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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 8-K/A-1

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

Date of report (Date of earliest event reportedgember 23, 2005

LEVEL 3 COMMUNICATIONS, INC.

(Exact name of Registrant as Specified in its Grart

Delaware 0-15658 47-0210602
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification No.)
1025 Eldorado Blvd. 80021
Broomfield, Colorado (Zip Code)

(Address of Principal Executive Office
Registrant's telephone number, including area ¢o2i@) 888-1000

N/A
(Former Name or Former Address, if Changed Sinct Raport)

Check the appropriate box below if the Form 8-lilis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions:

/ [ Written communications pursuant to Rule 428arthe Securities Act (17 CFR 230.425)
/ [ Soliciting material pursuant to Rule 14a-12le@nthe Exchange Act (17 CFR 240.14a-12)
/ [ Pre-commencement communications pursuant ke Rid-2(b) under the Exchange Act (17 CFR 240.2@x}

/ | Pre-commencement communications pursuant ke Re-4(c) under the Exchange Act (17 CFR 2404(8%-




This Form 8-K/A is filed as an amendmenm@ndment No. 1) to the Current Report on Fork fled by Level 3 Communications, Ir
under Items 2.01 and 9.01 on December 29, 2005n8ment No. 1 is being filed to include the finahaidormation required under Item
9.01.

Section 2—Financial Information
Item 2.01 Completion of Acquisition or Disposition of Assets

On December 23 2005, pursuant to the PaechAgreement, dated as of October 30, 2005, byaamahg Level 3 Communications, Inc.
(" Level 3"), Level 3 Communications, LLC, a wholly owned sidiary of Level 3 ("Level 3 Communicatior$, Leucadia National
Corporation ("Leucadia") and Baldwin Enterprises, Inc., an indirect wiawned subsidiary of LeucadiaBaldwin"), as amended (the "
Purchase Agreeme"), Level 3 and Level 3 Communications completea dloquisition of all of the issued and outstandimembership units
of WilTel Communications Group, LLC WilTel"), a wholly owned subsidiary of Baldwin, excludingrtain specified assets and liabilities
of WilTel.

The consideration paid by Level 3 consistedpproximately $390 million in cash (which indkd a $16 million adjustment for
estimated excess working capital), plus $100 mmilliocash to reflect Leucadia's having compliedhitg obligation to leave that amount of
cash in WilTel, and 115 million newly issued shavétevel 3 common stock, par value $0.01 per sfthe"Shares'). The cash purchase
price is subject to post-closing adjustments basedctual working capital as of the closing date.

As previously disclosed in Level 3's ForfK 8iled with the Securities and Exchange Commiggite "SEC") on November 1, 2005,
prior to the closing, WilTel transferred certairckided assets to Baldwin and Baldwin assumed ceetailuded liabilities. The excluded
assets included all cash and cash equivalentscigseyof $100 million at the closing date, all m#akée securities held by WilTel or its
subsidiaries, WilTel's headquarters building lodateTulsa, Oklahoma and certain other miscellasesmsets. In addition, WilTel assigned to
Baldwin all of its right to receive $236 million tash payments from SBC Communications Inc. Théudrd liabilities include all of
WilTel's long-term debt obligations, WilTel's okditions under its defined benefit pension planaiemther employee related liabilities and
other claims. Prior to the closing, WilTel was sded from all obligations under its credit agreemnael the outstanding mortgage note
secured by its headquarters building.

Also on the closing date, Level 3, Leucatid Baldwin executed a registration rights agregrftee "Registration Rights Agreemeht
pursuant to which Level 3 filed a Registration 8taént on Form S-3 with the SEC on December 27, 288fering the Shares. The Shares
are subject to a transfer restriction that limiits humber of shares Baldwin or Leucadia can séfh(gertain exceptions) on any given day.
This transfer restriction expires on May 22, 20Bg@rther, pursuant to the Registration Rights Agrestn_eucadia, Baldwin and its affiliates
cannot (i) until June 22, 2006, increase their Beiad ownership of Level 3 common stock and (figteafter until December 23, 2008,
increase their beneficial ownership above 15% ofel8's total outstanding shares of common stot¢kowit the prior written consent of the
board of directors of Level 3. The restriction fagth in (i) above terminates if Leucadia andaffiliates own less than 5% of Level 3's
outstanding common stock.

The foregoing summary and descriptiondefRurchase Agreement and the Registration Rigisefnent do not purport to be comp
and are qualified in their entirety by referencéiYdahe full text of the Purchase Agreement whifiled as Exhibit 10.1 to Level 3's Form 8-
K filed on November 1, 2005, and incorporated helsi reference, and (i) the full text of the Rexgion Rights Agreement filed as
Exhibit 10.2 to Level 3's Form 8-K filed on Decem8, 2005, and incorporated herein by reference.
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Section 3—Securities and Trading Markets
Item 3.02 Unregistered Sales of Equity Securities.

On December 23, 2005, Level 3 issued 11komishares of common stock, $0.01 par value,dt®in. The common stock was issued
without registration pursuant to an exemption fr@gistration provided by Section 4(2) of the SegsiAct of 1933, as the issuance of
common stock pursuant to the Purchase Agreemelatiinvolve a public offering.

The information set forth in Item 2.01 abas incorporated by reference into this Item 3.02.
Section 9—Financial Statements and Exhibits
Item 9.01 Financial Statements and Exhibits
(@  Financial Statements of Business Acquired

The audited consolidated financial statemenWilTel as of December 31, 2004 and for tisedl year ended December 31, 2004 are
filed as Exhibit 99.3 to this Amendment No. 1 andarporated herein by this reference. The unauditedim condensed consolidated
financial statements of WilTel as of September28m5 and December 31, 2004 and for the nine manmtisd September 30, 2005 and 2004
are filed as Exhibit 99.4 to this Amendment Nondl éncorporated herein by this reference.

(b) Pro Forma Financial Information

The unaudited pro-forma financial infornoatiwith respect to the transaction described im 201 is filed as Exhibit 99.5 to this
Amendment No. 1 and incorporated herein by thisreafce.




SIGNATURE

Pursuant to the requirements of the Seéeariixchange Act of 1934, as amended, the Regidteanduly caused this report to be signed
on its behalf by the undersigned hereunto duly@ighd.

LEVEL 3 COMMUNICATIONS, INC.

Dated: March 2, 2006 /s/ ERIC J. MORTENSEN

Eric J. Mortensen
Senior Vice President, Controller and Principal
Accounting Office




EXHIBIT INDEX
This index is amended to add the followaxdibits.

23.1 Consent of Independent Accounta

99.1 Level 3 Communications, Inc. and subsidiaries aaditonsolidated financial statements for the y
ended December 31, 2004, 2003 and 2002 (incorgbbgteeference to the Level 3
Communications, Inc. Annual Report on Forn-K for the year ended December 31, 20t

99.2 Level 3 Communications, Inc. and subsidiaries uitaddnterim consolidated financial statements
for the nine months ended September 30, 2005 addl @dcorporated by reference to the Level 3
Communications, Inc. Quarterly Report on Forr-Q for the quarter ended September 30, 2C

99.3 WilTel Communications Group, Inc. and subsidiaaeslited consolidated financial statements as of
and for the fiscal year ended December 31, 2

99.4 WilTel Communications Group, LLC and subsidiarieswudited interim condensed consolidated
financial statements as of September 30, 2005 awdmber 31, 2004 and for the nine months ended
September 30, 2005 and 20!

99.5 Unaudited pro forma condensed combined financiéstients
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Exhibit 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporationdfgrence in the registration statements on Forn{$e3. 333-53914, 333-91899, 333-68887,
333-71713, 333-115062, 333-123703, 333-125030,1285262, and 333-130710) and the registration setéon Form S-8 (Nos. 333-
79533, 333-42465, 333-68447, 333-58691, 333-528%3-115472, and 333-115751) of Level 3 Communioationc. of our report dated
March 11, 2005 relating to the financial statemefitd/ilTel Communications Group, Inc., which appear the Current Report on Form 8-
K/A of Level 3 Communications, Inc. dated Decem®gy 2005.

/sl PricewaterhouseCoopers LLP
Tulsa, Oklahoma
March 2, 2006
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Exhibit 99.3

WilTel Communications Group, Inc.
Consolidated Financial Statements

For the Year Ended December 31, 2004




Report of Independent Auditors

To the Stockholder of WilTel Communications Groln:

In our opinion, the accompanying consobdabalance sheet and the related consolidatedrstate of operations, cash flows and
shareholder's equity present fairly, in all mategapects, the financial position of WilTel Comnzations Group, Inc. and its subsidiaries at
December 31, 2004, and the results of their operatand their cash flows for the year then endeiriormity with accounting principles
generally accepted in the United States of Amefitese financial statements are the responsilofithe Company's management. Our
responsibility is to express an opinion on thesarftial statements based on our audit. We condoctedudit of these statements in
accordance with auditing standards generally aedeptthe United States of America. Those standaisire that we plan and perform the
audit to obtain reasonable assurance about whitthdinancial statements are free of material ratsghent. An audit includes examining, on
a test basis, evidence supporting the amountsianbbsures in the financial statements, asseskm@dcounting principles used and
significant estimates made by management, and a¥aduthe overall financial statement presentative.believe that our audit provides a
reasonable basis for our opinion.

/sl PricewaterhouseCoopers L

March 11, 2005




WILTEL COMMUNICATIONS GROUP, INC.
CONSOLIDATED BALANCE SHEET
December 31, 2004

(Dollars in thousands, except par value)

ASSETS
Current asset:
Cash and cash equivalel $ 209,71(
Investments 21,571
Trade and other receivables, 255,76(
Prepaids and other current as: 16,93t
Assets held for sal 7,65¢
Total current asse 511,63"
Non-current investment 8,45¢
Other asset 80,01:
Property, equipment and leasehold improvements 1,050,72
Total $ 1,650,83;
|
LIABILITIES
Current liabilities:
Trade payables and expense accr $ 268,36:
Deferred revenu 52,63:
Other current liabilitie! 68,14¢
Long-term debt due within one ye 3,922
Total current liabilities 393,06:
Long-term deferred revent 161,20¢
Other nor-current liabilities 142 ,97:
Long-term deb 423,09
Total liabilities 1,120,333

Commitments and contingencies (Notes 14 anc

SHAREHOLDER'S EQUITY
Common shares, $0.01 par value, 200,000,000 shatksrized, 10,000 shares outstanc

Additional paic-in capital 626,70
Accumulated other comprehensive | (14,459
Accumulated defici (81,759
Total shareholder's equi 530,49¢
Total $ 1,650,83:

The accompanying notes are an integral part oktheasolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, INC.
CONSOLIDATED STATEMENT OF OPERATIONS
For the year ended December 31, 2004

(In thousands)

Revenue: $ 1,582,96.
Operating Expense
Cost of sales (excluding depreciation and amoitina 1,287,80:
Selling, general and administrati 144,51:
Depreciation and amortizatic 208,12:
Other operating income, n (21,389
Total operating expens 1,619,05
Loss from operation (36,09
Interest expens (35,340
Investment and interest incor 12,22¢
Other income, ne 95¢€
Loss before income tax (58,250
Income tax benef —
Net loss $ (58,25()

The accompanying notes are an integral part oktheasolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended December 31, 2004

(In thousands)

Net cash flows from operating activities

Net loss $ (58,25()
Adjustments to reconcile net loss to net cash piexviby operation:
Depreciation and amortization of property, equiptreerd leasehold improvemet 204,64¢
Other amortization and n-cash interes 4,52¢
Net securities gain (6,372
Provision for doubtful accoun (2,037)
Reversal of excess litigation accri (18,549
Net change in
Trade and other receivabl 10,49¢
Prepaids and other ass 15,85(
Trade payables and expense accr 21,18«
Other liabilities 2,13
Deferred revenu 9,94t
Other (312)
Net cash provided by operating activit 183,26t
Net cash flows from investing activities
Acquisition of property, equipment and leaseholgriovement: (73,177
Proceeds from disposals of property and equipmmahbther asse 6,73(
Purchases of investments (other than -term) (16,537)
Proceeds from maturities of investme 94,69¢
Proceeds from sales of investme 10,97¢
Release of restriction on restricted ¢ 13,28:
Distribution from investmer 1,732
Acquisition, net of cash acquirt 1,42
Net cash provided by investing activiti 39,13¢
Net cash flows from financing activities:
Change in cash overdra 5,157
Repayments of lor-term debt (82,77¢)
Debt issuance cos (7,279
Net cash used in financing activiti (84,899
Net increase in cash and cash equival 137,50:
Cash and cash equivalents at beginning of p¢ 72,20¢
Cash and cash equivalents at end of pe $ 209,71(
I

Supplemental disclosures of cash flow informat
Cash paid during the peria

Interest $ 32,14¢
Income tax paymen $ 89
Income tax refund $ 23

The accompanying notes are an integral part oktheasolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, INC.
CONSOLIDATED STATEMENT OF SHAREHOLDER'S EQUITY
For the year ended December 31, 2004

(Dollars in thousands)

Common Stock Accumulated
Additional Other
Paid-In Accumulated Comprehensive
Shares Par Capital Deficit Loss Total
Balance, December 31, 20 1000 $ — $ 626,70° $ (23,509 $ (5,672 $ 597,53
Comprehensive los
Net change in minimum pension liabili — — — — (8,579 (8,579
Net change in unrealized loss on investm — — — — (20¢) (20¢)
Net loss — — — (58,25() — (58,25()
Comprehensive los (67,037
Balance, December 31, 20 10,00 $ — $ 626,70° $ (81,759 $ (14,459 $ 530,49

The accompanying notes are an integral part oktheasolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Nature of Operations and Basis of Presentatio
Nature of Operation

WilTel Communications Group, Inc. ("WilTedhd, together with its direct and indirect sulmiidis, the "Company") owns or leases and
operates a nationwide inter-city fiber-optic netiwproviding Internet, data, voice and video sersitecompanies that use high-capacity and
high-speed telecommunications in their businesies.Company has also built a fiber-optic networthimi certain cities in the U.S. and has
the ability to connect to networks outside the U:l8e Company operates in two segments, Networkvgnd.

