2016 102.03%
2017 100.00(%

At any time or from time to time after the Notessémption and on or prior to April 1, 2014, up t&/85f the original aggregate
principal amount of the 8.125% Senior Notes maydokeemed at a redemption price equal to 108.125%egbrincipal amount of the 8.125%
Senior Notes so redeemed, plus accrued and ungeigst thereon (if any) up to, but not includihg tedemption date, with the net cash
proceeds contributed from one or more private presgs of Level 3 or underwritten public offeringscommon stock of Level 3 resulting, in
each case, in gross proceeds of at least $10@mitlithe aggregate. However, at least 65% of thygnal aggregate principal amount of the
8.125% Senior Notes must remain outstanding imntelgiafter giving effect to such redemption. Angkuedemption shall be made witltf
days following such private placement or publieafig upon not less than 30 nor more than 60 dayst notice.

The offering of the 8.125% Senior Notes was notsteged under the Securities Act of 1933, as amérated the 8.125%enior Note
may not be offered or sold in the United Stategabeegistration or an applicable exemption frogistation requirements. The 8.125%
Senior Notes were sold to “qualified institutiomaiyers” as defined in Rule 144A under the Securitiet of 1933, as amended, and non-U.S.
persons outside the United States under Regul&tiamder the Securities Act of 1933, as amended.

In connection with the offering of the 8.125% Serimtes, the Company entered into registrationtsigigreements pursuant to which
Level 3 agreed to file a registration statemergxchange the offered notes with new notes thasuatvstantially identical in all material
respects, and to use commercially reasonable effoitause the registration statement to be dec&ffective no later than 270 days after
October 4, 2011. The maximum consideration thalccba transferred to the initial purchasers purst@ithe registration rights agreement in
the event of a Registration Default, as definedpiscial interest on the principal amount of thei@eNotes not to exceed 1% per annum.

9.375% Senior Notes Due 2019

On March 4, 2011, the Company’s wholly owned subsyd Level 3 Financing, Inc. (“Level 3 Financing®sued $500 million
aggregate principal amount of its 9.375% SenioreNae 2019 (the “ 9.375% Senior Notes”) at a pfc@8.001% of their principal amount.
The net proceeds from the offering, were useddeem a portion of Level 3 Financing’s outstandirZh% Senior Notes due 2014 on April 4,
2011. The debt issuance discount of approximatedyrillion is reflected as a reduction in long-tedebt and is being amortized as interest
expense over the term of the 9.375% Senior Notieg tise effective interest method. The 9.375% @eNbtes are senior unsecured
obligations of Level 3 Financing, ranking equatight of payment with all other senior unsecurefigattions of Level 3 Financing. Level 3 h
guaranteed the 9.375% Senior Notes. The 9.375%SHotes will mature on April 1, 2019. Interesttbie Notes will be payable on April 1
and October 1 of each year, beginning on Octob2011.

Debt issuance costs of approximately $11 milliomereapitalized and are being amortized over tha tefrthe 9.375% Senior Notes
using the effective interest rate method.
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The 9.375% Senior Notes Due 2019 are subject metion at the option of Level 3 Financing in whotdn part, at any time or
from time to time, prior to April 1, 2015, at 1008bthe principal amount of 9.375% Senior Notesesteemed plus (A) the applicable make-
whole premium set forth in the Indenture, as ofré@emption date and (B) accrued and unpaid irttéreszon (if any) up to, but not including,
the redemption date, and on or after April 1, 2818e redemption prices (expressed as a perceotggimcipal amount) set forth below, plus
accrued and unpaid interest thereon to the redemgtte, if redeemed during the twelve months beaginApril 1, of the years indicated
below:

Redemption
Year Price
2015 104.68¢%%
2016 102.34%
2017 100.00(%

At any time or from time to time on or prior to Alpt, 2014, Level 3 Financing may redeem up to 3§%he original aggregate
principal amount of the 9.375% Senior Notes atdemngption price equal to 109.375% of the principabant of the 9.375% Senior Notes so
redeemed, plus accrued and unpaid interest théifeammy) up to, but not including, the redempticate with the net cash proceeds contributed
to the capital of Level 3 Financing from one or mprivate placements or underwritten public offgsimf common stock of Level 3 resulting,
in each case, in gross proceeds of at least $10i6min the aggregate. However, at least 65% efdhginal aggregate principal amount of the
9.375% Senior Notes must remain outstanding imnielgliafter giving effect to such redemption. Anckuedemption shall be made witt8a
days following such private placement or publiceofig upon not less than 30 nor more than 60 dayst notice.

The offering of the 9.375% Senior Notes was najipélly registered under the Securities Act of 1988amended, and included a
registration rights agreement. In July 2011, alihaf originally placed notes were exchanged foewa issue of 9.375% Senior Notes due 2019
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradable.

11.875% Senior Notes Due 2019

In January 2011, in two separate transactions, L@ mmunications, Inc. issued a total of $603iorilaggregate principal amount
of its 11.875% Senior Notes due 2019 (“ 11.875% @ewotes”). The Company issued a portion of its8¥5% Senior Notes due 2019 to
investors at a price of 98.173% of their principaiount. The net proceeds from the issuance of1l87%% Senior Notes due 2019, which
included an $11 million debt issuance discount,enesed to redeem the Company’s 5.25% Convertibi@BBotes due 2011 and exchange
the 9% Convertible Senior Discount Notes due 20dr&nd the first quarter of 2011. The net disconfnapproximately $11 million is reflected
as a reduction in long-term debt and is being airertas interest expense over the term of the 5%&enior Notes using the effective intel
method. The 11.875% Senior Notes will mature dorérary 1, 2019 and are not guaranteed by the Coyigpaubsidiaries. Interest on the
notes accrues at 11.875% per year and is payabd@uinl and October 1 of each year, beginning Apri2011.

Debt issuance costs of approximately $8 millionenveaipitalized and are being amortized over the tdrithe 11.875% Senior Notes
using the effective interest rate method.

The 11.875% Senior Notes are subject to redemptitime option of Level 3 Communications, Inc. inokor in part, at any time or
from time to time, prior to February 1, 2015, a0%®of the principal amount of 11.875% Senior Naesedeemed plus (A) the applicable
make-whole premium set forth in the Indenture, fat® redemption date and (B) accrued and unpaédest thereon (if any) up to, but not
including, the redemption date, and on or afteril&pr2015 at the redemption prices (expressed@eentage of principal amount) set forth
below, plus accrued and unpaid interest theredhe@edemption date, if redeemed during the tweleaths beginning February 1, of the ye
indicated below:
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Redemption
Year Price
2015 105.931%
2016 102.96%
2017 100.00(%

At any time or from time to time on or prior to Fabry 1, 2014, the Company may redeem up to 35&heobriginal aggregate
principal amount of the 11.875% Senior Notes ademption price equal to 111.875% of the princgmbunt of the 11.875% Senior Notes so
redeemed, plus accrued and unpaid interest théifeammy) up to, but not including, the redempticate with the net cash proceeds contributed
to the capital of Level 3 from one or more privplacements of Level 3 or underwritten public offiggs of common stock of Level 3 resulting,
in each case, in gross proceeds of at least $10i6min the aggregate. However, at least 65% efdhginal aggregate principal amount of the
11.875% Senior Notes must remain outstanding imatelyi after giving effect to such redemption. Amls redemption shall be made within
90 days following such private placement or pubffering upon not less than 30 nor more than 6Gdasor notice.

The offering of the 11.875% Senior Notes was nigfioally registered under the Securities Act of 398s amended, and included a
registration rights agreement. In July 2011, alihef originally placed notes were exchanged foewa issue of 11.875% Senior Notes due 2019
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradeable.

2011 Debt Redemptions, Exchanges, and Conversions

In August 2011, the Company repurchased approxisn&29 million of its 3.5% Convertible Senior Notdge 2012 at a price of
98.875% of the principal amount. The Company recmgha loss on extinguishment of less than $1 onilin the third quarter of 2011
associated with the repurchase of the 3.5% Corlerienior Notes due 2012.

On July 15, 2011, certain holders converted apprateély $128 million of the Company's 15% ConvesiSkenior Notes due in 2013
to common equity. Upon conversion, the Companyedsan aggregate of approximately 5 million shafdswgel 3's common stock on a split
adjusted basis, representing the approximatelyhares per $1,000 note into which the notes wene ¢tbavertible. Level 3 also paid an
aggregate of approximately $29 million in cash,iegjent to $225 per $1,000 note, representing ésethat would have been due from
conversion through the maturity date, which wasgeized as a loss on inducement and included ito#seon extinguishment of debt.
Following the partial conversion of the 15% Conilaet Senior Notes, approximately $272 million pipad amount of the 15% Convertible
Senior Notes due in 2013 remain outstanding. THé Convertible Senior Notes due in 2013 are noabddl prior to maturity in January 2013.

In April 2011, in connection with the issuance lné 9.375% Senior Notes due 2019, together with oadtand, the Company
redeemed approximately $443 million aggregate al@amount of its 9.25% Senior Notes due 2014@ice of 104.625% of the principal
amount. The Company recognized a loss on extihgwsit of the portion of the aggregate principal amaf its 9.25%Senior Notes due 20
retired of approximately $23 million in the secayquhrter of 2011.

In the first quarter of 2011, in connection witke tissuance of the 11.875% Senior Notes due 20&L dimpany redeemed the
outstanding $196 million aggregate principal amafré.25% Convertible Senior Notes due 2011 atf@epf 100.75%0f the principal amour
and exchanged the outstanding $295 million aggeegancipal amount of 9% Convertible Senior DiscoNptes due 2013. The Company
recognized a loss of $20 million in the first qearas a result of the redemption of the 5.25% Cuitle Senior Notes due 2011 and the
exchange of the 9% Convertible Senior Discount Bldige 2013.
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2010 Debt Issuances
6.5% Convertible Senior Notes Due 2016

During the third quarter of 2010, the Company iss$75 million aggregate principal amount of it8%.Convertible Senior Notes
due 2016 (the “ 6.5% Convertible Senior Notes”)e et proceeds from the issuance of the 6.5% CtibleeSenior Notes were approximately
$170 million after deducting debt issuance costednnection with the issuance of the Company'$®6CGonvertible Senior Notes, the
Company granted an overallotment option to the omdeers to purchase up to an additional $26 millaggregate principal amount of these
notes less the underwriting discount. The undeensiexercised the overallotment option in full dgrthe fourth quarter of 2010, and the
Company received net proceeds of approximatelySb2tilion , after deducting underwriting discouiatsd commissions. The 6.5%
Convertible Senior Notes will mature on OctobeR@16 and have an interest rate of 6.5% per annumimterest payable semiannually on
April 1 and October 1, beginning April 1, 2011.

Debt issuance costs of approximately $6 millioneveaipitalized and are being amortized over the tdrthe 6.5% Convertible Senior
Notes using the effective interest rate mett

10% Senior Notes Due 2018

During the first quarter of 2010, Level 3 Financiigg. issued $640 million in aggregate principaloaint of its 10% Senior Notes due
2018 (the “ 10% Senior Notes”) in a private offeriiThe net proceeds from the issuance of the 108ioSHotes were $613 million after
deducting a $13 million discount and approximat&ly million of debt issuance costs. The net proseegte used to fund Level 3
Financing, Inc.’s purchase of its 12.25% Seniordsatue 2013 (the “ 12.25% Senior Notes”) in a carecu tender offer and consent
solicitation. The 10% Senior Notes will mature agbFuary 1, 2018 and are guaranteed by Level 3 Carnwations, Inc. and Level 3
Communications, LLC (see Note 13—Condensed Corettirig Financial Information). Interest on the natesrues at 10% per year and is
payable on February 1 and August 1 of each yeaginbisg August 1, 2010.

The offering of the 10% Senior Notes was not oajinregistered under the Securities Act of 1933amended, and included a
registration rights agreement. In June 2010, fathe originally placed notes were exchanged foew issue of 10% Senior Notes due 2018
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradeable.

2010 Tender Offer

In the first quarter of 2010, Level 3 Financings.lsommenced a tender offer to purchase for caglaad all of the outstanding $550
million aggregate principal amount of its 12.25%i8e Notes for a price equal to $1,080 per $1,008cgpal amount of the notes, which
included $1,050 as the tender offer considerati@h$80 as a consent payment (the “ 12.25% Tender'®fln connection with the 12.25%
Tender Offer, Level 3 and Level 3 Financing, Iraigted consents to certain proposed amendmertetindenture governing the 12.25%
Senior Notes to eliminate substantially all of toeenants, certain repurchase rights and certantewf default and related provisions
contained in the indenture.

Holders of the 12.25% Senior Notes, representimga@mately 99.4% of the aggregate principal amainthe outstanding 12.25%
Senior Notes, participated in the tender offerthi expiration of the tender offer, an aggregatecfpal amount of approximately $547 million
of notes had been tendered. The Company redeenfielti ime remaining $3 million aggregate princigdithe 12.25% Senior Notes, at a
redemption price equal to 106.125% of the princgrabunt thereof, plus accrued and unpaid interest.

The Company recognized a loss associated with2i25% Tender Offer of approximately $55 million .
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2010 Debt Repayments and Repurchases

In the third quarter of 2010, the Company repa@$88 million aggregate principal amount of its75% Convertible Senior Notes
due 2010 that matured on July 15, 2010.

In the second quarter of 2010, the Company redeathedlthe outstanding $172 million aggregate pipal amount of its 10%
Convertible Senior Notes due 2011 for a price etjué&ll,016.70 per $1,000 principal amount of thies@lus accrued and unpaid interest up
to, but not including the redemption date. The @any used cash on hand to fund the redemptioneskthotes and recognized a loss on
extinguishment of approximately $4 million .

In the first quarter of 2010, the Company repaitl3$tnillion aggregate principal amount of its @énvertible Subordinated Notes ¢
2010 that matured on March 15, 2010. In additiovarious transactions during the first quarte2@10, the Company repurchased $3 million
in aggregate principal amount of 5.25% Convertidmior Notes due 2011, the remaining $3 millioit©10.75% Senior Notes due 2011, and
$2 million aggregate principal amount of 2.875% @amnible Senior Notes due 2010. Repurchases wadkerat prices to par ranging from
95% to 100% , and the Company recognized a neblosese repurchases of less than $1 million .

Long-Term Debt Maturities

Aggregate future contractual maturities of longrietebt and capital leases (excluding issue dissppnémiums and fair value
adjustments) were as follows as of September 301 2@ millions):

2011 (remaining three months) $ 1
2012 27¢
2013 27¢
2014 2,49¢
2015 832
2016 201
Thereafter 3,66%

$ 7,745

See Note 14 - Subsequent Events for additionatnmdition.
(9) Stock-Based Compensation

The following table summarizes non-cash compensatigense and capitalized non-cash compensatighddhree and nine months
ended September 30, 2011 and 2010 (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

0sO $ 3 % 2 $ 7 % 8
Restricted Stock Units and Shares 11 6 18 14
401(k) Match Expense 3 3 10 9
Restricted Stock Unit Bonus Grant 9 9 33 19
26 20 68 50

Capitalized Noncash Compensation — — = —
$ 26 % 20 % 68 $ 50
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The Company capitalizes non-cash compensatioémet employees directly involved in the constructbthe network, installation
of services for customers or development of busisepport systems. As of September 30, 2011 , there approximately 1 million
outperform stock option appreciation units (“OSOalijstanding. As of September 30, 2011 , therewpproximately 2 million nonvested
restricted stock and restricted stock units (“R9Usitstanding.

