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FORM 10-Q

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
(Mark One)

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

For the Quarterly Period Ended March 31, 200t

or

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

For the transition period to

Commission file number 0-15658
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations

(unaudited)
Three Months Ended
March 31,
(dollars in millions, except per share data) 2005 2004
Revenue
Communication: $ 51C % 38¢
Information Service 48¢ 494
Coal Mining 17 16
Total revenue 1,01 89¢
Costs and Expense
Cost of revenue
Communication 11€ 81
Information Service 442 44¢
Coal Mining 13 13
Total cost of revenu 571 543
Depreciation and amortizatic 171 17¢
Selling, general and administrati 22¢€ 23t
Restructuring charge 15 2
Total costs and expens 98¢ 95¢
Operating Income (Los! 27 (60)
Other Income (Expense
Interest incomi 4 3
Interest expense, n (119 (127)
Other, ne 6 38
Total other income (expens (104) (86)
Loss Before Income Taxt (77) (14¢€)
Income Tax Expens — (1)
Net Loss $ 77n % (147
Basic Earnings (Loss) per Sha
Net Loss $ 011 $ (0.22)

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

(unaudited)
March 31, December 31,

(dollars in millions) 2005 2004
Assets
Current Assets

Cash and cash equivalel $ 33¢€ 442

Marketable securitie 29C 22t

Restricted cash and securit 42 48

Receivables, less allowances of $23 and $23, régphc 437 54t

Other 117 141
Total Current Asset 1,222 1,402
Property, Plant and Equipment, | 5,271 5,40¢
Marketable Securitie — 114
Restricted Cas 70 67
Goodwill and Intangibles, ni 43¢ 457
Other Assets, n¢ 92 96

$ 7,09¢ 7,544

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

(continued)

(unaudited)
March 31, December 31,
(dollars in millions, except per share data 2005 2004
Liabilities and Stockholde’ Deficit
Current Liabilities:
Accounts payabl 481 % 614
Current portion of lon-term deb 11¢ 144
Accrued payroll and employee bene 67 82
Accrued interes 88 73
Deferred revenu 187 25k
Other 11€ 134
Total Current Liabilities 1,05¢ 1,30z
Long-Term Debt, less current portis 5,07: 5,067
Deferred Revenu 72¢ 84C
Other Liabilities AT 492
Commitments and Contingenci
Stockholder Deficit:
Preferred stock, $.01 par value, authorized 10(@@shares: no shares outstanc — —
Common stock
Common stock, $.01 par value, authorized 1,50000@shares: 691,813,024
outstanding in 2005 and 686,496,721 outstandirRpiov 7 7
Class R, $.01 par value, authorized 8,500,000 shageshares outstandi — —
Additional paic-in capital 7,39: 7,371
Accumulated other comprehensive income (I (6) 19
Accumulated defici (7,637 (7,554
Total Stockholder’ Deficit (237) (157)
7,09¢ 3 7,544

See accompanying notes to consolidated financassients.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(unaudited)
Three Months Ended
March 31,
(dollars in millions) 2005 2004
Cash Flows from Operation
Net Loss $ 77 % (147)
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Depreciation and amortizatic 171 17¢
Gain on sale of property, plant and equipment ghdrasset (1) (32
Non-cash compensation expense attributable to stockda 11 9
Deferred revenu 179 (16)
Amortization of debt issuance co: 4 4
Accreted interest on lor-term discount det 17 18
Accrued interest on loi-term debt 15 18
Change in working capital items net of amounts aequ
Receivable! 10C 121
Other current asse 22 30
Payables (127) (13¢€)
Other liabilities (24) (35)
Other (3) (5)
Net Cash Provided by (Used in) Operating Activi (66) 8
Cash Flows from Investing Activitie
Proceeds from sales and maturities of marketalslerities 50 41
Decrease (increase) in restricted cash and sex3ynite: (@ 25
Capital expenditures, n (612) (48)
Proceeds from sale of property, plant and equipnzemt other asse 1 9
Net Cash Provided by (Used in) Investing Activil (12) 27
Cash Flows from Financing Activitie
Payments on lor-term debt, including current portic (25) (1)
Net Cash Used in Financing Activiti (25) (D
Effect of Exchange Rates on Cash and Cash Equis: (5) (2)
Net Change in Cash and Cash Equival (107) 32
Cash and Cash Equivalents at Beginning of Pe 445 1,12¢
Cash and Cash Equivalents at End of Pe $ 33 $ 1,161
Supplemental Disclosure of Cash Flow Informati
Cash interest pai $ 78 3 87

See accompanying notes to consolidated financitdsients.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statement of Changes in StockholderBeficit
For the three months ended March 31, 2005

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

(dollars in millions) Stock Capital Income (Loss) Deficit Total
Balances at December 31, 2( $ 7 $ 7371 $ 19 $ (7,559 $ (157)
Common Stock

Stock plan grant — 6 — — 6

Shareworks pla — 5 — — 5

401(K) plan — 11 — — 11
Net Loss — — — (77) (77)
Other Comprehensive Lo — — (25) — (25)
Balances at March 31, 20i $ 7 % 7,392 $ 6 $ (7,63) $ (237)

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

(unaudited)
Three Months Ended
March 31,

(dollars in millions) 2005 2004
Net Loss $ 7 % (147)
Other Comprehensive Income (Loss) Before 1

Foreign currency translation loss (29) €)

Unrealized holding losses and other arising dupiegod — —

Reclassification adjustment for (gains) lossesudet in net los 4 (21)
Other Comprehensive Loss, Before ~ (25) (29)
Income Tax Benefit Related to Items of Other Corhpresive Income (Los: — —
Other Comprehensive Loss Net of Ta (25) (29)
Comprehensive Los $ (102) $ (17¢€)

See accompanying notes to consolidated financitdsients.
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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 tu®ants of Level 3 Communications, Inc. and subsids (the “Company” or “Level 3”) in
which it has control, which are engaged in entsgwiprimarily related to communications, informatservices, and coal mining. Fifty-
percent-owned mining joint ventures are consolidlate a pro rata basis. Investments in other corepan which the Company exercises
significant influence over operating and finangalicies or has significant equity ownership arecamted for by the equity method. All
significant intercompany accounts and transactiae been eliminated.

The consolidated balance sheet of Level 3 Commtioits Inc. and subsidiaries at December 31, 2@4deen taken from the Company’s
audited balance sheet as of that date. All ofhantial statements contained herein are unauditddin the opinion of management, contain
all adjustments (consisting only of normal recugraccruals) necessary for a fair presentationnafrftial position, results of operations and
cash flows for the periods presented. The Compaagtounting policies and certain other disclosaresset forth in the notes to the
consolidated financial statements contained inGbmpany’s Annual Report on Form 10-K, for the yeaded December 31, 2004. These
financial statements should be read in conjunatiith the Company’s audited consolidated financiatesnents and notes thereto. The
preparation of the consolidated financial states@ntonformity with accounting principles geneyaltcepted in the United States requires
management to make estimates and assumptiondfietttae reported amount of assets and liabilitisclosure of contingent assets and
liabilities and the reported amount of revenue expknses during the reported period. Actual resauld differ from these estimates.

The results of operations for the three months @mdiarch 31, 2005 are not necessarily indicativethefresults expected for the full year.

Termination revenue is recognized when a custornsepdnects service prior to the end of the conaciod, for which Level 3 had
previously received consideration and for whicheraye recognition was deferred. Termination revésagso recognized when customers
make termination penalty payments to Level 3 tdesebntractually committed purchase amounts tatustomer no longer expects to m
Settlement revenue is recognized when a custonteLevel 3 renegotiate a contract under which L&vislno longer obligated to provide
product or services for consideration previoushereed and for which revenue recognition has bedarced. Termination/settlement reve
is reported in the same manner as the originalymtoar service provided, and amounted to $129 omilind $11 million during the first three
months of 2005 and 2004, respectively.

In December 2004, the FASB issued SFAS No. 123Raf&Based Payment” (“SFAS No. 123R”). SFAS No.R 2&quires that
compensation cost relating to share-based paymargections be recognized in the financial statésrsssed on the fair value of equity or
liability instruments issued. The U.S. Securitiad &#xchange Commission extended the effective @fa®-AS No. 123R such that the
Company is first required to adopt SFAS No. 123Ril@ng January 1, 2006 although the Company imjitrd to adopt SFAS No. 123R in
periods prior to this effective date. The Compargects to adopt SFAS No 123R beginning Janua2®d6 and the adoption is not expected
to have a significant impact on the Company’s fgiahposition or results of operations as the Camypedopted the expense recognition
provisions of SFAS No. 123 in 1998.

Where appropriate, items within the consolidatedificial statements have been reclassified frorpriésous periods to conform to current
period presentation.




2. Acquisitions

On October 1, 2004, the Company acquired the whtdetial Internet access business of Sprint Comeations Company, L.P. (“Sprint”).
Level 3 paid $34 million in cash to acquire theibass, which provides dialp Internet access to leading Internet serviceigess throughot
the United States and agreed to provide discow#adces to Sprint that were valued at $5 millwhjch was accounted for as part of the
purchase price. Level 3 and Sprint entered irttamgsition services agreement for the migrationusitomers onto the Level 3 network, which
Level 3 expects to complete in mid-2005. Duringtigration period, until such time as a customertiaet is assumed or assigned, amounts
received for services provided by Sprint are actadifor as a reduction in purchase price as opptusezl/enue. The net amount received
prior to the assumption or assignment of theseraot# totaled $5 million through March 31, 2005 #mefefore reduced the purchase price to
$29 million. At March 31, 2005, substantially ellstomer contracts had been assigned to LevelL8wal 3 had entered into new contractual
arrangements with the customers acquired from Spfihe results of operations attributable to their& assets acquired and liabilities
assumed are included in the consolidated finastééments from the date of assumption or assignhof@ontracts.

On April 1, 2004, the Company acquired the wholesliél access customer contracts of ICG Commumigstiinc. (“ICG”). The Company
agreed to pay approximately $35 million in cashdquire the contracts and related equipment, wiiohide dial-up Internet access to
various large customers and other leading ISPs plhehase price was subject to post-closing adgstsn but those adjustments were not
material. Level 3 migrated the traffic from thestamer contracts acquired from ICG onto its ownwvoek infrastructure and the migration
was substantially complete by the end of 2004. Esalts of operations attributable to the ICG &saequired and liabilities assumed are
included in the consolidated financial statemerdmfthe date of acquisition.

The following is unaudited pro-forma financial imfeation of the Company assuming the Sprint and t@@sactions occurred at the
beginning of the period presented

Pro-Forma
Three months
ended
(dollars in millions, except per share data March 31, 2004
Revenue $ 92t
Net Loss (142
Net Loss per Shai $ (0.2))

3. Restructuring Charges

The information services business recognized fethinee months ended March 31, 2004, approxim&®lyillion of restructuring charges
related to the ongoing integration and restructuahSoftware Spectrum announced in 2003. As afeb#er 31, 2004, the Company had
completed the workforce reductions and paid theairing severance and employee related obligatissscated with the actions announced
in 2003 and 2004.

In the first quarter of 2005, the Company initiatediorkforce reduction of approximately 470 empksy/é its North America and European
communications business. As a result of the rednctievel 3 incurred severance and related chafy@gproximately $15 million in the first
quarter of 2005. As of March 31, 2005, the Complaag remaining obligations of approximately $2 ioilassociated with the workforce
reduction.