Basis of Presentatio

The financial statements presented ard asdfor the year ended December 31, 2004, whaphessents the financial position, results of
operations and cash flows subsequent to the atiquisif the Company by Leucadia National Corporafd_eucadia"). Upon consummation
of the exchange offer and merger agreement, Wi@&ated to be a public company and is consolidatéetcadia effective November 6,
2003. See Note 4 for further discussion of the laeliec acquisition.

2. Liquidity and Capital Resources:

As of December 31, 2004, the Company h&®&2million of cash and cash equivalents and aitiadal $30.0 million in shorterm ant
long-term investments. Substantially all of the Qamy's assets have been pledged to secure itamditsg long-term debt, principally to
secure its obligations under its credit agreem®859.4 million outstanding as of December 31, 2G04 its outstanding mortgage debt
($60.3 million outstanding at December 31, 2004).

The Company's amended credit agreementstemg a $240.0 million first lien term loan fatil a $120.0 million second lien term loan
facility and a $25.0 million revolving credit faityf (which it can no longer draw upon, as discudseldw and in Note 11). The first lien term
loan facility requires quarterly principal paymenfsapproximately $0.6 million commencing DecemBg&r 2004 through June 30, 2009, and
quarterly principal payments of $57.0 million thafter until final maturity on June 30, 2010. Theaad lien term loan facility matures on
December 31, 2010. However, if the Company doeseaiwtance its obligations under its outstandingtgege debt prior to October 1, 2009,
then the first lien term loan facility will matuon October 1, 2009, and if such mortgage debttsafmmanced by January 1, 2010, then the
second lien term loan facility will mature on Janu#, 2010. Loans under the credit agreement Ioé@rdst at a variable rate based upon ¢
the prime rate or LIBOR, at the Company's optidns @ specified margin for each loan. The Companiyligations under its amended credit
agreement are secured by substantially all ofséets other than those assets securing its heaelguawilding, for which the amended credit
agreement lenders have a second priority lienjtaraircraft capital leases.

The Company's mortgage debt (which is ressto the Company, but not to Leucadia), has tendst rate of 7% and requires annual
principal payments escalating from approximately/$gillion in 2005 to approximately $1.0 million 2009; a final payment of
approximately $56.0 million is due at final matwrih April 2010.

As discussed in Note 3, in January 2005; E®mmunications, Inc. ("SBC") announced its intamto migrate its IP-based and long
distance services to the AT&T network. Pursuartheoterms of the Company's amended credit agreethahtainnouncement is considere:
event which




could reasonably be expected to have a "matenadrad effect” as defined in the facility, and assult the Company can no longer access its
$25.0 million revolving credit facility. The Compgaoes not anticipate needing the $25.0 millioroheing credit facility to meet its present
requirements. The announcement does not have gractron the $360.0 million of term loans underaheended credit agreement. Howe!
the credit agreement provides for an event of deifilnere is any amendment, supplement, modificabr termination of any contract or
agreement that has had or could reasonably be &xptcresult in a material adverse effect on tben@any (as defined in the credit
agreement). As discussed in Note 3, the Compaoyriently engaged in negotiations with SBC withpesd to a transition pricing agreement
and other matters which, if successfully concluaedy or may not be deemed an event of default uthdecredit agreement. The Company
intends to enter into discussions with its lender®re entering into any new definitive agreemeitih \8BC.

The amended credit agreement contains emisithat require the Company to meet certain ¢ipgreargets, which it currently meets,
and restrictions that limit the Company's abilityiicur additional indebtedness, spend funds oitatagxpenditures and make certain
investments. The agreement also prohibits the Cagnfsam paying dividends to Leucadia. The Compamyently expects it will be able to
meet the operating targets required by its cregtit@ment through 2006; however, compliance withofierating targets thereafter is uncer
because of SBC's announced intention to migrateaitc to AT&T's network.

The Company's future liquidity will be deglent on a number of other factors influencinggtmections of operating cash flows,
including those related to revenue growth, opegatixpenses and capital expenditures. Should agtsialts differ significantly from these
assumptions, the Company's liquidity position cdudcadversely affected.

3. SBC Announcement:

On January 31, 2005, SBC announced thatutd buy AT&T Corp., and announced its intentiomtigrate the services provided by the
Company to the AT&T network. SBC indicated thabxpects to close its acquisition of AT&T in thesfihalf of 2006.

Once SBC completes the migration of itstess from the Company's network to the AT&T netoand terminates the existing
preferred provider agreements between the Compash8BC (scheduled to extend until 2019), SBC wdlirbquired to pay the Company up
to $200 million for all costs the Company incursannection with such termination, including inged costs of the network facilities
remaining with the Company due to the loss of S&ffit (defined as "Transition Costs" in the praticagreements). The Company
anticipates that a migration of services from gswvork to AT&T would not begin until after the ajgpriate regulatory agencies approve
SBC's acquisition of AT&T. The Company expectsiit take anywhere from two to three years from nfiowSBC to migrate all of its traffic
off of the Company's network, and anticipates thaill continue to provide some level of service$BC into 2007.

Pursuant to the preferred provider agredésndime price for products and services, determsmgdrately for each product or service,
generally will be equal to the lesser of the cdshe product or service plus a specified rateetfimm, the prices charged to other customers,
the current market rate or, in some circumstareeapgecific rate. If either party can secure lowags for comparable services that the other
party will not match, then that party is free tdize the lowest cost provider. The Company and 3B&e agreed to use a fixed price for w
transport services (the substantial




majority of the Company's SBC generated revenueutih April 1, 2005. The Company is currently eregh@ negotiations with SBC with
respect to a transition pricing agreement and atiagters that will enable the Company to contiriuprbvide services to SBC after April 1,
2005. If the parties fail to reach agreement oaipgi, any disputes as to pricing methodology atfeetoesolved through binding arbitration.

Since SBC is the Company's largest custpaweounting for 70% of Network's 2004 operatingeraies, the Company concluded that
the SBC announcement is an event which require€timepany to assess the carrying value of the Coppéong-lived assets for
impairment, principally property and equipment.c®ithe event which gave rise to the impairmentesgwccurred on January 31, 2005, and
is not reflective of a condition that existed aefcember 31, 2004, the assessment of impairmdrtevperformed as part of the preparation
of the Company's financial statements for the fitsdrter of 2005. The carrying value of the Commpyoperty and equipment is
approximately $1,050.7 million at December 31, 2004

As more fully described in Note 11, SBGis@uncement is considered an event which couldneddy be expected to have a "material
adverse effect" as defined in the Company's ameoudtit facility, and while the Company can no lengccess its $25.0 million revolving
credit facility it has no immediate impact on tHf#68.0 million of term loans under the agreementweleer, the credit agreement provides for
an event of default if there is any amendment, lupent, modification or termination of any contractagreement that has had or could
reasonably be expected to result in a materialradveffect on the Company (as defined in the caggliégement). The Company is currently
engaged in negotiations with SBC with respect ti@asition pricing agreement and other matters kyhifcsuccessfully concluded, may or
may not be deemed an event of default under thiita@greement. The Company intends to enter irgoudisions with its lenders before
entering into any new definitive agreement with SBC

4. Significant Accounting Policies:

(a) Critical Accounting Estimates The preparation of financial statements infeonity with generally accepted accounting
principles ("GAAP") requires the Company to mak#neates and assumptions that affect the reportezliats in the financial statements and
disclosures of contingent assets and liabilities.a® on-going basis, the Company evaluates allexfd estimates and assumptions. The
following areas have been identified as criticalamting estimates because they have the poténti@ve a material impact on the
Company's financial statements, and because tledyased on assumptions which are used in the afoguacords to reflect, at a specific
point in time, events whose ultimate outcome wilt he known until a later date. Actual results dadiffer from these estimates.

Acquisition of the Company by Leucadiatn connection with accounting for the acquisitof the Company by Leucadia, significant
judgments and estimates were made to determinfaithealues of certain liabilities, including lidlies for net unfavorable loi-term
commitments and deferred revenue, many of whichired the Company to make assumptions about thesfuTo determine the fair value
deferred revenue, the Company had to assess ttemsalcaving limited activity in the current teleamunications market environment. The
Company considered market indicators related wngj pricing for comparable transactions, as w&slthe legal obligation of the Compan
provide future services. The Company also assumeduld continue to perform its contractual obligat
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through the term of its contracts. Revenue is resgl on these contracts as services are perfotyy@dally on a straight-line basis over the
remaining length of the contract. In the futurehi# Company settles these obligations or theptmerwise terminated prior to completion of
the performance obligation, the Company would jikelcognize a gain equal to the carrying amourihefobligation. At December 31, 2004,
the amount reflected in the consolidated balaneetsior deferred revenue was $213.8 million.

The Company evaluated the fair value o§lterm commitments that were either above or belmwcurrent market rates for similar
transactions, and the fair value of telecommuniceticapacity commitments that are not requireddaséNilTel's current operating plans.
These commitments primarily consist of real edidises and international capacity contracts. lerdia determine the fair values of these
agreements, the Company made significant assunsptimmcerning future market prices, future capaditization, the ability to enter into
subleasing arrangements and that the commitmettsatibe terminated prior to their expiration dat&éhe accrued liability is amortized on a
straight-line basis over the life of the commitnseiResults of operations in the future would bedaoted by any subsequent adjustment to this
liability, which could result from negotiating arteination or reduction of its contractual obligatiwith contract counter- parties or sublease
activity that is different from the Company's ongl assumptions. At December 31, 2004, the baleriating to those unfavorable long-term
commitments was $44.9 million.

Revenue Recognition: Capacity, transmission, video services andrd#lecommunications services revenues are recegmmonthly
as the services are provided or revenues are edfragdhe time services are rendered collectsonat reasonably assured either due to credit
risk, the potential for billing disputes or otheasons, revenue is not recognized until such operticies are resolved.

WilTel estimates the amount of servicesohtshould not be recognized as revenue at thetlimeervice is rendered based on its
collection experience for each type of service t&erof WilTel's customers represent such a higldicrisk due to their difficult financial
position that revenue is not recognized until dagleceived. In addition, WilTel knows from paspexience that a certain percentage of its
billings will be disputed and uses that experietocestimate the amount of expected disputes aretsiefcognition of revenue at the time the
service is provided. Revenues that have not besgnézed at the time service is provided are sulesaty recognized as revenue when the
amounts are collected.

Accruals for Access CostsThe Company's access costs primarily include ériaharges paid to vendors to originate and/oniteate
switched voice traffic, which are based on actsalge at negotiated or regulated contract ratesfixadcharges for leased lines for dedicz
facilities. At the end of each reporting periode tBompany's estimated accrual for incurred buyabbilled costs is based on internal usage
reports. The accrual is subsequently reconcilexttoal invoices as they are received, which isoagss that can take several months to
complete. This process includes an invoice valkiaagirocedure that normally identifies errors aratouracies in rate and/or volume
components of the invoices resulting in numerousiite disputes. It is the Company's policy to atlje accrual for the probable amount it
believes will ultimately be paid on disputed inv@s¢ a determination which requires significantreation and judgment. Due to the number
of different negotiated and regulated rates, caotistahanging traffic patterns, uncertainty in thigmate resolution of disputes, the period of
time required to complete the reconciliation ankhgkein invoicing by access vendors, changes iselestimates should be expected.
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Contingencies—The Company accrues for contingent losses wheandhtngent loss is probable and the amount of dassbe
reasonably estimated. As of December 31, 2004Ctmpany's consolidated balance sheet includeatiitig reserves of $21.5 million.
Estimating the ultimate outcome of litigation madtes inherently uncertain, in particular becauseultimate outcome will rest on events and
decisions of others that may not be within the posfehe Company to control. The Company does etiete that any of these matters will
have a material adverse effect on its consolidfuteahcial position, results of operations or ligtyd However, if the amounts ultimately paid
at the resolution of a litigation matter are sigrahtly different than the Company's recorded res@amount, the difference could be material
to the Company's consolidated results of operatimikssettlement amounts are likely to be matewi@tktliquidity.