During the first quarter of 2010, the Company redishe eligibility criteria and grant schedule itsrnon€ash compensation. Effect
April 1, 2010, the Company’s OSOs are granted guigrto certain levels of management and its RSggyeanted annually on July 1 to
management and certain other eligible employeaginD 2010 and 2011 , there were no changes tegbiing schedule, or any other aspects
of the Company’s non-cash compensation plans.
(10) Comprehensive Loss

The components of total comprehensive loss, neb@fs, were as follows (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

Net loss $ (207 $ (163 $ (593 $ (570
Change in cumulative translation adjustment (40) 58 10 (38
Change in unrealized holding gain (loss) on interate

swaps 2 9 10 (30
Other, net 14 1 13 1
Comprehensive loss $ (231) $ (119 ¢ (560 $ (637)

The components of accumulated other comprehensss het of taxes, were as follows (in millions):

September 30, 2011 December 31, 2010

Cumulative translation adjustment $ 65 $ 55
Accumulated net unrealized holding gain (loss)rirrest rate swaps (98) (10¢)
Other, net (32) (45)
Accumulated other comprehensive loss $ (65) $ (98)

(11) Segment Information

Accounting guidance for the disclosures about sedgsnaf an enterprise defines operating segmenteraponents of an enterprise for
which separate financial information is availabtel avhich is evaluated regularly by the Company’igettbperating decision maker, or decision
making group, in deciding how to allocate resouied assess performance. The Company’s operatimngeses are managed separately and
represent separate strategic business units teatdifferent products or services and serve difféimarkets. The Company’s reportable
segments include: communications and coal miniag (¢ote 1 — Summary of Significant Accounting Fiey. Other business interests,
which are not reportable segments, include corpassets and overhead costs that are not attributah specific segment.
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The Company evaluates performance based upon &djEBITDA, as defined by the Company, as net incoss) from the
consolidated statements of operations before ¢bnire tax benefit (expense), (2) total other inc¢expense), (3) nonash impairment charg
included within restructuring and impairment chargd) depreciation and amortization expense apddb-cash stock compensation expense
included within selling, general and administratéxgenses on the consolidated statements of opesati

Segment information for the Company’s Communicaiand Coal Mining businesses is summarized asasl{@n millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

Revenue from external customers:
Communications $ 927 $ 89t $ 2,75¢ % 2,681
Coal Mining 20 17 54 43

$ 947 $ 91z $ 2,80¢ $ 2,73(
Adjusted EBITDA:
Communications $ 23 $ 21€ $ 687 $ 627
Coal Mining $ 2 $ 2 % 2 $ —

Communications revenue consists of:

1) Core Network Services includes revenue fromgpart, infrastructure, data, and local and enisgproice communications
services.

2) Wholesale Voice Services includes revenue frong ldistance voice services, including domestic végemination, international
voice termination and toll free services.

3) Other Communications Services includes revérare managed modem and its related reciprocal cosgt®n services and
SBC Contract Services, which includes revenue fitoenSBC Master Services Agreement, which was obdkiin the
December 2005 acquisition of WilTel.

Communications revenue attributable to each ofelsesvices is as follows (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

Communications Services:

Core Network Services Revenue $ 75¢ % 707 3 223: % 2,107

Wholesale Voice Services Revenue 152 161 467 48¢

Other Communications Revenue 16 27 b5 91
Total Communications Revenue $ 927 $ 89% § 2,75¢  $ 2,681

The following information provides a reconciliatiof net loss to Adjusted EBITDA by operating segimes defined by the Compar
for the three and nine months ended September0dd, &nd 2010 (in millions):
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Three Months Ended September 30, 2011
Net income (loss)
Income tax expense
Total other expense
Depreciation and amortization expense
Non-cash compensation expense
Adjusted EBITDA
Total Net Loss for reportable segments
Unallocated corporate expense

Consolidated Net Loss

Nine Months Ended September 30, 2011
Net loss
Income tax expense
Total other expense
Depreciation and amortization expense
Non-cash compensation expense
Adjusted EBITDA
Total Net Loss for reportable segments
Unallocated corporate expense

Consolidated Net Loss

Three Months Ended September 30, 2010
Net income (loss)
Income tax expense
Total other expense
Depreciation and amortization expense
Non-cash compensation expense
Adjusted EBITDA
Total Net Loss for reportable segments
Unallocated corporate income

Consolidated Net Loss

Coal
Communications Mining
$ (203 $ 1
6 —
204 —
20¢ 1
26 —
$ 23€ 2
(202)
©)
(207)
Coal
Communications Mining
$ (582) 1)
36 —
55¢ —
61z 3
68 —
$ 687 2
(583)
(19
(593)
Coal
Communications Mining
$ (16%) 1
1 _
144 =
214 1
20 —
$ 21€ 2
(162)
€
(169)
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Nine Months Ended September 30, 2010 Communications M?rﬁﬁlg
Net loss $ (565 $ 2
Income tax expense 2 —
Total other (income) expense 48C (D)
Depreciation and amortization expense 66C 3
Non-cash compensation expense 50 —
Adjusted EBITDA $ 627 $ —
Total Net Loss for reportable segments $ (567)
Unallocated corporate expense (3)
Consolidated Net Loss $ (570

Due to the Amalgamation with Global Crossing cortgrdeon October 4, 2011, the Company may need tdafynibeé manner in which
components of the Company are evaluated for peeoo@ and resource allocation, which in turn, mégcathe Company's reportable
operating segments in future periods.

(12) Commitments, Contingencies and Other Items

Level 3 Communications, Inc. and certain of itssidiaries (the “companies”) are parties to a nunabgrurported class action
lawsuits involving the companies’ right to instéilier optic cable network in railroad right-of-wagdjacent to plaintiffs’ land. The only lawsuit
in which a class has been certified against thepaomes occurred ifKoyle, et. al. v. Level 3 Communications, Inc.aét. a purported twastate
class action filed in the United States Districu@dor the District of Idaho. In November 2005¢ tbourt granted class certification only for the
state of Idaho. The companies have defeated mdimortdass certification in a number of these awdibut expect that plaintiffs in the pending
lawsuits will continue to seek certification of tetwide or multi-state classes. In general, the @nigs obtained the rights to construct their
networks from railroads, utilities, and others, &ade installed their networks along the rightssafy so granted. Plaintiffs in the purported
class actions assert that they are the ownersid§laver which the companies’ fiber optic cablevaeks pass, and that the railroads, utilities,
and others who granted the companies the rightrtstouct and maintain their networks did not hdeelegal authority to do so. The compla
seek damages on theories of trespass, unjust ereithand slander of title and property, as wepasitive damages. The companies have also
received, and may in the future receive, claimsademands related to rights-of-way issues similah&issues in these cases that may be base
on similar or different legal theories.

The companies negotiated a series of class setitsraéfecting all persons who own or owned landct t@xr near railroad rights of
way in which the companies have installed theieffibptic cable network. The United States Dist@iotirt for the District of Massachusetts in
Kingsborough v. Sprint Communications Co. L granted preliminary approval of the proposed settint; however, on September 10, 2009,
the court denied a motion for final approval of #sdtlement on the basis that the court lackedestibjatter jurisdiction and dismissed the ¢

In November 2010, the companies negotiated revdsdttment terms for a series of state class sedtiés affecting all persons who
own or owned land next to or near railroad rigttazay in which the companies have installed thibierf optic cable network. The companies
are currently negotiating certain procedural issuigls legal counsel representing the interesthefdurrent and former landowners with res;
to presentment of the settlement in applicablesglictions. The settlement affecting current andfarlandowners in the state of Idaho was
presented to the United States District Court lierDistrict of Idaho and final approval of the kettent was granted on June 23, 2011. The
settlement has been presented to federal cousesvieral additional states for approval.
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It is still too early for the Company to reach acloision as to the ultimate outcome of these astiblowever, management believes
that the companies have substantial defenses taimas asserted in all of these actions (and anifas claims which may be named in the
future), and intends to defend them vigorously shéisfactory settlement is not ultimately approfadall affected landowners. Additionally,
management believes that any resulting liabilitieghese actions, beyond amounts reserved, wilhmaderially affect the Company’s financial
condition or future results of operations, but coaffect future cash flows.

In February 2009, Level 3 Communications, Inc.taiarof its current officers and a former officeen® named as defendants in
purported class action lawsuits filed in the Uni&tdtes District Court for the District of Coloradwehich have been consolidated asrin
Level 3 Communications, Inc. Securities Litigat (Civil Case No. 09-cv-00200-PAB-CBS). The plaifgtiin each complaint allege, in general,
that throughout the purported class period spetifiehe complaint that the defendants failed sridise material adverse facts about the
Company'’s integration activities, business and afp@ns. The complaints seek damages based on pexipgolations of Section 10(b) of the
Securities Exchange Act of 1934, Securities anchBrge Commission Rule 10b-5 promulgated thereusmtigiSection 20(a) of the Securities
Exchange Act of 1934. On May 4, 2009, the Courtoiied a lead plaintiff in the case, and on Sep&m@9, 2009, the lead plaintiff filed a
Consolidated Class Action Complaint (the “Complgird motion to dismiss the Complaint was filed thie Company and the other named
defendants. While the motion to dismiss the Commplaias pending, the court granted the lead pldistifiotion to further amend the Compil:
(the “Amended Compliant”). Thereafter, the Compang the other defendants named in the Amended @Gimbfiled a motion to dismiss the
Amended Complaint with prejudice. The court graritéd motion to dismiss with prejudice, and thermiéf has appealed the decision to the
Tenth Circuit Court of Appeals.

It remains too early for the Company to reach achsion as to the ultimate outcome of these actiblasvever, management believes
that the Company has substantial defenses to éirachsserted in all of these actions (and anyaimiaims which may be named in the
future) and intends to defend these actions vigalyou

In March 2009, Level 3 Communications, Inc., a®mimal defendant, certain of its directors anctiterent officers, and a former
officer, were named as defendants in purporteckbtider derivative actions in the District CourtoBmfield County, Colorado, which have
been consolidated as Ire Level 3 Communications, Inc. Derivative Litigeti(lLead Case No. 2009CV59pn December 11, 2009, Level 3
Communications, Inc., as a nominal defendant, icedfits directors and current officers, and arfer officer, were named as defendants in a
purported stockholder derivative action in the ¥diGtates District Court for the District of Coldecein Iron Workers District Council Of
Tennessee Valley & Vicinity Pension Plan v. Lev€b&munications, Inc., et. §ICivil Case No. 09cv02914)The Plaintiffs allege that durir
the period specified in the complaints the namddraiants failed to disclose material adverse fabtait the Company’s integration activities,
business and operations. The complaints seek danwagieehalf of the Company based on purported besaaf fiduciary duties for
disseminating false and misleading statements aifidg to maintain internal controls; unjust enmoént; abuse of control; gross
mismanagement; waste of corporate assets; andresiffect to certain defendants, breach of fiduddaties in connection with the resignation
of Kevin O’Hara. The parties have agreed to a tammyocstay of all activities in the state court ang pending the outcome of the motion to
dismiss or other relevant time periods in the séesrlitigation described above. The stay in thddral court action has been lifted and the
parties are engaged in the filing of additionabgli@gs and motions prior to the commencement afodisry.

It remains too early for the Company to reach achimion as to the ultimate outcome of these devigatctions. However,

management believes that the complaints have nwseleficiencies including that each plaintiff faileo make a demand on the Company’s
Board of Directors before filing the suit.
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In March 2009, late April 2009 and early May 2008yel 3 Communications, Inc., the Level 3 Commutiarss, Inc. 401(k) Plan
Committee and certain current and former officerd directors of Level 3 Communications, Inc. weagned as defendants in purported class
action lawsuits filed in the U.S. District Court fihe District of Colorado. These cases have beesdalidated asValter v. Level 3
Communications, Inc., et. al(,Civil Case No. 09cv00658)The complaint alleges breaches of fiduciary amgotiuties under the Employee
Retirement Income Security Act (“ERISA”) with regpéo investments in the Company’s common stocH freindividual participant accounts
in the Level 3 Communications, Inc. 401(k) PlaneT™omplaint claims that those investments were uidpnt for reasons that are similar to
those alleged in the securities and derivativeoastdescribed above.

The parties have reached a settlement in prineipteare preparing settlement documents for prets@mta the court for approval.
Additionally, management believes that any resgltiabilities for these actions, beyond amounternesd, will not materially affect the
Company'’s financial condition or future resultsoplerations or future cash flows.

It remains too early for the Company to reach achimion as to the ultimate outcome of these ERI8#0as. However, management
believes that the Company has substantial deféogbe claims asserted in all of these actions @mdsimilar claims which may be named in
the future) and intends to defend these actionsrweigsly if the settlement is not approved.

The Company and its subsidiaries are parties toyrottrer legal proceedings. Management believesatmaresulting liabilities for
these legal proceedings, beyond amounts resenitbdoivmaterially affect the Company’s financialradition or future results of operations,
but could affect future cash flows.

Letters of Credi

It is customary in Level 3's industries to use wasd financial instruments in the normal courseudibess. These instruments include
letters of credit. Letters of credit are conditiboemmitments issued on behalf of Level 3 in aceok with specified terms and conditions. As
of September 30, 2011 and December 31, 2010 , [3kab outstanding letters of credit of approxinya#22 million , which are collateralized
by cash, that is reflected on the consolidatednu@aheets as restricted cash. The Company doégliete it is reasonable to estimate the fair
value of the letters of credit and does not beliexgosure to loss is reasonably possible nor naédteri

(13) Condensed Consolidating Financial Information

Level 3 Financing, a wholly owned subsidiary of @@mpany, has issued Senior Notes that are unskobtigations of Level 3
Financing; however, they are also jointly and sayiand fully and unconditionally guaranteed onuaisecured senior basis by Level 3
Communications, Inc. and Level 3 CommunicationsCLLLevel 3 Communications, LLC has also providegiarantee of the 9.375% Senior
Notes due 2019, which became registered secuuipies the completion of the exchange offer dategd Ju2011.

