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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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(Mark One)
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EXCHANGE ACT OF 1934
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or
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EXCHANGE ACT OF 1934
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(Registrant’s telephone number,
including area code)
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(2) has been subject to such filing requirementste past 90 days. Y& No[O

Indicate by check mark whether the registrantleege accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See definitions of “large acakd filer,” “accelerated filer,” and “smaller r@ping company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated file(x] Accelerated filerd
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Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act). Yesdd  No
The number of shares outstanding of each cladsedksuer’'s common stock, as of April 30, 2008:

Common Stock:1,551,921,333 shares




Item 1.

Iltem 2.
Iltem 3.

Iltem 4.

Iltem 1A.
Iltem 6.

Signature:

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Part |- Financial Informatior
Financial Statement
Consolidated Statements of Operati
Consolidated Balance She:
Consolidated Statements of Cash Fl
Consolidated Statement of Changes in Stockhc Equity
Consolidated Statements of Comprehensive
Supplementary Stockholde Equity Information
Notes to Consolidated Financial Stateme
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Quantitative and Qualitative Disclosures about MafRisk
Controls and Procedur:

Part II- Other Informatior

Risk Factors

Exhibits

Certifications

o~N~NOODWN

3C

43

44

44

46

47




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

(unaudited)
Three Months Ended
March 31,
(dollars in millions, except share and per share da) 2008 2007
Revenue
Communication: $ 1,066 $ 1,031
Coal mining 26 19
Total revenue 1,092 1,05¢
Costs and Expenses (exclusive of depreciation amattezation shown separately belo
Cost of revenue
Communication: 45¢ 45C
Coal mining 16 16
Total cost of revenue 47¢ 46€
Depreciation and amortizatic 24C 221
Selling, general and administrati 422 44C
Restructuring and impairment char 7 4
Total costs and expenses 1,14« 1,131
Operating Los: (52) (75)
Other Income (Expense
Interest incomt 6 21
Interest expens (135) (165)
Loss on early extinguishment of debt, — (427)
Other, net 3 1
Total other income (expens (126) (570
Loss Before Income Taxes (17¢) (64%)
Income Tax Expense (3) (2)
Net Loss $ (181 $ (647)
Total Number of Weighted Average Common Sharest@utisng used to Compute Basic and Dilu
Loss Per Share (in thousan 1,541,87. 1,469,16:
Loss Per Share of Common Sto
Basic and Diluted $ (0.12) $ (0.49

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

March 31, December 31,
(dollars in millions, except share and per share da) 2008 2007
(unaudited)

Assets
Current Assets

Cash and cash equivale $ 53: $ 714

Marketable securitie 7 9

Restricted cash and securit 8 10

Receivables, less allowances of $22 and $20, régphc 41€ 39t

Other 11C 88
Total Current Asset 1,07¢ 1,21¢
Property, Plant and Equipment, 1| 6,61¢ 6,66¢
Restricted Cash and Securit 11¢ 117
Goodwill 1,42: 1,421
Other Intangibles, ne 65€ 68C
Other Assets, ne 131 142
Total Assets $ 10,01¢ $ 10,24t
Liabilities and Stockholde’ Equity
Current Liabilities:

Accounts payabl $ 346 $ 39€

Current portion of lon-term debt 7 32

Accrued payroll and employee bene 73 97

Accrued interes 11t 12¢

Current portion of deferred reven 161 16€

Other 12¢ 13¢
Total Current Liabilities 831 95¢€
Long-Term Debt, less current portit 6,831 6,832
Deferred Revenue, less current pori 757 763
Other Liabilities 662 622
Total Liabilities 9,081 9,17¢
Commitments and Contingenci
Stockholder Equity:

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

Common stock, $.01 par value, authorized 2,2500@0@shares: 1,548,059,528 issued

outstanding in 2008 and 1,537,862,685 issued atslamuling in 200° 15 15

Additional paic-in capital 11,04 11,00¢

Accumulated other comprehensive inca 112 104

Accumulated deficit (10,239 (10,059
Total Stockholder Equity 93¢ 1,07(C
Total Liabilities and Stockholders’ Equity $ 10,01¢ $ 10,24¢

See accompanying notes to consolidated financissents.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(unaudited)
Three Months Ended
March 31,
(dollars in millions) 2008 2007
Cash Flows from Operating Activitie
Net loss (181 $ (647)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 24C 221
Gain on sale of property, plant and equipment @hdrasset (D) (D)
Non-cash compensation expense attributable to stockda 23 24
Loss on debt extinguishment, t — 427
Amortization of debt issuance co: 4 4
Accreted interest on lo-term debt discour — 9
Accrued interest on loi-term debi (14) (48)
Change in working capital items net of amounts aegu
Receivable: (20 (35
Other current asse (22 (18)
Payable: (52 (13
Deferred revenu ()] 38
Other current liabilitie: (15 (53
Other, ne 8 (1)
Net Cash Used in Operating Activiti 47 (99
Cash Flows from Investing Activitie
Capital expenditure (119) (155)
Proceeds from sale of property, plant and equipn@t other asse 2 2
Proceeds from sales and maturities of marketalolergies — 28C
Decrease in restricted cash and securities — 16
Acquisitions, net of cash acquir — (62€)
Net Cash Used in Investing Activiti (111) (489

(continued)

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

Three Months Ended
March 31,
(dollars in millions) 2008 2007

Cash Flows from Financing Activitie
Payments and repurchases of l-term debt $ (26) $ (2,617

Long-term debt borrowings, net of issuance ci 2,362

Proceeds from warrants and st-based equity plar — 23
Net Cash Used in Financing Activiti (26) (22€)
Effect of Exchange Rates on Cash and Cash Equigalen 3 5
Net Change in Cash and Cash Equival (181) (797)
Cash and Cash Equivalents at Beginning of Pe 714 1,681
Cash and Cash Equivalents at End of Pe $ 53: $ 884
Supplemental Disclosure of Cash Flow Informati

Cash interest pai $ 145 $ 20C

Income taxes pai — 1
Noncash Investing and Financing Activitir

Common stock issued for acquisiti $ — 3 692

Equity issued to retire de — 87¢

Long-term debt retired by conversion to eqt — 70z

See accompanying notes to consolidated financigstents.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statement of Changes in StockholderEquity
For the three months ended March 31, 2008

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

(dollars in millions) Stock Capital Income Deficit Total
Balances at December 31, 2( $ 15 $ 11,00¢ $ 104 $ (10,059 $ 1,07(C
Common Stock

Stock plan grant — 31 — — 31

401(k) plan — 10 — — 1C
Net Loss — — — (181 (181
Other Comprehensive Income — — 8 — 8
Balances at March 31, 2008 $ 15 $ 11,048 $ 11z $ (10,239 $ 93¢

See accompanying notes to consolidated financisents.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Loss

(unaudited)
Three Months Ended
March 31,
(dollars in millions) 2008 2007
Net Loss $ (181 $ (647)
Other Comprehensive Income (Loss) Before T
Foreign currenc 51 64
Unrealized depreciation of availa-for-sale investmer 2 —
Unrealized appreciation (depreciation) of interase swap: (42 1
Other, net 1 5
Other Comprehensive Income Before Income Ti 8 70
Income Tax Benefit Related to Items of Other Corhpresive Incom: — —
Other Comprehensive Income, Net of Income Tz 8 70
Comprehensive Los $ a73) $ (577)
Supplementary Stockholders’ Equity Information
(unaudited)
Unrealized
Net Foreign Depreciation of
Currency Investment and
Translation Interest Rate
(dollars in millions) Adjustment Swaps Other Total
Accumulated Other Comprehensive Income (Lc
Balance at December 31, 2C $ 16C $ (30) $ 26) $ 104
Change 51 (44) 1 8
Balance at March 31, 2008 $ 211 % (79 $ (25 $ 112

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

(1) Summary of Significant Accounting Policies

The consolidated financial statements include to®ants of Level 3 Communications, Inc. and subsiés (the “Company” or “Level 3") in
which it has control, which are enterprises prifyagngaged in the communications and coal minirgjrimsses. Fifty-percent-owned mining
joint ventures are consolidated on a pro rata badlisignificant intercompany accounts and tranigsrs have been eliminate

The Company acquired Broadwing Corporation (“Broajt) and the Content Delivery Network servicesihass (“CDN Business”) of
SAVVIS, Inc. in January 2007; and Servecast Lim{{&ervecast”) in July 2007. The results of openasi, cash flows and financial position
attributable to these acquisitions are includethenconsolidated financial statements from theaetye dates of their acquisition (See Note 2).

On December 19, 2007, Level 3 announced that irbached a definitive agreement to sell the adsiegidistribution business of Vyvx, LLC
(“Vyvx Ads”) to DG FastChannel, Inc. for $129 mdh in cash. The sale is expected to close in tbensbquarter of 2008 subject to regulatory
approval. The results of operations for the VywsAusiness are included in continuing operatioo® fwhen it was acquired as part of the
WilTel Communications Group, LLC (“WilTel”) transdon in December 2005. The pending disposal oMex Ads business does not meet
the criteria under SFAS No. 144 for presentatiodissontinued operations since the business isortidered an asset group as defined in
Statement of Financial Accounting Standard (“SFAS8) 144, “Accounting for the Impairment or DispbsflLong-Lived Assets” (“SFAS

No. 144").

The consolidated balance sheet of Level 3 at Deeeib, 2007 has been audited. All other finandetesnents contained herein are unaudited
and, in the opinion of management, contain all stdfients (consisting only of normal recurring actsuaecessary for a fair presentation of
financial position, results of operations and cislvs for the periods presented. The accompanyivapdited consolidated financial statements
have been prepared in accordance with accountingiples generally accepted in the United Stat€&A\AP”) and with the instructions to

Form 10-Q and Article 10 of Regulation S-X for inte financial information. Accordingly, these statents do not include all of the
information and notes required for complete finahstatements.

The Company’s accounting policies and certain otliezlosures are set forth in the notes to the@aleted financial statements contained in
the Company’s Form 10-K for the year ended DecerBbeP007. These financial statements should tekireeonjunction with the Compars/’
audited consolidated financial statements and rthereto. The preparation of the consolidated firerstatements in conformity with
accounting principles generally accepted in theté¢hStates requires management to make estimademsanmptions that affect the reported
amount of assets and liabilities, disclosure ofticyent assets and liabilities and the reporteduarof revenue and expenses during the
reported period. Actual results could differ fronese estimates.

The results of operations for the three months @émdiarch 31, 2008 are not necessarily indicativehefresults expected for the full year 2008.
Recently I ssued Accounting Pronouncements

The significant accounting policies set forth intdl@ to the consolidated financial statements é@bmpany’s Form 10-K for the year ended
December 31, 2007 appropriately present, in alenegtrespects, the current status of the Compasigtsficant accounting policies, and are
incorporated herein by reference.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS No. 157”), whichides fair value, establishes a
framework for measuring fair value in generallyemed accounting principles, and expands disclssaiveut fair value measurements. SFAS
No. 157 does not require any new fair value measeangs, but provides guidance on how to measure/dire by providing a fair valu
hierarchy used to classify the source of the infiiam. This statement is effective for fiscal yebeginning after November 15, 2007 and
interim periods within that fiscal year. The adoptiof SFAS No. 157 did not have a material effectiee Company’s consolidated results of
operations or financial condition upon adoptionJanuary 1, 2008.




On February 15, 2007, the FASB issued SFAS No. ‘TH% Fair Value Option for Financial Assets anddficial Liabilities - Including an
Amendment of FASB Statement No. 115" (“SFAS No. )59 his standard permits an entity to choose to measany financial instruments
and certain other items at fair value. Most of phevisions in SFAS No. 159 are elective; howeues,amendment to FASB Statement No. :
“Accounting for Certain Investments in Debt and Eg&$ecurities,” applies to all entities with aable-for-sale and trading securities. The
FASB'’s stated objective in issuing this standardsigollows: “to improve financial reporting by piding entities with the opportunity to
mitigate volatility in reported earnings causedngasuring related assets and liabilities diffegewithout having to apply complex hedge
accounting provisions.” The fair value option éditthed by SFAS No. 159 permits all entities toat®to measure eligible items at fair value
at specified election dates. A business entity rejtlort unrealized gains and losses on items faclwtine fair value option has been elected in
earnings at each subsequent reporting date. SFA%3%as effective for fiscal years beginning afavember 15, 2007. The Company has
assessed whether fair value accounting is apptegdaany of its eligible items and has conclutieat it will not elect to use fair value
accounting for any of these items. As a resultatth@ption of SFAS No. 159 did not have an effecttenCompany’s consolidated results of
operations or financial condition upon adoptionJanuary 1, 2008.

In December 2007, the FASB issued SFAS No. 141i§Re\2007), “Business Combinations” (“SFAS No. 131Rhich replaces SFAS

No. 141,“Business Combinations.” SFAS No 141R retains theeulying concepts of SFAS No. 141 in that an grigirequired to recognize
the assets acquired, liabilities assumed, conthctintingencies, and contingent consideratioheit fair value on the acquisition date. SFAS
No. 141R will change the accounting treatment mtain specific acquisition related items includifly expensing acquisition related cost:
incurred; (2) expensing changes in deferred tagtagduation allowances and income tax uncertarafeer the acquisition date; (3) valuing
noncontrolling interests at fair value at the asdigin date; and (4) expensing restructuring castociated with an acquired business. SFAS
No. 141R also includes a substantial number of disalosure requirements. SFAS No. 141R is to bdiepprospectively to busine
combinations for which the acquisition date is oafber January 1, 2009.

In March 2008, the FASB issued Statement No. 1Bisclosures about Derivative Instruments and Hegldiativities an amendment of FASB
Statement No. 133" (“SFAS No. 161") SFAS No. 161 requires disclosures of how and argntity uses derivative instruments, how
derivative instruments and related hedged itemsaeeeunted for and how derivative instruments @tated hedged items affect an entity’s
financial position, financial performance, and cfstvs. SFAS No. 161 is effective for fiscal yedegginning after November 15, 2008, with
early adoption permitted.

On May 9, 2008, the FASB issued FASB Staff Posi{ist8P”) APB 14-a, “Accounting for Convertible Delmistruments That May Be Settled
in Cash Upon Conversion (Including Partial Cashi&aent)” (“FSP APB 14-a"). FSP APB 14-a requiigsuers of a certain type of
convertible debt to separately account for the debtequity components of the convertible debtwas that reflects the issuer’s borrowing
rate at the date of issuance for similar debt imsénts without the conversion feature. FSP APE Bpplies to certain of the Company’s
convertible debt. FSP APB 14-a is effective fovéle3 beginning on January 1, 2009 and will be igppletrospectively to all periods that will
be presented in the Company’s consolidated findstadements for the year ending December 31, 28@8ough the Company is continuing
to evaluate the impact of FSP APB 14-a, it is elgubthat the adoption of FSP APB 14-a will sigrafitly increase its non-cash interest
expense and reduce basic and diluted earning$hpeg.s

(2) Acquisitions

Servecast Acquisition: In July 2007, Level 3 completed the acquisitiorBefvecast Limited, a Dublin, Ireland based provifdive and on-
demand video management and streaming servicésdadband and mobile platforms. Level 3 paid apipnately €34 million, or $46 million,
in cash, including $1 million of transaction codtscomplete the acquisition of Servecast.

