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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the Quarterly Period Ended March 31, 200¢
or

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

For the transition period to

Commission file number 0-15658

LEVEL 3 COMMUNICATIONS, INC.

(Exact name of registrant as specified in its arart

Delaware 47-0210602
(State of Incorporatior (I.LR.S. Employe
Identification No.)
1025 Eldorado Blvd., Broomfield, CO 80021
(Address of principal executive office (Zip Code)

(720) 888-1000
(Registrant’s telephone number,
including area code)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastlags. Yedx] No[O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted untsio Rule 405 of Regulation S-T during the préwgd2 months (or for such shorter
period that the registrant was required to submitgost such files). Y& @ No[O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting

company. See definitions of “large accelerated filaccelerated filer,” and “smaller reporting cpany” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated fileX] Accelerated filer

Non-accelerated fileO Smaller reporting compan
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). YesO No
The number of shares outstanding of each clagseassuer’'s common stock, as of March 31, 2009:

Common Stockl,627,372,481 shares
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations

(unaudited)
Three Months Ended
March 31, March 31,
(dollars in millions, except per share data 2009 2008
Revenue
Communication: $ 962 1,06¢
Coal Mining 18 26
Total revenue 98C 1,092
Costs and Expenses (exclusive of depreciation aradtezation shown separately belo
Cost of Revenu
Communication: 39C 45¢
Coal Mining 17 16
Total Cost of Revenue 407 47¢
Depreciation and Amortizatic 222 24C
Selling, General and Administrati 33¢ 422
Restructuring Charges 1 7
Total Costs and Expenses 96¢ 1,144
Operating Income (Los! 12 (52
Other Income (Expense
Interest incom: 1 6
Interest expens (14¢) (1449
Other, net 2 3
Total Other Income (Expense) (143) (13%)
Loss Before Income Taxt (131) (187)
Income Tax Expense @ €)
Net Loss $ (132 (190)
Basic and Diluted Loss per Shg $ (0.08) (0.12)
Shares Used to Compute Basic and Diluted Loss Fa&eSin thousands 1,620,93. 1,541,87.

See accompanying notes to consolidated finanagdmsients. Financial statements for the three mattied March 31, 2008 have been

adjusted for the retrospective application of FSFBAL4-1 (see Notes 1 and 9).
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

March 31, December 31,
(dollars in millions, expect par value) 2009 2008
(unaudited)

Assets
Current Assets

Cash and cash equivalel $ 67z $ 76€

Restricted cash and securit 3 3

Receivables, less allowances for doubtful accooh$i8 and $16, respective 401 39C

Other 96 81
Total Current Assets 1,172 1,24z
Property, Plant and Equipment, | 6,012 6,15¢
Restricted Cash and Securit 12¢ 127
Goodwill 1,431 1,432
Other Intangibles, ne 53t 55¢
Other Assets 11C 11F
Total Assets $ 9,38¢ $ 9,634
Liabilities and Stockholde’ Equity
Current Liabilities:

Accounts payabl $ 357 % 36¢

Current portion of lon-term debt 50C 18¢€

Accrued payroll and employee bene 52 10t

Accrued interes 128 117

Current portion of deferred reven 16¢ 16¢

Other 96 111
Total Current Liabilities 1,297 1,05z
Long-Term Debt, less current portit 5,93: 6,24¢
Deferred Revenue, less current pori 69¢ 71¢
Other Liabilities 604 597
Total Liabilities 8,53¢ 8,61:
Stockholder Equity:

Preferred stock, $.01 par value, authorized 10(@@Dshares: no shares issued or outstar — —

Common stock, $.01 par value, authorized 2,2500@@shares: 1,627,372,481 issued and

outstanding at March 31, 2009 and 1,617,615,23&&and outstanding at December 31, Z 16 16

Additional paic-in capital 11,51 11,49¢

Accumulated other comprehensive |i (207 (521)

Accumulated deficit (10,577) (10,439
Total Stockholders’ Equity 85E 1,021
Total Liabilities and Stockholders’ Equity $ 9,38¢ $ 9,63¢

See accompanying notes to consolidated financ@#sients. Financial statements as of DecembelO8B, 2ave been adjusted for the
retrospective application of FSP APB 14-1 (see Bldtand 9).
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(unaudited)
Three Months Ended
March 31, March 31,
(dollars in millions) 2009 2008
Cash Flows from Operating Activitie
Net loss $ (132 $ (190
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 222 24C
Non-cash compensation expense attributable to stockda 16 23
Gain on sale of property, plant and equipment ahdraasset — (2)
Accretion of debt discount and amortization of debtiance cos 14 13
Accrued interest on lol-term debt 6 (14)
Other, ne (6)
Changes in working capital iterr
Receivable! (11) (20
Other current asse (15) (22
Payable (14) (52
Deferred revenu ()] ()]
Other current liabilities (67) (15
Net Cash Used in Operating Activiti (4 (47)
Cash Flows from Investing Activitie
Capital expenditure (78) (113
Increase in restricted cash and securities Q) —
Proceeds from sale of property, plant and equipraedtother assets — 2
Net Cash Used in Investing Activiti (79 (111)
Cash Flows from Financing Activitie
Debt issuance cos (2 —
Payments on and repurchases of long-term debt (7) (26)
Net Cash Used in Financing Activiti 9) (26)
Effect of Exchange Rates on Cash and Cash Equigalen 4 3
Net Change in Cash and Cash Equival (96) (181)
Cash and Cash Equivalents at Beginning of Period 76€ 714
Cash and Cash Equivalents at End of Period $ 67z $ 533
Supplemental Disclosure of Cash Flow Informati
Cash interest pai $ 12¢ $ 14~
Income taxes pai $ 1 % —

See accompanying notes to consolidated finanagdmsients. Financial statements for the three mattied March 31, 2008 have been
adjusted for the retrospective application of FSFHBAL4-1 (see Notes 1 and 9).

4




Table of Contents

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies

Level 3 Communications, Inc. and its subsidiariéeyel 3" or the “Company”) is a facilities basedopider (that is, a provider that
owns or leases a substantial portion of the pfaoperty and equipment necessary to provide itds) of a broad range of integrated
communications services. The Company has creaewiihmunications network generally by constructisg@wn assets, but also through a
combination of purchasing and leasing other comgsaand facilities. The Company’s network is an aded, international, facilities based
communications network. The Company designed itsor to provide communications services, which Eap@nd take advantage of
rapidly improving underlying optical, Internet Poobl, computing and storage technologies.

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

The consolidated financial statements include temants of Level 3 Communications, Inc. and subsie$ in which it has control,
which are enterprises engaged in the communicatindscoal mining businesses. Fifty-percent-ownedmnygijoint ventures are consolidated
on a pro rata basis. All significant intercompangaunts and transactions have been eliminated.

The consolidated balance sheet of Level 3 at Deee3ih, 2008 has been audited. All other finanditiesnents contained herein are
unaudited and, in the opinion of management, coratiadjustments (consisting only of normal remgradjustments) necessary for a fair
presentation of financial position, results of @gtems and cash flows for the periods presented.abdcompanying unaudited consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethéUnited States (“GAAP”) and with
the instructions to Form 10-Q and Article 10 of Riagion S-X for interim financial information. Acodingly, these statements do not include
all of the information and notes required for coatelfinancial statements.

The Company’s accounting policies and certain otlezlosures are set forth in the notes to theaateted financial statements
contained in the Company’s Form 10-K for the yeatezl December 31, 2008. The significant accoumoligies set forth in Note 1 to the
consolidated financial statements in the CompaRgtsn 10-K for the year ended December 31, 2008;cgpjately present, in all material
respects, the current status of the Company’sfsgnt accounting policies, and are incorporatertineby reference, except as disclosed
below related to the adoption of Financial AccongtStandards Board (“FASB”) Staff Position (“FSR9. APB 14-1, “Accounting for
Convertible Debt Instruments That May Be Settle@ash Upon Conversion (Including Partial Cash Settint)” (“FSP APB 14-1") . These
financial statements should be read in conjunatrith the Company’s audited consolidated financiatesments and notes thereto. The
preparation of the consolidated financial states@ntonformity with GAAP requires management tdkemastimates and assumptions that
affect the reported amounts of assets and liadslitilisclosure of contingent assets and liabilaies the reported amounts of revenue and
expenses during the reported period. Actual resolitd differ from these estimates.

The results of operations for the three months @émdiarch 31, 2009 are not necessarily indicativethefresults expected for the full
year 2009

Recently | ssued Accounting Pronouncements

On May 9, 2008, the FASB issued FSP APB114vhich requires issuers of a certain type of estilble debt to separately account
the debt and equity components of the convertibli th a way that reflects the issuer’s borrowiatg rat the date of issuance for similar debt
instruments without the conversion feature. FSP ARR applies to certain of the Company’s convéatidebt. FSP APB 14-1was effective
for the Company beginning on January 1, 2009 asdban applied retrospectively to all periods preskin the Company’s consolidated
financial statements. Although the adoption of A$B 14-1 does not affect the Company’s actual pasiture cash flows, the Company
expects to incur additional non-cash interest egpes a result of FSP APB 14-1 of approximatelyd#Bon for the year ended
December 31, 2009, $49 million for the year endeddnber 31, 2010, $55 million for the year endeddb@er 31, 2011 and $10 million for
the year ended December 31, 2012, notwithstandigglabt repurchases, modifications, extinguishmentonversion of its convertible debt
subject to FSP APB 14-1 prior to maturity. See Nbfer more details.
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The following table illustrates the retrospectivieet of adopting FSP APB 14-1 to the consolidattdement of operations for the
three months ended March 31, 2008 (in millions):

As Adjusted for

As Originally Retrospective
Reported Application
Interest expense $ 138§ 144
Net Loss $ 181 $ 19C
Basic and Diluted Loss per Share $ (0.12) $ (0.12)

The following table illustrates the retrospectivieet of adopting FSP APB 12-+t0 the consolidated balance sheet as of Decegiy
2008 (in millions):

As Adjusted for

As Originally Retrospective
Reported Application
Other Assets (curren $ 83 ¢ 81
Other Assets (nc¢-current) $ 117 % 11¢
Long-Term Debt, less current portit $ 6,392 $ 6,24~
Additional paic-in capital $ 11,25 $ 11,49:
Accumulated defici $ (10,349 $ (10,439

(2) Dispositions

Vyvx Advertising Distribution Business: On June 5, 2008, Level 3 completed the sale &fyitsx advertising distribution business
DG FastChannel, Inc. Level 3 has retained ownemshifyvx’s core broadcast business, including ther¥/Services Broadcast Business’
content distribution capabilities. The financiadu#ts of the Vyvx advertising distribution businese included in the Company’s consolidated
results of operations through the date of sale.ditygosal of the Vyvx advertising distribution busss did not meet the criteria under
Statement of Financial Accounting Standards (“SPA$J. 144, “Accounting for the Impairment or Dispbsf Long-Lived Assets” (“SFAS
No. 144" for presentation as discontinued operationsesihe business was not considered an asset group.

(3) Loss Per Share

The Company computes basic net loss per shareviirdj net loss for the period by the weighted agernumber of shares of
common stock outstanding during the period. Dilutetlloss per share is computed by dividing net fosthe period by the weighted aver
number of shares of common stock outstanding duhiageriod and including the dilutive effect ohwmon stock that would be issued
assuming conversion or exercise of outstanding exitke notes, stock options, stock based compiamsatvards and other dilutive securit
No such items were included in the computationilofted loss per share for the three months endeatiMal, 2009 and March 31, 20(
because the Company incurred a net loss in eaittesé periods and the effect of inclusion wouldehlb@en anti-dilutive.