In conjunction with the registration of the Seni\wtes, the accompanying condensed consolidatimgdial information has been
prepared and presented pursuant to SEC RegulatitoR@e 3-10 “Financial statements of guarantors affiliates whose securities
collateralize an issue registered or being regsitér

The operating activities of the separate legatiestincluded in the Company’s consolidated finahstatements are interdependent.
The accompanying condensed consolidating finamtiatimation presents the results of operationsirfgial position and cash flows of each
legal entity and, on an aggregate basis, the othrerguarantor subsidiaries based on amounts ircbyresuch entities, and is not intended to
present the operating results of those legal estiin a stand-alone basis. Level 3 Communicatidrs,leases equipment and certain facilities
from other wholly owned subsidiaries of Level 3 Gommications, Inc. These transactions are eliminateéde consolidated results of the
Company.
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Condensed Consolidating Statements of Operations
For the three months ended September 30, 2011

Other
Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ — — 60t $ 39¢ (57) $ 947
Costs and Expenses:
Cost of Revenue — — 222 192 (54) 36C
Depreciation and
Amortization — — 10z 10z — 204
Selling, General and
Administrative — — 32¢ 50 3 37t
Total Costs and
Expenses — — 652 344 (57) 93¢
Operating (Loss) Income — — (47 55 — 8
Other Income (Expense)
Interest expense (52) (99) — (28) — (17¢)
Interest income
(expense) affiliates, net 212 35C (514) (48) — —
Equity in net earnings
(losses) of subsidiaries (33¢) (589 29 — 89¢ —
Other, net (30 — 2 3) — (31
Other Income
(Expense) (207) (339 (483) (79) 89¢ (209)
(Loss) Income Before
Income Taxes (207) (338 (530 (29 89¢ (201
Income Tax Expense — — (D) 5) — (6)
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Condensed Consolidating Statements of Operations
For the nine months ended September 30, 2011

Revenue $

Costs and Expenses:
Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Total Costs and
Expenses

Operating (Loss) Income
Other Income (Expense):
Interest expense

Interest income
(expense) affiliates, net
Equity in net earnings
(losses) of subsidiaries

Other, net

Other Income
(Expense)

(Loss) Income Before
Income Taxes

Income Tax Expense

Net (Loss) Income $

Other
Level 3 Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)

— 3 = 1,741 $ 1,23¢ $ (169 $ 2,80¢
— — 65¢ 60C (160) 1,09¢
— — 30¢ 30€ — 61t
1 - 941 15€ (9) 1,08¢
1 — 1,90¢ 1,06z (169) 2,807
(1) — (167) 174 — 6
(163) (29¢€) 2 (39 — (495)
632 1,06¢ (1,545) (157) — —
(1,019 (1,767 107 - 2,66¢ o
(51) (23) 8 2 — (68)
(592) (1,01)) (1,437 (193) 2,66¢ (562)
(599 (1,011 (1,599 (19 2,66¢ (557)
— — (22) (15 — (36)
(593 $ (1,011 (1,620 $ (34 $ 2,665 $ (599)
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Condensed Consolidating Statements of Operations
For the three months ended September 30, 2010

Revenue $

Costs and Expenses:
Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and
Expenses

Operating (Loss) Income
Other Income (Expense)
Interest expense

Interest income
(expense) affiliates, ne
Equity in net earnings
(losses) of subsidiaries
Other, net

Other Income
(Expense)

(Loss) Income Before
Income Taxes

Income Tax Expense

Net (Loss) Income

Other
Level 3 Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
— % — 51 $ 454 (60) $ 912
— — 207 21¢ (57) 36¢
— — 107 10€ — 21¢
1 - 29¢ 49 (3) 34E
— — 1 — — 1
1 — 617 37E (60) 92¢
@ — (95 79 — ()]
(47) (99 (€ @) — (144
19¢ 322 (479 (45) — —
(3149 (54E) 42 — 817 —
_ — 2 (€)) = ©)
(162) (314) (43€) (50) 817 (145)
(169) (314 (531) 29 817 (162)
— — @ — — @
$ (163 $ (3149 (532) $ 29 817 $ (163)
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Condensed Consolidating Statements of Operations
For the nine months ended September 30, 2010

Revenue
Costs and Expenses:
Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and
Expenses

Operating (Loss) Income
Other Income (Expense)
Interest expense

Interest income
(expense) affiliates, ne
Equity in net earnings
(losses) of subsidiaries
Other, net

Other Income
(Expense)

(Loss) Income Before
Income Taxes

Income Tax Expense

Net (Loss) Income

Other
Level 3 Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
$ — 3 — 1,50¢ $ 1,39¢ a7z $ 2,73(
— — 605 68E (163) 1,12¢
— — 32t 33¢ — 663
2 - 88¢ 147 (9) 1,02¢
— — 1 1 — 2
2 — 1,81¢ 1,171 (172) 2,81¢
2 — (307) 22 — (86)
(148 (282 (€8] @) — (43¢)
597 974 (1,419 (157) — —
(1,029 (1,660 12¢ — 2,55¢ —
6 (55) 4) 9 — (44
(56€) (1,029 (1,290) (155) 2,55¢ (482)
(570) (1,029 (1,597) 68 2,55¢ (56€)
— — &) — — @
$ (570) $ (1,029 (1,599 $ 68 255 % (570)
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Condensed Consolidating Balance Sheets
September 30, 2011

Assets
Current Assets:

Cash and cash
equivalents $

Restricted cash and
securities

Receivables
Due from (to) affiliates
Other

Total Current Assets

Property, Plant and
Equipment, net

Restricted Cash and
Securities

Goodwill and Other
Intangibles, net

Investment in Subsidiarie
Other Assets, net

Total Assets $

Liabilities and

Stockholders’ Equity

(Deficit)

Current Liabilities:
Accounts payable $

Current portion of long-
term debt

Accrued payroll and
employee benefits

Accrued interest

Current portion of
deferred revenue

Other

Total Current Liabilities

Long-Term Debt, less
current portion

Deferred Revenue, less
current portion

Other Liabilities

Commitments and
Contingencies

Stockholders’ Equity
(Deficit)

Total Liabilities and
Stockholders’ Equity
(Deficit) $

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
4 3 6 $ 32¢ % 82 $ 461
— — 1 1,25¢ 1,25¢
— — 95 242 337
12,63t 12,26 (27,309 2,40z —
4 11 54 35 104
12,68: 12,28¢ (26,82%) 4,01¢ 2,161
— — 2,82¢ 2,29: 5,117
18 — 22 81 121
— — 49¢€ 1,23 1,72¢
(11,379 (18,897 3,39¢ — 26,86¢ —
13 41 7 66 127
1,341 $ (6,566 $ (20,080 $ 7,691 $ 26,86¢ 9,25¢
1 $ — 9 39 $ 30z $ 34z
261 — 2 2 26E
— — 71 6 77
55 10z — 32 18¢
— — 11C 30 14C
— 1 57 32 9C
317 10z 27¢ 404 1,10¢
1,531 4,60¢ 23 1,257 7,42(
— — 684 58 742
16 99 15C 247 512
(529 (11,37) (21,219 5,72t 26,86¢ (529)
1,341 $ (6,566 $ (20,080 $ 7,691 $ 26,86¢ 9,25¢
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Condensed Consolidating Balance Sheets
December 31, 2010

Assets
Current Assets:

Cash and cash
equivalents $

Restricted cash and
securities

Receivables
Due from (to) affiliates
Other

Total Current Assets
Property, Plant and
Equipment, net

Restricted Cash and
Securities

Goodwill and Other
Intangibles, net

Investment in Subsidiarie
Other Assets, net

Total Assets $

Liabilities and

Stockholders’ Equity

(Deficit)

Current Liabilities:
Accounts payable $

Current portion of long-
term debt

Accrued payroll and
employee benefits

Accrued interest

Current portion of
deferred revenue

Other

Total Current Liabilities
Long-Term Debt, less
current portion

Deferred Revenue, less
current portion

Other Liabilities
Commitments and
Contingencies

Stockholders’ Equity
(Deficit)

Total Liabilities and
Stockholders’ Equity
(Deficit) $

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
172 $ 7 $ 35C $ 86 $ 61€
— — 1 1 2
— — 46 21¢ 264
11,927 11,42¢ (26,099 2,74: —
4 10 41 35 9C
12,10¢ 11,44: (25,655 3,082 972
— — 2,931 2,36¢ 5,30z
18 — 21 81 12C
— — 54: 1,25k 1,79¢
(10,43)) (17,179 3,57¢ — 24,03¢ —
9 65 6 83 163
1,69 $ (5,670 $ (18,579 $ 6,86 $ 24,03¢ 8,35t
1 3 — 3 57 $ 271 $ 32¢
17¢€ — 2 2 18C
— — 78 6 84
47 99 — — 14¢
— — 11F 36 151
— 1 65 — 66
224 10C 317 31¢E 95€
1,61z 4,56¢ 24 68 6,26¢
— — 672 63 73€
15 107 154 27€ 552
(157) (10,447 (19,747 6,14< 24,03¢ (157)
1,69¢ $ (5,670 $ (18,579 $ 6,86 $ 24,03¢ 8,35¢
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Condensed Consolidating Statements of Cash Flows
For the nine months ended September 30, 2011

Net Cash Provided by
(Used in) Operating
Activities

Cash Flows from
Investing Activities:

Capital expenditures
Increase in restricted
cash and securities, net
Proceeds from sale of

property, plant and
equipment

Net Cash Used in
Investing Activities

Cash Flows from
Financing Activities:
Long-term debt

borrowings, net of
issuance costs

Payments on and
repurchases of long-
term debt, including
current portion and
refinancing costs

Increase (decrease) due
from affiliates, net

Net Cash Provided by
(Used in) Financing
Activities

Effect of Exchange Rates
on Cash and Cash
Equivalents

Net Change in Cash and
Cash Equivalents

Cash and Cash
Equivalents at Beginning
of Period

Cash and Cash
Equivalents at End of
Period

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)

(129 $ (279 $ 15 $ 454 $ 19¢

— — (14€) (204) (350)

_ — — (63) (63

— — 1 3 4

— — (14E) (264) (409)

292 474 — (1) 76¢

(245) (463) — (©)] (717)

(47 267 (29) (191) —

— 27¢ (29) (195) 54

— — — 1 1

(229 (D) (22) 4 (155)

172 7 35C 86 61€

44 $ 6 $ 32¢ % 82 $ 461

38




Table of Contents

Condensed Consolidating Statements of Cash Flows
For the nine months ended September 30, 2010

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total

(dollars in millions)
Net Cash Provided by
(Used in) Operating
Activities $ (131 $ 277 $ (28) $ 58t $ — ¢ 14¢
Cash Flows from
Investing Activities:

Capital expenditures — — (117) (202) — (319
Decrease in restricted
cash and securities, net — — 3 1 — 4

Proceeds from sale of
property, plant, and

equipment = = — 1 — 1
Net Cash Used in
Investing Activities — — (1149) (200) — (319

Cash Flows from
Financing Activities:
Long-term debt

borrowings, net of
issuance costs 17C 61< — — — 78¢<

Payments on and
repurchases of long-
term debt, including
current portion and

refinancing costs (329 (599 2) 2) — (929
Increase (decrease) due
from affiliates, net 224 262 (19 (467) — —

Net Cash Provided by

(Used in) Financing

Activities 66 27¢€ (20) (46¢) — (14¢)
Effect of Exchange Rates

on Cash and Cash

Equivalents — — — @) — @)
Net Change in Cash and
Cash Equivalents (65) @ (162) (90 — (318

Cash and Cash

Equivalents at Beginning
of Period 23€ 8 431 161 — 83¢

Cash and Cash

Equivalents at End of
pgriod $ 171 $ 7 $ 26 $ 71 $ — 51¢
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(14) Subsequent Events

The Company transferred the listing of its commimelsto the New York Stock Exchange (“NYSE”) andyae trading on a reverse
stock split adjusted basis on October 20, 2011 uitsleurrent ticker symbol “LVLT.”

In connection with the closing of the Amalgamat{&®e Note 2 - Events Associated with the Amalgamnatf Global Crossing),
Level 3 Financing amended its existing credit agrest to incur an additional $ 650 million of borriogs through an additional Tranche. The
Company issued the Tranche B Il Term Loan to inwssat a price of 99% of its principal amount. Tiee discount of approximately $ 6.5
million will be reflected as a reduction in long+tedebt and amortized as interest expense oveetheof the Tranche B Il Term Loan using
the effective interest method. The Tranche B linfé&oan will accrue interest at 4.25% plus LIBORvith a LIBOR minimum of 1.5% ), with
interest payments due quarterly. The net proceeds the Tranche B Il Term Loan were used to consatarthe Amalgamation, to refinance
certain existing indebtedness of Global Crossingoinnection with the consummation of the Amalgaoratind for general corporate purposes.

On November 4, 2011, the Company announced theatiagkof a $ 550 million senior secured term Idamugh an additional
Tranche of its existing Senior Secured Term Loam 20014 (the "Tranche B Ill Term Loan"). The netq@eds along with cash on hand will be
used to redeem the 3.5% Convertible Senior Notesrddune 2012 and repay the $ 280 million Trar®f@rm Loan that is outstanding under
the existing Senior Secured Term Loan.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Level 3 Communications, Inc. and itbsidiaries (“Level 3" or the
“Company”) consolidated financial statements (ilahg the notes thereto), included elsewhere heméhthe Form 10-K for the year ended
December 31, 2010 filed with the Securities andiaxge Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumpti
made by and information currently available to @@mpany. When used in this document, the wordscipate”, “believe”, “plan”, “estimate”
and “expect” and similar expressions, as they edlathe Company or its management, are intendebktaify forward-looking statements.
Such statements reflect the current views of the@my with respect to future events and are subjectrtain risks, uncertainties and
assumptions. Should one or more of these riskaogntainties materialize, or should underlying agstions prove incorrect, actual results r
vary materially from those described in this docomE&or a more detailed description of these régks factors, please see the Company's
Form 10-K for the year ended December 31, 2014 fiteh the Securities and Exchange Commission &ard LA in Part 1l of this Form 10-Q.

Level 3 Communications, Inc., through its operasuo@sidiaries, is primarily engaged in the commatiins business, with additional
operations in coal mining.

Communications Business

The Company is a facilities-based provider of aadrcange of communications services. Revenue fonoanications services is
recognized on a monthly basis as these servicggav@ed. For contracts involving private line,wetengths and dark fiber services, Level 3
may receive up-front payments for services to Bveled for a period of generally up to 20 yearsthese situations, Level 3 defers the
revenue and amortizes it on a straight-line baseatrnings over the term of the contract.

Communications revenue consists of:
e Core Network Services
* Wholesale Voice Services
¢ Other Communications Services

The first two categories of Communications reveareein different phases of the service life cyctsf Other Communication
Services, requiring different levels of investmand focus and providing different contributionghe Company’s Communications operating
results. Management of Level 3 believes that grawttevenue from its Core Network Services is caitito the long-term success of its
communications business. The Company also beliewagst continue to effectively manage gross macgintribution from its Wholesale
Voice Services and the positive cash flows fronDitser Communications Services. Core Network Ses/ievenue represents higher margin
services and Wholesale Voice Services revenueseptg lower margin services. The Company beligwvatsttends in its communications
business are best gauged by analyzing revenuestieriebre Network Services. Core Network Servioetudes revenue from transport,
infrastructure, data, and local and enterpriseezommmunications services. Wholesale Voice Seniudades revenue from long distance
voice services, including domestic voice terminatioternational voice termination and toll freevéees. Other Communications Services
includes revenue from managed modem and its retatggrocal compensation services and SBC ConSantices, which includes revenue
from the “SBC Master Services Agreement,” which whtained in the December 2005 acquisition of Willemmunications Group, LLC
(“WilTel”).
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Core Network Services

The Company'’s transport services include metropolgnd intercity wavelengths, private line, Etheprévate line, professional
services and transoceanic services. The Compafyestructure services include dark fiber and catn services. Growth in transport and
infrastructure revenue is largely dependent oreiased demand for bandwidth services and availapi¢at of companies requiring
communications capacity for their own use or inviimg capacity as a service provider to their ongrs. These expenditures may be in the
form of monthly payments or up-front payments favate line, wavelength or dark fiber services. Tdmmpany is focused on providing end-
to-end transport services to its customers to treonnect customer locations with a private netw®ricing for end-to-end metropolitan
transport services have been relatively stableiritercity transport services, the Company continioeexperience pricing pressure for point-to-
point locations, particularly in locations wheréagge number of carriers co-locate their facilitids increase in demand may be partially offset
by declines in unit pricing.

Data services primarily include the Company’s tegkeed Internet protocol service (“IP”), dedicatetdinet access (“DIA”) service,
ATM and frame relay services, IP and Ethernet wirfirivate network (“WPN”) services, content deliyametwork (“CDN”) services, and Vyvx
broadcast services. Level 3's Internet protocoliseris a high quality and high-speed Internet as¢eHSIP”) service offered in a variety of
capacities. The Company’s VPN services permit lassias of any size to replace multiple networks wisingle, cost-effective solution that
greatly simplifies the converged transmission dtgpvideo, and data. This convergence to a sipigliform can be obtained without sacrific
the quality of service or security levels of tréafial ATM and frame relay offerings. VPN servicésoapermit customers to prioritize network
application traffic so that high priority applicatis, such as voice and video, are not compromispdrformance by the flow of low priority
applications such as email.

