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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Operations

(unaudited)
Three Months Ended
March 31,
(dollars in millions, except per share data) 2004 2003
Revenue
Communications (Note ¢ $ 38 % 70t
Information Service 494 50€
Coal Mining 16 16
Total revenue 89¢ 1,227
Costs and Expense
Cost of revenue
Communication: 81 89
Information Service 44c¢ 465
Coal Mining 13 14
Total cost of revenu 542 56¢
Depreciation and amortizatic 17¢ 207
Selling, general and administrati 23t 27C
Restructuring charge 2 11
Total costs and expens 95¢ 1,05¢
Operating Income (Lost (60) 171
Other Income (Expense
Interest incom: 3 5
Interest expense, n 127 (140
Other, ne 38 74
Total other income (expens (86) (61)
Income (Loss) from Continuing Operations Beforeolme Tax and Change in Accounting Princi (14¢€) 11C
Income Tax Expens (1) —
Income (Loss) from Continuing Operatic (147) 11C
Income from Discontinued Operatio — 4
Net Income (Loss) Before Change in Accounting Rypilec (147) 114
Cumulative Effect of Change in Accounting Princi — 5
Net Income (Loss $ 147 $ 11¢
Basic Earnings (Loss) per Sha
Income (Loss) from Continuing Operatic $ (0.22) $ 0.2¢
Income from Discontinued Operatio — 0.01
Cumulative Effect of Change in Accounting Princi — 0.01
Net Income (Loss $ (0.229) $ 0.2¢
Diluted Earnings (Loss) per Sha
Income (Loss) from Continuing Operatic $ (0.22) $ 0.2C
Income from Discontinued Operatio — 0.01
Cumulative Effect of Change in Accounting Princi — 0.01
Net Income (Loss $ (027 $ 0.2%

See accompanying notes to consolidated condensaucfal statements.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets

(unaudited)
March 31, December 31,
(dollars in millions) 2004 2003
Assets
Current Assets
Cash and cash equivale $ 1,161 $ 1,12¢
Marketable securitie — 42
Restricted cas 47 74
Receivables, less allowances of $26 and $28, régphc 42¢ 561
Other 11C 14C
Total Current Asset 1,747 1,94¢
Net Property, Plant and Equipme 5,59¢ 5,72
Restricted Cas 63 61
Goodwill and Intangibles, ni 44k 45¢
Other Assets, n¢ 99 10C
$ 795. $ 8,29:

See accompanying notes to consolidated condensaukfal statements.
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March 31, December 31,
(dollars in millions, except per share data) 2004 2003

Liabilities and Stockholde’ Equity
Current Liabilities:

Accounts payabl $ 51C $ 651
Current portion of lon-term debt 103 12t
Accrued payroll and employee bene 94 13t
Accrued interes 11¢ 10C
Deferred revenu 154 18¢
Other 22C 231
Total Current Liabilities 1,19¢ 1,431
Long-Term Debt, less current portic 5,27¢ 5,25(
Deferred Revenu 97C 954
Other Liabilities 47€ 477

Commitments and Contingenci

Stockholder Equity:
Preferred stock, $.01 par value, authorized 100@@shares: no shares outstanc — —
Common stock
Common stock, $.01 par value, authorized 1,50000@0shares: 678,193,350 outstanding in 2004 and

677,828,634 outstanding in 20 7 7

Class R, $.01 par value, authorized 8,500,000 shaceshares outstandi — —
Additional paic-in capital 7,38¢ 7,36(
Accumulated other comprehensive | (119 (90
Accumulated defici (7,249 (7,09¢)
Total Stockholdel' Equity 31 181

$ 7,95 $ 8,29:

See accompanying notes to consolidated condensaukfal statements.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Cash Flows
(unaudited)

Three Months Ended

March 31,
(dollars in millions) 2004 2003
Cash Flows from Continuing Operatiol
Net Income (Loss 147 $ 11¢
Income from discontinued operatic — ()]
Cumulative effect of change in accounting princ — 5
Income (loss) from continuing operatic (147) 11C
Adjustments to reconcile income (loss) from contiguoperations to net cash provided by (used in)
continuing operation:
Equity earnings, ne — (@]
Depreciation and amortizatic 17¢ 207
Gain on sale of property, plant and equipment,radld operations and other ass (32 (69)
Non-cash compensation expense attributable to stockda 9 23
Deferred revenu (16) (348
Amortization of debt issuance co 4 5
Accreted interest on lo-term discount dek 18 26
Accrued interest on loi-term debt 18 —
Change in working capital items net of amounts aegu
Receivable: 121 11¢
Other current asse 3C 5C
Payables (13¢€) (199
Other liabilities (35) (30)
Other (5) (3)
Net Cash Provided by (Used in) Continuing Operat 8 (119
Cash Flows from Investing Activitie
Proceeds from sale of marketable secur 41 —
Decrease in restricted cash and securities 25 7
Capital expenditure (52 (25)
Release of capital expenditure accrt 4 6
Genuity transactio — (143
Investments and acquisitio — (@]
Proceeds from sale of toll road operati — 46
Proceeds from sale of property, plant and equipn@t other asse 9 16
Net Cash Provided by (Used in) Investing Activit 27 (94)

See accompanying notes to consolidated condensaucfal statements.
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Cash Flows from Financing Activitie

Payments on lor-term debt, including current portic
Net Cash Used in Financing Activiti
Net Cash Provided by Discontinued Operati
Effect of Exchange Rates on Cash and Cash Equig
Net Change in Cash and Cash Equival
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

Supplemental Disclosure of Cash Flow Informati
Cash interest pai

Noncash Investing and Financing Activitir
Common stock issued in exchange for long term
Long-term debt extinguished due to sale of toll roadratens

See accompanying notes to consolidated condensaukfal statements.
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March 31,
2004 2003
@ s @
D @
— 6
2 2
32 (19¢)
1,12¢ 1,142
1,161 $ 944
87 $ 10¢
— $ 20
— 13¢




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statement of Changes in Skbolders’ Equity
For the three months ended March 31, 2004

(unaudited)
Accumulated
Additional Other
Common Paid-in Comprehensive Accumulated

(dollars in millions) Stock Capital Income (Loss) Deficit Total
Balances at December 31, 2( $ 7 % 7,36 $ 90) $ (7,096 $ 181
Common Stock

Stock plan grant — 5 — — 5

Shareworks pla — 16 — — 16

401(k) plan — 5 — — 5
Net Loss — — — (147) (247
Other Comprehensive Lo — — (29 — (29)
Balances at March 31, 20 $ 7% 7,38 $ (119 $ (7,24 8 31

See accompanying notes to consolidated condensaucfal statements.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Comprehensieome (LosS)

(unaudited)
Three Months Ended
March 31,
(dollars in millions) 2004 2003
Net Income (Loss 147 $ 11¢
Other Comprehensive Income (Loss) Before T
Foreign currency translation gains (loss €] 6
Unrealized holding losses and other arising dupegod — 3
Reclassification adjustment for gains includedéhincome (loss (21) —
Other Comprehensive Income (Loss), Before (29) 3
Income Tax Benefit Related to Items of Other Corhpresive Income (Los! — —
Other Comprehensive Income (Loss) Net of Te (29) 3
Comprehensive Income (Los (176) $ 122

See accompanying notes to consolidated condensaucfal statements.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
1. Summary of Significant Accounting Policies

The consolidated condensed financial statemenksdadhe accounts of Level 3 Communications, Imcl subsidiaries (the “Company” or
“Level 3”) in which it has control, which are engaged in guwises primarily related to communications, infotima services, and coal minin
Fifty-percentewned mining joint ventures are consolidated oncarata basis. Investments in other companieshicimthe Company exercis
significant influence over operating and finangialicies or has significant equity ownership arecamted for by the equity method. All
significant intercompany accounts and transactieng been eliminated.

The consolidated condensed balance sheet of Le@eh@munications, Inc. and subsidiaries at DecerBbeP003 has been condensed frorr
Company’s audited balance sheet as of that dalleoth#er financial statements contained hereinwer@udited and, in the opinion of
management, contain all adjustments (consisting ohhormal recurring accruals) necessary for afegsentation of financial position, results
of operations and cash flows for the periods presenThe Company’s accounting policies and cex#ier disclosures are set forth in the
notes to the consolidated financial statementsatoad in the Company’s Annual Report on FormKl@er the year ended December 31, 2C
These financial statements should be read in cotipmwith the Company’s audited consolidated fitiahstatements and notes thereto. The
preparation of the consolidated condensed finast@éments in conformity with accounting princgptenerally accepted in the United States
requires management to make estimates and assus it affect the reported amount of assets abdities, disclosure of contingent assets
and liabilities and the reported amount of reveani@ expenses during the reported period. Actsalltecould differ from these estimates.

The results of operations for the three months @émdiarch 31, 2004 are not necessarily indicativethefresults expected for the full year.

It is the Company’s policy to recognize terminatgmitlement revenue when certain conditions haea beet. These conditions include: 1) the
customer has accepted all or partial delivery efahset or service; 2) Level 3 has received coraida for the asset or service provided; ar
Level 3 is not legally obligated to provide addité product or services to the customer or theicsessor under the original contract.
Termination/settlement revenue is recognized imasibns where a customer and Level 3 mutually agréerminate all or a portion of the
service provided, or the customer and/or its agadt® emerge from bankruptcy and, therefore,&leédsis not obligated to provide additional
product or services to the customer or its suceedéthe conditions described above are metQbmpany will recognize
termination/settlement revenue equal to the fdue/af consideration received, less any amountgiqusly recognized.