A summary of the restructuring charges and relatgigity follows:

Severance and Related Facilities Related
Number of
Employees Amount Amount
(in millions) (in millions)

Balance December 31, 20 10¢ 3 7 $ 12
2004 Charge 80 1 15
2004 Payment (189 (8) (8)
Balance December 31, 20 — — 3 19
2005 Charge 472 15 —
2005 Payment (455) (13) (1)
Balance March 31, 20C 17 3 2 $ 18

Level 3 continues to periodically conduct comprediiemreviews of the long-lived assets of its bussas, specifically communications assets
deployed along its intercity network and in itsayady facilities. It is possible that assets maydentified as impaired and additional
impairment charges may be recorded to reflectéhézable value of these assets in future periods.

4. Termination Revenue

On February 22, 2005, France Telecom Long Dist&ifea, LLC (“France Telecom”) and Level 3 finalized agreement to terminate a dark
fiber agreement signed in 2000. Under the ternth®@bgreement France Telecom returned the fibeevel 3. Cash received for the fiber
under the original agreement was deferred and @&adrto revenue over the 20-year term of the agee¢nhevel 3 has no further service
obligations with respect to the fiber and theref@eognized approximately $40 million of unamortizieferred revenue as non-cash
termination revenue in the first quarter of 2005.

On March 1, 2005, Level 3 entered into an agreeméht360networks (USA) inc (“360networks”) in whidoth parties agreed to terminate
a 20-year IRU agreement. Under the new agreem@me®@orks returned the dark fiber originally praxidby Level 3. Under the original
IRU agreement, signed in 2000, the cash receivddelbgl 3 was deferred and amortized to revenue theeP0-year term of the agreement.
As a result of this transaction, Level 3 recogniteelunamortized deferred revenue of approxima&i88/million as non-cash termination
revenue in the first quarter of 2005.

5. Loss Per Share

The Company had a loss from continuing operationshie three months ended March 31, 2005 and 2084refore, the dilutive effect of the
approximately 172 million and 83 million sharesuiglle pursuant to convertible debt securities aciM&1, 2005 and 2004, respectively,
have not been included in the computation of dilutess per share because their inclusion would baea anti-dilutive to the computation.
In addition, the dilutive effect of the approximigt&0 million and 51 million options and warrantststanding at March 31, 2005 and 2004,
respectively, have not been included in the contfmutaf diluted loss per share because their incfus/ould have been anti-dilutive to the
computation.

The following details the loss per share calcutaitor the Level 3 common stock for the three merthded March 31, 2005 and 2004
(dollars in millions, except per share data):
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Three Months Three Months

Ended Ended
March 31, March 31,
2005 2004

Net Loss $ 7 % (147)
Total Number of Weighted Average Shares Outstandgegl to Compute Basic and Dilutiv

Earnings Per Share (in thousan 690,21 679,99:
Earnings (Loss) Per Share of Level 3 Common StBelsi¢ and Diluted)

Net Loss (0.12) (0.22)
6. Receivables
Receivables at March 31, 2005 and December 31, 2@0d as follows (dollars in millions):

Information
Communications Services Coal Total

March 31, 2005
Accounts Receivabl- Trade:

Services and Software Sa $ 14z  $ 30¢ % 9 3 46(
Allowance for Doubtful Account (17) (6) — (23)

$ 128 % 30 $ 9 3 437

December 31, 200:
Accounts Receivabl- Trade:

Services and Software Sa $ 13 % 418 % 12 % 56€
Allowance for Doubtful Account (17) (6) — (23)

$ 121 % 41z % 12 % 54E

The Company recognized bad debt expense in sefamggral and administrative expenses of $1 mibind $2 million for the periods ended
March 31, 2005 and 2004, respectively. Level &inexd less than $1 million of proceeds for amopnéviously deemed uncollectible for
both periods ended March 31, 2005 and 2004, raspict The Company decreased accounts receivaldl@bowance for doubtful accounts
by approximately $1 million and $4 million for tiperiods ended March 31, 2005 and 2004, respectif@lyreviously reserved amounts the
Company deemed as uncollectible.

7. Property, Plant and Equipment, net

Costs associated directly with expansions and irgments to the network and customer installatiomtdyiding employee related costs, have
been capitalized. The Company generally capitakipsss associated with network construction, piowisg of services and software
development. Capitalized labor and related caste@ated with employees and contract labor workimgapital projects were approximat
$12 million and $17 million for the three monthgled March 31, 2005 and 2004, respectively. Indudecapitalized labor and related costs
were $1 million of capitalized non-cash compenseatiosts related to options and warrants for eatheothree months ended March 31, 2005
and 2004.
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The Company continues to develop business suppsidras required for its business. The externattiests of software, materials and
services, payroll and payroll related expensegfioployees directly associated with the project,iatetest costs incurred when developing
the business support systems are capitalized aheled in the capitalized costs above. Upon conuplaif a project, the total cost of the
business support system is amortized over a ubifuf three years.

Depreciation expense was $153 million and $164ienilfor the three months ended March 31, 2005 &@d 2respectively.

8. Goodwill and Intangibles, Net

Goodwill and Intangibles, net at March 31, 2005 Bed¢ember 31, 2004 were as follows (dollars iniomk):

Goodwill Intangibles

March 31, 2005
360networks $ — % 4
Sprint — 25
ICG — 19
Telverse — 21
Genuity — 49
McLeod 41 —
Software Spectrum (including Corpsc 19¢€ 53
XCOM 30 —

$ 267 % 171
December 31, 200
Sprint $ —  $ 28
ICG — 23
Telverse — 23
Genuity — 55
McLeod 41 —
Software Spectrum (including Corpsc 20z 55
XCOM 30 —

$ 272 $ 184

In the first quarter of 2005, Level 3 purchasedistemer contract from 360networks for cash andréuservices valued at $4 million. The
total purchase price was recorded as an intang#set and will be amortized over the remaining j@ar term of the contract.

During the first quarter of 2005, the Company deiaed that $6 million of income tax obligations eeded in the original purchase price
allocation for the 2002 acquisitions of CorpSafi;.|land Software Spectrum, Inc. were no longerirequAs a result, the Company reduced
the goodwill attributable to the acquisitions byr#ilion in 2005.

Goodwill has been or will be assessed at leastallyifior impairment in accordance with SFAS No. 1B2ginning with the first anniversary
of the acquisition and December 31 of each yeae#iter. As of March 31, 2005, the Company hasewirded impairment expenses for the
goodwill or intangible assets identified in the\poais table.

Amortization expense was $18 million and $15 millfor the three months ended March 31, 2005 and,2@3pectively.
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The amortization expense related to intangibletasserently recorded on the Company’s books fehex the five succeeding years is
estimated to be the following for the years endedddnber 31: 2005-$69 million; 2006-$55 million; Z&&R6 million; 2008-$12 million and
2009-$8 million.

9. Long-Term Debt

At March 31, 2005 and December 31, 2004, long-teist was as follows:

March 31, December 31

(dollars in millions) 2005 2004
Senior Secured Term Loan (9.92% due 2( $ 73C % 73C
Senior Notes (9.125% due 20( 954 954
Senior Notes (11.0% due 20(C 132 132
Senior Discount Notes (10.5% due 20 144 144
Senior Euro Notes (10.75% due 20 64 68
Convertible Senior Notes (2.875% due 20 374 374
Senior Discount Notes (12.875% due 20 487 475
Senior Euro Notes (11.25% due 20 13t 14z
Senior Notes (11.25% due 20! 96 96
Senior Notes (10.75% due 20! 50C 50C
Convertible Senior Notes (5.25% due 20 34k 34k
Convertible Senior Discount Notes (9.0% due 2( 23t 23C
Convertible Subordinated Notes (6.0% due 2( 362 362
Convertible Subordinated Notes (6.0% due 2( 514 514

Commercial Mortgage

GMAC (5.32% due 20(-2005) 11€ 117
Capital leases assumed in Genuity transac — 24
Other 4 4
5,192 5,211
Less current portio (119 (144)
$ 507: $ 5,067

The debt instruments above contain certain findmeid non-financial covenants with which the Comphalieves it is in full compliance as
of March 31, 2005.

No interest expense or amortized debt issuance eese capitalized to property, plant and equipr@nthe three months ended March
2005 and March 31, 2004.

10. Stock-Based Awards

The Company recognized on the consolidated stateofi@perations a total of $11 million and $9 nuilli of non-cash compensation for the
three months ended March 31, 2005 and 2004, regelyctin addition, the Company capitalized $1 ioitl of non-cash compensation for
those employees and contractors directly involvetthé construction of the network, installatiorcastomers or development of the business
support systems in both periods.
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The following table summarizes non-cash compensatipense and capitalized non-cash compensatighddhree months ended March 31,
2005 and 2004.

(dollars in millions) 2005 2004

Warrants $
0SsO

C-0SO

Restricted Stoc

Shareworks Match Pl

401(k) Match Expens

Shareworks Grant Plan and Profit Shai

EJ>HHH4>|

Capitalized No-cash Compensatic (1) (1)
$ 11 $ 9

Warrants

At March 31, 2005, there were approximately 15.Riom warrants outstanding ranging in prices from@® to $60.06. All of the warrants
were exercisable at March 31, 2005, with a weiglateztage exercise price of $8.33 per warrant.

Outperform Stock Option Plan

The fair value under SFAS No. 123 for the approxetya2.1 million OSOs awarded to participants dgrine quarter ended March 31, 2005
was approximately $8 million using a modified Bla8&holes valuation model with a S&P 500 volatiliége of 13% over the term, a Level 3
common stock volatility rate of 55%, an expectedaation factor of 30% and a S&P 500 dividend ¢fief 1.99%, which resulted in a
decrease in the theoretical value per option t&d b6the stock price on the date of grant, from%2a 2004. As of March 31, 2005, the
Company had not reflected $14 million of unamodizempensation expense in its financial statemfentsreviously granted OSOs.

The Company temporarily suspended awards of OutparStock Options in April 2005. To replace the@Sthe Company expects to
award restricted stock units to participants offitan beginning in the second quarter of 2005. rBis&ricted stock units will vest 50% one
year from the award date with the remaining unésting two years from the award date. The Comgapgcts the number of quarte
restricted stock units awarded to be approximat&ys of the quarterly OSOs awarded in the priortgua The value of the restricted units
will be based on the price of Level 3's common ktthe day prior to the award and will be recordeéxpense over the vesting period.

The Company is currently evaluating its long-telmmpensation program and expects to have a newarogr place during the third quarter
of 2005.

Restricted Stock

During the first quarter of 2005, approximately nflion shares of restricted stock or restrictéatk units were granted to certain employees
and independent members of the Board of Direcldis.restricted stock units and shares were grdotethployees at no cost. The
instruments vest over one to three year periods.faiin value of restricted units and stock grarnte2l005 was $3 million as calculated using
the value of the Level 3 common stock the day gnahe grant. As of March 31, 2005, the Compaay hot reflected $3 million of
unamortized compensation expense in its finanta@éments for restricted stock instruments preogsanted.
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401(k) Plan

The Company and its subsidiaries offer their gieiemployees the opportunity to participate irefingtd contribution retirement plan
qualifying under the provisions of Section 401(k}tee Internal Revenue Code. Each employee istddigo contribute, on a tax deferred
basis, a portion of annual earnings not to excd&dd®0 in 2005. The Company matches 100% of emplogatributions up to 7% of eligible
earnings or applicable regulatory limits. Emplayeé Software Spectrum are eligible to receive imatg contributions of $.50 for every
dollar contributed up to 6% of eligible earningkhe Company’s matching contribution is made witlvéle8 common stock based on the
closing stock price on each pay date. Employeesile to diversify the Company’s matching contiittuas soon as it is made, even if they
are not fully vested. The Company’s matching dbations will be fully vested upon completion oféle years of service. The Company
made matching contributions of $4 million for eaxflihe three months ended March 31, 2005 and 200ith were recorded as selling,
general and administrative expenses.