Provision for Doubtful Accounts: A provision for doubtful accounts is recordelden the collectibility of a specific customer's
receivable balance becomes at risk due to a dedéido in the customer's financial condition ord®rice that recovery of the past due
receivable balance is unlikely. In addition, thenany maintains a general reserve based on pdsttmh history. An accounts receivable
balance is written-off against the allowance foulokful accounts when reasonable collection effoatge been exhausted and the balance is
deemed worthless. Subsequent collections of amguetsously written-off are generally credited tadbdebt expense.

Impairment of Long-Lived Assetgr-accordance with Statement of Financial Accountitandards No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets” ("SFAS. 144"), the Company evaluates its long-liveskss for impairment when events or
changes in circumstances indicate, in managenjadgsnent, that the carrying value of such assetsmofibe recoverable. The determina
of whether a long-lived asset (or asset groupgdsverable is based on management's estimate isicondted future cash flows attributable
to the asset as compared to its carrying valubeltarrying amount of the asset (or asset graugidater than the undiscounted cash flows,
the carrying amount of the asset is considerea todd recoverable. The amount of the impairmerdgeized would be determined by
estimating the fair value for the asset (or aseaig) and recording a provision for the excesdefdarrying value over the fair value.

As discussed in Note 3, on January 31, 288& announced that it would buy AT&T Corp., amth@unced its intention to migrate the
services provided by the Company to the AT&T netw@&ince SBC is the Company's largest customeguating for 70% of Network's
2004 operating revenues, the Company concludedhtb&BC announcement is an event which requir€timpany to assess the carrying
value of its long-lived assets for impairment, pijpally property and equipment. Since the eventivigiave rise to the impairment review
occurred on January 31, 2005, and is not reflectivee condition that existed as of December 3142€fe assessment of impairment will be
performed as part of the preparation of the Comisdimancial statements for the first quarter o®20The carrying value of the Company's
property and equipment is approximately $1,050.fianiat December 31, 2004.

The Company's impairment analysis is exgzbtt have numerous assumptions and estimates thiedutture. The process of estimating
future cash flows is subjective and inherently maate because precise information about the fusunet available, and in this case is made
more difficult because of the volatility that theddcommunications industry has experienced ovepdiséfew years. The economics of the
Company's future relationship with SBC, includitgterm, is also uncertain, which will be one af thost significant assumptions in the
analysis. The Company will also have to
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make assumptions concerning its ability to retaisténg customers, attract new customers, redupereses and participate in potential
consolidation opportunities as well as other matt€he Company is not currently able to determihetiver the carrying amount of its long-
lived assets will be impaired.

(b) Consolidation Policy The consolidated financial statements inclieaccounts of the Company and all majority-oweeities.
All intercompany transactions and balances areieditad in consolidation.

(c) Cash Equivalents The Company considers short-term investmeviig;h have initial maturities of less than threemtis at the
time of acquisition, to be cash equivalents. Caghaash equivalents include short-term investmeh$209.6 million at December 31, 2004.

(d) Investments At acquisition, marketable debt and equityusities are designated as either i) held to matuwhich are carried at
amortized cost, ii) trading, which are carried stiraated fair value with unrealized gains and lesg#lected in results of operations, or
i) available for sale, which are carried at estiad fair value with unrealized gains and loss#isated as a separate component of
shareholder's equity, net of taxes. As of DecerBiteP004, all of the Company's investments aresiflad as available for sale. Estimated
values are principally based on quoted market price

Investments with an impairment in valuesidared to be other than temporary are written dtmagstimated fair value. There have been
no other than temporary write-downs in 2004. Thet of securities sold is based on specific idesdtfon.

(e) Property, Equipment and Leasehold ImprovementBroperty, equipment and leasehold improvemamstated at cost, net of
accumulated depreciation and amortization. Deptieciand amortization are provided principally e straight-line method over the
estimated useful lives of the assets or, if ldss térm of the underlying lease. Upon retiremersabe, the cost of assets disposed of and the
related accumulated depreciation are removed fr@matcounts and any resulting gain or loss is édir charged to income. Repairs and
maintenance costs are expensed as incurred, wWipienditures that extend the useful life of the &saee capitalized.

() Intangible Assetsntangible assets are stated at cost, net of adateduamortization. As of December 31, 2004, athef
Company's intangible assets are not deemed todrairalefinite life; therefore, amortization is pided on the straight-line method over the
estimated useful lives of the assets.

(g) Accounting for Asset Retirement Obligationsin accordance with Statement of Financial Astong Standards No. 143,
"Accounting for Asset Retirement Obligations” ("SEAo. 143"), the Company follows the policy of pidimg an accrual for obligations
related to certain technical site leases, as vedib@r and conduit right-of-way agreements basethe estimated total cost of restoration of
such properties to meet contractual requiremerhtes@ estimated costs are calculated based onpketed future cash flows to remediate
such properties discounted at a risk-free rateagpdlying a probability factor for conditional resation obligations. Changes in expected
future cash flows are discounted at interest riduaswere in effect at the time of the originali@site for downward revision to such cash
flows, and at interest rates in effect at the tohthe change for upward revisions in the expetuéae cash flows.
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(h) Revenue Recognitian Capacity, transmission, video services anérmtilecommunications services revenues are rexegni
monthly as the services are provided or revenuegsamed. If at the time services are renderebbatimn is not reasonably assured either due
to credit risk, the potential for billing disputesother reasons, revenue is not recognized wrdh sontingencies are resolved. Amounts b
in advance of the service month are recorded asr@ef revenue. Revenues that have been deferrémhfpterm telecommunications service
contracts are amortized using the straight-linehmebver the life of the related contract. The Camypclassifies as current the amount of
deferred revenue that will be recognized into rexeover the next twelve months.

Grants of indefeasible rights of use ("IRUs constructed but unlit fiber, or dark fiben, &xchange for cash, are accounted for as
operating leases, and the cash received is recejaiz revenue over the term of the IRU. The Compsmailigated under dark fiber IRUs &
other capacity agreements to maintain its networfficient working order and in accordance wittustry standards. Customers are
obligated for the term of the agreement to pay migrfees for operating and maintenance costs. Tdragany recognizes these monthly fees
as revenue as services are provided.

(i) Costof Sales Cost of sales includes leased capacity, oflntay costs, access charges, other third partyiticosts, satellite
transponder lease costs, and package delivery @odtblank tape media costs related to advertiistgbution services. Cost of sales also
includes salaries expense related to providingt@enunications services. The Company does not deftallation costs.

() Income Taxes The Company provides for income taxes usimgasset and liability method. The future benefiterttain tax loss
carryforwards and future deductions is recordedraasset. A valuation allowance is provided if defé tax assets are not considered to be
more likely than not to be realized.

(k) Advertising: Advertising costs are expensed as incurredelbing expenses for the year ended Decembez(BY, were
$3.3 million.

() Recently Issued Accounting Standarddn December 2004, the FASB issued Statemehtrancial Accounting Standards
No. 153, "Exchanges of Nonmonetary As—An Amendment of APB Opinion No. 29" ("SFAS No. Ih3vhich is effective for fiscal
periods beginning after June 15, 2005. SFAS No.€lfB3inates the exception from fair value measurgrier nonmonetary exchanges of
similar productive assets in paragraph 21(b) of ARBnion No. 29, "Accounting for Nonmonetary Tracsans," and replaces it with an
exception for exchanges that do not have commesualadtance. SFAS No. 153 specifies that a nonmgnexahange has commercial
substance if the future cash flows of the entityexpected to change significantly as a resulh@fetxchange. The adoption of SFAS No. 153
will not have any material effect on the consokhfinancial statements; however, SFAS No. 153cconpact the accounting for future
transactions, if any, within its scope.

5. Post-Acquisition Adjustments:

Of the $47.0 million of intangible assetgially recorded by the Company, which Leucadiaibizal Corporation acquired as part of its
acquisition of the Company, $10.1 million was rethto Vyvx's tradename (with a useful life of féteyears) and $36.9 million was related to
customer relationships (with a useful life of theh years), primarily Vyvx customers. The net dagyamount of these intangible assets
increased $8.2 million during 2004, due to the cletign of the analyses
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used to allocate the purchase price to the indalidasets acquired, which also resulted in a reatugt the amount initially allocated to

property and equipment.

6. Investments:

A summary of investments classified asentrassets at December 31, 2004 is as follow$¢nsands):

Investments available for se
Accrued interest incom

Total current investmen

The amortized cost, gross unrealized gaimslosses and estimated fair value of availabledite investments classified as current assets

at December 31, 2004 are as follows (in thousands):

Bonds and note:
United States Government and agen

Total

Carrying Value

Amortized and Estimated
Cost Fair Value
$ 21,33 $ 21,24¢
32¢ 32¢
$ 21,66 $ 21,57
| |

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 21,33 $ — 86 $ 21,24¢
$ 21,33 $ — 3 86 $ 21,24¢

A summary of non-current investments atddelser 31, 2004 is as follows (in thousands):

Investments available for se

Total current investmen

Carrying Value

Amortized and Estimated
Cost Fair Value
$ 852( $ 8,45¢
$ 852( % 8,45¢
]

The amortized cost, gross unrealized gaimslosses and estimated fair value of norrent investments classified as available foe si

December 31, 2004 are as follows (in thousands):

Bonds and note:
United States Government and agen

Total fixed maturities

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 8,52( % 4 68 $ 8,45¢
$ 8,52( % 4 68 $ 8,45¢
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The amortized cost and estimated fair vafugon-current investments classified as availédnlesale at December 31, 2004 have
contractual maturities after one year through figars. Expected maturities are likely to diffemfreontractual maturities because borrowers
may have the right to call or prepay obligationthvar without call or prepayment penalties.

Reclassification adjustments included impeehensive loss for the year ended December ¥, 2@ as follows (in thousands):

Unrealized holding losses arising during the pe $ (219
Less: reclassification adjustment for losses inetlioh net los: 7
Net change in unrealized loss on investm $ (209

|

7. Trade and Other Receivables, Net:
A summary of trade and other receivables ah December 31, 2004 is as follows (in thousands

Current trade and other receivables,

Trade receivable $ 246,10
Other 12,78
258,89
Allowance for doubtful accoun (3,139

$ 255,76(

|

8. Other Assets:

A summary of other assets at December @14 & as follows (in thousands):

Intangibles:
Tradename, net of accumulated amortization of § $ 9,307
Customer relationships, net of accumulated amaitizaf $3,152 33,79:
Deposits 24,67
Debt issuance costs, net of accumulated amortizafi®535 10,59
Other 1,64¢
$ 80,01
|

Amortization expense for intangible assets $3.5 million for the year ended December 30420 he estimated aggregate future
amortization expense for the tradename and custoeta@ionship intangible assets for each of the fie& years is $3.5 million.

In 2004 the Company received a refund obamis previously on deposit to collateralize lesttef credit and performance bonds totaling
$12.9 million.

The Company capitalized a total of $11.lliom of debt issuance costs related to the refiiramof its credit agreement in
September 2004. Cash paid for these costs was$lliéh, while another
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$3.8 million was accrued but not yet paid as ofémweloer 31, 2004. Debt issuance costs are being iastdver the term of the credit
agreement.

9. Property, Equipment and Leasehold Improvemers, Net:

A summary of property, equipment and leakkEmprovements, net at December 31, 2004 is limafe (in thousands):

Depreciable
Lives
(In years)

Fiber and conduit syste 20 $ 487,07:
Network equipmen 3-7 313,59¢
Right-of-way 20 91,59!
Video satellite and microwave equipm 5-2C 18,16:
Buildings and leasehold improveme 10- 3C 242,52:
Computer equipment and softwi 2-3 52,81(
General office furniture and fixture 5-8 22,39«
Construction in progres Not applicabl 34,81(
Other 3-1C 17,59t
1,280,55!
Accumulated depreciation and amortizat (229,829
$ 1,050,72i
I

Depreciation expense, excluding accretikpease related to asset retirement obligations,$288.2 million for the year ended
December 31, 2004. The change in accounts payelalied to the acquisition of property, equipmernt rmsehold improvements from
December 31, 2003 to December 31, 2004 was a deco&2.9 million. Additionally, property, equipmeand leasehold improvements
increased $3.3 million as a result of an acquisitompleted in 2004.

Aircraft acquired under a capital leasaliog $5.8 million are included in Other in the lmBbove. Accumulated amortization for all
assets acquired under capital leases was $0.omédti December 31, 2004.