Termination revenue is recognized when a custonseodnects service prior to the end of the confpaciod, for which Level 3 had previous
received consideration and for which revenue reitimgnwas deferred. In addition, termination reverisirecognized when customers make
termination penalty payments to Level 3 to settletractually committed purchase amounts that tiséoooer no longer expects to meet.
Settlement revenue is recognized when a custonteLewvel 3 renegotiate a contract under which L&vislno longer obligated to provide
product or services for consideration previoustereed and for which revenue recognition has bederted. Termination/settlement revenue
is reported in the same manner as the originalymtoor service provided, and amounted to $11 mmilaad $326 million during the first three
months of 2004 and 2003, respectively (See Note 4).

SFAS No. 143 establishes accounting standardeémgnition and measurement of a liability for aseasetirement obligation and the
associated asset retirement cost. The fair val@eliability for an asset retirement obligatiortasbe recognized in the period in which it is
incurred if a reasonable estimate of fair value lmamade. The associated retirement costs arealiz@it and included as part of the carrying
value of the long-lived assets and amortized dveseful life of the assets. The Company’s coalmgibusiness had previously accrued, as a
component of cost of revenue, an estimate of futeckamation liability. The net effect of the adoptof SFAS No. 143 to the Company’s coal
mining business as of January 1, 2003 was




a decrease in noncurrent liabilities of approxirya$® million (which will be amortized to expensefuture years) and was reflected as a
cumulative-effect adjustment in the 2003 consoédatondensed statement of operations. Accreti@ssdt retirement obligation expense of
$3 million was recorded during the three monthseeindarch 31, 2004; resulting in total asset retgatrobligations for the communications
and coal businesses, of $130 million at March 8042 Accretion of asset retirement obligation egeeof $2 million was recorded during the
three months ended March 31, 2003. There wereaterial payments or settlements of asset retirewigigations during the three months
ended March 31, 2004 and 2003.

Where appropriate, items within the consolidatenldemsed financial statements have been reclassifiedthe previous periods to conform to
current period presentation.

2. Acquisitions

On February 4, 2003, Level 3 completed the acdoisitf substantially all of the assets and openatiof Genuity Inc. (“Genuity”), a Tier 1
Internet Protocol (IP) communications company. Tdial cash consideration, including transactiostgowas approximately $144 million.

The preliminary fair value of the assets acquined lzbilities assumed was subsequently adjustedgithe year ended December 31, 2003
based upon actual settlements between the GenaitgrBptcy Estate and Level 3 which reduced thehase price paid by Level 3 by $35
million, as well as increased liabilities by $4 koih, which resulted in a decrease to the fair gassigned to the related long-lived assets. The
results of operations attributable to the Genuiisess acquired and liabilities assumed are inclidéte 2003 consolidated condensed finar
statements from the date of acquisition.

The following is unaudited pro-forma financial infioation of the Company assuming the Genuity traimaoccurred at the beginning of the
period presented

Pro-Forma
Three months
ended
(dollars in millions, except per share data) March 31, 2003
Revenue $ 1,29¢
Income from Continuing Operatiol 11C
Income from Discontinued Operatio 5
Cumulative Effect of Change in Accounting Princi 5
Net Income 12C
Net Income per Shal $ 0.27

3. Discontinued Operations

In December 2003, Level 3 sold Midwest Fiber Optatwork (“MFON") to CenturyTel for approximately 6Imillion. MFON is a regional
communications system located in the midwesternddrstates and was acquired by Level 3 as paheo&enuity transaction in February
2003.
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The following is the summarized results of openaiof the MFON business for the period ended M&dcH003 (since acquisition on
February 4, 2003).

(dollars in millions)

w

Revenue $
Costs and Expense

Cost of revenu

Selling, general and administrati

Total costs and expens

Income from Operatior
Loss from Sale of Discontinued Operatic
Income from Discontinued Operatio $

pll olelie |

In June 2003, Software Spectrum announced thastexiting the contact services business in omleohcentrate on the software reseller
business.

The following is the summarized results of operagiof the contact services business for the thre@mperiod ended March 31, 2003.

(dollars in millions)

Revenue $ 20
Costs and Expense
Cost of revenu 13
Depreciation and amortizatic 1
Selling, general and administrati 4
Total costs and expens 18
Income from Operatior 2
Loss from Sale of Discontinued Operatic —
Income from Discontinued Operatio $ 2

4. Settlement Revenue

In February 2003, Level 3 and XO Communications@*Xamended their 1998 cost sharing and IRU agreémés part of the 1998
agreement, XO purchased 24 fibers and one emptguitoaong Level 3's North American intercity netiko The amended agreement, among
other things, required XO to return six fibers dnel empty conduit to Level 3. In return, Levell3reduced the annual operations and
maintenance charges that XO was required to pagrithe original agreement, 2) provided XO an optepiring July 2007, to acquire a 20
year IRU for a single conduit within or along Led's intercity network and 3) provided XO an opti@npurchase up to 25% of the fiber
installed in the next conduit within or along eaggment of the intercity network.

As individual segments were delivered to XO, Le¥eleferred and amortized the revenue attributabtbe conduit over the term of the
original agreement. As a result of the amendedegent, Level 3 has no further obligation with esfio the original conduit, and thus
recognized $294 million of communications revenuéhie three month period ended March 31, 2003g@lat the remaining unamortized
deferred revenue, less the fair values of the dipeimand maintenance services, and options tchpsecfiber and conduit. The values of the
services and options to purchase fiber and conekri¢ determined based on the fair value of sinsawices and assets.
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5. Restructuring Charges

In the first quarter of 2003, Level 3 announcedkfarce reductions that were primarily a resulthod tntegration of acquired operations from
the Genuity transaction into Level 3’s operationd the Company matching its European cost struetitreexpected revenues.

The information services business recognized feitithee months ended March 31, 2004, approxim&iwillion of restructuring charges
related to the ongoing integration and restrucgudhSoftware Spectrum announced in 2003. Duttegguarter ended March 31, 2004, the
Company paid less than $1 million in costs assediatith these workforce reductions. In total, ithfermation services business paid
approximately $3 million of costs during the thraenths ended March 31, 2004 for costs associatiédtix 2003 and 2004 actions.

A summary of the restructuring charges and relateivity follows:

Severance and Related Facilities Related

Number of Amount Amount

Employees (in millions) (in millions)
Balance December 31, 20 55 % 3 $ 10
2003 Charge 1,715 39 6
2003 Payment (1,667) (35) (4)
Balance December 31, 20 10¢ $ 7 % 12
2004 Charge 50 1 1
2004 Payment (99 (6) @
Balance March 31, 20(C 65 $ 2 % 12

Level 3 continues to periodically conduct a compredive review of its communications assets, sprdifi assets deployed along its intercity
network and in its gateway facilities. It is pddsithat additional communications assets may éetified as impaired and additional
impairment charges may be recorded to reflectehézable value of these assets in future periods.

6. Earnings (Loss) Per Share

The Company had a loss from continuing operationshfe three months ended March 31, 2004. Thezetbe dilutive effect of the
approximately 64 million shares issuable pursuaiihé convertible subordinated notes at March 804zhave not been included in the
computation of diluted loss per share because thaitsion would have been anti-dilutive to the garration. In addition, the dilutive effect of
the approximately 51 million options and warrantsstanding at March 31, 2004 have not been inclill¢ide computation of diluted loss per
share because their inclusion would have beendilntive to the computation.

The following details the loss per share calcutaitor the Level 3 common stock for the three memthded March 31, 2004:

Weighted Average

Shares Outstanding Per-Share
(dollars in millions, except per share data) Loss (in thousands) Amount
Basic and Diluted Loss Per Share
Net Loss $ (147) 679,99 $ (0.2
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The following details the earnings per share calboihs for the Level 3 common stock for the threths ended March 31, 2003:

Weighted Average

Shares Outstanding Per-Share
(dollars in millions, except per share data) Income (in thousands) Amount
Basic Earnings Per Share
Income from Continuing Operatiol $ 11C 450,82: $ 0.24
Income from Discontinued Operatio 4 450,82 0.01
Cumulative Effect of Change in Accounting Princi 5 450,82 0.01
Net Income $ 11¢ 450,82: $ 0.2¢
Effect of Dilutive Securities:
Options and warran — 44,87«
Interest Expense Related to Convertible ¢ 25 150,23¢
Shareworks Match Ple — 3,76¢
Diluted Earnings Per Share:
Income from Continuing Operatiol $ 13t 649,700 $ 0.2C
Income from Discontinued Operatio 4 649,70( 0.01
Cumulative Effect of Change in Accounting Princi 5 649,70( 0.01
Net Income $ 144 649,70 $ 0.2z

The income available to common stockholders, fer2B03 diluted earnings per share calculation,in@eased by $25 million to reflect the
interest expense that would not have been recodhiad the convertible debt securities been condénte common stock at the beginning of
the period.