The Company made a discretionary contribution é401(k) Plan in Level 3 common stock as of Decartie 2004, equal to two percent of
eligible employees’ 2004 eligible earnings. Thealt was made into the employees’ 401(k) accoduatimg the first quarter of 2005.

11. Industry and Segment Data

SFAS No. 131 “Disclosures about Segments of anrrise and Related Information” defines operatiagmnents as components of an
enterprise for which separate financial informati®available and which is evaluated regularly iy €ompany’s chief operating decision
maker, or decision making group, in deciding howaltocate resources and assess performance. Opesatiments are managed separately
and represent separate business units that offeredit products and serve different markets. Chenpany’s reportable segments include:
communications; information services; and coal ngniOther primarily includes other corporate asaatsoverhead not attributable to a
specific segment. The geographic region Other gmilgnincludes Asia.

Adjusted OIBDA, as defined by the Company, consistiscome (loss) from operations before (1) dejatéan and amortization expense,
(2) stock-based compensation expense includedmstilling, general and administrative expenseq3@ndny non-cash impairment costs
included within restructuring and impairment exp=nall as reported on the consolidated stateméisapations. The Company excludes
stock based compensation due to its adoption oftpense recognition provisions of SFAS No. 128justed OIBDA is an important part
the Company’s internal reporting and is an indicafqrofitability and operating performance usetloe chief operating decision maker or
decision making group, especially in a capitdénsive industry such as telecommunications &uate performance and allocate resource
is also a commonly used indicator in the commuiocatindustry to analyze companies on the basigpefating performance over time.
Adjusted OIBDA is not intended to represent nebime or cash flow for the periods presented, iscattulated consistently with the
commonly used metric “EBITDA”, and is not recogrdagender Generally Accepted Accounting PrincipléSAAP”) but is used by
management to assess segment results and allesatgces.

The data presented in the tables following includé&smation for the three months ended March 305and 2004 for all statement of
operations and cash flow information presented,andf March 31, 2005 and December 31, 2004 fdyad#ince sheet information present
Information related to acquired businesses is thatlufrom their respective acquisition dates. Raeemnd the related expenses are attributed
to countries based on where services are provided.

15




Industry and geographic segment financial infororafollows. Certain prior year information has beeaolassified to conform to the 2005
presentation.

Information Coal
(dollars in millions) Communications Services Mining Other Total
Three Months ended March 31, 2005
Revenue
North America $ 475 $ 30 % 17 % —  $ 79E
Europe 35 16¢€ — — 201
Other — 14 — — 14
$ 51C $ 48 % 17 $ — $ 1,01(
Adjusted OIBDA:
North America $ 206 $ 4 3 3 3% 2
Europe 2 3 — —
Other — — — —
$ 201 $ 7 % 3 $ 2
Gross Capital Expenditure
North America $ 51 % 2 % — % — 3 53
Europe 8 — — — 8
Other — — — — —
$ 59 $ 2 3 — $ — $ 61
Depreciation and Amortizatiol
North America $ 144  $ 5 $ 1 3 — $ 15C
Europe 21 — — — 21
Other — — — — —
$ 16E $ 5 $ 1 $ — $ 171
Three Months ended March 31, 2004
Revenue
North America $ 354 $ 291  $ 16 $ — 3 661
Europe 35 192 — — 227
Other — 11 — — 11
$ 38¢ $ 494 % 16 $ — $ 89¢
Adjusted OIBDA:
North America $ 11¢ $ 10 $ 2 % (1
Europe — 1 — —
Other — — — —
$ 11€ $ 11 % 2 $ Q)
Gross Capital Expenditure
North America $ 47 9% — — 3 —  $ 47
Europe 5 — — — 5
Other — — — — —
$ 52 $ — $ — $ — $ 52
Depreciation and Amortizatiol
North America $ 14¢ $ 7 $ 1 3 — 154
Europe 25 — — — 25
Other — — — — —
$ 171 $ 7 $ 1 $ = $ 17¢

Communications Revenue and Adjusted OIBDA for tiree months ended March 31, 2005 and 2004 incla@eé &illion and $7 million,
respectively, of termination revenue. Informatsmmvices Revenue and Adjusted OIBDA include $4iomlbf termination revenue for the
three months ended March 31, 2004.
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Information Coal
(dollars in millions) Communications Services Mining Other Total
Identifiable Assets
March 31, 2005
North America $ 4,85¢ $ 504 $ 83 $ 617 $ 6,06:
Europe 853 12C — 50 1,02
Other — 11 — 2 13
$ 5,71 $ 63E $ 83 $ 66¢ $ 7,09¢
December 31, 200:
North America $ 4,90¢ $ 60C $ 84 $ 78k $ 6,37¢
Europe 90¢€ 19¢ — 42 1,144
Other — 14 — 8 22
$ 5,81¢ $ 81C $ 84 $ 83t $ 7,544
Long-Lived Assets (excluding Goodwill’
March 31, 2005
North America $ 461¢ % 114  $ 68 $ — 3 4.,80(
Europe 80¢ 1 — — 81C
Other — — — — —
$ 5,427 $ 11E $ 68 $ — $ 5,61(
December 31, 2004
North America $ 482 % 11€¢ $ 66 $ — 3 5,00¢
Europe 85¢ — — 86(C
Other — — — — —
$ 5,68: $ 12C $ 66 $ — $ 5,86¢
Goodwill
March 31, 2005
North America $ 71 $ 19¢ $ — 3 — 3 267
Europe — — — — —
$ 71 $ 19€ $ — $ — $ 267
December 31, 200:
North America $ 71 $ 202 % — 3 — 3 275
Europe — — — — —
$ 71 $ 202 $ — $ — $ 273

Communications revenue is classified into two cati&g, services revenue and reciprocal compensdailm Company further segregates

communications services into three separate catsgaith each being in a different phase of thelpot life cycle, incorporating different
marketing and distribution strategies and diffei@ntributions to the Company’s profitability. Thategories include: 1) growth services

(voice services and IP-VPN services) 2) core sesv{transport & infrastructure and IP & data praduand 3) mature services (managed
modem and DSL services).

The December 31, 2004 financial statements pred@a@munications services revenue by product tyipessport and infrastructure,

softswitch and IP & data
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Services Reciprocal
(dollars in millions) Growth Core Mature Compensation Total

Communications Revenue

Three Months Ended March 31, 200¢

North America $ 26 % 277 $ 144  $ 28 % 47E
Europe 1 34 — — 35
Other — — — — —

$ 27 % 311  $ 144  $ 28 % 51C

Three Months Ended March 31, 200¢

North America $ 8 $ 15¢ $ 16 $ 23 $ 354
Europe — 35 — — 35
Other — — — — —

$ 8 $ 19  §% 165 $ 23 $ 38¢

Core for the three months ended March 31, 20052864 includes $129 million and $7 million, respeely, of termination revenue.

The majority of North American revenue consistsefvices and products delivered within the Unitetes. The majority of European
revenue consists of services and products delivatietarily within the United Kingdom but also indes France and Germany. Transoce
revenue is allocated to Europe.

Product information for the Company’s informatiansces segment follows:

Three Months Ended

March 31,
2005 2004
Services Revenur
(i)Structure:
Outsourcing $ 17  $ 22
Software Spectrur — 1
17 23
Software Sales Revenu
Software Spectrur 46€ 471
$ 418z  $ 494

The following information provides a reconciliatiohNet Income (Loss) to Adjusted OIBDA by opergtsegment, as defined by the
Company, for the three months ended March 31, 20@52004:

Three months ended March 31, 2005

Information

(dollars in millions) Communications Services Coal Mining Other

Net Income (Loss $ 79 9 1 $ 2 % (@)
Income Tax Expens — — — —
Total Other (Income) Expen: 10t — — (1)
Operating Income (Los! 26 1 2 2
Depreciation and Amortization Exper 165 5 1 —
Non-Cash Compensation Exper 10 1 — —
Adjusted OIBDA $ 201 8 7 3 3 3 &)
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Three months ended March 31, 2004

Information

(dollars in millions) Communications Services Coal Mining Other

Net Income (Loss $ s 3 5 % — 3 23
Income Tax Expens — — 1 —
Total Other (Income) Expen: 111 (1) — (24)
Operating Income (Los: (64) 4 1 (@]
Depreciation and Amortization Exper 171 7 1 —
Non-Cash Compensation Exper 9 — — —
Adjusted OIBDA $ 11€ $ 1 % 2 3 €]

12. Related Party Transactions

Level 3 receives certain mine management services Peter Kiewit Sons’ Inc. The expense for tremwices was less than $1 million for
both the three month periods ended March 31, 266832804, and is recorded in selling, general amdimidtrative expenses. As of March
2005, the Company owed approximately $1 milliontfa first quarter mine management services.

13. Other Matters

On January 20, 2004, the Company sold its remaistiages in Commonwealth Telephone for $41 milllonash, resulting in a gain of
approximately $23 million.

In May 2001, Level 3 Communications, Inc., and t¥dts subsidiaries were named as a defendaBauer, et. al. v. Level 3

Communications, LLC, et al. , a purported multi-state class action, filed ia thS. District Court for the Southern Districtltihois. In

April 2002, the same plaintiffs filed a second mg&tentical purported multi-state class actiorsiate court in Madison County, lllinois. In
July 2001, the Company was named as a defend&mlyie, et. al. v. Level 3 Communications, Inc., et. al. , a purported multstate class actic
filed in the U.S. District Court for the Districf tdaho. In September 2002, Level 3 Communicatitth§; was named as a defendanBnith
et al v. Sprint Communications Company, L.P., et al. , a purported nationwide class action filed in theted States District Court for the
Northern District of lllinois. These actions invelthe Compar’s right to install its fiber optic cable netwonk @asements and right-of-ways
crossing the plaintiffs’ land. In general, the Ca@nyp obtained the rights to construct its netwodkTfrrailroads, utilities, and others, and is
installing its network along the rights-of-way s@gted. Plaintiffs in the purported class actiossest that they are the owners of lands over
which the Company’s fiber optic cable network passed that the railroads, utilities, and others whanted the Company the right to
construct and maintain its network did not havelégal ability to do so. The complaints seek darsagetheories of trespass, unjust
enrichment and slander of title and property, aé agepunitive damages. The Company has also redeand may in the future receive,
claims and demands related to rights-of-way issiadar to the issues in these cases that may $edban similar or different legal theories.
To date, all adjudicated attempts to have classrastatus granted on complaints filed againsiGbepany or any of its subsidiaries
involving claims and demands related to rights-afpissues have been denied.

On July 25, 2003, th&mith Court entered an Order preliminarily approving tilement agreement that would have resolved alindagainst
the Company arising out of the Company’s locatibfiter optic cable and related telecommunicatifatslities that the Company owns
within railroad rights-of-way throughout the Unit&tates. In connection with the Court’s Order pnaiarily approving the settlement, the
Court entered an Order enjoining the parties ipaiiding federal and state railroad rights-of-wiag€ action litigation involving the
Company from further pursuing those pending actairthis time.