During 2004, the Company reclassified $illion of excess real estate not used in operattorAssets Held for Sale.
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10. Trade Payables, Expense Accruals and Otheidbilities:

A summary of trade payables, expense atscamal other liabilities at December 31, 2004 isotlews (in thousands):

Trade payables and expense accrt

Trade payable $ 147,50¢
Cash overdraft 22,88¢
Accrued compensation and other employee ber 26,17:
Pension liability 21,68:
Taxes other than incon 29,54(
Other 20,57¢

$ 268,36:

I

Other in the table above includes $1.2iamldue to Leucadia primarily for director and off liability insurance. Payments to Leucadia
for the year ended December 31, 2004 totaled $illi®m

Other current liabilities

Litigation reserve: $  21,49:
Unfavorable contractual commitmel 9,35¢
Asset retirement obligations( 1,061
Customer Deposit(¢ 25,00(
Other 11,23t

$ 68,14¢

|

Other noi-current liabilities:

Unfavorable contractual commitmet $ 35,52¢
Asset retirement obligations( 41,367
Pension liability 51,33¢
Other 14,74:

$ 142,97:

€)) In conjunction with a pricing agreement for certadgiice services, in January 2004 the Company'sstrcustomer, SBC, paid the
Company $25.0 million for pre-funding of certaipdal expenditures (all the funds were spent duéiig4). The agreement required
that the Company return the funds to SBC if, ptiodanuary 31, 2005, the Company and SBC entete@magreement for voice
transport pricing through December 31, 2006.

(b)  The Company's asset retirement obligations reldegpily to two categories of assets:

Fiber and Conduit—The Company has right-of-way agreements that gdélgagequire the removal of fiber and conduit ugha
termination of those agreements.

Technical Sites—The Company leases land for technical sites armbtespace at technical sites along its networknif@tion o
these lease agreements normally requires remowajuopment and other assets and restoration dé#ise property to its original
condition.
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At January 1, 2004, the asset retiremelgatiion was $29.0 million. The Company recognizedretion expense of $4.5 million
for the year ended December 31, 2004, incurrediaddi obligations in the current period of $8.4lion ($8.0 million of which
related to an acquisition) and revisions in estadatash flows of $0.5 million that increased tladility to $42.4 million at
December 31, 2004.

11. Indebtedness:

The principal amounts and maturity of detistanding at December 31, 2004 are as followth@nsands):

Credit Agreemen $ 359,36¢

One Technology Center ("OTC") Not 60,26¢

Capital leases due 2005 through 2013 with a weijaterage interest rate

11.9% 7,38(
427,01t

Less current maturitie (3,929)

Long-term deb $ 423,09:

In September 2004, the Company refinantseelisting $375.0 million credit agreement debebyering into an amended credit
agreement consisting of a $240.0 million first ltenm loan facility, a $120.0 million second lienrh loan facility and a $25.0 million
revolving credit facility (which it can no longeralv upon, as discussed below). The Company alsh$8@0 million of its cash and
investments to repay in full one of the two mortgagtes that was secured by its headquarters bgi{54.6 million including accrued
interest), reduce the amount outstanding underédit agreement ($15.0 million), reduce the amaunstanding under the other note that is
collateralized by its headquarters building ($18iBion) and pay expenses. The amended credit aggaehas not been guaranteed by
Leucadia and is not collateralized by any of Leimadassets other than the assets of the Company.

The first lien term loan facility requirgsarterly principal payments of approximately $tilion commencing December 31, 2004
through June 30, 2009, and quarterly principal payts of $57.0 million thereafter until final matyron June 30, 2010. The second lien term
loan facility matures on December 31, 2010. Howgiwéhe Company does not refinance its obligationder the remaining promissory note
that is secured by its headquarters building ($6@1Bon outstanding at December 31, 2004) prioOtober 1, 2009, then the first lien term
loan facility will mature on October 1, 2009, afiduch promissory note is not refinanced by Jan@aB010, then the second lien term loan
facility will mature on January 1, 2010. Loans untihe credit agreement bear interest at a variadebased upon either the prime rate or
LIBOR, at the Company's option, plus a specifiedgimafor each loan. At December 31, 2004, the aradratedit agreement had a weighted
average interest rate of 6.7%. The Company's didigeaunder its amended credit agreement are stbyresubstantially all of its assets other
than those assets securing its headquarters kgiilidinwhich the amended credit agreement lendave la second priority lien, and its aircraft
capital lease.

As discussed in Note 3, in January 2005; @Bnounced its intention to migrate its IP-baswedilang distance services to the AT&T
network. Pursuant to the terms of the Company'sdex credit
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agreement, that announcement is considered an bttt could reasonably be expected to have a 'hahtlverse effect” as defined in the
facility, and as a result the Company can no lorgeess its $25.0 million revolving credit faciliithe Company does not anticipate needing
the $25.0 million revolving credit facility to mei$ present requirements. The announcement dddsame any impact on the $360.0 million
of term loans under the Company's amended credieatent. However, the credit agreement providearicevent of default if there is any
amendment, supplement, modification or terminatibany contract or agreement that has had or aealsionably be expected to result in a
material adverse effect on the Company (as defiméte credit agreement). As discussed in Noteé&Qompany is currently engaged in
negotiations with SBC with respect to a transifiwiting agreement and other matters which, if sssftdly concluded, may or may not be
deemed an event of default under the credit agreembe Company intends to enter into discussiatis ite lenders before entering into any
new definitive agreement with SBC.

The Company's amended credit agreemenpaisoitted the Company to obtain letters of creflivhich $21.0 million was outstanding
at December 31, 2004. However, as a result of B@ &nouncement the Company will no longer be bEbtain new letters of credit.

The Company's amended credit agreemenaicsntovenants that require the Company to mettineyperating targets, which it
currently meets, and restrictions that limit then@any's ability to incur additional indebtedneggral funds on capital expenditures and
make certain investments. The agreement also ptsliite Company from paying dividends to Leucaditee Company currently expects it
will be able to meet the operating targets requingdts credit agreement through 2006; however,a@nce with the operating targets
thereafter is uncertain because of SBC's announbteation to migrate its traffic to AT&T's network.

The remaining OTC Note is recourse to tbenfany, bears interest at 7% and is secured bgtfiority mortgage lien and security
interest in the Company's headquarters buildingdpifor network related assets in the building) ather ancillary assets. The OTC Note
requires annual principal payments escalating fapproximately $0.7 million in 2005 to approximat&l.0 million in 2009; a final payment
of approximately $56.0 million is due at maturityApril 2010.

Capital leases primarily consist of sakeskeback transactions related to the Company's @gpaircraft entered into in May 2003. The
aircraft were sold for approximately $21.0 millioncash and leased back for a period of ten y&hrder the terms of the leases,
approximately $5.3 million from the cash proceexdgeld as cash collateral by the owtemsor for the leases, which is reflected in tHarkze
sheet in other non-current assets. The Companydeda@apital lease obligations representing thegmevalue of the future minimum lease
payments during the lease terms.

Substantially all of the Company's assetth(an aggregate book value of $1.7 billion at &aber 31, 2004) are pledged as collateral
under its debt agreements.
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The aggregate annual mandatory redemptibdsbt are as follows (in thousands):

Credit
Agreement Capital
and Notes Leases Total
2005 $ 3,25t $ 1,44¢ $ 4,70z
2006 3,30¢ 1,38( 4,68¢
2007 3,36¢ 1,38( 4,744
2008 3,42t 1,38( 4,80t
2009 116,22° 1,38( 117,60’
Thereafte 290,05t 4,714 294.77(
Total annual redemptior $ 419,63t $ 11,68: $ 431,31¢
I & |
Less amounts attributable to inter — (4,302) (4,302
Total annual redemptions, less intel $ 419,63t $ 7,380 $ 427,01¢

| | |
12. Income Taxes:

The principal components of deferred taate®ecember 31, 2004 are as follows (in thousands):

Deferred tax asset

Deferred revenue $ 75,32(
Property, plant and equipment, including impairnst 584,99.
Investments, including impairmer 24,27:
Other asset impairmer 77,414
Reserve! 18,41¢
Other 38,891
Net operating loss carryforwa 1,454,08:
Total deferred tax asse 2,273,39
Valuation allowanct (2,273,39)
Net deferred tax asse $ —
I

As of December 31, 2004, WilTel had $4.0dn of federal NOLs, none of which expire prier2019, $45.1 million of capital loss
carryforwards, which expire in 2005 through 2007d 27.6 million of foreign NOLs and various stAt®Ls, that expire in various years.
Uncertainties that may affect the utilization of tBompany's tax attributes include future operatasylts, tax law changes, rulings by taxing
authorities regarding whether certain transactamestaxable or deductible and expiration of camyfod periods.

Under certain circumstances, the abilityse the NOLs and future deductions could be snbtiatly reduced if certain changes in
ownership were to occur. In order to reduce thisspulity, Leucadia's certificate of incorporatimeiudes a charter restriction, which
prohibits transfers of Leucadia's common stock uedetain circumstances.

The benefit from income taxes for the yer@ded December 31, 2004 was immaterial.
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The table below reconciles the expectedi&tyy federal income tax to the actual incomektarefit for the year ended December 31,
2004 (in thousands):

Expected federal income t $ 20,38¢
Other 25,73t
Change in valuation allowan: (46,127
Actual income tax benei $ —

|

Other includes return to accrual adjustraeelating primarily to revisions for depreciatiexpense and timing for deducting a settlement
payment.

13. Pension Plans and Postretirement Benefits:

The Company maintains defined benefit pgmplans and a postretirement plan covering cedaiployees who met certain age and
service requirements. Employees hired subsequékrib2001 are not eligible to participate in tBempany's defined benefit pension plan.
Employees hired subsequent to December 31, 199ioakdigible to participate in the Company's pettement benefits plan. A summary of
activity with respect to the Company's defined ligpension plan for the year ended December 30428 as follows (in thousands):

Projected Benefit Obligatior

Projected benefit obligation at beginning of pel $ 129,91.
Interest cos 7,82¢
Service cos 3,98(
Actuarial loss 9,117
Benefits paic (2,94¢
Projected benefit obligation at Decembet $ 147,88t
I

Change in Plan Assel
Fair value of plan assets at beginning of pe $ 67,76
Actual return on plan asse 6,00z
Employer contribution: 3,78¢
Benefits paic (2,945
Fair value of plan assets at Decembe $ 74,60
I
Funded Statu $ (73,287
Unrecognized net actuarial lo 14,57
Net amount recognize $ (58,71%)
I

The accumulated benefit obligation for @@mpany's defined benefit plan was $147.6 millibBecember 31, 2004. As of
December 31, 2004, $14.3 million of the net amaanbgnized in the consolidated balance sheet Viizeted as a charge to accumulated
other comprehensive income and $73.0 million wéecgted as accrued pension cost.
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Employer contributions expected to be paithe plan in 2005 are $21.7 million.

The following benefit payments, which reflexpected future service, as appropriate, areagg to be paid (in thousands):

Pension Benefit:

2005 $ 2,151
2006 $ 2,55¢
2007 $ 2,73C
2008 $ 2,38t
2009 $ 2,881
201(-2014 $ 19,60:

The Company's pension expense for thegreded December 31, 2004 related to the definedfibpeasion plan charged to operations
included the following components (in thousands):

Interest cos $ 7,82¢
Service cos 3,98(
Expected return on plan ass (5,39))
Recognized net actuarial la 46
Net pension expens $ 6,464
I

The Company's plans' assets consist ofyegecurities (71%), debt securities (19%) and emghvalents (10%) at December 31, 2004.

The investment objectives of the Compaplde emphasize long-term capital appreciation @snaary source of return and current
income as a supplementary source.

The Company's target allocation is as fedip

Interim Target  Long-term Target

Equity securities

Large cap stock 36% 40%
Small cap stock 18% 10%
International stock 21% 20%
Total equity securitie 75% 70%
Fixed income/bond 25% 30%
Total 10C% 10C%

The interim target was established in otddyalance speed and caution in transitioningp¢dang-term allocations, lowering the risk of
selling low and buying high and shifting the politido the long-term targets under the right madaiditions.
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Investment performance objectives are baged a benchmark index or mix of indices over akaiacycle. The investment strategy
designates certain investment restrictions for ddimequities, international equities and fixedoime securities. These restrictions include

following:

. For domestic equities, there will generally be narenthan 5% of any manager's portfolio at markeiniy one company and no
more than 150% of any one sector of the appropirakex for any manager's portfolio. Restrictions also designated on
outstanding market value of any one company at&@%afge to medium equities and 8% for small to imedequities.

. For international equities, there will be no mdrart 8% in any one company in a manager's portfotidewer than three
countries in a manager's portfolio, no more tha¥ 1 the portfolio in countries not representethia EAFE index, no more
than 150% of any one sector of the appropriateximaiel no currency hedging is permitted.

. Fixed income securities will all be rated BBB- atter at the time of purchase, there will be noertban 8% at market in any

one security (U.S. government and agency positociided), no more than a 30-year maturity in amy ecurity investment
in standard and collateralized mortgage obligati@MO's) are limited to securities that are curlseptiying interest, receiving
principal and do not contain leverage. CMQO's aritéid to 10% of the market value of the portfolio.

To develop the assumption for the expeltded-term rate of return on plan assets, the Compansidered historical returns and future
expectations, including a more conservative expiectaf future returns and asset allocation targstthe Company's closed participant
population grows closer to retirement age. Basethisninformation, a 7% expected long-term rateedfirn on plan assets was selected for

2004.