The dilutive effect of approximately 12 million Querform Stock Options (“OSOs”) and similar typetardt March 31, 2003 have not been
included in the computation of diluted loss perrshzecause the options’ post-multiplier values veem at March 31, 2003. In addition, the
effect of approximately 22 million non-qualifiecbsk options and warrants outstanding at March B03zave not been included in the
computation of diluted loss per share because #xeircise price was greater than the average mparicetof the common stock for the period.
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7. Receivables

Receivables at March 31, 2004 and December 31, 2@08 as follows (dollars in millions):

Information
Communications Services Coal Total
March 31, 2004
Accounts Receivabl- Trade:

Services and Software Sa $ 114 % 321 % ¢ $ 44F
Other Receivable 10 — — 10
Allowance for Doubtful Account (18) (8) — (26)

$ 10€ $ 31z $ 1C $ 42¢
December 31, 200:
Accounts Receivabl- Trade:

Services and Software Sa $ 11¢ % 455 $ 1 3 583
Other Receivable 6 — — 6
Allowance for Doubtful Account (20) (8) — (28)

$ 10t $ 445 $ 11 $ 561

The Company recognized bad debt expense in seflangral and administrative expenses of $2 mikind $4 million for the periods ended
March 31, 2004 and 2003, respectively. Level i less than $1 million and $2 million of prodedor amounts previously deemed
uncollectible for the periods ended March 31, 2864 2003, respectively. The Company decreasediatxceceivable and allowance for
doubtful accounts by approximately $4 million ar&irillion for the periods ended March 31, 2004 2663, respectively, for previously
reserved amounts the Company deemed as uncolctibl

8. Property, Plant and Equipment, net

The Company has substantially completed the cortgtruof its communications network. Costs assedatirectly with expansions and
improvements to the network and customer instalteti including employee related costs, have bepitatized, and interest costs incurred
during construction was capitalized based on thighted average accumulated construction expenditame the interest rates related to
borrowings associated with the construction. ThenGany generally capitalizes costs associated vettvork construction, provisioning of
services and software development. Capitalizedrlabd related costs associated with employees@muact labor working on capital proje
were approximately $17 million and $12 million tbe three months ended March 31, 2004 and 2003ectsgely. Included in capitalized
labor and related costs were $1 million of capidi non-cash compensation costs related to opgiodisvarrants for each of the three months
ended March 31, 2004 and 2003. Intercity segmeateway facilities, local networks and operatiggipment that have been placed in ser
are being depreciated over their estimated usieks | primarily ranging from 3-25 years.

The Company continues to develop business suppsteras required for its business plan. The extatimatt costs of software, materials and
services, payroll and payroll related expensegfoployees directly associated with the project,iatetest costs incurred when developing the
business support systems are capitalized and iedludthe capitalized costs above. Upon compleidfoa project, the total cost of the business
support system is amortized over a useful lifehoée years.

Depreciation expense was $164 million and $194ianilfor the three months ended March 31, 2004 @&@8 2respectively.

14




9. Goodwill and Intangibles, Net

As of March 31, 2004, $27 million, $73 million, $7llion, and $60 million of intangibles, net of anti@ation, are attributable to the Telverse
Communications, Inc., Genuity, McLeod, and Softw@pectrum (including CorpSoft) acquisitions, resppety. There were no adjustments to
the goodwill balances reported at December 31, 2003

Intangible asset amortization expense was $15anilind $13 million for the three months ended M&th2004 and 2003, respectively.

The amortization expense related to intangibletagserently recorded on the Company’s books fohe# the five succeeding years is
estimated to be the following for the years endedédnber 31: 2004-$50 million; 2005-$38 million; BeBB8 million; 2007-$18 million and
2008-$11 million.

10. Long-Term Debt

At March 31, 2004 and December 31, 2003, long-teeint was as follows:

March 31, December 31,
(dollars in millions) 2004 2003
Convertible Senior Discount Notes (9% due 2C $ 21€ $ 211
Senior Notes (10.750% due 20: 50C 50C
Convertible Senior Notes (2.875% due 20 374 374
Senior Notes (9.125% due 20( 1,20¢ 1,20¢
Senior Notes (11% due 20C 362 362
Senior Discount Notes (10.5% due 20 40¢ 40¢
Senior Euro Notes (10.75% due 20 39C 40C
Senior Discount Notes (12.875% due 20 43¢ 42C
Senior Euro Notes (11.25% due 20 127 13C
Senior Notes (11.25% due 201 96 96
Convertible Subordinated Notes (6.0% due 2( 362 362
Convertible Subordinated Notes (6.0% due 2( 514 514
Commercial Mortgage:

GMAC (3.6% due 20(-2005) 11¢ 11¢
Capital leases assumed in Genuity transat 26¢ 26¢
Other 6 6

5,37¢ 5,37¢
Less current portior (103 (125)

$ 527¢ $ 5,25(

The debt instruments above contain certain findmeid non-financial covenants with which the Comphalieves it is in full compliance as of
March 31, 2004.

No interest expense or amortized debt issuancs vese capitalized to property, plant and equipnfienthe three months ended March
2004 and March 31, 2003.

Level 3 did not realize any gains from the extirsthmient of debt during the three months ended Mat¢l2004 and 2003. Level 3 will
continue to evaluate debt for equity or cash trat@as in the future. The amounts involved in aogh transactions, individually or in the
aggregate, may be material.
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11. Stock-Based Awards

The Company recognized on the consolidated condestatement of operations a total of $9 million 28 million of non-cash compensation
for the three months ended March 31, 2004 and 2@8pectively. In addition, the Company capitaliddmillion and $1 million, respectivel
of non-cash compensation for those employees amttiazors directly involved in the constructiontbé network, installation of customers or
development of the business support systems. ditiad, $1 million was capitalized in 2003 relatedacquisitions.

The following table summarizes non-cash compensatigense and capitalized non-cash compensatidhddahree months ended March 31,
2004 and 2003.

(dollars in millions) 2004 2003
Warrants $ — $ 3
0sO 4 10
C-0SsO 1 5
Restricted Stoc 1 —
Shareworks Match Ple 1 2
401(k) Match Expens 4 4
Shareworks Grant Plan and Profit Shal (1) 1
10 25
Capitalized No-cash Compensatic (1) (2)
$ 9 $ 23

Non-Qualified Stock Options and Warrants

At March 31, 2004, there were approximately 16.4iom warrants outstanding ranging in prices from2b to $60.06. All of the warrants
were exercisable at March 31, 2004, with a weiglategtage exercise price of $9.64 per warrant.

The Company did not grant any Non-Qualified Stogki@ns (“NQSOs") during the three months ended Ma&t, 2004 or 2003. As of March
31, 2004, all NQSOs previously granted were fuligted.

Outperform Stock Option Plan

The fair value under SFAS No. 123 for the approxetya500,000 OSOs awarded to participants duriegatnarter ended March 31, 2004 was
approximately $4 million using a modified Black-®s valuation model with a S&P 500 volatility rate15% over the term, a Level 3
common stock volatility rate of 56%, an expectett@ation factor of 19% and a S&P 500 dividend gfief 1.51%, which resulted in a decre

in the theoretical value per option to 120% of $kexk price on the date of grant, from 156% in 2083 of March 31, 2004, the Company had
not reflected $8 million of unamortized compensatxpense in its financial statements for previpgsanted OSOs.

Restricted Stock

During the first quarter of 2004, approximately@R) shares of restricted stock were granted to @yepk. The restricted stock shares were

granted to employees at no cost. The shares vaeatlggver a three year period; however, the emgésyare restricted from selling these sk

for three years. The fair value of restricted stgrknted in 2004 was less than $1 million as catedl using the value of the Level 3 common
stock the day prior to the grant. As of March 3004, the Company had not reflected $2 million mémortized compensation expense in its
financial statements for restricted stock.
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401(k) Plan

The Company and its subsidiaries offer their qiediemployees the opportunity to participate irefirebd contribution retirement plan
qualifying under the provisions of Section 401(k}le Internal Revenue Code. Each employee isbddido contribute, on a tax deferred basis,
a portion of annual earnings not to exceed $13i0@W004. Effective January 1, 2003, the Companyches 100% of employee contributions
up to 7% of eligible earnings or applicable regufptimits. Employees of Software Spectrum argible to receive matching contributions of
$.25 for every dollar contributed up to 6% of dbigi earnings. The Company’s matching contributiomade with Level 3 common stock
based on the closing stock price on each pay dateployees are able to diversify the Company’s hiatgcontribution as soon as it is made,
even if they are not fully vested. The Company&tching contributions will be fully vested upon qaletion of three years of service. The
Company made matching contributions of $4 millionéach of the three months ended March 31, 20842863, which were recorded as
selling, general and administrative expense dutiegoeriod.

12. Industry and Segment Data

SFAS No. 131 “Disclosures about Segments of anrgrise and Related Information” defines operatiagrsents as components of an
enterprise for which separate financial informat®available and which is evaluated regularly liy €Company’s chief operating decision
maker, or decision making group, in deciding howaltocate resources and assess performance. Quesagiments are managed separatel’
represent separate business units that offer diffqgroducts and serve different markets. The Gmylg reportable segments include:
communications; information services; and coal mgniOther primarily includes equity investments atiter corporate assets and overhea
attributable to a specific segment. The geograpgon Other primarily includes Asia.

