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UNITED STATES
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EXCHANGE ACT OF 1934
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or
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Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
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subject to such filing requirements for the pastie@s. YedX] NoO
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Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting

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

Large accelerated fileX] Accelerated filer

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

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). Yefl No
The number of shares outstanding of each clagseassuer’'s common stock, as of May 3, 2011:
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations

(unaudited)
Three Months Ended
March 31, March 31,
(dollars in millions, except per share data 2011 2010
Revenue
Communication: $ 914 $ 90C
Coal Mining 15 10
Total Revenue 92¢ 91C
Costs and Expenses (exclusive of depreciation aradtezation shown separately belo
Cost of Revenu
Communication: 357 371
Coal Mining 15 12
Total Cost of Revenue 372 38:¢
Depreciation and Amortizatic 204 22F
Selling, General and Administrati 357 343
Restructuring Charges — —
Total Costs and Expenses 93¢ 951
Operating Los: 4 (472)
Other Income (Expense
Interest incom: — —
Interest expens (157) (149
Loss on extinguishment of debt, 1 (20 (54)
Other, net 3 7
Total Other Expense (174) (196
Loss Before Income Taxt (17¢) (237)
Income Tax Expense (27) (1)
Net Loss $ (205 $ (23¢)
Basic and Diluted Loss per Share $ (012 $ (0.19
Shares Used to Compute Basic and Diluted Loss RaneSin thousands): 1,681,18. 1,647,40

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

(unaudited)
March 31, December 31

(dollars in millions, expect par value) 2011 2010
Assets
Current Assets

Cash and cash equivale $ 1,07¢ $ 61€

Restricted cash and securit 3 2

Receivables, less allowances for doubtful accooh$i8 and $17, respective 20t 264

Other 10¢ 90
Total Current Asset 1,48¢ 972
Property, Plant and Equipment, | 5,27¢ 5,30z
Restricted Cash and Securit 12C 12C
Goodwill 1,42¢ 1,427
Other Intangibles, ne 347 371
Other Assets, ne 144 163
Total Assets $ 8,80z 8,35¢
Liabilities and Stockholde’ Deficit
Current Liabilities:

Accounts payabl $ 328 % 32¢

Current portion of lon-term debt 44¢ 18C

Accrued payroll and employee bene 39 84

Accrued interes 134 14¢€

Current portion of deferred reven 151 151

Other 79 66
Total Current Liabilities 1,18( 95€
Long-Term Debt, less current portit 6,61¢ 6,26¢
Deferred Revenue, less current pori 737 73€
Other Liabilities 532 552
Total Liabilities 9,067 8,51z
Commitments and Contingenci
Stockholder' Deficit:

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

Common stock, $.01 par value, authorized 2,9000@@shares: 1,700,999,659 issued and

outstanding at March 31, 2011 and 1,670,478,3&%&and outstanding at December 31, Z 17 17

Additional paic-in capital 11,64¢ 11,60:

Accumulated other comprehensive |i 47 (98)

Accumulated defici (11,889 (11,679
Total Stockholder’ Deficit (265) (157)
Total Liabilities and Stockholde’ Deficit $ 8,80: $ 8,35¢

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

(unaudited)
Three Months Ended
March 31, March 31,
(dollars in millions) 2011 2010
Cash Flows from Operating Activitie
Net loss $ (205 $ (23¢)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 204 22¢
Non-cash compensation expense attributable to stockda 25 16
Loss on extinguishments of debt, 20 54
Change in fair value of embedded deriva — 2
Accretion of debt discount and amortization of dsbtiance cos 13 14
Accrued interest on loi-term debt (12 (6)
Deferred income taxe 26 —
Gain on sale of property, plant and equipment ghdrasset (2 —
Other, ne 2 (7
Changes in working capital iterr
Receivable! (29 17
Other current asse (13 (7
Payables 4) ()]
Deferred revenu 3 (16)
Other current liabilitie: (22) (41)
Net Cash Used in Operating Activiti — (8)
Cash Flows from Investing Activitie
Capital expenditure (115) (82
Increase in restricted cash and securities (€D} —
Proceeds from the sale of property, plant and egeip 2 —
Net Cash Used in Investing Activitii (1149 (82
Cash Flows from Financing Activitie
Long-term debt borrowings, net of issuance ci 772 613
Payments on and repurchases of -term debi (19¢) (714
Net Cash Provided by (Used in) Financing Activil 574 (107)
Effect of Exchange Rates on Cash and Cash Equi 3 (6)
Net Change in Cash and Cash Equival: 463 (297)
Cash and Cash Equivalents at Beginning of Pe 61€ 83¢€
Cash and Cash Equivalents at End of Pe $ 1,07¢ $ 63¢
Supplemental Disclosure of Cash Flow Informati
Cash interest pai $ 15¢€ $ 141
Income taxes paid, net of refun $ — 3 2
Non-cash Financing Activities
Long-term debt issued in exchange transac $ 30C $ —
Long-term debt retired in exchange transac $ 29t % =

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

(1) Summary of Significant Accounting Policies
Description of Business

Level 3 Communications, Inc. and its subsidiarieeyel 3" or the “Company”) is a facilities basedopider (that is, a provider that
owns or leases a substantial portion of the pfaoperty and equipment necessary to provide itds) of a broad range of integrated
communications services. The Company has creaewihmunications network generally by constructisg@wn assets, but also through a
combination of purchasing and leasing from othenganies and facilities. The Company’s network isdwanced, international, facilities
based communications network. The Company desiga@atwork to provide communications services,chitémploy and take advantage of
rapidly improving underlying optical, Internet Poobl, computing and storage technologies.

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

Principles of Consolidation and Basis of Presentation

The consolidated financial statements include ttomants of Level 3 Communications, Inc. and subsiés in which it has a
controlling interest, which are enterprises engagdte communications and coal mining businedsity-percent-owned mining joint
ventures are consolidated on a pro rata basisigiificant intercompany accounts and transactia® been eliminated.

As part of its consolidation policy, the Companwysialers its controlled subsidiaries, investmenth@business in which the
Company is not the primary beneficiary or doeshaste effective control but has the ability to sfgaintly influence operating and financial
policies, and variable interests resulting fromrexraic arrangements that give the Company righectmomic risks or rewards of a legal
entity. The Company does not have variable intefiesa variable interest entity where it is reqdito consolidate the entity as the primary
beneficiary or where it has concluded it is notphienary beneficiary.

The accompanying consolidated balance sheet asadmber 31, 2010, which was derived from auditetsclidated financial
statements, and the unaudited interim consolid@tedcial statements as of March 31, 2011 andHertihree months ended March 31, 2011
and 2010 have been prepared pursuant to the mikegulations of the Securities and Exchange Casion (the “SEC”) for quarterly
reports on Form 1@ and do not include all of the information andendisclosures required by accounting principlesgaty accepted in tt
United States of America (“GAAP”) for complete fimzial statements. These financial statements dimitead in conjunction with the
Company’s audited consolidated financial statemantsnotes thereto included in the Company’s AnRegdort on Form 10-K for the year
ended December 31, 2010. In the opinion of the G management, these financial statements contadjaktments (consisting only
normal recurring adjustments) necessary for apfi@sentation of financial position, results of giems and cash flows at the dates and fc
interim periods presented herein. The resultspefations for an interim period are not necessaridjcative of the results of operations
expected for a full fiscal year.

The preparation of the consolidated financial steets in conformity with GAAP requires managemenngke estimates and
assumptions that affect the reported amounts etassd liabilities, disclosure of contingent assetd liabilities and the reported amounts of
revenue and expenses during the reported periddaA@sults could differ from these estimates.

Correction of mmaterial Error

During the first quarter of 2011, Level 3 identifian error in the Company’s previously issued chdated financial statements
related to the recognition of deferred tax liakdhtattributable to certain indefinite-lived intdlolg assets with an indeterminate future reversal
period that the Company is unable to considersmueace of income for the realization of its defdrtax assets. The Company recorded
income tax expense of approximately $26 millioningithe first quarter of 2011 for taxable tempordifferences associated with deferred
taxes on certain indefinite-lived intangible ass@tee purchased indefinitered intangible assets arose in prior periods, thedadjustment di
not affect income taxes paid, and did not materiaffect any of the Company’s previously reportesults of operations or financial
condition, or the current period results of openadior financial condition.
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(2) Loss Per Share

The Company computes basic net loss per shareviirdj net loss for the period by the weighted agernumber of shares of
common stock outstanding during the period. Dilutetlloss per share is computed by dividing net fosthe period by the weighted aver
number of shares of common stock outstanding duhiageriod and includes the dilutive effect of coom stock that would be issued
assuming conversion or exercise of outstanding exitke notes, stock options, stock based compiamsatvards and other dilutive securit
No such items were included in the computationilofted loss per share for the three months endeatiMal, 2011 and March 31, 20:
because the Company incurred a net loss in eaittesé periods and the effect of inclusion wouldehlb@en anti-dilutive.

The effect of approximately 703 million and 672Iroit shares issuable pursuant to the various sefiesnvertible notes outstandi
at March 31, 2011 and March 31, 2010, respectivedye not been included in the computation of ddubss per share because their
inclusion would have been anti-dilutive to the cartgbion. In addition, the effect of the approxinia#5 million outperform stock options,
restricted stock units and warrants outstandingath 31, 2011 and March 31, 2010 have not bedanded in the computation of diluted
loss per share because their inclusion would haea kbnti-dilutive to the computation.

(3) Goodwill

The changes in the carrying amount of goodwill dgithe three months ended March 31, 2011 are lasvio[in millions):

Coal
Communications Mining
Segment Segment Total
Balance at December 31, 2C $ 1,427 $ — 3 1,427
Effect of foreign currency rate chan 2 — 2
Balance at March 31, 20: $ 142¢ $ — 3 1,42¢

Effective January 1, 2011, the Company adoptedamsunting guidance that requires entities withdydth assigned to reporting
units with negative carrying value to perform aoedted fair value test of goodwill impairment értain qualitative factors indicate that such
goodwill could be impaired. Based on its qualtatassessment as of January 1, 2011, the Comptamnynileed the test was not required.

There were no events or changes in circumstana@sgdihe first three months of 2011 that indicatieel carrying value of goodwill
may not be recoverable.
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(4) Acquired Intangible Assets

Identifiable acquisition-related intangible assetof March 31, 2011 and December 31, 2010 wefalas/s (in millions):

Gross
Carrying Accumulated
Amount Amortization Net
March 31, 2011
Finite-Lived Intangible Asset:
Customer Contracts and Relationst $ 74 $ (509 $ 234
Patents and Developed Technolc 141 (80) 61
884 (589) 29F
Indefinite-Lived Intangible Asset:
Vyvx Trade Name 32 — 32
Wireless License 20 — 20
$ 93¢ $ (589 $ 347
December 31, 2010
Finite-Lived Intangible Asset:
Customer Contracts and Relationst $ 74 % (488 $ 25&
Patents and Developed Technolc 14C (76) 64
882 (564) 31¢
Indefinite-Lived Intangible Asset:
Vyvx Trade Name 32 — 32
Wireless License 20 — 20
$ 93t § (564 $ 371

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

Acquired finite-lived intangible asset amortizatiexpense was $25 million for the three months emdacth 31, 2011 and $23
million for the three months ended March 31, 2010.

As of March 31, 2011, estimated amortization expdnsthe Company’s finite-lived acquisition-reldt@tangible assets over the
next five years and thereafter is as follows (ifliotis):

2011 (remaining nine month $ 69
2012 69
2013 51
2014 39
2015 28
Thereafte 39

$ 20

(5) Fair Value of Financial Instruments

The Company'’s financial instruments consist of casth cash equivalents, restricted cash and seréccounts receivable,
accounts payable, interest rate swaps and longdebn(including the current portion) as of Mardh 3011 and December 31, 2010. The
Company also had embedded derivative contractadad in its financial position as of December J11@ The carrying values of cash and
cash equivalents, restricted cash and securittesuats receivable and accounts payable approxihtlagér fair values at March 31, 2011 and
December 31, 2010. The interest rate swaps anddzelelerivative contracts are recorded in the dateed balance sheets at fair value.
See Note 6 — Derivative Financial Instruments. Taeying value of the Company’s lotigkm debt, including the current portion, reflettte
original amounts borrowed net of unamortized dist¢supremiums and debt discounts and was $7.bhids of March 31, 2011 and $6.4
billion as of December 31, 2010.
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GAAP defines fair value as the price that would-deeived from selling an asset or paid to transfibility in an orderly transactit
between market participants at the measurement\déten determining the fair value measurementag$sets and liabilities required to be
recorded at fair value, the Company considers timeipal or most advantageous market in which itilddransact and considers assumptions
that market participants would use when pricingabset or liability, such as inherent risk, transéstrictions, and risk of nonperformance.