In September 2003, a petition for appeal was gcawteich sought reversal of ti8mith Court’s decision to preliminarily approve the
settlement and certify a nationwide class for eptént purposes. On October 19, 2004, the SeverthiOCourt of Appeals issued a 2-1
decision vacating the nationwide certification whigas a necessary element of the nationwide settierfihe Court also vacated the
injunction against competing class actions and nefed the case to the district court for furthercperlings. Level 3 and the other defendants
in Smith have filed a Petition for Certiorari with the UrdtStates Supreme Court seeking review of the aecis the Seventh Circuit Court

of Appeals.
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It is still too early for the Company to reach acloision as to the ultimate outcome of these astiblowever, management believes that the
Company and its subsidiaries have substantial defeto the claims asserted in all of these act@ms any similar claims which may be
named in the future), and intends to defend thegoreusly if a satisfactory form of settlement ig approved.

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

It is customary in Level 3's industries to use vas financial instruments in the normal courseusibess. These instruments include items
such as letters of credit. Letters of credit ameditional commitments issued on behalf of Leval accordance with specified terms and
conditions. As of March 31, 2005, Level 3 had tarnding letters of credit of approximately $26 ioitl which are collateralized by restricted
cash and securities.

14. Condensed Consolidating Financial Information

In October 2003, Level 3 Financing, Inc., a whallyned subsidiary of Level 3 Communications, Intef’el 3 Financing”), issued

$500 million 10.75% Senior Notes due 2011. Thesesare unsecured obligations of Level 3 Finandiogyever, they are jointly, severally,
fully and unconditionally guaranteed on an unsedwwenior basis by Level 3 Communications, Inc. lagekl 3 Communications, LLC (a
wholly-owned subsidiary).

In conjunction with the registration of the 10.73¥nior Notes, the accompanying condensed consalidithancial information has been
prepared and presented pursuant to SEC RegulatioR@e 3-10 “Financial statements of guarantord affiliates whose securities
collateralize an issue registered or being reg@stéiThis information is not intended to presert fimancial position, results of operations and
cash flows of the individual companies or groupsahpanies in accordance with generally accepteodusting principles.
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Condensed Consolidating Statements of Operatiarthéathree months ended March 31, 2005 and 2d@oLevel 3 Communications,
LLC leases equipment and certain facilities frofmentwholly owned subsidiaries of Level 3 Commurniaad, Inc. These transactions are

eliminated in the consolidated results of the Comypa

Condensed Consolidating Statements of Operations
For the three months ended March 31, 2005

(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, Communications, Other
(dollars in millions) Inc. Inc. LLC Subsidiaries  Eliminations Total
Revenue $ — % — % 477 % 572 $ (39 $ 1,01C
Costs and Expense
Cost of Revenue — — 14E 461 (35) 571
Depreciation and Amortizatic — — 11¢€ 53 — 171
Selling, General and Administrative 2 — 161 67 4 22¢
Restructuring Charges — — 11 4 — 15
Total Costs and Expenses 2 — 43t 58E (39 98¢
Operating Income (Loss) @) — 42 (13 — 27
Other Income (Loss), ne
Interest Incom: — — 3 1 — 4
Interest Expense (81) (32 — (1 — (119
Interest Income (Expense) Affiliates, net 20C 12¢ (339 8 — —
Equity in Net Earnings (Losses) of
Subsidiaries (195) (291 (@ — 487 —
Other Income (Expense) 1 — 2 3 — 6
Other Income (Loss) (75) (19%5) (329) 8 487 (109
Income (Loss) Before Income Taxes (77) (195) (287) (5) 487 (77)
Income Tax (Expense) Benefit — — — — — —
Net Income (Loss $ 77 $ (199 $ (287 $ (5) $ 487 (77
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Condensed Consolidating Statements of Operations
For the three months ended March 31, 2004

(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, Communications, Other
(dollars in millions) Inc. Inc. LLC Subsidiaries Eliminations Total
Revenue $ — 3 — 3 343 $ 60¢ $ (53) $89¢
Costs and Expense
Cost of Revenue — — 127 464 (48) 54
Depreciation and Amortizatic — — 92 87 — 17¢
Selling, General and Administrative 6 — 171 63 B) 23t
Restructuring Charges — — — 2 — 2
Total Costs and Expenses 6 — 39C 61€ (63)  95¢
Operating Income (Loss) (6) — (47) @) — (60)
Other Income (Loss), ne
Interest Incom: — — 2 1 — 3
Interest Expense (102 (14 9 2 — (127
Interest Income (Expense) Affiliates, net 22C 88 (302 (6) — —
Equity in Net Earnings (Losses) of
Subsidiaries (259 (339 4 — 59¢ —
Other Income (Expense) — — 3 35 — 38
Other Income (Loss) (141 (259) (310) 28 59¢€ (86)
Income (Loss) Before Income Taxes (147 (259) (357) 21 59€  (146€)
Income Tax (Expense) Benefit — — — (1) — (1)
Net Income (Loss $ (147 $ (259 $ (357 $ 20 % 59€ $(147)




Condensed Consolidating Balance Sheets as of Mdré905 and December 31, 2004 follow:

Condensed Consolidating Balance Sheets
March 31, 2005

(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, Communications, Other

(dollars in millions) Inc. Inc. Subsidiaries Eliminations Total
Assets
Current Assets

Cash and cash equivale $ 4 $ 10 $ 19¢ $ 12¢ $ — $ 33¢

Marketable securitie — — 29C — — 29C

Restricted securitie — 4 16 22 — 42

Accounts receivabl — — 11C 327 — 437

Due from (to) affiliates 9,327 4,221 (13,56) 19 — —

Other 11 4 31 71 — 117
Total Current Assets 9,33¢ 4,23¢ (12,920 56¢& — 1,22%
Property, Plant and Equipment, | — — 3,20( 2,071 — 5,27
Restricted Securitie 16 — — 54 — 70
Intangibles, net and Goodw — — 127 311 — 43¢
Investment in Subsidiaries (5,67¢€) (10,379 — — 16,05( —
Other Assets, net 41 23 16 12 — 92

$ 3,71¢ $ (6,117 $ (9,577 $ 3,01¢ $ 16,05( $7,09¢

Liabilities and Stockholders’ Equity

(Deficit)
Current Liabilities:

Accounts payabl $ — $ — 3 13 $ 348 % — $ 481

Current portion of lon-term debt — — 2 117 — 11¢

Accrued payroll and employee bene — — 42 25 — 67

Accrued interes 57 31 — — — 88

Deferred revenu — — 137 50 — 187

Other 1 — 58 57 — 11€
Total Current Liabilities 58 31 372 597 — 1,05¢
Long-Term Debt, less current portis 3,84: 1,23( — — — 5,07:
Deferred Revenu — — 604 124 — 72¢
Other Liabilities 55 1 19¢ 22¢ — A77
Stockholders’ Equity (Deficit) (237) (7,379 (10,75 2,07t 16,05( (237)

$ 3,71¢ $ (6,119 $ (9,57 $ 3,01¢ $ 16,05( $7,09¢
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Condensed Consolidating Balance Sheets

December 31, 2004
(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, Communications, Other

(dollars in millions) Inc. Inc. Subsidiaries Eliminations Total
Assets
Current Assets

Cash and cash equivalel $ 3 % 17 % 24t $ 17¢ — $ 44c

Marketable securitie — — 22t — — 22F

Restricted securitie — 6 14 28 — 48

Accounts receivabl — — 113 432 — 54k

Due from (to) affiliates 9,16¢ 4,10C (13,299 24 — —

Other 13 4 26 98 — 141
Total Current Assets 9,18¢ 4,127 12,670 76C — 1,402
Property, Plant and Equipment, | — — 3,271 2,137 —  5,40¢
Marketable Securitie — — 114 — — 114
Restricted Securitie 16 — — 51 — 67
Intangibles, net and Goodw — — 13€ 321 — 457
Investment in Subsidiaries (5,457 (10,190 1 — 15,64¢ —
Other Assets, net 43 24 17 12 — 96

$ 3,781 $ (6,039 $ (9,130 $ 3,281 15,64¢ $7,54¢

Liabilities and Stockholders’ Equity

(Deficit)
Current Liabilities:

Accounts payabl $ — $ — 3 12C $ 494 — $ 614

Current portion of lon-term debt — — 26 11¢€ — 144

Accrued payroll and employee bene — — 53 29 — 82

Accrued interes 52 17 3 1 — 73

Deferred revenu — — 172 83 — 25t

Other 1 — 61 72 — 134
Total Current Liabilities 53 17 43t 797 — 1,30z
Long-Term Debt, less current portit 3,83¢ 1,23( — 1 — 5,06
Deferred Revenu — — 707 132 — 84(
Other Liabilities 55 1 19¢ 23¢ — 492
Stockholders’ Equity (Deficit) (157) (7,287 (10,47 2,117 15,64¢ (157)

$ 3,781 $ (6,039 $ (9,131 $ 3,281 15,64¢ $7,54¢
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Condensed Consolidating Statements of Cash Flomteéathree months ended March 31, 2005 and 2d®fo

Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2005

(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, Communications, Other
(dollars in millions) Inc. Inc. LLC Subsidiaries Eliminations Total
Net Cash Provided by (Used in) Operai
Activities $ 56 $ (20 $ 34 % 29 $ — $ (66)
Cash Flows from Investing Activitie
Proceeds from sale and maturity of
marketable securitie — — 50 — — 50
Decrease (increase) in restricted cas
and securities, ni — 2 @) (@) — (@)
Capital expenditures, net — — (23 (38) — (61)
Acquisitions — — — — — —
Proceeds from sale of property, plant
and equipment and other ass — — 1 — — 1
Net Cash Provided by (Used in) Invest
Activities — 2 26 (39 — 11
Cash Flows from Financing Activitie
Purchases and payments on long-term
debt, including current portion (net
restricted casr — — (24) 1) — (25)
Increase (decrease) in due from
affiliates, nef 57 11 (81) 13 — —
Net Cash Provided by (Used in) Financ
Activities 57 11 (105) 12 — (25)
Effect of Exchange Rates on Cash — — (4) (1) — (5
Net Change in Cash and Cash Equival 1 @) (49) (52 — (107)
Cash and Cash Equivalents at Beginnil
of the Yeat 3 17 24E 17€ — 443
Cash and Cash Equivalents at End of the
Year $ 4 $ 10 $ 19¢€ $ 12€ $ — $ 33¢
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Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2004

(unaudited)
Level 3 Level 3 Level 3
Communications, Financing, = Communications, Other
(dollars in millions) Inc. Inc. LLC Subsidiaries  Eliminations Total
Net Cash Provided by (Used in) Operat
Activities $ @) $ — 3 70 $ 29 $ — 3 8

Cash Flows from Investing Activitie
Proceeds from sale and maturity of
marketable securitie — — — 41 — 41
Decrease (increase) in restricted cas

and securities, nt 6 22 2 (1) — 25
Capital expenditures, net — — (35) (13 — (48
Proceeds from sale of property, plan

and equipment and other ass — — 4 5 — 9

Net Cash Provided by (Used in) Invest

Activities 6 22 (33 32 — 27
Cash Flows from Financing Activitie

Purchases and payments on long-ter

debt, including current portion (net

restricted casr — — (1) — — 1)
Increase (decrease) in due from

affiliates, net 85 (23) 43C (492) — —

Net Cash Provided by (Used in) Financ

Activities 85 (23 42¢ (492) — @)
Effect of Exchange Rates on Cash — — (3) 1 — (2
Net Change in Cash and Cash Equival — (D) 462 (430 — 32
Cash and Cash Equivalents at Beginning

of the Yeal 1 15 582 531 — 1,12¢
Cash and Cash Equivalents at End of t

Year $ 1 9 14 $ 1,048 $ 101 $ — 3 1,161

15. Subsequent Events

On April 4, 2005, Level 3 completed the offering&®80 million of 10% Convertible Senior Notes dH 2 to institutional investors. Intere
on the notes will be payable semi-annually begigrin November 1, 2005. The notes will be convkrtily holders at any time after
January 1, 2007 (or sooner if certain corporatesveccur) into shares of Level 3 common stockairaversion price of $3.60 per share
(subject to adjustment in certain events). Thigsivalent to a conversion rate of approximatély.27 shares per $1,000 principal amout
notes.