Adjusted OIBDA, as defined by the Company, consi$imcome (loss) from operations before (1) dejatgmn and amortization expense, (2)
stock-based compensation expense included withlinggegeneral and administrative expenses on tmesalidated condensed statements of
operations and (3) non-cash impairment costs imdwdithin restructuring and impairment expensesherconsolidated condensed statements
of operations. The Company excludes stock basegbensation due to its adoption of the expense rétog provisions of SFAS No. 123.
Adjusted OIBDA is an important part of the Companyiternal reporting and is an indicator of prdfitdy and operating performance used by
the chief operating decision maker or decision mgkjroup, especially in a capital-intensive indgstich as telecommunications. It is also a
commonly used indicator in the communications itgut® analyze companies on the basis of opergtéréprmance over time. Adjusted
OIBDA is not intended to represent net income @hddow for the periods presented, is not calcdlaensistently with the commonly used
metric “EBITDA", and is not recognized under Gerlgréccepted Accounting Principles (“GAAP”) but issed by management to assess
segment results and allocate resources.

The data presented in the tables following includé&smation for the three months ended March 3M&Qand 2003 for all statement of
operations and cash flow information presented,sndf March 31, 2004 and December 31, 2003 fdyadiince sheet information presented.
Information related to acquired businesses is bedfrom their respective acquisition dates. Raeeand the related expenses are attributed tc
countries based on where services are provided.
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Industry and geographic segment financial infororafollows. Certain prior year information has beeclassified to conform to the 2004
presentation.

Information Coal
(dollars in millions) Communications Services Mining Other Total
Three Months ended March 31, 200:
Revenue
North America $ 35¢ $ 291 $ 16 $ — % 663
Europe 33 192 — — 22¢
Other — 11 — — 11
$ 38 $ 494 $ 16 $ — $ 89¢
Adjusted OIBDA:
North America $ 11€  $ 10 $ 2 3 1)
Europe — 1 — —
Other — — — —
$ 11€ $ 11 3 2 % (D
Gross Capital Expenditure
North America $ 47 $ — % — % — % 47
Europe 5 — — — 5
Other — — — — —
$ 52 $ — % — $ — % 52
Depreciation and Amortizatiol
North America $ 14 $ 7 % 1 3 — % 154
Europe 25 — — — 25
Other — — — — —
$ 171 $ 7 % 1 3 —  $ 17¢
Three Months ended March 31, 200:
Revenue
North America $ 67¢ $ 322 $ 16 $ — $ 1,01«
Europe 28 17¢ — — 201
Other 1 11 — — 12
$ 708 $ 50€ $ 16 $ — $ 1,227
Adjusted OIBDA:
North America $ 401 $ 2 3 $ —
Europe (5) 1 — —
Other — — — —
$ 39€ $ 3 3 2 3 —
Gross Capital Expenditure
North America $ 19 $ 3 3 — % — $ 22
Europe 3 — — — 3
Other — — — — —
$ 22 % 3 % — $ — 3 25
Depreciation and Amortizatiol
North America $ 181 $ 7 % 1 3 — $ 18¢
Europe 18 — — — 18
Other — — — — —
$ 19¢  $ 7 % 1 3 — $ 207

Revenue and Adjusted OIBDA for the three monthsedrdarch 31, 2003 include $326 million of termioatrevenue, primarily related to XO
(See Note 4).
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Information Coal
(dollars in millions) Communications Services Mining Other Total
Identifiable Assets
March 31, 2004
North America $ 5,106 $ 54C % 79 $ 1,19C $ 6,91
Europe 862 12€ — 34 1,022
Other — 10 — 3 13
$ 597C $ 67€ $ 79 $ 1,227 $ 7,952
December 31, 200.
North America $ 521t $ 69C $ 78 $ 1,232 $ 7,217
Europe 884 14¢ — 30 1,06:
Other — 13 — — 13
$ 6,09¢ $ 85z % 78 $ 1,26¢ $ 8,29:
Long-Lived Assets (excluding Goodwill’
March 31, 2004
North America $ 492 % 112 % 62 $ $ 5,10z
Europe 81¢ 1 — — 82C
Other — — — — —
$ 574¢  $ 114  $ 62 $ 2 3 5,92
December 31, 200:
North America $ 502t $ 11¢ % 60 $ $ 5,20¢
Europe 85¢ 2 — — 86(
Other — — — — —
$ 588t $ 121  $ 60 $ 2 % 6,06¢
Goodwill
March 31, 2004
North America $ 71 % 207 % — % — % 27¢
Europe — — — — —
$ 71 % 207 $ —  $ — 3 27¢
December 31, 200:
North America $ 71 % 207 % —  $ — % 27¢
Europe — — — — —
$ 71 % 207 $ —  $ — 3 27¢
Revenues by service type for the Company’s comnatioics segment follows:
Services
Transport and Reciprocal
(dollars in millions) Infrastructure Softswitch IP & Data Compensation Total
Communications Revenue
Three Months Ended March 31, 200+«
North America $ 10z  $ 141 % 88 $ 23 $ 354
Europe 20 — 15 — 35
Other — — — — —
$ 12z $ 141 % 102 $ 23 % 38¢
Three Months Ended March 31, 200:
North America $ 411 $ 152 % 67 $ 41 $ 672
Europe 17 — 15 — 32
Other — — 1 — 1
$ 42¢  $ 152 $ 83 $ 41 $ 70E
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Transport and Infrastructure for the three montided March 31, 2003 includes $326 million of teration revenue, primarily related to XO
(See Note 4).

The majority of North American revenue consists@ifvices and products delivered within the Uniteates. The majority of European
revenue consists of services and products deliveniedhrily within the United Kingdom but also indes France and Germany. Transoceanic
revenue is also allocated to Europe.

Product information for the Company’s informati@ndces segment follows:

Three Months Ended

March 31,
2004 2003
Services Revenu:
()Structure:
Outsourcing $ 22 3 20
Systems Integratio — 1
Software Spectrur 1 3
23 24
Software Sales Revenu
Software Spectrur 471 482
$ 494 $ 50€

The following information provides a reconciliatiofiNet Income (Loss) to Adjusted OIBDA by opergtsegment, as defined by the
Company, for the three months ended March 31, 20@42003:

Three months ended March 31, 2004

Information
(dollars in millions) Communications Services Coal Mining Other
Net Income (Loss $ v % 5 ¢ — $ 23
Income Tax Expens — — 1 —
Total Other (Income) Expen: 111 D — (29
Operating Income (Lost (64) 4 1 Q)
Depreciation and Amortization Exper 171 7 1 —
Non-Cash Compensation Exper 9 — — —
Adjusted OIBDA $ 11€ 11 $ 2 $ (1)
Three months ended March 31, 2003
Information

(dollars in millions) Communications Services Coal Mining Other
Net Income (Loss $ 46 $ 5) $ 6 $ 72
Income from Discontinued Operatio 2 2 — —
Cumulative Effect of Change in Accounting

principle — — 5) —
Total Other (Income) Expen: 132 1 — (72
Operating Income (Los! 17¢€ (6) 1 —
Depreciation and Amortization Exper 19¢ 7 1 —
Non-Cash Compensation Exper 21 2 — —
Adjusted OIBDA $ 3% $ 3 3 2 3 —
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13. Related Party Transactions

Peter Kiewit Sons’, Inc. (“PKS”) acted as the gaheontractor on projects for the Company in 20PKS provided less than $1 million of
construction services related to these projectsarfirst three months of 2003.

Level 3 also receives certain mine managementcaEsfrom PKS. The expense for these servicesegaghan $1 million and less than $1
million for the three month period ended March 3004 and 2003, respectively, and is recorded Imgelgeneral and administrative expen:
As of March 31, 2004, the Company owed less thamiflion for the first quarter mine management $egs.

RCN, an equity method investee, purchased $1 mitiiod $1 million of telecommunications and inforioatservices outsourcing services
from the Company for the three month period endedldi 31, 2004 and 2003. At March 31, 2004, RCNdievel 3 approximately $2
million for costs associated with communicationistiduild projects. RCN and the Company are culyemegotiating a settlement of this
receivable. Additionally, RCN has contracted (i)@ture for certain infrastructure outsourcing s=s.

14. Other Matters

On January 20, 2004, the Company sold its remaisigges in Commonwealth Telephone for $41 millionash, resulting in a gain of
approximately $23 million. Prior to the sale, daghe recapitalization of Commonwealth Telephooemon stock in September 2003 that
reduced the Company’s voting interest from 29%.634 the Company accounted for its investment im@onwealth Telephone as a
marketable equity security available for sale awdordingly, reflected the Commonwealth Telephdraes at their fair market value of $42
million at December 31, 2003 on the consolidatetdemsed balance sheet.

The Company and its subsidiaries are parties toyrotirer legal proceedings. Management believesativaresulting liabilities for these legal
proceedings, beyond amounts reserved, will not nadiieaffect the Company’s financial condition fature results of operations, but could
impact future cash flows.

It is customary in Level 3's industries to use was financial instruments in the normal courseuwsibess. These instruments include items
such as letters of credit. Letters of credit areditional commitments issued on behalf of Levéil accordance with specified terms and
conditions. As of March 31, 2004, Level 3 had tanding letters of credit of approximately $30 moifl.