Fair Value Hierarchy

GAAP establishes a fair value hierarchy that rezguan entity to maximize the use of observabletghand minimize the use of
unobservable inputs when measuring fair value.faltrevalue measurement of each class of assetBahilities is dependent upon its
categorization within the fair value hierarchy, &sipon the lowest level of input that is significto the fair value measurement of each
of asset and liability. GAAP establishes three lewed inputs that may be used to measure fair value

Level 1—Quoted prices in active markets for identical &sse liabilities.

Level 2—Observable inputs other than Level 1 prices ssohumted prices for similar assets or liabiliti@spted prices in markets
with insufficient volume or infrequent transactigiiess active markets); or model-derived valuationshich all significant inputs are
observable or can be derived principally from araborated by observable market data for substintiee full term of the assets or
liabilities.

Level 3—Unobservable inputs to the valuation methodoldwt aire significant to the measurement of fair @atiassets or
liabilities.
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The table below presents the fair values for eda$sf Level 3’s liabilities measured on a reqgtbasis as well as the input levels
used to determine these fair values as of Marcl2@11 and December 31, 2010:

Fair Value Measurement Using

Quoted Prices Significant
Total in Active Other
Carrying Value Markets for Observable
in Consolidated Identical Assets Inputs
Balance Sheet (Level 1) (Level 2)
March 31, December 31 March 31, December 31 March 31, December 31
2011 2010 2011 2010 2011 2010

(dollars in millions)
Liabilities Recorded at Fair Value i
the Financial Statement
Derivatives:
Interest Rate Swap Liabilities
(included in other non-current
liabilities) $ 98 $ 106 $ — 3 — 3 98 $ 10¢€
Embedded Derivatives in
Convertible Debt (included in
other nol-current liabilities) — — — — — —
Total Derivative Liabilities
Recorded at Fair Value in the
Financial Statemen $ 98 $ 106 $ — 3 — 3 98 $ 10¢
Liabilities Not Recorded at Fair Valt
in the Financial Statement
Long-term Debt, including the current

portion:
Senior Note: $ 3,96¢ $ 2,88t $ 3,94 % 2,78¢ $ — % —
Convertible Note! 1,32t 1,78¢ 58€ 697 1,084 1,18¢
Term Loans 1,67¢ 1,67¢ 1,65: 1,63 — —
Commercial Mortgag 66 67 — — 80 79
Capital Leases and Other 29 29 — 29 29
Total Long-term Debt, including
the current portion $ 7,061 $ 6,44¢ $ 6,18: $ 511¢ $ 1,19 $ 1,29

The Company does not have any liabilities measuséth significant unobservable (Level 3) inputs.
Derivatives

The interest rate swaps are measured in accordéticehe GAAP Fair Value Measurements and Disclesiguidance using
discounted cash flow techniques that use observaht&et inputs, such as LIBOR-based forward yieldes, forward rates, and the specific
swap rate stated in each of the swap agreemendsembedded derivative contracts are priced usimgtéthat are observable in the market,
such as the Company'’s stock price, risk-free irsterste and other contractual terms of certaimef@ompany’s convertible senior notes.

Senior Notes

The estimated fair value of the Company’s SenioteN@pproximated $3.9 billion at March 31, 2011 $2® billion at
December 31, 2010 based on market prices. Thedhie of each instrument was based on the MarcB@Il1 and December 31, 2010
trading quotes as provided by large financial tnstins that trade in the Company’s securities. ptieing quotes provided by these market
participants incorporate spreads to the Treasumnegisecurity coupon (which ranges from LIBOR pBug5% to 11.875%), corporate and
security credit ratings, maturity date (rangingnird014 to 2019) and liquidity, among other secuitgracteristics and relative value at both
the borrower entity level and across other seasritif similar terms.

The 11.875% Senior Notes due 2019 are obligatibtlseoCompany and are not guaranteed by its susgdi The remaining Sen
Notes are obligations of Level 3 Financing, Inad ane fully and unconditionally guaranteed by Le¥&€ommunications, Inc., subject to 1
receipt of regulatory approval with respect to #&75% Senior Notes due 2019, and Level 3 Commtiaitg LLC, which is a first tier,
wholly owned subsidiary of Level 3 Financing, Inc.
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Convertible Notes

The estimated fair value of the Company’s actitedgled Convertible Notes, including the 3.5% Cotilbkr Senior Notes due 2012
and the 6.5% Convertible Senior Notes due 2016;caqapated $586 million at March 31, 2011. Therestied fair value of the Company’s
actively traded Convertible Notes was $697 millarDecember 31, 2010, including the above two nasewell as the 5.25% Convertible
Senior Notes due 2011, which were redeemed initsisguarter of 2011. The fair value of the Comparagctively traded Convertible Notes is
based on the trading quotes as of March 31, 20d Dacember 31, 2010 provided by large financiditutsons that trade in the Company’s
securities. The estimated fair value of the Comfsma@onvertible Notes that are not actively tradagth as the 7% Convertible Senior Notes
due 2015, the 7% Convertible Senior Notes due 28&Bes B, and the 15% Convertible Senior Notes2d&, approximated $1.1 billion at
March 31, 2011. At December 31, 2010, the estichfie value of the Company’s Convertible Noted @@ not actively traded included the
above notes and the 9% Convertible Senior Dischotés due 2013, which were redeemed in the firattquof 2011, was $1.2 billion. To
estimate the fair value of the Convertible Notes tire not actively traded, Level 3 used a BladkeBs valuation model and an income
approach using discounted cash flows. The mosifgignt inputs affecting the valuation are thecpry quotes provided by market
participants that incorporate spreads to the Trga=urve, security coupon (ranging from 7% to 15&envertible optionality, corporate and
security credit ratings, maturity date (rangingnird013 to 2015), liquidity, and other equity optiaputs, such as the risk-free rate,
underlying stock price, strike price of the embeatiderivative, estimated volatility and maturity unp for the option component and for the
bond component, among other security charactesiaticl relative value at both the borrower entitael@nd across other securities with
similar terms. The fair value of each instrumerdlitained by adding together the value derivedibyadinting the security’s coupon or
interest payment using a risk-adjusted discouetaad the value calculated from the embedded eqptign based on the estimated volatility
of the Company’s stock price, conversion rate efghrticular Convertible Note, remaining time totungly, and risk-free rate.

The Convertible Notes are unsecured obligationsetl 3 Communications, Inc. No subsidiary of Ue¥&ommunications, Inc.
has provided a guarantee of the Convertible Notes.

Term Loans

The fair value of the Term Loans was approxima$dly? billion at March 31, 2011 and $1.6 billioncember 31, 2010. The fair
value of each loan is based on the March 31, 2@#l1Deecember 31, 2010 trading quotes as providddrigg financial institutions that trade
in the Company’s Term Loans. The pricing quotewioied by these market participants incorporate LIBEUrve expectations, interest
spread, which is LIBOR plus 2.25% for the $1.4itillin aggregate principal value in Tranche A Téman and LIBOR plus 8.5% for the
$280 million Tranche B Term Loan (aggregate priatimlue), LIBOR floor (only applicable to the Tidre B Term Loan at 3.0% minimun
corporate and loan credit ratings, maturity datar@ 2014) and liquidity, among other loan chanasties and relative value across other
instruments of similar terms.

The Term Loans are secured by a pledge of theyemiérests in certain domestic subsidiaries ofdl@/Financing, Inc. and 65% of
the equity interest in Level 3 Financing, Inc.’sn@dian subsidiary and liens on the assets of L&@dmmunications, Inc. and certain
domestic subsidiaries of Level 3 Financing, Ine.adldition, Level 3 Communications, Inc. and cergomestic subsidiaries of Level 3
Financing, Inc. have provided full and unconditibgaarantees of the obligations under the Term koan

Commercial Mortgage

The fair value of the Commercial Mortgage was apjpnately $80 million and $79 million at March 31021 and December 31,
2010, respectively, as compared to the carryinguentsoof $66 million and $67 million, respectivelyhe Commercial Mortgage is not
actively traded and its fair value is estimatediignagement using a valuation model based on ammepproach. The significant inputs
used to estimate fair value of this debt instrumesig discounted cash flows include the anticipattheduled mortgage payments and
observable market yields on other actively tradelot @f similar characteristics and collateral type.

The Commercial Mortgage is a secured obligatioH@QfRealty, Inc., a wholly owned subsidiary of thengpany. HQ Realty, Inc.’s
obligations under the Commercial Mortgage are stby a first priority lien on the Company’s heaaders campus located at 1025
Eldorado Boulevard, Broomfield, Colorado 80021 aadain HQ Realty, Inc. cash and reserve accounts.

The assets of HQ Realty, Inc. are not availabkatsfy any third party obligations other than #ho$ HQ Realty, Inc. In addition,
the assets of the Company and its subsidiaries tithea HQ Realty, Inc. are not available to sattbfy obligations of HQ Realty, Inc.

11
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(6) Derivative Financial Instruments

The Company uses derivative financial instrumentisparily interest rate swaps, to manage its exposufluctuations in interest
rate movements. The Company’s primary objectiveamaging interest rate risk is to decrease theiliglaf its earnings and cash flows
affected by changes in the underlying rates. Tdéexetthis objective, the Company enters into finainderivatives, primarily interest rate
swap agreements, the values of which change inghesite direction of the anticipated future cdetvé. The Company has floating rate
long-term debt (see Note 7 — Long-Term Debt). Ttadaations expose the Company to variabilityriterest payments due to changes in
interest rates. If interest rates increase, intenggense increases. Conversely, if interest dagesase, interest expense also decreases. The
Company has designated its interest rate swapragree as cash flow hedges. Swaps designated afi@madiedges involve the receipt of
variable-rate amounts from a counterparty in exgkdor the Company making fixed-rate payments thvelives of the agreements without
exchange of the underlying notional amount. Thengkdn the fair value of the interest rate swaagrents is reflected in Accumulated
Other Comprehensive Income (Loss) (“AOCI”) andubsequently reclassified into earnings in the petihat the hedged transaction affects
earnings, due to the fact that the interest ragpsagreements qualify as effective cash flow hedffes Company does not use derivative
financial instruments for speculative purposes.

In March 2007, Level 3 Financing Inc., the Companyholly owned subsidiary, entered into two interate swap agreements to
hedge the interest payments on $1 billion noti@amabunt of floating rate debt. The two interest e@ap agreements are with different
counterparties and are for $500 million each. Thrdactions were effective beginning in April 2@0%l mature in January 2014. The
Company uses interest rate swaps to convert speeifiable rate debt issuances into fixed rate.deloider the terms of the interest rate swap
transactions, the Company receives interest payrased on rolling three month LIBOR terms and patgsest at the fixed rate of 4.93%
under one arrangement and 4.92% under the other.Cbmpany evaluates the effectiveness of the Iseslya quarterly basis. The Company
measures effectiveness by offsetting the chantfeeivariable portion of the interest rate swap# wie changes in interest expense paid due
to fluctuations in the LIBOR-based interest rataribg the periods presented, these derivatives wsezd to hedge the variable cash flows
associated with existing obligations. The Compaugognizes any ineffective portion of the changkinvalue of the hedged item in the
consolidated statements of operations. All comptmehthe interest rate swaps were included imgs2ssment of hedge effectiveness. H
ineffectiveness for the Company’s cash flow hedgas not material in any period presented.