The effect of approximately 489 million and 315Iioit shares issuable pursuant to the various sefiesnvertible notes outstandi
at March 31, 2009 and 2008, respectively, havébeeh included in the computation of diluted lossgbmre because their inclusion would
have been anti-dilutive to the computation. In &ddij the effect of the approximately 54 milliorek options, outperform stock options,
restricted stock units and warrants outstandifdath 31, 2009 and 2008, respectively, have nehldecluded in the computation of diluted
loss per share because their inclusion would haea khnti-dilutive to the computation.
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(4) Goodwill

The changes in the carrying amount of goodwill aigithe three months ended March 31, 2009 are lsvio(in millions):

Coal
Communications Mining
Segment Segment Total
Balance at December 31, 2C $ 1,432 % — 3 1,432
Goodwill adjustment — — —
Effect of foreign currency rate change (1) — (1)
Balance at March 31, 2009 $ 1,431 % — % 1,431

The Company conducted its annual goodwill impairnaeralysis at December 31, 2008 and concludeditsigill was not impairec
(5) Acquired Intangible Assets

Identifiable acquisition-related intangible assetof March 31, 2009 and December 31, 2008 wefalas/s (in millions):

Gross
Carrying Accumulated
Amount Amortization Net
March 31, 2009
Finite-Lived Intangible Asset:
Customer Contracts and Relationst $ 743 $ (346) % 397
Patents and Developed Technology 14C (54) 86
882 (400) 48:
Indefinite-Lived Intangible Asset:
Vyvx Trade Name 32 — 32
Wireless Licenses 20 — 20
$ 93t (400 $ 53t
December 31, 200
Finite-Lived Intangible Asset:
Customer Contracts and Relationst $ 74 $ (325 % 41¢
Patents and Developed Technology 141 (52) 89
884 (377) 507
Indefinite-Lived Intangible Asset:
Vyvx Trade Name 32 — 32
Wireless Licenses 20 — 20
$ 93¢ $ @B7) ¢ 55¢

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

Acquired finite-lived intangible asset amortizatiexpense was $23 million for the three months edath 31, 2009 and $26
million for the three months ended March 31, 2008.
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As of March 31, 2009, estimated amortization expdnsthe Company’s finite-lived acquisition-reldt@tangible assets over the
next five years and thereafter is as follows (ifliotis):

2009 (remaining nine month $ 70
2010 92
2011 91
2012 69
2013 51
Thereafter 11C

(6) Restructuring and Contract Termination Costs

During the fourth quarter of 2008, the Companyiatéd a workforce reduction of approximately 40(p&yees, or 7% of the
Company’s total employee base, and incurred auetsiing charge of $12 million, all of which reldte® the communications business. The
workforce reductions related to multiple levelshiritthe organization and across multiple locatiaithin North America. The terms of the
workforce reduction, including the involuntary ténation benefits to be received by affected empdsyevere communicated by the Comg.
in the fourth quarter of 2008. In the first qua&2009, the Company paid approximately $11 millad involuntary termination benefits for
affected employees. The remaining $1 million ofdlintary termination benefits are expected to bé pathe second quarter of 2009.

The Company has accrued contract termination cds47 million at March 31, 2009 and $49 millionRx¢cember 31, 2008, for
facility lease costs, primarily in North Americaat the Company continues to incur without econdmeicefit. Accrued contract termination
costs are recorded in other liabilities (currerd ann-current) in the consolidated balance shé&éis.Company expects to pay the majority of
these costs through 2018. The Company did not iaaymew contract termination costs in the threathmended March 31, 2009 or 2008.
The Company records charges for contract terminatists, including accretion expense, within sgllgeneral and administrative expenses
in the consolidated statements of operations.

(7) Fair Value

SFAS No. 157 “Fair Value Measurements” (“SFAS l67”) defines fair value as the price that would®eeived from selling an
asset or paid to transfer a liability in an ordérjnsaction between market participants at thesoreanent date. When determining the fair
value measurements for assets and liabilities redquo be recorded at fair value, the Company deansithe principal or most advantageous
market in which it would transact and considersiaggtions that market participants would use wheeing the asset or liability, such as
inherent risk, transfer restrictions, and risk ohperformance.

Fair Value Hierarchy

SFAS No. 157 establishes a fair value hierarchiréguires an entity to maximize the use of obddevanputs and minimize the use
of unobservable inputs when measuring fair valuénancial instrument’s categorization within trerfvalue hierarchy is based upon the
lowest level of input that is significant to therfaalue measurement. SFAS No. 157 establishes tbkels of inputs that may be used to
measure fair value:

Level 1—Quoted prices in active markets for identical &sse liabilities. As of March 31, 2009, the Compatid not have any
Level 1 assets or liabilities measured at fair galu

Level 2—Observable inputs other than Level 1 prices ssofumted prices for similar assets or liabilitig@spted prices in markets
with insufficient volume or infrequent transactigiiess active markets); or model-derived valuationshich all significant inputs are
observable or can be derived principally from araborated by observable market data for substintiee full term of the assets or
liabilities. Level 2 liabilities that are measuratfair value include the Company’s interest ratas agreements and other embedded
derivatives.

The interest rate swaps are priced using discowash flow techniques that use observable markets$n such as LIBOR-based
yield curves, forward rates, and credit ratingse €mbedded derivatives in certain of the Com’s
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convertible debt instruments are priced using iapliat are observable in the market, such as thegp@oy’s current and historical stock
prices, credit-adjusted interest rates, credihgatiand other contractual terms of the convertiblet.

Level 3—Unobservable inputs to the valuation methodoldgt aire significant to the measurement of fair @atiassets or
liabilities. The Company does not have any SFASING. Level 3 assets or liabilities that are meaatdair value.

Assets and Liabilities Measured at Fair Value oRecurring Basit

Assets and liabilities measured at fair value oacarring basis consisted of the following typesnstruments as of March 31, 2009
(in millions):

Significant Other

Observable
Inputs (Level 2)
Interest Rate Swap Liabilities (included in othenfcurrent liabilities) $ 112
Embedded Derivatives in Convertible Debt (includedther non-current liabilities) 13
Total Liabilities Measured at Fair Value $ 12F

(8) Cash Flow Hedges

The Company has floating rate long-term debt (sete 9). These obligations expose the Company tahiéity in interest payments
due to changes in interest rates. If interest riat@ease, interest expense increases. Conveifsieltgrest rates decrease, interest expense alsc
decreases. In 2007, Level 3 Financing Inc., the @omy’s wholly owned subsidiary, entered into twierast rate swap agreements to hedge
the interest payments on $1 billion notional amafiftoating rate debt. The two interest rate s\agpeements are with different
counterparties, are for $500 million each and neatur January 13, 2014. Under the terms of thedateate swap transactions, the Company
receives interest payments based on rolling threetimLIBOR terms and pays interest at the fixed rdt4.93% under one arrangement and
4.92% under the other. The Company has designlaéeidterest rate swap agreements as a cash flogelwdthe interest payments for
$1 billion of floating rate debt. The Company eais the effectiveness of the hedge on a quatiaedis. The Company measures
effectiveness by offsetting the change in the \dgigortion of the interest rate swaps with thengjes in interest expense paid due to
fluctuations in the LIBOR-based interest rate. Tmmpany recognizes any ineffective portion of tedde in the consolidated statements of
operations. Hedge ineffectiveness for the Compacgsh flow hedges was not material in any periedgmted.

The fair value of the interest rate swap agreemeatsa liability of $112 million at March 31, 20@8d a liability of $97 million at
December 31, 2008. Unrealized losses of $15 mifiiorihe three months ended March 31, 2009 andh§ifidn for the three months ended
March 31, 2008 were recorded on the interest g sagreements and are included in other comprafeelass. The change in the fair value
of the interest rate swap agreements is reflect@dhier comprehensive loss due to the fact thaintieeest rate swap agreements are
designated as an effective cash flow hedge of idrbnotional amount of the Company’s floatingeatebt.

9
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(9) Long-Term Debt

As of March 31, 2009 and December 31, 2008, longr-ebt was as follows (in millions):

(dollars in millions) March 31, 2009 December 31, 200
Senior Secured Term Loan due 2( $ 1,40C $ 1,40(
Senior Notes due 2010 (11.5' 12 13
Senior Notes due 2011 (10.75 3 3
Floating Rate Senior Notes due 2011 (8.279% asartM31, 2009 6 6
Senior Notes due 2013 (12.25 55C 55C

Issue discount on Senior Notes due 2 2 (2
Senior Notes due 2014 (9.25' 1,25(C 1,25(
Issue premium on Senior Notes due 2 9 9
Floating Rate Senior Notes due 2015 (5.485% asartM31, 2009 30C 30C
Senior Notes due 2017 (8.75' 70C 70C
Convertible Senior Notes due 2010 (2.87: 192 192
Convertible Senior Notes due 2011 (5.2t 33C 33C
Debt discount on 5.25% Convertible Senior Notes 2idL (83) (89)
Convertible Senior Notes due 2011 (10.( 22¢ 22¢
Convertible Senior Notes due 2012 (3.5 32¢ 32¢
Debt discount on 3.5% Convertible Senior Notes 212 (65) (69)
Convertible Senior Notes due 2013 (15.( 40C 40C
Convertible Senior Discount Notes due 2013 (9. 29t 29t
Convertible Subordinated Notes due 2009 (6. 17¢€ 181
Convertible Subordinated Notes due 2010 (6. 30¢ 30¢
Debt discount due to embedded derivatives in cdiblerdebt 4) (4)
Commercial Mortgage due 2010 (6.86 68 69
Capital leases 34 35
6,43 6,431

Less current portion (500) (18€)

$ 593 § 6,24~

Adoption of FSP APB 14-1

On January 1, 2009, the Company adopted FSP APB Which has been applied retrospectively to afiqus presented in the
Company’s consolidated financial statements presemerein. FSP APB 14-1 requires issuers of aindstpe of convertible debt to
separately account for the debt and equity compsradithe convertible debt in a way that refletis issuer’s borrowing rate at the date of
issuance for similar debt instruments without theversion feature. FSP APB 14-1 is only applicablthe Company’s 5.25% Convertible
Senior Notes due 2011 and 3.5% Convertible SenidedNdue 2012, as the Company has the right teededash in lieu of shares of its
common stock, or a combination of cash and shdresromon stock, upon conversion for each of theseances. The 5.25% Convertible
Senior Notes are convertible, at the option ofttblgers, into approximately 82.8 million sharedhef Company’s common stock as of
March 31, 2009, at a conversion rate of $3.98 pares subject to certain adjustments. The 3.5% Extitle Senior Notes are convertible, at
the option of the holders, into approximately 58illion shares of the Company’s common stock aslafch 31, 2009, at a conversion price
of $5.46 per share, subject to certain adjustments.

The Company recognized total interest expense mfoapmately $18 million during the quarter endedrbta31, 2009 and $16
million during the quarter ended March 31, 200&tesd to both the contractual interest coupon anatation of the discount on the liabili
component of the Company’s 5.25% Convertible SeNates and 3.50% Convertible Senior Notes. Thecgffe interest rate on the liability
component of the Company’s 5.25% Convertible SeNmtes and 3.50% Convertible Senior Notes was aqpadely 14% during the
quarters ended March 31, 2009 and 2008. The Comipamortizing the discount on the liability compon of its 5.25% Convertible Senior
Notes and 3.50% Convertible Senior Notes overehgaining term of each issuan
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The carrying amount of the equity component, pgatamount of the liability component, unamortiziabt discount related to the
liability component and net carrying amount of llaility component of the Company’s convertiblebtisubject to FSP APB 14-1 as of
March 31, 2009 and December 31, 2008 were as fsl{@wmillions):

March 31, December 31
2009 2008
Carrying amount of equity compone $ 241 % 241
Principal amount of liability compone $ 65€¢ $ 65€
Unamortized discount related to liability component $ (14¢) $ (15¢)
Net carrying amount of liability compone $ 50 $ 49¢

Debt Repayments and Repurchases

In the first quarter of 2009, the Company repurelas5 million aggregate principal amount of its €#nvertible Senior Notes due
2009 and $1 million aggregate principal amount®flil.5% Senior Notes due 2010 at discounts tpriheipal amounts and recognized a
gain on extinguishment of less than $1 million.

In the first quarter of 2008, Level 3 Communicasipinc. repaid the remaining $20 million of its standing 11% Senior Notes and
$6 million (€4 million) of its outstanding 10.75%&or Euro Notes.

There were no other debt repayments during theguanded March 31, 2009 or 2008 other than relyudgheduled capital lease
and commercial mortgage payments.