15. Subsequent Events

On April 1, 2004, the Company acquired the wholestl access business of ICG Communications,(1H€G”), a Denver-based
communications company. The Company paid appraeiiym&35 million in cash to acquire the businessicl provides dialip Internet acce
to various large customers and other leading I$Rs.purchase price is subject to post-closing aajests, but those adjustments are not
expected to be material. Level 3 expects the aitiguigo add incremental revenue of approximated$ #illion in 2004. Level 3 plans to
migrate a majority of ICG’s customer traffic onte own network infrastructure over the course efrtlext two quarters.

On April 16, 2004, the Bankruptcy Court approveskttlement agreement between the Company and AtlegiTelecom, Inc. (“Allegiance”).
The agreement terminates a multi-year contract @hyethe Company was obligated to purchase appra&lyn470,000 managed modem ports
from Allegiance. The contract was assumed asgfdite Genuity transaction in February 2003. TleenBany has agreed to pay $54 millio
extinguish the obligation and expects to recogaigain on the transaction during the second quaft2004.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Management'’s Discussion and Analysis of Financial @dition and Results of Operations

The following discussion should be read in conjigrctvith the Company’s consolidated condensed firsrstatements (including the notes
thereto), included elsewhere herein and the Comip&®03 Annual Report on Form 10-K filed with thec8rities and Exchange Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to Level 8r@munications, Inc. and its subsidiaries (“Leveb8the “Company”). When used in this
document, the words “anticipate”, “believe”, “pldntestimate” and “expect” and similar expressioas,they relate to the Company or its
management, are intended to identify forward-loglstatements. Such statements reflect the curiewswof the Company with respect to
future events and are subject to certain risksetamties and assumptions. Should one or morkeeasiet risks or uncertainties materialize, or
should underlying assumptions prove incorrect,aatesults may vary materially from those descrilvethis document. For a more detailed
description of these risks and factors, pleasélse€ompany’s 2003 Annual Report on Form 10-K fikdth the Securities and Exchange
Commission.

Level 3 Communications, Inc. is primarily engagedhie communications and information services lassias, with additional operations in
coal mining. The Company is a facilities based/ater of a broad range of integrated communicatgersices including voice, private line,
wavelengths, colocation, Internet access, managetém, data and dark fiber. Revenue is recognipealmonthly basis as these services are
provided. For contracts involving private line,weéengths and dark fiber services, Level 3 mayivecep-front payments for services to be
delivered for a period of up to 20 years. In theisgations, Level 3 will defer the revenue and dime it on a straight-line basis to earnings
over the term of the contract.

Management of Level 3 believes that growth in réngrrevenue is critical to the long-term succefsthe communications business. The
Company must continue to increase revenue froexitging services in the Transport & Infrastructudeftswitch and IP & Data business
units, as well as develop new services using L8&lP-based network and technologies includingé¢hacquired in the Telverse transaction
and its existing softswitch technology. These sewices include Voice-over-IP, local transporveass, and IP-VPNSs.

The Company and some of its customers are seeingaateration of the trend away from narrow barad-dp services to higher speed
broadband services. This trend is expected tdtriesdeclines in managed modem and reciprocal ereation revenue in the future. These
declines may be mitigated by growth in DSL or otlie& Data revenue.

The Company continues to experience pricing pressoin several of its services. The emergencevefalecompanies from bankruptcy
protection and additional competition from othestdissed carriers has resulted in a difficult amdetitive operating environment. The
Company does not expect this environment to chaiggeficantly until the industry consolidates. TBempany believes that its strong
financial position and suite of existing servicesl @ew service offerings, which target a largerragsiable market for communications servi
will enable it to grow regardless of whether themging environment in the communications industrgroves from current conditions.

Management focuses on Adjusted OIBDA, cash flowsfoperating activities and capital expenditureassess the operating performance of
the businesses. Management believes that Adj@deDA, when viewed over time, reflects the opergtirend and performance of its
communications business. Adjusted OIBDA, or simileeasures, also is a measure of performance yskeeMel 3's competitors and is used
by management in evaluating relative performaridanagement believes that cash flows from operating
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activities, also is a measure of operating perforceabut in addition measures the generation df fras or use of cash for working capital
purposes which is important as the Company mon#&ntsmaintains its liquidity (particularly accounégeivable, accounts payable and
deferred revenue). The Company is focusing ienéitin on growing revenue through existing servanres new service development efforts,
continuing to show improvements in Adjusted OIBD&\apercentage of revenue, managing working ceguitimaking certain its capital
expenditures are made primarily for activities tthia¢ctly generate revenue. The Company was allepay in full amounts borrowed under
the Senior Secured Credit Facility in 2003. Assute the Company does not have any significamtggpal amounts due on its outstanding debt
(excluding capitalized leases and mortgages) 88608 and can focus its efforts and resources owiggopcommunications revenue.

The Company’s information services business is eteg of two operating units: i jStructure, LLC and Software Spectrum, Ind.) (
Structure provides computer outsourcing servicelsraoognizes revenue in the period the serviceagiged. Software Spectrum is a global
reseller of business software. Software Spectesognizes revenue at the time the product is sHippé& accordance with the terms of the
licensing contracts. Sales under certain licenpimgrams permit Software Spectrum to recognize ardgrvice fee paid by the software
publisher as revenue. Software Spectrum has expedean increase in sales under this form of “hethsing program and management
expects further adoption of agency licensing progran the future. Accordingly, the Company mayexignce a significant decline in
information services revenue, but should also égpee a comparable decline in information serviges of revenue.

The software distribution and resale businessrig ¥empetitive with profitability largely dependempon rebates received from the software
publishers. The amount of rebates received fraptiblisher is tied directly to the value of softevgold for that publisher. These programs
vary from publisher to publisher, but typically ¢aim sales targets that are tiered so that Soft®8peetrum can earn higher rebates on
incremental sales above certain sales targetrrdtively, Software Spectrum may forfeit publishetyates if certain minimum sales target:
not achieved. As such, it is not uncommon forgafe resellers, including Software Spectrum, togsoftware at or below their cost in order
to attain the next sales target and thus earn higivates from software publishers. The contiragaption of the “net” revenue licensing
programs is expected to reduce the effect of verglmate programs over time.

In order to achieve a desired return on invest@italamanagement of the information services bessrfocuses on the Adjusted OIBDA and
operating cash flow metrics to assess the ovepaltadsing performance of the information servicesitess. Specifically, for th@ Structure
business, Adjusted OIBDA reflects the operatingiitssof the business and viewed in conjunction wibital expenditures required to support
existing and new customer contracts, provide mamageé visibility to the financial condition and opéing performance of the business. For
the Software Spectrum business, management foonsadjusted OIBDA and cash flow from operating witiés, including changes in
working capital accounts, to assess the finandiadlition and operating performance of the busin&sftware Spectrum’s working capital
requirements are determined primarily by changésiaccounts receivable and accounts payable tedarManagement is focusing its
attention on minimizing working capital requiremg&bly lowering its days sales outstanding througisisbent collection procedures.
Management expects working capital requirementth@iSoftware Spectrum business to decline inuhed as software publishers continu
adopt the “net” agency licensing model describealvab

Level 3, through its two 50% owned joint ventureface mines in Montana and Wyoming, sells coal grity through longterm contracts wit
public utilities. The longerm contracts for the delivery of coal establisé price, volume, and quality requirements of thel ¢o be deliverec
Revenue under these and other contracts is reagymiben coal is shipped to the customer.
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First Quarter 2004 vs. First Quarter 2003

Revenuefor the quarters ended March 31, is summarizedlisifs (dollars in millions):

Three Months Ended

March 31,
2004 2003
Communication: $ 38 % 70E
Information Service 494 50€
Coal Mining 16 16
$ 89¢ $ 1,227

Communicationsrevenue is classified into two categories, serviegsenue and reciprocal compensation. The Comfuather segregates
services revenue into three separate business lipitsansport & Infrastructure services (includipivate line, wavelength, transoceanic, dark
fiber and colocation services), 2) Softswitch segsi(including managed modem and voice servicad)3alP & Data services (including
Internet Protocol, data, DSL aggregation and sgcaeirvices). Revenue attributable to these basinaits are identified in the following tak

Three Months Ended

March 31,
2004 2003

Services

Transport and Infrastructu $ 12z % 42¢

Softswitch 141 152

IP & Data 103 83

Total Services Revent 36¢€ 664
Reciprocal Compensatic 23 41

Total Communications Reven $ 38¢ $ 70

Transport and Infrastructure revenue decreasedfisamtly in 2004 and is primarily attributable tive recognition of additional settlement and
termination revenue in 2003. For the three montited March 31, 2004 and 2003, the Company recog@zetal of $7 million and $326
million, respectively, of communications terminatiand settlement revenue. In 2003, an amendedatiRéement originally executed in 1998
with XO Communications resulted in Level 3 recogmiz$294 million of revenue that had previously téeferred, but did not result in any
cash benefit to the Company. Level 3 expectsdogeize termination and settlement revenue indh&é as customers desire to renegotiate
contracts or are required to terminate servicewéier, the Company is not able to estimate theevafuthese types of transactions until they
occur. Partially offsetting the decline in terntioa revenue were increases in private line, wagtle and colocation revenues. Softswitch
revenue in the first quarter of 2004 decreased@¥h the same period in 2003. The decline in Saftéwevenue is primarily due to price
declines in services provided to America Online atiter managed modem customers. Partially offggttie price declines was an increase in
usage. Voice revenue in the first quarter of 28@4 consistent with that of the first quarter 0020 The Company expects voice revenue to
increase in future periods as a result of the thtadion of new voice products in 2003 and 2004 & IPata revenue also increased 24% for the
three months ended March 31, 2004 compared tcetine period in 2003. Growth in DSL revenue, inceeasaffic from new and existing
customers and the inclusion of Genuity’s resultsaféull quarter, were partially offset by declinaghe prices for services provided.