CDN Business Acquisition : In January 2007, Level 3 completed the acquisibibthe Content Delivery Network services businafss
SAVVIS, Inc. Level 3 paid $133 million in cash (Inding transaction costs) to acquire the assetiseo€DN Business, including network
elements, customer contracts and intellectual ptppsed in the CDN Business. The purchase pricesmasequently increased by less tha
million for working capital and other contractuahtters. The Company paid this adjustment in A@02

Broadwing Acquisition : In January 2007, Level 3 acquired Broadwing Corponaa publicly held provider of optical network
communications services. Under the terms of thegaremgreement dated October 16, 2006, Level 3§&iB of cash plus 1.3411 shares of
Level 3 common stock for each share of Broadwingmoon stock outstanding at closing. In total, Le¥@laid approximately $753 million of
cash, including $9 million of transaction costs] ésued approximately 123 million shares of thenfany’s common stock, valued at $688
million. As part of the Broadwing acquisition, apgimately 3.8 million previously issued Broadwingmants (valued at approximately $4
million) became exercisable for approximately 5illiom shares of Level 3 common stock. In the setqoarter of 2007, the Company
subsequently reduced the total consideration pa4million for insurance proceeds received ineJAA07 that related to the settlement of an
insurance claim that occurred prior to the acgoisitin the fourth quarter of 2007, the Companyuimed additional transaction costs of $2
million related to the transaction.

In connection with the acquisition of Broadwinge tBompany guaranteed $180 million in aggregatecjpéh amount of Broadwing
Corporation’s 3.125% Convertible Senior Debentuales 2026 (the “Broadwing Debentures”) and the tatisn included $24 million in
capital lease obligations related primarily to anméiber IRU agreement. As of February 16, 200, holders of $179 million in aggregate
principal amount of the Broadwing Debentures cotacktheir Broadwing Debentures into a total of lilfiom shares of Level 3 common stock
and approximately $105 million in cash




pursuant to the terms of the indenture governiegBtoadwing Debentures and the agreement wherelsl Beacquired Broadwing. The
remaining $1 million in aggregate principal amoahthe Broadwing Debentures was repurchased bydBvivey at 100% of par as required by
the indenture governing the Broadwing Debentures.

Pro Forma Financial Information
The pro forma statement of operations that summsitize combined results of operations of Level@tar acquired businesses, on a pro
forma basis, as though the companies acquireddii B&d been combined as of the beginning of 2088, vet materially different than actual

results in the first quarter of 2007.

The fair value of the assets acquired and theliligsiassumed in the Broadwing, CDN Business agndeétast transactions are based upon
valuations as of their respective acquisition dafesr reflecting other contractual purchase padpistments.

The adjusted fair values of the assets acquiredtantiabilities assumed for the companies LevatQuired in 2007 are as follows.

CDN
Servecast Business Broadwing
(dollars in millions)
Assets:
Cash and cash equivale! $ 1 $ — % 257
Marketable securitie — — 46
Accounts receivabl 1 — 82
Other current asse — — 19
Property, plant and equipment, | 1 2 23¢
Goodwill 30 — 1,03¢
Identifiable intangible asse 17 13¢ 154
Other assets — — 31
Total Assets 50 13t 1,86¢
Liabilities:
Accounts payabl 1 1 37
Accrued payrol — 1 14
Other current liabilitie: 3 — 117
Current portion of capital leas — — 2
Long-term debi — — 202
Capital lease — — 22
Deferred reveni—Acquired Compan — — 13
Other liabilities — — 15
Total Liabilities 4 2 427
Purchase Price $ 446 $ 132 $ 1,44

(3) Restructuring and Impairment Charges
Restructuring Charges

The estimated severance costs earned by emplof/des acquired companies as of the acquisition degéncluded as a liability in the balance
sheet as of the acquisition date. The Company éxgemulative severance and related costs toapgoximately $60 million for former
employees of WilTel Communications Group, LLC (“Wl"), Progress Telecom, LLC (“Progress TelecontC Communications, Inc.

(“ICG Communications”), TelCove, Inc. (“TelCove')poking Glass Networks Holding Co., Inc. (“Looki@jass”)and Broadwing. During tt
quarter ended March 31, 2008, Level 3 paid $1 amlibf severance and related costs for these emgsagsulting in cumulative payments fr
January 1, 2006 to March 31, 2008 of $52 million.

The workforce reduction attributable to WilTel igtation activity was substantially complete by #mel of 2006. The workforce reductions
attributable to Progress Telecom, ICG CommunicatidielCove and Looking Glass integration activitiese substantially completed in the
third quarter of 2007. Workforce reductions atttéhle to Broadwing integration activities are expddo be substantially completed in 2008.
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An analysis of the liability for the severance aathted activity associated with the integratiorthaf acquired companies follows:

Severance and Related
Costs for Acquired Company Employees

Number of
Employees Amount
(in millions)
Balance December 31, 20 24¢ % 9
2008 Payments (53 (1)
Balance March 31, 20( 19€¢ $ 8

Severance costs attributable to Level 3 employieekiding positions at the acquired companies Wexe not part of the purchase price
liability, are recorded as restructuring chargethnstatement of operations once the employeesagifeed that their position will be eliminat
and the severance arrangements are communicatieel ¢mployee. For the three months ended MarcB@E13, the Company recorded
approximately $7 million in restructuring charges &ffected employees. As of March 31, 2008, then@any had remaining obligations of $1
million for those employees terminated or notifidebr the three months ended March 31, 2007, tmepg2oy recorded approximately $4
million in restructuring charges for affected emyaes.

A summary of restructuring charges and related/iagtiollows:

Severance and Related

Costs

Number of Facilities Related

Employees Amount Amount

(in millions) (in millions)

Balance December 31, 20 13¢ $ 9
2008 Charge 24C 7 —
2008 Payment (299) (10) —
Balance March 31, 2008 80 1 9

(4) Loss Per Share

The Company had a loss from continuing operationshie three months ended March 31, 2008 and 20tatefore, the effect of the
approximately 315 million and 314 million sharesuiable pursuant to the convertible debt secumtigstanding at March 31, 2008 and 2007,
respectively, have not been included in the contmrtaf diluted loss per share because their incfugsould have been anti-dilutive to the
computation. In addition, the effect of approxiniat®4 million and 53 million stock options, outperfn stock options, restricted stock units
and warrants outstanding at March 31, 2008 and ,2@3pectively, have not been included in the cdatmn of diluted loss per share because
their inclusion would have been anti-dilutive t@ tomputation.

(5) Fair Value

SFAS No. 157 defines fair value as the price thatld be received from selling an asset or paidandfer a liability in an orderly transaction
between market participants at the measurement\déiten determining the fair value measurementsd$gets and liabilities required to be
recorded at fair value, the Company considers timeipal or most advantageous market in which itilddransact and considers assumptions
that market participants would use when pricingaksget or liability, such as inherent risk, transéstrictions, and risk of nonperformance.

Fair Value Hierarchy

SFAS No. 157 establishes a fair value hierarchyréguires an entity to maximize the use of obd@e/amputs and minimize the use of
unobservable inputs when measuring fair value nArftial instrument’s categorization within the feafue hierarchy is based upon the lowest
level of input that is significant to the fair valmeasurement. SFAS No. 157 establishes threeslef/giputs that may be used to measure fair
value:

Level 1 - Quoted prices in active markets for identicak#sor liabilities. Level 1 assets that are meabkatdair value on a recurring basis
consist of the Company’s investment in marketahldtg instruments that are traded in an active mankith sufficient volume and frequency
of transactions.
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Level 2 - Observable inputs other than Level 1 prices sigcuoted prices for similar assets or liabilitgspted prices in markets with
insufficient volume or infrequent transactions gl@stive markets); or model-derived valuations iralv all significant inputs are observable or
can be derived principally from or corroborateddimgervable market data for substantially the &t of the assets or liabilities. Level 2
liabilities that are measured at fair value on@urgng basis include the Company’s interest ratagsagreements priced using discounted cash
flow techniques that use observable market inputsh as LIBOR-based yield curves, forward rated,aadit ratings.

Level 3 - Unobservable inputs to the valuation methodolihgy are significant to the measurement of faingalf assets or liabilities. The
Company does not have any SFAS 157 Level 3 assé#bilities that are measured at fair value aeeurring basis.

Assets and Liabilities Measured at Fair Value on a Recurring Basis

Assets and liabilities measured at fair value eacairring basis, excluding accrued interest comptmeonsisted of the following types of
instruments as of March 31, 2008 (dollars in milfjx

Quoted Prices in Significant
Active Markets Other
for Identical Observable
Instruments Inputs
(Level 1) (Level 2)
Marketable Securitie $ 7% —
Interest Rate Swap Liabilities (included in othen-current liabilities) — (79
Total Assets (Liabilities) Measured at Fair Value $ 7 9 (79)

(6) Property, Plant and Equipment, net

Costs associated directly with expansions and irgrents to the communications network and custanseallations, including employee
related costs, have been capitalized. The Compangrglly capitalizes costs associated with networistruction, provisioning of services and
software development.

The Company continues to develop business supgsteras required for its business and integratifortst The external direct costs of
software, materials and services, and payroll aydqdl related expenses for employees directly ciased with the project incurred when
developing the business support systems are dapilalJpon completion of a project, the total aufsthe business support system is amortized
over an estimated useful life of three years. t@diped labor and related costs associated with@meps and contract labor working on capital
projects were approximately $24 million and $26liovil for the three months ended March 31, 200820@¥, respectively.

Depreciation expense was $214 million and $197ianilfor the three months ended March 31, 2008 &Y 2respectively.

(7) Goodwill

Goodwill at March 31, 2008 and December 31, 2003 asafollows (dollars in millions):

March 31, December 31,
2008 2007

Servecas $ 34 $ 31
Broadwing 1,03¢ 1,03¢
TelCove 17¢ 17¢
ICG Communication 73 73
Progress Telecol 30 30
McLeod 40 40
XCOM 30 30
$ 1,427 $ 1,421

The Company segregates identifiable intangibletassmuired in a business combination from goodwidodwill is not amortized and the
carrying amount of the goodwill and indefinite-liventangible assets are evaluated at least annfioally
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impairment, or whenever indicators suggest a pieinipairment may exist, using a fair value bated. An assessment of
the carrying value of the goodwill attributableti® communications business was performed as ofibeer 31, 2007 and indicated that
goodwill was not impaired.

The preliminary valuation for the Servecast acdoisiindicated that the purchase price exceedeébihgalue of the identifiable assets
acquired and liabilities assumed and resulted odgdll of $31 million as of December 31, 2007. hetfirst quarter of 2008, the Company
received the final valuation report for the Sens@aquisition. The final valuation report did mesult in any changes to the valuation of
Servecast. The increase in goodwill attributabl8érvecast at March 31, 2008 is due to fluctuatinrforeign currency rates.

(8) Other Intangibles, net

Intangible assets attributable to each of the Cawigaacquisitions at March 31, 2008 and Decembef807 were as follows (dollars in
millions, presented net of accumulated amortization

March 31, December 31,
2008 2007
Customer Contracts and Relationsh
Servecas $ 10 $ 9
CDN Busines: 25 26
Broadwing 13€ 14C
Looking Glass 6 7
TelCove 20¢ 212
ICG Communication 12 13
Progress Telecol 27 28
WilTel 83 87
360networks 2 2
Trademarks
WilTel 32 32
Patents and Developed Technolo
Servecas 8 8
CDN Busines: ag 92
Telverse 2 4
Other 20 20
$ 65€ $ 68C

Intangible asset amortization expense was $26anilind $24 million for the three months ended M&th2008 and 2007, respectively. The
amortization expense related to intangible assetgwtly recorded on the Compasyiooks for each of the five succeeding yearstimated tc
be the following for the years ended December 81 months of 2008—$74 million; 2009—$95 milliorQZ0—$95 million; 2011—

$94 million; 2012—$72 million and thereafter—$174lion.
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(9) Long-Term Debt

At March 31, 2008 and December 31, 2007, long-teeint was as follows:

March 31, December 31,
(dollars in millions) 2008 2007
Senior Secured Term Loan due 2( $ 1,400 $ 1,40(
Senior Notes due 2008 (11.0' — 20
Senior Euro Notes due 2008 (10.7& — 5
Senior Notes due 2010 (11.5' 13 13
Fair value adjustment on Senior Notes due 2 — (@D}
Senior Notes due 2011 (10.75 3 3
Floating Rate Senior Notes due 2011 (9.17 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( 1,25(
Issue premium on Senior Notes due 2 10 10
Floating Rate Senior Notes due 2015 (6.70. 30C 30C
Senior Notes due 2017 (8.75' 70C 70C
Convertible Senior Notes due 2010 (2.87¢ 374 374
Convertible Senior Notes due 2011 (5.2¢ 34t 34t
Convertible Senior Notes due 2011 (10.( 27¢ 27¢
Convertible Senior Notes due 2012 (3.t 33t 33t
Convertible Senior Discount Notes due 2013 (9. 29t 29t
Convertible Subordinated Notes due 2009 (6. 362 362
Convertible Subordinated Notes due 2010 (6. 514 514
Commercial Mortgage due 2015 (6.86 68 69
Capital lease 40 41
6,83¢ 6,864
Less current portio (7 (32

$ 6,831 $ 6,837

On March 13, 2007, Level 3, as guarantor, Leveinaufcing, as borrower, Merrill Lynch Capital Corption, as administrative agent and
collateral agent, and certain other agents andioddnders entered into a Credit Agreement, puntsiocewhich the lenders extended a $1.4
billion senior secured term loan (“Senior Securedi Loan due 2014”) to Level 3 Financing. The tésan matures on March 13, 2014 and
has an interest rate of LIBOR plus an applicablegineof 2.25% per annum. The borrower has theoopoif electing one, two, three or six
month LIBOR at the end of each interest rate peaiodl may elect different options with respect fedént portions of the affected borrowing.
As of March 31, 2008, the interest rate on $1.00nilof the Senior Secured Term Loan due 2014 sepadrterly and was 6.627% and the
interest rate on the remaining $400 million of 8enior Secured Term Loan due 2014 was 5.14%. Asoémber 31, 2007, the interest rate
on the entire $1.4 billion of the Senior SecurechTéoan due 2014 was 7.493%.

2008 Debt Repayment

During March 2008, Level 3 Communications, Inc.aieijghe remaining $20 million of outstanding 11% i®e Notes and $6 million (€4
million) of outstanding 10.75% Senior Euro Notes.

2007 Extinguishment of Debt
The following transactions resulted in the losseatinguishment of debt during the first quarte2007:

In January 2007, in two separate transactions, IL®eempleted the exchange of $605 million in aggte principal amount of its 10%
Convertible Senior Notes due 2011 for a total of t8illion shares of Level 3's common stock. ThersBaof the Company’s common stock
issued pursuant to these announced exchangeseaampeftom registration pursuant to Section 3(alf@er the Securities Act of 1933, as
amended. The Company recognized a $177 milliondassxtinguishment of debt for the exchanges. bhetlin the loss was approximately $1
million of unamortized debt issuance costs.
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In March 2007, Level 3 Financing refinanced itsisesecured credit agreement and received net pdscef $1.382 billion. The proceeds from
this transaction were used to repay the existirgp$willion Senior Secured Term Loan due 2011 ahérodebt. The effect of this transaction
was to increase the amount of senior secured dait$730 million to $1.4 billion, reduce the intstreate on that debt from the London
Interbank Offering Rate (“LIBOR”) plus 3.00% to LOAR plus 2.25% and extend the final maturity fromd 2@ 2014. The Company
recognized a $10 million loss on this transactigated to unamortized debt issuance costs.