The Company also has certain equity conversiortgighsociated with debt instruments, which aredesignated as hedging
instruments, but are considered derivative instntmeThe Company’s primary objective associatet wicluding such conversion rights in
certain of its debt instruments is to reduce thtreatual interest rate and related current castoiming cost of the debt instruments. Certain
of these derivative instruments were classifietladmslities at December 31, 2010 due to a poteméglirement to settle the conversion rights
in cash, as a result of the Company not havingfecent number of authorized and unissued shafe®mmon stock to cover all potentially
convertible shares, for which the conversion rigivse carried at fair value. As a result of theretge and redemption of the Company’s
outstanding 9% Convertible Senior Discount Notes 2013 and 5.25% Convertible Senior Notes due 2D&lfair value of these derivative
instruments, which was insignificant, was reclasdiinto stockholders’ equity during the first quesrof 2011, as the Company had sufficient
authorized and unissued shares of common stoclablato settle all of the potential conversiorhtiy As a result of the September 2010
issuance of $175 million of 6.5% Convertible Serlates due in 2016, the Company did not have acserfit number of authorized and
unissued common shares available to settle afle&tjuity conversion rights and make-whole premiass®ciated with its convertible debt.
The fair value of the embedded derivative liabilityDecember 31, 2010 was not significant. The gamy has recognized the gains or losses
from changes in fair values of these derivativéruments in other income (expense) in the cons@itlatatements of operations. Changes in
these derivatives resulted in the Company recoggiai$2 million gain during the three months enlliedich 31, 2010.

The Company is exposed to credit related loss@ievent of non-performance by counterparties.cthmterparties to any of the
financial derivatives the Company enters into asgominstitutions with investment grade creditmgs. The Company evaluates counterparty
credit risk before entering into any hedge trarisacind continues to closely monitor the finanamarket and the risk that its counterparties
will default on their obligations. This credit risk generally limited to the unrealized gains iglsgontracts, should any of these counterps
fail to perform as contracted.

Amounts accumulated in AOCI related to derivatiges indirectly recognized in earnings as perioditiements occur throughout
the term of the swaps, when the related intergshpats are made on the Company’s variable-rate dstaf March 31, 2011 and
December 31, 2010, the Company had the followirtgtanding derivatives that were designated as fbasthedges of interest rate risk:
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Number of Notional
Interest Rate Derivative Instruments (in Millions)
Interest rate swag Two $ 1,00(

The table below presents the fair value of the Camyfs derivative financial instruments as well lasit classification on the
consolidated balance sheets as follows (in millipns

Liability Derivatives

March 31, 2011 December 31, 2010
Derivatives designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Cash flow hedging contrac Other noncurrent liabilitie  $ 98  Other noncurrent liabilitie  $ 10¢€

Liability Derivatives

March 31, 2011 December 31, 2010
Derivatives not designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Embedded equity conversion rig| Other noncurrent liabilitie  $ —  Other noncurrent liabilite  $ —

The amount of gains (losses) recognized in Othen@ehensive Loss consists of the following (in roiik):

Derivatives designated as hedging instrumen 2011 2010
Cash flow hedging contrac
Three months ended March ! $ 10 $ (8)

The amount of gains (losses) reclassified from A@Odhcome/Loss (effective portions) consists & tbllowing (in millions):

Derivatives designated as hedging instruments Income Statement Location 2011 2010
Cash flow hedging contraci
Three months ended March ! Interest Expens $ 11) $ (12)

Changes in the fair value of interest rate swapgdated as hedging instruments of the variabilftgash flows associated with
floating-rate, long-term debt obligations are répdrin AOCI. These amounts subsequently are refilbsto interest expense as a yield
adjustment of the hedged debt obligation in theespariod in which the related interest on the ftaggrate debt obligations affects earnings.
Amounts currently included in AOCI will be reclaf#sd to earnings prior to the settlement of themghdlow hedging contracts in 2014. The
Company estimates that $46 million of net lossetherinterest rate swaps (based on the estima@@RIcurve as of March 31, 2011) will
reclassified into earnings within the next twelvenths. The Company’s interest rate swap agreendestgnated as cash flow hedging
contracts qualify as effective hedge relationshépsl as a result, hedge ineffectiveness was nariakin any of the periods presented.

The effect of the Company’s derivatives not desigdas hedging instruments on net loss is as fsligavmillions):

Derivatives not designated as Location of Gain Recognized in
hedging instruments Income/Loss on Derivative 2011 2010
Embedded equity conversion righ

Three months ended March ! Other Income (Expens—Other, ne $ — 8 2
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(7) Long-Term Debt

As of March 31, 2011 and December 31, 2010, longr-ebt was as follows:

March 31, December 31

(dollars in millions) 2011 2010
Senior Secured Term Loan due 2( $ 1,68 $ 1,68(
Senior Notes due 2014 (9.25' 1,25C 1,25(
Floating Rate Senior Notes due 2015 (4.22% as otMa1, 2011 and

4.34% as of December 31, 20: 30C 30C
Senior Notes due 2017 (8.75 70C 70C
Senior Notes due 2018 (10.0' 64C 64C
Senior Notes due 2019 (11.875 60E —
Senior Notes due 2019 (9.375 50C —
Convertible Senior Notes due 2011 (5.2t — 19¢€
Convertible Senior Notes due 2012 (3.5 294 294
Convertible Senior Notes due 2013 (15.( 40C 40C
Convertible Senior Discount Notes due 2013 (9. — 29t
Convertible Senior Notes due 2015 (7.C 20C 20C
Convertible Senior Notes due 2015 Series B (7. 27¢ 27¢
Convertible Senior Notes due 2016 (6.5 201 201
Commercial Mortgage due 2015 (9.86 66 67
Capital Lease 29 29

Total Debt Obligation: 7,14(C 6,521
Unamortized (Discount) Premiur
Discount on Senior Secured Term Loan due Z @ (@D}
Premium on Senior Notes due 2014 (9.2! 6 7
Discount on Senior Notes due 2018 (10.( (12 (12
Discount on Senior Notes due 2019 (11.87! (17) —
Discount on Senior Notes due 2019 (9.37! (20 —
Discount on Convertible Senior Notes due 2011 @&y — (20
Discount orConvertible Senior Notes due 2012 (3.t (24) (29
Discount on Convertible Senior Notes due 2015 (3. ©)] (©)]
Discount due to embedded derivative contr (18) (21)

Total Unamortized (Discount) Premic (73) (79
Carrying Value of Deb 7,067 6,44¢

Less current portio (449) (180)
Long-term Debt, less current portit $ 6,61t $ 6,26¢

2011 Debt I ssuance and Related Redemptions
11.875% Senior Notes Due 2019

In January 2011, in two separate transactions, ILl@mmunications, Inc. issued a total of $605iomlaggregate principal amou
of its 11.875% Senior Notes due 2019 (“11.875% &eNbtes”). The Company issued a portion of it8I5% Senior Notes due 2019 to
investors at a price of 98.173% of their principadount. The net proceeds from the issuance of 1t87%% Senior Notes due 2019, which
included an $11 million debt issuance discount,enesed to redeem the Company’s 5.25% ConvertiblEBotes due 2011 and exchange
the 9% Convertible Senior Discount Notes due 20irghg the first quarter of 2011. The net disconinapproximately $11 million is
reflected as a reduction in long-term debt anceiadpamortized as interest expense over the tettimeof1.875% Senior Notes using the
effective interest method. The 11.875% Senior Blet# mature on February 1, 2019 and are not ques by the Company’s subsidiaries.
Interest on the notes accrues at 11.875% per yehisgpayable on April 1 and October 1 of each yleeginning April 1, 2011.

Debt issuance costs of approximately $8 millioneveapitalized and are being amortized over the térthe 11.875% Senior Notes.
The 11.875% Senior Notes are subject to redemptidime option of Level 3 Communications, Inc. inoléhor in part, at any time or
from time to time, prior to February 1, 2015, a0%of the principal amount of 11.875% Senior Naesedeemed plus (A) the applicable

make-whole premium set forth in the Indenture,fat® redemption date and (B) accrued and unpaéaent
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thereon (if any) up to, but not including, the negidion date, and on or after April 1, 2015 at théeamption prices (expressed as a percentage
of principal amount) set forth below, plus accraed unpaid interest thereon to the redemption dategeemed during the twelve months
beginning February 1, of the years indicated below:

Redemption
Year Price
2015 105.9309%
2016 102.96%
2017 100.00(%

At any time or from time to time on or prior to Fehry 1, 2014, the Company may redeem up to 35&heobriginal aggregate
principal amount of the 11.875% Senior Notes ademption price equal to 111.875% of the princgmabunt of the 11.875% Senior Notes
so redeemed, plus accrued and unpaid interesotiéifeany) up to, but not including, the redemptiate, with the net cash proceeds
contributed to the capital of Level 3 from one asrmprivate placements of Level 3 or underwrittebljz offerings of common stock of Le
3 resulting, in each case, in gross proceedslefat $100 million in the aggregate. However, asié5% of the original aggregate principal
amount of the 11.875% Senior Notes must remairtanding immediately after giving effect to suchesgption. Any such redemption shall
be made within 90 days following such private ptaeat or public offering upon not less than 30 norethan 60 days’ prior notice.

The offering of the 11.875% Senior Notes was niioally registered under the Securities Act of 398s amended, and the
11.875% Senior Notes may not be offered or sottiénUnited States absent registration or an afggkoaxemption from registration
requirements. In connection with the offering, @@mpany entered into a registration rights agree¢mpersuant to which Level 3 agreed to
file a registration statement to exchange the etferotes with new notes that are substantiallytidainin all material respects, and to use
commercially reasonable efforts to cause the megish statement to be declared effective no ldw@n 270 days after the issuance of the
offered notes. The 11.875% Senior Notes were soldualified institutional buyers” as defined inIRW44A under the Securities Act of
1933, as amended, and non-U.S. persons outsidénited States under Regulation S under the Seesidct of 1933, as amended.

9.375% Senior Notes Due 2019

On March 4, 2011, the Company’s wholly owned subsyd Level 3 Financing, Inc. (“Level 3 Financing8sued $500 million
aggregate principal amount of its 9.375% SenioreNalue 2019 (the “9.375% Senior Notes”) at a pfc@8.001% of their principal amount.
The net proceeds from the offering, were useddeem a portion of Level 3 Financing’s outstandirZp% Senior Notes due 2014 on
April 4, 2011. The debt issuance discount of apjnaexely $10 million is reflected as a reductioriang-term debt and is being amortized as
interest expense over the term of the 9.375% S&totes using the effective interest method. TIB&%% Senior Notes are senior unsecured
obligations of Level 3 Financing, ranking equatight of payment with all other senior unsecuretigattions of Level 3 Financing. Level 3
has guaranteed the 9.375% Senior Notes. The 9.3&%6r Notes will mature on April 1, 2019. Interestthe Notes will be payable on
April 1 and October 1 of each year, beginning omoDer 1, 2011.

Debt issuance costs of approximately $11 milliomeaneapitalized and are being amortized over tha tdrthe 9.375% Senior Notes.

The 9.375% Senior Notes Due 2019 are subject wnmetlon at the option of Level 3 Financing in whotan part, at any time or
from time to time, prior to April 1, 2015, at 1008bthe principal amount of 9.375% Senior Notesexsteemed plus (A) the applicable make-
whole premium set forth in the Indenture, as ofrégemption date and (B) accrued and unpaid irttéreseon (if any) up to, but not
including, the redemption date, and on or afterilApr2015 at the redemption prices (expressedm@entage of principal amount) set forth
below, plus accrued and unpaid interest theredhe@edemption date, if redeemed during the tweleaths beginning April 1, of the years
indicated below:

Redemption
Year Price
2015 104.680%
2016 102.349%
2017 100.00(%

At any time or from time to time on or prior to Alpt, 2014, Level 3 Financing may redeem up to 3§%hme original aggregate
principal amount of the 9.375% Senior Notes atdemeption price equal to 109.375% of the principabant of the 9.375% Senior Notes so
redeemed, plus accrued and unpaid interest théifemmy) up to, but not including, the redempticata with
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the net cash proceeds contributed to the capitateél 3 Financing from one or more private placeta®r underwritten public offerings of
common stock of Level 3 resulting, in each casgross proceeds of at least $100 million in theregate. However, at least 65% of the
original aggregate principal amount of the 9.3758ai8r Notes must remain outstanding immediatelgraftving effect to such redemption.
Any such redemption shall be made within 90 dajlsviong such private placement or public offeringom not less than 30 nor more than 60
days’ prior notice.