Debt Maturities

Aggregate future maturities of lorigrm debt and capital leases (excluding debt distsopremiums and fair value adjustments) v
as follows as of March 31, 2009 (in millions):

2009 (remaining nine month $ 17¢
2010 582
2011 56¢
2012 32¢
2013 1,247
Thereafter 3,67

$ 6,57¢

(10) Stock-Based Compensation

The following table summarizes non-cash compensatipense and capitalized non-cash compensatighddhree months ended
March 31, 2009 and 2008 (in millions):

Three Months Ended

March 31,
2009 2008

0SsO $ 1 $ 4
Restricted Stoc 8 11
401(k) Match Expense 7 8
16 23
Capitalized Noncash Compensation — —
$ 16 $ 23

11
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The Company capitalizes naash compensation for those employees directlyimedoin the construction of the network, instabat
of services for customers or development of busisepport systems. As of March 31, 2009, there wppeoximately 15 million Outperform
Stock Option (“OSO”units outstanding, of which approximately 7 millivere exercisable. As of March 31, 2009, thereevegaproximatel
26 million nonvested restricted stock and restdc®ck units outstanding.
(11) Comprehensive Loss

The components of total comprehensive loss, niebafs, were as follows (in millions):

Three Months Ended

March 31,
2009 2008
Net loss $ 132 % (190
Change in cumulative translation adjustm (39 51
Change in unrealized holding loss on avail-for-sale investmer — 2
Change in unrealized holding loss on interest sateps (15) 42
Other, net (@) 1
Comprehensive loss $ (182) $ (182
The components of accumulated other comprehens$g het of taxes, were as follows (in millions):
March 31, 2009 December 31, 2008
Cumulative translation adjustme $ 63 $ 97
Accumulated net unrealized holding gain (loss)rderiest rate sway (112 (97)
Other, net (52) (51)
Accumulated other comprehensive income (loss) $ (101 $ (51)

(12) Segment Information

SFAS No. 131 “Disclosures about Segments of anrgrnise and Related Information” (“SFAS No. 131"fides operating segments
as components of an enterprise for which sepairzdadial information is available and which is exatkd regularly by the Company’s chief
operating decision maker, or decision making graupleciding how to allocate resources and assagsrmance. Operating segments are
managed separately and represent separate striatsgiess units that offer different products ovises and serve different markets. The
Company’s current reportable segments include: comitations and coal mining (see Note 1). Other arilyincludes corporate assets and
overhead not attributable to a specific segment.

Adjusted EBITDA, as defined by the Company, isinebme (loss) from the consolidated statementgefations before (1) income
taxes, (2) total other income (expense), (3) na@hdmpairment charges included within restructughgrges, (4) depreciation and
amortization and (5) non-cash stock compensatiperse included within selling, general and admiafste expenses on the consolidated
statements of operations.

Adjusted EBITDA is not a measurement under GAAP @&y not be used in the same way by other compavi@sagement
believes that Adjusted EBITDA is an important pafrthe Companyg internal reporting and is a key measure useddyagement to evalue
profitability and operating performance of the Ca@myp and to make resource allocation decisions. flama&nt believes such measurement is
especially important in a capital-intensive indystuch as telecommunications. Management alsoAgjested EBITDA to compare the
Company'’s performance to that of its competitord Emeliminate certain non-cash and non-operatams in order to consistently measure
from period to period its ability to fund capitadgenditures, fund growth, service debt and detegrbionuses.
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Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedath&enmn-cash nature
of these items. Adjusted EBITDA also excludes ies¢income, interest expense and income taxes sedhaese items are associated with the
Company’s capitalization and tax structures. AGd<EBITDA also excludes depreciation and amortimaéxpense because these non-cash
expenses reflect the effect of capital investmeititich management believes should be evaluateddghroash flow measures.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use
similar performance measures whose calculationsdifter from the Company’s calculations. Additiolyalthis financial measure does not
include certain significant items such as intemesbme, interest expense, income taxes, depregiatid amortization, non-cash impairment
charges, non-cash stock compensation expense antheeincome (expense). Adjusted EBITDA shoultdbmconsidered a substitute for
other measures of financial performance reportextaordance with GAAP.

The data presented in the following tables includésmation for the three months ended March I0Xand 2008 for all statement
of operations and cash flow information presented.

Segment information for the Company’s Communicatiand Coal Mining businesses is summarized asafsl{@ millions):

Three Months Ended March 31,

2009 2008
Revenue from external custome
Communication: $ 962 $ 1,06¢
Coal Mining 18 26
$ 98C $ 1,092
Adjusted EBITDA
Communication: $ 24¢  $ 20&
Coal Mining $ 1 $ 7
Other $ — 3 (@)

Communicationsrevenue consists of:
1) Core Communications Services, which includesQtetwork Services and Wholesale Voice Services;

*  Core Network Services includes revenue from trarispad infrastructure, IP and data services, laoal enterprise voice
services and Level 3 Vyvx broadcast services.

*  Wholesale Voice Services includes revenue from isgance voice services, including domestic végcmination,
international voice termination and toll free sees.

2) Other Communications Services includes revenue framaged modem and its related reciprocal compenssdrvices and
SBC Contract Services.

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

Three Months Ended

March 31,
2009 2008

Communications Service

Core Network Services Reven $ 72¢ % 774

Wholesale Voice Services Revenue 17C 184
Total Core Communications Services Revenue 89¢ 95¢
Other Communications Revenue 63 10¢€
Total Communications Revenue $ 962 $ 1,06¢
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The following information provides a reconciliatiohnet loss to Adjusted EBITDA by operating segimes defined by the
Company, for the three months ended March 31, 20@92008 (in millions):

Three Months Ended March 31, 2009

Coal
Communications Mining Other

Net loss $ (133 % — 3 1

Income tax expens 1 — —

Total other (income) expen 144 — @

Depreciation anamortization expens 221 1 —

Non-cash compensation expense 16 — —

Adjusted EBITDA $ 24¢  $ 1 3 —

Three Months Ended March 31, 2008
Coal

Communications Mining Other
Net loss $ (196 $ 6 % —
Income tax expens 2 — 1
Total other (income) expen 137 — 2
Depreciation and amortization expel 23¢ 1 —
Non-cash compensation expense 23 — —
Adjusted EBITDA $ 205 7 9 (1)

(13) Commitments, Contingencies and Other Items

In April 2002, Level 3 Communications, Inc., andtef its subsidiaries were named as defendarBairer, et. al. v. Level 3
Communications, LLC, et gla purported class action covering 22 statesq fih state court in Madison County, lllinois. ulyd2001, Level 3
was named as a defendanKioyle, et. al. v. Level 3 Communications, Inc.aét, a purported two state class action filed inth8. District
Court for the District of Idaho. In November of Z)@he court granted class certification only fog State of Idaho. In September 2002,
Level 3 Communications, LLC and Williams Communicas, LLC were named as defendantSinith et. al. v. Sprint Communications
Company, L.P., et aJ.a purported nationwide class action filed in theted States District Court for the Northern Dittof Illinois. In
April 2005, the Smith plaintiffs filed a Fourth Améed Complaint which did not include Level 3 or Ndiins Communications, Inc. as a pa
thus ending both companies’ involvement in the 8roétise. On February 17, 2005, Level 3 CommunicstiobhC and Williams
Communications, LLC were named as defendankddBaniel, et. al., v. Qwest Communications Corpioratet al., a purported class action
covering 10 states filed in the United States Qis€ourt for the Northern District of lllinois. Abf these actions involve the companies’ right
to install its fiber optic cable network in easemsesnd right-of-ways crossing the plaintiffahd. In general, the companies obtained the r
to construct their networks from railroads, utdtj and others, and have installed their netwddgyahe rights-of-way so granted. Plaintiffs
in the purported class actions assert that theyharewners of lands over which the companies'fiy#ic cable networks pass, and that the
railroads, utilities, and others who granted thepanies the right to construct and maintain thetworks did not have the legal authority to
do so. The complaints seek damages on theoriesspfass, unjust enrichment and slander of titlepaogerty, as well as punitive damages.
The companies have also received, and may in thesfueceive, claims and demands related to rightsay issues similar to the issues in
these cases that may be based on similar or ditféggal theories.

The Company and its subsidiaries have negotiafgd@osed nationwide class settlement affectinggmersvho own or owned land
next to or near railroad rights of way. The Uniftdtes District Court for the District of Massachitts inKingsborough v. Sprint
Communications Co. L.Pas granted preliminary approval of the proposéiteseent which, if finally approved, will resolvdl af the
pending actions. The proposed settlement will gtexiash payments to class members based on véaaiass that include:

« the length of the right of way where the cablensalled;
» the state where the property is located; and
« how the railroad obtained its property rights.

The proposed settlement will also provide the Camgpand its subsidiaries with a permanent telecomaations easement, which
gives them certain rights over the railroad righivay.

It is still too early for the Company to reach aclision as to the ultimate outcome of the propasgtiement of these actions.
However, management believes that the Companytsisdibsidiaries have substantial defenses to #imglasserted in all of these actions
(and any similar claims which may be named in tharg), and intends to defend them vigorouslysatisfactory form of settlement is not
ultimately approved. Additionally, management bedig that any resulting liabilities for these actiobeyond amounts reserved, will not
materially affect the Company’s financial conditionfuture results of operations, but could affettire cash flows.
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In February 2009, Level 3 Communications, Inc.taiarof its current officers and a former officeen® named as defendants in
purported class action lawsuits filed in the Unigdtes District Court for the District of Coloradehich have been consolidatediase
Level 3 Communications, Inc. Securities Litigati@ivil Case No. 0-cv-00200-PAB-CBS)The Plaintiffs in each complaint allege, in
general, that throughout the purported class pespeetified in the complaint that the defendantedsio disclose material adverse facts about
the Company's integration activities, businessaatations. The complaints seek damages basedrparfad violations of Section 10(b) of
the Securities Exchange Act of 1934, SecuritiesExaxhange Commission Rule 10b-5 promulgated thelemuand Section 20(a) of the
Securities Exchange Act of 1934. On May 4, 2008,Glourt appointed a lead plaintiff in the case.

It is too early for the Company to reach a condnss to the ultimate outcome of these actions. d¥ew management believes that
the Company has substantial defenses to the cisseted in all of these actions (and any simi&ms which may be named in the future),
and intends to defend these actions vigorously.

During March 2009, Level 3 Communications, Inc.aasominal defendant, its directors and certaiitsafurrent officers and a
former officer were named as defendants in purpasteckholder derivative actions in the Districtu@o Broomfield County, Colorado, whi
have been consolidated lasre Level 3 Communications, Inc. Derivative Latiign (Lead Case No. 2009CV59)he Plaintiffs allege that
during the period specified in the complaints taeed defendants failed to disclose material advarte about the Company's integration
activities, business and operations. The complaietk damages on behalf of the Company based ponpen breaches of fiduciary duties
disseminating false and misleading statements aitidg to maintain internal controls; unjust enroént; abuse of control; gross
mismanagement; waste of corporate assets; andregfiect to certain defendants, breach of fidudaities in connection with the resignai
of Kevin O’Hara.

It is too early for the Company to reach a condunss to the ultimate outcome of these derivatotmas. However, management
believes that the complaints have numerous defi@snncluding that each plaintiff failed to makdemand on the Company’s Board of
Directors before filing the suit.

In March 2009, late April 2009 and early May 2008yel 3 Communications, Inc., the Level 3 Commuti@es, Inc. 401(k) Plan
Committee and certain current and former officerd directors of Level 3 Communications, Inc. weaened as defendants in purported class
action lawsuits filed in the U.S. District Courtfime District of Colorado iWalter v. Level 3 Communications, Inc., et., &agres v. Level 3
Communications, Inc., et. @ndFragale v. Level 3 Communications, Inc., et. alhe complaints allege breaches of fiduciary aheiodutie:
under the Employee Retirement Income Security AeR(SA”) with respect to investments in the Compamngommon stock held in
individual participant accounts in the Level 3 Coamitations, Inc. 401(k) Plan. The complaints cl#ivat those investments were imprudent
for reasons that are similar to those alleged énsticurities and derivative actions described above

It is too early for the Company to reach a concdnsis to the ultimate outcome of these ERISA astiblowever, management
believes that the Company has substantial deféaagbe claims asserted in all of these actions @amdsimilar claims which may be namec
the future), and intends to defend these actiogarously.

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

Letters of Credi

It is customary in Level 3's industries to use was financial instruments in the normal courseusibess. These instruments include
letters of credit. Letters of credit are conditiboammitments issued on behalf of Level 3 in aceok with specified terms and conditions.
As of March 31, 2009 and December 31, 2008, Leve@outstanding letters of credit of approxima&3® million, which are collateralized
by cash, which is reflected on the consolidatedrze sheets as restricted cash.
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(14) Condensed Consolidating Financial Information
Level 3 Financing, Inc. (Level 3 Financing), a wia@wned subsidiary of the Company, has issuedsertes as described below:

* In October 2003, Level 3 Financing issued $500iamlbf 10.75% Senior Notes due 2011. The 10.75%d8&otes were
registered with the Securities and Exchange Coniomiss 2005. The Company repurchased $497 milliothe 10.75% notes
2006.

* In March 2006, Level 3 Financing issued $150 millaf Floating Rate Senior Notes due 2011 and $28®mof 12.25%
Senior Notes due 2013. The Company repurchasedrfilédn of the Floating Rate Senior Notes due 2@12007.