In March 2007, the Company redeemed using caserttie $722 million of outstanding principal amowithe following debt issuances and
recognized a loss on extinguishment of debt tagafifi4 million on the redemption transactions:

Redeemed $488 million of outstanding 12.875% SeXaies due 2010 at a price equal to 102.146% optimeipal amount and
recognized a $12 million loss on extinguishmendeift consisting of a $10 million cash loss and $#fan in unamortized debt
issuance costs. Accrued interest paid at the tinnedemption totaled less than $1 million.

Redeemed $96 million of outstanding 11.25% Seniotebl due 2010 at a price equal to 101.875% ofineipal amount and
recognized a $3 million loss on extinguishment@btdconsisting of a $2 million cash loss and $liomlin unamortized debt
issuance costs. Accrued interest paid at the tinnedemption totaled less than $1 million.

Redeemed $138 million (€104 million) of outstandirig25% Senior Euro Notes due 2010 at a price €qugl01.875 perXE00C
of principal amount and recognized a $39 millioss@n extinguishment of debt consisting of a $38anicash loss and $1
million in unamortized debt issuance costs. Accriméerest paid at the time of redemption totaless fhan $1 million (less than
€1 million).

In March 2007, the respective issuers repurchasi) wash, through tender offers, $941 millionhef butstanding principal amounts of the
following debt issuances and recognized a lossxinguishment of debt totaling $186 million on tfepurchase transactions:

Repurchased $144 million of its outstanding Flaaftate Senior Notes due 2011 at a price equal,@88®Iper $1,000 principal
amount of the notes, which included $1,050 asahddr offer consideration and $30 as a consent @atyrand recognized an $18
million loss on extinguishment of debt consistifi@®12 million cash loss and $6 million in unanmet debt issuance costs and
unamortized discount. Accrued interest paid atithe of repurchase totaled $8 million.

Repurchased $59 million of its outstanding 11% &eNiotes due 2008 at a price equal to $1,054.28p&00 principal amount
of the notes, which included $1,024.28 as the teaffer consideration and $30 as a consent payraedtrecognized a $3 millic
loss on extinguishment of debt consisting of a $iian cash loss and less than $1 million in unatized debt issuance costs.
Accrued interest paid at the time of repurchasaledt$3 million.

Repurchased $677 million of its outstanding 11.5%i& Notes due 2010 at a price equal to $1,118e261,000 principal
amount of the notes, which included $1,085.26 asehder offer consideration and $30 as a consgmbent, and recognized a
$141 million loss on extinguishment of debt corsgbf a $78 million cash loss and $63 million mamortized debt issuance
costs and unamortized discount. Accrued interestgtethe time of repurchase totaled $3 million.

Repurchased $61 million (€46 million) of its outading 10.75% Senior Euro Notes due 2008 at a jidesl to €1,061.45 per
€1,000 of principal amount of the notes, whichudggd €1,031.45 as the tender offer consideratidn€&0 as a consent payment,
and recognized a $24 million loss on extinguishnoértebt consisting of a $24 million cash loss wd than $1 million in
unamortized debt issuance costs. Accrued inteeedtat the time of repurchase totaled $3 millio2 (illion).

In connection with the tender offers completechia first quarter of 2007, Level 3 and Level 3 Ficiag, Inc. (“Level 3 Financing”), a wholly
owned subsidiary of the Company, obtained condentertain proposed amendments to the respectilntaores governing the notes that are
subject to the tender offer transactions descrédiEVe to eliminate substantially all of the covdegamend certain repurchase rights, certain
discharge rights and certain events of defaultratated provisions contained in those indentures.
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I nterest Rate Swap

Level 3 has floating rate long-term debt. Thesdgaltlons expose the Company to variability in ietrpayments due to changes in interest
rates. If interest rates increase, interest expierseases. Conversely, if interest rates decréaiszest expense also decreases. On March 13,
2007, Level 3 Financing entered into two interast swap agreements to hedge the interest paymets billion notional amount of floating
rate debt. The two interest rate swap agreemeetwith different counterparties and are for $500iom each. The transactions were effective
beginning April 13, 2007 and mature on January2034. Under the terms of the interest rate sways#etions, Level 3 receives interest
payments based on rolling three month LIBOR terntszays interest at the fixed rate of 4.93% underarrangement and 4.92% under the
other. Level 3 has designated the interest rat@ sWgeeements as a cash flow hedge on the inteagstgnts for $1 billion of floating rate debt.
Level 3 evaluates the effectiveness of the hedge qumarterly basis. The Company does not enterdietivative instruments for any purpose
other than cash flow hedging.

The fair value of the interest rate swap agreemeatsnegative $79 million as of March 31, 2008. therthree months ended March 31, 2008,
unrealized losses of $42 million were recordedreninterest rate swap agreements and are inclmd®thier Comprehensive Income. The
change in the fair value of the interest rate sagqgements is reflected in Other Comprehensivemiecdue to the fact that the interest rate
swap agreements are designated as an effectivédloashedge of $1 billion notional amount of ther@pany’s floating rate debt.

Debt Maturities

The Company’s contractual obligations at MarchZ108 related to debt, including capital leasesexaiuding issue discounts and fair value
adjustments, will require estimated cash paymeumting each of the five succeeding years of thefeihg for the years ended December 31:
last nine months of 2008—$6 million; 2009—$366 il 2010—$971 million; 2011—$631 million; 2012—$B&illion and thereafter—
$4,519 million.

(10) Employee Benefit Plans

The following table summarizes non-cash compensatigense and capitalized non-cash compensatidhddahree months ended March 31,
2008 and 2007.

Three Months Ended

March 31,
(dollars in millions) 2008 2007
0OSO $ 4 3 9
Restricted Stoc 11 7
401(k) Match Expens 8 8
$ 23 $ 24

The Company capitalized less than $1 million of4sash compensation for those employees and cootsadirectly involved in the
construction of the network, installation of cusemnor development of the business support sysiemesch of the three month periods ended
March 31, 2008 and 2007.

As of March 31, 2008, there were 15.6 million Oufpem Stock Option (“OSO”) units outstanding anér were 9.9 million exercisable
(“vested”) OSOs. As of March 31, 2008, there waBe2 million non vested restricted stock and restd stock units.

(11) Income Taxes

The Company adopted the provisions of FIN No. 48amuary 1, 2007. The adoption of FIN No. 48 ditaftect the Company’s liability for
uncertain tax positions. The Company’s liability tmcertain tax positions totaled $18 million atrieta31, 2008 and December 31, 2007.
During the first three months of 2008, the Compizrtyeased the liability for uncertain tax positidns$2 million to reflect liabilities for
uncertain tax positions and decreased the lialbljt$2 million for matters settled during the pekidll of these amounts also include the
related accrued interest and penalties associdthdhve uncertain tax positions if applicable. Te@mpany does not currently expect the
liability for uncertain tax positions will chang@aificantly through December 31, 2008; howevetuatchanges in the liability for uncertain
tax positions could be different than currently ested.

The Company, or at least one of its subsidiarit=s income tax returns in the U.S. federal jug§oin and various states and foreign
jurisdictions. With few exceptions, the Companydslonger subject to U.S. federal, state and lamahor-U.S. income tax examinations by
authorities for years before 1999. The Internald®ere Service commenced an examination of the CoyiglinS. income tax returns for 1999
through 2001. On February 19, 2008, the IRS sem¢lL2 a settlement offer that indicated no taxmeriest would be due for tax years 1999
through 2001. However, the calculation includethim settlement offer highlighted a potential ligpiin the amount of $1 million for tax year
1996 not identified by the IRS in its
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audit of the 1996 tax return. On March 21, 2008;dl& signed the settlement offer. The settlenoffet is now pending approval by the Joint
Committee of Congress. A resolution is expecte20f8. The Company does not expect that any settieor payment that may result from
the audit will have a material effect on the Compamesults of operations or cash flows.

The Company recognizes accrued interest and pesadtiated to uncertain tax positions in incomeebepense in its consolidated statements of
operations. The Company'’s liability for uncertadx positions includes approximately $10 million &@dmillion of accrued interest and
penalties at March 31, 2008 and December 31, 2@8pectively.

Included in the balance at March 31, 2008 and Déesr81, 2007, is $3 million of uncertain tax pasit related to recently acquired
companies, the disallowance of which would affeettaluation of the assets and/or liabilities aapliand therefore, would not affect the
annual effective income tax rate.

(12) Industry and Geographic 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 Coyipaurrent reportable segments include:
communications and coal mining (See Note 1). Opiienarily includes corporate assets and overheadttrgbutable to a specific segment.

Adjusted EBITDA , as defined by the Company, isineome (loss) from the consolidated condenseeémsiants of operations before

(1) income taxes, (2) total other income (expen@)non-cash impairment charges included withstrteeturing and impairment charges as
reported in the consolidated statements of opersiti@!) depreciation and amortization and (5) nashcstock compensation expense included
within selling, general and administrative experiagbe consolidated statements of operations.

Adjusted EBITDA is not a measurement under accogmprinciples generally accepted in the Unitedetand may not be used in the same
way by other companies. Management believes thatstetl EBITDA is an important part of the Companyternal reporting and is a key
measure used by Management to evaluate profitabititl operating performance of the Company andaiemesource allocation decisions.
Management believes such measures are especigidrtimt in a capital-intensive industry such asdeinmunications. Management also uses
Adjusted EBITDA to compare the Company’s performeatwthat of its competitors. Management uses AdjuEBITDA to eliminate certain
non-cash and non-operating items in order to ctergly measure from period to period its abilityfted capital expenditures, fund growth,
service debt and determine bonuses.

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedathgenmn-cash nature of these
items. Adjusted EBITDA also excludes interest inegpimterest expense, income taxes and gain (lossxtinguishment of debt because these
items are associated with the Company’s capitadimaind tax structures. Adjusted EBITDA also exelsidepreciation and amortization
expense because these maish expenses reflect the impact of capital investsiwhich management believes should be evaltiatedgh cas
flow measures. Adjusted EBITDA excludes total otimeome (expense) because these items are na&ddtathe primary operations of the
Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use similar
performance measures whose calculations may diitfier the Company’s calculations. Additionally, tfiisancial measure does not include
certain significant items such as interest incoimterest expense, income taxes, depreciation amdteation, non-cash impairment charges,
non-<cash stock compensation expense, gain (loss) gneedinguishment of debt and net other income ézge). Adjusted EBITDA should r
be considered a substitute for other measuresafifial performance reported in accordance with BAA
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The data presented in the following tables includé&smation for the three months ended March 3N&and 2007 for all statement of
operations and cash flow information presented,sndf March 31, 2008 and December 31, 2007 fdyadiince sheet information presented.
Information related to the acquired businessesakided from their respective acquisition datesidRee and the related expenses are attril
to countries based on where services are provided.

Coal
Communications Mining Other Total
(dollars in millions)

Three Months Ended March 31, 200¢

Revenue
North America $ 98¢ $ 26 $ — 3 1,01t
Europe 77 — — 77
$ 1,066 $ 26 $ — $ 1,092
Adjusted EBITDA:
North America $ 181 $ 7% Q)
Europe 24 — —
$ 20 $ 7 9% (D)
Capital Expenditures
North America $ 101 $ 1 $ — 8 10z
Europe 11 — — 11
$ 11z $ 1 8 — $ 112
Depreciation and Amortizatiol
North America $ 21¢ $ 1 $ — 8 22C
Europe 20 — — 20
$ 23¢ $ 1 8 — $ 24C
Three Months Ended March 31, 200"
Revenue
North America $ 98z $ 19 $ — 3 1,001
Europe 55 — — 55
$ 1,037 $ 19 $ — $ 1,05¢
Adjusted EBITDA:
North America $ 158 $ 2 $ —
Europe 13 — —
$ 16€ $ 2 $ —
Capital Expenditures
North America $ 145 $ — 8 — 8 14E
Europe 1C — — 10
$ 158 $ — 8 — 8 15¢E
Depreciation and Amortizatiol
North America $ 20 $ 1 3 — 8 204
Europe 17 — — 17
$ 22C % 1 8 — $ 221
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Coal
Communications Mining Other Total
(dollars in millions)

| dentifiable Assets
March 31, 2008

North America $ 8,901 $ 125 $ 12 $ 9,03¢
Europe 981 — — 981
$ 9,88 $ 125 $ 12 % 10,01¢
December 31, 2007
North America $ 9,18¢ $ 115 $ 1 $ 9,31¢
Europe 93C — — 93C
$ 10,11¢ $ 115 $ 11 $ 10,24:
Long-Lived Assets (excluding Goodwill)
March 31, 2008
North America $ 6,58¢ $ 76 % — $ 6,662
Europe 86( — — 86(
$ 7,44¢ $ 76 $ — 3 7,52
December 31, 2007
North America $ 6,71t $ 75 $ — 3 6,79(
Europe 81¢ — — 81¢
$ 753 $ 75 $ — $ 7,60¢
Goodwill
March 31, 2008
North America $ 1,38¢ $ — 3 — 3 1,38¢
Europe 34 — — 34
$ 1,42 $ — $ — $ 1,42¢
December 31, 2007
North America $ 1,39C $ — $ — 3 1,39(C
Europe 31 — — 31
$ 1,421 $ — 3 — 3 1,421

Communications revenue is grouped into three matiegories: 1) Core Communications Services (inalgdiore Network Services of
transport and infrastructure services, IP and s@teices, non-wholesale voice services and Le¥ah& services and Wholesale Voice
Services of domestic and international voice teatiom and toll free services); 2) Other Commun@agi Services (including managed modem
and its related reciprocal compensation serviges);3) SBC Contract Services.

Communications Services

SBC
Contract
Core Other Services Total
(dollars in millions)

Communications Revenue
Three Months Ended March 31, 2008

North America $ 881 $ 51 $ 57 $ 98¢
Europe 77 — — 77
$ 95¢ $ 51 $ 57 $ 1,06¢€

Three Months Ended March 31, 2007
North America $ 81€ $ 83 $ 83 $ 982
Europe 54 1 — 55
$ 87C $ 84 $ 83 $ 1,033
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The majority of North American revenue consists@fvices delivered within the United States. Théonitst of European revenue consists of
services delivered within the United Kingdom, bisoaincludes France and Germany. Transoceanic vevisrallocated to Europe.

Level 3 operates under four customer-facing graapmetter serve the changing needs of customegmiming markets and drive growth across
the organization:

The Wholesale Markets Group services the commubitsiheeds of the largest national and global serpioviders, including
carriers, cable companies, wireless companiesyaice service providers. These customers typidatygrate Level 3 services
into their own products and services to offer teitlend user customers.

The Business Markets Group targets enterprise gus®and regional carriers who value a local, msifmal sales force. Speci
customer markets include medium and large busisgkszal and regional carriers, state and locakguwment entities, and higher
education institutions.

The Content Markets Group focuses on serving maglibcontent companies with large and growing badthwieeds. Custome
in this market include video distribution companigviders of gaming, mega-portals, software serproviders, social
networking providers, as well as more tradition&ldia distribution companies such as broadcastdeyjision networks and spa
leagues.

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

The Company believes that the alignment arouncoust markets should allow it to drive growth wieleabling it to better focus on the needs
of the customers. Each of these groups is suppbstetbdicated employees in sales and marketingh Bathese groups is also supported by
centralized service or product management and dpwrednt, corporate marketing, global network ses/iemgineering, information
technology, and corporate functions including lefiabnce, strategy and human resources.