The Company believes that one of the largest sewtuture incremental demand for the Company’seQdetwork Services will be
from customers that are seeking to distribute tfegiture rich content or video over the Internetvéhue growth in this area is dependent ol
continued increase in demand from customers angdrtbig environment. An increase in the relialgiind security of information transmitted
over the Internet and declines in the cost to trandata have resulted in increased utilizatioe-@ommerce or web based services by
businesses. Although the pricing for data servieesirrently stable, the IP market is generallyrabterized by price compression and high unit
growth rates depending upon the type of service. Cbmpany experienced price compression in the-$pgled IP market in 2010 and expects
that pricing for its high-speed IP services wilhtiaue to decline during the remainder of 2011.

The Company, through its Level 3 Vyvx Services hass, provides video transport services over thmagaay’s fiber-optic network
and via satellite. It carries live broadcast confesm the originating source such as sporting &yespecial events or other live studio produced
programming to production studios, broadcast masietrol centers and other destinations withinktt@adcasters’ delivery chain.

For live events where the location is not knowadvance, such as breaking news stories in remodtidoms, the Company provides
integrated satellite and fiber-optic network-basetvice to transmit the content to its customerssi\bf Level 3 Vyvx's customers for these
services contract for the service on an event-lgnrebasis; however, there are some customers wiephachased a dedicated point-to-point
service, which enables these customers to tramsugramming between fixed locations at any time.

The Company has developed content distributioniges\through the acquisition of the Content Delpdetwork services business
(“CDN Business”) of SAVVIS, which it purchased ianliary 2007 from SAVVIS, and the acquisition of Dupbireland based Servecast Ltd.,
which it purchased in July 2007. The Company bekethat the addition of the CDN Business withtitsrsy, broad portfolio of patents has and
will continue to help the Company secure its conuia¢efforts in the heavily patented CDN marketwihich a number of competitors have
significant, patented intellectual property.
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The Company’s Core Network Services also inclugalland enterprise voice services. Local voiceisesvare primarily components
that enable other service providers to deliveress or consumer-ready voice services to theicastbmers. Enterprise voice services are
business-grade voice services that the Comparg diedictly to its business customers.

The following provides a discussion of the Compan@bre Network Services revenue in terms of whidesarge enterprise and
federal, mid-market, and European customers.

* Wholesale includes revenue from international amhestic carriers, cable companies, wireless coneganbice service providers &
the majority of former Content Market Group custosne

» Large Enterprise and Federal includes Fortun@®&hd other large enterprises that purchase coieations services in a manner
similar to carriers, including financial servicégalthcare and systems integrators, federal govarhagencies and academic
consortia, plus certain large former Content MaKetoup customers, such as portal and search ecgnpanies.

* Mid-Market includes medium enterprises generallyside the Fortune® 300, regional service pragideertain academic institutions
and state and local governments.

« Europe includes the largest European consunidrarawidth, including the largest European andrimational carriers, large system
integrators, voice service providers, cable opesalaternet service providers, content providienge enterprises, and government
education sectors.

The Company believes that the alignment of Corevidet Services around customer groups should altaw drive growth while
enabling it to better focus on the needs of ittamers. Each of these groups is supported by dedieanployees in sales. Each of these gr
is also supported by non-dedicated, centralizedcEor product management and development, caipanarketing, global network services,
engineering, information technology, and corpofatetions, including legal, finance, strategy amdnan resources.

43




Table of Contents

Core Network Services revenue by customer groupagdellows (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2011 2010 2011 2010
Wholesale $ 361 342 $ 1,07( 1,02¢
Large Enterprise and Federal 158 144 44& 422
Mid-Market 162 147 47€ 444
European 82 73 241 213
Total Core Network Services $ 75¢ 707 % 2,23: § 2,107

The classification of customers within each custogreup can change based upon sales team assignmeger and acquisition
activity by customers and other factors.

Wholesale Voice Services

The Company offers Wholesale Voice Services thrgetdarge and existing markets. The revenue paldiot Wholesale Voice
Services is large; however, the pricing and marghesexpected to continue to decline over time r@salt of the new low-cost IP and optical-
based technologies. In addition, the market for \&%ele Voice Services is being targeted by manypatitors, several of which are larger and
have more financial resources than the Company.

Other Communications Services

The Company’s Other Communications Services aremaervices that are not critical areas of emglifasithe Company. Other
Communications Services includes revenue from meshagodem and its related reciprocal compensatiofices and SBC Contract Services,
which includes revenue derived under the SBC M&evices Agreement that was obtained in the Widibgluisition. The Company and its
customers continue to see consumers migrate frorowdoand dial-up services to higher speed broadlisanvices as the narrow band market
matures. The Company expects ongoing declineglier@ommunications Services revenue similar totlha been experienced over the
several years.

The Company receives compensation from other camien it terminates traffic originating on thaseriers’ networks. This
reciprocal compensation is based on interconneetiyaements with the respective carriers or ratasdated by the FCC. The Company has
interconnection agreements in place for the majafittraffic subject to reciprocal compensationabidition, a majority of the Company’s
existing reciprocal compensation revenue is assetiaith agreements that are in effect through 20¥ldeyond. The Company continues to
negotiate new interconnection agreements or amemsn@its existing interconnection agreements Wital carriers as needed. The Comp
earns reciprocal compensation revenue from progidianaged modem services, which are declining. Gdrapany also receives reciprocal
compensation from its voice services. In this cesgprocal compensation is reported within Cosdvidrk Services revenue.

Communications Business Strategy and Objectives

The Company’s management continues to review @tiag lines of business and service offeringsdtetmine how those lines of
business and service offerings enhance the Compé&mgtis on delivery of communications services meeting its financial objectives. To t
extent that certain lines of business, businesspgror service offerings are not considered todmepatible with the delivery of the Company’s
services or with meeting its financial objectiviesyel 3 may exit those lines of business or stdperofg those services.

The Company is focusing its attention on the folluywoperational and financial objectives:

« growing Core Network Services revenue by indrepsales and improving the customer experience to
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increase customer retention and reduce customen;chu
« achieving sustainable generation of positive clshd from operations in excess of capital expemdgu
» reducing network costs and operating expenses;
e continuing to show improvement in Adjusted EBIXas a percentage of revenue;

* localizing certain decision making and interawctivith its mid-market enterprise customers, intigdeveraging its existing
network assets;

* managing Wholesale Voice Services for margirtrgoation; and
« refinancing its future debt maturities.

The Company’s management believes the introdudiorew services or technologies, as well as thiaéurdevelopment of existing
technologies, may reduce the cost or increaseujyel\s of certain services similar to those provitbgd_evel 3. The ability of the Company to
anticipate, adapt and invest in these technologygés in a timely manner may affect the Companytigré success.

On October 4, 2011, a subsidiary of Level 3 congaléts Amalgamation with Global Crossing and thelamated entity became an
indirect wholly owned subsidiary of the Companyotingh a tax free, stock for stock transaction. Then@@any will operate an advanced IP-
optical services platform anchored by extensiveeviiber networks with an expanded global footpaind focused on local, national and
global customer requirements in a wide range oketar In addition, after the close of business otoer 19, 2011, Level 3 completed a 1 for
15 reverse stock split as previously approved byGbmpany's stockholders in connection with itscaimeement to transfer the listing of its
common stock to the New York Stock Exchange on Ret@0, 2011. The reverse stock split automatiaaiybined every fifteen shares of
issued and outstanding Level 3 common stock inegirare of common stock without any change in #revplue per share. All share and per
share references have been adjusted to give éff¢loe reverse stock split.

The successful integration of acquired businesged.ievel 3 is important to the success of Levdlt®e Company must identify
synergies and integrate acquired networks and stuppanizations, while maintaining the servicelgydevels expected by customers to
realize the anticipated benefits of any acquisgiduccessful integration of any acquired busireeséiédepend on the Company’s ability to
manage the operations, realize opportunities foemae growth presented by strengthened servicerggeand expanded geographic market
coverage, and eliminate redundant and excess toofsty realize the expected synergies. If the @amy is not able to efficiently and
effectively integrate any businesses or operatibasquires, the Company may experience materightide consequences to its business,
financial condition or results of operations.

The Company has ongoing process and system devetdpmork that is being implemented as part of dstimued efforts that have
improved and are expected to further improve tilespectrum of the customer experience, includiewyise activation and service manager
systems and customer billing as well as variousaimnal efficiency improvements. The Company remedocused on auditing and migrating
network inventory data from legacy applicationgs$acentral applications.

The Company continues to manage its cost struetudeoperating expenses carefully and to conceritsagapital expenditures on
those technologies and assets that enable the @grnpéurther develop its Core Network Services.atldition, the Company’s operating
results and financial condition could be negatiefected, if as a result of economic conditions:

« customers defer or forego purchases of the Cagipaervices;
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e customers are unable to make timely paymentse&ompany;

» the demand for, and prices of, the Company'gises are reduced as a result of actions by thep@agis competitors or
otherwise;

« key suppliers upon which the Company reliesusrable to provide the Company with the materialsesvices it needs for its
network on a timely basis; or

« the Company’s financial counterparties, insueapviders or other contractual counterpartiesuasble to, or do not meet, their
contractual commitments to the Company.

The Company has also been focused on improvidmitglity, financial condition, and extending thetuarity dates of certain debt.

On November 4, 2011, the Company announced theatiagkof a $550 million senior secured term loanotigh an additional
Tranche of its existing Senior Secured Term Lohe {Tranche B Il Term Loan"). The net proceedsiglwith cash on hand will be used to
redeem the 3.5% Convertible Senior Notes due ie 2012 and repay the $280 million Tranche B TerrarLthat is outstanding under the
existing Senior Secured Term Loan.

In connection with the closing of the Amalgamat{&®e Note 2 - Events Associated with the Amalgamnatf Global Crossing in the
Notes to the Consolidated Financial Statements)Cthmpany amended its existing credit agreementto an additional 650 million of
borrowings through an additional tranche. The met@eds from the Tranche B Il Term Loan were usatbhsummate the Amalgamation, to
refinance certain existing indebtedness of Glolrak€ing in connection with the consummation ofAlealgamation and for general corporate
purposes.

In August 2011, the Company repurchased approxisn&29 million of its 3.5% Convertible Senior Notége 2012 with available
cash.

In June 2011, Level 3 Escrow, Inc. issued $600ionilin aggregate principal amount of its 8.125%i8eNotes due 2019 in a private
transaction. In July 2011, Level 3 Escrow, Incuessan additional $600 million aggregate princgralount in connection with the
Amalgamation of its 8.125% Senior Notes due 2018 jmmivate offering. This offering represents adidnal offering of the 8.125% Senior
Notes due 2019 that were issued in June 2011.rMnexion with the Amalgamation, the 8.125% Seniotdd due 2019 were assumed by L
3 Financing, Inc. In addition, Level 3 Financingitmwed on the Amalgamation date $650 million aggte@mount of a Tranche B Il Term
Loan. The net proceeds from the 8.125% Senior Nantdsthe Tranche B Il Term Loan were used to comsata the Amalgamation, to
refinance certain existing indebtedness of Globrak€ing in connection with the consummation ofAlngalgamation and for general corporate
purposes.

In July 2011, the Company issued an aggregatembapnately 5 million shares on a split-adjustedibaof Level 3's common stock
to convert $128 million of its 15% Convertible SeniNotes due in 2013 to equity. See Note 8 — Ltarg: Debt in the Notes to the
Consolidated Financial Statements for additionfdrimation.

In the first quarter of 2011, Level 3 Financing;.lissued $500 million aggregate principal amodritsc9.375% Senior Notes due
2019 in a private transaction. The net proceedns ftte offering, together with cash on hand, weedus partially redeem approximately $443
million aggregate principal amount of the outstaigdd.25% Senior Notes due 2014 in April 2011.

Also in the first quarter of 2011, the Company ex3$605 million aggregate principal amount of #s875% Senior Notes due 201¢
two private transactions. Approximately $300 millivas issued in exchange for all of the Companytstanding 9% Convertible Senior
Discount Notes due 2013, and a portion of the netgeds from another transaction were used to nedlee Company’s outstanding 5.25%
Convertible Senior Notes due 2011.
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In the third quarter of 2010, the Company issuetbhhillion aggregate principal amount of its 6.5%n@ertible Senior Notes due
2016 (the “6.5% Convertible Senior Notes”) and dditional $26 million aggregate principal amounthe fourth quarter, for a total of $201
million aggregate principal amount, for net proceetlapproximately $195 million. In addition, the@pany repaid $38 million aggregate
principal amount of its 2.875% Convertible Seniat®s due 2010 that had matured during the thirdteua

In the second quarter of 2010, the Company redeeathedlits outstanding $172 million aggregate pijpal amount of its 10%
Convertible Senior Notes due 2011 with availabkhca

In the first quarter of 2010, Level 3 Financing;.lissued $640 million aggregate principal amouritG86 Senior Notes due 2018 for
net proceeds of $613 million and repurchased $58i®mof the total outstanding 12.25% Senior Notiese 2013 primarily through a tender
offer.

Also in the first quarter of 2010, the Company id@#l11 million aggregate principal amount of ité €onvertible Subordinated
Notes due 2010 that matured. In addition, in waittansactions during the first quarter of 20h@,Eompany, or its subsidiaries, repurche
$3 million in aggregate principal amount of 5.25%n@ertible Senior Notes due 2011, the remainingnon of its 10.75% Senior Notes due
2011, and $2 million aggregate principal amour®.875% Convertible Senior Notes due 2010.

The Company will continue to look for opportunitissimprove its financial position and focus itsearces on growing revenue and
managing costs for the communications business.

Coal Mining

Level 3, through its two 50% owned joint-ventureface mines, one each in Montana and Wyoming, sel$ primarily through long-
term contracts with public utilities. The long-teoontracts for the delivery of coal establish theq volume, and quality requirements of the
coal to be delivered. Revenue under these and otimracts is generally recognized when coal ipped to the customer.

Critical Accounting Policies

Refer to Item 7 of the Company’s Annual Report ann 10-K for the year ended December 31, 2010 fibescription of the
Company'’s critical accounting policies.
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Results of Operations for the Three and Nine monthended September 30, 2011 and 2010

Three Months Ended Nine Months Ended

September 30, September 30, Change % September 30, September 30, Change %
(dollars in millions) 2011 2010 2011 2010
Revenue:
Communications 927 $ 89t 4% $ 2,75¢  $ 2,687 2%
Coal Mining 20 17 18% 54 43 26 %
Total revenue 947 912 4% 2,80¢ 2,73C 3%
Costs and Expenses (exclusive of
depreciation and amortization shown
separately below):
Cost of Revenue
Communications 34z 353 3)% 1,04¢ 1,082 (3)%
Coal Mining 18 15 20% 52 43 21%
Total Cost of Revenue 36C 36¢ (2)% 1,09¢ 1,12t (2)%
Depreciation and Amortization 204 21F (5)% 61F 663 (7)%
Selling, General and Administrative 37& 34k 9% 1,08¢ 1,02¢ 6 %
Restructuring Charges — 1 NM — 2 NM
Total Costs and Expenses 93¢ 92¢ 1% 2,80z 2,81¢ — %
Operating Income (Loss) 8 a7 NM 6 (86) NM
Other Income (Expense):
Interest expense a7¢) (1449 24% (495) (438) 13%
Loss on extinguishments of debt, net (30) — NM (73 (59) 24%
Other, net Q) @ — % 5 15 (67)%
Total Other Expense (209 (145) 44 % (563) (482) 17%
Loss Before Income Taxes (201 (162) 24 % (557) (568) (2)%
Income Tax Expense (6) (€8] NM (36) 2 NM
Net Loss (207) $ (169) 27% $ (599 $ (570) 4%

NM — Not meaningful

Communicationsrevenue consists of

1) Core Network Services includes revenue from trartspdrastructure, data, and local and enterprigiee communications

services.