A summary of activity with respect to therffpany's postretirement plans for the year endextiber 31, 2004 is as follows (in

thousands):

Accumulated postretirement benefit obligation ajibring of perioc $

Interest cos

Service cos

Contributions by plan participan
Actuarial gain

Benefits paic

Accumulated postretirement benefit obligation at®waber 31

Unrecognized net actuarial lo

Accrued postretirement benefit obligati

The Company's postretirement benefit expémisthe year ended December 31, 2004 was notialate

The Company's cash cost for its postre@mplan during 2005 is not expected to be material

The health care cost trend rate assume20i@5 is 8.8% to 10.8% and 2004 is 12%, decliningrt ultimate rate of 5% by 2013. If the
health care cost trend rates were increased oeased by 1%, the Company's accumulated postretitesbéigation as of December 31, 2004

would have increased
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or decreased by $0.3 million and $0.2 million, exdjvely. The effect of these changes on the aggeeof service and interest cost for 2004
would be immaterial.

The Company uses a December 31 measurelaentor its plans. The assumptions used relatirigg Company's defined benefit plan
and postretirement plan for 2004 are as follows:

Pension Other
Benefits Benefits
Weighted-average assumptions used to determindibebkgation at
December 31
Discount rate 5.7% 5.7%
Rate of compensation incree 3.5(% N/A
Weighted-average assumptions used to determineosefor the period endel
December 31
Discount rate 6.0(% 6.0(%
Expected lon-term return on plan asse 7.0(% N/A
Rate of compensation incree 3.5(% N/A

The Company has a defined contribution plawering all employees. Contributions and costsaapercent of each covered employee's
salary. Amounts charged to expense related to glacts were $5.9 million for the year ended Decendtiei2004.

14. Commitments and contingencies:

The Company enters into noncancellableatpey leases for rights of way along its fiber netiky network centers and off-network
capacity. Rental expense (net of sublease rerttaiie and unfavorable contract amortization) wasZ8llion for the year ended
December 31, 2004. Future minimum annual rentaislsive of month-to-month leases, real estatesaxaintenance and certain other
charges) under these leases at December 31, 20@4 #ollows (in thousands):

2005 $ 52,88¢
2006 46,32¢
2007 43,947
2008 38,96¢
2009 32,00:
Thereaftel 235,78
Total minimum annual renta $ 449,91¢

|

The Company is prohibited by debt agreementhe amount of dividends and other transfefsiods that are available to Leucadia.
Principally as a result of such restrictions, tleéassets of the Company, which are subject tddtions on transfer of funds to Leucadia, v
approximately $530.5 million at December 31, 2004.

In the second quarter of 2004 the Compdmésiquarters building sustained damage due teesesstorm. Insurance recovery is deel
probable for repairs to the building resulting fretorm damage of approximately $6.8 million. Ther(any recorded an accrual of
$5.0 million for additional
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repairs for which insurance recovery is not assusedinderlying design flaws in the building netatss them. The Company will seek to
obtain reimbursement from the responsible parties.

15. Litigation:
The Company is subject to various typeltightion in connection with its business and Giems.
Department of Labor Investigatic

In April 2003, the Company received writtastice from the United States Department of Lahat it is exercising its authority under
Section 504 of the Employee Retirement Income Styciict of 1974 ("ERISA") to conduct periodic invégations of employee benefit plans
to determine whether such plans conform with tleigions of ERISA and other applicable regulatioftse stated scope of the review covers
the Williams Communications Investment Plan (ardedi contribution plan) for a time period extendirgm 1998 through the present date
January 2004 and again in November of 2004, thepg2domreceived subpoenas from the United Statesreeat of Labor requiring the
production of related documents. The Company ipedting fully with the Department of Labor. Atghime, neither the length of the
review nor likely outcome of the investigation damdetermined. The Company believes that all afdt®ons with respect to employee ber
plans have been in full compliance with ERISA atfteo applicable regulations.

Right of Way Class Action Litigatic

A number of suits attempting to achievesslaction status seek damages and other reliefther@ompany based on allegations that the
Company installed portions of its fiber-optic cablighout all necessary landowner consents. Thdsgadlons relate to the use of rights of
way licensed by railroads, state departments obprartation and others controlling pre-existinditigf-way corridors. The putative members
of the class in each suit are those owning the lamtterlying or adjoining the right-afray corridors. Similar actions have been filed aghall
major carriers with fiber-optic networks. It is dily that additional actions will be filed. The Coamy believes it obtained sufficient rights to
install its cable. It also believes that the claston suits are subject to challenge on procedyrminds.

During 2002 and 2003, the Company and atiggor carriers sought to settle the class actiaims referenced above relating to railroad
rights of way through an agreed class action. Thesgpanies initially sought approval of a settletrirra case titled@ografos et al. vs. Qwe
Communications Corp., et alfiled in the U.S. District Court for the Distriof Oregon on January 31, 2002. On July 12, 20462Cregon
Court dismissed the action. Thereafter, on Septedb2002, an existing case titl&anith, et al., vs. Sprint, et alpending in the U.S. District
Court for the Northern District of lllinois, was &mded to join the Company and two other telecomoatinns companies as defendants. On
July 25, 2003, the District Court in tisamithcase issued an order preliminarily approving a pseg settlement agreement and issued an
injunction, which stayed other putative class act@ilroad rights of way cases against the Compamwg of the intervening plaintiffs filed
appeals, which were consolidated. On October 184 28 three judge panel of the U.S. Court of Appéa the Seventh Circuit reversed the
District Court's orders. The case was remandelde®istrict Court
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for further proceedings. Based on the Company'sdstnate of a likely settlement, the Companydmasued $16.2 million as of
December 31, 2004.

Other right of way claims may be assermgairsst the Company. The Company cannot quantifynipact of all such claims at this time.
Thus, WilTel cannot be certain that an unfavorahitcome of other potential right-of-way claims witht have a material adverse effect.

Platinum Equity Disput

In March 2001, the Company sold its Solgisegment to Platinum Equity LLC ("Platinum EqUithpr a sales price that was subject to
adjustment based upon a computation of the netingdapital of the business as of March 31, 200dlishute arose between the companies
with respect to the net working capital amountefinéd in the agreement. Pursuant to the provisibrise sale agreement, the parties
submitted the dispute to binding arbitration befaneindependent public accounting firm.

In September 2002, Platinum Equity file¢t suthe District Court of Oklahoma County, StateOklahoma, against the Company
alleging various breaches of representations amchwges related to the sale of the Solutions seqgmed requested a ruling that no payment
was due under a promissory note issued by PlatiBguity at the time of purchase until all disputesrevresolved. Many of the claims alleg
by Platinum Equity in this suit were the same ckiwserted by Platinum Equity in the net workingjtehdispute.

In May 2003, the arbitrator rendered a eteation of the adjustment amount under the neking capital dispute. Subsequently, the
Company obtained summary judgment against Platiguity in the Oklahoma County litigation in the amné of approximately $38 millior
which represented the amount that Platinum Equitgcbunder the promissory note, offset by the neking capital adjustment determined
by the arbitrator. The Company adjusted the cagrgimount of the note receivable to $38 million fifgetting amounts previously accrued
the net working capital dispute. In July 2003, @@mpany collected approximately $39 million, indhglinterest, from Platinum Equity
related to the summary judgment. The receipt off8@ million did not resolve all of the issues beén Platinum Equity and the Company,
and the Oklahoma County litigation continued wigpect to various other claims between the parties.

In August 2004, Platinum Equity and the @amy settled the Oklahoma County litigation and thatter has been concluded. A cash
payment of $5.0 million was made and the exceigmtibn accrual of $18.5 million was recognized#ser operating income.

Summary

The Company is a party to various otheintdalegal actions, and complaints arising in ttdirary course of business for which a total
of $21.5 million has been accrued as of Decembef@0d4. In the opinion of management, upon theadef legal counsel, the ultimate
resolution of all claims, legal actions, and conils, after consideration of amounts accrued, ensce coverage, or other indemnification
arrangements, is not expected to have a mateadirgrse effect upon the Company's future finanpmaltion or results of operations,
although unfavorable outcomes in the items disaliabeve could significantly impact the Companysiilility.

25




16. Fair Value of Financial Instruments:

The following table presents fair valueoimhation about certain financial instruments, weketbr not recognized on the balance sheet.
Fair values are determined as described below.eTteetiniques are significantly affected by the aggtions used, including the discount rate
and estimates of future cash flows. The fair vaomunts presented do not purport to representlamddnot be considered representative of
the underlying "market" or franchise value of thengpany. The methods and assumptions used to estilveafair values of each class of
financial instruments described below are as fadlow

Investments: The fair values of fixed maturity securitieg aubstantially based on quoted market pricesisatoded in Note 4.
Cash and cash equivalents:For each cash equivalents, the carrying amapptoximates fair value.

Long-term debt and other indebtednesshe fair values of non-variable rate debt atineated using quoted market prices and
estimated rates which would be available to the @amy for debt with similar terms. The fair valuevafiable rate debt is estimated to be the
carrying amount.

The carrying amounts and estimated fameslof the Company's financial instruments at Déxeer1, 2004 are as follows (in
thousands):

Carrying Fair
Amount Value
Financial Assets
Investments
Current $ 21577 $ 21,571
Non-current 8,45¢ 8,45¢
Cash and cash equivalel 209,71( 209,71(
Financial Liabilities:
Debt:
Current $ 392: $ 3,922
Non-current 423,09 423,09

17. Concentration of Credit Risk:

As of December 31, 2004, accounts receé&vdbke from SBC, the Company's largest customeresepted approximately 36% of its
trade receivable. For the year ended December(®H, 2evenues relating to SBC represented appraeiymé5% of the Company's total
revenues. Purchases from SBC represented appr@tnd2% of the Company's cost of sales for the gedled December 31, 2004.
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18. Other Operating Income, Net:

Other operating income (expense) for ther yaded December 31, 2004 includes the followtms (in thousands):

Litigation settlemen $  18,54¢
Dispute settlemen 4,79¢
Headquarters building storm dame (5,000
Reversal of excess accru 3,90¢
Loss on sales of asst (1,445
Other 582
Total other operating income, r $ 21,38¢

|

19. Investment and Interest Income:

In addition to interest income, Investmand Interest Income includes $6.0 million relateddles of equity securities which had zero
book values and a $1.3 million dividend from angstment which had a zero book value.

20. Segment Information:

The Company's reportable segments corfsitst operating units, Network and Vyvx, which affgifferent products and services and are
managed separately. Network owns or leases andtegax nationwide fiber-optic network over whicpribvides a variety of
telecommunications services. The Company owns ®ith®right to use certain cable systems that cdsris U.S. domestic network to
foreign countries, and has the right to use waghenin Europe that it is currently not using.

Vyvx transmits audio and video programmavgr the network and distributes advertising médiahysical and electronic form.

The Company evaluates performance based sggment profit from operations, which represemsme before income taxes, interest
expense, investment and interest income, depregiatid amortization, other non-operating incomeexknse and certain other operating
income (expense) items of a non-recurring nature.

The following information reconciles segrprofit from operations to the most comparable GAmeasure for the year ended
December 31, 2004 (in millions):

Network Vyvx
Segment profit from operations( $ 117.¢ $  30.8
Depreciation and amortization expel (197.9 (10.7)
Interest expense, net of investment and interesinie(2) (21.0 (2.7)
Other operating income, net(2)( 21.5 2.€
Other nor-operating income, net(: 0.¢ 0.1
Income (loss) before income tax $ (7849 $ 20.2

@ See note (b) to segment information below.
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(2)  This item has been allocated to each segment lmsadormula that considers each segment's reveprgserty and equipment a
headcount.

3) Excludes other operating income (expense) itenasreturring nature.

Certain information concerning the Comparsggments for the year ended December 31, 2@@éssnted in the following table (in
millions):

Revenues(a
Network $ 1,480.¢
Vyvx 120.t
Intersegment elimination(! (18.9
Total consolidated revenu $ 1,583.(
|
Income (loss) before income tax
Network(b) $ (78.9)
Vyvx(b) 20.2
Total consolidated loss before income ta $ (58.9)
|
Identifiable assets employed(
Network $ 1,553.!
Vyvx 97.:
Total consolidated asse $ 1,650.¢
|

@) Revenues for each segment include amounts forcgsrvéndered and products sold.

(b) Eliminates intersegment revenues billed from NekatorVyvx. However, the intersegment revenues iackitled in the calculation to
determine the loss before income taxes for eadtedfork and Vyvx.

(c) This item has been allocated to each segment lmsadormula that considers each segment's priar gvenues, property and
equipment and headcount.

Network and Vyvx had additions to long-livassets of $69.3 million and $3.9 million, respety, for the year ended December 31,
2004.
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WILTEL COMMUNICATIONS GROUP, L.L.C.