Core Communications Revenue attributed to the austdacing groups is provided in the following &bl

Three Months Ended

March 31, March 31,
2008 2007

(dollars in millions) $ % $ %
Wholesale Markets Grot $ 541 57% $ 50z 58%
Business Markets Grot 24C 25% 227 26%
Content Markets Grou 10C 10% 86 10%
European Markets Group 77 8% 55 6%

Total Core Communications Rever $ 95¢ 10C% $ 87C 10C%
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The following information provides a reconciliatiofiNet Income (Loss) to Adjusted EBITDA by opengtisegment, as defined by the
Company, for the three months ended March 31, 20@82007:

Three Months Ended March 31, 2008

Net Income (Loss

Income Tax Provisio

Total Other (Income) Expen:
Non-Cash Impairment Charg
Depreciation and Amortization Exper
Non-Cash Compensation Expense
Adjusted EBITDA

Three Months Ended March 31, 2007

Net Income (Loss

Income Tax Provisio

Total Other (Income) Expen:
Non-Cash Impairment Char
Depreciation and Amortization Exper
Non-Cash Compensation Exper
Adjusted EBITDA

Communications Coal Mining Other
(dollars in millions)
$ (187 $ 6 =
2 — 1
12¢ — 2
23¢ 1 —
23 — —
$ 205 $ 7 @)
Communications Coal Mining Other
(dollars in millions)
$ (647 $ = —
1 1 —
57C — —
22C 1 —
24 — —
$ 16€ $ 2 —
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(13) Commitments, Contingencies and Other Items
Right of Way Litigation

In April 2002, Level 3 Communications, Inc., andtaf its subsidiaries were named as defendarBsuer, et. al. v. Level 3 Communications,
LLC, et al ., a purported class action covering 22 statex fih state court in Madison County, lllinois. ilyJ2001, Level 3 was named as a
defendant irkKoyle, et. al. v. Level 3 Communications, Inc., et. al ., a purported two state class action filed inth8. District Court for the

District of Idaho. In November of 2005, the couragted class certification only for the state aftd. In September 2002, Level 3
Communications, LLC and Williams Communications @ lvere named as defendantSimith et. al. v. Sorint Communications Company,

L.P., etal., a purported nationwide class action filed in theted States District Court for the Northern Dittiof lllinois. In April 2005, the
Smith plaintiffs filed a Fourth Amended Complainhish did not include Level 3 or Williams Communiicats, Inc. as a party, thus ending k
companies’ involvement in the Smith case. On Fatyrid@, 2005, Level 3 Communications, LLC and Willis Communications, LLC were
named as defendantsicDaniel, et. al., v. Qwest Communications Corporation, et al ., a purported class action covering 10 stated filehe
United States District Court for the Northern Distiof lllinois. These actions involve the compaiigght to install its fiber optic cable netwc

in easements and right-of-ways crossing the pféshtand. In general, the companies obtained thkts to construct their networks from
railroads, utilities, and others, and have insthtleir networks along the rights-efay so granted. Plaintiffs in the purported clastoas asse!
that they are the owners of lands over which thepamies’ fiber optic cable networks pass, andtthatailroads, utilities, and others who
granted the companies the right to construct andtaia their networks did not have the legal auitlyado do so. The complaints seek damages
on theories of trespass, unjust enrichment andistaof title and property, as well as punitive dges The companies have also received, and
may in the future receive, claims and demandseaelat rights-of-way issues similar to the issuethese cases that may be based on similar or
different legal theories. To date, other than @saabove, all adjudicated attempts to have cletssrastatus granted on complaints filed ag:
the companies or any of their subsidiaries inva@witaims and demands related to rights-of-way séize been denied.

It is still too early for the Company to reach aclsion as to the ultimate outcome of these astiblowever, management believes that the
Company and its subsidiaries have substantial defeto the claims asserted in all of these ac@mmd any similar claims which may be nar
in the future), and intends to defend them vigolpifsa satisfactory form of settlement is not apyed.

Other Litigation

The Company and its subsidiaries are parties toyrotiver legal proceedings. Management believesatimatesulting liabilities for these legal
proceedings, beyond amounts reserved, will not nadieaffect the Company’s financial condition foture results of operations, but could
affect future cash flows.

Letters of Credit

It is customary in Level 3’s industries to use was financial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit anedititonal commitments issued on behalf of Leveh &i€cordance with specified terms and
conditions. As of March 31, 2008, Level 3 had autsling letters of credit of approximately $34 roij which are collateralized by cash and
which are reflected on the consolidated balancetshgerestricted cash.

(14) Condensed Consolidating Financial Information

Level 3 Financing has issued senior notes as testhelow:

* In October 2003, Level 3 Financing issued $500iamlbf 10.75% Senior Notes due 2011. The 10.75%o08&otes were
registered with the Securities and Exchange Comomisge 2005. The Company repurchased $497 millibthe 10.75% notes in
2006.

e In March 2006, Level 3 Financing issued $150 millaf Floating Rate Senior Notes due 2011 and $28®mof 12.25% Senio
Notes due 2013. The Company repurchased $144 mdfithe Floating Rate Senior Notes due 2011 7200

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

* In October 2006, Level 3 Financing issued $600iamlbf 9.25% Senior Notes due 2014 and in Decerabés issued an
additional $650 million of 9.25% Senior Notes d@d.2.
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* In February 2007, Level 3 Financing issued $700ionilof 8.75% Senior Notes due 2017 and $300 nnilkd Floating Rate
Senior Notes due 2015.

The notes discussed above are unsecured obligatidreel 3 Financing; however, they are fully amttonditionally guaranteed on an
unsecured senior basis by Level 3 Communicatiows,dnd Level 3 Communications, LLC.

In addition, Level 3 Financing’s 12.25% Senior Notieie 2013, Floating Rate Senior Notes due 20d©&%5% Senior Notes due 2014 are
guaranteed by Broadwing Financial Services, Inathally owned subsidiary of Level 3 Communicatiolms;. As a result of this guarantee, the
Company has included Broadwing Financial Servitres,in the condensed consolidating financial infation below.

In conjunction with the registration of the 10.7%5¥nior Notes due 2011, Floating Rate Senior Nates26)11, 12.25% Senior Notes due 2013,
9.25% Senior Notes due 2014, 8.75% Senior Note@WiZ and Floating Rate Senior Notes due 2015dbenapanying condensed
consolidating financial information has been pregaaind presented pursuant to SEC Regulation S-¥ BaD “Financial statements of
guarantors and affiliates whose securities colditee an issue registered or being registered.”df@rating activities of the separate legal
entities included in the Company’s consolidatedficial statements are interdependent. The accormgpogndensed consolidating financial
information presents the results of operationgtial position and cash flows of each legal erditgd, on an aggregate basis, the other non-
guarantor subsidiaries based on amounts incurrestitly entities, and are not intended to presertpkeating results of those legal entities
stand-alone basis.

Condensed Consolidating Statements of Operatiarthéathree months ended March 31, 2008 and 2d@#foLevel 3 Communications, LL
leases equipment and certain facilities from otteolly owned subsidiaries of Level 3 Communicatiding. These transactions are eliminated
in the consolidated results of the Company.

The Condensed Consolidating Balance Sheet as afrl@er 31, 2007 has been reclassified within theeL8WFinancing Inc. entity and Other
Subsidiaries, to reflect the transfer between iestibf the $37 million interest rate swap liabiligd to reclassify the liability from Other Asse
net to Other Liabilities. These changes did notehany impact on the Level 3 Consolidated Balanaesas of December 31, 2007 or effec
financial results for the year ended December 8072
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Condensed Consolidating Statements of Operations
For the three months ended March 31, 2008

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Level 3 Communications, Services, Other
Inc. Financing, Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ — 8 — 8 412 % — 8 73C 3% 1) $ 1,09
Costs and Expense
Cost of Revenu — — 16¢ — 354 (48) 47t
Depreciation and Amortizatic — — 90 — 15C — 24C
Selling, General and
Administrative 1 — 347 — 77 ®3) 422
Restructuring and Impairment
Charges — — 7 — — — 7
Total Costs and
Expense: 1 — 613 — 581 (52) 1,144
Operating Income (Loss) Q) — (200) — 14¢ — (52
Other Income (Loss), ne
Interest Incom¢ — — 4 — 2 — 6
Interest Expens (40) (93) — — 2 — (135)
Interest Income
(Expense) Affiliates, ne 20z 273 (48¢) — 13 — —
Equity in Net Earnings
(Losses) of Subsidiarie (340) (520) 113 — — 747 —
Other Income (Expense) (3) — 2 — 4 — 3
Other Income (Loss) (180) (340 (370 — 17 747 (12€)
Income (Loss) Before
Income Taxe: (1813) (340) (570C) — 16€ 747 a7¢)
Income Tax (Expense) Benefit — — (1) — 2) — (3)
Net Income (Loss $ (18) ¢ (340 8 (571 $ — 3 164 $ 747 $ (18]
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Condensed Consolidating Statements of Operations

For the three months ended March 31, 2007

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Communications, Services, Other
Inc. Financing, Inc. Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ — 8 — 3 354 27 $ 73¢ % (64) 1,05¢
Costs and Expense
Cost of Revenu — — 134 — 367 (35) 46€
Depreciation and Amortizatic — — 81 — 14C — 221
Selling, General and
Administrative 2 — 32C 27 12C (29) 44C
Restructuring and Impairment
Charges — — 4 — — — 4
Total Costs and
Expense: 2 — 53¢ 27 27 (64) 1,131
Operating Income (Loss) 2 — (18%) — 12 — (75
Other Income (Loss), ne
Interest Incom¢ 1 — 17 — 3 — 21
Interest Expens (83) (79 — — 3 — (165)
Interest Income
(Expense) Affiliates, ne 21z 22F (452) — 15 — —
Equity in Net Earnings
(Losses) of Subsidiarie (37¢€) (494) 88 — — 782 —
Other Income (Expense) (399) (28) 2 — (1) — (42€)
Other Income (Loss) (645) (376) (345) — 14 782 (570)
Income (Loss) Before
Income Taxe: (647) (37€) (530) — 12€ 782 (645)
Income Tax (Expense) Benefit — — — — 2) — 2)
Net Income (Loss $ 647 $ (37) $ (530 — 3 124 8 782 (647)
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Condensed Consolidating Balance Sheets as of MdErch008 and December 31, 2007 follow:

Assets
Current Assets
Cash and cash equivalel
Marketable securitie
Restricted cash and securit
Accounts receivable, n
Due from (to) affiliates
Other
Total Current Assets
Property, Plant and Equipment, |
Restricted Cash and Securit
Goodwill and Other Intangibles, n
Investment in Subsidiarie
Other Assets, net

Total Assets

Liabilities and Stockholders’ Equity
(Deficit)
Current Liabilities:
Accounts payabl
Current portion of lon-term debt
Accrued payroll and employee
benefits
Accrued interes
Deferred revenu
Other
Total Current Liabilities

Long-Term Debt, less current portit
Deferred Revenu

Other Liabilities

Stockholders’ Equity (Deficit)

Total Liabilities and Stockholderg&quity
(Deficit)

Condensed Consolidating Balance Sheets
March 31, 2008

(unaudited)
Level 3 Broadwing
Level 3 Communi- Financial
Communications, Level 3 cations, Services, Other
Inc. Financing, Inc. LLC Inc. Subsidiaries Eliminations Total

(dollars in millions)
— 27 % 417 % — 3 89 % — % 533
7 — — — — — 7
— — 4 — 4 — 8
— 90 — 32€ — 41¢€
10,73: 8,71: (20,98¢) 19 1,52¢ — —
7 8 46 — 49 — 11C
10,74¢ 8,74¢ (20,43)) 19 1,99: — 1,07¢
— — 3,23( — 3,38¢ — 6,61¢
18 — 25 — 76 — 11¢
— — 14€ — 1,93:¢ — 2,07¢

(7,259 (11,716 4,16¢ — — 14,807

14 83 16 — 18 — 131
3,51¢ (2,887 $ (12,840 $ 19 $ 7,408 $ 14,807 $ 10,01¢
— — % 148 $ — 3 196 $ — 3 34¢€
— — — 1 6 — 7
1 — 66 — 6 — 73
37 78 — — — — 11¢%
— — 90 — 71 — 161
— — 56 — 73 — 12¢
38 78 36C 1 354 — 831
2,511 4,217 — 20 83 — 6,831
— — 63E — 122 — 757
32 79 21E — 33€ — 662
93¢ (7,259) (14,05¢6) (2 6,51( 14,80 93¢
3,51¢ (2,88f) $ (12,846 $ 19 $ 7,408 $ 14,807 $ 10,01¢
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Assets

Current Assets
Cash and cash equivalel
Marketable securitie
Restricted cash and securit
Accounts receivable, n
Due from (to) affiliates
Other

Total Current Assets

Property, Plant and Equipment,
net

Restricted Cash and Securit

Goodwill and Other Intangibles,
net

Investment in Subsidiarie

Other Assets, net

Total Assets

Liabilities and Stockholders’
Equity (Deficit)
Current Liabilities:
Accounts payabl
Current portion of long-term
debt

Accrued payroll and employee

benefits
Accrued interes
Deferred revenu
Other
Total Current Liabilities

Long-Term Debt, less current
portion

Deferred Revenu

Other Liabilities

Stockholders’ Equity (Deficit)

Total Liabilities and
Stockholder’ Equity (Deficit)

Condensed Consolidating Balance Sheets
December 31, 2007

Level 3 Broadwing
Level 3 Communi- Financial
Communications, Level 3 cations, Services, Other
Inc. Financing, Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
$ — % 27 $ 58¢ $ —  $ 99 3 — 714
8 — — — 1 — 9
— — 7 — 3 — 10
— — 80 — 31E — 39t
10,57¢ 8,54¢ (20,897 20 1,75¢ — —
7 8 32 — 41 — 88
10,59( 8,58¢ (20,190 20 2,212 — 1,21¢
— — 3,25¢ — 3,41 — 6,66¢
18 — 24 — 75 — 117
— — 151 — 1,95( — 2,101
(6,959 (11,270 4,481 — — 13,74( —
16 84 17 — 25 — 14z
$ 3,67 $ (2,60 $ (12,26) $ 20 $ 7,678 $ 13,74( 10,24¢
$ — 3 — 3 17¢C  $ — 3 226 $ — 39¢€
25 — — 1 6 — 32
— — 88 — 9 — 97
33 95 — — — — 12¢
— — 91 — 75 — 16€
— — 42 — 97 — 13¢
58 95 391 1 418 — 95¢
2,511 4,217 — 20 84 — 6,83
— — 644 — 11¢ — 762
34 37 213 — 33¢ — 622
1,07( (6,959 (13,509 1) 6,721 13,74( 1,07(
$ 367 % (2,607 $ (12,26) $ 20 $ 7,67t 3% 13,74( 10,24¢
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Condensed Consolidating Statements of Cash Flomtedéathree months ended March 31, 2008 and 2Qmivo

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

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Level 3 Communications, Services, Other
Inc. Financing, Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Net Cash Provided by (Used in) Operating
Activities $ @37 $ (10§) $ (12¢) $ — 3 224 3 — 3 (47)
Cash Flows from Investing Activitie
Capital expenditure — — (29 — (84) — (113)
Decrease (increase) in restricted cash a
securities — — 2 — ) — —
Proceeds from sale of property, plant and
equipment and other ass — — 1 — 1 — 2
Net Cash Provided by (Used in) Investing
Activities — — (26) — (85) — (111)
Cash Flows from Financing Activitie
Payments on long-term debt, including
current portion and refinancing co (26) — — — — — (26)
Increase (decrease) due from affiliates, 63 10€ (22) — (150) — —
Net Cash Provided by (Used in) Financing
Activities 37 10¢€ (21) — (15C) — (26)
Effect of Exchange Rates on Cash and Cash
Equivalents — — 2 — 1 — 3
Net Change in Cash and Cash Equivalents — — a7y — (10 — (181)
Cash and Cash Equivalents at Beginning o
Period — 27 588 — 99 — 714
Cash and Cash Equivalents at End of Period $ —  $ 27 $ 417  $ —  $ 89 3 —  $ 53¢
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Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2007