2) Wholesale Voice Services includes revenue from listance voice services, including domestic végemination, international
voice termination and toll free services.

3) Other Communications Services includes revenue franaged modem and its related reciprocal com@enssgrvices and
SBC Contract Services, which includes revenue fitoenSBC Master Services Agreement, which was obdkiin the
December 2005 acquisition of WilTel.

48




Table of Contents

Communications revenue attributable to each ofetlsesvices is as follows (in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2011 2010 2011 2010
Communications Services:
Core Network Services Revenue $ 75¢ % 707 % 223z $ 2,107
Wholesale Voice Services Revenue 152 161 467 48¢
Other Communications Revenue 16 27 55 91
Total Communications Revenue $ 927 % 89t § 2,754 § 2,681

Comparisons of the Three and Nine Months Ended Sepber 30, 2011 to the Three and Nine Months Endegtember 30, 2010

Communications revenueincreased approximately 4% and 2% in the threenamel months ended September 30, 2011 , respectively
compared to the same periods in 2010. The incieasemmunications revenue was driven by strong ¢glnawthe Company’s Core Network
Services revenue from several existing servicesebfiy declines in Wholesale Voice Services revemeeOther Communications Services
revenue.

The Company experienced increases within Core Né&t®ervices revenue in the three and nine monttis®September 30, 2011
compared to the same periods of 2010, primarilyiwitransport, data, and IP services, offset byies in voice services. The Company
experienced strong growth in data and IP servieesnue during the third quarter of 2011, which degen by the requirement for enterprise
bandwidth and end customer demand. The growttaitsport services is primarily due to strong demfandroadband services, such as
wavelengths and Ethernet, offset slightly by dexdiim longhaul and private line services. The dealiithin voice services during the third
quarter of 2011 was primarily the result of a rd@ucin revenue driven by macroeconomic conditiand competitive pressures. The Comg.
continues to experience strong demand for transipdrastructure and data services for complexamatide solutions and its CDN services.

The decrease in Wholesale Voice Services reventieithree and nine months ended September 30,@0tpared to the same
periods in 2010 is primarily due to a decline iages. The Company continues to concentrate its sffl@ss on maintaining incremental gross
margins in the 30% range for these services. Thapaoy expects to experience some volatility in nexeas a result of this strategy.

Other Communications Revenue decreased to $ 1®&mé#hd $ 55 million in the three and nine monthdexl September 30, 2011 ,
respectively, from $ 27 million and $ 91 milliontine three and nine months ended September 30,,28%pectively. The decrease is the re
of a decline in managed modem revenue as a rddii @ontinued migration from narrow band dialagpvices to higher speed broadband
services by end user customers, especially in lengteopolitan areas. The Company expects managedmoevenue to continue to decline in
the future due to an increase in the number of@iiExs migrating to broadband services.

Reciprocal compensation revenue from managed magevices also declined in the three and nine maenhed September 30, 2011
compared to the same periods of 2010 as a resthieafontinuing decline in demand for managed moslemices. The Company has
historically earned the majority of its reciprocaimpensation revenue from managed modem servitiesygh the Company continues to
generate a portion of its reciprocal compensatimemnue from voice services, which is reported witbore Network Services revenue. To the
extent the Company is unable to sign new intercotioe agreements or signs new agreements or aneaigtig agreements containing lower
rates, or there is a significant decline in the @any’s managed modem dial-up business, or FCCate stgulations change such that carriers
are not required to compensate other carrierefoninating ISFhound traffic, reciprocal compensation revenue egerience further declin
over time.

Also contributing to the decrease in Other Commatinns Services revenue was lower SBC Contracti@svevenue as a result of
the migration of the SBC traffic to the AT&T netvkor
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Coal mining revenueincreased to $ 20 million in the three months enBleptember 30, 2011 from $ 17 million in the sargqal of
2010, and increased to $ 54 million in the nine therended September 30, 2011 from $ 43 millioméngame period of 2010. The increase in
the nine month period ended September 30, 2@hi the same period in 2010 related to an incr@asentractual selling prices with custom
in 2011 under new contracts that commenced lat20i® and during the first quarter of 2011. Inidd, the revenue in the third quarter of
2011 compared to the same period in 2010 bendfited an increase in the volume of tons mined intthiel quarter of 2011.

Cost of Revenudor the communications business includes leasedaityp right-of-way costs, access charges, sadHl#nsponder
lease costs, and other third party costs diredtiibatable to the network, but excludes depreciaind amortization and related impairment
expenses.

Cost of revenue for the communications businesa,@rcentage of communications revenue was 3793&#tdin the three and nine
months ended September 30, 2011 , respectivelypawed to 39% and 40% in the three and nine momttieeSeptember 30, 2010 . The
Company has benefited from higher margin on-nee@&twork Services and a decrease in lower mardiolggale VVoice Services, as well as
an improving gross margin mix. Additionally, the@pany continues to decrease its lower margin voists and costs for certain private line
services, and to implement initiatives to reducthlfixed and variable network expenses.

Coal mining cost of revenue approximated 90% and 96% of coaingirevenue in the three and nine months endeté®éer 30,
2011 , respectively, and 88% and 100% in the threkenine months ended September 30, 2010 . Theasim coal mining cost of revenue as
a percentage of coal mining revenue in the ninethzoended ended September 30, 2011 compared $arte period in 2010 is primarily
driven by higher revenue in 2011 under new corgriwt commenced later in 2010 and during the djustrter of 2011, partially offset by
higher fuel and production costs. The increaséénttiree months ended September 30, 2011 compuatled same period in 2010 was a result
of change in mix driven by higher volume.

Depreciation and Amortization expense decreased 5% to $ 204 million in the tp@rter of 2011 from $ 215 million in the third
quarter of 2010 and decreased 7% to $ 615 milloritfe nine months ended September 30, 2011 fr668%nillion for the nine months ended
September 30, 2010 . The decrease is primariljpatéble to the reduction in depreciation experssoeiated with shorter-lived fixed assets
becoming fully depreciated and the effect of fonedgirrency fluctuations.

Selling, General and Administrativeexpenses include salaries, wages and related te(ieéiluding non-cash, stock-based
compensation expenses), property taxes, travelranse, rent, contract maintenance, advertisingyetion expense on asset retirement
obligations and other administrative expensesirgglgeneral and administrative expenses also dectertain network related expenses sur
network facility rent, utilities and maintenancesto

Selling, general and administrative expenses ise@@% to $ 375 million in the third quarter of 2@bmpared to $ 345 millioim the
third quarter of 2010 and increased 6% to $ 1,088min the nine months ended September 30, 28irhpared to $ 1,026 million in the nine
months ended September 30, 2010 . The incregsaniarily a result of transaction costs associatél the Global Crossing acquisition and
higher employee compensation and related costeaSdmpany continued to increase its sales, suppdrtustomer installation activity
headcount during 2011. Selling, general and adwnative expenses included approximately $ 20 amilbf transaction and integration costs
associated with the Global Crossing acquisitiortiiernine months ended September 30, 2011 andhiltidn for the three months ended
September 30, 2011 . Also included in selling,egahand administrative expenses in the three arelmonths ended September 30, 2011
were $ 26 million and $ 68 million , respectivedyid in the three and nine months ended ended Seeted@, 2010 were $ 20 million and $ 50
million , respectively, of non-cash, stock-basethpensation expenses related to grants and expg@erts of outperform stock options,
restricted stock units, restricted stock sharesreshissued and accruals for the Company’s diso@ty bonus, and shares issued for the
Company’s matching contribution for the 401(k) plan
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The increase in non-cash, stdzksed compensation expense is primarily due toehigeadcount, an increase in the 2011 discretic
stock-based bonus expected to be distributed tdogmxes in 2012, an increase in the stock pricénergtant date associated with the 2011
annual restricted stock unit grant, and an adjustritethe 2010 stock bonus grant issued in 201ltalaehigher stock price on the grant date.

Restructuring Chargesremained constant at less than $1 million duriregttiiee and nine months ended September 30, 2011
compared to the same period of 2010, as the Comipashyot initiated any significant new workforceuetion plans in 2010 or 2011.

The Company may experience restructuring charg281i in connection with the efforts to optimize ébst structure or in 2012 in
connection with the Amalgamation of Global CrossiaAdditional restructuring activities could resintadditional headcount reductions and
related charges.

Adjusted EBITDA , as defined by the Company, is net income (lassh fthe consolidated statements of operations e€fgrincome
tax benefit (expense), (2) total other income (@seg, (3) non-cash impairment charges includedinvittstructuring charges, (4) depreciation
and amortization expense and (5) non-cash stoclpensation expense included within selling, genandl administrative expenses in the
consolidated statements of operations.

Adjusted EBITDA is not a measurement under GAAP ®ray not be used in the same way by other compavii@sagement believes
that Adjusted EBITDA is an important part of ther@many’s internal reporting and is a key measure bgemanagement to evaluate
profitability and operating performance of the Canp and to make resource allocation decisions. emant believes such measurement is
especially important in a capital-intensive indystuch as telecommunications. Management alsoAgjested EBITDA to compare the
Company’s performance to that of its competitord tmeliminate certain non-cash and non-operatgmgs in order to consistently measure
from period to period its ability to fund capitadpenditures, fund growth, service debt and detegrbisnuses.

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedathgenmn-cash nature of
these items. Adjusted EBITDA also excludes inteiestme, interest expense and income tax benefiefese) because these items are
associated with the Compasycapitalization and tax structures. Adjusted EBAT&ISo excludes depreciation and amortization expdrecaus
these non-cash expenses reflect the effect ofatapitestments which management believes shou/akiated through cash flow measures.
Adjusted EBITDA excludes net other income (expetsEruse these items are not related to the priop@sations of the Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witimparing companies that use
similar performance measures whose calculationsdiféer from the Company’s calculations. Additiolyalthis financial measure does not
include certain significant items such as intenesbme, interest expense, income tax benefit (esgemepreciation and amortization expense,
non-cash impairment charges, non-cash stock corafien®expense and net other income (expense). fedju=BITDA should not be
considered a substitute for other measures of ¢iahperformance reported in accordance with GAAP.

Note 11- Segment Information, of the Notes to Ctidated Financial Statements provides a reconigliadf Adjusted EBITDA for
each of the Company’s reportable operating segments

Adjusted EBITDA for the communications business $&36 million in the third quarter of 2011 comphte $ 216 million in the
third quarter of 2010 and $ 687 million in the nmenths ended September 30, 2011 compared to $8&h in the same period during 20:
The increase in Adjusted EBITDA for the communioa§ business in 2011 is primarily attributableht® growth in the Company’s revenue, in
addition to the decline in cost of revenue, offdightly by higher selling, general and administratexpenses.
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Interest Expenseincreased 24% to $ 178 million in the third quad&2011 from $ 144 million in the third quarter2010. Interest
Expense increased 13% to $ 495 million in the mimaths ended September 30, 2011 from $ 438 miitidhe third quarter of 2010. Interest
expense increased as a result of higher averagresttrates in 2011 as compared to 2010, and hileeage debt balance for tiieee and nin
months ended September 30, 2011 compared to the garods in 2010. See Note 8 - Long-Term DelthefNotes to Consolidated Financial
Statements for additional information on Level ffmncing activities.

Loss on Extinguishment of Debt, netvas a loss of $ 30 million and $ 73 million in tikeee and nine months ended September 30,
2011 , compared to a loss of zero and $ 59 miiliathe three and nine months ended ended Septe38b2010 . The loss recorded during
2011 was related to a charge of approximately $R@®mrecognized for the July conversion of th&d&onvertible Senior Notes due 2013, a
charge of less than $1 million for the 3.5% Seotes due 2012 repurchased in August, a $23 mitlfaarge recognized for the portion of the
9.25% Senior Notes due 2014 retired in April 20&d a $20 million charge recorded in the first geiadf 2011 which was the result of the
redemption of the 5.25% Convertible Senior Notes 2011 in February 2011 and exchange of the 9% &@thle Senior Discount Notes due
2013 in January 2011. The loss recorded durin@ 2¢ds related to a $4 million charge recognized essult of the redemption of the
Company’s 10% Convertible Senior Notes due 20IMay 2010 and a $55 million charge recognized imnemtion with the 12.25% Tender
Offer and consent solicitation in January 2010. Set 8 - LongTerm Debt, of the Notes to Consolidated Financiate3nents for more detz
regarding the Company’s financing activities.

Other, netwas $ 1 million of expense in the third quarte2011 and 2010 and $ 5 million of income for theeninonths ended
September 30, 2011 compared to $ 15 million of imedn the same period of 2010. Other, net is pilsneomprised of gains and losses from
the change in the fair value of certain derivatrvgestments, as well as gains and losses on taefabn-operating assets, realized foreign
currency gains and losses and other income.

Income Tax Expensevas $ 6 million and $ 36 million in the three andexmonths ended September 30, 2011 , respectiety$ 1
million and $ 2 million , in the same periods inlB0 The income tax expense during the nine moalked September 30, 2011 is primarily
related to an out of period adjustment due to teexamporary differences associated with certadefimite-lived intangible assets that the
Company is unable to use to offset its deferrechssets. See Note 1 - Summary of Significant Asting Policies, of the Notes to
Consolidated Financial Statements for addition&hitee The income tax expense in 2010 and dutieghree months ended September 30,
2010 is primarily related to state income taxetages in certain foreign jurisdictions.

The Company incurs income tax expense attributabilecome in various Level 3 subsidiaries, inclugthe coal business, that are
required to file state or foreign income tax retuom a separate legal entity basis. The Companyrat®gnizes accrued interest and penalti
income tax expense related to uncertain tax benefit

Financial Condition - September 30, 2011

Cash flows used in operating activities, investgvities and financing activities for the nine milas ended September 30, 2011 and
2010, respectively are summarized as follows:

Nine Months Ended

September 30, September 30,
(dollars in millions) 2011 2010 Change
Net Cash Provided by Operating Activities $ 19¢ $ 14¢  $ 5C
Net Cash Used in Investing Activities (409) (3149 (95
Net Cash Provided by (Used in) Financing Activities 54 (14€) 20C
Effect of Exchange Rates on Cash and Cash Equigalen 1 @) 8
Net Change in Cash and Cash Equivalents $ (159) $ (319 $ 162
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Operating Activities

Cash provided by operating activities increase® 5@ million during the nine months ended Septen3e2011 compared to the
same period in 2010. The increase in cash provigezperating activities during the nine months eh8eptember 30, 2011 as compared to the
same period in 2010 was primarily due to a reduessl after non-cash profit and loss affecting items

Investing Activities

Cash used in investing activities increased by $8kon during the nine months ended Septembe28Q,1 compared to the same
period of 2010 primarily as a result of cash plaicgd escrow to fund a portion of unaccrued inteegsl the issuance discount in connection
with the two issuances of 8.125% Senior Notes dli®2n June and July 2011, and additional capkpéaditures, which totaled $ 350 million
for the nine months ended September 30, 2011 &1d®$nillion for the same period of 2010.

Financing Activities

Cash provided by financing activities was $ 54 imillduring the nine months ended September 30, 26dtpared to a use of cash of
$ 146 million in the same period of 2010 primagly a result of a decrease in debt payments andchegmes in 2011. See Note 8 - Long-Term
Debt of the Notes to Consolidated Financial Statém&or more details regarding the Company’s debitdactions in 2010 and 2011.