Level 3’s largest managed modem customer, America Onlaeeijrfiormed the Company that it will reduce itsmaepurchases of fixed servi
ports for its U.S. dial-up network. America Onliwél reduce the number of ports it purchases flawmel 3 by approximately one-third
beginning in the third quarter of 2004. The pdotbe turned down represent approximately 15% etahal ports provided by Level 3 to its
customers as of March 31, 2004. In addition toptbit cancellation provisions, the contracts witinésica Online contain market-pricing
provisions which would have the effect of lowerimyenue. As a result of recent price concessimrsrierica Online, the market pricing
provisions for these contracts are not expectduttenforced until April 2005 for a portion of therts and January 2006 for the remaining
ports. The contract with America Online continueptovide pricing provisions whereby Level 3 isighted to provide America Online a
reduced price per port rate if Level 3 offers adhiarty better pricing for a lower volume of comgdale services. The Company expects
managed modem related revenue to continue to @eiclithe future primarily due to an increase intthenber of subscribers migrating to
broadband services and continued pricing pressureese declines are expected to be more gradiagrapared to reductions expected with
America Online in 2004, and generally in line watherall market subscriber and pricing declinesvel@ may mitigate this decline by
increasing traffic on its network and gaining markieare in the managed modem business.
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Reciprocal compensation revenue declined in 20@disaprimarily attributable to a decline in recipabcompensation rates. Certain
interconnection agreements with carriers have egpiin situations where interconnection agreemamsiot renewed, the Federal
Communications Commission (“FCC”) has stated thatgarties involved must follow FCC rules with resjpto reciprocal compensation for
traffic destined for ISPs. These rules may lithé amount of, and growth in, annual billable misytend may also require the use of FCC rates
with respect to ISP-bound traffic. The amountiiéble minutes allowed by the FCC has historicilben below those billed by the Company,
and the rates and compensation structure adoptdtedyCC may result in reduced per-minute-of-usepensation. To the extent that the
Company is unable to sign new interconnection ageses or signs new agreements containing lowes ratehere is a significant decline in

the Company’s managed modem dial-up business, GrétGtate regulations change such that carriera@irrequired to compensate other
carriers for terminating this type of call, recipab compensation revenue may decline significaniigr time.

Level 3 receives reciprocal compensation from ddichnumber of carriers and is currently negot@tirew interconnection agreements with
several of its primary reciprocal compensation @ugtrs. During these negotiations, Level 3 consroebill the customers at previously
contracted amounts, but is recognizing revenueeaFCC mandated rates. If the terms of the finatracts result in an interconnection rate
higher than the FCC rate, Level 3 will recognize ithcremental reciprocal compensation revenueaatitme.

Information servicesrevenue declined slightly from 2003 to 2004 angrimarily attributable to an increase in sales ursddtware publishes
new “net” licensing programs that result in onlgeavice fee being recognized as revenue, rathartttgaselling price of the software. Partially
offsetting this change, the information serviceibess continues to experience increased spendibgsiness software as part of increased
information technology spending broadly in the gdiStates that the Company and the IT industryrb&gaxperience in the fourth quarter of
2003. The software reseller industry is highlyseeel, with revenue and Adjusted OIBDA typicallyrigehigher in the second and fourth
quarters of the Company'’s fiscal year. Revenumfitoe Software Spectrum business decreased frof i$dBon in 2003 to $472 million in
2004. Software Spectrum has experienced an ineiaasles under Microsoft’'s 6.0 licensing prog@md similar programs offered by other
software publishers. Under these programs, neergrse-wide licensing arrangements will be pridatled and collected directly by the
software publishers. Software Spectrum will contita provide sales and support services relatéiete transactions and will earn a service
fee directly from publishers for these activiti€Ehe Company will recognize the service fee it iee®as revenue and not the entire value ¢
software under this program. Software SpectrumrdaEzbapproximately $10 million and $8 million oesmue attributable to these types of
contracts in 2004 and 2003, respectively. Theregtd selling price of the software sold underetegreements was $174 million and $144
million for the corresponding periods.

If Microsoft and the other publishers are succdsafimplementing these licensing programs, it wélsult in a significant decline in the amo
of information services revenue recognized by tben@any. The decline in revenue is not expectdtht@ a meaningful affect on operating
income (loss), as the Company should experiencgrasponding decline in cost of revenue.
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Revenue attributable {©) Structure’s business increased from $21 millio003 to $22 million, primarily as a result of thé &illion of
termination revenue recognized in 2004 from twa@uers, partially offset by the decision to windwothe systems integration business. In
the second quarter of 2003, the Company notifiedystems integration customers and employee# thatld honor its existing contracts.
However, once these contracts expired, the Compauyd no longer provide systems integration ses/icEhe existing contracts expired
primarily in the second and third quarters of 2003.

Coal mining revenue was flat at $16 million in the first quaié 2004 and 2003. Coal contracts with major eongrs include minimum
annual delivery commitments. The timing of theidsly of the coal during the year is largely depemtcbn the requirements of the customer.
The Company expects the customers to fulfill tieeintractual obligations in the second half of 2004.

Cost of Revenudor the first quarter 2004 was $543 million comphte $568 million for the first quarter 2003. Thiscrease is a result of the
migration of Genuity traffic to the Level 3 netwaakd costs associated with software sales. Owbattost of revenue for the communications
business, as a percentage of revenue, increaseficsigtly from 13% during the quarter ended MaBdh 2003 to 21% during the same period
of 2004. This increase is primarily attributablehe settlement and termination revenue recogrbgettie Company in the first quarter of 2003
for which there was no corresponding cost of reeentixcluding the effects of settlement and tertndmarevenue, the Company expects cost
of revenue, as a percentage of revenue, to inciedse second quarter of 2004 as a result of dditianal circuit costs related to the
Allegiance settlement and the costs associatedth&hCG acquisition. As the Company migratesl@®@ traffic during the second, third and
fourth quarters to the Level 3 network, the costeaenue, as a percentage of revenue, will detditevels experienced during the first quarter
of 2004. The incremental network expense assatiatih the Allegiance settlement is expected tdidedn the third and fourth quarters as
Level 3 migrates customer traffic to its network.

The cost of revenue for the information servicesitesses, as a percentage of its revenue, was®@litteffirst quarter of 2004 down slightly
from 92% in the same period in 2003. This decréasaéributable to an increase in sales under imms$ing programs implemented by
software publishers for which the cost of reversuminimal. Software Spectrum is very reliant onatek received from software publishers to
improve its operating results. In 2004 and 20@8tv&re Spectrum earned approximately $10 milliod $11 million, respectively, in rebates
which reduced cost of revenue. Cost of revenua,@rcentage of revenue, for the outsourcing legsirmproved as a result of the $4 million
of termination revenue for which there was no cspomding cost, and a decline in the costs attrildet# the systems integration business.

The cost of revenue for the coal mining businesshe three months ended March 31, 2004 approxuithig for the same period in 2003.

Depreciation and Amortization expenses for the quarter were $179 million, a 14¥ehse from the first quarter 2003 depreciatiah an
amortization expenses of $207 million. This decedagrimarily attributable to shorter-lived assetsoming fully depreciated in 2003 and
2004 partially offset by the depreciation and amation expense attributable to the tangible anahigible assets obtained in the Genuity
transaction, completed in February 2003, for adquBrter in 2004.

Selling, General and Administrativeexpenses were $235 million in the three months @iizrch 31, 2004, a 13% decrease from the first
quarter 2003 selling, general and administratiyeeases of $270 million. This decrease is primaxihgsult of the synergies realized from the
Genuity transaction in the second half of 2003 ab &s declines in non-cash compensation expenbe.acquisition of Genuity in February
2003, initially resulted in higher compensatiomjiiing and facilities expenses to the Company.olighout 2003, the Company was able to
incorporate much of Genuity’s operations into i&s#ng support infrastructure and thus was ablestiuce the incremental workforce and
dispose of excess facilities. Declines in adviegi®nd marketing expenses also contributed taéeéine in selling, general and administrative
expenses for the three months ended March 31, 20€ldded in operating expenses for the three nwetided March 31, 2004 and 2003, v
$9 million and $23 million,
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respectively, of stockased compensation and professional expenses izedgmder SFAS No. 123 related to grants of stgtlons, warran
and other stock-based compensation programs. @treake in stock-based compensation expenseilimithie to the decline in the fair value
of grants distributed to eligible employees.