* In April 2006, Level 3 Financing issued an addiib$300 million of 12.25% Senior Notes due 2013.

* In October 2006, Level 3 Financing issued $600iamibf 9.25% Senior Notes due 2014 and in Decerfbe6 issued an
additional $650 million of 9.25% Senior Notes dd 2.

* In February 2007, Level 3 Financing issued $700ionilof 8.75% Senior Notes due 2017 and $300 nmilbd Floating Rate
Senior Notes due 2015.

The notes discussed above are unsecured obligatidrevel 3 Financing; however, they are also jgiaind severally and fully and
unconditionally guaranteed on an unsecured seaisislby Level 3 Communications, Inc. and Level 3nBwunications, LLC.

In addition, Level 3 Financing’s 12.25% Senior Notiele 2013, Floating Rate Senior Notes due 201D &% Senior Notes due
2014 are jointly and severally and fully and undtodally guaranteed by Broadwing Financial Sersidac., a wholly owned subsidiary of
Level 3 Communications, Inc. As a result of thimgntee, the Company has included Broadwing FiaaBarvices, Inc. in the condensed
consolidating financial information.

In conjunction with the registration of the 10.73%nior Notes, Floating Rate Senior Notes due 20225% Senior Notes due 20
9.25% Senior Notes due 2014, 8.75% Senior Note2@WLié and Floating Rate Senior Notes due 2015dbenapanying condensed
consolidating financial information has been pregaaind presented pursuant to SEC Regulation S-& RaD “Financial statements of
guarantors and affiliates whose securities coliditez an issue registered or being registered.”dferating activities of the separate legal
entities included in the Company'’s consolidatedricial statements are interdependent. The accormgaogndensed consolidating financial
information presents the results of operationgrfaial position and cash flows of each legal eratitg, on an aggregate basis, the other non-
guarantor subsidiaries based on amounts incurretitly entities, and are not intended to presentbeating results of those legal entities
a stand-alone basis.

Level 3 Communications, LLC leases equipment amthicefacilities from other wholly owned subsidisiof Level 3
Communications, Inc. These transactions are elitathia the consolidated results of the Company.
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Revenue
Costs and Expense
Cost of Revenu
Depreciation and
Amortization
Selling, General and
Administrative
Restructuring Charges
Total Costs and Expens
Operating Income (Loss)
Other Income (Expense
Interest Incom:
Interest Expens
Interest Income (Expense)
Affiliates, net
Equity in Net Earnings
(Losses) of Subsidiarie
Other, net
Other Income (Expense
Income (Loss) Before Income
Taxes
Income Tax Benefit (Expens:
Net Income (Loss

Condensed Consolidating Statements of Operations

For the three months ended March 31, 2009

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Financing, Communications, Services, Other

Inc. LLC Inc. Subsidiaries Eliminations Total

(dollars in millions)
$ — 3 — 3 39¢ $ — 3 64 $ (620 $ 98C
— — 187 — 27¢ (59 407
— — 101 — 121 — 222
— — 281 60 ()  33¢
— — 1 — — — 1
— — 57C — 46C (62) 96¢&
— — (171 — 18 — 12
— — 1 — — — 1
(59) (88) D — @) — (149
207 30C (504) — ©) — —
(284) (49€) 111 — — 66< —
— — 1 — 1 — 2
(132) (284) (392) — (4) 66¢ (14%)
(132) (284) (56%) — 17¢ 66  (131)
— — — — @) — @
$ (132 $ (289 $ (563 $ — 3 17¢ $ 66 $ (132
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Condensed Consolidating Statements of Operations
For the three months ended March 31, 2008

(unaudited)
Broadwing
Level 3 Level 3 Level 3 Financial
Communications, Financing, Communications, Services, Other
Inc. Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ — $ — $ 413 $ — $ 73C $ GHs$ 1,09
Costs and Expense
Cost of Revenu — — 16¢ — 354 (48) 47¢E
Depreciation and
Amortization — — 90 — 15C — 24(
Selling, General and
Administrative 1 — 347 77 3 422
Restructuring Charges — — 7 — — — 7
Total Costs and
Expense! 1 — 61 — 581 (51) 1,144
Operating Income (LosS) (1) — (200 — 14¢ — (52
Other Income (Expense
Interest Incom: 4 — 2 — 6

Interest Expens (49 (93 — — 2 — (1449
Interest Income

(Expense) Affiliates

net 20z 272 (489 — 13 — —
Equity in Net Earning

(Losses) of

Subsidiaries (340 (520) 11z — — 747 —
Other, net (3) — 2 — 4 — 3
Other Income
(Expense (189 (340 (370 — 17 747 (135)
Income (Loss) Before
Income Taxe: (190 (340 (570 — 16€ 747 (187)
Income Tax Benefit
(Expense — — (@) — ) — (©)
Net Income (Loss $ (190 $ (340) $ 570 % — $ 164 $ 747 $ (190

Financial statements for the three months endeaMat, 2008 have been adjusted for the retrospeafplication of FSP APB 14-1 (see
Notes 1 and 9).
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Condensed Consolidating Balance Sheets
March 31, 2009

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Financing, Communications, Services, Other
Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Assets
Current Assets
Cash and cash
equivalents $ 67 $ 8 % 47¢ $ — 124 $ — 672
Restricted cash and
securities — — 1 — 2 — 3
Receivables, ne¢ — — 60 — 341 — 401
Due from (to) affiliate 11,33 9,50¢ (22,839 17 1,98¢ — —
Other 5 9 50 — 32 — 96
Total Current Assets 11,40: 9,52: (22,255 17 2,48¢ — 1,172
Property, Plant and
Equipment, ne — — 3,10z — 2,91( — 6,012
Restricted Cash and
Securities 18 — 26 — 84 — 12¢
Goodwill and Other
Intangibles, ne — — 52¢€ — 1,44( — 1,96¢
Investment in
Subsidiaries (8,370 (13,564 3,43: — — 18,50: —
Other Assets 6 73 14 — 17 — 11C
Total Assets $ 3,051 $ (3,968 % (15,159 $ 17 6,93t $ 18,50: 9,38¢
Liabilities and
Stockholders’ Equity
(Deficit)
Current Liabilities:
Accounts payabl $ 1% — $ 16¢ $ — 187 $ — 357
Current portion of
long-term debt 49¢€ — 1 1 2 — 50C
Accrued payroll and
employee benefit — — 49 — 3 — 52
Accrued interes 45 77 — — 1 — 12¢
Current portion of
deferred revenu — — 101 — 68 — 16¢
Other — 1 57 — 38 — 96
Total Current Liabilities 542 78 377 1 29¢ — 1,297
Long-Term Debt, less
current portior 1,61¢ 4,21¢ 6 19 73 — 5,93:
Deferred Revenue, less
current portior — — 61€ — 83 — 69¢
Other Liabilities 41 11z 137 — 314 — 604
Stockholders’ Equity
(Deficit) 85& (8,379 (16,290 (3) 6,16¢€ 18,50: 85E
Total Liabilities and
Stockholders’ Equity
(Deficit) 3,051 $ (3,969 % (15,159 $ 17 $ 6,93t $ 18,50. $ 9,38¢
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Condensed Consolidating Balance Sheets
December 31, 2008

Broadwing
Level 3 Level 3 Level 3 Financial
Communications, Financing, Communications, Services, Other
Inc. Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Assets
Current Assets
Cash and cash
equivalents $ 67 $ 10 $ 55¢ $ — % 13€ $ — $ 76¢
Restricted cash and
securities — — 1 — 2 — 3
Receivables, ne¢ — — 73 — 317 — 39C
Due from (to) affiliate 11,14¢ 9,30¢ (22,127 17 1,651 — —
Other 4 9 36 — 32 — 81
Total Current Assets 11,21¢ 9,32¢ (21,457 17 2,13¢ — 1,24z
Property, Plant and
Equipment, ne — — 3,15( — 3,00¢ — 6,15¢
Restricted Cash and
Securities 18 — 25 — 84 — 127
Goodwill and Other
Intangibles, ne — — 54C — 1,451 — 1,991
Investment in
Subsidiaries (8,047) (13,042 3,48¢ — — 17,60( —
Other Assets 9 76 15 — 15 — 11E
Total Assets $ 32008 (36408 (14,249 $ 17 $ 6,697 $ 17,60 $ 9,63¢
Liabilities and
Stockholders’ Equity
(Deficit)
Current Liabilities:
Accounts payabl $ 3% — $ 147 $ — % 21t $ — $ 36E
Current portion of
long-term debt 181 — 1 1 3 — 18€
Accrued payroll and
employee benefit — — 97 — 8 — 10%
Accrued interes 24 93 — — — — 117
Current portion of
deferred revenu — — 96 — 72 — 16¢
Other — 1 59 — 51 — 111
Total Current Liabilities 20¢ 94 40C 1 34¢ — 1,052
Long-Term Debt, less
current portior 1,93( 4,21¢ 7 19 73 — 6,24%
Deferred Revenue, less
current portior — — 63C — 89 — 71¢
Other Liabilities 44 97 284 — 17z — 597
Stockholders’ Equity
(Deficit) 1,021 (8,047 (15,569) (3) 6,014 17,60( 1,021
Total Liabilities and
Stockholders’ Equity
(Deficit) 320 $ (36408 (14,249 $ 17 $ 6,697 $ 17,60 $ 9,63¢

Financial statements as of December 31, 2008 hewe adjusted for the retrospective application®® RAPB 14-1

(see Notes 1 and 9).
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Condensed Consolidating Statements of Cash Flows

For the three months ended March 31, 2009

Net Cash Provided k
(Used in) Operating
Activities

Cash Flows from
Investing Activities:
Capital expenditure
Increase in restricted

cash and securities,
net

Net Cash Used i
Investing Activities
Cash Flows from
Financing Activities
Long-term debt
borrowings, net of
issuance cos!
Payments on and
repurchases of long-
term debt
Increase (decrease)
due from affiliates,
net

Net Cash Provided
(Used in) Financing
Activities

Effect of Exchange Ratt
on Cash and Cash
Equivalents

Net Change in Cash ai
Cash Equivalent

Cash and Cash
Equivalents at
Beginning of Perio(

Cash and Cash
Equivalents at End of
Period

(unaudited)
Broadwing
Level 3 Level 3 Level 3 Financial
Communications, Financing, Communications, Services, Other
Inc. Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
(25 $ (201 $ (52 $ — $ 174 $ — (4)
— — (32) — 47 — (78)
— — — — & — @
— — (32) — (48) — (79
@ — — — — — @
(6) — — — 1) — (7
33 99 1 — (132) — —
25 99 1 — (134 — (9)
— — — — @) — @)
— @) (82 — (12 — (96)
67 10 55E — 13€ — 76€&
67 $ 8 $ 47 $ — $ 124 $ — 672
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Net Cash Provided k
(Used in) Operating
Activities
Cash Flows from
Investing Activities:
Capital expenditure
Decrease in restricted
cash and securities,
net

Proceeds from sale ¢
property, plant and
equipment and oth
asset:
Net Cash Used i
Investing Activities
Cash Flows from
Financing Activities
Payments on longerm
debt

Increase (decrease)
due from affiliates,
net

Net Cash Provided
(Used in) Financing
Activities

Effect of Exchange Ratt
on Cash and Cash
Equivalents

Net Change in Cash ai
Cash Equivalent

Cash and Cash
Equivalents at
Beginning of Perio(

Cash and Cash
Equivalents at End of
Period

Communications,

Level 3
Financing,

Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2008
(unaudited)

Level 3
Communications,

LLC oA AN Subsidiaries Total
@BN$ (109 $ (126) $ 224 $ $ (47)
— — (29 (84) (119
— — 2 2 —
_ — 1 1 2
— — (26) (85) (111)
(26) — — — (26)
63 10¢€ (21) (150 —
37 10¢€ (22) (150) (26)
_ _ 2 1 3
— — (171) (10) (181)
— 27 58¢ 99 714
— 27 417 $ 89 $ $ 532
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(15) Subsequent Event

On April 16, 2009, Level 3 Financing amended argfated its existing senior secured credit fac#lityas to increase the borrowings
through the creation of a $220 million Tranche Briftd.oan that matures on March 13, 2014 and hastaneist rate of LIBOR plus 8.50%
annum, with LIBOR set at a minimum of 3.00%. Thémreceeds of the Tranche B Term Loan were apprataty $214 million after
deducting a 1% original issue discount and an edéch$4 million of debt issuance costs.