The offering of the 9.375% Senior Notes was ndjinélly registered under the Securities Act of 1,983amended, and the 9.375%
Senior Notes may not be offered or sold in the &thBtates absent registration or an applicable pttemfrom registration requirements. On
March 4, 2011, in connection with the offering, thempany entered into a registration rights agregmersuant to which Level 3 agreed to
file a registration statement to exchange the effarotes with new notes that are substantiallytidainn all material respects, and to use
commercially reasonable efforts to cause the negish statement to be declared effective no ldwen 270 days after the issuance of the
offered notes. The 9.375% Senior Notes were soldualified institutional buyers” as defined in RuL44A under the Securities Act of 1933,
as amended, and non-U.S. persons outside the UBlitéels under Regulation S under the Securitie®Atd33, as amended.

2011 Debt Redemptions and Exchanges

In connection with the issuance of the 11.875% &@eXotes due 2019, the Company redeemed the odistp$i196 million
aggregate principal amount of 5.25% Convertiblei@dadotes due 2011 at a price of 100.75% of thagypial amount and exchanged the
outstanding $295 million aggregate principal amafri% Convertible Senior Discount Notes due 2013.

The Company recognized a loss of $20 million infttet quarter as a result of the redemption of8t25% Convertible Senior Notes
due 2011 and the exchange of the 9% Convertibl@BBiscount Notes due 2013.

2010 Debt | ssuances
6.5% Convertible Senior Notes Due 2016

During the third quarter of 2010, the Company issh&75 million aggregate principal amount of it8%.Convertible Senior Notes
due 2016 (the “6.5% Convertible Senior Notes”). Tieé proceeds from the issuance of the 6.5% CableSenior Notes were
approximately $170 million after deducting debuisce costs. In connection with the issuance o€tmapany’s 6.5% Convertible Senior
Notes, the Company granted an overallotment opitidhe underwriters to purchase up to an additi8@al million aggregate princip
amount of these notes less the underwriting discdure underwriters exercised the overallotmenioopin full during the fourth quarter of
2010, and the Company received net proceeds obzippately $25.5 million, after deducting underwrgidiscounts and commissions. The
6.5% Convertible Senior Notes will mature on Octobe2016 and have an interest rate of 6.5% peuranmith interest payable semiannually
on April 1 and October 1, beginning April 1, 2011.

Debt issue costs of approximately $6 million weapitalized and are being amortized over the terth®6.5% Convertible Senior
Notes.

10% Senior Notes Due 2018

During the first quarter of 2010, Level 3 Financihgc. issued $640 million in aggregate principalcaint of its 10% Senior Notes
due 2018 (the “10% Senior Notes”) in a private offg. The net proceeds from the issuance of the $8%or Notes were $613 million after
deducting a $13 million discount and approximatly million of debt issuance costs. The net proseeete used to fund Level 3
Financing, Inc.’s purchase of its 12.25% Seniordsatue 2013 (the “12.25% Senior Notes”) in a cameurtender offer and consent
solicitation. The 10% Senior Notes will mature agbFuary 1, 2018 and are guaranteed by Level 3 Camnuations, Inc. and Level 3
Communications, LLC (see Note 12—Condensed Coratitigl Financial Information). Interest on the nadesrues at 10% per year and is
payable on February 1 and August 1 of each yeainbimg August 1, 2010.

The offering of the 10% Senior Notes was not oaffinregistered under the Securities Act of 1933amended, and included a
registration rights agreement. In June 2010, fahe originally placed notes were exchanged foew issue of 10% Senior Notes due 2018
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradable.
2010 Tender Offer

In the first quarter of 2010, Level 3 Financings.lsommenced a tender offer to purchase for caglaad all of the outstanding
$550 million aggregate principal amount of its B%@2Senior Notes for a price equal to $1,080.0031¢000 principal
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amount of the notes, which included $1,050.00 adehder offer consideration and $30.00 as a copsgment (the “12.25% Tender Offer”
In connection with the 12.25% Tender Offer, Levelr®l Level 3 Financing, Inc. solicited consentsddain proposed amendments to the
indenture governing the 12.25% Senior Notes toiakie substantially all of the covenants, certajpurchase rights and certain events of
default and related provisions contained in theirtdre.

Holders of the 12.25% Senior Notes, representimpgagimately 99.4% of the aggregate principal amairihe outstanding 12.25%
Senior Notes, participated in the tender offerth&t expiration of the tender offer, an aggregaicjpal amount of approximately $547
million of notes had been tendered. The Compangeeetd in full the remaining $3 million aggregate@pal of the 12.25% Senior Notes
a redemption price equal to 106.125% of the pricgmnount thereof, plus accrued and unpaid interest

The Company recognized a loss associated with2t#s% Tender Offer of approximately $55 million.
2010 Debt Repayments and Repurchases

In the third quarter of 2010, the Company repa@®B88 million aggregate principal amount of its75% Convertible Senior Notes
due 2010 that matured on July 15, 2010.

In the second quarter of 2010, the Company redeathedithe outstanding $172 million aggregate gipal amount of its 10%
Convertible Senior Notes due 2011 for a price etull,016.70 per $1,000 principal amount of thees@lus accrued and unpaid interest up
to, but not including the redemption date. The @any used cash on hand to fund the redemptioreskthotes, and recognized a loss on
extinguishment of approximately $4 million.

In the first quarter of 2010, the Company repaitl Iillion aggregate principal amount of its 6% €enible Subordinated Notes
due 2010 that matured on March 15, 2010. In afdifin various transactions during the first quaofe2010, the Company repurchased $3
million in aggregate principal amount of 5.25% Ceriible Senior Notes due 2011, the remaining $8anibf its 10.75% Senior Notes due
2011, and $2 million aggregate principal amour®.875% Convertible Senior Notes due 2010. Repsehavere made at prices to par
ranging from 95% to 100%, and the Company recoghézeet loss on these repurchases of less thanlliginm

Long-Term Debt Maturities

Aggregate future contractual maturities of long¥tetebt and capital leases (excluding issue dissppnémiums and fair value
adjustments) were as follows as of March 31, 2@ infllions):

2011 (remaining nine month $ 44¢€
2012 29¢
2013 40¢€
2014 2,49
2015 832
Thereafte 2,66:

$ 7,14C

See Note 13 — Subsequent Events, for additionatimtion.
(8) Stock-Based Compensation

The following table summarizes non-cash compensatipense and capitalized non-cash compensatighddhree months ended
March 31, 2011 and 2010 (in millions):

Three Months Ended

March 31,
2011 2010

0SO $ 2 $ 3
Restricted Stock Units and Sha 4 6
401(k) Match Expens 3 2
Restricted Stock Unit Bonus Grant 16 5
25 16
Capitalized Noncash Compensation — —
$ 25 % 16

17




Table of Contents

The Company capitalizes naash compensation for those employees directlyimedoin the construction of the network, instabat
of services for customers or development of busisepport systems. As of March 31, 2011, there wppeoximately 16 million outperform
stock option appreciation units (“OS0Os") outstaiggliof which none were exercisable. As of MarchZ111, there were approximately 28
million nonvested restricted stock and restrictidls units (“RSUs”) outstanding.

During the first quarter of 2010, the Company redishe eligibility criteria and grant schedule itsrnon-cash compensation.
Effective April 1, 2010, the Company’s OSOs arenggd quarterly to certain levels of managementism@SUs are granted annually on
July 1 to management and certain other eligibleleyges. During 2010 and 2011, there were no chatigthe vesting schedule, or any o
aspects of the non-cash compensation plans.

(9) Comprehensive Loss

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

Three Months Ended

March 31,
2011 2010
Net loss $ (205 $ (23¢)
Change in cumulative translation adjustm 42 47
Change in unrealized holding gain (loss) on interate swap: 10 (8)
Other, ne @ —
Comprehensive los $ (159 $ (299

The components of accumulated other comprehenssg het of taxes, were as follows (in millions):

March 31, 2011 December 31, 2010

Cumulative translation adjustme $ 97 $ 53
Accumulated net unrealized holding (loss) on inwesit and interest rate swe (98 (10¢)
Other, ne (46) (45)
Accumulated other comprehensive | $ (47 $ (99)

(10) Segment Information

Accounting guidance for the disclosures about segsnaf an enterprise defines operating segmertsraponents of an enterprise
for which separate financial information is avaialnd which is evaluated regularly by the Compsauyiief operating decision maker, or
decision making group, in deciding how to allocasources and assess performance. The Companyaiogesegments are managed
separately and represent separate strategic bssinés that offer different products or serviced aerve different markets. The Company’s
reportable segments include: communications anbnoimeng (see Note 1 — Significant Accounting P@g). Other business interests, which
are not reportable segments, include corporatésaard overhead costs that are not attributatdesigecific segment.

The Company evaluates performance based upon &djEBITDA, as defined by the Company, as net incoss) from the
consolidated statements of operations before e tax benefit (expense), (2) total other incdexpense), (3) non-cash impairment
charges included within restructuring and impairtredrarges, (4) depreciation and amortization expemsl (5) non-cash stock compensation
expense included within selling, general and adstiaiive expenses on the consolidated statemewisevations.
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Segment information for the Company’s Communicatiand Coal Mining businesses is summarized asafsl{@ millions):

Three Months Ended

March 31,
2011 2010

Revenue from external custome
Communication: $ 914 $ 90C
Coal Mining 15 10

$ 92¢ $ 91C
Adjusted EBITDA
Communication: $ 225 $ 20z
Coal Mining $ — 3 2

Communications revenue consists of:

1) Core Network Services includes revenue from trartspdrastructure, data, and local and enterpriiee communications
services.

2) Wholesale Voice Services includes revenue from kistance voice services, including domestic véécmination,
international voice termination and toll free sees.

3) Other Communications Services includes revenue framaged modem and its related reciprocal compenssgrvices and
SBC Contract Services, which includes revenue fileenSBC Master Services Agreement, which was obdhiin the
December 2005 acquisition of WilTel.

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

Three Months Ended

March 31,
2011 2010
Communications Service
Core Network Service $ 72¢ % 701
Wholesale Voice Service 164 16t&
Other Communication 21 34
Total Communications Reven $ 914 $ 90C

The following information provides a reconciliatiofinet loss to Adjusted EBITDA by operating segtmes defined by the
Company, for the three months ended March 31, 2012010 (in millions):

Three Months Ended March 31, 2011

Coal

Communications Mining
Net loss $ (201) $ @)
Income tax expens 27 —
Total other (income) expen 171 —
Depreciation and amortization expel 203 1
Non-cash compensation exper 25 —
Adjusted EBITDA $ 22t $ —
Total Net Loss for reportable segme $ (202)
Unallocated corporate exper ©)
Consolidated Net Los $ (0
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Three Months Ended March 31, 2010

Coal

Communications Mining
Net loss $ (235) $ #)
Income tax expens 1 —
Total other (income) expen 19¢ @
Depreciation and amortization expel 224 1
Non-cash compensation exper 16 —
Adjusted EBITDA $ 20z % 2
Total Net Loss for reportable segme $ (237)
Unallocated corporate exper (1)
Consolidated Net Los $ (23¢)

(11) Commitments, Contingencies and Other Items

Level 3 Communications, Inc. and certain of itssdiaries (the “companies”) are parties to a nundfgrurported class action
lawsuits involving the companies’ right to instglier optic cable network in railroad right-of-wagdjacent to plaintiffs’ land. The only
lawsuit in which a class has been certified agdhmsicompanies occurred Koyle, et. al. v. Level 3 Communications, Inc.aét.a purported
two state class action filed in the United Statédtrigt Court for the District of Idaho. In Novembef 2005, the court granted class
certification only for the state of Idaho. The canjes have defeated motions for class certificatiamnumber of these actions but expect
plaintiffs in the pending lawsuits will continue $eek certification of statewide or multi-statesskes. In general, the companies obtained the
rights to construct their networks from railroadslities, and others, and have installed theiwweks along the rights-of-way so granted.
Plaintiffs in the purported class actions assext they are the owners of lands over which the anigs’ fiber optic cable networks pass, and
that the railroads, utilities, and others who gedrthe companies the right to construct and mairikegir networks did not have the legal
authority to do so. The complaints seek damagedbkemries of trespass, unjust enrichment and slasfdéte and property, as well as punitive
damages. The companies have also received, anthrttas future receive, claims and demands relaig@hts-of-way issues similar to the
issues in these cases that may be based on simdéferent legal theories.