The net proceeds from this offering were approxetya$878 million after giving effect to offering penses. Level 3 intends to use the net
proceeds from this offering for general corporaigopses, including possible acquisitions, workiagital, capital expenditures, debt
refinancing and debt repurchases.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Company’s consolidated financial stagats (including the notes thereto),
included elsewhere herein and the Company’s 200uAhReport on Form 10-K filed with the Securitégsl Exchange Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to Level 8f@munications, Inc. and its subsidiaries (“Leveb8the “Company”). When used in this
document, the words “anticipate”, “believe”, “pldn%estimate” and “expect” and similar expressioas,they relate to the Company or its
management, are intended to identify forward-loglstatements. Such statements reflect the curiewswof the Company with respect to
future events and are subject to certain risksetdamties and assumptions. Should one or moreesft risks or uncertainties materialize, or
should underlying assumptions prove incorrect,aatsults may vary materially from those descrilethis document. For a more detailed
description of these risks and factors, pleasers=€ompany’s 2004 Annual Report on Form 10-K filgth the Securities and Exchange

Commission.

Level 3 Communications, Inc., through its operasngsidiaries, is primarily engaged in the commatins and information services
businesses, with additional operations in coal ngni

Communication Services

The Company is a facilities based provider of aarmange of integrated communications servicesidtiiey voice, private line, wavelengths,
colocation, Internet access, managed modem, datees and dark fiber. Revenue for communicati@rsises is recognized on a monthly
basis as these services are provided. For contraatlving private line, wavelengths and dark filservices, Level 3 may receive up-front
payments for services to be delivered for a pegioglp to 20 years. In these situations, Level 3 défer the revenue and amortize it on a
straight-line basis to earnings over the term efabntract.

The Company segregates its communication prodotdghiree separate groups with each being in ardift phase of the product life cycle,
incorporating different marketing and distributisinategies and different contributions to the Comyfmprofitability. Growth products
include both wholesale and consumer oriented vagceices and IP-VPN services. The Company’s cavdymts consist of transport &
infrastructure and IP & data products. Level 3 giswvides managed modem and DSL services to cussontéch are deemed to be mature
products by the Company.

Management of Level 3 believes that growth in réongrrevenue is critical to the long-term succefsthe communications business. The
Company believes it must continue to increase negdrom its core services in the transport anduginess units, as well as from the new
growth products including VolP and IP-VPN servicksthe same time, the Company believes it musticoa to effectively manage the
positive cash flows from its mature managed modecZSL services.

The Company is developing new voice services thatdition to its existing voice services targegéaand existing markets. The Company
believes that the efficiencies of Level 3's IP amdical based network, including its Softswitchhtealogy, will provide customers a lower
cost alternative than the existing circuit-switchmsdworks of its competitors. Several other contpetiwith IP technologies have announced
that they will be entering this market as well. VEtihe voice services being launched by Level §etba large addressable market, the
Company must quickly develop both its capabilityrtarket and sell in the voice market and develeprternal systems and processes
necessary to support the new services being ladndie market for voice services is large, howetvisrexpected to continue to decline over
time as a
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result of the new low cost IP and optical basetinetogies. In addition, the market for voice seegics being targeted by many competitors,
several of which are larger and have more finaneisburces than the Company.

The Company’s IP-VPN services permit businessesptace multiple networks with a single, ceffective solution that greatly simplifies 1
converged transmission of voice, video, and daté Tonvergence to a single platform can be obtaimithout sacrificing the quality of
service or security levels of traditional ATM anthfe Relay offerings. IP-VPN services also permétemers to prioritize network
application traffic so that high priority applicatis such as voice and video, are not compromispdriormance by the flow of low priority
applications such as email.

Growth in transport & infrastructure revenue igkly dependent on increased demand for bandwidtfices, the pricing of those services
and available capital of companies requiring comications capacity for their own use or in providepacity as a service provider to their
customers. These expenditures may be in the formp-dfont payments or monthly payments for priiate, wavelength or dark fiber
services. An increase in demand will likely be fadist offset by declines in unit pricing. The Conmyacontinues to experience price
compression in its transport and infrastructureises. The emergence of a number of companies firmmkruptcy protection and additional
competition from other distressed carriers continioecontribute to the difficult and competitiveepgting environment. The Company does
not expect this environment to change significantiyil the industry consolidates and/or the demaraklerates.

SBC and Verizon announced that they intended taieedT&T and MCI, respectively. While these propddransactions still require
regulatory and stockholder approval and are noéebeal to be completed until 2006, the Company bediehat the completion of these
transactions will benefit Level 3. Not only willipe compression potentially be mitigated by thenalation of competitors, but there will be
increased pressure on the combined entities taceetthe cost of providing services in order to inyerdistorical operating results.
Accordingly, Level 3's position as a low cost prder in the industry could provide future revenupatunities as the combined entities seek
low cost service offerings.

The conversion from narrow band dial-up servicesigher speed broadband services is expected teaise demand for the Company’s IP &
data services. Revenue growth in this area is diggron continued increases in usage by both ergespand consumers and the pricing
environment. An increase in the reliability of infeation transmitted over the Internet and declindhe cost to transmit data have resulted in
increased utilization of e-commerce or web basedces by businesses. The Company continues taiexge price compression for its IP
and data services. Current high levels of availabfgacity and the numerous companies competirfgsnrtarket have resulted in a very
competitive pricing environment.

The Company and its customers continue to see omrsumigrate from narrow band dial-up servicesighér speed broadband services as
the narrow band market matures. This trend is e@rgeto result in declines in managed modem revanthee future. The Company
recognized $488 million and $107 million of manageadem revenue in fiscal 2004 and for the threethmended March 31, 2005,
respectively. These declines may be mitigatedémtiid to longer term by growth in IP-based servigi#sred by the Company that address
the market shift to higher speed broadband servieaeel 3 believes that the low cost structure®hietwork will enable it to aggressively
compete for new business in the IP-based market.

The exclusivity provisions in the contract with tBempany’s primary DSL customer expired at the efitthe first quarter of 2005. The
customer expects to migrate its existing DSL subecs to its own network primarily during the sedaquarter of 2005. Level 3 and the
customer amended their DSL agreement such that Bew#l be compensated a fixed amount for serviges/ided during the migration
period, provided that the customer is able to roegtin milestones with respect to number of magaubscribers. If these milestones are
not met, Level 3 may receive additional compensatibhe Company recognized $112 million of DSL rawe attributable to this customer in
2004, and $34 million for the three months endeddd&1, 2005 and is expecting DSL revenue to dedignificantly through the remainder
of 2005.

Level 3's management continues to review the Coryigaxisting lines of business and service offesitg determine how those lines of
business and service offerings assist with the Gmyis focus on delivery of
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communications and information services and meetinfinancial objectives. To the extent that certmes of business or service offerings
are not considered to be compatible with the dgfieé communications and information services athwabtaining financial objectives, Level
3 may exit those lines of business or stop offetitagge services.

The Company experienced price compression in th&-25% range for transport and IP services in 2084el 3 believes that industry wide,
excess network inventory has been significantlyiced and that current pricing may not be sufficterdllow some providers to recover their
incremental costs to add new capacity.

The Company continued to see pricing pressuregrfitbt quarter of 2005 for those customers thatiire simple, low quality, point-to-point
services, as competitors aggressively pursuedtiimess. However, Level 3 is seeing some indioatiat competitors are less willing to
discount these services if it requires investmembéremental capacity to meet the customer’s requents.

For those customers that provide high quality cointe require complex regional or national solusiphevel 3 is beginning to see some early
indications that some of the pricing pressureastisig to abate, but it is far too early to dramclosions. Level 3 intends to remain
disciplined in its approach to pricing with targetates of improvement for its transport and IRises. Level 3 does not intend to pursue
volume at the expense of profitability.

Management focuses on Adjusted OIBDA, cash flowmfoperating activities and capital expenditureas®ess the operating performanc
the communications business. Management belieatRtfjusted OIBDA, when viewed over time, reflettte operating trend and
performance of its communications business. Adju§&iEBBDA, or similar measures, also is an indicatbperformance used by Level 3’s
competitors and is used by management in evaluagiatjve performance.

The expected increase in revenue attributablegd@tbmpany’s voice and IP-VPN services and the d¢rpgetecline in revenue from the
managed modem and DSL services will likely resulbiwer gross profit margins in the future. Profiairgins for the Company’s mature
services have historically been higher than theameprofit margins earned by the Company’s comupatitins business while the profit
margins for the Company’s growth services are ebgubio be below the current average profit margimed by the communication business.

In January 2005, the Company announced cost comégininitiatives that are intended to reduce ojregaxpenses by approximately $60 to
$70 million in 2005. The initiatives included théngnation of approximately 470 jobs primarily ihe non-growth and support areas of the
communications business. The Company recordedraiceging charge of $15 million in the first quarbf 2005 attributable to this action.

Management believes that cash flows from operagtiyities as reported on the consolidated stat¢wferash flows, also is a measure of
operating performance, but in addition measuregé&meration of cash from or use of cash for worldapital (particularly accounts
receivable, accounts payable and deferred revgnuppses which is important as the Company mon#ontsmaintains its liquidity.

Management of Level 3 believes the introduction@ifv products or technologies, as well as the fudlegelopment of existing technologies
may reduce the cost or increase the supply ofioestavices similar to those provided by LevelThe ability of the Company to anticipate,
adapt and invest in these technology changesimedyt manner may affect the future success of the@any.

The Company is focusing its attention on 1) growiegenue through existing core services, existiagvth services and new service
development efforts, 2) continuing to show improeeis in Adjusted OIBDA as a percentage of reveBuajanaging working capital and
4) making certain its capital expenditures are nadwarily for activities that directly generatevemue. The anticipated change in the
composition of the Company’s revenue will requive Company to carefully manage operating expengse@ncentrate its capital
expenditures on those technologies and assetwithahable the Company to further develop its giftowervices and replace the decline in
revenue and earnings from mature products.

In addition to the operational metrics, the Compangiso focusing on improving its financial comalit and extending the maturity dates of
and lowering the effective interest rate on itsstariding debt. In 2004, the Company was able, gire@useries of transactions, to extend
approximately $1.1 billion of debt maturing in 20@82011 and to reduce the effective interestoatéhe debt outstanding. In addition, on
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April 4, 2005, Level 3 completed the offering ofégBmillion of 10% Convertible Senior Notes due 2@d Institutional investors. Level 3
intends to use the net proceeds from this offef@ngeneral corporate purposes, including possibtpiisitions, working capital, capital
expenditures, debt refinancing and debt repurchablee Company will continue to look for opportieg to improve its financial position in
2005 and focus its resources on growing revenuerarthging costs for the communications business.

Information Services

The Company’s information services business is a@ag of two operating units: (Structure, LLC and Software Spectrum, Inc.