Level 3 Financing’s obligations under the Tranch&Bm Loan are, subject to certain exceptions,reechy certain of the assets of
(i) the Company and (ii) certain of the Company'aterial domestic subsidiaries which are engagélderielecommunications business and
which were able to grant a lien on their assethauit regulatory approval. The Company and certhitssubsidiaries have also guaranteed
the obligations of Level 3 Financing under the TtanB Term Loan.

No changes were made to any of the restrictive mawes or events of default contained in the exgssienior secured credit facility.

On May 4, 2009, Level 3 Financing received committa¢o further increase borrowings under the Trari@ferm loan by $60
million. All of the terms and conditions of the Tiche B Term Loan will remain the same.

Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

The following discussion should be read in conjiorctvith the Level 3 Communications, Inc. and itbsidiaries (“Level 3” or the
“Company”) consolidated financial statements (idahg the notes thereto), included elsewhere heneththe Form 10-K for the year ended
December 31, 2008 filed with the Securities andHange Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as
assumptions made by and information currently abégl to the Company. When used in this documeatwibrds “anticipate”, “believe”,
“plan”, “estimate” and “expect” and similar exprasss, as they relate to the Company or its managgraee intended to identify forward-
looking statements. Such statements reflect theewtiviews of the Company with respect to futurergs and are subject to certain risks,
uncertainties and assumptions. Should one or nfatese risks or uncertainties materialize, or sthomderlying assumptions prove
incorrect, actual results may vary materially frimase described in this document. For a more @etaiéscription of these risks and factors,
please see the Company’s Form 10-K for the yeagagiecember 31, 2008 filed with the Securities Brechange Commission and Item 1A
in this Form 10-Q.

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

Communications Business

The Company is a facilities based provider of abdrmange of communications services. Revenue fonognications services is
recognized on a monthly basis as these servicggaveled. For contracts involving private line,weéengths and dark fiber services, Level 3
may receive up-front payments for services to bweled for a period of generally up to 20 yearstHese situations, Level 3 defers the
revenue and amortizes it on a straight-line baseatnings over the term of the contract.

Communications revenue consists of:
. Core Communications Services
. Other Communications Services

The two categories of Communications revenue adiff@rent phases of the service life cycle, reigidifferent levels of
investment and focus, and providing different cimotiions to the Company’s Communications AdjustBITDA. Management of Level 3
believes that growth in revenue from its Core Comitations Services is critical to the long-termcss of its communications business. At
the same time, the Company believes it must coatiaweffectively manage the positive cash flowsrfiits Other Communications Services.
Core Communications Services includes revenue Come Network Services and Wholesale Voice ServiCese Network Services revenue
represents higher margin services and WholesaleeV@ervices represents lower margin services. Tmep@ny believes that trends in the
communications business are best gauged by lo@kingvenue trends in Core Network Services. The izomy manages Wholesale Voice
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performance based on gross margin contributione G@twork Services includes revenue from transgdtinfrastructure, IP and data
services, including content delivery network seegidocal and enterprise voice services and Le¥gh& broadcast services. Wholesale
Voice Services includes revenue from long distaraiee services, including domestic voice terminatiaternational voice termination and
toll free services. Other Communications Servioetuides revenue from managed modem and its relatfogfocal compensation services
SBC Contract Services, which includes revenue filoeri'SBC Master Services Agreement”, which was iolet&in the December 2005
acquisition of WilTel Communications Group, LLC (‘iWWel”).

Core Communications Services

The Companys transport and infrastructure services includerapelitan and intercity wavelengths, private lieéhernet private lin
dark fiber, colocation services, professional sssiand transoceanic services. Growth in trangmarinfrastructure revenue is largely
dependent on increased demand for bandwidth sergité available capital of companies requiring comications capacity for their own
use or in providing capacity as a service provideheir customers. These expenditures may beeifiottm of monthly payments or up-front
payments for private line, wavelength or dark fibervices. The Company is focused on providingtergiRd transport services to its
customers to directly connect customer locatiorth wiprivate network. Pricing for end-to-end metiitan transport services have been
relatively stable. For intercity transport servicd® Company continues to experience pricing pires®r point-topoint locations, particular
in locations where a large number of carrierdamate their facilities. An increase in demand rhaypartially offset by declines in unit pricit

IP and data services primarily include the Compsaimgh speed Internet access service, dedicatethé&itaccess (“DIA”) service,
ATM and frame relay services, IP and ethernet airprivate network (“VPN”) services, and contenlivkry network (“CDN”) services,
which includes streaming services. Level 3's Ing¢@ccess service is a high quality and high-sptednet access service offered in a variety
of capacities. The Company’s VPN services permsifesses of any size to replace multiple netwoiikls avsingle, cost-effective solution
that greatly simplifies the converged transmissibwoice, video, and data. This convergence tamglsiplatform can be obtained without
sacrificing the quality of service or security l&vef traditional ATM and frame relay offerings. MPservices also permit customers to
prioritize network application traffic so that highiority applications, such as voice and videe, mot compromised in performance by the
flow of low priority applications such as email. &P market is generally characterized by price m@ssion and high unit growth rates
depending upon the type of service. The Companyekpsrienced price compression in the high-speethtPexpects that pricing for its high-
speed IP services will continue to decline in 2009.

The Company believes that one of the largest sewtuture incremental demand for the Company’seG@ommunications
Services will be from customers that are seekindjstribute their feature rich content or video othe Internet. Revenue growth in this area
is dependent on the continued increase in usapethyenterprises and consumers and the pricingamient. An increase in the reliability
and security of information transmitted over theetnet and declines in the cost to transmit dat@ hesulted in increased utilization of e-
commerce or web based services by businesses.

The Company’s Core Network Services also includalland enterprise voice services. Local voiceisesvare primarily
components that enable other service providersligat business or consumer-ready voice productiseio end customers. Enterprise voice
services are business-grade voice services th@dhgany sells directly to its business customers.

The Company, through its Level 3 Vyvx businessyjates transport services for the audio and videgm@mming of its customers
over the Company’s fiber-optic network and via Bisge It uses the Company’s fiber-optic networkciarry live traditional broadcast and
cable television events from the site of the everthe network control centers of the broadcasiétke event.

For live events where the location is not knowdivance, such as breaking news stories in remodtidns, the Company provides
an integrated satellite and fiber-optic networkdshservice to transmit the content to its customdost of Level 3 Vyvx’s customers for
these services contract for the service on an dweetvent basis; however, there are some custowtezshave purchased a dedicated point-to-
point service which enables these customers taimarprogramming at any time.

On June 5, 2008, Level 3 completed the sale dfyitsx advertising distribution business to DG Fasa@hel, Inc. and received gross
proceeds at closing of approximately $129 milliorcash. Level 3 has retained ownership of Vyvxiedwoadcast business, including the
Vyvx Services Broadcast Business’ content distidrutapabilities. The financial results of
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the Vyvx advertising distribution business are uiggld in the Company’s consolidated results of darathrough the date of sale on June 5,
2008.

Prior to the sale of the Vyvx advertising distriloat business, Level 3 Vyvx distributed advertisgppts to radio and television
stations throughout the U.S., both electronicatig & physical form. Customers for these servidédized a network-based method for
aggregating, managing, storing and distributing@oanfor content owners and rights holders.

The Company has developed content distributionieesthrough the acquisition of the Content DelMdetwork services business
(“CDN Business™)of SAVVIS, which it purchased in January 2007 fr8AVVIS, and the acquisition of Dublin, Ireland bds®ervecast Ltd
which it purchased in July 2007. The Company belethat the addition of the CDN Business withftitsrgy, broad portfolio of patents will
help the Company secure its commercial efforthéntteavily patented CDN market, in which a numbeompetitors have significant,
patented intellectual property. Level 3 believest tine of the largest sources of future incremetgadand for communications services will
be derived from customers that are seeking toibliger their feature rich content or video over limernet.

The Company offers Wholesale Voice Services thgetdarge and existing markets. The revenue pialdot Wholesale Voice
Services is large; however, the pricing and margnesexpected to continue to decline over time r@salt of the new low-cost IP and optical-
based technologies. In addition, the market for 1&%eale Voice Services is being targeted by manypatitors, several of which are larger
and have more financial resources than the Company.

Core Communications Services Market Groups

In order to serve the changing needs of customegsawing markets and to drive growth across thex@anications organization,
Core Communications Services revenue by custonasdisdisaggregated into four customer-facing nmagkaups as follows:

The Wholesale Markets Group services the commuaoitaheeds of the largest national and global sermproviders, including
carriers, cable companies, wireless companiese\s®evice providers, systems integrators and therék government. These
customers typically integrate Level 3 services ihiir own products and services to offer to tleeid user customers.

»  The Business Markets Group targets enterprise gus®and regional carriers who value a local, psitmal sales force.
Specific customer markets include medium and laigenesses, local and regional carriers, statdcaadl government entities,
and higher education institutions and consortia.

e The Content Markets Group focuses on serving maaiacontent companies with large and growing badtthwieeds.
Customers in this market include video distributtmmpanies, providers of gaming, mega-portalsyso# service providers,
social networking providers, as well as more tiaddl media distribution companies such as brodadcassatellite companies,
television networks and sports leagues.

*  The European Markets Group serves large Europeaasuaters of bandwidth, including the largest Europsad international
carriers, large system integrators, voice serviogigers, cable operators, Internet service pragideontent providers, and
government and education sectors.

The Company believes that the alignment of Core @anications Services around customer markets stadiol it to drive growth
while enabling it to better focus on the needg¢tustomers. Each of these groups is supportelgtigated employees in sales and
marketing. Each of these groups is also supporetbh-dedicated, centralized service or productagament and development, corporate
marketing, global network services, engineerinfgrimation technology, and corporate functions idalg legal, finance, strategy and human
resources.
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Core Communications Services revenue by custonoamefanarket group was as follows (in millions):

Three Months Ended
March 31, 2009 March 31, 2008

Wholesale Markets Grot $ 515 $ 541
Business Markets Grot 22¢ 24C
Content Markets Grou 85 10C
European Markets Group 78 77

Total Core Communications Service: $ 89¢ $ 95¢

The classification of customers within each custefaeing market group can change based upon salesassignments, merger a
acquisition activity by customers and other factors

Other Communications Services

The Company’s Other Communications Services aremaaervices that are not critical areas of emgHasithe Company. Other
Communications Services includes revenue from mathagodem and its related reciprocal compensatiosces and SBC Contract Servic
which includes revenue derived under the SBC Md&&tevices Agreement that was obtained in the Widibgluisition. The Company and its
customers continue to see consumers migrate freromdand dial-up services to higher speed broadilsanvices as the narrow band market
matures. As a result of the continued migratiompaiom dial-up services, managed modem revenuéddao $18 million in the three
months ended March 31, 2009 compared to $31 miitidhe three months ended March 31, 2008. Manaystkem revenue approximated
$103 million in 2008 and $158 million in 2007.

The Company receives compensation from other camiben it terminates traffic originating on thaseriers’ networks. This
reciprocal compensation is based on interconneetipaements with the respective carriers or rassdated by the FCC. The Company has
interconnection agreements in place for the mgjafitraffic subject to reciprocal compensationabidition, a majority of the Company’s
existing reciprocal compensation revenue is astatiaith agreements that are in effect through 2808yond. The Company continues to
negotiate new interconnection agreements or amemgrie its existing interconnection agreements Vitial carriers as needed. The
Company earns the majority of its reciprocal congagion revenue from providing managed modem sesvibliee Company also receives
reciprocal compensation from its voice servicescviis reported within Core Network Services revenu
Communications Business Strategy and Objectives

The Company’s management continues to review #@tiag lines of business and service offeringsdtednine how those lines of
business and service offerings enhance the Compéogtis on delivery of communications services rmeeting its financial objectives. To
the extent that certain lines of business, busigessps or service offerings are not considerdaetcompatible with the delivery of the
Company'’s services or with meeting its financigjeakives, Level 3 may exit those lines of businarsstop offering those services.

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

e increasing sales;

e improving the customer experience to increase austagetention and reducing customer churn;

» achieving sustainable generation of positive clmhs from operations in excess of capital expemdgy

* reducing network costs and operating expenses;

» growing Core Communications Services revenue, @daily Core Network Services revenue;

e continuing to show improvements in Adjusted EBITR#a percentage of revenue;
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* leveraging its existing network assets to expandddressable market;
» localizing certain decision making and interactiath its mid-market enterprise customers;
e completing the integration of acquired businesses;
* growing its content delivery network services;
e continuing to implement its metro network strategy;
* managing cash flows provided by its Other Commuiioa Services; and

« refinancing its future debt maturities.