Liquidity and Capital Resources

The Company incurred a net loss of $ 593 milliorirtythe nine months ended September 30, 2011 &7d $nillion the same period
of 2010. The Company used $ 350 million for captgdbenditures and had $ 54 million of cash providgdinancing activities in the nine
months ended September 30, 2011 . This compaf818 million of cash used for capital expendituaad $ 146 milliorof cash flows used
financing activities for the same period of 2010.

As of September 30, 2011 , the Company had $48iomuf unrestricted cash and cash equivalentee Tbmpany continues to be
very active in the financial markets, having congdieor announced the issuance of over $3 billiogesiior notes or other securities in the nine
months ended September 30, 2@bdl continuing through October 2011, to be usqghihto complete the amalgamation with Global s
In October 2011, the Company issued an additio8a03%nillion aggregate principal of the Tranche Bérm Loan. See Note 8 - Long-Term
Debt and Note 14 — Subsequent Events of the Not€ohsolidated Financial Statements for additiam@rmation on Level 3’s financing
activities.

Capital expenditures for 2011 are expected toigatsf higher than the $436 million incurred in ZD4s the Company invests in base
capital expenditures (estimated capital requireketep the network operating efficiently and suppest service development) with the
remaining capital expenditures expected to be ptdjased where capital is required to expand theark prior to a specific customer revenue
opportunity or success-based, which is tied todm@ntal revenue. As of September 30, 2011 the Coyniped long-term debt contractual
obligations, including capital lease and commencialtgage obligations and excluding premium andaliats on debt issuance and fair value
adjustments, of approximately $ 1 million that nmatduring the remainder of 2011, $ 279 million thetture in 2012, and $ 278 million that
mature in 2013.

In 2010, the Company issued $841 million total aggte principal amount of senior notes, and reparépurchased $585 million

aggregate principal amount of senior notes and exite senior notes with proceeds from such affgsi In addition, the Company also rej
or repurchased $122 million aggregate principal amhof its debt securities in various transactitmsughout 2010.
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In addition to the $461 million of cash and cashieglents on hand at September 30, 2011 , $ 12&mif current and non-current
restricted cash and securities are used to cal&eroutstanding letters of credit, long-term dekettain operating obligations of the Company
and certain reclamation liabilities associated wlig coal mining business. Based on informatiornlabig at this time, the Company believes
that its current liquidity and anticipated futuiesh flows from operations will be sufficient to tlits business for at least the next twelve
months.

On October 4, 2011, a subsidiary of Level 3 congaléts Amalgamation with Global Crossing and thekyamated entity became an
indirect wholly owned subsidiary of the Companyotigh a tax free, stock for stock transaction. Tiee@eds of Level 3 Financing's Tranche B
Il Term Loan in an aggregate amount of $650 milissued in October 2011 were used to consummatarttedgamation, to refinance certain
existing indebtedness of Global Crossing in corinaatith the consummation of the Amalgamation amddeneral corporate purposes. In
addition, the $1.2 billion of proceeds from thetimliand additional issuance of 8.125% Senior Ndtgs 2019 in June and July 2011(see Note 8
- Long-Term Debt, of the Notes to Consolidated Raial Statements) by Level 3 Escrow, an indirecollyhowned subsidiary of Level 3, were
deposited into an escrow account. On October 41 Zdllowing the consummation of the Amalgamationl éhe satisfaction of certain escrow
conditions, the 8.125% Senior Notes were assumdgebgl 3 Financing, Inc. and the funds were relddsam the escrow account classified as
restricted cash. The net proceeds from the 8.1288t0ENotes were used to refinance certain existidgbtedness of Global Crossing in
connection with the closing of the Amalgamation &mdgeneral corporate purposes.

Level 3 refinanced approximately $ 1.36 billionGibbal Crossing's outstanding consolidated debpréximately $430 million of
Global Crossing (UK) Finance PLC Senior Secure@sidue 2014 were redeemed on November 3, 2012 atthent redemption premiums
outlined in its indenture dated December 23, 200 entire aggregate principal amount of the $78om of Global Crossing Limited's
outstanding 12% senior notes due 2015 and allebthstanding $150 million of 9% senior notes d0&2were redeemed in early November
2011. Of the outstanding principal of each of tHel@l Crossing Limited senior notes, 35 percent firasredeemed on November 3, 2011
result of a qualified “Equity Offering” (as defineshder the indentures relating to each issue oflodal Crossing Limited senior notes) to its
new corporate parent. The remaining 65 percei@butstanding principal of each issue of the Ql@assing senior notes were redeemed
subsequently on November 4, 2011 at “make-whol&egrcalculated using the rate of the comparale Treasury security plus 50 basis
points.

On November 4, 2011, the Company announced theatiagkof a $ 550 million senior secured term Idamugh an additional
Tranche of its existing Senior Secured Term Loam 20014 (the "Tranche B Ill Term Loan"). The netqaeds along with cash on hand will be
used to redeem the 3.5% Convertible Senior Notesrddune 2012 and repay the $280 million TrancfieBn Loan that is outstanding under
the existing Senior Secured Term Loan.

Although the Company cannot be assured it will lble #o continue to refinance its debt or to raidditonal capital on acceptable
terms, as of September 30, 2011 and includingagtiemption of approximately $274 million aggregaiaeg@pal amount of the outstanding
3.5% Convertible Senior Notes completed in Noven#fdrl, Level 3 has no remaining maturities in 28&d has no remaining maturities of
long-term debt due within twelve months of Septeng@fs 2011 , excluding capital leases, mortgagengays, debt discounts, premiums and
fair value adjustments.

The Company may elect to secure additional caipittde future, at acceptable terms, to improvéidisidity or fund acquisitions. In
addition, in an effort to reduce future cash intepyments as well as future amounts due at maturio extend debt maturities, Level 3 or its
affiliates may, from time to time, issue new dedtter into debt for debt, debt for equity or casim$actions to purchase its outstanding debt
securities in the open market or through privatedgotiated transactions. Level 3 will evaluate smgh transactions in light of the existing
market conditions and the possible dilutive eftecstockholders. The amounts involved in any suaghsaction, individually or in the
aggregate, may be material.
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In addition to raising capital through the debt aqgdity markets, the Company may sell or disposexigting businesses, investments
or other non-core assets.

Consolidation of the communications industry iseotpd to continue. Level 3 will continue to evatuednsolidation opportunities a
could make additional acquisitions in the future.

Item 3. Quantitative and Qualitative Disclosures Aout Market Risk
Interest Rate Ris

Level 3 is subject to market risks arising from mp@s in interest rates and foreign exchange ragesf September 30, 2011 , the
Company had borrowed a total of approximately $2ln primarily under a Senior Secured Term Laire 2014 and Floating Rate Senior
Notes due 2015 that bear interest at LIBOR rates @h applicable margin. As the LIBOR rates flutguao too will the interest expense
amounts borrowed under the debt instruments. Thghitexl average interest rate on the variable ratieiments at September 30, 2011 , was
approximately 4.0% .

In March 2007, Level 3 Financing, Inc. entered itwo interest rate swap agreements to hedge theesttpayments on $1 billion
notional amount of floating rate debt. The two iat# rate swap agreements are with different copattes and are for $500 million each. The
interest rate swap agreements were effective bagjnn 2007 and mature in January 2014. Underehag of the interest rate swap
agreements, Level 3 receives interest paymentsitmaseolling three month LIBOR terms and pays iestmat the fixed rate of 4.93% under «
arrangement and 4.92% under the other. Level 3lésignated the interest rate swap agreementsashdlow hedge on the interest payments
for $1 billion of floating rate debt.

The remaining, or unhedged, variable rate debppf@imately $1 billion has a weighted averagerggerate of 5.6% at
September 30, 2011 . A hypothetical increase imtbighted average rate by 1% point (i.e. a weightestage rate of 6.6%) would increase the
Company’s annual interest expense by approxim&®dymillion. At September 30, 2011 , the Company $&.7 billion (excluding fair value
adjustments, discounts and premiums) of fixed deta bearing a weighted average interest rate0869A decline in interest rates in the fut
will not benefit the Company with respect to theefi rate debt due to the terms and conditionseofrttientures relating to that debt that would
require the Company to repurchase the debt atfigmbpremiums if redeemed early.

Indicated changes in interest rates are based paotligtical movements and are not necessarily itideeaf the actual results that may
occur. Future earnings and losses will be affebtedctual fluctuations in interest rates and faneigrrency rates.

Foreign Currency Exchange Rate R

The Company conducts a portion of its businessiirenicies other than the U.S. dollar, the currénayhich the Company’s
consolidated financial statements are reportedreSpondingly, the Company’s operating results cbelédversely affected by foreign
currency exchange rate volatility relative to th&ldollar. The Company’s European subsidiariegheséocal currency as their functional
currency, as the majority of their revenue and pases are transacted in their local currenciebofitih the Company continues to evaluate
strategies to mitigate risks related to the eféédtuctuations in currency exchange rates, the gamy will likely recognize gains or losses fr
international transactions. Changes in foreignenay rates could adversely affect the Company’saiipg results.

As a result of the Amalgamation with Global Crogsithe Company's currency exchange rate risk lgasfisantly increased. See
"ltem 1A. Risk Factors As a result of the Global Crossing acquisition, &le¥ is now exposed to significant currency transéstrictions and
currency exchange rate risks and our net loss mé#fgisdue to currency translation’.
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Item 4. Controls and Procedures

(a) Disclosure controls and proceduréhe Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveness
of the Company’s disclosure controls and proceduaeslefined in Rules 13a-15(e) and 1%5qe) under the Securities Exchange Act of 193
amended (the “Exchange Act”), as of September @012 Based upon such review, the Chief Executiffie€ and Chief Financial Officer
have concluded that the Company’s disclosure ctnéiod procedures are effective and are designedsiare that information required to be
disclosed by the Company in the reports it filesasmits under the Exchange Act is recorded, psstksummarized and reported within the
time periods specified in the Securities and ExgeaBommission rules and forms. Disclosure contiol$ procedures include, without
limitation, controls and procedures designed tasnghat information required to be disclosed bysaner in reports it files or submits under
the Exchange Act is accumulated and communicat#ftet@€ompany’s management, including its princgadcutive officer and principal
financial officer, as appropriate to allow timelgaisions regarding required disclosure.

(b) Internal controls.There were no changes in the Company’s internarabover financial reporting identified in connixt with the

evaluation required by paragraph (d) of ExchangeRAdes 13a-15 or 15d-15 that occurred during liivel tjuarter of 2011 that have materially
affected, or are reasonably likely to materiallieaf, the Company’s internal control over finangigborting.
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PART Il - OTHER INFORMATION
ltem 1 Legal Proceedings

The Company has provided an update to legal praegedhvolving the Company in Note 12 of the Naie€onsolidated Financial
Statements contained in Part |, Item 1, of thisk&0-Q. This disclosure is hereby incorporateddfgrence to this Item 1.

ltem 1A  Risk Factors

In addition to the other information set forth imstreport, you should carefully consider the festdiscussed in Part I, “ltem 1A. Risk
Factors” in Level 3's Form 10-K for the year end2ecember 31, 2010, which could materially affectéle8’s business, financial condition or
future results. The risks described in Level 3'srrd 0-K are not the only risks facing the Compahgditional risks and uncertainties not
currently known to Level 3 or that it currently deeto be immaterial also may materially adverséigchLevel 3's business, financial
condition and/or operating results. The Risk Facitocluded in the Company’s Form 10-K for the yeaded December 31, 2010, have not
materially changed other than as set forth below.

Although we expect that the acquisition of Global @ssing Limited will result in benefits to us, we may not realize those
benefits because of integration difficulties and ¢ter challenges.

The success of our acquisition of Global Crossiegethds in large part on the success of managemenriegrating the operations,
strategies, technologies and personnel of the tmapanies. We may fail to realize some or all ofah#cipated benefits of the Global Cross
acquisition if the integration process takes lormyeis more costly than expected. Our failure tetibke challenges involved in successfully
integrating the operations of Global Crossing ootteerwise realize any of the anticipated benefithe Global Crossing acquisition could
impair our operations. In addition, we anticipdtattthe overall integration of Global Crossing Wi a time-consuming and expensive process
that, without proper planning and effective andefiyimplementation, could significantly disrupt dursiness.

Potential difficulties the combined mess may encounter in the integration processidecthe following:

« the integration of management teams, stratetgelnologies, operations, accounting and dataeggicg systems, management
controls, products and services;

< the disruption of ongoing businesses and distraof their respective management teams from mgbusiness concerns;
« the retention of the existing customers andédors of both companies;

« the creation of uniform standards, controlscpdures, policies and information systems;

« the reduction of the costs associated with eachpany's operations;

» the consolidation and rationalization of infottina technology platforms and administrative infrastures;

« the integration of corporate cultures and maiatee of employee morale;

« the retention of key employees; and

«  potential unknown liabilities associated witle tBlobal Crossing acquisition.

The anticipated benefits and synergies includetimbination of offices in various locations and #ienination of numerous
technology systems, duplicative personnel and dagilie market and other data sources. Howeverethescipated benefits and synergies
assume a successful integration and are basedjatiions, which are inherently uncertain, and oggsumptions. Even if integration is
successful, anticipated benefits and synergiesmoape achieved.

STT Crossing's significant ownership interest in Leel 3 increases the risk that we could be unable tgse our accumulated net
operating losses, or NOLs, for U.S. federal incom@x purposes, and the rights agreement entered intoy Level 3 designed to protect
our ability to use our accumulated NOLs could discorage third parties from seeking strategic transadbns with us that could be
beneficial to our stockholders.
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As of December 31, 2010, we had a NOL carry forwardJ.S. federal income tax purposes of approxatya$5.9 billion. Our ability
to use our NOLs may be negatively affected if ther@n “ownership change,” as defined under Se@=Rgshof the U.S. Internal Revenue Code
of 1986, as amended, or the Code. In generalwhigd occur if certain ownership changes relateduocommon stock that is held by 5% or
greater stockholders exceed 50%, measured ovdliirgnhree-year period. Completion of the Globab&sing acquisition - in particular STT
Crossing's acquisition of a significant ownersimerest in Level 3 - moved us significantly closethe 50% ownership change and increases
the likelihood of a loss of our NOLs.

In April 2011, we entered into the rights agreemeran effort to deter acquisitions of our commuwck that might reduce our ability
to use our NOL carry forwards. Under the rightssagnent, from and after the record date of AprilZI11, each share of our common stock
carries with it one preferred share purchase nigltit the date when the preferred share purchgsesrbecome exercisable, or the earlier
expiration of the preferred share purchase rigftte. rights agreement and the preferred share psgafights issuable thereunder could
discourage a third party from proposing a changeoofrol or other strategic transaction conceriiagel 3 or otherwise have the effect of
delaying or preventing a change of control of Le¥#hat other stockholders may view as beneficial.

Under our Restated Certificate of Incorporation, asamended, we are able to issue more shares of ownemon stock than are
currently outstanding. As a result, such future issances of our common stock may have a dilutive effeon the earnings per share and
voting power of our stockholders.

On October 3, 2011, in connection with the comptetf the acquisition of Global Crossing, we fikrdl amendment to our Restated
Certificate of Incorporation that stated we haddhbéhority to issue up to 4,400,000,000 sharesioEommon stock. On October 19, 2011, in
connection with the implementation of a 1 for 18amse stock split, we filed an additional amendmetiich adjusted the number of shares we
have the authority to issue to up to 293,333,328eshof our common stock.

Our Restated Certificate of Incorporation, as amenduthorizes a greater number of shares of constoak than are outstanding. If
our Board of Directors elects to issue additiomares of common stock in the future, whether inlipudfferings, in connection with mergers
and acquisitions or otherwise, these additionaleéeses may dilute the earnings per share and vptingr of our stockholders. Depending on
the number of shares being issued and the parnticutaumstances involved, the Board may be abtotoplete a particular issuance without
further stockholder action.