The companies negotiated a series of class setitsraéfecting all persons who own or owned land h@r near railroad rights of
way in which the companies have installed theieffibptic cable network. The United States Dist@ourt for the District of Massachusetts in
Kingsborough v. Sprint Communications Co. lgranted preliminary approval of the proposed settlet; however, on September 10, 2009,
the court denied a motion for final approval of edtlement on the basis that the court lackedestibpatter jurisdiction and dismissed the
case.

In November 2010, the companies negotiated revdseitement terms for a series of state class sedtlés affecting all persons who
own or owned land next to or near railroad rigtftaray in which the companies have installed thiierf optic cable network. The companies
are currently negotiating certain procedural issuiéls legal counsel representing the interesthiefdurrent and former landowners with
respect to presentment of the settlement in agpédarisdictions. The settlement affecting current former landowners in the state of Id
was presented to the United States District Caurrthfe District of Idaho and preliminary approvétite settlement was granted on
January 28, 2011.

It is still too early for the Company to reach aclosion as to the ultimate outcome of these astiblowever, management believes
that the companies have substantial defenses wdimes asserted in all of these actions (and anifas claims which may be named in the
future), and intends to defend them vigorously shtisfactory settlement is not ultimately approfadall affected landowners. Additionally,
management believes that any resulting liabilitiethese actions, beyond amounts reserved, wilhraderially affect the Company’s
financial condition or future results of operatiphat could affect future cash flows.

In February 2009, Level 3 Communications, Inc.taiarof its current officers and a former officeen® named as defendants in
purported class action lawsuits filed in the Uniftdtes District Court for the District of Coloradehich have been consolidated asdn
Level 3 Communications, Inc. Securities Litigai(Civil Case No. 09-cv-00200-PAB-CBS). The plairgifh each complaint allege, in
general, that throughout the purported class pespeetified in the complaint that the defendantedaio disclose material adverse facts about
the Company’s integration activities, business eperations. The complaints seek damages basedrparfad violations of Section 10(b) of
the Securities Exchange Act of 1934, SecuritiesExachange Commission
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Rule 10b-5 promulgated thereunder and Section 20 (e Securities Exchange Act of 1934. On Mag20n9, the Court appointed a lead
plaintiff in the case, and on September 29, 2008 ¢ad plaintiff filed a Consolidated Class ActiBamplaint (the “Complaint”). A motion to
dismiss the Complaint was filed by the Company tledother named defendants. While the motion tmidis the Complaint was pending, -
court granted the lead plaintiff’s motion to funtteenend the Complaint (the “Amended Compliant”)efidafter, the Company and the other
defendants named in the Amended Complaint filedtan to dismiss the Amended Complaint with pregediThe court granted this motion
to dismiss with prejudice, and the plaintiff hdsdia notice of appeal of that decision to the Meitcuit Court of Appeals.

It remains too early for the Company to reach ackion as to the ultimate outcome of these actibiosvever, management
believes that the Company has substantial deféaadbe claims asserted in all of these actions @amdsimilar claims which may be namec
the future) and intends to defend these actionsroigsly.

During March 2009, Level 3 Communications, Inc.aasominal defendant, certain of its directors gmdurrent officers, and a
former officer, were named as defendants in puegbstockholder derivative actions in the Districu@, Broomfield County, Colorado,
which have been consolidated agérLevel 3 Communications, Inc. Derivative LitigatilLead Case No. 2009CV59pn December 11,
2009, Level 3 Communications, Inc., as a nomin&miant, certain of its directors and current @ffi; and a former officer, were named as
defendants in a purported stockholder derivatit®madn the United States District Court for thesBict of Colorado idron Workers District
Council Of Tennessee Valley & Vicinity Pension Rlahevel 3 Communications, Inc., et.(@Civil Case No. 09¢cv02914yhe Plaintiffs
allege that during the period specified in the claimps the named defendants failed to disclose mahtedverse facts about the Company’s
integration activities, business and operationg ddmplaints seek damages on behalf of the Comipassd on purported breaches of
fiduciary duties for disseminating false and midiag statements and failing to maintain internaitools; unjust enrichment; abuse of cont
gross mismanagement; waste of corporate assetswithdespect to certain defendants, breach afcii@y duties in connection with the
resignation of Kevin O’Hara. The parties have adr@ea temporary stay of all activities in thestas pending the outcome of the motion to
dismiss or other relevant time periods in the s@esrlitigation described above.

It remains too early for the Company to reach achaion as to the ultimate outcome of these ddvigaictions. However,
management believes that the complaints have nusekeficiencies including that each plaintiff fail® make a demand on the Company’s
Board of Directors before filing the suit.

In March 2009, late April 2009 and early May 2008yel 3 Communications, Inc., the Level 3 Commutidres, Inc. 401(k) Plan
Committee and certain current and former officerd directors of Level 3 Communications, Inc. weagned as defendants in purported class
action lawsuits filed in the U.S. District Court filie District of Colorado. These cases have beesdlidated a®Valter v. Level 3
Communications, Inc., et. a(.Civil Case No. 09cv00658Jhe complaint alleges breaches of fiduciary anéothuties under the Employee
Retirement Income Security Act (“ERISA”) with regppéo investments in the Company’s common stocH frelndividual participant
accounts in the Level 3 Communications, Inc. 40B(knh. The complaint claims that those investmesti® imprudent for reasons that are
similar to those alleged in the securities andvdgiie actions described above.

The parties have reached a settlement in prineipdeare preparing settlement documents for pretsamta the court for approval.
Additionally, management believes that any resgltiabilities for these actions, beyond amountemesd, will not materially affect the
Company’s financial condition or future resultsoperations, but could affect future cash flows.

It remains too early for the Company to reach achumion as to the ultimate outcome of these ERI8#oas. However, management
believes that the Company has substantial deféadbe claims asserted in all of these actions @amdsimilar claims which may be namec
the future) and intends to defend these actionsroigsly if the settlement is not approved.

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

Letters of Credi

It is customary in Level 3's industries to use was financial instruments in the normal courseusibess. These instruments include
letters of credit. Letters of credit are conditiboammitments issued on behalf of Level 3 in aceok with specified terms and conditions.
As of March 31, 2011 and December 31, 2010, Lev@®@outstanding letters of credit of approxima&t million and $22 million,
respectively, which are collateralized by cash,ohtis reflected on the consolidated balance slasetsstricted cash. The Company does not
believe it is reasonable to estimate the fair valuthe letters of credit and does not believe sype to loss is reasonably possible nor
material.
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(12) Condensed Consolidating Financial Information

Level 3 Financing, a wholly owned subsidiary of @@mpany, has issued Senior Notes that are unskoblhigations of Level 3
Financing; however, they are also jointly and salgiand fully and unconditionally guaranteed onuaisecured senior basis by Level 3
Communications, Inc. and Level 3 CommunicationsCLL evel 3 Communications, LLC will, subject teetreceipt of regulatory approval,
provide a guarantee of the 9.375% Senior Note208. See Note 7 — Long-Term Debt, for addition&imation.

In conjunction with the registration of the Seniwotes, the accompanying condensed consolidatirgdial 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 regestér

The operating activities of the separate legakiestincluded in the Company’s consolidated finahstatements are interdependent.
The accompanying condensed consolidating finanti@atmation presents the results of operationsrfoial position and cash flows of each
legal entity and, on an aggregate basis, the oibverguarantor subsidiaries based on amounts ircbyresuch entities, and is not intended to
present the operating results of those legal estin a standtone basis. Level 3 Communications, LLC lease$paaent and certain faciliti¢
from other wholly owned subsidiaries of Level 3 Gommications, Inc. These transactions are eliminatdéke consolidated results of the
Company.

Condensed Consolidating Statements of Operations
For the three months ended March 31, 2011

Other
Level 3 Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ — 8 — 8 56C $ 421 $ 52 $ 92¢
Costs and Expense
Cost of Revenu — — 212 20¢ (49) 372
Depreciation and Amortizatic — — 10z 101 — 204
Selling, General and
Administrative — — 307 53 3 357
Restructuring Charge — — — — — —
Total Costs and Expens — — 622 365 (52) 93z
Operating (Loss) Incom — — (62 58 — (4)
Other Income (Expense
Interest incomi — — — — — —
Interest expens (57) (98) @ D — (157)
Interest income (expense)
affiliates, net 21C 361 (51€) (55) — —
Equity in net earnings (losses
of subsidiarie! (337) (600) 42 — 89t —
Other, ne (21) — 3 1 — (17)
Other Income (Expens (20%) (337) (472) (55) 89& (174)
(Loss) Income Before Income
Taxes (205) (337) (539 3 89t (17§
Income Tax Expens — — — (27) — (27)
Net (Loss) Incom: $ (209) % @37 $ (539 $ (29) ¢ 89t 3 (209)
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Revenue
Costs and Expense
Cost of Revenu
Depreciation and Amortizatic
Selling, General and
Administrative
Restructuring Charge
Total Costs and Expens
Operating (Loss) Incom
Other Income (Expense
Interest incom:
Interest expens
Interest income (expense)
affiliates, net
Equity in net earnings (losses
of subsidiarie:
Other, ne
Other Income (Expens
(Loss) Income Before Income
Taxes
Income Tax Expens

Net (Loss) Incomi

Condensed Consolidating Statements of Operations
For the three months ended March 31, 2010

Other
Level 3 Level 3 Level 3 Non-
Communications, Financing, Communications, Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total
(dollars in millions)
$ — $ — 3 48¢ $ 47¢  $ 567 % 91C
— — 19¢ 23¢ (54) 38z
— — 10¢€ 117 — 22t
1 — 294 51 3) 34z
1 — 601 40€ (57) 951
1) — (112) 72 — (41)
(52 (94) — 3 — (149
197 321 (455) (63) — —
(384) (557) 44 — 897 —
2 (54) — 5 — (47)
(237) (384) (411) (61) 897 (19€)
(23¢) (384) (523) 11 897 (237)
— — — (@) — ()
$ (239) $ (384) $ (523) $ 10 $ 897 $ (23¢)
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Condensed Consolidating Balance Sheets
March 31, 2011

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total

(dollars in millions)

Assets
Current Assets
Cash and cash equivale $ 21t % 7 % 77 $ 78 $ — $ 1,07¢
Restricted cash and securit — — 1 2 — 3
Receivable, ne — — 73 222 — 29F
Due from (to) affiliates 12,15¢ 12,20¢ (26,805 2,44¢ — —
Other 4 16 56 33 — 10¢
Total Current Asset 12,37¢ 12,22¢ (25,896 2,77¢ — 1,48¢
Property, Plant and Equipment,
net — — 2,89t 2,381 — 5,27¢
Restricted Cash and Securit 18 — 21 81 — 12
Goodwill and Other Intangibles,
net — — 527 1,24¢ — 1,77¢
Investment in Subsidiarie (10,699 (17,737 3,331 — 25,09¢ —
Other Assets, n¢ 16 47 7 74 — 144
Total Asset: $ 1,70¢ $ (5,455 $ (19,11H $ 6,56/ $ 25,09¢ $ 8,80:
Liabilities and Stockholders’
Equity (Deficit)
Current Liabilities:
Accounts payabl $ 1 % 1 % 53 $ 27 $ — 8 32¢
Current portion of long-term
debt — 44E 2 2 — 44¢
Accrued payroll and employee
benefits — — 31 8 — 39
Accrued interes 38 95 — 1 — 134
Current portion of deferred
revenue — — 11€ 35 — 151
Other — 1 50 28 — 79
Total Current Liabilities 39 54z 252 347 — 1,18(
Long-Term Debt, less current
portion 1,91¢ 4,60¢ 24 67 — 6,61¢
Deferred Revenue, less current
portion — — 672 65 — 737
Other Liabilities 16 98 14¢ 27C — 532
Commitments and Contingenci
Stockholder Equity (Deficit) (265 (10,709 (20,21 5,81¢ 25,09¢ (26%)
Total Liabilities and
Stockholder Equity (Deficit) —$ 1,70¢ $ (5,455 $ (19,11H $ 6,56¢ $ 25,09¢ $ 8,80z
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Condensed Consolidating Balance Sheets
December 31, 2010