(unaudited)
Broadwing
Level 3 Level 3 Financial
Communications, Level 3 Communications, Services, Other
Inc. Financing, Inc. LLC Inc. Subsidiaries Eliminations Total
(dollars in millions)
Net Cash Provided by (Used in) Operating
Activities $ (133 $ 59 $ 67 $ @ % 7z $ — 8 (93)
Cash Flows from Investing Activitie
Proceeds from sale and maturity of marketable
securities 23t — — — 45 — 28C
Decrease (increase) in restricted cash and
securities — — 6 — 10 — 16
Capital expenditure — — (62) — (94) — (155)
Acquisitions, net of cash acquir — — (8893) — 257 — (62€)
Proceeds from sale of property, plant and
equipment and other ass — — 1 — 1 — 2
Net Cash Provided by (Used in) Investing
Activities 23t — (937) — 21¢ — (483
Cash Flows from Financing Activitie
Long-term debt borrowings, net of
issuance cos! — 2,36z — — — — 2,362
Payments on long-term debt, including
current portion and refinancing co (1,619 (887) — — (10€) — (2,61))
Proceeds from warrants and stock-based equity
plans 23 — — — — — 23
Increase (decrease) due from affiliates, net 1,492 (1,429 18€ 7 (262) — —
Net Cash Provided by (Used in) Financing
Activities (102) 51 18€ 7 (36€) — (22¢)
Effect of Exchange Rates on Cash and Cash
Equivalents — — 2 — 3 — 5
Net Change in Cash and Cash Equivalents — (8 (816) — 27 — (797)
Cash and Cash Equivalents at Beginning of Pe 15 12 1,592 — 62 — 1,681
Cash and Cash Equivalents at End of Period $ 15 $ 4 $ 77€  $ — % 89 $ — 3 884

29




Iltem 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Level 3 Communications, Inc. and itbsidiaries (“Level 3" or the
“Company”) consolidated financial statements (inlahg the notes thereto), included elsewhere heméhthe Form 10-K for the year ended
December 31, 2007 filed with the Securities andhaxge 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 the Compa/Nhen used in this document, the words “antieifhabelieve”, “plan”, “estimate” and
“expect” and similar expressions, as they relatdthéoCompany or its management, are intended tdifddorward-looking statements. Such
statements reflect the current views of the Compeitly respect to future events and are subjecettam risks, uncertainties and assumptions.
Should one or more of these risks or uncertaimtiaterialize, or should underlying assumptions priogerrect, actual results may vary
materially from those described in this document. & more detailed description of these risks atbfs, please see the Company’s Form 10-
K for the year ended December 31, 2007 filed with $ecurities and Exchange Commission and Iterm1Ai$ Form 10-Q.

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

Communications Services

The Company is a facilities based provider of aaldlreange of communications services. Revenue fomumnications services is recognized on
a monthly basis as these services are provideccdrdracts involving private line, wavelengths aadk fiber services, Level 3 may receive up-
front payments for services to be delivered foeequ of up to 20 years. In these situations, L&veéfers the revenue and amortizes it on a
straight-line basis to earnings over the term efdbntract.

The Company separates its communication servieehue into three categories:
e Core Communications Services
»  Other Communications Services
*  SBC Contract Services

Each category of revenue is in a different phag@egervice life cycle, requiring different levelsinvestment and focus and providing
different contributions to the Company’s Commurimas Adjusted EBITDA. Management of Level 3 beligtkat growth in revenue from its
Core Communications Services is critical to thegléerm success of its communications businesshésame time, the Company believes it
must continue to manage effectively the positivehdows from its SBC Contract Services and itsedfiommunications Services, including
the Companys mature managed modem business and its relatipdassd compensation. Core Communications Senirtegades revenue fro
Core Network Services and Wholesale Voice Servicase Network Services aggregates revenue fronspiat and infrastructure, IP and ¢
services, local and enterprise voice services awelL3 Vyvx video and advertising distribution dees. Wholesale Voice Services aggregates
domestic voice termination, international voicenaration and toll free services. Other Commun@agiServices includes revenue from
managed modem and related reciprocal compensaigites. SBC Contract Services includes revenua ftee SBC Master Services
Agreement, which was obtained in the December 2@@biisition of WilTel Communications Group, LLC (iWWel”).

The Company’s transport and infrastructure seniicelside metropolitan and intercity wavelengthsyate line, ethernet private line, dark
fiber, colocation services, professional serviaes taiansoceanic services. Growth in transport afrdstructure revenue is largely depender
increased demand for bandwidth services and aVaitapital of companies requiring communicationsacaty for their own use or in
providing capacity as a service provider to thestomers. These expenditures may be in the forapdfont payments or monthly payments
for primarily private line, wavelength or dark fibgervices. An increase in demand may be partidfget by declines in unit pricing.

IP and data services primarily include the Compsaiygh speed Internet access service, dedicatechiitaccess (“DIA”) service, ATM and
frame relay services, IP and ethernet virtual peveetwork (“WPN") services, and content deliveptwork (“CDN”) services, which includes
streaming services. Level 3’s Internet access aefigia high quality and high-speed Internet acsessdce offered in a variety of capacities.
The Company’s VPN services permit businesses ofayto replace multiple networks with a singlesteeffective solution that greatly
simplifies the converged transmission of voicegaidand data. This convergence to a single phatfan be obtained without sacrificing the
quality of service or security levels of traditib@al M and Frame Relay offerings. VPN services gleomit customers to prioritize network
application traffic so that high priority applicatis, such as voice and video, are not compromispdrformance by the flow of low priority
applications such as email. The Company believatsate of the largest sources of future incremateaiand for
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the Company’s Core Communications Services wilirben customers that are seeking to distribute tfegiture rich content or video over the
Internet. Revenue growth in this area is dependerhe continued increase in usage by both emsegpand consumers and the pricing
environment. An increase in the reliability andwéy of information transmitted over the Interrzetd declines in the cost to transmit data have
resulted in increased utilization of e-commerc&veb based services by businesses. This marketrsntly characterized by significant price
compression and very high levels of unit growtlesatesulting in growth in absolute revenue. Then@any experienced price compression in
the high-speed IP market of over 30% and expeatsitthpricing for high-speed IP services will donk to decline in 2008 at similar rates.

The Company continues to experience pricing presurthose transport and infrastructure custortfesrequire simple, low quality, point-to-
point services, as certain competitors aggressiyatgue this business. However, Level 3 believasdompetitors are less willing to discount
these services if it requires investment in incretakecapacity to meet the customer’s requiremétasthose customers that provide high
quality content or require a combination of tranmgpl® and voice solutions on a regional or natigriatform, Level 3 is seeing moderate price
compression and, in some cases, prices are ingggasi

The Company’s Core Network Services includes lacal enterprise voice services. Local voice sesvaze primarily components that enable
other service providers to deliver business or aores-ready voice products to their end customErgterprise voice services are business-
grade voice services that the company sells dyréatits business customers.

The Company, through its Level 3 Vyvx businessyjates audio and video programming for its custonoees the Company'’s fiber-optic
network and via satellite. It uses the Companyisrfoptic network to carry live traditional broadcastiacable television events from the sit:
the event to the network control centers of thealoasters of the event.

For live events where the location is not knowadvance, such as breaking news stories in remoétidms, the Company provides an
integrated satellite and fiber-optic network-based/ice to transmit the content to its customersst\f Level 3 Vyvx’s customers for these
services contract for the service on an event-lgnrebasis; however, there are some customers wheofhachased a dedicated point-to-point
service which enables these customers to trangogramming at any time.

Level 3 Vyvx also distributes advertising spotsadio and television stations throughout the W8th electronically and in physical form.
Customers for these services can utilize a netwaded method for aggregating, managing, storingdéstdbuting content for content owners
and rights holders.

On December 19, 2007, Level 3 announced that iréached a definitive agreement to sell the adsiadidistribution business of Vyvx, LLC
(“Vyvx Ads”) to DG FastChannel, Inc. for $129 mdh in cash. The sale is expected to close inghersl quarter of 2008. Revenue from the
Vyvx Ads business totaled approximately $9 milleomd $8 million for the three months ended March2®08 and 2007, respectively. The
results of operations for the Vyvx Ads businessiackided in continuing operations from when it vegsgjuired as part of the WilTel transac

in December 2005. The pending disposal of the \Awms business does not meet the criteria under I¥A3.44 for presentation as
discontinued operations due to the fact that tten@ss is not a reporting unit of the Company astéérm is defined in SFAS No. 144,

The Company expects to continue to develop itserardistribution services through the acquisitibthe Content Delivery Network (“CDN”)
services business (“CDN Business”), which it pusgthin January 2007 from SAVVIS, Inc. for $133 millin cash (including transaction
costs), and the acquisition of Dublin, Ireland lthServecast Ltd., which it purchased in July 2G@7approximately $46 million in cash
(including transaction costs) . The Company belgethat the addition of the CDN Business withftitergy, broad portfolio of patents will help
the Company secure its commercial efforts in thevihe patented CDN market, in which a number of pefitors have significant, patented
intellectual property. In early 2007 Level 3 enkmat on a strategy to refine its capabilities toradd the communications needs of those
organizations that produce the content that indiaisl want to view over the Internet. This sengffering includes high speed IP services,
colocation services and services that cost effelstigistribute the content that is produced forsranption over the Internet. Level 3 believes
that one of the largest sources of future increaletémand for communications services will be detifrom customers that are seeking to
distribute their feature rich content or video other Internet.

The Company offers Wholesale Voice Services thgetdarge and existing markets. The revenue pialeiot Wholesale Voice Services is
large; however, the revenue and margins are exgppézteontinue to decline over time as a resulhefriew low-cost IP and optical-based
technologies. In addition, the market for Wholedabéce Services is being targeted by many compstiweveral of which are larger and have
more financial resources than the Company.

The Company’s Other Communications Services areimaaervices that are not areas of emphasis faC tingpany. Other Communications
Services currently include managed modem and retatgiprocal compensation services. The Compadyitartustomers continue to see
consumers migrate from narrow band dial-up servicégsgher speed broadband services as the namod tmarket matures. Additionally,
America Online, a primary consumer of the Compaujed-up services, has been implementing a stratdginge in its approach to its dial-up
internet access business over the past 24 mordhkdk accelerated the loss of its dial-up subsitburing 2007, America Online’s strategy
accelerated the decline in managed modem revertuis &xpected to contribute to further declinemenaged modem revenue in 2008. The
declines in managed modem revenue from American®tlave been offset to some extent by an increasaiket share as a result of
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certain competitors exiting segments of this bussria 2007. Level 3 believes that the lowst structure of its network will enable it to qoete
aggressively for new business in the declining dhilltsignificant, managed modem market.

Level 3 receives compensation from other carridrewit terminates traffic originating on those @’ networks. This reciprocal
compensation is based on interconnection agreemattitshe respective carriers or rates mandatethéy-CC. The Company earns the
majority of its reciprocal compensation revenuerfnoroviding managed modem services. The Compagg tsgan to receive increasing
amounts of reciprocal compensation from its voeeises during 2007.

The SBC Contract Services Agreement was an agradmaemeen SBC Services Inc. and WilTel and wasinéthin the WilTel acquisition.
SBC Services Inc. became a subsidiary of AT&T Iftogether “SBC”). WilTel and SBC amended theiresgnent in June 2005 to run through
2009. The Company recognized approximately $57anithnd $83 million of revenue under the SBC Catt&ervices Agreement during the
three months ended March 31, 2008 and 2007, régelyctThe agreement provides a gross margin pgelcammitment of $335 million from
December 2005 through the end of 2007, and $7%omiffom January 2008 through the end of 2009 &pdistes that originating and
terminating access charges paid to local phone aaiap get passed through to SBC in accordanceawithmula that approximates costs and
do not count against the gross margin purchase donemt. SBC fully satisfied the $335 million grassirgin purchase commitment during
third quarter of 2007. As a result of satisfying thitial gross margin purchase commitment, SBais:pases of services that exceed the
original $335 million gross margin purchase comneitinnow count toward the $75 million gross marginchase commitment for the period
from January 2008 through the end of 2009. As ofdd81, 2008, SBC had satisfied $60 million of #7& million gross margin purchase
commitment. Level 3 expects that based on SBC’seatitevel of spending, SBC will satisfy the remiagn$15 million of gross margin
purchase commitment in the second quarter of 2008.

Additionally, the SBC Contract Services Agreemeamnivizled for the payment of $25 million from SBCc#rtain performance criteria were met
by Level 3 during 2007. The Company met the peréorece criteria in 2007 under the agreement. Dulieditst three months of 2007, the
Company recorded revenue under the agreement ilfi@n. The performance-based incentive provisianger the SBC Contract Services
Agreement ended in the fourth quarter of 2007. Thepany will not earn performance-based incentiveter this agreement in 2008.
Level 3's management continues to review all of@oenpany’s existing lines of business and serviteriogs to determine how those lines of
business and service offerings assist with the Gmyg focus on delivery of communications serviaed meeting its financial objectives. To
the extent that certain lines of business, busisegments or service offerings are not considerdx ttcompatible with the delivery of the
Company'’s services or with meeting its financigjeckives, Level 3 may exit those lines of businasstop offering those services.
The Company is focusing its attention on the folluywoperational objectives:

* increasing sales and installations to rates thathmaustomer demand,;

e achieving sustainable generation of free cash flow;

e growing revenue in Core Communications Services;

e continuing to show improvements in Adjusted EBITR#&a percentage of revenue;

« completing the integration of acquired businesses;

e growing its content delivery network services;

e continuing to implement its metro network strategyd

e managing cash flows provided by its Other Commuitoa Services and SBC Contract Services.
Management of Level 3 believes the introduction@iv services or technologies, as well as the fudkeelopment of existing technologies,
may reduce the cost or increase the supply ofioestavices similar to those provided by Level BeTbility of the Company to anticipate,
adapt and invest in these technology changesimedyt manner may affect the Company’s future susces
The communications industry continues to consadidaével 3 has participated in this process withabquisitions of WilTel in 2005; Progress
Telecom, LLC (“Progress Telecom”); ICG Communicasplnc. (“ICG Communications”); TelCove, Inc. €lCove”) and Looking Glass
Networks Holding Co., Inc“Looking Glass”) in 2006; and Broadwing Corporati¢gBroadwing”); and the CDN Business and Servedast,

(“Servecast”) in 2007. Level 3 will continue to éwate consolidation opportunities and could makditaahal acquisitions in the future.
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The successful integration of acquired businesged.ievel 3 is important to the success of Levell®e Company must quickly identify
synergies and integrate the networks and suppganizations, while maintaining the service qudktyels expected by customers in order to
realize the anticipated benefits of these acquaisiti Successful integration of these acquired legses will depend on the Company’s ability to
manage these operations, realize opportunitiesef@nue growth presented by strengthened serviegrgfs and expanded geographic market
coverage and to eliminate redundant and excess to#illy realize the expected synergies. If tlmmpany is not able to efficiently and
effectively integrate the acquired businesses eratpns, the Company may experience material hegebnsequences to its business,
financial condition or results of operations.

During the second quarter and portions of the thirdrter of 2007, the Compayservice activation times increased as a restiiteofollowing
issues:

«  Continuing to use the multiple order entry and Bimning systems and processes that were opergtdelacquired companies
to provision end-to-end services.