Stock-based compensation expenses would incredke gecond half of 2004 if the Company’s stockbrddapprove a proposal at the
Company’s 2004 annual meeting in May for the reston of additional shares of common stock under@Gbmpany’s 1995 Stock Plan. If the
proposal is approved, the Company expects to naaed grants under its stock-based compensatigrars as compared to grants made
since August 2002, which would result in additiostlick-based compensation expenses. The Compaegtsyother selling, general and
administrative expenses to increase in the secoadey as a result of the costs associated witingld sales, marketing and advertising
activities.

Restructuring Chargeswere $2 million in the first quarter of 2004 as 8@fre Spectrum continued the consolidation of itsofgean
operations. Restructuring charges of $11 milliothie first quarter of 2003 are primarily attribbigto the integration of Genuity’s operations
with those of Level 3 and workforce reductionstie Company’s European communications business.

Adjusted OIBDA , as defined by the Company, consists of incomssjlérom operations before (1) depreciation andrtimadion expense, (2)
stock-based compensation expense included withlinggegeneral and administrative expenses on tmesaclidated condensed statements of
operations and (3) non-cash impairment costs imdwdithin restructuring and impairment expensesherconsolidated condensed statements
of operations. The Company excludes stock basegbensation due to its adoption of the expense réttog provisions of SFAS No. 123.
Adjusted OIBDA is an important part of the Companyiternal reporting and is an indicator of prdfitdy and operating performance used by
the chief operating decision maker or decision mgkjroup, especially in a capital-intensive indgstich as telecommunications. It is also a
commonly used indicator in the communications itgu® analyze companies on the basis of operg@rprmance over time. Adjusted
OIBDA is not intended to represent net income @hdéow for the periods presented, is not calcdlatensistently with the commonly used
metric “EBITDA”, and is not recognized under Gerlgréaccepted Accounting Principles but is used bgnmagement to assess segment results
and allocate resources.

Adjusted OIBDA for the communications business dased to $116 million in the first quarter of 20@m $396 million for the same period
in 2003. This decrease was predominantly dueg@#26 million of termination and settlement revenecognized by the Company in the 1
quarter of 2003 versus $7 million in 2004. Decesas cost of revenue and operating expenses i gagially offset the decline in
termination revenue. Adjusted OIBDA is expectedéaline in the second quarter of 2004 as a restiite increase in cost of revenue and
operating expenses described above.

The operations of the information services busimesslted in Adjusted OIBDA of $11 million for thleree months ended March 31, 2004
versus $3 million for the same period in 2003. nii@ation revenue of $4 million recognized (yStructure’s outsourcing business and the
benefits of the restructuring activities for bdthStructure and Software Spectrum resulted in theongd results.

Adjusted OIBDA for the Company'’s coal and otherihasses for the three months ending March 31, 2894 consistent with the results for
the same period in 2003.

Interest Incomewas $3 million for the first quarter of 2004 comgéuto $5 million in the same period in 2003. Therdase is primarily
attributable to a reduction in the weighted averaggrest rate earned on cash balances and a eétlihe average cash balance.

Interest Expense, netlecreased by $13 million to $127 million during fhist quarter of 2004. Interest expense decrepsethrily as a resu
of the repayment of the $1.125 billion Senior Sedu€redit Facility during the fourth quarter of 308nd the conversion of $500 million of
Junior Convertible Subordinated Notes into LevebBimon stock. This decrease was partially offgehb issuance of
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$374 million of 2.875% Convertible Senior Notes @040 in the second quarter of 2003 and the issuahthe $500 million of 10.75% Senior
Notes due 2011 in the fourth quarter of 2C

Other, net decreased to a gain of $38 million in the firstgeiaof 2004 from a gain of $74 million in the figuarter of 2003. In the first
quarter of 2003, the Company realized a gain of@ifllon from the sale of “91 Express Lanes” to doa~or the first quarter of 2004, the
Company realized a gain of $23 million on the sdl€ommonwealth Telephone common stock and $8anilfiom gains on sale of
communications assets.

Income Tax Expensdor the first quarter of 2004 was $1 million comgéuito zero for the same period in 2003. The expé@nattributable to
state income taxes for the coal business and fojargsdictions of the Software Spectrum business.

Cumulative Effect of Change in Accounting Principleof $5 million resulted from the adoption of SFAS.Nd@3 as of January 1, 2003. The
$5 million reflects the net change in accrued maelgon liability attributable to the Company’s caglerations.

Financial Condition—March 31, 2004

Cash flows provided by (used in) continuing operadifor the three months ended March 31 are asafsl{dollars in millions):

Three Months Ended

March 31,
2004 2003
Communications* $ 35 $ (95)
Information Services (18 (12
Other (9) (4)
Total $ 8 $ (113

** Includes interest expense, net of interest ineom

The increase in operating cash flows for the conipations business was attributable to improved ajpay results and reduced use of cash for
accounts receivable in 2004. The Compamgntractual terms and conditions permit Leved Bill the customer at the beginning of the ser
period. The vast majority of customer contractsuéegl in the Genuity transaction require billingsbe made at the end of the service peria

in arrears. As a result, the receivables for trarunications business increased significantly atdid 31, 2003 as compared to the receivable
balance at December 31, 2002. Accounts receifabkae communications business did not changafsigntly during the first quarter of

2004.

For the information services business, unfavorflbi#uations in working capital related to changeaccounts receivable and accounts pay
were partially offset by improvements in operatiegults. Specifically, the change in working capiior the first quarter of 2004 was a use of
approximately $31 million in cash versus a usepgiraximately $18 million in cash during the firsiagter of 2003.

The decline in operating cash flows for the othgsibesses is primarily attributable to the paynudrstate tax obligations in 2004 for which
liabilities had previously been recorded.

Investing activities include $41 million and $9 hoih of proceeds from the sale of Commonwealth fletme and property, plant and
equipment, respectively, in the first quarter 0020 In addition, the Company was able to redusesistricted securities by approximately $25
million during the first quarter of 2004. Thesaismes were offset by capital expenditures attribletéo the communications business of $52
million. For the first three months of 2003 Le@alised $143 million to purchase substantially all

28




the assets of Genuity and $25 million for capitqgdenditures. The Company also received cash pdscafeb46 million from the sale of th&1
Express Lanes” and $16 million from the sale ofperty, plant, equipment and other assets.

Financing activities in 2004 and 2003 consistechprily of $1 million of payments for its GMAC commuogal mortgage and other debt
obligations.

During the second quarter of 2004, the Company @sge reduce its capital lease obligations by exiprately $245 million as a result of
principal payments and the termination of its agreet with Allegiance.

Liquidity and Capital Resources

The Company provides a broad range of integratethuanications services as a facilities-based pro\(ithat is, a provider that owns or leases
a substantial portion of the property, plant andiggent necessary to provide its services). The@my has created, through a combination
of construction, purchase and, to a lesser extesmsing of facilities and other assets, an advarinéetnational, end-to-end, facilities-based
communications network. The Company has desigatkiwork based on optical and Internet Protaathimologies in order to leverage the
efficiencies of these technologies to provide loa@st communications services.

The further development of the communications kessrwill continue to require significant expendigirincluding new service development
costs. These expenditures may result in negapeeating cash flow and net operating losses foCtbempany in the near future. The
Company’s expenditures will be primarily attribu&lbo operating expenses, capital expendituresraatest payments. The Company expects
base capital expenditures (capital required to kkemetwork operating efficiently) to be approxteig $100 million in 2004. The majority of
the Company’s ongoing capital expenditures are eegeto be success-based, which are tied to increinevenue. The Company expects
success-based capital expenditures to incread#ih & a result of new government contracts award2d03. In 2004, the Company expects
to pay in cash, based on debt levels at March @34 2nd expected reductions in debt levels in lgti@rters, $406 million of interest expense.

Level 3 has approximately $1.161 billion of cashhamd at March 31, 2004. Based on informationlalks at this time, management of the
Company believes that the Company’s current liquidnd anticipated future cash flows from operatiaiill be sufficient to fund its business.

The Company estimates that its current liquiditg aash flows provided by operating activities Wil sufficient to operate the business and
will not require additional sources of financinGash flows from operating activities will fluctuate2004 and will be a function of revenue
growth from existing and new services, the Companyanagement of network, selling, general and adtrative, and capital expenditures
and expected improvements in the operating perfoceaf Software Spectrum due to the restructurffayte made in 2003. The Company’s
previous debt and equity offerings have given tbex@any the ability to develop its business. Howgifedditional investment opportunities
should present themselves, the Company may bereeljiai secure additional financing in the futuhe.order to pursue these possible
opportunities and provide additional flexibility tond its business the Company, in January 20@&d & “universal’'shelf registration stateme
for an additional $3 billion of common stock, preéal stock, debt securities, warrants, stock pusetsgreements and depository shares. The
remaining availability under this registration staent and under a previously existing registrasimtement would allow Level 3 to offer an
aggregate of up to $2.3 billion of additional sétes to fund its business, although there candassurance that the Company could raise sucl
amounts on acceptable terms or at the time tharignd necessary.

In addition to raising capital through the debt aqdity markets, the Company may sell or disposexigting businesses, investments or other
non-core assets to fund portions of the business. pin 2004,
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the Company completed the sale of its remainingtg@osition in Commonwealth Telephone for approately $41 million. In addition, the
Company has announced that it will seek to sedlulnlease excess real estate and may enter intteaaéhack transactions for required
communications facilities. In 2003, Level 3 waseao generate approximately $35 million of casinirthese types of transactions. With the
sale of Commonwealth Telephone shares, MFON addjinréhe Genuity transaction and certain real edtansactions in 2003, management
believes that the Company has now sold the sulistamjority of its valuable non-core assets.