The market price of our common stock may decline aa result of the Global Crossing acquisition.
The market price of our common stock may declina essult of the Global Crossing acquisition fornember of reasons, including:
« the unsuccessful integration of Global Crossorg;

» our failure to achieve the perceived benefitthef Global Crossing acquisition, including finaalaesults, as rapidly as or to the
extent we anticipated by us or financial or indystnalysts.

These factors are, to some extent, beyandantrol.
Our future results will suffer if we do not effectively manage expansions to our operations.

We may continue to expand our operations throughpreduct and service offerings and through addéistrategic investments,
acquisitions or joint ventures, some of which nayolve complex technical and operational challen@es future success depends, in part,
upon our ability to manage our expansion opporiesiitwvhich pose numerous risks and uncertaintiejding the need to integrate new
operations into our existing business in an effitend timely manner, to combine accounting and gedcessing systems and management
controls and to integrate relationships with custmsnvendors and business partners. In additidm,ef@acquisitions or joint ventures may
involve the issuance of additional shares of omnmmn stock, which may dilute our stockholders' oship.

Furthermore, any future acquisitions of businessdacilities could entail a number of risks, inding:
« problems with the effective integration of op@ras;
« inability to maintain key pre-acquisition buséserelationships;

* increased operating costs;
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e exposure to unanticipated liabilities; and

- difficulties in realizing projected efficienciesynergies and cost savings.

We cannot assure you that our future expansiomcauisition opportunities will be successful, orttttee combined business will
realize its expected operating efficiencies, castrgys, revenue enhancements, synergies or othefitse

In some instances it is expensive and difficultswitch new customers to our network, and lack obperation of incumbent
carriers can slow the new customer connection prese

It is expensive and difficult for new customersstitch to our network if we require cooperationnfrthe incumbent carrier in
instances where there is no direct connection leivlee customer and our network. Needing to ola#t@annection to our network from the
incumbent carrier can complicate and add to the timd expense that it takes to provision a newoousts service. Many of our principal
competitors, the domestic and international incumhloarriers, are already established providersadlitelephone services to all or virtually all
telephone subscribers within their respective serareas. Their physical connections from theimpges to those of their customers are
expensive and difficult to duplicate. To compldte hew customer provisioning process for a cust@ntmration that is not located on our
network, we rely on the incumbent carrier to preceartain information. The incumbent carriers haimancial interest in retaining their
customers, which could reduce their willingnessdoperate with our new customer provisioning retpjésereby adversely affecting our
ability to compete and increase revenue. Furthesalidation of incumbent carriers with other teleeounications service providers may make
these problems more acute.

As a result of the Global Crossing acquisition, Leh\B is now exposed to significant currency transfestrictions and currency
exchange rate risks and our net loss may suffer daecurrency translations.

Certain of our current and prospective customerweé¢heir revenue in currencies other than U.Sldb® but are invoiced by us in
U.S. Dollars. The obligations of customers withstahtial revenue in foreign currencies may be sutbeunpredictable and indeterminate
increases in the event that such currencies depecici value relative to the U.S. Dollar. Furthermydhese customers may become subject to
exchange control regulations restricting the cosieer of their revenue currencies into U.S. Dollémseither event, the affected customers may
not be able to pay us in U.S. Dollars. Similarlgclines in the value of foreign currencies (sucthasdevaluation of the Venezuelan bolivar
discussed below) relative to the U.S. Dollar caddersely affect our ability to market our servitesustomers whose revenue is denominatec
in those currencies. In addition, where we issweites for our services in currencies other tha®. Dollars, our net loss may suffer due to
currency translations in the event that such cuiesndepreciate relative to the U.S. Dollar andcarenot or do not elect to enter into currency
hedging arrangements in respect of those paymédigatibns.

As a result of the Global Crossing acquisition,iv@ conduct a significant portion of our businesimg the British Pound Sterling,
the Euro and the Brazilian Real. Appreciation & thS. Dollar adversely affects our consolidatagneie. Since the former Global Crossing
portion of our business tends to incur costs instrae currency in which those operations realizemee, the effect on operating income and
operating cash flow is largely mitigated. HowevEthe U.S. Dollar appreciates significantly, futurevenues, operating income and operating
cash flows could be materially affected. In additithe appreciation of the U.S. Dollar relativédeeign currencies reduces the U.S. Dollar
value of cash balances held in those currencies.

Certain Latin American economies have experienbedtages in foreign currency reserves and havetadapstrictions on the use of
certain mechanisms to expatriate local earningscangert local currencies into U.S. Dollars. Anytleése shortages or restrictions may lim
impede our ability to transfer or to convert thaserencies into U.S. Dollars and to expatriate ¢hiosds. In addition, currency devaluations in
one country may have adverse effects in anothartopu
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In Venezuela, the official bolivares-U.S. Dollarclange rate established by the Venezuelan Cerdrdt BBCV”) and the
Venezuelan Ministry of Finance has historicallyibtited to the bolivar a value significantly gredtean the value that prevailed on the former
unregulated parallel market. The official ratehis tate used by the Comision de Administracién désBs (“CADIVI”), an agency of the
Venezuelan government, to exchange bolivares potgaan official process that requires applicatm government approval. Global
Crossing uses the official rate to record the as$iabilities and transactions of its Venezuelabssdiary. Effective January 12, 2010, the
Venezuelan government devalued the Venezuelandyolfhe official rate increased from 2.15 Venezudlalivares to the U.S. Dollar to 4.30
for goods and services deemed “non-essential” a8l fdr goods and services deemed “essential”.ifipact of this devaluation was reflected
in Global Crossing's historical consolidated finahstatements for the three months ended Marcl2@10. Effective January 1, 2011, the Ven
ezuelan government further increased the officitd for goods deemed “essentitd”4.30 Venezuelan bolivares to the U.S. DollaisTangs
had no effect on the carrying value of Global Cimugs historical financial statements.

In an attempt to control inflation, on May 18, 201le Venezuelan government announced that theyulated parallel currency
exchange market would be shut down and that the BGMd be given control over the previously unregedl portions of the exchange mar
In June 2010, a new regulated currency tradingegsysiontrolled by the BCV, the Transaction SystenHareign Currency Denominated
Securities (“SITME”"),commenced operations and established an initiajtwed average implicit exchange rate of approxim&@e0 bolivare:
to the U.S. Dollar. Subject to the limitations ardtrictions imposed by the BCV, entities domiciled/enezuela may access the SITME by
buying U.S. Dollar denominated securities throughks authorized by the BCV. The purpose of the regulated system is to supplement the
CADIVI application and approval process with anitiddal process that allows for quicker and smadtechanges.

As indicated above, the conversion of bolivares foteign currencies is limited by the current easatpe control regime. Accordingly,
the acquisition of foreign currency by Venezuelampanies to honor foreign debt, pay dividends beatise expatriate capital is subject to
either the limitations and restrictions of the SIEMr the CADIVI registration, application and apypabprocess, and is also subject to the
availability of foreign currency within the guideés set forth by the National Executive Power lier allocation of foreign currency. Approvals
under the CADIVI process have been less forthcomingnes, resulting in a significant buildup oftegs cash in Global Crossing's Venezt
subsidiary and a significant increase in its exgearate and exchange control risks.

At September 30, 2011, Global Crossing had $6 onilof obligations registered and subject to apdrbyaCADIVI for the conversio
of bolivares into foreign currencies. Global Cragscannot predict the timing and extent of any C¥Ddpprovals to honor foreign debt,
distribute dividends or otherwise expatriate cdpitang the official Venezuelan exchange rate. Sapyrovals have been issued within a few
months while others have taken more than one {raing the nine months ended September 30, 20IdhdBCrossing received $8 million of
approvals from CADIVI to convert bolivares to UZollars at both the essential and non-essentiadiaffrates. To date, Global Crossing has
not executed any exchanges through SITME. If weewteisuccessfully avail ourselves of the SITME psscto convert a portion of our
Venezuelan subsidiary's cash balances into U.SaiBplwe would incur currency exchange lossesemptiriod of conversion based on the
difference between the official exchange rate &ed3ITME rate on the amount converted. Additionaflye were to determine in the future
that the SITME rate was the more appropriate ratese to measure bolivdrased assets, liabilities and transactions, regphoesults would be
further adversely affected.

As of September 30, 2011, Global Crossing's Vernanusibsidiary had $89 million of net assets initlgdb49 million of cash and
cash equivalents, of which $2 million was held iiSUDollars and $47 million (valued at the fixedi@al CADIVI rate on that date of 4.30
Venezuelan bolivares to the U.S. Dollar (the “CADldte")) was held in Venezuelan bolivares. In tighthe Venezuelan exchange control
regime, none of these net assets (other than ti&l$@n of cash denominated in U.S. Dollars antitmutside of Venezuela) may be
transferred to Level 3 or any other subsidiary efél 3 in the form of loans, advances or cash divits without the consent of a third party
(that is, CADIVI or SITME).
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Economic and political conditions in Latin Americpaose numerous risks to our operatior

After giving effect to the Global Crossing acqudit, our business operations in the Latin Amerigggion constitute a significant
portion of our business. As events in the Latin Aiggn region have demonstrated, negative econonpoldical developments in one country
in the region can lead to or exacerbate econompmlitical instability elsewhere in the region. thermore, events in recent years in other
developing markets have placed pressures on thiitstaf the currencies of a number of countried atin America in which we operate,
including Argentina, Brazil, Colombia and VenezuéMhile certain areas in the Latin American regiave experienced economic growth,
recovery remains fragile. Pressures on local ceiesrare likely to have an adverse effect on ogtauers in this region. Volatility in regional
currencies and capital markets could also havedaerae effect on our ability and that of our custosito gain access to international capital
markets for necessary financing, refinancing apétréation of earnings.

In addition, any changes to the political and ecoigsaconditions in certain Latin American countr@suld materially and adversely
affect our future business, operations, finanasidition and results of operations. For exampldanuary 2007, the Venezuelan National
Assembly issued an Enabling Law allowing the Pexsicbf Venezuela to carry out the nationalizatiboestain businesses in the electricity .
energy sectors, as well as Venezuela's largesotaimunications company, Compafia Andnima Nacioe#fdnos de Venezuela (“CANTY”
CANTV was nationalized in the same year. A staterfrem the Venezuelan minister of telecommunicatiand director of the Comisién
Nacional de Telecomunicaciones, the country's oeeunications regulatory authority, has indicateat the nationalization of CANTV do
not imply the nationalization of the telecommunicas sector as a whole. However, there can be surasce that such nationalization plans
will not also extend to other businesses in thec@nmunications sector, including our business.dgdwernment also announced plans to
modify the telecommunications law, and we cannetijot the effect of these amendments to our businesaddition, a referendum held on
February 15, 2009, approved an amendment to thenfstonstitution removing presidential term lignit

Inflation and certain government measures to cuntifiation in some Latin American countries may hawalverse effects on their
economies and our business and operations in thioeations.

Some Latin American countries, including VenezuBlazil and Argentina, have historically experiesh¢tggh rates of inflation.
Inflation and some measures implemented to cutatioh have had significant negative effects ongbenomies of these countries.
Governmental actions taken in an effort to curkatin, coupled with speculation about possiblefetactions, have contributed to economic
uncertainty at times in most Latin American cowedriThese countries may experience high levelsfiattion in the future that could lead to
further government intervention in the economy/uding the introduction of government policies toatld adversely affect our results of
operations in those locations. In addition, if afiyfhese countries experience high rates of irfigtive may not be able to adjust the price o
services sufficiently to offset the effects of atfbn on our cost structures in those locationkigh inflation environment would also have
negative effects on the level of economic actieityl employment and adversely affect our businessits of operations and financial
condition.

Many of Global Crossing's most important governmentstomers have the right to terminate their contta with us if a change of
control occurs or to reduce the services they puash from us.

Various agencies of the U.K. Government togethpragented approximately 51%, 49% and 47% of Gl@bassing (UK)
Telecommunications Limited and its subsidiarieslléctively, the “GCUK Segment”) revenues in 202009 and 2008, respectively. Many of
GCUK's government contracts contain broad changewtfrol provisions that permit the customer tarti@ate the contract if GCUK undergc
a change of control, such as the indirect changavimership that resulted from our acquisition obl&ll Crossing. A termination in many
instances gives rise to other rights of the govemmngustomer, including, in some cases, the rigpurchase some of GCUK's assets used in
servicing those contracts. Although we are not avedirany of GCUK's significant government customedicating their intent to terminate
their contracts with GCUK as a result of our aciiois of Global Crossing, if any such contracts g/ggrminated as a result of such acquisition
or another change of control transaction, we cewfgerience a material and adverse effect on thisopoof our business and results of
operations.
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In addition, most of GCUK's government contractndbinclude significant minimum usage guaranté&ésts, the applicable
customers could simply choose not to use GCUK'\@es and move to another telecommunications pesvid the applicable customers of
any of GCUK's significant government contracts wersignificantly reduce the services that theychase under these contracts, we could
experience a material and adverse effect on thisopoof our business and results of operationse @MGCUK's principal customer
relationships is with the UK Foreign and Commonwleélffice (“FCO”), to whom GCUK provides an intetianal telecommunications
network known as the FTN. GCUK's contract to previde FTN expired in May 2010. GCUK has entered freansition arrangements in
respect of the FCO's migration to a network to lmvided by a competitor as the replacement folfh. We estimate our 2011-2012 revenue
to be adversely affected by between $10 millio26 million as a result of this action by the F@@th most of the impact occurring in 2012.
In addition, we continue to pursue other ordinasyrse commercial opportunities with the FCO.

The pension plans previously maintained by Globab&sing may require additional funding and negatiyeaffects cash flows.

Certain North American and European hourly andrieda@mployees are covered by a defined benefgiparplans. On December 31,
1996, the North American plan was frozen and alpleyees hired thereafter are not eligible to paséite in the plan. The U.K. plans were
closed to new employees on December 31, 1999. ghsign expense and required contributions to thession plans are directly affected by
the value of plan assets, the projected rate afmain plan assets, the actual rate of return an gésets and the actuarial assumptions used to
measure the defined benefit pension plan obligatiés of December 31, 2010, the projected benbfigation under these pension plans was
approximately $83 million ($15 million for U.S. pla and $68 million for U.K. plans) and the valuglzin assets was approximately
$83 million ($18 million for US plans and $65 milfi for U.K. plans). If plan assets perform belowentations, future pension expense and
funding obligations will increase, which would haar@egative effect on our cash flows from operation

The Network Security Agreement imposes significaguirements on us. A violation of the agreemenudm have severe
consequences.

The Network Security Agreement (our agreement wétain agencies of the U.S. Government to addhess.S. Government's
national security and law enforcement concernspsap significant requirements on us related tan&ion storage and management; traffic
routing and management; physical, logical, and ngtvgecurity arrangements; personnel screeningraimdng; and other matters. While we
expect to continue to comply fully with our obligats under the Network Security Agreement, it ipassible to eliminate completely the risk
of a violation of the agreement. The consequentas/mlation of the Network Security Agreement ttbbe severe, potentially including the
revocation of our FCC licenses in the U.S., whiauld result in the cessation of our U.S. operatemd would have a material adverse effect
on our business, results of operations and finhooizdition.

Our operations are subject to regulation in eachtble countries in which we operate and require wsdbtain and maintain a
number of governmental licenses and permits. If fed to comply with those regulatory requirements  obtain and maintain those
licenses and permits, including payment of relatiees, if any, we may not be able to conduct ouribess in that jurisdiction. Moreover,
those regulatory requirements could change in a nman that significantly increases our costs or othése adversely affects our operations.