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total

(dollars in millions)

Assets
Current Assets
Cash and cash equivale $ 17 $ 7 $ 35C $ 86 $ — 3 61€
Restricted cash and securit — — 1 1 — 2
Receivable, ne — — 46 21¢ — 264
Due from (to) affiliates 11,927 11,42 (26,097 2,74z — —
Other 4 10 41 35 — 90
Total Current Assets 12,10¢ 11,44 (25,65%) 3,08 — 972
Property, Plant and Equipment,
net — — 2,93 2,36t — 5,30z
Restricted Cash and Securit 18 — 21 81 — 12
Goodwill and Other Intangibles,
net — — 548 1,25¢ — 1,79¢
Investment in Subsidiarie (10,437 (17,176 3,57¢ — 24,03¢ —
Other Assets, net 9 65 6 83 — 162
Total Assets $ 1,69/ $ (5,670 $ (18,579 $ 6,86 $ 24,03t $ 8,35¢
Liabilities and
Stockholders’ Equity (Deficit)
Current Liabilities:
Accounts payabl $ 1 $ — 57 $ 271 $ — 32¢
Current portion of long-term
debt 17€ — 2 2 — 18C
Accrued payroll and employee
benefits — — 78 6 — 84
Accrued interes 47 99 — — — 14€
Current portion of
deferred revenu — — 11F 36 — 151
Other — 1 65 — — 66
Total Current Liabilities 224 10C 317 31t — 95€
Long-Term Debt, less
current portior 1,612 4,56/ 24 68 — 6,26¢
Deferred Revenue, less current
portion — — 673 63 — 73€
Other Liabilities 15 107 154 27€ — 552
Commitments and Contingenci
Stockholders’ Equity (Deficit) (157) (10,44 (19,74)) 6,144 24,03¢ (157)
Total Liabilities and
Stockholder Equity (Deficit)  $ 169 $ (5,670 $ (18,579) $ 6,86 $ 24,03t $ 8,35¢
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Net Cash Provided by (Used i
Operating Activities

Cash Flows from Investing
Activities:
Capital expenditure
Decrease in restricted cash &
securities, ne
Proceeds from sale of propet
plant and equipmel
Net Cash Used in Investir
Activities

Cash Flows from Financing
Activities:
Long-term debt borrowings,
net of issuance cos
Payments on and repurchase
of long-term debt,
including current portion ar
refinancing cost
Increase (decrease) due from
affiliates, net
Net Cash Provided by (Used i
Financing Activities

Effect of Exchange Rates on Ci
and Cash Equivalen

Net Change in Cash and Cz
Equivalents

Cash and Cash Equivalents at
Beginning of Perio(

Cash and Cash Equivalents at |
of Period

Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2011

Level 3 Level 3
Communications, Financing, Communications, Non-Guarantor
Inc. LLC Subsidiaries Total
(dollars in millions)
(56) $ 77 $ — 3 13¢ $ $ —
— — (44) (77) (115
— — — D D
— — 1 1 2
— — (43 (72) (119
292 48C — — 772
(197) — — (1) (19€)
3 (40%) 472 (72) —
98 77 4772 (73 574
— — — 3 3
42 — 42¢ (8) 462
172 7 35C 86 61€
A 7 % 77¢  $ 78 $ $ 1,07¢
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Condensed Consolidating Statements of Cash Flows
For the three months ended March 31, 2010

Level 3 Level 3 Level 3 Other
Communications, Financing, Communications, Non-Guarantor
Inc. Inc. LLC Subsidiaries Eliminations Total

(dollars in millions)
Net Cash Provided by (Used i
Operating Activities $ (49 $ 90) $ (200 $ 151 $ — 3 (8)

Cash Flows from Investing

Activities:

Capital expenditure — — (29 (53 — (82
Net Cash Used in Investir

Activities — — (29 (53 — (82

Cash Flows from Financing
Activities:
Long-term debt borrowings,
net of issuance cos — 613 — — — 613
Payments on and repurchase
of long-term debt,
including current portion ar

refinancing cost (11%) (59¢) Q) — — (7149
Increase (decrease) due from
affiliates, net (32) 74 89 (132) — —
Net Cash Provided by (Used i
Financing Activities (14¢) 89 88 (132 — (207)
Effect of Exchange Rates on Ci
and Cash Equivalen — — — (6) — (6)
Net Change in Cash and Cz
Equivalents (195 (@D} 39 (40 — (197
Cash and Cash Equivalents at
Beginning of Periot 23€ 8 431 161 — 83€
Cash and Cash Equivalents at |
of Period $ 41 3% 7 % 47C  $ 121 $ — 3 63¢

(13) Subsequent Events

As discussed in Note 7 - Long-Term Debt, the Commamounced that Level 3 Financing would use prdsé®m its March 2011
offering of $500 million aggregate principal amowh®.375% Senior Notes due 2019, together witlh cashand, to redeem $443 million
aggregate principal amount of its 9.25% Senior Bldige 2014 at a price of 104.625% of the principadunt.

The $443 million aggregate principal amount oRit85% Senior Notes due 2014 were retired on Apia04L1. The Company will
recognize a loss on extinguishment of the portiothe aggregate principal amount of its 9.25% SeNiates due 2014 retired of
approximately $23 million in the second quarte011.

On April 10, 2011, the Company and a subsidiariefel 3 entered into an Agreement and Plan of Aanalgtion (the
“Amalgamation Agreement”) with Global Crossing Lietd pursuant to which the Company will acquire Glabrossing Limited in a tax-
free, stock-for-stock transaction valued at appr@tely $3 billion, based on Level 3's closing staeice on April 8, 2011, including the
assumption of approximately $1.1 billion of net deb

In connection with this transaction, Level 3 Comiigations, Inc. has also signed a voting agreemeahistockholder rights
agreement with a subsidiary of Singapore Technek@elemedia (“ST Telemedia”), the company thatoapproximately 60 percent of
Global Crossing Limited’s voting stock, whereby Bdlemedia has agreed to vote in favor of the tretimaand allow ST Telemedia to
designate members to the Level 3 Board of Direcpggoximately proportionate to their stock owngysh

Level 3 also announced the adoption of a Stockhdrilghts Plan to protect its U.S. federal net ofiegalosses from certain Internal
Revenue Code Section 382 restrictions. This @atesigned to deter trading that would resultéha@nge of control (as defined in that Code
Section), and therefore protect the Company’stgtiii use its federal net operating losses in tieré.

The acquisition of Global Crossing Limited is sudbje regulatory approvals and customary closingdd®mns, and is expected to
close before the end of 2011. In addition, corenity with the execution of the Amalgamation Agrest Level 3 Financing, Inc. and the
Company entered into a financing commitment lgttee “Commitment Letter”) that provides for a sanio
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secured term loan facility in an aggregate amo@660 million. The Commitment Letter also prowéder a $1.1 billion senior unsecured
bridge facility, if up to $1.1 billion of senior tes or certain other securities are not issueddwel 3 Financing, Inc. or the Company to
finance the Amalgamation on or prior to closinglef Amalgamation. The Company expects the finanairder the Commitment Letter,

together with cash balances, to be sufficient tvigie the financing necessary to consummate thelganaation and to refinance certain
existing indebtedness of Global Crossing Limited.
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Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Level 3 Communications, Inc. and itbsidiaries (“Level 3” or the
“Company”) consolidated financial statements (idahg the notes thereto), included elsewhere hemeththe Form 10-K for the year ended
December 31, 2010 filed with the Securities andiaxnge Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as

assumptions made by and information currently abéél to the Company. When used in this documeatwibrds “anticipate”, “believe”,
“plan”, “estimate” and “expect” and similar exprasss, as they relate to the Company or its managgraee intended to identify forward-
looking statements. Such statements reflect thestiviews of the Company with respect to futurergs and are subject to certain risks,
uncertainties and assumptions. Should one or nfdresse risks or uncertainties materialize, or $thomderlying assumptions prove
incorrect, actual results may vary materially fritose described in this document. For a more @etaiéscription of these risks and factors,
please see the Company’s Form 10-K for the yeae@icember 31, 2010 filed with the Securities Brchange Commission and Item 1A

in Part Il of this Form 10-Q.

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

Communications Business

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

Communications revenue consists of:
. Core Network Services

*  Wholesale Voice Services

e Other Communications Services

The first two categories of Communications reveareein different phases of the service life cycterf Other Communication
Services, requiring different levels of investmant focus, and providing different contributiongttie Companys Communications operatil
results. Management of Level 3 believes that grawtievenue from its Core Network Services is caitito the long-term success of its
communications business. The Company also believesst continue to effectively manage gross maogintribution from its Wholesale
Voice Services and the positive cash flows fronOitser Communications Services. Core Network Ses/ievenue represents higher margin
services and Wholesale Voice Services revenuegepte lower margin services. The Company beligvasttends in its communications
business are best gauged by analyzing revenuestieri@bre Network Services. Core Network Servioetudes revenue from transport,
infrastructure, data, and local and enterpriseevommmunications services. Wholesale Voice Seniizgdades revenue from long distance
voice services, including domestic voice termimatimternational voice termination and toll freevdees. Other Communications Services
includes revenue from managed modem and its refat#procal compensation services and SBC Con8ewtices, which includes revenue
from the “SBC Master Services Agreement”, which whtained in the December 2005 acquisition of Willemmunications Group, LLC
(“WilTel”).
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Core Network Services

The Company’s transport services include metrogolénd intercity wavelengths, private line, Ethéprevate line, professional
services and transoceanic services. The Companfyastructure services include dark fiber and catmn services. Growth in transport and
infrastructure revenue is largely dependent oreased demand for bandwidth services and availalpiéat of companies requiring
communications capacity for their own use or inviing capacity as a service provider to their costrs. These expenditures may be in the
form of monthly payments or up-front payments favate line, wavelength or dark fiber services. TTmmpany is focused on providing end-
to-end transport services to its customers to thireonnect customer locations with a private natw®ricing for end-to-end metropolitan
transport services have been relatively stableirfercity transport services, the Company continioeeexperience pricing pressure for point-
to-point locations, particularly in locations wherdéarge number of carriers co-locate their faesit An increase in demand may be patrtially
offset by declines in unit pricing.

Data services primarily include the Company'’s téglked Internet protocol service, dedicated Inteane¢ss (“DIA”) service, ATM
and frame relay services, IP and Ethernet virtuabge network (“VPN") services, content delivergtwork (“CDN”) services, and Vyvx
broadcast services. Level 3's Internet accessaeivia high quality and high-speed Internet ac€&+3IP”) service offered in a variety of
capacities. The Company’s VPN services permit lessias of any size to replace multiple networks witingle, cost-effective solution that
greatly simplifies the converged transmission d€gpvideo, and data. This convergence to a sipiglform can be obtained without
sacrificing the quality of service or security lévef traditional ATM and frame relay offerings. MPservices also permit customers to
prioritize network application traffic so that highiority applications, such as voice and videe, mot compromised in performance by the
flow of low priority applications such as email.