« Insufficient training on the multiple systems fongloyees performing service activation functions.
*  Lack of sufficient staffing levels in some servativation areas.

* ldentifying and fixing service activation throughpssues was challenging as a result of deceritrgligervice activation
functions across the customer facing groups.

This increase in service activation cycle time hatkgative effect on the Company’s service ingtalantervals and the rate of Core
Communications Services revenue growth during 20Qifing this same period, the Company also expeéeéithallenges in its service
management processes that resulted in longer respiones to resolve customer’s network serviceeissAs a result of consolidating key
operational functions and organizations as patt@fintegration effort, the Company’s operatingisstument became more complex in the first
half of 2007.

During the second and third quarters of 2007, tom@any implemented certain process and organizdt@ranges that were expected to
improve service activation times and allow it thiawe its previously forecasted revenue and AdguEBITDA growth. However, these
changes were not adequate to address the breatifith pfoblems encountered during the third quaisra result of these service activation
service management issues, the growth in CommumisaServices Revenue and Adjusted EBITDA was |awan originally expected for the
full year 2007.

The Company has taken steps to improve its exigtingesses and systems to address the increasiicesactivation times and improve its
service management. With respect to the latterCthpany saw improvements in its service managerheirig the fourth quarter of 2007 a
the first quarter of 2008. Additionally, the Conmmgebelieves it has implemented sufficient improvetsen service activation capabilities to
match installation capacity to customer demandéovices.

The Company has ongoing process and system devetdpmork that is being implemented as part of thiegration efforts which have and
expected to further address the service activaimhservice management issues of systems and pesaaislized by acquired companies as
well as provide significant overall improvementofmerations. The processes and systems under gaveht remain largely on track with
certain components deployed in the fourth quat@007 and first quarter of 2008 and additionalldgments scheduled through the end of
2008. While the operational benefits vary by eadjqet, the Company expects to realize meaningfipfovements in its operating
environment during the second half of 2008.

Level 3 has embarked on a strategy to expand itermumetro presence. The strategy will allow tlenPany to increasingly terminate traffic
over its owned metro facilities rather than paytinigd parties to terminate the traffic. Level 3lsildy to provide high-speed bandwidth directly
to customer facilities is expected to be a comipetiidvantage. The Company intends to offer a braade of services in these markets and
concentrate its sales efforts on bandwidth intenbiwsinesses. The expansion into new metro masketdd also provide additional
opportunities to sell services on the Companytgonal and international networks. This metro gggtincludes the acquisitions of Progress
Telecom, ICG Communications, TelCove and Lookingds! As part of its metro strategy, and as a retiite acquisition of TelCove in 2006
and Broadwing in the first quarter of 2007, the @amy is also targeting enterprise customers djrélctbugh its Business Markets Group
described in more detail below. With the acquisitid the CDN Business in January 2007 and Servatdsily 2007, Level 3 embarked on a
strategy to expand its content delivery servicdsoith the United States and Europe.

The anticipated change in the composition of then@any’s revenue will require the Company to margggrating expenses carefully and
concentrate its capital expenditures on those molies and assets that enable the Company to
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develop its Core Communications Services furtherraplace the decline in revenue and earnings @tner Communications Services and
SBC Contract Services.

Level 3 operates under four customer-facing graupish better serve the changing needs of custome®owing markets and drive growth
across the organization:

*  The Wholesale Markets Group services the commubitsiheeds of the largest national and global serpioviders, including
carriers, cable companies, wireless companiesyaice service providers. These customers typidatygrate Level 3 services
into their own products and services to offer teitlend user customers.

e The Business Markets Group targets enterprise mwestand regional carriers who value a local, psifeal sales force. Spec
customer markets include medium and large busisgkszal and regional carriers, state and locakguwment entities, and higher
education institutions and consortia.

«  The Content Markets Group focuses on serving maaiecontent companies with large and growing badthaieeds. Custome
in this market include video distribution companigviders of gaming, mega-portals, software serproviders, social
networking providers, as well as more tradition&ldia distribution companies such as broadcastdeyjision networks and spa
leagues.

«  The European Markets Group serves large Europeasuaters of bandwidth, including the European atetimtional carriers,
large system integrators, voice service provideable operators, Internet service providers, cdrgeviders, and government ¢
education sectors.

The Company believes that the alignment arouncdoust markets should allow it to drive growth wieleabling it to better focus on the needs
of its customers. Each group is supported by déditemployees in sales and marketing. Each afriheps is also supported by centralized
service or product management and developmentpragmarketing, global network services, engimegiinformation technology, and
corporate functions including legal, finance, €ggtand human resources.

Core Communications Revenue attributed to the austdacing groups is provided in the following &bl

Three Months Ended

March 31, March 31,
2008 2007

(dollars in millions) $ % $ %
Wholesale Markets Grot $ 541 57% $ 50z 58%
Business Markets Grot 24C 25% 227 26%
Content Markets Grou 10C 10% 86 10%
European Markets Group 77 8% 55 6%

Total Core Communications Rever $ 95¢ 10C% $ 87C 10C%

In addition to the operational objectives mentioabdve, the Company has also been focused on inmgrds liquidity, financial condition,
and extending the maturity dates of certain detitlawering the effective interest rate on its cantsting debt.

Coal Mining

Level 3, through its two 50% owned joint-venturefaoe mines in Montana and Wyoming, sells coal prity through longterm contracts wit
public utilities. The long-term contracts for theliery of coal establish the price, volume, andlgy requirements of the coal to be delivered.
Revenue under these and other contracts is reagymiben coal is shipped to the customer.

Critical Accounting Policies

The significant accounting policies set forth intdl@ to the consolidated financial statements é@bmpany’s Form 10-K for the year ended
December 31, 2007 appropriately present, in alenmtrespects, the current status of the Comparitisal accounting policies, and are
incorporated herein by reference. The following marizes recently issued accounting pronouncemeiatshee impact or expected impact to
the Company’s accounting and disclosure.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS No. 157”), whichides fair value, establishes a
framework for measuring fair value in generallyemted accounting principles, and expands disclgsure
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about fair value measurements. SFAS No. 157 doeseqaire any new fair value measurements, butigesvguidance on how to measure fair
value by providing a fair value hierarchy used lassify the source of the information. This statatrie effective for fiscal years beginning a
November 15, 2007 and interim periods within thstdl year. The adoption of SFAS No. 157 did nateha material effect on the Comp/'s
consolidated results of operations or financialditon upon adoption on January 1, 2008.

On February 15, 2007, the FASB issued SFAS No. ‘TH®% Fair Value Option for Financial Assets anddficial Liabilities - Including an
Amendment of FASB Statement No. 115" (“SFAS No.”}59his standard permits an entity to choose to measany financial instruments
and certain other items at fair value. Most of phevisions in SFAS No. 159 are elective; howeves,amendment to FASB Statement No. :
“Accounting for Certain Investments in Debt and Egj$ecurities,” applies to all entities with aadle-for-sale and trading securities. The
FASB'’s stated objective in issuing this standardsigollows: “to improve financial reporting by piding entities with the opportunity to
mitigate volatility in reported earnings causednbgasuring related assets and liabilities diffegewithout having to apply complex hedge
accounting provisions.” The fair value option &dithed by SFAS No. 159 permits all entities toad®to measure eligible items at fair value
at specified election dates. A business entity rejtlort unrealized gains and losses on items faclwthe fair value option has been elected in
earnings at each subsequent reporting date. SFA%539as effective for fiscal years beginning afiezvember 15, 2007. The Company has
assessed whether fair value accounting is apptegoaany of its eligible items and has conclutteat it will not elect to use fair value
accounting for any of these items. As a resultatth@ption of SFAS No. 159 did not have an effecttenCompany’s consolidated results of
operations or financial condition upon adoptionJanuary 1, 2008.

In December 2007, the FASB issued SFAS No. 141igRe\2007), “Business Combinations” (“SFAS No. 131Rhich replaces SFAS

No. 141 “Business Combinations.” SFAS No 141R retains the@eulying concepts of SFAS No. 141 in that an gnsitrequired to recognize
the assets acquired, liabilities assumed, contahctuintingencies, and contingent consideratioheit fair value on the acquisition date. SFAS
No. 141R will change the accounting treatment mtain specific acquisition related items includifly expensing acquisition related cost:
incurred; (2) expensing changes in deferred tagtasduation allowances and income tax uncertardfeer the acquisition date; (3) valuing
noncontrolling interest at fair value at the acdigie date; and (4) expensing restructuring cossoeiated with an acquired business. SFAS
No. 141R also includes a substantial number of disalosure requirements. SFAS No. 141R is to bdiegpprospectively to busine
combinations for which the acquisition date is omfber January 1, 2009.

In March 2008, the FASB issued Statement No. 1Bisc¢iosures about Derivative Instruments and Hegldiativities an amendment of FASB
Statement No. 133" (“SFAS No. 161") SFAS No. 161 requires disclosures of how and arhgntity uses derivative instruments, how
derivative instruments and related hedged itemsaezeunted for and how derivative instruments @hated hedged items affect an entity’s
financial position, financial performance, and clietvs. SFAS No. 161 is effective for fiscal yedeginning after November 15, 2008, with
early adoption permitted.

On May 9, 2008, the FASB issued FASB Staff PosifiitP") APB 14-a, “Accounting for Convertible Delsistruments That May Be Settled
in Cash Upon Conversion (Including Partial Cashi&eent)” (“FSP APB 14-a”). FSP APB 14-a requiigsuers of a certain type of
convertible debt to separately account for the delitequity components of the convertible debtwag that reflects the issuer’s borrowing
rate at the date of issuance for similar debtimsémts without the conversion feature. FSP APE Bplies to certain of the Company’s
convertible debt. FSP APB 14-a is effective fovéle3 beginning on January 1, 2009 and will be opletrospectively to all periods that will
be presented in the Company’s consolidated findstagements for the year ending December 31, 28B8ough the Company is continuing
to evaluate the impact of FSP APB 14-a, it is efgubthat the adoption of FSP APB 14-a will sigrafitly increase its non-cash interest
expense and reduce basic and diluted earning$hpeg.s
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Results of Operations for the Three Months Ended Mich 31, 2008 and 2007:

Three Months Ended
March 31, March 31, Change

(dollars in millions) 2008 2007 %
Revenue
Communication: $ 1,066 $ 1,037 3%
Coal mining 26 19 37%
Total revenue 1,092 1,05¢ 3%

Costs and Expense
Cost of revenue: (exclusive of depreciation
amortization shown separately belc

Communication: 45¢ 45C 2%
Coal mining 16 16 —
Cost of revenue 47E 46€ 2%
Depreciation and amortizatic 24C 221 9%
Selling, general and administrati 422 44C (4)%
Restructuring and n-cash impairment charg 7 4 75%
Total costs and expenses 1,14¢ 1,131 1%
Operating Los: (52 (75) 31%
Other Income (Expense
Interest incomt 6 21 (71)%
Interest expens (13%) (165) 18%
Loss on extinguishment of debt, 1 — (427) 10C%
Other, net 3 1 20C%
Total other income (expense) (126) (570) 78%
Loss from Operations Before Income Ta (a79 (64%) 72%
Income Tax Expense (3 2 (50)%
Net Loss $ (181) $ (647) 72%

Communicationsrevenue is separated into three categories:

e Core Communications Services (including Core Nekw®ervices of transport and infrastructure seryitiesnd data services,
non-wholesale voice services and Level 3 Vyvx sswiand Wholesale Voice Services of domestic aednational voice
termination and toll free services);

«  Other Communications Services (including managedenoand its related reciprocal compensation sesyjiead

. SBC Contract Services.
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Communications revenue attributable to these semwétegories is provided in the following table:

Three Months Ended

March 31, March 31, Change
(dollars in millions) 2008 2007 %
Core Communications Service
Core Network Services $ 774  $ 72C 8%
Wholesale Voice Services 184 15C 23%
95¢ 87C 10%
Other Communications Servic 51 84 (39)%
SBC Contract Services 57 83 (31)%
Total Communications Revenue $ 1,06¢ $ 1,037 3%

Communications Revenue for the Three Months Ended March 31, 2008 and 2007:

The 10% increase in Core Communications Serviogsntee in the first quarter of 2008 compared tdfitls¢ quarter of 2007 is due to a
combination of growth in the Company’s Core Netw8gtvices and Wholesale Voice Services. The Cognpaperienced growth across
several products, including transport, colocatitata, IP, local voice and Vyvx services within Cbhietwork Services. An increase in demand
for transport services in the financial, carri@ble, wireless and megacontent market segment®foplex nationwide solutions and colocat
capacity in large markets contributed to the reeegmowth in the first quarter of 2008 compared® s¢ame period last year. IP and data
revenue increased in 2008 as a result of growtilleble traffic, especially for video to wireledevices, which exceeded reductions in unit
prices. Vyvx broadcast revenue increased primaslga result of the proliferation of high definitieports, news and entertainment
programming.

The increase in Wholesale Voice Services revenad#ridutable to an increase in voice terminatiofi,free and international voice services.
The growth in voice termination revenue is primadittributable to an increase in demand from th#ecand wireless segments. Toll free
revenue increased primarily due to higher trafftdlzutable to conferencing customers. The contihagoption of VolP services resulted in an
increase in demand at the retail sector and aeaserin international voice termination revenue Tompany continues to concentrate its ¢
efforts on maintaining margins approaching 30%lese products. As a result the Company may expegisome volatility in revenue as a
result of this strategy.

The Company has taken steps to improve its exigtingesses and systems to address the increasiicesactivation times and improve its
service management. With respect to the latterChapany saw improvements in its service managerheirig the fourth quarter of 2007 a
the first quarter of 2008. Additionally, the Conmmgebelieves it has implemented sufficient improvetsen service activation capabilities to
match installation capacity to customer demandéovices. The Company currently believes thatr@salt of these actions, Core
Communications Services revenue will grow betwe¥na®d 13% in 2008.

The Company has ongoing process and system devetdpmork that is being implemented as part of thiegration efforts which have and i
expected to further address the service activatimhservice management issues of systems and pesceilized by acquired companies as
well as provide significant overall improvementofmerations. The processes and systems under gaveht remain largely on track with
certain components deployed in the fourth quat@007 and first quarter of 2008 and additionalldgments scheduled through the end of
2008. While the operational benefits vary by eadjqut, the Company expects to realize meaningfipirovements in its operating
environment during the second half of 2008.

Other Communications Revenue declined 39% fortiheetmonths ended March 31, 2008 compared to the thonths ended March 31,
2007. Managed modem revenue declined in thedfiratter of 2008 compared to the same period in 2804 result of the continued migration
from narrow band dialip services to higher speed broadband serviceadyser customers, especially in large metropobtaas. This chan
has resulted in a decline in the demand for managstem ports. In addition to the port cancellafioovisions, the contracts with America
Online contain market-pricing provisions that htive effect of lowering revenue, as Level 3 is odiggl to provide America Online a reduced
per port rate if Level 3 offers another customdtdyepricing for a lower volume of comparable seed. The declines in managed modem
revenue from America Online were partially offsgtibcreases in market share as a result of cectaimpetitors exiting segments of
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the managed modem business in 2007. The Compamgtsxmanaged modem revenue to continue to dedlitieifuture due to an increase in
the number of subscribers migrating to broadbandces and potential pricing concessions as cotsttae renewed.