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

The Company strategically expanded its presenogetnopolitan markets and began offering servicemnterprise customers throu
its Business Markets Group. This strategy allovwed@ompany to terminate traffic over its owned|faes rather than paying third parties to
terminate the traffic. The expansion into new metiarkets also provided additional opportunitieset services to bandwidth intensive
businesses on the Company’s national and intemedtitetworks. In order to expedite the expansiomsahetro business, Level 3 acquired
Progress Telecom, ICG Communications, TelCove aaking Glass in 2006 and Broadwing in 2007. Levalsd strategically expanded its
content delivery network services with the acqigei of the CDN Business and Servecast in 2007 r@$dts of operations attributable to
each acquisition are included in the consolidaieaiicial statements from the date of acquisition.

Level 3 will continue to evaluate acquisition opomities and could make additional acquisitionthia future.

The successful integration of acquired businesgedievel 3 is important to the success of Levélte Company must continue to
identify synergies and integrate acquired netwairks support organizations, while maintaining the&ise quality levels expected by
customers to realize the anticipated benefits e$éhacquisitions. Successful integration of thegeiged businesses continues to depend on
the Company’s ability to manage these operaticgadjze opportunities for revenue growth presentedttengthened service offerings and
expanded geographic market coverage, and to elimmnedundant and excess costs to fully realizexipected synergies. If the Company is
not able to efficiently and effectively continueitdegrate the acquired businesses or operatibeas;ompany may experience material
negative consequences to its business, finanamliton or results of operations.

The Company has taken steps to improve its exigtingesses and systems to reduce service actiaties and improve its service
management. The Company continues to realize ingonewts in its service management and believesiimhplemented sufficient
improvements in service activation capabilitiesnatch installation capacity to customer demandéovices.

The Company has ongoing process and system devetdpmork that is being implemented as part of tiegration efforts that ha
and are expected to further improve service adtivand service management systems and procedsssduty acquired companies as well
as provide significant overall improvements to epiens. The Company completed the foundation gfieeesses and systems development
objectives at the end of 2008 and is now focusedpamational efficiency improvements.

Recent changes in the economic environment andtamnaty in the global financial markets have regqdithe Company to manage
cost structure and operating expenses carefullt@odncentrate its capital expenditures on theskrtologies and assets that enable the
Company to further develop its Core Communicati®asvices. In addition, the Company’s operatingltesand financial condition could be
negatively affected if as a result of economic dtowis:

e customers defer or forgo purchases of the Compayidces;

* customers are unable to make timely payments t€tdmpany;
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» the demand for, and prices of, the Company’s sesvice reduced as a result of actions by the Coytgpepmpetitors or
otherwise;

»  key suppliers upon which the Company relies ardlen@ provide the Company with the materials gagefor its network on a
timely basis; or

» the Company’s financial counterparties, insurarmoeigers or other contractual counterparties ahieto, or do not meet,
their contractual commitments to the Company.

In addition to the operational objectives mentioabdve, the Company has also been focused on immgrds liquidity, financial
condition, and extending the maturity dates ofaiartiebt.

On April 16, 2009, Level 3 Financing, Inc., a wiyotiwned subsidiary of the Company, amended andtegbtts existing senior
secured credit facility so as to increase the laimgs through the creation of a $220 million Tram& Term Loan that matures on March 13,
2014. The net proceeds of the Tranche B Term Lpanoximated $214 million after deducting a 1% araiissue discount and an estimated
$2 million of debt issuance costs.

On May 4, 2009, Level 3 Financing, Inc. receivechoatments to further increase borrowings underTitaiche B Term loan by $¢
million. All of the terms and conditions of the Tighe B Term Loan will remain the same.

In December 2008, the Company completed tendersofite and repurchased $163 million in the aggregdaits 2.875% Convertib
Senior Notes due 2010, $173 million of its 6% Catilse Subordinated Notes due 2010 and $124 milibits 6% Convertible Subordinated
Notes due 2009. In connection with the completibthe tender offers, the Company issued $400 milliggregate principal amount of
15% Convertible Senior Notes due 2013.

In October 2008, the Company completed exchanggshaeiders of various issues of its convertibletdelwhich the Company
issued approximately 48 million shares of the Comyfcommon stock in exchange for $18 million of # €onvertible Subordinated No
due 2009, $47 million of its 10% Convertible Serimtes due 2011, $19 million of its 2.875% Cony#etiSenior Notes due 2010,
$15 million of its 5.25% Convertible Senior Notaged?011 and $9 million of its 3.5% Convertible Semlotes due 2012.

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

Coal Mining

Level 3, through its two 50% owned joint-venturefaoe mines, one each in Montana and Wyoming, sel$ primarily through
long-term contracts with public utilities. The lotgrm contracts for the delivery of coal estabtish price, volume, and quality requirements
of the coal to be delivered. Revenue under thedetrer contracts is generally recognized when isosthipped to the customer.

Critical Accounting Policies

Except for the adoption of FSP APB 14-1, the sigaiit accounting policies set forth in Note 1 te tonsolidated financial
statements in the Company’s FormHK@er the year ended December 31, 2008 appropyigiesent, in all material respects, the curreatus
of the Company'’s critical accounting policies, and incorporated herein by reference.

Recently Issued Accounting Pronouncements

On May 9, 2008, the FASB issued FSP APB114vhich requires issuers of a certain type of estilble debt to separately account
the debt and equity components of the convertibla th a way that reflects the issuer’s borrowiatg rat the date of issuance for similar debt
instruments without the conversion feature. FSP ARR applies to certain of the Company’s convétitebt. FSP APB 14-1 was effective
for the Company beginning on January 1, 2009 ascban applied retrospectively to all periods preskin the Company’s consolidated
financial statements. Although the adoption of RFB 14-1 does not impact the Company’s actual pagiture cash flows, the Company
expects to incur additional non-cash interest egpeari approximately $43 million for the year endmtember 31, 2009, $49 million for the
year ended December 31, 2010, $55 million for ta&ryended December 31, 2011 and $10 million foyéze ended December 31, 2(
notwithstanding any debt repurchases, modificatiergnguishments or conversion of its convertiddt subject to FSP APB 14-1 prior to
maturity. See Notes 1 and 9 of the Notes to Codatdd Financial Statements for more details.
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Results of Operations for the Three Months Ended Mech 31 , 2009 and 2008 :

Three Months Ended

March 31, March 31, Change
(dollars in millions) 2009 2008 %
Revenue
Communication: $ 962z $ 1,06¢ (10)%
Coal Mining 18 26 (B1)%
Total revenue 98C 1,09z (10)%
Costs and Expenses (exclusive of depreciation arattezation shown separately
below):
Cost of Revenu
Communication: 39C 45¢ (15)%
Coal Mining 17 16 6%
Total Cost of Revenue 407 47E (14)%
Depreciation and Amortizatic 222 24C (8)%
Selling, General and Administrati 33¢ 422 (20)%
Restructuring Charges 1 7 (86)%
Total Costs and Expenses 96¢ 1,144 (15)%
Operating Income (Los! 12 (52 —%
Other Income (Expense
Interest incomi 1 6 (83)%
Interest expens (14¢) (1449 (1)%
Other, net 2 3 (33)%
Total Other Income (Expense) (149) (13%) (6)%
Loss Before Income Taxt (137) (187) 30%
Income Tax Expense (1) (3) 67%
Net Loss $ (132) $ (190 31%

Communicationsrevenue consists of:

1) Core Communications Services, which includessQtetwork Services and Wholesale Voice Services;

»  Core Network Services includes revenue from trarisppad infrastructure, IP and data services, lacal enterprise voice
services and Level 3 Vyvx broadcast services.

*  Wholesale Voice Services includes revenue from lisgance voice services, including domestic végcemination,
international voice termination and toll free sees.

2) Other Communications Services includes revenue framaged modem and its related reciprocal compenssdrvices and
SBC Contract Services.
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Communications revenue attributable to each ofetlsesvices is as follows (in millions):

Three Months Ended

March 31,
2009 2008

Communications Service

Core Network Services Reven $ 72¢€ % 774

Wholesale Voice Services Revenue 17C 184
Total Core Communications Services Revenue 89¢ 95¢
Other Communications Revenue 63 10¢€
Total Communications Revenue $ 962 $ 1,06¢

Comparisons of the Three Months Ended March 31, 2009 to the Three Months Ended March 31, 2008

Communications Revenualecreased 10% in the first quarter of 2009 comptrélde first quarter of 2008. Contributing to this
decrease in Communications revenue was a decre&s®é Communications Services revenue, which deddudeclines in the Company’s
Core Network Services and Wholesale Voice Serviegsnue and is generally the result of macroecon@omnditions driving increasing
customer turnover in the Company’s business, udagknes, and customers delaying network investmperthases or optimizing their own
networks for communications services.

The Company experienced declines within Core Netv@arvices in the first quarter of 2009 compareth#ofirst quarter of 2008,
including transport, Vyvx broadcast services, logzite and enterprise voice services. The declieasansport revenue is primarily the result
of macroeconomic conditions causing customers tionige their own networks as opposed to utilizihg Company’s network and delays in
customer sales cycles. The decrease in Vyvx breadeavices is primarily the result of macroecormotinditions causing lower usage as
customers generally cut back on the number of lmastthg events they covered. The decrease inVoied and enterprise voice services is
primarily the result of macroeconomic conditionssiag lower voice usage. In addition, revenuesaatad with the Vyvx advertising
distribution business declined in the first quade2009 compared to the first quarter of 2008 rasune 5, 2008, the Company completed the
sale of the Vyvx advertising distribution businessl therefore did not record any Vyvx advertisiigjribution revenue subsequent to the «
of sale. Revenue attributable to the Vyvx advargdiistribution business was $9 million in thetfiysiarter of 2008. Partially offsetting the
decreases in transport, Vyvx broadcast servicegx dgvertising distribution, local voice and entégp voice revenue were increases in
infrastructure and colocation revenue in the fipsarter of 2009 compared to the first quarter @f&0he Company continues to experience
strong demand for infrastructure services for camplationwide solutions and colocation capacitiamge markets.

The decrease in Wholesale Voice Services revenpinigrily attributable to a decrease in domestid mternational voice
termination services, which was caused by priciegides and lower usage. Partially offsetting teerdase in domestic and international
voice termination revenue was an increase in te# fevenue due to higher traffic attributabledoferencing provider customers. The
Company continues to concentrate its sales effort®aintaining incremental gross margins in the 38#g@e for these services. The
Company expects to experience some volatility weneie as a result of this strategy.

Other Communications Revenue declined to $63 mililiothe first quarter of 2009 from $108 milliontime first quarter of 2008. Tl
decrease is primarily the result of a decline imageed modem revenue as a result of the continugdatitn from narrow band dial-up
services to higher speed broadband services bysgrdcustomers, especially in large metropolit@asarThe Company expects managed
modem revenue to continue to decline in the futlure to an increase in the number of subscribersatinigy to broadband services and
potential pricing concessions in 2009 as contractgenewed.

Reciprocal compensation revenue from managed madewices also declined in the first quarter of 2606pared to the first
quarter of 2008 as a result of the continuing decih demand for managed modem services. The Contnhistorically earned the
majority of its reciprocal compensation revenuarfrmanaged modem services, although the Companinoestto generate a portion of its
reciprocal compensation revenue from voice seryiwbgch is reported within Core Network Servicegarue. To the extent the Company is
unable to sign new interconnection agreementsgoissiew agreements containing lower rates, or ikexesignificant decline in the
Company’s managed modem dial-up business, or FGEate regulations change such that carriers dreequired to compensate other
carriers for terminating ISP-bound traffic, recipabcompensation revenue may experience furthdindswver time.
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Also contributing to the decrease in Other Commatidnis revenue was lower SBC Contract Serviceswevas a result of the
migration of the SBC traffic to the AT&T network @dithe satisfaction by SBC of its gross margin commant under the SBC Master Servi
Agreement in the first half of 2008. During the @ed quarter of 2008, the gross margin commitmertherSBC Master Services Agreement
was satisfied; however AT&T, Inc. ("AT&T"), which erged with SBC in 2005, continues to purchase sesvirom Level 3 under the SBC
Master Services Agreement as it continues to meget services provided under the agreement tmitsnetwork facilities. The SBC Master
Services Agreement was an agreement between SBRE€&emc. and WilTel and was obtained in the Wildequisition.