(i )Structure provides computer outsourcing servicgaarily to small and medium-sized businesseswhatt to concentrate their resources
on their core business rather than expend capithlrecur overhead costs to operate their own coimg@nvironments. Efforts to grow this
business are largely dependent onStructure’s ability to effectively market itsetf businesses while competing against other outsaurc
providers with greater financial resources and nesuegnition (i) Structure recognizes revenue in the period thasEnare provided.

Software Spectrum is a global reseller of busirsefsvare, primarily to large and medium sized besges. Software Spectrum recognizes
revenue at the time the product is shipped or @o@ance with the terms of the licensing contreBédes under certain licensing programs
permit Software Spectrum to recognize only a serfée paid by the software publisher as revenugw8e Spectrum has experienced an
increase in sales under this form of licensing pgrogand management expects further adoption ofcgdeensing programs in the future.
The Company'’s ability to resell software is infleed by the general economic environment, spediiéalNorth America and Western
Europe, as well as the level of IT spending foriless software by large and medium sized companies.

The software distribution and resale businessiig empetitive with profitability largely dependempon rebates received from the software
publishers. The amount of rebates received fronpthisher is tied directly to the value of softeaold for that publisher. These programs
vary from publisher to publisher, but typically ¢aim sales targets that are tiered so that Soft®peetrum can earn higher rebates on
incremental sales above certain sales targetsinaligely, Software Spectrum may forfeit publishelbates if certain minimum sales targets
are not achieved. As such, it is not uncommon dftmare resellers, including Software Spectrunprioe software at or below their cost,
primarily at the end of the second and fourth aqararof the Company’s fiscal year, in order to attae next sales target and thus earn higher
rebates from software publishers.

Microsoft is the primary provider of business safte/to the Company’s Software Spectrum businedgiciiosoft should successfully
implement programs for the direct sale of softwtareugh volume purchase agreements or other amagnys intended to exclude the
distribution or resale channel, Software Spectrumssilts of operations would be materially and askly affected.

In order to achieve a desired return on invest@itala Management of the information services besgfocuses on the Adjusted OIBDA
metric and cash flow from operating activities §s@ss the overall operating performance of therimdition services business. Specifically,

the (i )Structure business, Adjusted OIBDA reflects therafing results of the business and, viewed inwartjon with net capital
expenditures required to support existing and nestacner contracts, provides management with vigilid the financial condition and
operating performance of the business. For thexdoét Spectrum business, Management focuses ontadj@BDA and cash flow from
operating activities, including changes in workoapital accounts, to assess the financial condémmhoperating performance of the business.
Software Spectrum’s working capital requiremenesdatermined primarily by changes in its accouatgivable and accounts payable
balances. Management is focusing its attention iminmzing working capital requirements by loweriitg days sales outstanding through
consistent collection procedures. Management egpeatking capital requirements for the SoftwarecBpen business to decline in the fut

as software publishers continue to adopt the agkeeysing model.
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Coal Mining
Level 3, through its two 50% owned joint ventureface mines in Montana and Wyoming, sells coal prily through long-term contracts
with public utilities. The long-term contracts fitre delivery of coal establish the price, volume] guality requirements of the coal to be

delivered. Revenue under these and other conisasognized when coal is shipped to the custoftes.remainder of Level 3's sales are
made on the spot market where prices are gendoallyr than those in the Company’s long-term cortsrac

First Quarter 2005 vs. First Quarter 2004

Revenuefor the periods ended March 31, is summarized lésafie (dollars in millions):

Three Months Ended

March 31,
2005 2004
Communications $ 51C $ 38¢
Information Service 48¢ 494
Coal Mining 17 16
$ 1,01C $ 89¢

Communicationsrevenue is classified into two categories, serviegenue and reciprocal compensation. The Compatiyer segregates its
communications services into three separate catsgaith each being in a different phase of thelpot life cycle, incorporating different
marketing and distribution strategies and diffei@ntributions to the Company’s profitability. Thategories include: 1) growth services
(voice and IP-VPN services) 2) core services (fpans& infrastructure and IP & data products) andrture services (managed modem and
DSL services). Revenue for these services is ffiedtin the following table:

Three Months Ended

March 31,
2005 2004

Services
Growth Service: $ 27 $ 8
Core Service 311 192
Mature Services 144 16E
Total Services Revenue 482 36€
Reciprocal Compensation 28 23
Total Communications Revenue $ 51C $ 38¢

Growth services revenue for the three months edbagh 31, 2005 is comprised of $26 million for wiservices and $1 million for IP VPN
services versus $8 million for voice services asgsIthan $1 million for IP VPN services in the samagod in 2004. Voice revenue improved
as a result of the increased market acceptandesafdw services introduced in 2003 and 2004, padatily the wholesale services which
include voice termination, local inbound and enleahiocal services. The Company expects voice reamuaontinue to increase in future
periods as a result of the future service introdunst the timing of our customers’ rollout of Voservices, and the acceptance of VolP
technology by businesses and consumers.

Core services revenue for the three months endedhVEL, 2005 increased significantly from the sgpmeod in 2004 primarily as a result of
the recognition of $129 million of termination rexee in 2005 versus $7 million in 2004. The termoratevenue in 2005 is primarily
attributable to agreements reached with Francecdeleand 360networks relating to the terminatioexaéting dark fiber lease agreements
with those customers described below.
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On February 22, 2005, France Telecom and Leveidified an agreement to terminate a 2000 dark ijgFement. Under the terms of the
agreement France Telecom returned the fiber toll2vRevenue attributable to the cash receivedhferfiber under the original agreement
was deferred and amortized to revenue over thee2@tgrm of the agreement. Level 3 has no furtbesice obligations with respect to the
fiber and therefore recognized approximately $4llioniof unamortized deferred revenue as non-cashihation revenue in the first quarter
of 2005.

On March 1, 2005, Level 3 entered into an agreeméht360networks in which both parties agreedetoiinate a 20-year IRU agreement.
Under the new agreement 360networks returned thefither originally provided by Level 3. Under teiginal IRU agreement, signed in
2000, the revenue associated with the cash recbivé@vel 3 was deferred and amortized to revervae the 20-year term of the agreement.
As a result of this transaction, Level 3 recognitteelunamortized deferred revenue of approxima&i88/million as non-cash termination
revenue in the first quarter of 2005.

Excluding termination revenue, transport & infrasture revenue increased 4% due to an increas#dnation and wavelength revenue. 1
was partially offset by lower amortized dark fitzerd operations and maintenance revenue resulting thhe settlement agreements reached
with France Telecom and 360networks in 2005 and &dUSA in the fourth quarter of 2004.

The Company expects to recognize termination atitbsent revenue in the future if customers desineenegotiate contracts or are required
to terminate service. The Company is not able timese the specific value of these types of tratisas until they occur, but does not
currently expect to recognize significant termiaatrevenue for the remainder of 2005.

In addition to transport and infrastructure, then(Pany’s core services also include IP & Data servicBevenue attributable to these serv
declined 11% from the first quarter of 2004 to slaene period in 2005. The decline in this revesywimarily attributable to a decline in
revenue for wholesale Internet access. Althoughadel for Internet services is increasing, pricdides more than offset revenues relatin
the increase in volume.

Revenue attributable to the Company’s mature seswizas comprised of managed modem revenue of $illldhnand DSL revenue of $37
million in 2005. Revenue attributable to these teovices was $134 and $31 million, respectivalytlie three months ended March 31,
2004. In 2004, Level 3's largest managed moderoousr, America Online, informed the Company thatéuld reduce its overall purchases
of fixed service ports for its U.S. dial-up netwoAmerica Online reduced the number of ports icpased from Level 3 by approximately
30% in 2004. In addition to the port cancellatiooyisions, the contracts with America Online contaiarket-pricing provisions which had
the effect of lowering revenue. Partially offsegtithe price declines was an increase in manage@maisage revenue attributable to the
acquisitions of certain ICG and Sprint customerti@mts at the beginning of the second and fourtirtgus of 2004, respectively.

As a result of concessions to America Online inye2004, the market-pricing provisions of thesetcacts are not expected to be enforced
until at least the second quarter of 2005 for diporof the ports and January 2006 for the remaipiorts. The contract with America Online
continues to contain pricing provisions whereby éle¥is obligated to provide America Online a reglliprice per port rate if Level 3 offers a
third party better pricing for a lower volume ofraparable services. The Company expects, exclutimgffects of acquisitions, managed
modem related revenue to continue to decline ifuthee primarily due to an increase in the nuntdfesubscribers migrating to broadband
services and continued pricing pressures.

The increase in DSL revenue is attributable tongneiase in subscribers from the Company’s primasgamer. The Company’s DSL
aggregation services are primarily provided to thistomer on an exclusive basis in certain markdigsh exclusivity expired at the end of
the first quarter of 2005. The customer begantéichmigration of its customers off of the Level&@work during the first quarter of 2005.
Level 3 expects the migration to be substantiadijplete by the end of the second quarter of thés.yAs a result,

32




DSL revenue is expected to decline significantlytfee remainder of 2005. For the three monthsrenarch 31, 2005, DSL revenue
attributable to this customer represented 91% etdkal DSL revenue recognized in the period.

Reciprocal compensation revenue increased frorm$itidn in 2004 to $28 million in 2005. This increais primarily attributable to new or
amended agreements reached with BellSouth and&fe@ommunications in the second and third quade2904, respectively, and SBC
Communications in the first quarter of 2005. Thageeements establish intercarrier rate structiorésrminate local, ISP bound traffic
through 2006 and 2007.

In October 2004, the FCC approved certain aspé@adarbearance petition filed by Core Communicagiin July 2003. Specifically, the F(
lifted ISP-bound traffic growth caps and new maeatiusion. The FCC rate cap of $.0007 per minidendt change in this order. Certain of
the Company’s interconnection agreements contaiguiage that supersedes this order.

Certain ISP-bound traffic that is terminated onltkeel 3 network is expected to be subject to tBE ISP Remand Order, which has been
pending at the FCC for two years. The FCC has atditthat it will rule on the ISP Remand Order sddre ruling is expected to address,
among other things, the FCC'’s basis for assertirigdiction over ISP-bound traffic.

Once the FCC has ruled on the ISP Remand Orde€dh®any will determine the impact of that decisonits current interconnection
agreements. If an agreement contains a changevip+lavision, a party will be able to invoke the nba-of-law clauses to prospectively
modify the terms of that agreement. If there ihange-of-law provision in the agreement, the mnesly negotiated terms will stay in place
until expiration of the agreement. When an agredragpires, the parties would default to the FC@swn ISP-bound traffic.

With the three agreements reached in 2004 and 2@3%] 3 has interconnection agreements in placéh®majority of traffic subject to
reciprocal compensation. Level 3 continues to nagohew interconnection agreements with otherllogaiers. To the extent that the
Company is unable to sign new interconnection agegss or signs new agreements containing lowes ratethere is a significant decline in
the Company’s managed modem dial-up business, GrdtGtate regulations change such that carrieraatrrequired to compensate other
carriers for terminating ISP-bound traffic, recipabcompensation revenue may decline significamilyr time.

Information servicesrevenue decreased for the three months ended N3ar@004 to 2005 primarily as a result of an insesiam sales under
software publishers’ agency licensing programs ttésiilt in only a service fee being recognizedeasmue, rather than the selling price of the
software. The software reseller industry is seasevith revenue and Adjusted OIBDA typically beihggher in the second and fourth quar

of the Company’s fiscal year. Revenue from the\8arfé Spectrum business decreased from $472 mitio2004 to $466 million in 2005.