Reciprocal compensation revenue from managed medevices also declined in the first quarter of 2608\pared to the first quarter of 2007
as a result of the continuing decline in demandhfanaged modem services. The Company has histgréaahed the majority of its reciprocal
compensation revenue from managed modem serviegsl B has interconnection agreements in placthéomajority of traffic subject to
reciprocal compensation. The majority of the Conypainterconnection agreements provided rate strestinrough 2007. Level 3 continue:
negotiate new interconnection agreements or amemdn@its existing interconnection agreements \téttocal carriers. As a result of the
Company’s acquisitions of WilTel, TelCove and Bra@tg, the Company has started to generate a paofide reciprocal compensation
revenue from voice services. To the extent thaCtbpany is unable to sign new interconnectione&gents or signs new agreements
containing lower rates, or there is a significagtlthe in the Company’s managed modem dial-up lessinor FCC or state regulations change
such that carriers are not required to compenghgr oarriers for terminating ISP-bound trafficsiprocal compensation revenue may decline
significantly over time.

SBC Contract Services revenue decreased 31% tonfibanh in the first quarter of 2008 compared te tiirst quarter of 2007 as expected dt
the migration of the SBC traffic to the AT&T netvkoThe SBC Contract Services agreement was obtamnBécember 2005 as part of the
WilTel acquisition. Under the terms of the agreem&BC has gross margin purchase commitments thra0g§9. SBC fully satisfied the $335
million gross margin purchase commitment for theqzefrom December 2005 through December 2007 dutie third quarter of 2007. As a
result of satisfying the initial gross margin puash commitment, SBC’s purchases of services thwategikthe original $335 million gross
margin purchase commitment now count toward theriflion gross margin purchase commitment for teeiqd from January 2008 through
the end of 2009. As of March 31, 2008, SBC hadsBad $60 million of the $75 million gross margiarphase commitment. Level 3 expects
that, based on SBC'’s current level of spendingréheaining $15 million of gross margin purchase gotment will be satisfied by SBC in the
second quarter of 2008.

Additionally, the SBC Contract Services Agreememiviled for the payment of $25 million from SBCc#rtain performance criteria were met
by Level 3 during 2007. The Company met the peréorece criteria in 2007 under the agreement. Dulieditst three months of 2007, the
Company recorded revenue under the agreement i@ for the three months ended March 31, 2aG&el 3 will not earn performance-
based incentives in 2008 under the SBC Contracti&er Agreement.

Coal mining revenue increased 37% to $26 million in the firsger of 2008 compared to the first quarter of2200he increase in coal
revenue is primarily attributable to the amendmadra long-term supply contract which enabled a@ustr to buyout future coal purchase
commitments with the Company. The Company doesiae¢ any further obligations with respect to fataoal commitments under the
amendment, and therefore recognized the settleasergvenue in the first quarter of 2008.

Cost of Revenudor the communications business, as a percentagevefiue, for the first quarter of 2008 and thst fijuarter of 2007 was
43.1% and 43.4%, respectively. The slight decreafiest quarter cost of revenue, as a percentdigevenue, is primarily attributable to the
synergies derived from acquired companies. Du2@y and the first part of 2008, the Company wée beliminate the costs associated
duplicate circuits serving the same markets. Alsatributing to the decrease in first quarter 2008t ©f revenue, as a percentage of revenue, is
the continued decrease in SBC Contract Servicesne/from the first quarter of 2007 to the firsadgar of 2008. The margins for SBC
Contract Services revenue are lower than the margimed on other components included in Core dher@ommunications Services
revenue. Partially offsetting these variances thhasncrease in Wholesale Voice revenue as a pagernf total revenue and the reduction in
higher margin Other Communications Services revefilee margins for Wholesale Voice revenue are @pprately 30% versus the 80%
margins earned for Core Network Services revenue.

Coal mining cost of revenue, as a percentage of revenue, dect¢a 62% for the first quarter of 2008 compame83% in the first quarter of
2007. The decrease in first quarter 2008 costwémue, as a percentage of revenue, was primardyalthe buyout by a coal customer of
future coal purchase commitments resulting in reeewith no associated costs.

Depreciation and Amortization expense increased 9% to $240 million for the fitstrter of 2008 compared to the first quarter &f220rhe
increase is primarily attributable to the increadefreciation expense related to capital asse¢goplaced in service late in 2007 and early
2008 and increased capital expenditures during @07 acquisition activity outpacing the reductiordepreciation from fully depreciated
assets.

The Company expects depreciation and amortizatiperese to decrease in 2008 to a range of $900omili $940 million
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primarily due to reduced depreciation and amotitra¢xpense associated with shorter-lived tangiblé intangible communications assets that
were placed in service in prior years that are etqzeto become fully depreciated or amortized i688nd reduced amortization expense on
intangible assets as a result of the useful livesges and valuation changes made in 2007. Tleeseates are expected to be partially offset
by increased depreciation expense on incremenpitbtaxpenditures.

Selling, General and Administrativeexpenses decreased 4% to $422 million in thedinstter of 2008 compared to the first quarter @720
This decrease is primarily attributable to the sggesavings that have been achieved as a resatipfisition integration efforts. Specifically,
decreases in compensation and bonus, network detasts and facilities-based expenses all cont&ibtd the decrease in selling, general and
administrative expenses in the first quarter of00mhcluded in selling, general and administragxpenses for the first quarter of 2008 and
2007 were $23 million and $24 million, respectivedy non-cash compensation expenses related tésgpaoutperform stock options and other
stock-based compensation awards.

The Company expects selling, general and admitiisraxpenses to decrease in 2008 on an overa#l basipared to 2007 as a result of
reduced integration costs, reductions in headcmlated to restructuring activities and expectesiress process and system efficiencies
partially offset by an increase in incentive-basethpensation.

Restructuring Chargesincreased 75% to $7 million in the first quarte2608 compared to the same period in 2007. The @agnpecognize
severance charges of $7 million in the first quaofe2008 and $4 million in the same period of 20@Tated to workforce reductions in the
communications business in North America. The Viade reductions completed in both periods wermarily related to the integration of
companies acquired by Level 3 in 2006 and Januddy 2As of March 31, 2008, the Company had remgioinligations of approximately $1
million.

The Company expects to continue to record restrngfucharges in 2008 in connection with the corguhintegration of businesses acquired in
2006 and 2007 and as a result of the deploymeintmoved business processes and systems duringtB@08hould result in a reduced
headcount level.

The Company continues to periodically conduct cahpnsive reviews of the long-lived assets of isilesses, specifically communication
assets deployed along its intercity and metro nedsvand in its gateway facilities. It is possitiiat assets may be identified as impaired and
impairment charges may be recorded to reflectehézable value of these assets in future periods.

Adjusted EBITDA , as defined by the Company, is net income (lassh fthe consolidated statements of operations edfgrincome taxes,
(2) total other income (expense), (3) non-cash impent charges included within restructuring ang@nment charges as reported in the
consolidated statements of operations, (4) depieniand amortization and (5) non-cash stock coragon expense included within selling,
general and administrative expenses on the cordeticstatements of operations.

Adjusted EBITDA is not a measurement under accogmprinciples generally accepted in the Unitedeltand may not be used in the same
way by other companies. Management believes thatstetl EBITDA is an important part of the Companyternal reporting and is a key
measure used by Management to evaluate profitabititl operating performance of the Company andateemesource allocation decisions.
Management believes such measures are especigidrtimt in a capital-intensive industry such asdeinmunications. Management also uses
Adjusted EBITDA to compare the Company’s performeatwthat of its competitors. Management uses AdjuEBITDA to eliminate certain
non-cash and non-operating items in order to cterdly measure from period to period its abilityftimd capital expenditures, fund growth,
service debt and determine bonuses.

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedatisermn-cash nature of these
items. Adjusted EBITDA also excludes interest inegpimterest expense, income taxes and gain (lossxtinguishment of debt because these
items are associated with the Company'’s capitétizaind tax structures. Adjusted EBITDA also exelsidepreciation and amortization
expense because these maish expenses reflect the impact of capital investsiwhich management believes should be evaltiatedgh cas
flow measures. Adjusted EBITDA excludes total otimeome (expense) because these items are na&ddtathe primary operations of the
Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use similar
performance measures whose calculations may ditfer the Company’s calculations. Additionally, thilsancial measure does not include
certain significant items such as interest incoimterest expense, income taxes, depreciation amdteation, non-cash impairment charges,
non-<cash stock compensation expense, gain (loss) gneedinguishment of debt and net other income ézge). Adjusted EBITDA should r
be considered a substitute for other measuresaifial performance reported in accordance with BAA
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Note 12 of the consolidated financial statementwipes a reconciliation of Adjusted EBITDA for eashthe Compan’s operating segments.
Adjusted EBITDA for the communications business %265 million and $168 million for the first quartef 2008 and 2007, respectively. The
increase is primarily attributable to the growttthie Company’s Core Communications Services revandehe benefits of operating expense
reductions from integration activities in 2007 dhd first quarter of 2008, partially offset by daek in Other Communications Services
revenue, SBC Contract Services revenue and restingtcosts of integration incurred during thetfijsarter of 2008 as compared to the first
quarter of 2007.

The Company continues to expect Adjusted EBITDAntwease in 2008 compared to 2007 to a range dl $tilion to $1.1 billion. The
expected increase in Adjusted EBITDA is based artinoed growth in Core Communications Services meeg expected improvements in
service delivery times, and the benefit of synexgiecost of revenue and selling, general and adtrative expenses realized from integration
activities.

Interest Incomedecreased 71% to $6 million in the first quarteR00®8 compared to the first quarter of 2007. Thaekse in interest income
was due primarily to a decrease in the averagestedecash balance and a decrease in the average eatthe portfolio. The Company’s
average return on its portfolio decreased to 29%é first quarter of 2008 compared to 5.0% infitet quarter of 2007. The average portfolio
balance decreased to $747 million in the first terasf 2008 compared to $1.6 billion in first quearof 2007.

Pending the utilization of cash and cash equivalgehe Company invests its funds primarily in gowmeent and government agency securities,
money market funds and commercial paper. The inverst strategy generally provides lower yields anftinds than would be obtained on
alternative investments, but reduces the risk itacjpal in the short term prior to these funds leiised in the Company’s business.

Interest Expensedecreased 18% to $135 million in the first quaoie2008 compared to the first quarter of 2007.regeexpense decreased
primarily as a result of the refinancing activittaat were completed by the Company in the firgtrtgr of 2007. The overall reduction in
interest expense is the net result of the followdebt issuances, debt for equity exchanges, ddbtirptions and debt repurchases transactions:
Interest expense increased as a result of theafimitpdebt issuances:

* %1 billion of Senior Notes issued in February 2@0msisting of $700 million of 8.75% Senior Noteed@017 and $300 million
Floating Rate Senior Notes due 2015.

e  $1.4 billion Senior Secured Term Loan due 2014redténto in March 2007 to refinance the previoweststing $730 million
Senior Secured Term Loan due 2011.

The increase in interest expense from debt issgatescribed above was more than offset by theviglig debt for equity exchanges, debt
redemptions and debt repurchases completed duminfirst quarter of 2007:

e $605 million of 10% Convertible Senior Notes dud 2@xchanged in January 2007 for 197 million shafesmmon stock.
+  $488 million of 12.875% Senior Notes due 2010 reusein March 2007.

*  $96 million of 11.25% Senior Notes due 2010 redekmeMarch 2007

e $138 million (€104 million) of 11.25% Senior Eur@fés due 2010 redeemed in March 2007.

e $144 million of Floating Rate Notes due 2011 repased in March 2007.

e $59 million of 11% Senior Notes due 2008 repurcbaseMarch 2007.

e $677 million of 11.5% Senior Notes due 2010 repasgu in March 2007.

e $61 million (€46 million) of 10.75% Senior Euro Natdue 2008 repurchased in March 2007.
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Level 3 expects quarterly interest expense in 200& $132 million per quarter based on currenstanding debt balances as of March 31,
2008. Level 3 expects to refinance approximat8§dbmillion of the debt due in 2010 in advancenitsturity in 2010.

Loss on Extinguishment of Debtwas zero for the first quarter of 2008 compare$i4®7 million for the first quarter of 2007. Thesfoon
extinguishment of debt for the first quarter of Z@®nsisted of the following:

e $177 million loss recognized for the January 2003hange of $605 million of 10% Convertible Seniatés due 2011 for
approximately 197 million shares of the Companymmon stock. The loss included $1 million of unatized debt issuance
costs.

¢ $10 million loss recognized for the March 2007 meficing of the Company’s $730 million Senior Sedurerm Loan due 2011
into a $1.4 billion Senior Secured Term Loan dug#fhe loss consisted of unamortized debt issuens#s associated with the
previous $730 million Senior Secured Term Loan 20&1.

e $54 million loss recognized on the redemption d@&willion of outstanding debt consisting of thldwing debt transactions:

*  $12 million loss on the redemption of $488 milliohoutstanding 12.875% Senior Notes due 2010 ctoingisf a $10
million cash loss and $2 million in unamortized tislsuance costs.

*  $3 million loss on the redemption of $96 millionaiftstanding 11.25% Senior Notes due 2010 congistim $2 million
cash loss and $1 million in unamortized debt issaarosts.

*  $39 million loss on the redemption of $138 milli@1L04 million) of outstanding 11.25% Senior Eurotéodue 2010
consisting of a $38 million cash loss and $1 millaf unamortized debt issuance costs.

. $186 million loss recognized on the repurchaseutjindender offers of $941 million of outstandindpteonsisting of the
following debt issuances:

e $18 million loss on the repurchase of $144 millidroutstanding Floating Rate Senior Notes due 2fiiisisting of an
$12 million cash loss and $6 million in unamortizibt issuance costs and unamortized discount.

e $3 million loss on the repurchase of $59 milliorootstanding 11% Senior Notes due 2008 consistirg®3 million
cash loss and less than $1 million in unamortizstst éssuance costs.

$141 million loss on the repurchase of $677 millddroutstanding 11.5% Senior Notes due 2010 cangisff a $78
million cash loss and $63 million in unamortizedtdssuance costs and unamortized discount.

e $24 million loss on the repurchase of $61 milli€4¢ million) of outstanding 10.75% Senior Euro Notieie 2008
consisting of a $24 million cash loss and less $tamillion in unamortized debt issuance costs.

The Company expects to enter into additional tretisas in the future to repurchase or exchangdiegisiebt that may result in gains or losses
on the extinguishment of debt.

Other, net was $3 million in the first quarter of 2008 andrillion in the first quarter of 2007. Other, netpgmarily comprised of gains and
losses on the sale of marketable securities anébperating assets, realized foreign currency gaimslosses and other income.

Income Tax Expensavas $3 million and $2 million for the first quarter 2008 and 2007, respectively.
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Financial Condition—March 31, 2008

Cash flows used in operating, investing and finag@ictivities for the three months ended MarchZBD8 and 2007, respectively are
summarized as follows (dollars in millions):

Three Months Ended

March 31, March 31,
(dollars in millions) 2008 2007 Change
Net Cash Used in Operating Activiti $ 47 $ 93 $ 46
Net Cash Used in Investing Activiti (111 (483) 372
Net Cash Used in Financing Activiti (26) (22€) 20C
Effect of Exchange Rates on Cash 3 5 (2)
Net Change in Cash and Cash Equival $ (181) $ (797 $ 61€

Operating Activities

Cash flows used in operating activities decreagédrillion for the three months ended March 31,8260mpared to the same period in 2007.
The improvement in cash flows from operating atitigi was primarily due to an increase in Adjust&TDA and lower interest payments,
partially offset by unfavorable fluctuations in Wworg capital balances which resulted in an incretaemse of cash of $45 million for working
capital items compared to the same period in 20B&.increase in cash used for working capital itenpgimarily due to the changes in
accounts payable and deferred revenue partialbebffy changes in accounts receivable and othegrduiabilities.