In the ordinary course of constructing our netwaaks providing our services, we are required t@aiobdnd maintain a variety of
telecommunications and other licenses and authaimain the countries in which we operate, as wasltights-of-way from utilities, railroads,
incumbent carriers and other persons. We also owmsply with a variety of regulatory obligations. ®to the political and economic risks
associated with the countries in which we operatecannot be assured that we will be able to miairtar licenses or that they will be rene
upon their expiration. Our failure to obtain or mtain necessary licenses, authorizations and rigfatgy, or to comply with the obligations
imposed upon license holders including the payroéfges, in one or more countries, may result ilcans or additional costs, including the
revocation of authority to provide services in @menore countries.
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Our operations around the world are subject tolegigun at the regional level (for example, the Eagan Union), the national level (
example, the FCC) and, in many cases, at the staeincial, and local levels. The regulation détmmmunications networks and services
around the world varies widely. In some countribs,range of services that we are legally permitbgorovide may be limited. In other
countries, existing telecommunications legislai®m the process of development, is unclear ooriststent, or is applied in an unequal or
discriminatory fashion, or inadequate judicial,utzgory or other forums are available to addressetinadequacies or disputes. Regulations or
rules on network neutrality, license fees, envirental, health and safety, privacy and other regeyathanges, in general or particular to our
industry, may increase costs and restrict operatiOur inability or failure to comply with the teemmunications and other laws and
regulations of one or more of the countries in Whig operate could result in the temporary or peenaisuspension of operations in one or
more countries. We also may be prohibited fromrémgecertain countries at all or from providing aflour services in one or more countries.
In addition, many of the countries in which we agerare conducting regulatory or other proceedihgswill affect the implementation of th
telecommunications legislation. We cannot be cemdithe outcome of these proceedings. These pdouwgemay affect the manner in which
we are permitted to provide our services in thesmtries as well as the level of fees and taxeslpayto the government, and may have a
material adverse effect on our business, resultpefations and financial condition.

As a result of the Global Crossing transaction, &ee now exposed to legal proceedings and contindettilities, including those
related to acquisition previously made by GlobaldoSsing, that could result in material losses thag Wwave not reserved against.

Global Crossing is a party to various legal progegsiand is subject to certain important contindiailities described more fully in
Note 19,“Commitments, Contingencies and Other,” to Globed$8ing's consolidated financial statements inaudd.evel 3's Current Report
on Form &K/A filed on October 27, 2011. If one or more oé$ie legal proceedings or contingent liabilitiesemerbe resolved in a manner
adverse to Global Crossing, Global Crossing coufteslosses that are material to our businessiltsesf operations and financial condition.
Global Crossing has not established reserves foyrafthese contingent liabilities and those foiichireserves have been established could be
adversely resolved at levels exceeding the reseamemlints. Certain of these contingent liabilitiesald have a material adverse effect on our
business, results of operations and financial d¢mrdin addition to the effect of any potential netery judgment or sanction against us.
Furthermore, any legal proceedings, regardlessenbtitcome, could result in substantial costs aversion of resources that could have a
material adverse effect on our business, resultpefations, and financial condition. Assets artitiea that Global Crossing acquired in its
most recent acquisitions, may be subject to unknomgontingent liabilities for which we may have mourse, or only limited recourse to the
entity from which the business was acquired (ostékeholders).

Level 3 has substantial debt, which may hinder itgrowth and put Level 3 at a competitive disadvantag,.
Level 3's substantial debt may have important cqueaces, including the following:

» the ability to obtain additional financing focquisitions, working capital, investments and capitr other expenditures could
be impaired or financing may not be available oreatable terms;

» asubstantial portion of Level 3's cash flowdl Wwe used to make principal and interest paymentsutstanding debt,
reducing the funds that would otherwise be avadldbi operations and future business opportunities;

* asubstantial decrease in cash flows from operaictivities or an increase in expenses couldeniiadtifficult to meet debt
service requirements and force modifications toratyens;

» Level 3 has more debt than certain of its comtqat which may place Level 3 at a competitiveadisgantage; and
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» substantial debt may make Level 3 more vulneré&bl downturn in business or the economy generall

Level 3 has substantial deficiencies of earningsoteer fixed charges of approximately $ 557 millfonthe nine months ended ended
September 30, 2011 . Level 3 had deficienciesafiags to cover fixed charges of approximately86#6illion for the nine months ended
September 30, 2010, approximately $713 milliontfer fiscal year ended December 31, 2010, approrim&617 million for the fiscal year
ended December 31, 2009, approximately $264 miftiwrthe fiscal year ended December 31, 2008, aqmetely $1.1 billion for the fiscal
year ended December 31, 2007, and approximatel® Bithion for the fiscal year ended December 310&(

Level 3 may not be able to repay its existing debfailure to do so or refinance the debt could prevat Level 3 from
implementing its strategy and realizing anticipatedprofits.

If Level 3 were unable to refinance its debt oraise additional capital on acceptable terms, L8ehbility to operate its business
would be impaired. As of September 30, 2011 , L8vehd an aggregate of approximately $ 7.7 bilbdlong-term debt on a consolidated
basis including current maturities, premiums arstalints, capital leases and its commercial mortgagkapproximately $ 523 million of
stockholders’ deficit. Of this long-term debt apgroately $ 1 million is due to mature in the remagmthree months of 2011, approximately $
279 million is due to mature in 2012, and $ 278ionilis due to mature in 2013, in each case exolydiebt discounts, premiums and fair value
adjustments.

Level 3’s ability to make interest and principalypeents on its debt and borrow additional fundsawrofable terms depends on the
future performance of the business. If Level 3 dusshave enough cash flow in the future to maker@st or principal payments on its debt,
Level 3 may be required to refinance all or a péits debt or to raise additional capital. Levade@not be sure that it will be able to refinance
its debt or raise additional capital on acceptédams.

ITEM5. OTHER INFORMATION.
Mine and Health Administration Safety Disclosure &attern or Potential Pattern of Violatior

We are engaged in coal mining through our subsidie€P, Inc. (“KCP”). KCP has a 50% interest irotwmines, which are operated
by a subsidiary of Peter Kiewit Sons’, Inc. (“PKSDecker Coal Company (“Decker”) is a joint ventwigh Western Minerals, Inc., which is a
subsidiary of Cloud Peak Energy Inc. Black ButalQCompany (“Black Butte”) is a joint venture wilitter Creek Coal Company, a
subsidiary of Anadarko Petroleum Corporation. Theekzr mine is located in southeastern Montanalea@tack Butte mine is located in
southwestern Wyoming. The coal mines use the seirfdining method. We also own other properties weae formerly engaged in surface
mining of coal, but those properties have eitherbfeilly reclaimed and are on a monitoring statuare in the process of being reclaimed.

The operation of our mines is subject to regulatiprihe Federal Mine Safety and Health Administrai*MSHA”) under the Federal
Mine Safety and Health Act of 1977 (the “Mine Act"The following disclosures are provided pursuarthe Dodd-Frank Wall Street Reform
and Consumer Protection Act (the “Act”), which weasacted in July 2010; Section 1503 of the Act nexpucertain disclosures by companies
required to file periodic reports under the Se@siExchange Act of 1934, as amended, that opsrigies regulated under the Mine Act. Un
the Act, the SEC is authorized to issue rules agdlations to carry out the purposes of these pravs, but has not done so as of the date of
this quarterly report. While we believe the follogidisclosures meet the requirements of the Ait,pbssible that any ruleaking by the SE!
will require disclosures to be presented in a ftmat differs from this presentation. All of our ritig operations are located within the western
United States.

For the three months ended September 30, 2014ccmrdance with Section 1503 of the Act, we presenfollowing information
with respect to the mines that we operate and timosich we have a 50 percent joint venture owmigrinterest:
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Big Horn Black Butte Decker Rosebud
Item Mine Mine Mine Mine

Section 104 S&S citations (#)(1) — 7 2 2 —
Section 104(b) orders (#)(2) — - = — —
Section 104(d) citations and orders (#)(3) — S — — —
Section 110(b)(2) violations (#)(4) — - = — —
Section 107(a) orders (#)(5) — S — — —
Proposed MSHA assessments ($)(6) — 5,99t 4,44, 4,447 —
Fatalities (#)(7) — - — — _
Section 104(e) notices(#)(8) — S — — —

Pending Mine Safety Commission legal actions
(including any contested penalties for citatiorssied)(#)
9) — 22 2 2 —

(1) Total number of violations of mandatory healttsafety standards that could significantly amloissantially contribute to the cause and
effect of a coal mine safety or health hazard uisdetion 104 of the Federal Mine Safety and He&tthof 1977 (30 U.S.C. 814) (the
Act) for which we received a citation from MSHA.

(2) Total number of orders issued under sectiegh{ld)0of the Act (30 U.S.C. 814(b)).

3) Total number of citations and orders for umaatable failure of Level 3 to comply with mandattealth or safety standards under
section 104(d) of the Act (30 U.S.C. 814(d)).

4 Total number of flagrant violations under sgetl 10(b)(2) of the Act (30 U.S.C. 820(b)(2)).

(5) Total number of imminent danger orders issueder section 107(a) of the Act (30 U.S.C. 817(a)).

(6) Total dollar value of proposed assessmentagltine reporting period from MSHA under the AcD(3.S.C. 801 et seq.).

@) Total number of mining-related fatalities.

(8) Any coal mines owned and operated by us that redeiritten notice from MSHA of (A) a pattern of lations of mandatory health
safety standards that are of such nature as cewiel $ignificantly and substantially contributedtte cause and effect of coal mine

health or safety hazards under section 104(e)df st (30 U.S.C. 814(e)); or (B) the potentiah@ve such a pattern.

(9) Any pending legal action before the Federal Minfe§aand Health Review Commission involving a coéthe owned and operated
us.
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Iltem 6.

Exhibits

Exhibits filed as a part of this report are listedow.

12

311

31.2

32.1

32.2

101

Statements Re Computation of Ratios.
Rule 13a-14(a)/15d-14(a) Certification of the Chiskcutive Officer.
Rule 13a-14(a)/15d-14(a) Certification of the Chiefancial Officer.

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdioBe906 of the
Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioc8e906 of the
Sarbanes-Oxley Act of 2002.

The following materials from the Quarterly Repontfeorm 10-Q of Level 3 Communications, Inc. for thearter ended
September 30, 2011, formatted in XBRL (eXtensiblsiBess Reporting Language); (i) Consolidated Btetgs of
Operations, (ii) Consolidated Balance Sheets,Qidhsolidated Statement of Cash Flows, and (iveblte Consolidated
Financial Statements*.

* Pursuant to Rule 406T of Regulation S-T, the Hat¢ive Data Files on Exhibit 101 hereto are deenadiled or part of a
registration statement or prospectus for purpos&ections 11 or 12 of the Securities Act of 19%88amended, are deemed not
filed for purposes of Section 18 of the Securitied Exchange Act of 1934, as amended, and otheasgsaot subject to

liability under those sections.
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Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

LEVEL 3 COMMUNICATIONS, INC.

Dated: November 8, 2011 /sl Eric J. Mortensen

Eric J. Mortensen
Senior Vice President, Controller and Principal éuating Officer
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Exhibit 12
STATEMENTS RE COMPUTATION OF RATIOS
STATEMENT REGARDING COMPUTATION OF RATIO OF EARNING TO FIXED CHARGES

LEVEL 3 COMMUNICATIONS, INC.
(unaudited)

Nine Months Ended

September 30, Fiscal Year Ended
(In millions) 2011 2010 2010 2009 2008 2007 2006
Loss from Continuing Operations Befor
Taxes $ (557) $ (568) $ (713 $ (617) $ (312 $ (1,16¢) $ (810)
Interest on Debt, Net of Capitalized
Interest 49t 43¢ 58€ 59t 57C 60¢ 67C
Amortization of Capitalized Interest — — — — 48 68 68
Portion of rents deemed representative of
the interest factor (1/3) 52 51 69 68 68 63 44
(Losses) Earnings Available for Fixed
Charges $ (10) $ (79) $ (58 $ 46 $ 374 % (42¢) $ (28)
Interest on Debt $ 49t $ 43¢ $ 58¢ $ 59t % 57C % 60¢ $ 67C

Preferred Dividends — — — — — — _

Interest Expense Portion of Rental
Expense 52 51 69 68 68 63 44

Total Fixed Charges $ 547 % 48¢ % 65 $ 662 $ 63t $ 67z % 714
Ratio of Earnings to Fixed Charges — = = = = = —
Deficiency $ (557 ¢ (568) $ (719 $ 617) $ (269 $ (1,200 $ (742)




Exhibit 31.1

CERTIFICATIONS*

[, James Q. Crowe, certify that:

1.

2.

| have reviewed this Form 10-Q of Level 3 Commutiass, Inc.;

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary
to make the statements made, in light of the cistanmces under which such statements were madmisieading with respect to the
period covered by this report;

Based on my knowledge, the financial statement$,aimer financial information included in this repdairly present in all material
respects the financial condition, results of operet and cash flows of the registrant as of, angdtfe periods presented in this rep

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a. Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being pneggh

b. Designed such internal control over financial réipgr or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

d. Disclosed in this report any change in the regidtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting;dan

The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@@spersons performing the
equivalent functions):

a. All significant deficiencies and material weaknesssethe design or operation of internal contra¢iofimancial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize and refpmahcial information; an

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: November 8, 2011

/s/ James Q. Crowe

James Q. Crowe
Chief Executive Officer

* Provide a separate certification for each priatigxecutive officer and principal financial officef the registrant. See Rules 13a-14(a) and
15d-14(a).



Exhibit 31.2

CERTIFICATIONS*

[, Sunit S. Patel, certify that:

1.

2.

| have reviewed this Form 10-Q of Level 3 Commatimns, Inc.;

Based on my knowledge, this report does not coratay untrue statement of a material fact or omfitate a material fact necessary
to make the statements made, in light of the citances under which such statements were madmisieading with respect to
the period covered by this report;

Based on my knowledge, the financial statemamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this
report;

The registrant’s other certifying officer(s)dalhare responsible for establishing and maintgmisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtifas defined in Exchange #
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a. Designed such disclosure controls and procedaregused such disclosure controls and procedates tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

d. Disclosed in this report any change in thestegnt's internal control over financial reportitigt occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaceporting; and

The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent et@tuaf internal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weakressg the design or operation of internal contr@rdinancial reporting which
are reasonably likely to adversely affect the regid’s ability to record, process, summarize aqubrt financial information;
and

b. Any fraud, whether or not material, that invedyunanagement or other employees who have a samiifiole in the registrant’s
internal control over financial reporting.

Date: November 8, 2011

/s/ Sunit S. Patel

Sunit S. Patel
Chief Financial Officer

* Provide a separate certification for each priatigxecutive officer and principal financial officaf the registrant. See Rules 13a-14(a) and
15d-14(a).



Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Form 10-Q of Level 3 Comnuations, Inc. (the “Company”) for the three andenmonths ended September 30, 2011
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), I, James @wey, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdapted pursuant to § 906 of the Sarbanes-OxlepA2002, that:

1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchafgeof 1934; and

2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations
of the Company.

/sl James Q. Crowe
James Q. Crowe

Chief Executive Officer
November 8, 2011




Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Form 10-Q of Level 3 Comnuations, Inc. (the “Company”) for the three andenmonths ended September 30, 2011
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Sunit StelRaChief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135G dapted pursuant to § 906 of the Sarbanes-OxleypA2002, that:

1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations
of the Company.

/s/ Sunit S. Patel
Sunit S. Patel

Chief Financial Officer
November 8, 2011