The Company believes that one of the largest sewtiture incremental demand for the Compargore Network Services will t
from customers that are seeking to distribute tfegiture rich content or video over the Internetvé&ue growth in this area is dependent on
the continued increase in demand from customerdhangdricing environment. An increase in the raligband security of information
transmitted over the Internet and declines in thet to transmit data have resulted in increasédidatipn of eecommerce or web based serv
by businesses. Although the pricing for data sewis currently stable, the IP market is generdilgracterized by price compression and high
unit growth rates depending upon the type of setvitie Company experienced price compression ihigtespeed IP market in 2010 and
expects that pricing for its high-speed IP servigdlscontinue to decline during 2011.

The Company, through its Level 3 Vyvx Services hass, provides video transport services over thepgany’s fiber-optic network
and via satellite. It carries live broadcast cohfesm the originating source such as sporting &jespecial events or other live studio
produced programming, to production studios, braatimaster control centers and other destinatidgtisrvthe broadcasters’ delivery chain.

For live events where the location is not knowmdivance, such as breaking news stories in remeé¢idos, the Company provides
an integrated satellite and fiber-optic networkdshservice to transmit the content to its customdost of Level 3 Vyvx’s customers for
these services contract for the service on an dweetvent basis; however, there are some custowtesshave purchased a dedicated point-to-
point service, which enables these customers tainé programming between fixed locations at ameti

The Company has developed content distributionicesthrough the acquisition of the Content DelMdetwork services business
(“CDN Business”)of SAVVIS, which it purchased in January 2007 fr8#VVIS, and the acquisition of Dublin, Ireland bds®ervecast Ltd
which it purchased in July 2007. The Company belathat the addition of the CDN Business with itarsy, broad portfolio of patents has
and will continue to help the Company secure itac@rcial efforts in the heavily patented CDN marketvhich a number of competitors
have significant, patented intellectual property.

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

The following provides a discussion of the Compangbore Network Services revenue in terms of whidesarge enterprise and
federal, mid-market, and European customers.

Wholesale includes revenue from international ammektic carriers, cable companies, wireless corepaxbice service
providers and the majority of former Content Martégbup customers.

» Large Enterprise and Federal includes Fortune®ad@Dother large enterprises that purchase commntigrisaservices in a
manner similar to carriers, including financialh\sees, healthcare and systems integrators, fedexarnment
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agencies and academic consortia, plus certain fargeer Content Markets Group customers, such @slpnd search engine
companies.

e Mid-Market includes medium enterprises generallisime the Fortune® 300, regional service providegstain academic
institutions and state and local governments.

*  The European revenue includes the largest Europ@@umers of bandwidth, including the largest Eaaopand international
carriers, large system integrators, voice serviogigers, cable operators, Internet service pragideontent providers, large
enterprises, and government and education sectors.

The Company believes that the alignment of Corevidet Services around customer groups should altdadrive growth while
enabling it to better focus on the needs of itsausrs. Each of these groups is supported by dedieanployees in sales. Each of these
groups is also supported by non-dedicated, cendch$ervice or product management and developr@miprate marketing, global network
services, engineering, information technology, eoigorate functions, including legal, finance, &gy and human resources.

Core Network Services revenue by customer groupasdsllows (in millions):

Three Months Ended March 31,

2011 2010
Wholesale $ 351 $ 343
Large Enterprise and Fede 144 13€
Mid-Market 15t 151
European 79 71
Total Core Network Services $ 72¢ $ 701

The classification of customers within each custogreup can change based upon sales team assignmmamger and acquisition
activity by customers and other factors.

Wholesale Voice Services

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

Other Communications Services

The Company’s Other Communications Services aremaaervices that are not critical areas of emgHasithe Company. Other
Communications Services includes revenue from mathagodem and its related reciprocal compensatiosces and SBC Contract Servic
which includes revenue derived under the SBC M&tevices Agreement that was obtained in the Widibgluisition. The Company and its
customers continue to see consumers migrate frerowmdand dial-up services to higher speed broadlisanvices as the narrow band market
matures. The Company expects ongoing declinesher@ommunications Services revenue similar totwilaa been experienced over the
past several years.

The Company receives compensation from other camiben it terminates traffic originating on thaseriers’ networks. This
reciprocal compensation is based on interconneetipaements with the respective carriers or ragsdated by the FCC. The Company has
interconnection agreements in place for the mgjafitraffic subject to reciprocal compensationabidition, a majority of the Company’s
existing reciprocal compensation revenue is astatiaith agreements that are in effect through 201deyond. The Company continues to
negotiate new interconnection agreements or amemgrie its existing interconnection agreements Vitial carriers as needed. The
Company earns reciprocal compensation revenue firoriding managed modem services, which are degjinifhe Company also receives
reciprocal compensation from its voice servicasthis case, reciprocal compensation is reportédinvCore Network Services revenue.

31




Table of Contents
Communications Business Strategy and Objectives

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

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

« growing Core Network Services revenue by increasalgs and improving the customer experience t@ase customer
retention and reduce customer churn;

» achieving sustainable generation of positive céshd from operations in excess of capital expemdgyu
* reducing network costs and operating expenses;
e continuing to show improvement in Adjusted EBITD# & percentage of revenue;

» localizing certain decision making and interactiaith its mid-market enterprise customers, includiengraging its existing
network assets;

 managing Wholesale Voice Services for margin cbation;
» refinancing its future debt maturities.

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

On April 10, 2011, the Company and a subsidiariefel 3 entered into an Amalgamation Agreement Wthbal Crossing Limited
pursuant to which the Company will acquire Globeds$3ing in a tax-free, stock-for-stock transactiatued at approximately $3 billion,
based on Level 3's closing stock price on Apri811, including the assumption of approximatelyl$dillion of net debt. The transaction
will create a combined business with a unique ciipatb meet local, national and global customequirements in a wide range of markets.
The acquisition of Global Crossing Limited is sutbj regulatory approvals and customary closingdd@mns and is expected to close before
the end of 2011. Level 3 will continue to evaluatguisition opportunities and could make additi@tauisitions in the future.

The successful integration of acquired businesgedievel 3 is important to the success of Levélle Company must identify
synergies and integrate acquired networks and stppganizations, while maintaining the servicelgydevels expected by customers to
realize the anticipated benefits of any acquisgidduccessful integration of any acquired busireesdédepend on the Company'’s ability to
manage the operations, realize opportunities foenmee growth presented by strengthened servicerggieand expanded geographic market
coverage, and eliminate redundant and excess tooltly realize the expected synergies. If the @amy is not able to efficiently and
effectively integrate any businesses or operatibasquires, the Company may experience matergatiee consequences to its business,
financial condition or results of operations.

The Company has ongoing process and system develagpnork that is being implemented as part of dstinued efforts that have
improved and are expected to further improve thleshectrum of the customer experience, includieyise activation and service
management systems and customer billing as wethidsus operational efficiency improvements. Thenpany remains focused on auditing
and migrating network inventory data from legacplagations to its central applications.

The Company continues to manage its cost struetutieoperating expenses carefully and to conceritsatapital expenditures on

those technologies and assets that enable the @gripéurther develop its Core Network Services.adldition, the Company’s operating
results and financial condition could be negatiagfected, if as a result of economic conditions:

*  customers defer or forego purchases of the CompaeyVices;

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

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

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

The Company has also been focused on improvidgitslity, financial condition, and extending theatarity dates of certain debt.

In March 2011, Level 3 Financing, Inc. issued $&tilion aggregate principal amount of its 9.375%i®e Notes due 2019 in a
private transaction. The net proceeds from therioffie together with cash on hand, was used toglrtiedeem approximately $443 million
aggregate principal amount of the outstanding 9.3&¥tior Notes due 2014 in April 2011. (See Note-13ubsequent Events, of the Note
Consolidated Financial Statements for additionfarimation).

In January 2011, the Company issued $605 milliareggate principal amount of its 11.875% Senior Nahge 2019 in two private
transactions. Approximately $300 million was issueédxchange for all of the Company’s outstandifig @onvertible Senior Discount Notes
due 2013, and a portion of the net proceeds fromhan transaction were used to redeem the Companystanding 5.25% Convertible
Senior Notes due 2011.

In the third quarter of 2010, the Company issuetbdillion aggregate principal amount of its 6.5%n@ertible Senior Notes due
2016 (the “6.5% Convertible Senior Notes”) and dditional $26 million aggregate principal amounttie fourth quarter, for a total of $201
million aggregate principal amount, for net proceeflapproximately $195 million. In addition, them@pany repaid $38 million aggregate
principal amount of its 2.875% Convertible Seniaté6 due 2010 that had matured during the thirdtgua

In the second quarter of 2010, the Company redeethedlits outstanding $172 million aggregate pijpal amount of its 10%
Convertible Senior Notes due 2011 with availabkhcalThe Company recognized a loss on extinguishofeapproximately $4 million.

In the first quarter of 2010, Level 3 Financing;.lissued $640 million aggregate principal amodrit08 Senior Notes due 2018 for
net proceeds of $613 million and repurchased $58mof the total outstanding 12.25% Senior Notlese 2013 primarily through a tender
offer. The Company recognized a $55 million losglmextinguishment of these notes.

Also in the first quarter of 2010, the Company id&L11 million aggregate principal amount of i% €onvertible Subordinated
Notes due 2010 that matured. In addition, in wegitvansactions during the first quarter of 20h@,Eompany, or its subsidiaries, repurchi
$3 million in aggregate principal amount of 5.25%n@ertible Senior Notes due 2011, the remaining'#iBon of its 10.75% Senior Notes
due 2011, and $2 million aggregate principal amafir2875% Convertible Senior Notes due 2010. Chmpany recognized a net loss on
these repurchases of less than $1 million.

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

Coal Mining

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

Critical Accounting Policies

Refer to Item 7 of the Company’s Annual Report onnfr 10-K for the year ended December 31, 2010 fiescription of the
Company’s critical accounting policies.
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Results of Operations for the Three Months Ended Mich 31, 2011 and 2010:

Three Months Ended

March 31, March 31, Change
(dollars in millions) 2011 2010 %
Revenue
Communication: $ 914 $ 90C 2%
Coal Mining 15 10 50%
Total revenue 92¢ 91C 2%
Costs and Expenses (exclusive of depreciation
and amortization shown separately belc
Cost of Revenu
Communication: 357 371 (4)%
Coal Mining 15 12 25%
Total Cost of Revenu 372 383 (3)%
Depreciation and Amortizatic 204 22t (9)%
Selling, General and Administrati 357 343 4%
Restructuring Charge — — —%
Total Costs and Expens 93¢ 951 (2%
Operating Los: 4 (42) (90)%
Other Income (Expense
Interest incomi — — —%
Interest expens (157) (149) 5%
Loss on extinguishments of debt, (20 (59 (63)%
Other, ne 3 7 (57)%
Total Other Expens (174 (19¢6) (11)%
Loss Before Income Taxt (17¢) (237) (25)%
Income Tax Expens (27) (1) NM
Net Loss $ (209) $ (239) (14)%

NM — Not meaningful
Communicationsrevenue consists of

1) Core Network Services includes revenue from trarispdrastructure, data, and local and enterpriiee communications
services.

2) Wholesale Voice Services includes revenue from kistance voice services, including domestic véécmination,
international voice termination and toll free sees.

3) Other Communications Services includes revenue framaged modem and its related reciprocal compenssdrvices and
SBC Contract Services, which includes revenue fileenSBC Master Services Agreement, which was obdhiin the
December 2005 acquisition of WilTel.
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Communications revenue attributable to each ofetlsesvices is as follows (in millions):

Three Months Ended

March 31,
2011 2010
Communications Service
Core Network Service $ 72 $ 701
Wholesale Voice Service 164 16t&
Other Communications Servic 21 34
Total Communications Reven $ 914 § 90C

Comparisons of the Three Months Ended March 31, 2011 to the Three Months Ended March 31, 2010

Communications Revenueéncreased approximately 2% in the first quarte2@f1 compared to the first quarter of 2010. The
increase in Communications revenue was driventongtgrowth in the Company’s Core Network Serviag&nue from several existing
services offset by declines in Wholesale Voice Bes/revenue and Other Communications Servicesiueve

The Company experienced increases within Core N&t®ervices in the three months ended March 311 2@inpared to the same
period of 2010, primarily within transport, datadaP services, offset by declines in local voind anterprise voice services. The Company
experienced strong growth in data and IP servieesnue during the first quarter of 2011, which oards to be driven by end customer
demand for enterprise bandwidth requirements, disas@ich content distribution driving sales intlhh@& DN and service product revenue.
growth in transport services is primarily due tmsfy demand for broadband services, such as waythleand Ethernet, offset slightly by
declines in longhaul and private line services. d@aeline within local voice and enterprise voicevgees during the first quarter of 2011 is
primarily the result of an expected reduction imer@ue supporting a contract with the U.S. Census&uin the second half of 2010. The
Company continues to experience strong demandébsport, infrastructure and data services for dexpationwide solutions, colocation
capacity in large markets, and its CDN services.