Coal mining revenue decreased to $18 million in the first qeranf 2009 from $26 million in the first quarter 2008, primarily as a
result of a longerm supply contract that enabled a customer t@bifuture coal purchase commitments with the Caorngpa the first quarte
of 2008. The Company did not have any further @lans with respect to future coal commitments urtke contract, and therefore
recognized the transaction as revenue in thedfratter of 2008.

Cost of Revenudor the communications business includes leasedoiyp right-of-way costs, access charges, sadlignsponder
lease costs, and other third party costs directiibatable to the network, but excludes depresraind amortization and related impairment
expenses. Prior to the sale of the Vyvx advertisiistyibution business, the Company included in mamications cost of revenue package
delivery costs and the blank tape media costs adedowith this business.

Cost of revenue for the communications business,@ercentage of communications revenue, was 4l1beifirst quarter of 2009
compared to 43% in the first quarter of 2008. Tdsrease is primarily attributable to the synerdmsved from acquisitions as the Company
has been able to eliminate some of the costs adedavith duplicate circuits serving the same migtk&lso contributing to the decrease was
the continued reduction in Other Communications/i8es revenue, in particular, SBC Contract Serviegenue. The gross margins for SBC
Contract Services revenue are lower than the gnasgins for Core Communications Services revenasidfy offsetting this decrease were
increases in Wholesale Voice Services revenuepascentage of total communications revenue andrlove@maged modem revenue. The
incremental gross margins for Wholesale Voice Ses/revenue are in the 30% range versus 80% far Ketwork Services revenue, and
gross margin for managed modem revenue is gendriglher than for Core Network Services revenue.

Coal mining cost of revenue approximated 92% of coal mininggnere in the first quarter of 2009 and 62% in th&t fjuarter of
2008. The increase in coal mining cost of reversua percentage of coal mining revenue in the diustrter of 2009 is the result of the buyout
by a coal customer of future coal purchase comnmmtsmeesulting in the recognition of revenue withassociated costs in the first quarter of
2008.

Depreciation and Amortization expense decreased 8% to $222 million in the fustrigr of 2009 from $240 million in the first
quarter of 2008. The decrease is primarily attebig to reduced depreciation expense associatbdshdrrter-lived fixed assets becoming
fully depreciated. Also contributing to the deceass reduced amortization expense on intangilsietaslue to the disposal of $22 million of
carrying value of amortizable intangible assetthaVyvx advertising distribution sale and certafrihe Company’s amortizable intangible
assets becoming fully amortized in 2008.

The Company expects depreciation and amortizatiperese of between $900 million to $940 million ©02 based on the
Company’s current expectations of the timing andamts of capital expenditures in 2009.

Selling, General and Administrativeexpenses include salaries, wages and related te(ieiluding non-cash, stock based
compensation expenses), property taxes, traveiranse, rent, contract maintenance, advertisingyeéion expense on asset retirement
obligations and other administrative expensesirgglgeneral and administrative expenses alsodiectertain network related expenses such
as network facility rent, utilities and maintenamosts.

Selling, general and administrative expenses deetk20% to $338 million in the first quarter of 20bmpared to $422 million in
the first quarter of 2008. The decrease is primatiributable to a reduction in employee compearand related costs due to a lower
average headcount, which decreased approximatétyi2@he first quarter of 2009 compared to thet fingarter of 2008. Also contributing to
the decrease were synergies that have been actds\aedesult of acquisition integration efforts d&mel Company’s focus on reducing
operating expenses. Specifically, decreases irepsadnal fees and vendor services, facilities atdvark related administrative expenses and
lower accretion on asset retirement obligationsafitributed to the decrease in selling, generdlaministrative expenses in the first quarter
of 2009 compared to the first quarter of 2008.
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Included in selling, general and administrativeenges in the first quarter of 2009 and 2008 wegerillion and $23 million,
respectively, of non-cash, stock-based compensatipanses related to grants of outperform stodloaptind restricted stock units and
restricted stock shares. The decrease in non-stmtkbased compensation expense in the first quart2@@® compared to the first quartel
2008 is primarily due to lower headcount and higestimated forfeiture rates given the Company’diooed organizational structure
optimization efforts.

The Company expects to continue its focus on reduselling, general and administrative expens@909.

Restructuring Chargesdecreased to less than $1 million in the first tprasf 2009 from $7 million in the first quarter 2908
primarily as a result of the timing of the Companworkforce reduction activities. In April 2009gt&ompany announced additional
workforce reductions that are expected to resudt ieduction of approximately 150 employees andlr@s an estimated restructuring charge
of between $6 and $7 million in the second quarte&009.

The Company may experience further restructuriraggds in 2009 in connection with the continuedgradon of acquired
businesses and the possible need to adjust itsirasture if revenue performance is not satisfgatoie to negative effects of the current
economy or other reasons. Additional restructuaativities could result in additional headcountuetibns.

Adjusted EBITDA , as defined by the Company, is net income (lassh the consolidated statements of operations eefor
(1) income taxes, (2) total other income (expen@)noncash impairment charges included within restruntudharges, (4) depreciation &
amortization and (5) non-cash stock compensatiperse included within selling, general and admiaiiste expenses in the consolidated
statements of operations.

Adjusted EBITDA is not a measurement under GAAP @&y not be used in the same way by other compavii@sagement
believes that Adjusted EBITDA is an important pafrthe Companyg internal reporting and is a key measure useddyagement to evalue
profitability and operating performance of the Camyp and to make resource allocation decisions. lglamant believes such measurement is
especially important in a capital-intensive indystuch as telecommunications. Management alsoAdjested EBITDA to compare the
Company'’s performance to that of its competitord Emeliminate certain non-cash and non-operatams in order to consistently measure
from period to period its ability to fund capitadgenditures, fund growth, service debt and detegrbionuses.

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedathsenmn-cash nature
of these items. Adjusted EBITDA also excludes ies¢income, interest expense and income taxes sedhaese items are associated with the
Company'’s capitalization and tax structures. A&jd¥EBITDA also excludes depreciation and amortizaéixpense because these non-cash
expenses reflect the effect of capital investmeaittich management believes should be evaluateddhroash flow measures. Adjusted
EBITDA excludes net other income (expense) becthesse items are not related to the primary operatid the Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use
similar performance measures whose calculationsdifter from the Company’s calculations. Additiolyalthis financial measure does not
include certain significant items such as inteiresbme, interest expense, income taxes, depregiatid amortization, non-cash impairment
charges, non-cash stock compensation expense antheeincome (expense). Adjusted EBITDA shoultdbmconsidered a substitute for
other measures of financial performance reportextaordance with GAAP.

Note 12 of the Notes to Consolidated Financialestants provides a reconciliation of Adjusted EBITEA each of the Company’s
reportable operating segments.

Adjusted EBITDA for the communications business %249 million in the first quarter of 2009 compatedb205 million in the firs
quarter of 2008. The increase in Adjusted EBITDAtfte communications business is primarily atténle to the growth in the Company’s
operating income as a result of the benefits ofinord operating expense reductions, partiallyatftsy declines in Communications business
revenue.

Interest Income decreased to $1 million in the first quarter of 2@m $6 million in the first quarter of 2008 pramily due to a
decrease in the average returns on the Compansgstiment portfolio, partially offset by an increas¢he average invested balance during
the first quarter of 2009. The Compasgverage return on its portfolio decreased tothems 1% in the first quarter of 2009 compared.894
in the first quarter of 2008, while the averagetiodio balance increased to $828 million in thesfiquarter of 2009 compared to $747 million
in the first quarter of 2008.

The Company invests its funds primarily in governirend government agency securities, money mauketsfand commercial
paper depending on liquidity requirements. The Camyfs investment strategy generally provides loyields
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on the funds than would be obtained on alternativestments, but reduces the risk to principahmshort term prior to these funds being
used in the Company’s business.

Interest Expenseincreased 1% to $146 million in the first quarte2009 from $144 million in the first quarter of @ Interest
expense increased primarily as a result of thearssel of the Company’s $400 million aggregate ppalcamount of 15% Convertible Senior
Notes due 2013 in December 2008, partially offyethe Compan’s 2008 debt for equity exchanges, debt repurchasdsiebt repayment
transactions and a decrease in interest rateseo@dmpany’s unhedged variable rate debt. Inteagss on the Company’s unhedged variable
rate debt approximated 4.5% in the first quarte2@d9 and 6.9% in the first quarter of 2008. Setebld and 9 of the Notes to Consolidated
Financial Statements for more details.

Other, netwas $2 million in the first quarter of 2009 andBlion in the first quarter of 2008. Other, netpsmarily comprised of
gains and losses on the sale of non-operatingsassatized foreign currency gains and losses émel income.

Income Tax Expensavas $1 million in the first quarter of 2009 andéillion in the first quarter of 2008 and primarilglates to
state income taxes.

The Company incurs income tax expense attribut@hlecome in various Level 3 subsidiaries, inclydthe coal business, that are
required to file state or foreign income tax retuom a separate legal entity basis. The Companyat®gnizes accrued interest and penalties
in income tax expense related to uncertain taxfitsribat have not been recognized in the Compataxseturns.

Financial Condition - March 31, 2009

Cash flows used in operating activities, investstjvities and financing activities for the threemths ended March 31, 2009 and
2008, respectively are summarized as follows:

Three Months Ended

March 31, March 31,
(dollars in millions) 2009 2008 Change
Net Cash Used in Operating Activiti $ 4 $ 47 $ 43
Net Cash Used in Investing Activitii (79 (117 32
Net Cash Used in Financing Activiti 9 (26) 17
Effect of Exchange Rates on Cash and Cash Equigalen 4 3 (7
Net Change in Cash and Cash Equivalents $ 96 $ (181 $ 85

Operating Activities

Cash used in operating activities decreased byn$ii®n in the first quarter of 2009 compared te fiirst quarter of 2008. The
decrease in cash used in operating activities weasagly due to an increase in Adjusted EBITDA ealuction in the use of working capital
items and lower interest payments. Reductionsearuge of working capital items was primarily dueha@anges in accounts payable, accounts
receivable and other current assets, partiallyeptiy changes in other current liabilities.

I nvesting Activities

Cash used in investing activities decreased byr#iBbn in the first quarter of 2009 compared te ffirst quarter of 2008 primarily
as a result of a reduction in capital expenditundsch totaled $78 million in the first quarter 2009 and $113 million in the first quarter of
2008. The reduction in capital expenditures imprily the result of a decline in success-basedtalapending as a result of the decline in
Communications revenue in the first quarter of 2009

Financing Activities

Cash used in financing activities decreased $1ifomiin the first quarter of 2009 compared to thistfquarter of 2008. In 2009, the
Company repurchased $5 million aggregate prin@pabunt of its 6% Convertible Senior Notes due 28089 $1 million aggregate principal
amount of its 11.5% Senior Notes due 2010, paich#fion of transaction costs associated with sgiance of its 15% Convertible Senior
Notes due 2013 that were issued in December 200 8naale
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capital lease and commercial mortgage paymen®008, the Company repaid the final amounts duerheéel1% Senior Notes and 10.75%
Senior Euro Notes of $26 million.

Liquidity and Capital Resources

The Company incurred a net loss of $132 milliothe first quarter of 2009 and $190 million in tlistf quarter of 2008. The
Company used $78 million for capital expendituned ased $4 million in cash flows from operatinghdties in the first quarter of 2009. Tt
compares to $113 million of cash used for capitgleaditures and $47 million of cash flows usedperating activities in the first quarter of
2008.

Cash interest payments for 2009 are expected stidiely lower than the $531 million made in 2008skd on current debt
outstanding, current interest rates on the Comsavariable rate debt and the financing and othpitalamarkets transactions completed in
2008 and through April 2009. Capital expenditu@s2009 are expected to be lower than the $449amilh 2008 as the Company expects to
continue to efficiently manage its capital expemditrequirements. The Company expects to invasase capital expenditures (estimated
capital required to keep the network operatingceffitly and support new service development) withremaining capital expenditures
expected to be success-based, or tied to increhremtmue. As of March 31, 2009, the Company had+@rm debt contractual obligations,
including capital lease and commercial mortgagégahibns and excluding premium and discounts or @sliance and fair value adjustme
of approximately $179 million that mature in 20081&582 million that mature in 2010. The Comparmygmmercial mortgage obligation
matures in 2010, but may be extended to 2015 atléwtion of the Company.