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30, 2005 and December 31, 2004

(Dollars in thousands, except par value)

ASSETS

Current asset:
Cash and cash equivalel
Investments
Trade and other receivables,
Prepaids and other current as:
Assets held for sal

Total current asse

Non-current investment

Other asset

Property, equipment and leasehold improvements

Total

LIABILITIES
Current liabilities:
Trade payables and expense accr
Deferred revenu
Other current liabilitie:
Long-term debt due within one ye

Total current liabilities
Long-term deferred revent
Other nor-current liabilities
Long-term deb
Total liabilities
Commitments and contingencies (Note

SHAREHOLDER'S/MEMBER'S EQUITY

Common shares, $0.01 par value, 200,000,000 shatksrized,
10,000 shares outstanding at December 31, 2004, aton

September 30, 20(

Additional paic-in capital
Membership interes

Accumulated other comprehensive I
Accumulated defici

Total shareholder's/member's eqt

Total

The accompanying notes are an integral part obtheadensed consolidated financial statements.

1

September 30, 2005

December 31, 2004

$ 248,17¢ $ 209,71
39,35¢ 21,577

323,28: 255,76(

20,51( 16,93

3,27¢ 7,658

634,60 511,63

11,08: 8,45¢

68,4: 80,01:
1,007,66! 1,050,72

$ 172230 $ 1,650,83;
| |
$ 278,517 $ 268,36
56,577 52,63:

43,341 68,14¢

71,07¢ 3,927

449 51 393,06:

190,05: 161,20t

126,06t 142,97

353,04: 423,00
1,118,67! 1,120,33:

— 626,70°

626,70° —
(14,476 (14,45))

(8,602) (81.75))

603,62 530,49

$ 172230 $ 1,650,83;
| |




WILTEL COMMUNICATIONS GROUP, L.L.C.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Un audited)
For the nine months ended September 30, 2005 and(®0

(In thousands)

2005 2004
Revenue: $ 1,299,411 $ 1,178,16!
Operating Expense
Cost of sales (excluding depreciation and amoiting 1,039,71. 964,94¢
Selling, general and administrati 110,42¢ 104,79¢
Depreciation and amortizatic 122,52t 161,84¢
Other operating income, n (60,147 (23,499
Total operating expens: 1,212,52. 1,208,10:
Income (loss) from operatiol 86,88t (29,94))
Interest expens (25,42)) (27,419
Investment and interest incor 10,76: 10,15¢
Other income, ne 928 70z
Income (loss) before income tax 73,15( (46,49¢)
Income tax benefit (provisior — —
Net income (loss $ 73,150 $ (46,499

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, L.L.C.

For the nine months ended September 30, 2005 and@®0

(In thousands)

Net cash flows from operating activities
Net income (loss

Adjustments to reconcile net income (loss) to resthcprovided by operatior
Depreciation and amortization of property, equiptreerd leasehold improvemet

Other amortization and n-cash interes
Net securities gain
Net (gains) losses on dispositions of as
Loss on impairment of intangible as
Provision for doubtful accoun
Reversal of excess litigation accri
Net change in
Trade and other receivabl
Prepaids and other ass
Trade payables and expense accr
Other liabilities
Deferred revenu
Other

Net cash provided by operating activit

Net cash flows from investing activities

Acquisition of property, equipment and leaseholgriovements
Insurance recoveries related to storm damage tdibgi
Proceeds from sales of property and equipment trat asset
Purchases of investments (other than -term)

Proceeds from maturities of investme

Proceeds from sales of investme

Release of restriction on restricted ¢

Distribution from investmer

Acquisition, net of cash acquirt

Net cash provided by (used in) investing activi
Net cash flows from financing activities:
Change in cash overdra
Repayments of lor-term debt
Debt acquisition cost

Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

2005 2004
$ 73,15( $ (46,499)
120,02 159,24
4,09t 3,02¢
(2,277) (6,379)
(12,216 94t
3,03¢ —
(1,976) (2,000
— (18,549
(47,55 19,52t
46: 4,41
(5,262) 12,52t
(5,72) 3,27(
(3,83¢) 1,21¢
(1,780) (557)
120,13 130,19
(79,05 (50,379
3,00( —
18,66¢ 5,86¢
(43,239 (16,53)
21,19 92,60
1,65¢ 3,967
— 13,28:
1,621 97€
— 1,427
(76,139 51,30
(2,709 1,12¢
(2,825) (79,709
— (7,200)
(5,52%) (85,779
38,46¢ 95,71
209, 71( 72,20¢
$ 248,17¢ $ 167,92(
| |

The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, L.L.C.

CONSOLIDATED STATEMENT OF SHAREHOLDER'S/IMEMBER'S EQ UITY

Balance, December 31, 20
Capital contribution to L.L.C

Comprehensive incom
Net change in unrealized ge¢
(loss) on investmen
Net income
Comprehensive incorr

Balance, September 30, 2C

For the nine month period ended September 30, 2005
(In thousands)

Accumulated

Additional Other
Common Paid-in Membership Accumulated Comprehensive

Stock Capital Interest Deficit (Loss) Total

$ —$ 62670 $ — 3 (81,759 $ (14,459 $ 530,49t
(626,707 626,70°

— — (22) (22
— 73,15( — 73,15(
73,12¢
$ — 3 — 3 626,70" $ (8,609 $ (14,479 $ 603,62

The accompanying notes are an integral part oetheadensed consolidated financial statements.
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WILTEL COMMUNICATIONS GROUP, L.L.C.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited)
1. Basis of Presentation:

The accompanying financial statements asdited. However, in management's opinion, theidited interim condensed consolidated
financial statements reflect all the adjustmentsétsting of normal recurring items or items disagsherein) necessary to present fairly the
results of the interim periods. These notes shbeldead in conjunction with the Notes to Consobddtinancial Statements (including the
Summary of Significant Accounting Policies) includa the Company's audited consolidated finand&ksnents for the year ended
December 31, 2004. Results of operations for imgrériods are not necessarily indicative of annesiilts.

On June 2, 2005, the structure of the Camghanged from a corporation to an L.L.C. and reasganized such that Baldwin
Enterprises, Inc. ("Baldwin"), a wholly owned subary of Leucadia National Corporation ("Leucadjajvned all of the membership
interests of the company. There was no financéestent impact as a result of this change asebiganization occurred between entities
under common control.

2. Recent Accounting Pronouncements:

In May 2005, the Financial Accounting Start$ Board ("FASB") issued Statement of Financied@dunting Standards No. 154,
"Accounting Changes and Error Corrections-a repteae of APB Opinion No. 20 and FASB Statement Nq'SFAS 154"), which is
effective for accounting changes and correctionaradrs made in fiscal years beginning after Deaamib, 2005. SFAS 154 applies to all
voluntary changes in accounting principles, anchgea the accounting and reporting requirementa fdrange in accounting principle.
SFAS 154 requires retrospective application torgs&riods' financial statements of a voluntary gfeim accounting principle unless doing
is impracticable. APB 20 previously required thatstvoluntary changes in accounting principle lm®gaized by including in net income of
the period in which the change occurred the cunwalaffect of changing to the new accounting ppiei SFAS 154 also requires that a
change in depreciation, amortization, or depletiwthod for long-lived, nonfinancial assets be aoted for as a change in accounting
estimate effected by a change in accounting prliacipFAS 154 carries forward without change thelgnce in APB 20 for reporting the
correction of an error in previously issued finahgtatements, a change in accounting estimata &hdnge in reporting entity, as well as the
provisions of SFAS 3 that govern reporting accoygntthanges in interim financial statements. The @amg does not expect that SFAS 154
will have a material impact on its consolidatedfinial statements.

In March 2005, the FASB issued FASB Intetation No. 47, "Accounting for Conditional AssedtRement Obligations" ("FIN 47"),
which is effective for fiscal years ending afterd@mber 15, 2005. FIN 47 clarifies that the termdittonal asset retirement obligation as u
in FASB Statement No. 143, "Accounting for AssetifRenent Obligations", refers to a legal obligatiorperform an asset retirement activity
in which the timing and/or method of settlement@waditional on a future event that may or mayb®tvithin the control of the entity. Unc
FIN 47, an entity is required to recognize a ligpilor the fair value of a conditional asset retirent obligation if the fair value of the liability
can be reasonably estimated. The fair value dlalifly for the conditional asset retirement obtiga should be recognized when incurred—
generally upon acquisition, construction, or depaient and/or through the normal operation of tlseta§ he Company does not expect that
FIN 47 will have a material impact on its consof@thfinancial statements.
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3. Impairment of Long-Lived Assets:

In accordance with Financial Accountingris@rds No. 144, "Accounting for the Impairment asg»sal of Long-Lived
Assets" ("SFAS 144"), the Company evaluates itglived assets for impairment whenever events anghs in circumstances indicate, in
management's judgment, that the carrying valueicii assets may not be recoverable. When testinghfmirment, the Company groups its
long-lived assets with other assets and liabilisiehe lowest level for which identifiable casbvils are largely independent of the cash flows
of other assets and liabilities (or asset groupg determination of whether an asset group is eedole is based on management's estime
undiscounted future cash flows directly attribuéatdl the asset group as compared to its carryihgevH the carrying amount of the asset
group is greater than the undiscounted cash flawsnpairment loss would be recognized for the amby which the carrying amount of t
asset group exceeds its estimated fair value.

As more fully described in the 2004 auditiedncial statements, on January 31, 2005, SBCr@anications Inc. ("SBC") announced it
would buy AT&T Corp., and announced its intentiomtigrate the services provided by the CompanhedXT&T network. Since SBC is tl
Company's largest customer, accounting for 70%@Network segment's year to date 2005 telecomratioits revenues, the Company
concluded that SBC announcement is an event whighires the Company to assess the carrying valtgeld@ng-lived assets for impairment,
principally property and equipment. Since the ewamich gave rise to the impairment review occuitwadlanuary 31, 2005, and is not
reflective of a condition that existed as of Decenmikil, 2004, the assessment of impairment wasnpegfbas part of the preparation of the
Company's financial statements for the first quasf2005. Based on the assumptions described hét@mnCompany concluded than an
impairment charge was not required.

The Company determined that its fiber optimmunications network is the lowest level for ethidentifiable cash flows are largely
independent of the cash flows of other assetsiabdities. The asset group is primarily composéfilmer optic cable, conduit, rights of way,
optronics and certain buildings and related impnoeets. These assets are used together to ger@mdtegsh flows. The Company has
determined that the primary asset of the groubés foptic cable, which has a remaining weighteerage useful life of 16 years. The fiber
optic cable is considered to be the primary ask#teogroup as it is the most significant comporwrthe group, the principal asset from
which the asset group derives its cash flow gemgraapacity, would cost the most to replace artiauit which most of the assets in the
group would not have been acquired. The deternainaf the primary asset of the asset group is Bogmit because estimated cash flows t
to test for recoverability are based on the esghaémaining useful life of the primary asset. Thaying value of the asset group that was
tested for impairment was approximately $920.0iomll

The Company utilized its internal estimatéfuture cash flows from all of its customers pthee remaining useful life of the primary
asset. These assumptions reflected estimated fopenmating results and considered all relevansfant circumstances. The economics and
term of the Company's future relationship with SB€re the most significant assumptions in the amalyihe agreements entered into
between the Company and SBC during the secondaquar2005 (discussed below) have confirmed thiligplof these assumptions.
However, if the Company's actual cash flows inftliare are materially less than the amounts useds@mpairment analysis, or other events
occur which have a material adverse affect onutsress or ability to generate future cash flolws,Gompany would have to prepare a new
impairment analysis and may conclude that thistageep is impaired.
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4. SBC Agreement:

On June 15, 2005, the Company and SBC egbah agreement, pursuant to which the existingnak agreements between the
Company and SBC were terminated and a new Masteic8s Agreement and a Termination, Mutual ReleaskSettlement Agreement w
entered into. In exchange for the termination efékisting alliance agreements and the exchangaibfal releases, the Company will rece
aggregate cash payments from SBC of $236.0 milldfrihis amount, $11.0 million is payable on Jagu#r2006, and the balance is payable
in twelve equal monthly installments beginning ba tlosing of SBC's agreement to acquire AT&T owvéiober 18, 2005.

Under the new Master Services Agreemen€ &8reed to purchase the Company's services fikéikprices that had been in effect on
June 15, 2005, with minimum purchase commitmentsienet services of $600.0 million for the perfoaim January 1, 2005 through
December 31, 2007, and $75.0 million for the pefroth January 1, 2008 through December 31, 200SBIE fails to spend the required
$600.0 million or $75.0 million during the respeetidesignated periods, SBC will pay the amounngf@eficiency and receive a credit equal
to such amount to be used for future servicesBIE Spends more than $600.0 million during the ahithree-year period, any excess will be
credited toward the $75.0 million commitment in #ezond period. SBC's minimum purchase commitmeaiide access and off-net costs.
However, for financial reporting purposes thesdsase included as revenues, with offsetting an®rayorted in telecommunications cost of
sales, on the Company's consolidated statemewosenations. As of September 30, 2005, approxim&&82.0 million of minimum purchase
commitments have been satisfied. Minimum purchasentitments are considered satisfied only when SBEgaid for the service provided,
not when the service is recognized as revenuerfanéial reporting purposes.