Software Spectrum began experiencing an increasal@s under Microsoft's 6.0 licensing program singilar programs offered by other
suppliers in 2003. Under these programs, new emserwide licensing arrangements are priced, biéiad collected directly by the software
publishers. Software Spectrum continues to prosales and support services related to these triamsaand earns a service fee directly fi
publishers for these activities. The Company retamthe service fee it receives as revenue anthaantire value of the software under-
program. Software Spectrum recorded approximatedyrsillion and $10 million of revenue attributalttethese types of contracts in 2005
and 2004, respectively. The estimated selling prfdbe software sold under these agreements wat i$#lion and $184 million for the
corresponding periods.

If Microsoft and the other suppliers are successfiinplementing agency licensing programs, it wélult in a significant decline in the
amount of information services revenue recognizethb Company. The decline in revenue is not exgeetd have a meaningful effect on
operating income (loss), as the Company shouldrequee a corresponding decline in cost of revenue.
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Revenue attributable (@) Structure’s business decreased from $22 milliortHerthree months ended March 31, 2004 to $17anilth 2005.
In 2004, (i )Structure and two customers agreed to terminaie dlutsourcing contracts and as a resul)Structure recognized $4 million of
termination revenue in the first quarter of 2004.

Coal mining revenue increased to $17 million in 2005 compaoe$ils million in 2004. The increase in revenuetigkautable to slight
increases in coal tonnage shipped and the prieiah it was sold.

The Company expects coal revenue to decline faxfdiscal 2005 compared to 2004 because the anwfurdal required to be purchased in
2005 under a contract with Detroit Edison declisiggificantly from 2004 levels. The Company hamsid new agreements with Detroit
Edison, but with lower tonnage requirements ancelogrices.

Cost of Revenudor the communications business, as a percentagevefue for the three months ended March 31, 20052004 was 23%
and 21%, respectively. The decline in higher mamg@naged modem revenue, the additional costs w@ttible to the 2004 Sprint, ICG and
Allegiance transactions, and increased sales ftainevoice products, for which margins are lowesulted in the increase in cost of revenue
as a percentage of revenue in 2005. These itemespegtially offset by an increase in terminatiemenue in 2005. Settlement and
termination revenue was $129 million in 2005, mafswvhich was attributable to the France Telecom 26@hetworks transactions, compared
to settlement and termination revenue of $7 millim2004. The recognition of this revenue, withaooresponding cost of revenue, decreased
cost of revenue as a percentage of revenue in 2005.

As the Company’s revenue mix changes to a higheepéage of voice revenue and a lower percentageaofiged modem and DSL revenue,
the cost of revenue, as a percentage of revenilénevease due to the lower margin earned on oedbthe Company’s voice services.

The cost of revenue for the information servicesifiesses, as a percentage of its revenue, was®@2¥effirst three months of 2005 up from
91% in the same period of 2004. This increase wiasapily attributable to the outsourcing businesstaecognized $4 million of termination
revenue in the first quarter of 2004. The declimtermination revenue was partially offset by acrease in sales under new licensing
programs implemented by software publishers forcvithe cost of revenue is minimal. Software Spectizivery reliant on rebates received
from software publishers to improve its operatiaguits. For the three months ended March 31, 2062804, Software Spectrum earned
approximately $9 million and $10 million, respeediy, in rebates which reduced cost of revenue v&oét Spectrum does not earn rebates
from Microsoft on agency program sales. As a resisliagency program sales increase, the amouabafas earned is expected to be below
that earned in 2004. This decline is partially efféy Software Spectrum earning, in general, highargins on Microsoft agency sales than
on Microsoft non-agency sales.

Cost of revenue, as a percentage of revenue, dacdhl mining business decreased from the firsttquaf 2005 to 2004 as a result of the
slight increase in the average price of coal shdfpe2005.

Depreciation and Amortization expenses were $171 million for the first quarted20 4% decrease from 2004 depreciation and
amortization expenses of $179 million. The decréspeimarily attributable to shortdired communications assets that were placed wice
in prior years becoming fully depreciated durin@20In addition, the McLeod intangible assets walg amortized during the third quarter
of 2004. These decreases were partially offsehbyamortization expense attributable to the intalegassets acquired in the ICG and Sprint
acquisitions, completed in the second and fourtirtgus of 2004, respectively.

Selling, General and Administrativeexpenses decreased 4% to $226 million for the tm@eths ended March 31, 2005 compared to the
same period in 2004. This decrease is primarilybatiable to lower compensation and employee rdlatests resulting from the workforce
reduction for the communications business whicluoed in the first quarter of 2005. Specificaliigclines in base compensation, bonus,
travel, recruiting and facilities expenses all cimitted to the decrease in selling, general andradtrative
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expenses in 2005. Partially offsetting the redurctn communication expenses was a slight incremsests for the information services
business, primarily due to increases in headcding.Company’s other businesses experienced ina@asests due primarily to increased
professional services fees.

Included in operating expenses for the first quasft2005 and 2004, were $11 million and $9 millieespectively, of non-cash compensation
and professional expenses recognized under SFAS28uelated to grants of stock options, warrants@her stock-based compensation
programs. The increase in non-cash compensaticenseds attributable to an increase in the valugarfts distributed to eligible employees.
During the second quarter of 2004, the Companysksiolders approved a proposal at the Commaf§04 annual meeting for the reserva

of additional shares of common stock under the Gomis 1995 Stock Plan.

The Company expects selling, general and admitiigraxpenses to decline in 2005 versus 2004,ea€tmpany realizes the cost savings
from the workforce reduction that occurred in thistfquarter of 2005 and ongoing non-workforce tedlacost containment efforts.

The Company temporarily suspended awards of OwtparStock Options in April 2005. To replace th8@s, the Company expects to
award restricted stock units to participants offitan beginning in the second quarter of 2005. rBis&ricted stock units will vest 50% one
year from the award date with the remaining unéstvng two years from the award date. The Compapgcts the number of quarte
restricted stock units awarded to be approximat8ly% of the quarterly OSOs awarded in the priortgna The value of the restricted units
will be based on the price of Level 3's common ktthe day prior to the award and will be recordeéxpense over the vesting period.

The Company is currently evaluating its long-telmmpensation program and expects to have a newagroigr place during the third quarter
of 2005.

Restructuring Chargeswere $15 million for the three months ended Marth2)05 and attributable to the workforce redudiohthe
communications business in North America and Europbe employees affected by this workforce reidngpbrovided support functions or
worked directly on mature products. In the fitsee months of 2004, the Company recognized appiateily $2 million of restructuring
charges related to the ongoing integration anduettring of Software Spectrum that began in 2088.of March 31, 2005, the Company |
$2 million of remaining obligations attributablettee 2005 restructuring activities.

Adjusted OIBDA is defined by the Company, as operating income(livem the consolidated statements of operatiess tlepreciation and
amortization expense, less non-cash compensatjmener included within selling, general and admiai&tn expense on the consolidated
statements of operations, and less the non-casiopof restructuring and impairment charges. At§dsOIBDA is not a measurement under
accounting principles generally accepted in thetdthStates and may not be used by other compaieasmgement believes that Adjusted
OIBDA is an important part of the Company’s intdrregporting and is an indicator of profitability doperating performance used by the
chief operating decision maker or decision makirgug, especially in a capital-intensive industrgisas telecommunications. Adjusted
OIBDA excludes interest expense and income taxmesgand other gains/losses not included in operaitome. Excluding these items
eliminates the expenses associated with the Con'gpaapitalization and tax structures. Note 11 ef tbnsolidated financial statements
provides a reconciliation of Adjusted OIBDA for éaaf the Company’s operating segments.

Adjusted OIBDA for the communications business 281 million and $116 million for the three montreled March 31, 2005 and 2004,
respectively. The increase in 2005 is primarilyilatitable to $129 million of termination and settlent revenue recognized by the Company
in 2005 versus $7 million in 2004. Also contrib@gito the increase in 2005 was a decline in seltyegeral and administrative expenses.
Partially offsetting these items was a declineighar margin managed modem revenue, the incremeetaiork costs incurred from the
Sprint, ICG, KMC and Allegiance transactions anel #15 million of restructuring charges recorde@005.
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Adjusted OIBDA for the information services busiseecreased from $11 million for the three montided March 31, 2004 to $7 million
for the same period in 2005. Adjusted OIBDA for {hi§Structure business decreased significantly in 209& result of $4 million of
termination revenue recognized in the first quanfe2004. Adjusted OIBDA for Software Spectrum ie&sed slightly as a result of the
absence of restructuring charges recorded in 2004.

Adjusted OIBDA for the coal business increased3arfillion for the three months ended March 31, 2605 $2 million for the three montl
ended March 31, 2004 as a result on an increase iaverage selling price of coal shipped in 2005.

An increase in selling, general and administragixgenses for the Company’s other businesses rdsaldjusted OIBDA declining from a
loss of $1 million for the three months ended Ma8th 2004 to a loss of $2 million in the same ped 2005.

Interest Incomewas $4 million for the three months ended MarchZBD5 increasing from $3 million in the same pemd@004. Increases
in the weighted average interest rate earned opdhélio were offset by a decline in the averagsh and marketable security portfolio
balance. The Company’s average return on its girtifacreased from 0.9% in 2004 to 1.87% in 2005levthe average cash balance
decreased from $1.2 billion during 2004 to $80diarilduring 2005. Pending utilization of cash ardlt equivalents, the Company invests
the funds primarily in government and governmemray securities and money market funds. The investistrategy generally provides
lower yields on the funds than on alternative itwvests, but reduces the risk to principal in thersterm prior to these funds being used in
the Company’s business.

In 2004, the Company elected to take advantageeofield curve and purchase longer-term U.S. gaowernt securities. The government
securities currently mature through March 2006. Thenpany intends to hold these securities until thature.

Interest Expense, netlecreased by $13 million from $127 million for tiheee months ended March 31, 2004 to $114 millioRAd05.
Interest expense decreased primarily as a restiieagxtinguishment of the Allegiance capital lealskgation during the second quarter of
2004. In addition, the Company repurchased portidris 9.125% Senior Notes due 2008, 11% Senidedldue 2008, 10.5% Senior
Discount Notes due 2008 and 10.75% Senior Eurod\sie 2008 during the fourth quarter of 2004, tiereducing interest charges on th
notes. These decreases in interest expense weid@lpaffset by increased interest expense fromiisuance of a $730 million Senior
Secured Term Loan due 2011 and 5.25% Senior CableeMotes due 2011 in the fourth quarter of 20@4erall, the refinancing
transactions in the fourth quarter were expecteddace the Company’s annual interest expense [pzimately $28 million based on
interest rates at the time of the refinancing.

The Company expects interest expense to increaskgoemainder of 2005 as a result of the issuahtiee 10% Convertible Senior Notes
due 2011 on April 4, 2005.

Other, net decreased primarily as a result of the $23 miltealized gain on the sale of Commonwealth Teleplonemon stock in 2004 ai
smaller gains on the disposal of property, plant@guipment in 2005.

Income Tax Expensdor 2004 was a $1 million and attributable to cerfareign jurisdictions for Software Spectrum aslivas the
Company’s coal business.

36




Financial Condition—March 31, 2005

Cash flows provided by (used in) operating acegtior the three months ended March 31, 2005 a@d, 28spectively are as follows (dollars
in millions):

Three Months

Ended
March 31,
2005 2004
Communications** $ 1) $ 35
Information Services 43 (18)
Other (2 9
Total $ (66) $ 8

** Includes interest expense net of interest income

The decrease in communications operating cash flonthe three months ended March 31, 2005 is pilynattributable to lower operating
results after excluding the effects of non-casmieation revenue in both periods. In addition, fliation in the Company’s working capital
balances resulted in an incremental use of ca$i®mmillion in the first three months of 2005 comgzhto the same period in 2004. A
decrease in sales providing up-front cash paymeasspartially offset by lower uses of cash for agts payable and other current liabilities.
Partially offsetting these additional uses of casls a $9 million decline in the amount of cashrigéexpense paid in 2005.