Investing Activities

Cash used in investing activities decreased by $3fln for the three months ended March 31, 260681pared to the same period in 2007.
The decrease in cash used in investing activites pvimarily due to the fact that the three moetihded March 31, 2007 included cash
disbursements totaling $626 million related toplnechase of Broadwing and CDN businesses in Jarl@dy. Also in 2007, the Company
received $280 million from the maturity of markdtabecurities and $16 million from a decrease élihlance of restricted securities. Capital
expenditures declined from $155 million for theetamonths ended March 31, 2007 to $113 milliortHerthree months ended March 31,
2008. The decline is primarily attributable toeduction in integration related capital for the coamications business.

Financing Activities

Cash used in financing activities decreased $20@mmio a $26 million use of cash in the three ithsrended March 31, 2008 compared to the
same period in 2007. In 2008, the Company regedihal amounts due under the 11% Senior Notesl8ritb% Senior Euro Notes of $26
million. For the three months ended March 31, 2@@8h flows from financing activities include $&23billion of net proceeds from the
issuance of the Floating Rate Senior Notes due,20&5.75% Senior Notes due 2017 and the Senitur8e Credit Facility due 2014. The
Company used proceeds from these offerings alottgagish on hand to retire or refinance approxirge2l497 billion aggregate principal
amount of debt. Total cash consideration paid ticerer refinance this debt was $2.611 billionndicing activities for the three months ended
March 31, 2007 also include proceeds of $23 milfimm the exercise of warrants associated wittBl@adwing transaction and other equity-
based instruments.

Liquidity and Capital Resources

The Company incurred net losses of $181 milliontfier three months ended March 31, 2008 and used#idn and $113 million of cash for
operating activities and capital expenditures, eeipely. This compares to net losses of $647ioniJl$93 million of cash used in operating
activities and $155 million of cash used for cdpgtependitures for the three months ended Marcl28@y. The Company expects that cash
provided by operating activities will closely appimate cash used for capital expenditures for disenine months of 2008 as Core
Communications Services revenue is expected to ratalg increase and the Company realizes additio@aéfits from cost of revenue and
operating expense synergies from prior period aitipis. The Company expects that the communicatiusiness will generate positive cash
flow from operations net of capital expenditurestfe full year 2009.

For the remainder of 2008, the Company expectitss will continue to exceed revenue primarily tludepreciation and amortization
expenses as well as interest costs. The Comparecexpdjusted EBITDA to improve in 2008 to a ramd&950 million to $1.1 billion
primarily as a result of a full year of benefitiindhe integration related synergies associated thétacquisitions completed in 2006 and 2007,
as well as moderate growth in Core CommunicatiarsiSes revenue that is expected to be partiafisedpby reductions in Other
Communications Services and SBC Contract Servisasnue. Interest
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payments are expected to be slightly lower thar$8#5 million made in 2007 based on current delgtanding and the financing and other
capital markets transactions completed in 2007 it@lagxpenditures for 2008 are expected to be érémge of 12% to 14% of revenue and
significantly lower than the $633 million incurr@d2007 due to much lower integration-related cgkpenditures. The Company expects to
spend approximately $150 million to $200 milliom fiase capital expenditures (estimated capitalireduo keep the network operating
efficiently and product development) with the reniiag capital expenditures expected to be successdbar tied to incremental revenue. The
Company does not have any significant principal am®due on its outstanding debt until Septemb&028s of March 31, 2008, the
Company had debt of $6 million and $366 millionttheatures in 2008 and 2009, respectively.

Level 3 had $540 million of cash, cash equivalems marketable securities on hand at March 31,.200&ddition, $127 million of current a
non-current restricted securities are used to irHldize outstanding letters of credit, long-terebt] certain operating obligations of the
Company or certain reclamation liabilities assaatith the coal business. Based on informatiorlaa 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 may elect to secure additional cajpitdde future, at acceptable terms, to improvdidisdity or fund acquisitions. In addition,

an effort to reduce future cash interest paymestsyell as future amounts due at maturity or temcktdebt maturities, Level 3 or its affiliates
may, from time to time, issue new debt, enter addbt for debt, debt for equity or cash transacttonsurchase its outstanding debt securities in
the open market or through privately negotiateddaations. Level 3 will evaluate any such transastin light of then existing market
conditions and the possible dilutive effect to ktaaders. The amounts involved in any such tramsacindividually or in the aggregate, may
be material.

In addition to raising capital through the debt aqdity markets, the Company may sell or disposxisting businesses, investments or other
non-core assets. On December 19, 2007, Level Guarwed that it had reached a definitive agreentesell the advertising distribution
business of Vyvx, LLC (“Vyvx Ads”) to DG FastCharnbc. for $129 million in cash. The sale is eg@al to close in the second quarter of
2008. Revenue from the Vyvx Ads business totafgat@imately $9 million and $8 million for the tlrenonths ended March 31, 2008 and
2007, respectively. The results of operationdtierVyvx Ads business are included in continuingragions from the date it was acquired as
part of the WilTel transaction in December 2005.

The communications industry continues to consadidaevel 3 has participated in this process withabquisitions of several companies in
2006, as well as Broadwing, the CDN Business amdeBast during 2007. Level 3 will continue to exaticonsolidation opportunities and
could make additional acquisitions in the future.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Level 3 is subject to market risks arising frommpas in interest rates and foreign exchange ragsf March 31, 2008, the Company had
borrowed a total of $1.7 billion primarily undeSanior Secured Term Loan due 2014 and Floating Betéor Notes due 2015 that bear
interest at LIBOR rates plus an applicable margmthe LIBOR rates fluctuate, so too will the irgstr expense on amounts borrowed under the
debt instruments. The weighted average interestathe variable rate instruments at March 31820@s approximately 6.30%.

On March 13, 2007, Level 3 Financing entered into interest rate swap agreements to hedge thegttpayments on $1 billion notional
amount of floating rate debt. The two interest at@p agreements are with different counterpastiesare for $500 million each. The interest
rate swap agreements are effective beginning Agrik007 and mature on January 13, 2014. Unddethes of the interest rate swap
agreement, Level 3 receives interest payments b@sealling three month LIBOR terms and pays insea the fixed rate of 4.93% under one
arrangement and 4.92% under the other. Level 3lésignated the interest rate swap agreementsashdlow hedge on the interest payments
for $1 billion of floating rate debt.

The remaining variable rate debt has a weightedsagecinterest rate of 5.84% at March 31, 2008,ahygpothetical increase in the variable
portion of the weighted average rate by 1% (iwe@hted average rate of 6.84%) would increase @rinterest expense of the Company by
approximately $7.0 million. At March 31, 2008, t@empany had $5.1 billion (excluding discounts)iréfl rate debt bearing a weighted
average interest rate of 7.83%. A decline in irgerates in the future will not benefit the Compavith respect to the fixed rate debt due to the
terms and conditions of the loan agreements thatdwequire the Company to repurchase the delgeatified premiums if redeemed early.

The Company’s business plan includes operatingdeienunications network businesses in Europe. Adasth 31, 2008, the Company had
invested significant amounts of capital in the oegfior its communications business. The Company do¢ make use of financial instruments
to minimize its exposure to foreign currency fluaions.

Indicated changes in interest rates are based putlgtical movements and are not necessarily itidecaf the actual results that may occur.
Future earnings and losses will be affected byadluctuations in interest rates and foreign cocserates.
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ltem 4. Controls and Procedures

(a) Disclosure controls and procedures. The Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveness
of the Company'’s disclosure controls and procedasesf March 31, 2008. Based upon such reviewCtiief Executive Officer and Chief
Financial Officer have concluded that the Compawgistrols and procedures are effective and argydedito 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 andteepwithin the time periods specified in the Consiaa’s rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertf@hiation 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 were no changes in the Company'’s internatabaver financial reporting identified in connixt with the
evaluation required by paragraph (d) of ExchangeRAdes 13a-15 or 15d-15 that occurred during &isefiscal quarter that have materially
affected, or are reasonably likely to materiallieaf, the Company’s internal control over finangigborting.

PART Il - OTHER INFORMATION
ltem 1A Risk Factors
In addition to the other information set forth imstreport, you should carefully consider the feswiscussed in Part I, “Item 1A. Risk Factors”
in Level 3's Form 10-K for the year ended Decen®ikr2007, which could materially affect Level 3issiness, financial condition or future
results. The risks described in Level 3's Form 1@fK not the only risks facing the Company. Addiéibrisks and uncertainties not currently
known to Level 3 or that it currently deems to beriaterial also may materially adversely affect Le&/g business, financial condition and/or

operating results. The Risk Factors included inGbenpany’s Form 10-K for the year ended DecembeRBQ7, 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 cqusaces, 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 available on ataigle terms;

«  asubstantial portion of its cash flow will be ugednake principal and interest payments on oudtandebt, reducing the funds
that would otherwise be available for operations fature business opportunities;

« asubstantial decrease in cash flows from operatitigities or an increase in expenses could madticult to meet debt servic
requirements and force modifications to operations;

« Level 3 has more debt than certain of its compestitwhich may place Level 3 at a competitive disadage; and

«  substantial debt may make Level 3 more vulnerabbedownturn in business or the economy generally.
Level 3 has substantial deficiencies of earningsoteer fixed charges of approximately $165 millfonthe three months ended March 31,
2008. Level 3 had deficiencies of earnings to cdixed charges of $1.068 billion for the fiscal yemded December 31, 2007, $720 million

the fiscal year ended December 31, 2006, $634aniftr the fiscal year ended December 31, 20059 $dillion for the fiscal year ended
December 31, 2004, and $681 million for the figezdr 2003.

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 anticipated profits.

If Level 3 were unable to refinance its debt oraise additional capital on acceptable terms, L&i&ehbility to operate its business would be
impaired. As of March 31, 2008, Level 3 had an aggte of approximately $6.838 billion of long-tedebt on a consolidated basis and
including current maturities, and approximately $93illion of stockholders’ equity.

Level 3's ability to make interest and principaypeents on its debt and borrow additional fundsarofable terms depends on the future
performance of the business. If Level 3 does neetenough cash flow in the future to make inteoest
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principal payments on its debt, Level 3 may be ireglto refinance all or a part of its debt oraise additional capital. Level 3 cannot be sure
that it will be able to refinance its debt or ragiditional capital on acceptable terms.

Level 3 may be unable to hire and retain sufficienqualified personnel; the loss of any of its key &cutive officers could adversely affect
its business.

Level 3 believes that its future success will depenlarge part on its ability to attract and rathighly skilled, knowledgeable, sophisticated
and qualified managerial, professional and tectmiessonnel. Level 3 has experienced significambpetition in attracting and retaining
personnel who possess the skills that Level 3aking. As a result of this significant competitikrevel 3 may experience a shortage of
qualified personnel.

Level 3's businesses are managed by a small nuaitkey executive officers, including James Q. Cro@hkief Executive Officer. The loss of
any of these key executive officers could have tened adverse effect on Level 3's business.
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Item 6. Exhibits
10 Form of Amended and Restated Deferred Issuanck 3igeemen
12 Statements Re Computation of Rat
31.1 Rule 13i-14(a)/15+-14(a) Certification of the Chief Executive Offic
31.2 Rule 13i-14(a)/15+-14(a) Certification of the Chief Financial Offic

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiicBe906 of the Sarbanes-
Oxley Act of 2002
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Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 12, 200 /sl Eric J. Mortense
Eric J. Mortense
Senior Vice President, Controll
and Principal Accounting Office
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Exhibit 10

FORM OF AMENDED AND RESTATED
DEFERRED ISSUANCE STOCK AGREEMENT

This Amended and Restated Deferred Issuance Stgodefnent is entered into this day of , 2008
between (the “ Employe€’) and Level 3 Communications, Inc., a Delawarepooation (the “ Compan).
Reference is hereby made to the Deferred Issuaiock 8greement dated between Employee and Company (the “

Deferred Issuance Agreemént

The Employee and the Company agree that the Ddfésseance Agreement is hereby amended and regtatedntirety to be in the
form of the Amended Master Deferred Issuance Skgmeement (along with the Exhibits thereto, therénded Master Agreemehtbetweel
the Employee and the Company that is in effechendiate hereof.

The Employee and the Company further agree thaCtmpany’s obligation to issue the Deferred Shaseset forth in the Deferred
Issuance Agreement shall be deemed to be setifoaiDeferred Issuance Stock Award Letter issugdyant to the Amended Master
Agreementprovided , that there shall be no modification to the ddtthe award to the Employee under the Deferredaisse Agreement, the
number of Deferred Shares to be issued to the Braplander the Deferred Issuance Agreement andnissudate under the Deferred Issuance

Agreement.

IN WITNESS WHEREOF, this Agreement is entered imyahe Employee and by the Company as of thefiateabove written.

LEVEL 3 COMMUNICATIONS, INC.

By:
Title:

EMPLOYEE

Name:




Exhibit 12
STATEMENTS RE COMPUTATION OF RATIOS

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

LEVEL 3 COMMUNICATIONS, INC.

Three Months Ended

March 31, Fiscal Year Ended

(dollars in millions) 2008 2007 2007 2006 2005 2004 2003

Loss from Continuing Operations Before Ta $ (178 $ (645 $ (1,130 $ (788 $ (702) $ (47 $ (746
Earnings of Equity Invester — — — — — — 3
Interest on Debt, Net of Capitalized Inter 13t 165 577 64¢ 53C 48t 567
Amortization of Capitalized Intere 13 17 68 68 68 68 68
Interest Expense Portion of Rental Expe 17 16 63 44 25 29 31
Earnings (Losses) Available for Fixed Char $ (13 $ (44) $ (420 $ (289 $ (M 108 $ (83
Interest on Dek $ 13 $ 168 $ 577 $ 646 $ 5H53C $ 48 $ 567
Preferred Dividend — — — — — — —
Interest Expense Portion of Rental Expe 17 16 63 44 25 29 31
Total Fixed Charges $ 152 $ 181 $ 64C $ 692 $ 558 $ 514 $ 59€

Ratio of Earnings to Fixed Charg — — — — — — —

Deficiency $ (165 $ (626) $ (1068 $ (7200 $ (634 $ (409 $ (681)




Exhibit 31.1

CERTIFICATIONS*

I, James Q. Crowe, certify that:

1.

2.

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

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

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

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

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

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

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

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reporting;dan

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

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

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

Date: May 12, 200:

/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 Form 10-Q of Level 3 Commutiass, Inc.;

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

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

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

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

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

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

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regasir's internal control over financial reporting;dan

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

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

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

Date: May 12, 200:

/s/ Sunit S. Pate

Sunit S. Pate
Chief Financial 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 32.1

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

In connection with the Form 10-Q of Level 3 Comnuations, Inc. (the “Company”) for the three monginsled March 31, 2008 as filed with
the Securities and Exchange Commission on thetdatof (the “Report”)l, James Q. Crowe, Chief Executive Officer of thenipany, certify
pursuant to 18 U.S.C. § 1350, as adopted pursa&h906 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 mets, in all material respects, the financial ctadiand results of
operations of the Company.

/s/ James Q. Crow
James Q. Crow

Chief Executive Office
May 12, 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 Comnuations, Inc. (the “Company”) for the three monginsled March 31, 2008 as filed with
the Securities and Exchange Commission on thehdatof (the “Report”), I, Sunit S. Patel, Chief &ircial Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursa&h906 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 mets, in all material respects, the financial ctadiand results of
operations of the Company.

/s/ Sunit S. Pate

Sunit S. Pate

Chief Financial Office!
May 12, 200¢