Level 3 had $672 million of cash and cash equivalen hand at March 31, 2009. In addition, $131ionilof current and non-
current restricted cash and securities are usedli@teralize outstanding letters of credit, loegrt debt, certain operating obligations of the
Company and certain reclamation liabilities asgedavith the coal mining business. Based on infdionaavailable at this time, the Compi
believes that its current liquidity and anticipafatlire cash flows from operations will be suffiti¢o fund its business for at least the next
twelve months.

The Company may elect to secure additional cajpittde future, at acceptable terms, to improvdidisidity or fund acquisitions. In
addition, in an effort to reduce future cash indegayments as well as future amounts due at nyaturio extend debt maturities, Level 3 or
its affiliates may, from time to time, issue nevbtjenter into debt for debt, debt for equity ostt&ransactions to purchase its outstanding
debt securities in the open market or through pelyanegotiated transactions. Level 3 will evaluatg such transactions in light of then
existing market conditions and the possible dikigffect to stockholders. The amounts involvedniy such transaction, individually or in the
aggregate, may be material. For example, on Apri2009, Level 3 Financing, Inc., a wholly ownethsidiary of the Company, amended
restated its existing senior secured credit fgcid as to increase the borrowings through theioreaf a $220 million Tranche B Term Loan
that matures on March 13, 2014 and has an inteatsbf LIBOR plus 8.50% per annum, with LIBOR aeti minimum of 3.00%. The net
proceeds of the Tranche B Term Loan approximatdd $Zillion after deducting a 1% original issue dignt and an estimated $4 million of
debt issuance costs. In addition, on May 4, 20@@¢el 3 Financing, Inc. received commitments totfertincrease borrowings under the
Tranche B Term loan by $60 million.

In addition to raising capital through the debt aqdity markets, the Company may sell or disposxitting businesses, investme
or other non-core assets. For example, in 2008IL2eompleted the sale of its Vyvx advertisingritisition business and the sale of certain
of its smaller long distance voice customers agdived aggregate net cash proceeds of $124 million.

Consolidation of the communications industry magttwie. In recent years, Level 3 participated md¢bnsolidation of the
communications industry with the acquisitions ofesal companies. Level 3 will continue to evaluatesolidation opportunities and could
make additional acquisitions in the future.

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

Level 3 is subject to market risks arising frommes in interest rates and foreign exchange rAtesf March 31, 2009, the
Company had borrowed a total of $1.7 billion prityannder a Senior Secured Term Loan due 2014 dwatiRg Rate Senior Notes due 2015
that bear interest at LIBOR rates plus an appleatdrgin. As the LIBOR rates fluctuate, so too ti# interest expense on amounts
borrowed under the debt instruments. The weightedage interest rate on the variable rate instrasn&nMarch 31, 2009, was approxima
3.7%.
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In March 2007, Level 3 Financing, Inc., the Companyholly owned subsidiary, entered into two intreate swap agreements to
hedge the interest payments on $1 billion notiamabunt of floating rate debt. The two interest e@ap agreements are with different
counterparties and are for $500 million each. Tierest rate swap agreements were effective begnni2007 and mature in January 2014.
Under the terms of the interest rate swap agreemnkatel 3 receives interest payments based angdhree month LIBOR terms and pays
interest at the fixed rate of 4.93% under one gearent and 4.92% under the other. Level 3 has wigtgd the interest rate swap agreements
as a cash flow hedge on the interest paymentslfbilfon of floating rate debt.

The remaining, or unhedged, variable rate debshasighted average interest rate of 4.0% at Matct2809. A hypothetical
increase in the weighted average rate by 1% po@tg weighted average rate of 5.0%) would ina@eéhe Companyg annual interest exper
by approximately $7.0 million. At March 31, 200BetCompany had $4.9 billion (excluding fair valugustments, discounts and premiums)
of fixed rate debt bearing a weighted average ésterate of 8.7%. A decline in interest rates anftiture will not benefit the Company with
respect to the fixed rate debt due to the termscanditions of the indentures relating to that dabt would require the Company to
repurchase the debt at specified premiums if redelerarly.

Indicated changes in interest rates are based pottgtical movements and are not necessarily itidecaf the actual results that
may occur. Future earnings and losses will be &by actual fluctuations in interest rates andifm currency rates.

Foreign Currency Exchange Rate R

The Company conducts a portion of its businessiireacies other than the U.S. dollar, the currénayhich the Company’s
consolidated financial statements are reportedreSpondingly, the Company’s operating results ctelddversely affected by foreign
currency exchange rate volatility relative to th&lUdollar. The Company’s European subsidiariegheséocal currency as their functional
currency, as the majority of their revenue and pases are transacted in their local currenciesofitjh the Company continues to evaluate
strategies to mitigate risks related to the eftédtuctuations in currency exchange rates, the gamy will likely recognize gains or losses
from international transactions. Changes in for@igmency rates could adversely effect the Compaaperating results.

Iltem 4. Controls and Procedures

(a) Disclosure controls and procedurééhe Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveness
of the Company’s disclosure controls and proced@agslefined in Rules 13a-15(e) and 15d-15(e) uthdeBecurities Exchange Act of 1934,
as amended (the “Exchange Act”), as of March 3092Based upon such review, the Chief Executivéc®ffand Chief Financial Officer

have concluded that the Company’s disclosure clsndgnad procedures are effective and are designeddore that information required to be
disclosed by the Company in the reports it fileswomits under the Exchange Act is recorded, psatksummarized and reported within the
time periods specified in the Securities and Exglea@iommission rules and forms. Disclosure contiots procedures include, without
limitation, controls and procedures designed tamnthat information required to be disclosed bysaner in reports it files or submits under
the Exchange Act is accumulated and communicatétet€ompany’s management, including its princgadcutive officer and principal
financial officer, as appropriate to allow timelgdaisions regarding required disclosure.

(b) Internal controls.There were no changes in the Company'’s internarabover financial reporting identified in connigt with the
evaluation required by paragraph (d) of ExchangeRAdes 13a-15 or 15d-15 that occurred during ifts¢ quarter of 2009 that have
materially affected, or are reasonably likely totenally affect, the Company’s internal control o¥imancial reporting.
PART Il - OTHER INFORMATION
Item 1 Legal Proceedings
The Company has provided an update to legal pranegedvolving the Company in Note 13 of the Nate€ondensed
Consolidated Financial Statements contained inlPkem 1, of this Form 10-Q. This disclosurénereby incorporated by reference to this

Iltem 1.
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Iltem 1A Risk Factors

In addition to the other information set forth mstreport, you should carefully consider the festdiscussed in Part litem 1A. Ris}
Factors” in Level 3's Form 10-K for the year enddecember 31, 2008, which could materially affectéle3’s business, financial condition
or future results. The risks described in LevelRdm 10-K are not the only risks facing the Compakdditional risks and uncertainties not
currently known to Level 3 or that it currently de®to be immaterial also may materially adverséigca Level 3's business, financial
condition and/or operating results. The Risk Faciocluded in the Company’s Form 10-K for the yeaded December 31, 2008, have not
materially changed other than as set forth below.

Level 3 has substantial debt, which may hinder itgrowth and put Level 3 at a competitive disadvantag.

Level 3's substantial debt may have important cqneaces, including the following:

» the ability to obtain additional financing for agsjtions, working capital, investments and capitabther expenditures
could be impaired or financing may not be availaliieacceptable terms;

e asubstantial portion of Level 3's cash flows will used to make principal and interest paymentsutstanding debt,
reducing the funds that would otherwise be avadldbt operations and future business opportunities;

e asubstantial decrease in cash flows from operatitigities or an increase in expenses could madificult to meet debt
service requirements and force modifications tarafpens;

Level 3 has more debt than certain of its compegtitwhich may place Level 3 at a competitive disadage; and
*  substantial debt may make Level 3 more vulnerabkedownturn in business or the economy generally.

Level 3 has substantial deficiencies of earningsoteer fixed charges of approximately $131 millfonthe three months ended
March 31, 2009. Level 3 had deficiencies of earsitigcover fixed charges of $264 million for thechil year ended December 31, 2008, $1.1
billion for the fiscal year ended December 31, 20842 million for the fiscal year ended Decemhb&r2006, $647 million for the fiscal year
ended December 31, 2005 and $410 million for theafiyear ended December 31, 2004.

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

If Level 3 were unable to refinance its debt oraise additional capital on acceptable terms, L8t&ehbility to operate its business
would be impaired. As of March 31, 2009, Level 8 lam aggregate of approximately $6.4 billion ofgegerm debt on a consolidated basis
including current maturities, premiums and disceunapital leases and our commercial mortgageapptbximately $855 million of
stockholders’ equity . Of this long-term debt, appmately $179 million is due to mature in 2009pegximately $582 million is due to
mature in 2010 and approximately $569 million i do mature in 2011, in each case excluding delgbdints, premiums and fair value
adjustments.

Level 3's ability to make interest and principalypegents on its debt and borrow additional fundsawofable terms depends on the
future performance of the business. If Level 3 dogshave enough cash flow in the future to maker@st or principal payments on its debt,
Level 3 may be required to refinance all or a péits debt or to raise additional capital. Leval@not be sure that it will be able to refinance
its debt or raise additional capital on acceptédlms.
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Iltem 6.

Exhibits

Exhibits filed as a part of this report are listedow.

12

31.1

31.2

32.1

32.2

Statements Re Computation of Rai
Rule 13i-14(a)/15¢14(a) Certification of the Chief Executive Offic
Rule 13i-14(a)/15¢-14(a) Certification of the Chief Financial Offic

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the
Sarbane-Oxley Act of 2002

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

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

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 8, 2009 /sl Eric J. Mortense

Eric J. Mortense!
Senior Vice President, Controll
and Principal Accounting Office
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Exhibit 12
STATEMENTS RE COMPUTATION OF RATIOS

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

LEVEL 3 COMMUNICATIONS, INC.

Three Months

Ended March 31, Fiscal Year Ended

2009 2008 2008 2007 2006 2005 2004
Loss from Continuing Operations Before Ta $ (13) $ (18) $ (312) $ (1,168 $ (81O $ (715 $ (479
Interest on Debt, Net of Capitalized Inter 14¢€ 144 57C 60¢ 67C 543 48€
Amortization of Capitalized Intere — 13 48 68 68 68 68
Interest Expense Portion of Rental Expense 17 17 68 63 44 25 29
Earnings (Losses) Available for Fixed Charges $ 32 $ (13 $ 374 $ (4299 $ (28 $ (79 $ 10t
Interest on Dek $ 14¢ $ 144 $ 57C $ 60 $ 67C $ 54 $ 48¢
Preferred Dividend — — — — — — —
Interest Expense Portion of Rental Expense 17 17 68 63 44 25 29
Total Fixed Charges $ 162 $ 161 $ 638 $ 672 $ 714 $ 568 $ 51t
Ratio of Earnings to Fixed Charges — — — — — — —
Deficiency $ (13) $ (179 $ (2649 $ (1,100 $ (742 $ (647 $ (410

Financial information contained in the above tdids been adjusted for the retrospective applicatidtSP APB 14-1.




Exhibit 31.1

CERTIFICATIONS*

I, James Q. Crowe, certify that:

1.

2.

| have reviewed this Form 10-Q of Level 3 Commuti@ss, Inc.;

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

Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in

this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

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

c. Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period courydhis report based on s
evaluation; and

d. Disclosed in this report any change in the regtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registrant’s internal control over finaceporting; and

The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internalrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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

Date: May 8, 200!

/sl James Q. Crow

James Q. Crow
Chief Executive Office

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




Exhibit 31.2

CERTIFICATIONS*

I, Sunit S. Patel, certify that:

1.

2.

| have reviewed this Form 10-Q of Level 3 Commuti@ss, Inc.;

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

Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

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

c. Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period courydhis report based on s
evaluation; and

d. Disclosed in this report any change in the regtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registrant’s internal control over finaceporting; and

The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internalrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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

Date: May 8, 200!

/s/ Sunit S. Pate

Sunit S. Pate
Chief Financial Officel

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




Exhibit 32.1

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

In connection with the Form 10-Q of Level 3 Comnaations, Inc. (the “Company”) for the three monginsled March 31, 2009 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), |, James Q. Crowe, Chief &ixeve Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 26Q&;

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

2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Company.

/sl James Q. Crow
James Q. Crow

Chief Executive Office
May 8, 200¢




Exhibit 32.2

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

In connection with the Form 10-Q of Level 3 Comnaations, Inc. (the “Company”) for the three monginsled March 31, 2009 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), |, Sunit S. Patel, Chief &ngial Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of the Sarbanes-Oxley Act of 2002, that:

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

2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Company.

/s/ Sunit S. Pate

Sunit S. Pate

Chief Financial Officel
May 8, 200¢