The Company also has the opportunity ta earto an additional $50.0 million by meeting diyadf service performance criteria in 2C
and 2007. These amounts will be recognized as tipgn@venue when they are earned. In additionMbster Services Agreement provides
that $18.0 million of the $25.0 million that SBCighéo the Company in 2004 to pre-fund capital exfieemes will be applied as a credit
against amounts that would otherwise be payablsdbrices during the second half of 2005, withrdrmaaining $7.0 million to be retained by
the Company. The amount received during 2004 wasegognized as income and was reflected as dityabn the Company's consolidated
balance sheet at December 31, 2004. During the ¢hiarter of 2005, $10.8 million of the credit vegeplied to SBC provided services; as of
September 30, 2005, $7.2 million of the credit remm@utstanding.

The Company is recognizing the $236.0 omllof cash payments and the pre-funded capitalrelippees that were not credited to SBC
($7.0 million) as other operating income. These am® are being recognized as other operating inaaetime proportionally with the rat
of the minimum purchase commitments that have Baésfied subsequent to entering into the new mastwices agreement with SBC, to
the remaining minimum purchase commitment at Je&Q05. For the nine months ended September 36, 2pproximately $32.6 million
of this amount was reflected in other operatingime. None of the payments relating to the $2361omihad become due at September 30,
2005. As of the date of this report, $86.0 milllwas been received by the Company or its parerteckta this agreement.
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5. Indebtedness:

As a result of an amendment to the Comgarrgdit agreement in September 2005, $67.3 mitiidhe term loan has been classified as
due within one year.

In November 2005, Leucadia National Corfiora("Leucadia”) loaned the Company $220.0 milliorihe form of a note payable on
demand (or if no demand is made, on or prior toéxaler 9, 2006). The note accrues interest at 8%rparm with interest payable the last
day of the month commencing December 31, 2005.t8otially all of the Company's assets are pledgecbilateral under its note agreem
The proceeds of the advance from Leucadia, alotigtive Company's own cash, were used to repaythelbans under the credit facility,
the OTC Note and the unpaid interest on the res@eabligations in full. The total cash outlay fble repayment was $420.4 million. At the
date of the payoff, previously capitalized debtizagce costs with a balance of $8.9 million wereagbato other operating expense. The
amount charged to other operating expense wagingitie unpaid refinancing obligations that wereeesed of $2.9 million, for a net expense
of $6.0 million.

The terms of the sale-leaseback transactiated to the Company's corporate aircraft wereraded in October 2005. The lessor is now
a related party, a subsidiary of Leucadia. The mimn lease payments were increased and the tertengthened, which resulted in an
increased capital lease obligation of $3.4 milliomder the terms of the transaction, the $5.3 amilfpreviously held as cash collateral by the
former lessor for the lease was returned to the fizom.

6. Pension Plans and Post-Retirement Benefits:

WilTel's pension expense charged to opammatfor the nine month periods ended Septembe2@®If and 2004 related to the defined
benefit pension plan included the following compats€in thousands):

2005 2004

Interest cos $ 7,057 $ 5,872
Service cos 3,45¢ 2,98t
Expected return on plan ass (4,882) (4,049
Actuarial loss 2,35( 35
Net pension expen: $ 7,98 $ 4,84¢

During the third quarter of 2005, the Compeeceived the final 2005 actuarial valuationiferdefined benefit pension plan, and
recorded an increase in pension expense of $2libmil

Employer contributions to the Company'srdsf benefit pension plan were $18.2 million durihg first nine months of 2005.
In the fourth quarter of 2005, the Compsaugfined pension plan was frozen due to an adiuisif a majority of the Company's assets.

The Company provides certain healthcareadher benefits to certain retired employees uadaan which is currently unfunded. The
Company pays the cost of postretirement benefite@sare incurred. Amounts charged to expense nareaterial in the nine month
periods ended September 30, 2005 and 2004.




7. Litigation:
The Company is subject to various typeltightion in connection with its business and @iems.
Department of Labor Investigatic

In April 2003, the Company received writtastice from the United States Department of Lglloe "Department") that it is exercising
its authority under Section 504 of the Employedr@etent Income Security Act of 1974 ("ERISA") tonttuct periodic investigations of
employee benefit plans to determine whether sughsptonform with the provisions of ERISA and othgplicable regulations. The stated
scope of the review covers the Williams Communargilnvestment Plan (a defined contribution plan)ftime period extending from 1998
through the present date. In January 2004 and ag&lovember of 2004, the Company received subpoéoan the Department requiring 1
production of related documents. The Company befiglat all of its actions with respect to emplolyerefit plans have been in full
compliance with ERISA and other applicable regoladi On November 29, 2005, the Department issuetties stating that it had concluded
its investigation and that no further action wobétaken.

Right of Way Class Action Litigatic

A number of suits attempting to achievesslaction status seek damages and other reliefther@ompany based on allegations that the
Company installed portions of its fiber-optic cablighout all necessary landowner consents. Thdegatlons relate to the use of rights of
way licensed by railroads, state departments asprartation and others controlling pre-existinditigf-way corridors. The putative members
of the class in each suit are those owning the lamttbrlying or adjoining the right-ofray corridors. Similar actions have been filed agaall
major carriers with fiber-optic networks. It is dily that additional actions will be filed. The Coamy believes it obtained sufficient rights to
install its cable. It also believes that the clason suits are subject to challenge on procedymalnds. As of September 30, 2005, the
Company has accrued $16.1 million for these claidiker right of way claims may be asserted agaissCompany. The Company cannot
quantify the impact of all such claims at this tifidus, WilTel cannot be certain that an unfavagahitcome of other potential right-of-way
claims will not have a material adverse effect.

One Technology Center Wind Damage

In 2004, the Company's headquarter's mgldustained damage due to a severe storm. Inguracavery is deemed probable for repairs
to the building resulting from the storm damagepbroximately $7.8 million. The Company has an aakof $5.0 million for additional
repairs for which insurance recovery is not assusedinderlying design flaws in the building nettats them. The Company will seek to
obtain reimbursement from the responsible parties.

Summary

The Company is a party to various otheintdalegal actions, and complaints arising in ttdirary course of business for which a total
of $20.2 million has been accrued as of Septembe2P@05. In the opinion of management, upon thecadsf legal counsel, the ultimate
resolution of all claims, legal actions, and connils, after consideration of amounts accrued, ensce coverage, or other indemnification
arrangements, is not expected to have a mateddilgrse effect upon the
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Company's future financial position or results pémations, although unfavorable outcomes in thastdiscussed above could significantly
impact the Company's liquidity.

8. Concentration of Credit Risk:

As of September 30, 2005 and 2004, accaentsvable due from SBC, the Company's largesbmesr, represented approximately 30%
and 38%, respectively, of its trade receivable.tRerine months ended September 30, 2005 and 28@hues relating to SBC represented
approximately 66% and 65%, respectively, of the Gany's total revenues. Additionally, for the ninenths ended September 30, 2005 and
2004 purchases from SBC represented approxima®y ahd 31%, respectively, of the Company's cosals.

9. Investment and Interest Income:

In addition to interest income, Investmand Interest Income includes $2.2 million and $6illion related to sales of equity securities
which had zero book values for the nine months ér@kptember 30, 2005 and 2004, respectively. Imastand Interest Income for 2005
also includes a bankruptcy claim distribution of@btnillion received for a security with no book wel

10. Other Operating Income, Net:

Other Operating Income, Net for the ninenthgeriods ended September 30, 2005 and 2004diesline following items (in thousands):

2005 2004

SBC termination incom $ 32,62: —
SBC intangible impairmer (3,039 —
Litigation settlemen — 18,54¢
Dispute settlemen 14,86¢ 2,83(
Reversal of excess accru 2,18( 2,60¢
Gain on sales of ass¢ 13,29 —
Other 22C (499
Total other operating income, r $ 60,14: $ 23,49:

For the nine month period ended SeptemBge2@05, gain on sales of assets includes $12lmfbr the sale of undersea cable assets,
and dispute settlements include $7.9 million fréva termination of a dark fiber contract and relateintenance services for which the
Company will not have to perform any remaining gms, as well as $5.5 million for the settlementefdor access cost disputes.

11. Segment Information:

The Company's reportable segments corfsitst operating units, Network and Vyvx, which affgifferent products and services and are
managed separately. Network owns or leases andtegeax nationwide fiber-optic network over whicpribvides a variety of
telecommunications services. The Company owns sitheright to use certain cable systems that asriis U.S. domestic network to
foreign countries, and has the right to use waghenin Europe that it is currently not using.
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Vyvx transmits audio and video programmavgr the network and distributes advertising méujahysical and electronic form.

The Company evaluates performance based sggment profit from operations, which represamdeme before income taxes, interest
expense, investment and interest income, depreciatid amortization, other non-operating incomeexpense and certain other operating
income (expense) items of a non-recurring nature.

The following information reconciles segrmprofit from operations to the most comparable GAeasure for the nine months ended
September 30, 2005 and 2004 (in millions):

2005 2004
Network Vyvx Network Vyvx
Segment profit from operations( $ 1486 $ 24z $ 86.C $ 23.1
Depreciation and amortization expel (116.¢ (5.9 (154.7) (7.7)
Interest expense, net of investment and interesiie(2)(4) (17.9) 2.€ (15.€ (1.7
Other operating income, net(2)( 36.€ — 19.€ 2.€
Other nor-operating income, net(: 0.8 0.1 0.7 —
Income (loss) before income tax $ 521 & 21.C % (6349 $ 16.€

Q) Reflects intersegment charges from Network to Vg#$13.5 million and $13.9 million for the nine ntba ended September 30, 2(
and 2004, respectively.

2 If items in these categories cannot be directiytatted to a particular segment, they are alloc&deshch segment based on a formula
that considers each segment's revenues, propettyquipment and headcount.

3) Excludes other operating income (expense) itenasreturring nature including $12.4 million in satésindersea cable assets and
$7.9 million in dispute settlements for the peresdtied September 30, 2005.

(4) For the nine months ended September 30, 2005, Meinmdudes income of $2.2 million related to ttedesof an equity security which
had a zero book value, and Vyvx includes a banksupliaim distribution of $1.6 million received farsecurity with no book value.
For the nine months ended September 30, 2004, Meinwdudes $6.0 million related to the sale ofemuity security which had a ze
book value.
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Certain statement of operations informafmrthe nine months ended September 30, 2005 @@4, 2nd balance sheet information as of
September 30, 2005 and December 31, 2004 concetréngompany's segments is presented in the faiptable (in millions):

2005 2004
Revenues(a

Network $ 1,223 ¢ 1,102.
Vyvx 89.€ 90.C
Intersegment elimination(t (13.5 (13.9
Total consolidated revenu $ 1,299.. $ 1,178.:
| |

Income (loss) before income tax
Network(b) $ 521 $ (63.9)
Vyvx(b) 21.C 16.€
Total consolidated income (loss) before incomed: $ 731 $ (46.5)

Identifiable assets employe

Network $ 1,619.¢ $ 1,553t
Vyvx 102.5 97.5
Total consolidated asse $ 1,722 $ 1,650.¢

(@  Revenues for each segment include amounts forcesrvéndered and products sold.

(b) Eliminates intersegment revenues billed from NekatorVyvx. However, the intersegment revenues iackitled in the calculation to
determine the loss before income taxes for eadfedfork and Vyvx.

Network and Vyvx had additions to long-livassets of $74.5 million and $4.6 million, respety, for the nine months ended
September 30, 2005. Network and Vyvx had addittorieng-lived assets of $47.4 million and $3.0 raill respectively, for the nine months
ended September 30, 2004.

12. Subsequent Event:

On December 23, 2005, Leucadia, throughubsidiary, Baldwin, sold all of the membershigeiests in the Company to Level 3
Communications Inc., excluding certain specifiedpany assets and liabilities.