The increase in cash used by operating activiiesformation services group declined primarilysasesult of lower collections of accounts
receivable at Software Spectrum in the first quasfte2005 when compared to the same period in 20ds decline is attributable to the
efforts in the first quarter of 2004 to reduce 8@ifite Spectrum’s average days sales outstanding.days sales outstanding metric at the end
of the first quarter of 2005 was consistent witl thetric at the end of the first quarter of 20@dadidition, the outsourcing business also
received payments in the first quarter of 2004taninate two contracts.

The increase in operating cash flows for the oblusinesses is primarily attributable to the paynoémertain state tax obligations in the first
three months of 2004 for which liabilities had beecorded in prior period that did not recur in finst quarter of 2005.

Investing activities in the first quarter of 2008nparily include the maturity of $50 million of mketable securities, $1 million of proceeds
from the sale of property, plant and equipment, $t million used for gross capital expendituregnarily in the communications business.
In addition, the Company increased its restricextgties by $1 million, primarily for its coal bagss in the first quarter of 2005.

Financing sources in the first quarter of 2005 iad solely of the repayment of long-term debtribg the period, the Company repaid
$25 million in Genuity capital lease obligationglaamounts due under the GMAC commercial mortgage.

On April 4, 2005, Level 3 completed the issuanc8&880 million of 10% Convertible Senior Notes d@d 2 to institutional investors. Inter

on the notes will be payable semi-annually begigrmin November 1, 2005. The notes will be conveattif holders at any time after

January 1, 2007 (or sooner if certain corporat@sveccur) into shares of Level 3 common stockaireversion price of $3.60 per share
(subject to adjustment in certain events). Thigsivalent to a conversion rate of approximately.27 shares per $1,000 principal amount of
notes.
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The net proceeds from this offering were approxetya$878 million after giving effect to offering penses. Level 3 intends to use the net
proceeds from this offering for general corporatgppses, including possible acquisitions, workiagital, capital expenditures, debt
refinancing and debt repurchases.

The GMAC commercial mortgage of $116 million asvdrch 31, 2005, is due in full at the end of theosel quarter of 2005. The Company
intends to refinance a portion of the mortgagergodts maturity.

Liquidity and Capital Resources

The Company provides a broad range of integratethumications services as a facilities-based pro\vithat is, a provider that owns or
leases a substantial portion of the property, adtequipment necessary to provide its servidés®.Company has created, generally by
constructing its own assets but also through a daetibn of purchasing and leasing facilities, amatted, international, end-to-end,
facilities-based communications network. The Conypaas designed its network based on optical aretriat protocol technologies in order
to leverage the efficiencies of these technolotfiggrovide lower cost communications services.

The further development of the communications kessrwill continue to require significant expenditurincluding new service development
costs. The Company expects that these expenditiitessult in negative cash flows from operatirgiigities and operating losses for the
Company in the near future. The Compagxpenditures will be primarily attributable toepgting expenses, capital expenditures and int
payments. The Company expects base capital expeeslifcapital required to keep the network opegatifficiently) to be approximately
$100 million in 2005. The majority of the Compangisgoing capital expenditures are expected to beess-based, which are tied to
incremental revenue. The Company expects succagsHoapital expenditures for voice customers teease in 2005.

The Company does not have any significant prinapabunts due on its outstanding debt (excludingXWAC mortgage) until 2008. In
2005, the Company expects to pay in cash, baseelorlevels after the issuance of the 10% Conuer8enior Notes, approximately
$440 million of interest expense.

Level 3 has approximately $626 million of cash caquivalents and marketable securities on haiMbath 31, 2005. In addition, the
Company received $878 million of proceeds fromdffering of Convertible Senior Notes on April 4,080 Based on information available
at this time, management of the Company believatstiie Company’s current liquidity is sufficientftond its anticipated negative cash flows
from operating activities, capital expenditures amdrest costs until such time as it is able magthe business and begin generating positive
cash flows from operating activities sufficientaiso cover capital expenditure requirements, catgnast expense and debt obligations.

Cash flows from operating activities will fluctuate2005 and will be a function of revenue fluctaat from existing and new services, the
Company’s management of network, selling, generdladministrative, and capital expenditures anctdiations in working capital. The
Company'’s previous debt and equity offerings havergthe Company the ability to develop its businétowever, if additional investment
opportunities should present themselves, the Coynpey be required to secure additional financinthafuture. There can be no assurance
that the Company could raise such amounts on aagleptierms or at the time the funding is necessary.

In addition to raising capital through the debt aqdity markets, the Company may sell or disposxisting businesses, investments or o
non-core assets to fund portions of the business jh 2004, the Company completed the sale @fjtsty position in Commonwealth
Telephone for approximately $41 million. With thedesof Commonwealth Telephone shares, managembendmthat the Company has now
sold the substantial majority of its valuable namecassets.

The Company may not be successful in producingcseifit cash flow, raising sufficient debt or equitypital on terms that it will consider
acceptable. In addition, proceeds from dispositmfithe Company’s assets may not reflect the dssétssic values. Further, expenses may
exceed the Company’s estimates and any
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financing needed may be higher than estimateduréaib generate sufficient funds may require thengany to delay or abandon some of its
future expansion or expenditures, which could heaveaterial adverse effect on the business.

Level 3's management continues to review the Coryigaxisting lines of business and service offesitg determine how those lines of
business and service offerings assist with the Gamyis focus on delivery of communications and infation services and meeting its
financial objectives. To the extent that certaire$ of business or service offerings are not censitito be compatible with the delivery of
communications and information services or withiecimg financial objectives, Level 3 may exit thdges of business or stop offering those
services.

Level 3 is aware that the various issuances dafutstanding senior notes, senior discount notecandertible notes may trade at discounts to
their respective face or accreted amounts. In daleontinue to reduce future cash interest payspastwell as future amounts due at
maturity, Level 3 or its affiliates may, from tinbe time, enter into debt for debt, debt for equitycash transactions to purchase these
outstanding debt securities in open market or pelyanegotiated transactions. Level 3 will evaluaty such transactions in light of then
existing market conditions and the possible dikiffect to stockholders. The amounts involvediy such transactions, individually or in

the aggregate, may be material.

Current economic conditions of the telecommunicetiand information services industry, combined Witkel 3's financial position and
significant liquidity, have created potential opjmities for Level 3 to acquire companies or parsi@f companies at attractive prices. Lev
continues to evaluate these opportunities and amakk additional acquisitions in 2005.

39




ltem 3. Quantitative and Qualitative Disclosures Adout Market Risk

Level 3 is subject to market risks arising frommdes in interest rates and foreign exchange rasgesf March 31, 2005, the Company had
borrowed a total of $846 million under a commerai@rtgage and Senior Secured Term Loan. Amountsrdeen the debt instruments bear
interest at LIBOR rates plus an applicable margsthe LIBOR rates fluctuate, so too will the irtsr expense on amounts borrowed under
the debt instruments. The weighted average inteaéston the variable rate instruments at Marct2805, was approximately 9.29%. A
hypothetical increase in the variable portion @& teighted average rate by 1% (i.e. a weightedsaeerate of 10.29%) would increase ani
interest expense of the Company by approximately #8llion. At March 31, 2005, the Company had $4bllion of fixed rate debt bearing
a weighted average interest rate of 8.49%. A dedfirinterest rates in the future will not benéiie Company with respect to the fixed rate
debt due to the terms and conditions of the loaaeagents that require the Company to repurchaseethteat specified premiums.

The Company’s business plan includes operatingeadmmunications network and information servicesithess in Europe. As of March 31,
2005, the Company had invested significant amooi¢sipital in the region for its communications imess. The Company issued

€800 million (€154 million outstanding at March 2005) in Senior Euro Notes in February 2000 ascan@mic hedge against its net
investment in its European subsidiaries at the.tiékseof March 31, 2005, the Company held enoughifmr denominated currency to fund its
current working capital obligations and remaininggrest payments on its Euro denominated debt ghrowaturity. The Company has not
made significant use of financial instruments tmimize its exposure to foreign currency fluctuation

The change in interest rates is based on hypo#h@tiovements and are not necessarily indicatiteefctual results that may occur. Future
earnings and losses will be affected by actualtdiations in interest rates and foreign currencgsat

Item 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, 2005. Based upon such reviewCtiief Executive Officer and Chief
Financial Officer have concluded that the Compangistrols and procedures are effective and argydedito ensure that information

required to be disclosed by the Company in thertspbfiles or submits under the Securities ExadeAct of 1934, as amended, and the rules
there under, is recorded, processed, summarizedepoded within the time periods specified in @@mmission’s rules and forms.

Disclosure controls and procedures include, withiotitation, controls and procedures designed &ueamthat information required to be
disclosed by an issuer in reports it files or subrander the Securities Exchange Act is accumukatgidcommunicated to the Company’s
management, including its principal executive @fiand principal financial officer, as appropritdellow timely decisions regarding

required disclosure.

(b) Internal controls. There were no changes in Level 3's internal cdetower financial reporting that have occurred dgrhe first quarter
2005 that have materially affected or are reasgridtaly to materially affect, Level 3's internabntrols over financial reporting.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
PART Il - OTHER INFORMATION
Item 6. Exhibits
€) Exhibits filed as part of this report are listeddve
31.1 Rule 13a-14(a)/15d-14(a) Certification of the Chiafecutive Officer
31.2 Rule 13a-14(a)/15d-14(a) Certification of the Chtafancial Officer

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002.

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

41




SIGNATURES

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

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 10, 2005 /sl Eric J. Mortense
Eric J. Mortensel
Senior Vice President, Controller
and Principal Accounting Office

Exhibit 31.1
CERTIFICATIONS *
I, James Q. Crowe, certify that:
1. | have reviewed this Quarterly Report on Form 16fQevel 3 Communications, Inc.;

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

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this
report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hgd)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

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

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntbd report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

(@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record process, summarize and report financial information
and

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

Date: May 10, 2005
/sl James Q. Crow

James Q. Crow
Chief Executive Office




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

Exhibit 31.2

CERTIFICATIONS*

[, Sunit S. Patel, certify that:

1.

2.

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

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

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

The registrant’s other certifying officer(s) andrke responsible for establishing and maintainiisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hgd)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

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

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntbd report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

(@) All significant deficiencies and material weakses in the design or operation of internal obptrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

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

Date: May 10, 2005

/s/ Sunit S. Pate

Sunit S. Pate
Chief Financial Officel

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

Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO



SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of LeveL8mmunications, Inc. (the “Company”) on Form 10D the three months ended
March 31, 2005 as filed with the Securities andHaxme Commission on the date hereof (the “Repdrtdames Q. Crowe, Chief Executive
Officer of the Company, certify, pursuant to 18 ICS§ 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

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

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

/sl James Q. Crow
James Q. Crow

Chief Executive Office
May 10, 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 Quarterly Report of LeveC8mmunications, Inc. (the “Company”) on Form 10a@the three months ended
March 31, 2005 as filed with the Securities andtaxge Commission on the date hereof (the “Repdrt3unit S. Patel, Chief Financial
Officer of the Company, certify, pursuant to 18 ICS§ 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that:

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

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

/s/Sunit S. Pate

Sunit S. Pate

Chief Financial Officel
May 10, 200¢
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