The Company may not be successful in producingcserfit cash flow, raising sufficient debt or equigpital on terms that it will consider
acceptable, or selling or leasing fiber optic céyamr access to its conduits. In addition, pratefom dispositions of the Company’s assets
may not reflect the assets’ intrinsic values. Rertexpenses may exceed the Compaagtimates and the financing needed may be highe
estimated. Failure to generate sufficient fundy neguire the Company to delay or abandon somis dfifure expansion or expenditures,
which could have a material adverse effect ontiy@ementation of the business plan and could ré@saltditional impairment charges on
communications assets.

In connection with the implementation of the Comygarusiness, management continues to review ttstimg businesses to determine how
those businesses will assist with the Company’agamn delivery of communications and informatiorvies and reaching financial
objectives. To the extent that certain busineasesot considered to be compatible with the dglieé communication and information
services or with obtaining these financial objegsivthe Company may exit those businesses. tisisilple that the decision to exit these
businesses could result in the Company not recogdts investment in the businesses and, in thasesca significant charge to earnings could
result.

Level 3 is aware that the various issuances daflitstanding senior notes, senior discount notesandertible subordinated notes may trade at
discounts to their respective face or accreted autsoln order to continue to reduce future caséregt payments, as well as future amounts

at maturity, Level 3 or its affiliates may, fronme to time, purchase these outstanding debt siesufitr cash or exchange shares of Level 3
common stock for these outstanding debt secuptiesuant to the exemption provided by Section Sfa){ the Securities Act of 1933, as
amended, in open market or privately negotiateastiations. Level 3 will evaluate any such transaetin light of then existing market
conditions and the possible dilutive effect to simiders. The amounts involved in any such traimagtindividually or in the aggregate, may
be material.

In April 2004, Level 3 and Allegiance agreed torérate an agreement whereby Level 3 leased mamagddm ports from Allegiance. Level
3 recorded this agreement as a capital lease arfbeh million paid to terminate the contract im#figantly below the carrying value of the
obligation and related assets.

Current economic conditions of the telecommunicegiand information services industry, combined wiel 3's financial position and
significant liquidity, have created potential opjpmities for Level 3 to acquire companies or porsi@f companies at attractive prices in
addition to the ICG Communications transaction dbed below. Level 3 continues to evaluate thgggoaunities and could make additional
acquisitions in 2004.

On April 1, 2004, the Company acquired the wholeskidl access contracts of ICG Communications,drigenver-based communications
company. The Company paid approximately $35 mmlliocash for these contracts, which provide dfalaternet access to various large
customers and other leading ISPs. The purchase igrgubject to post-closing adjustments, but tlaaestments are not expected to be
material. Level 3 expects the acquisition to adalemental revenue of approximately $35 million @02. Level 3 plans to migrate a majority
of ICG’s customer traffic onto its own network iastructure over the course of the next two quarters
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Level 3 is subject to market risks arising frommdpas in interest rates and foreign exchange ragsf March 31, 2004, the Company had
borrowed $118 million under a commercial mortgagenounts drawn on the debt instrument bear intexete alternate base rate or LIBOR
rate plus an applicable margin. As the alternatebate and LIBOR rate fluctuate, so too willititerest expense on amounts borrowed under
the mortgage. The interest rate on the remainimigvie rate instrument of $118 million at March 2004, was approximately 3.60%. A
hypothetical increase in the variable portion @& ¥eighted average rate by 1% (i.e. a weightedaaeerate of 4.60%) would increase annual
interest expense of the Company by approximatelg #illion. At March 31, 2004, the Company had $5h#llion of fixed rate debt bearing a
weighted average interest rate of 9.4%. A dedfiriaterest rates in the future will not benefietGompany due to the terms and conditions of
the loan agreements that require the Company torecbpse the debt at specified premiums. The Coynbas been able to reduce its exposure
to interest rate risk by acquiring certain outstagdndebtedness in exchange for shares of comtoak and cash.

The Company'’s business plan includes operatingeadmmunications network and information servicesifiess in Europe. As of March 31,
2004, the Company had invested significant amooftsipital in the region for its communications ingss. The Company issued €800
million (€425 million outstanding at March 31, 2004 Senior Euro Notes in February 2000 as an emdénbedge against its net investment in
its European subsidiaries at the time. As of M&th2004, the Company held only enough foreigrodenated currency to fund its immedi
working capital obligations and interest paymenmtste Euro denominated debt for the next 12 monifftse Company has not made significant
use of financial instruments to minimize its expesto foreign currency fluctuations. Foreign exa@nate fluctuations in 2004 have not had a
material effect on Level 8'results of operations and financial position. Toenpany continues to analyze risk managementegiest to reduc
foreign currency exchange risk.

The change in interest rates is based on hypo#hetiovements and is not necessarily indicativédnefactual results that may occur. Future
earnings and losses will be affected by actualdiaitons in interest rates and foreign currencgsat

Iltem 4 . Controls and Procedures

(a) Disclosure controls and procedures. The Companys Chief Executive Officer and Chief Financial Offichave evaluated the effectivenes
the Company'’s disclosure controls and procedures Bkarch 31, 2004. Based upon such review, thiefGttxecutive Officer and Chief
Financial Officer have concluded that the Compagistrols and procedures are effective and argdedito ensure that information required
to be disclosed by the Company in the reportseis for submits under the Securities Exchange A&B8#, as amended, and the rules there
under, is recorded, processed, summarized andteepeithin the time periods specified in the Consitg’s rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertf@aiation required to be disclosed by an
issuer in reports it files or submits under theusiies Exchange Act is accumulated and communiciehe Company’s management,
including its principal executive officer and pripal financial officer, as appropriate to allow &y decisions regarding required disclosure.

(b) Internal controls. There was no change in Levek3hternal controls over financial reporting thatvd occurred during the first quarter 2!
that has materially affected or is reasonably yikelmaterially affect, Level 3's internal contraser financial reporting.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
PART Il - OTHER INFORMATION
Item 6 . Exhibits and Reports on Form 8-K
(a) (a) Exhibits filed as part of théport are listed below.
31.1 Rule 13a-14(a)/15d-14(a) Certificatidrihe Chief Executive Officer
31.2 Rule 13a-14(a)/15d-14(a) Certificatodrthe Chief Financial Officer

321 Certification of Chief Executive Offrceursuant to 18 U.S.C. Section 1350, as adoptexslpat to Section 906 of the Sarbanes-
Oxley Act of 2002.

32.2 Certification of Chief Financial Officpursuant to 18 U.S.C. Section 1350, as adoptesupat to Section 906 of the Sarbanes-
Oxley Act of 2002.

(b) On March 5, 2004, the Company filed ar€otr Report on Form 8-K/A-3 amending the Currenpdteon Form 8-K/A dated April 21,
2003 related to the acquisition of substantiallyofthe assets, and the assumption of certaihefiabilities of Genuity Inc.

On March 5, 2004, the Company filed a Current Repor-orm 8-K/A-4 amending the Current Report omfir8-K/A-2 dated June 18,
2003 related to the acquisition of substantiallyofthe assets, and the assumption of certaihefiabilities of Genuity Inc.
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SIGNATURES

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

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 10, 200 /sl Eric J. Mortense
Eric J. Mortense!
Senior Vice President, Controll
and Principal Accounting Office
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Exhibit 31.1

CERTIFICATIONS*

I, James Q. Crowe, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 16fQevel 3 Communications, Inc.;

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

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5%¢r the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttnilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos tias materially affected, or is
reasonably likely to materially affect, the registr's internal control over financial reporting;dan

The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluetiimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regidfgaability to record _process, summarize and report financial informaton

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

Date: May 10, 2004

/s/ 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 Quarterly Report on Form 16fQevel 3 Communications, Inc.;

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

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5%¢r the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttnilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos tias materially affected, or is
reasonably likely to materially affect, the registr's internal control over financial reporting;dan

The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluetiimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisgfeaability to record, process, summarize and refioancial information; and

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

Date: May 10, 2004

/s/ Sunit S. Pate

Sunit S. Pate
Chief Financial Office!

Provide a separate certification for each princgadcutive 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 Quarterly Report of LeveaC8mmunications, Inc. (the “Company”) on Form 104D the three months ended
March 31, 2004 as filed with the Securities andHaxge Commission on the date hereof (the “Repdrtdames Q. Crowe, Chief Executive
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requirensenf section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finarmaldition and results of operations of the
Company.

/s/ James Q. Crow
James Q. Crow

Chief Executive Office
May 10, 2004




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 Quarterly Report of LeveaC8mmunications, Inc. (the “Company”) on Form 104D the three months ended
March 31, 2004 as filed with the Securities andHaxge Commission on the date hereof (the “Repdrt9unit S. Patel, Chief Financial
Officer of the Company, certify, pursuant to 18 IS8 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that:

(1) The Report fully complies with the requirensenf section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finarmaldition and results of operations of the
Company.

/s Sunit S. Pate

Sunit S. Pate

Chief Financial Office!
May 10, 2004