At closing the Company transferred certatained assets to Baldwin, and Baldwin assumedineetained liabilities. The retained
assets include all cash and cash equivalents essxaf $100.0 million, all marketable securitibg €Company's headquarters building located
in Tulsa, Oklahoma and certain other miscellanemsets. In addition, the Company will assign tad@ah all of its right to receive the
$236.0 million in cash payments from SBC discloseNote 4 above. The retained liabilities includeodthe Company's long-term debt
obligations, the Company's obligations under if$n@el benefit pension plan and supplemental re@émplan, certain other employee related
liabilities and other claims.
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Exhibit 99.5

LEVEL 3 COMMUNICATIONS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL ST ATEMENTS

The following unaudited pro forma condensethbined balance sheet as of September 30, 2@Hhamnaudited pro forma condensed
combined statements of operations for the nine hsoahded September 30, 2005 and the fiscal yeaddddcember 31, 2004 of Level 3
Communications, Inc. ("Level 3") and WilTel Commeaaiions Group, LLC ("WilTel") have been preparettafiving effect to Level 3's
acquisition of WilTel ("Acquisition") and the assptions and adjustments described in the accompgmgtes herein. The Acquisition
excludes certain specified WilTel assets and ligdsl in accordance with terms of the purchaseeagest. Level 3 acquired WilTel on
December 23, 2005

The unaudited pro forma financial stateraexttcount for the Acquisition under the purchasthoteof accounting. The unaudited pro
forma condensed combined balance sheet is presaniéthe Acquisition occurred on September 3@520 he unaudited pro forma
condensed combined statement of operations of L3aald WilTel for the nine months ended SeptemBefB05 is presented as if the
Acquisition occurred on January 1, 2004. The urteddiro forma condensed combined statement of tipesaof Level 3 and WilTel for the
year ended December 31, 2004 is presented asAfdtpeisition had taken place on January 1, 2004. Aiktorical consolidated financi
statements of Level 3 have been restated to refieatesults of operations and financial positibigStructure, LLC as discontinued
operations for all periods presented due to its &alnfocrossing, Inc. on November 30, 2005. Qentaclassifications have been made
relative to WilTel's historical financial statemsiih order to present them on a basis consistehtheivel 3.

The preliminary allocation of the purchasiee used in the unaudited pro forma condensedowd financial statements is based up
preliminary valuation. Our estimates and assumptane subject to change upon the finalization efduation. The primary areas of the
purchase price allocation which are not yet firadizelate to identifiable long-lived tangible anthingible assets, the fair value of deferred
revenue, the fair value of contractual obligatiassumed and restructuring costs.

The unaudited pro forma condensed combiinaticial statements are not intended to represebé indicative of the consolidated
results of operations or financial position of LE8¢hat would have been reported had the Acquisitieen completed as of the dates
presented, and should not be taken as representdtitie future consolidated results of operatimnnancial position of Level 3. The
unaudited pro forma financial statements do ndécetiny operating efficiencies and cost savings We may achieve with respect to
combining the companies.

Under the terms of the purchase agreenoerthé Acquisition, the purchase price paid coesisif approximately $390 million in cash,
plus $100 million in cash to reflect Leucadia'sihgwcomplied with its obligation to leave that ambof cash in WilTel and 115 million
shares of Level 3's common stock valued at $31Bomjlusing a stock value of $2.72 per share. Tdlaerof the common stock was
determined using the average closing stock pricéhfatwo days prior and two days after the dagetthnsaction was announced. The
Company also incurred costs of approximately $Tionilrelated to the transaction. The cash purchase is subject to post-closing
adjustments based primarily on actual working edygis of the closing date. Level 3 entered intta@eitransactions with WilTel prior to the
acquisition of WilTel by Level 3, whereby it recei¥ cash for communications services to be providéle future which Level 3 accounted
for as deferred revenue. As a result of the adipisiLevel 3 can no longer amortize this defemeekenue into earnings and accordingly,
reduced the purchase price applied to the netsaasqtiired in the WilTel transaction by $2 millitbhe amount of the unamortized deferred
revenue balance on December 23, 2005.

The unaudited pro forma condensed combiinaticial statements should be read in conjunatith the historical consolidated financ
statements and accompanying notes of Level 3 ilcatpd by reference to this filing, and the histariconsolidated financial statements and
accompanying notes for WilTel included herein.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Unaudited Pro Forma Condensed Combined Balance Shest September 30, 2005

Remove
Excluded
Historical Historical Assets and Pro Forma Pro Forma
(dollars in millions) Level 3(a) WilTel(a) Liabilities(b) Adjustments Level 3
Assets
Current Assets
Cash and cash equivalents $ 49C $ 24¢ $ (148 $ 497 $ 93
dl
Marketable securitie 40:< 39 (39 402
Restricted cash and securit 38 — 38
Receivables, ne 401 323 (37 687
Other 16¢ 24 @ 191
Total Current Asset 1,50C 634 (225) (497) 1,41z
Property, Plant and Equipment, net 5,071 1,00¢ (109) (272 5,704
cl
Marketable Securitie 40¢ 11 (17) 40¢
Restricted Cash and Securit 71 — 71
Goodwill and Other Intangibles, n 401 38 11z c2 552
Other Assets, ne¢ 12¢ 31 9 151
Total Assets $ 7,58( $ 1,722 (348 % (656€) $ 8,29¢
I I Y I
Liabilities and Stockholders' Deficit
Current Liabilities:
Accounts payabl $ 48¢ $ 177 (200 % — 3 64t
Current portion of lon-term debt — 71 (77) —
Accrued payroll and employee bene 62 56 (27) 91
Accrued interes 13C — 13C
Deferred revenue 207 57 (20 244
c3
Other 111 68 9) 26 c4 19¢€
Total Current Liabilities 99¢ 42¢ (227) 6 1,30¢
Long-Term Debt, less current portit 6,02( 358 (359 6,02(
@)
d3
Deferred Revenue 733 19C (190 731
c3
Other Liabilities 461 14€ (39) (9) 56C
c5
Stockholders' Deficit
Common Stocl 7 — 1 dz 8
(783%)
d4
Additional paic-in capital 7,42¢ 627 15€ 312 dz 7,741
Accumulated other comprehensive |i (45) (14) 14 (45)
Accumulated defici (8,029 9 9 d4 (8,029
Total Stockholders' Defic (632) 604 17C (4617) (319
Total Liabilities and Stockholders' Defi $ 7,58( $ 1,722 $ (348 % (656) $ 8,29¢

The acquisition of WilTel has been accodrite as a purchase combination. Assets acquirddialilities assumed were recorded at
their fair values as of December 23, 2005. Thd fo&iminary






purchase price is $808 million, including transaictcosts and deferred revenue of Level 3 attribetebWilTel and is comprised of the
following:

(dollars in millions)

Equity Consideration (115 million shares at $2. $ 313
Cash Consideratic 49C
Transaction Cosl 7

Purchase Consideratis 81C
Deferred Revenue of Level 3 attributable to Wil 2

Total Preliminary Purchase Pri

|69
(o]
o
m

Under business combination accountingtated preliminary purchase price will be allocated/ilTel's net tangible and intangible
assets based on their estimated fair value as odbeer 23, 2005. Based upon a preliminary valuatfntotal preliminary purchase price
was allocated as follows:

(dollars in millions) December 23, 2005
Assets:
Cash and cash equivalel $ 12¢
Accounts receivabl 257
Other current asse 18
Property, plant and equipment, | 66C
Identifiable intangible: 152
Other asset 26
Total Assets 1,241
Liabilities:
Accounts payabl 204
Accrued payrol 29
Other current liabilitie: 69
Deferred reveni—WilTel 41
Deferred reveni—Level 3 2
Other liabilities 90
Total Liabilities 431
Purchase Pric $ 81C
|

The preliminary allocation of the purchasiee was based upon a preliminary valuation, aedestimates and assumptions are subject tc
change upon the finalization of the valuation.

Balance Sheet Adjustments:

(@  These columns reflect the historical balance shafetse respective companies. Certain reclassifinathave been made
relative to WilTel's historical financial statemsimh order to present them on a basis consistehtheivel 3.

(b) Removes the assets and liabilities not includatiénpurchase agreement, including:
. Cash, cash equivalents and marketable securitiee(@ and noncurrent) in excess of $100 milliomBSeptember 30,
2005. The preliminary purchase allocation providbdve includes $128 million of cash and cash edgn¥a offset by

$28 million of an overdraft balance included in @acts payable.

. Accounts Receivable due under the Termination, BluRelease and Settlement Agreement among LeudAdlige!
and SBC.

. WilTel's corporate headquarters in Tulsa, OK amdée aircraft.






(c1)

(c2)

(c3)

(c4)

(c5)

(d1)
(d2)

(d3)
(d4)

Debt obligations, and related debt issuance cpstaarily attributable to the mortgage on WilTel@rporate
headquarters and its credit facility.

. Obligations under the defined benefit pension jglad other employee benefit plans.

Adjustment to reflect the value of WilTel propephant and equipment received in the acquisitionciliiias estimated useful
lives of 2 to 20 years.

Adjustment to reflect value of intangible assetoagted with customer relationships acquired éntthnsaction which will be
amortized on a straight line basis over their estizd useful lives of 6 to 11 years. Certain tradésbhave been assigned
indefinite lives.

Adjustment to reflect fair value of deferred reverassumed in the transaction.

Adjustment to reflect estimated severance and eyeploelated costs.

Adjustment to reflect decrease in fair value ofeasstirement obligations assumed in the transactiee to a higher discount
rate used by Level 3.

Cash consideration paid for acquisition. Includésrlion of transaction costs.

Stock consideration paid for acquisition whichdsnprised of 115 million shares of Level 3 commatktvalued at $2.72 per
share.

Remove Level 3 deferred revenue attributable tor@litontracts which existed prior to the transactio

Adjustment to remove historical equity of WilTel.




(dollars in millions, except per share data)

Revenue

Cost of revenu

Depreciation and amortizatic

Selling, general and administrati
Restructuring and impairment char

Total costs and expens

Operating Income (Los!
Other Income (Expense

Interest incom:

Interest expens
Gains on early extinguishment of d¢

Other, ne

Total other income (expens

Loss from Continuing operations Before Incom

Tax

Income Tax Expens

Net Income (Loss) from Continuing Operatic

Weighted Average Shares Outstanding (in O(

EPS: Net Loss from Continuing Operatic

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

For the twelve months ended December 31, 2004

Unaudited Pro Forma Condensed Combined Statement @perations

Historical Historical Intercompany Pro Forma Pro Forma
Level 3(a) WilTel(a) Adjustments(b) Adjustments Level 3
$ 3,631 $ 1,58: $ (6) $ 5,214
2,20¢ 1,12¢ (6) 3,331
)
(20€c
682 20¢ 11C d 792
)
(14e
947 282 4 f 1,21¢
16 — 16
3,85: 1,61¢ (6) (10¢) 5,35¢
(21€) (36) — 10¢ (1449
)
13 6 (59 14
(48E) (35) 34 h (486)
197 — 197
39 7 46
(236) (22) — 29 (229)
(452) (58) 137 (379
(6) — (6)
$ (458 $ (58 — $ 137 $ (379
I N . —— I
683,84t 115,00( 798,84t
— I
$ (0.67) $ (0.47)
— ——




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Unaudited Pro Forma Condensed Combined Statement @perations

For the nine months ended September 30, 2005

Historical Historical Intercompany Pro Forma Pro Forma
(dollars in millions, except per share data) Level 3(a) WilTel(a) Adjustments(b) Adjustments Level 3
Revenue $ 2,66¢ $ 1,34C $ 4) (33 i% 3,972
Cost of revenu 1,617 921 4) 2,53¢
)
(12%c
Depreciation and amortizatic 494 12z 82 d 57€
)
(1Ce
Selling, general and administrati 65€ 20¢ 3f 85¢
Restructuring and impairment char 24 — 24
Total costs and expens 2,791 1,25: 4 (48) 3,99-
Operating Income (Los! (122 87 — 15 (20
Other Income (Expense
)
Interest incom 25 8 (79 26
Interest expens (397 (25) 24 h (392
Other, ne 23 3 26
Total other income (expens (343 (14) — 17 (340
Loss from Continuing operations Before Incom
Tax (46%) 73 32 (360)
Income Tax Expens 4 — 4
Net Income (Loss) from Continuing Operatic  $ (469 $ 73 — $ 32 % (364)

Weighted Average Shares Outstanding (in 0( 695,06( 115,00( 810,06(
I .’ |
EPS: Net Loss from Continuing Operatic $ (0.67) $ (0.4%)
] I

Statement of Operations Adjustments:

(@  These columns reflect the historical statementspefations of the respective companies. Certaiagsifications have been
made relative to WilTel's historical financial gatents in order to present them on a basis consisith Level 3.

(b)  Eliminate the historical intercompany transactibetveen Level 3 and WilTel.
(c) Remove historical depreciation and amortizationegge attributable to WilTel.

(d) Record depreciation and amortization expense tahgible and intangible assets obtained in thgusition based on
preliminary purchase price allocation.

(e) Remove historical selling, general and administeaéixpenses attributable to the excluded assethanilities not included in
the Acquisition.

U] Record rent expense attributable to the leasedaTadmporate facility. Level 3 is leasing spacehi@ Tulsa corporate facility
from Leucadia subsequent to the closing of thesaation.

() Remove interest income attributable to the caséh eguivalents and marketable securities retaigddebcadia. The increase
in interest income for the nine months ended Selpéer80, 2005 is attributable to a higher interatt being earned on t



$100 million of cash and cash equivalents retaingle transaction during this period in 2005 wiksempared to the year
ended December 31, 2004.




(h)  Remove interest expense on the historical debtibfévhot assumed in the Acquisitio

0] Remove income attributable to the June 2005 TenmwimaMutual Release and Settlement Agreement arhengadia, WilTel
and SBC. This income was retained by Leucadiaértrdmsaction.

The statement of operations adjustmentsritesi above have not been tax effected due toll3s@et operating loss position for incc
tax purposes.
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