The decrease in Wholesale Voice Services reventieithree months ended March 31, 2011 compartitetsame period in 2010 is
primarily due to decreases in toll free services imternational voice termination services. Thelinational voice termination services
continued to experience pricing pressure drivembyket competition. The Company continues to comaanits sales efforts on maintaining
incremental gross margins in the 30% range foretlsesvices. The Company expects to experience golatlity in revenue as a result of t|
strategy.

Other Communications Services revenue decline@orillion in the three months ended March 31, 204dm $34 million in the
three months ended March 31, 2010. The decredise igsult of a decline in managed modem revenaerasult of the continued migration
from narrow band dial-up services to higher spaeddiband services by end user customers, espeiciddlyge metropolitan areas. The
Company expects managed modem revenue to contirdexline in the future due to an increase in thalver of subscribers migrating to
broadband services.

Reciprocal compensation revenue from managed madevices also declined in the three months endedhvizl, 2011 compared
to the same period of 2010 as a result of the wointgy decline in demand for managed modem servides Company has historically earned
the majority of its reciprocal compensation revefroen managed modem services, although the Compamynues to generate a portion of
its reciprocal compensation revenue from voiceisesy which is reported within Core Network Sergicevenue. To the extent the Company
is unable to sign new interconnection agreemensigois new agreements or amends existing agree@mitsining lower rates, or there is a
significant decline in the Company’s managed modétiup business, or FCC or state regulations changh that carriers are not required
to compensate other carriers for terminating 1SBrAbiatraffic, reciprocal compensation revenue mapeeience further declines over time.

Also contributing to the decrease in Other Commatininis Services revenue was lower SBC Contracti@ervevenue as a result of
the migration of the SBC traffic to the AT&T netvkor

Coal mining revenue increased to $15 million in the three meetided March 31, 2011 from $10 million in the sgraeod of 201(
related to an increase in contractual selling grizgh customers in 2011 under new contracts thiatneenced later in 2010 and during the
first quarter of 2011, partially offset by a decedn volume of tons mined attributable to the etn of certain long term sales contracts
that occurred earlier in 2010.
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Cost of Revenudor the communications business includes leasedaigp right-of-way costs, access charges, sadlinsponder
lease costs, and other third party costs directiibatable to the network, but excludes depresraind amortization and related impairment
expenses.

Cost of revenue for the communications business,@ercentage of communications revenue, decréas31% in the three mont
ended March 31, 2011 compared to 41.2% in the tim@®hs ended March 31, 2010. The Company has iteth&om higher margin on-net
Core Network Services and an improving gross mamgia Additionally, the Company continues to dexse its lower margin voice and
certain private line services, and to implemerttatives to reduce both fixed and variable netwexgenses.

Coal mining cost of revenue approximated 100% of coal miningmnee in the three months ended March 31, 20111360 in the
three months ended March 31, 2010. The decreas®immining cost of revenue as a percentage dfmdng revenue in the three months
ended March 31, 2011 compared to the same periddlf is primarily driven by higher revenue in 2Qider new contracts that
commenced later in 2010 and during the first quart@011.

Depreciation and Amortization expense decreased 9% to $204 million in the fustrggr of 2011 from $225 million in the first
quarter of 2010. The decrease is primarily attablg to the reduction in depreciation expense #wotwith shorter-lived fixed assets
becoming fully depreciated and the effect of fonedgirrency fluctuations.

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

Selling, general and administrative expenses ise@d% to $357 million in the first quarter of 20dmpared to $343 million in the
first quarter of 2010. The increase is primarilseault of higher employee compensation and reledsts as the Company continued to
increase its sales, support and customer instailaittivity headcount during 2011. Included idisg| general and administrative expense
the three months ended March 31, 2011 and 201@ $25 million and $16 million, respectively, of Roash, stock-based compensation
expenses related to grants and expected grantgmérform stock options, restricted stock unitstnieted stock shares, shares issued and
accruals for the Company’s discretionary bonus,shraes issued for the Company’s matching contabdor the 401(k) plan. The increase
in the non-cash, stock-based compensation expsmsenarily due to higher headcount and lower nashccompensation awards in 2010
than those expected in 2011.

Restructuring Chargesremained constant at less than $1 million in thet fjuarter of 2011 compared to the same peri@Db0, as
the Company had not initiated any significant nearkforce reduction plans in 2010 or 2011.

The Company may experience further restructurirag@ds in 2011 in connection with the efforts taropte its cost structure or
other reasons. Additional restructuring activittesild result in additional headcount reductions eeated charges.

Adjusted EBITDA , as defined by the Company, is net income (lassh the consolidated statements of operations eefor
(1) income tax benefit (expense), (2) total otimeoime (expense), (3) non-cash impairment chargésded within restructuring charges,
(4) depreciation and amortization expense and ¢B}eash stock compensation expense included wslling, general and administrative
expenses in the consolidated statements of opesatio

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

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedathsenmn-cash nature
of these items. Adjusted EBITDA also excludes ies¢income, interest expense and income tax b&p&fiense), because these items are
associated with the Company’s capitalization andsteuctures. Adjusted EBITDA also excludes de@#éon and amortization expense
because these non-cash expenses reflect the effempital investments which management believesishbe evaluated through cash flow
measures. Adjusted EBITDA excludes net other incempense) because these items are not relatbd fwitnary operations of the
Company.
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There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use
similar performance measures whose calculationsdifter from the Company’s calculations. Additiolyalthis financial measure does not
include certain significant items such as inteinesbme, interest expense, income tax benefit (esggmepreciation and amortization expe
non-cash impairment charges, non-cash stock corapensxpense and net other income (expense). fedjisBITDA should not be
considered a substitute for other measures of éiahperformance reported in accordance with GAAP.

Note 10- Segment Information, of the Notes to Céidated Financial Statements provides a reconimliadf Adjusted EBITDA for
each of the Company’s reportable operating segments

Adjusted EBITDA for the communications business %225 million in the first quarter of 2011 compatedb202 million in the firs
quarter of 2010. The increase in Adjusted EBITDAtfe three months ended March 31, 2011 for thensonications business is primarily
attributable to the growth in the Company’s revennaddition to the decline in cost of revenudsef slightly by higher selling, general and
administrative expenses during the first three iewof 2011.

Interest Incomeremained constant at less than $1 million in thet fjuarter of 2011 and the same period of 2016 tdlow averag
returns on the Company'’s investment portfolio, @l @s a decrease in the average invested balamrgdhe respective periods.

The Company invests its funds primarily in governirend government agency securities, money maukeisfand commercial
paper depending on liquidity requirements. The Canyfs investment strategy generally provides loyveids on the funds than would be
obtained on alternative investments, but reducesigi to principal in the short term prior to tedands being used in the Company’s
business.

Interest Expenseincreased 5% to $157 million in the first quarte2611 from $149 million in the first quarter of 2O. Interest
expense increased as a result of higher averagregttrates in 2011 as compared to 2010, and higleeage debt balance for the three
months ended March 31, 2011 compared to the thozghw ended March 31, 2010. The Company expeoisahinterest expense in 2011 to
approximate $625 million based on the Compamyitstanding debt as of March 31, 2011 taking ¢oiesideration the forecasted interest
on the Company'’s variable rate debt and the pasi@@mption of approximately $443 million aggregatiacipal amount of the outstanding
9.25% Senior Notes due 2014 in April 2011. SeeeNot Long-Term Debt, of the Notes to Consolid&athncial Statements for additional
information on Level 3's financing activities.

Loss on extinguishment of debt, netvas a loss of $20 million in the three months endedch 31, 2011, compared to a loss of $54
million in the three months ended March 31, 20T@e loss recorded during the first quarter of 2@B8 primarily attributable to the $54
million charge recognized in connection with the2B% Tender Offer and consent solicitation in Jayp@810. The loss of $20 million
recorded in the first quarter of 2011 was a resiulhe redemption of the 5.25% Convertible Seniotd$ due 2011 and exchange of the 9%
Convertible Senior Discount Notes due 2013. Sete Me Long-Term Debt, of the Notes to Consoliddathncial Statements for more
details regarding the Company’s financing actisgitie

Other, netwas $3 million of income in the first quarter ofiZ20compared to $7 million of income in the firsagier of 2010. Other,
net is primarily comprised of gains and losses fthenchange in the fair value of certain derivatweestments, as well as gains and losses or
the sale of non-operating assets, realized foreigrency gains and losses and other income.

Income Tax Expensavas $27 million in the three months ended March2®81,1 and $1 million in the same period in 2010e T
income tax expense in 2011 is primarily relatedricmut of period adjustment due to taxable temyaddferences associated with certain
indefinite-lived intangible assets that the Compenynable to use to offset its deferred tax ass&é&e Note 1 - Organization and Summary of
Significant Accounting Policies, of the Notes torSolidated Financial Statements for additional itketal he income tax expense in 2010 is
primarily related to state income taxes.

The Company incurs income tax expense attributahilecome in various Level 3 subsidiaries, inclgdihe coal business, that are
required to file state or foreign income tax retuom a separate legal entity basis. The Companyret®gnizes accrued interest and penalties
in income tax expense related to uncertain taxfitsne
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Financial Condition - March 31, 2011

Cash flows used in operating activities, investiatjvities and financing activities for the threemths ended March 31, 2011 and
2010, respectively are summarized as follows:

Three Months Ended

March 31, March 31,
(dollars in millions) 2011 2010 Change
Net Cash Used in Operating Activiti $ — 8 B $ 8
Net Cash Used in Investing Activitii (119 (82 (32
Net Cash (Used in) Provided by Financing Activil 574 (207 675
Effect of Exchange Rates on Cash and Cash Equis 3 (6) 9
Net Change in Cash and Cash Equival $ 465 $ (197 $ 66C

Operating Activities

Cash used in operating activities decreased byi#®mduring the three months ended March 31, 26dthpared to the same period
in 2010. The decrease in cash used in operatingtes was primarily due to a decrease in the Canys net loss of approximately $33
million in the three months ended March 31, 20Ithared to the same period in 2010, partially offsean increase in the use of cash for
working capital items recognized in the three merghded March 31, 2011.

I nvesting Activities

Cash used in investing activities increased by &8@on during the three months ended March 31,226dmpared to the same per
of 2010 primarily as a result of additional capgapenditures, which totaled $115 million for these months ended March 31, 2011 and $82
million for the same period of 2010.

Financing Activities

Cash provided by financing activities was $574 ioillduring the three months ended March 31, 20hipewed to a use of cash of
$101 million in the same period of 2010 as a resiuét decrease in debt payments and repurchasganancrease in new issuances in 2011.
See Note 7 - Long-Term Debt, of the Notes to thagbbdated Financial Statements for more detaganmding the Company’s debt
transaction activities.

Liquidity and Capital Resources

The Company incurred a net loss of $205 millionimythe three months ended March 31, 2011 and $#88n during the same
period of 2010. The Company used $115 million fapital expenditures and had $574 million of casiviged by financing activities in the
three months ended March 31, 2011. This compar$82anillion of cash used for capital expendituaad $101 million of cash flows used
financing activities for the same period of 2010.

Cash interest payments are expected to increaggproximately $555 million in 2011 from the $523limh made in 2010 based on
current debt outstanding and forecasted interéss$ @an the Company’s variable rate debt outstandhetuding the partial redemption of
approximately $443 million aggregate principal amtoof the outstanding 9.25% Senior Notes due 2614piril 2011. Capital expenditures
for 2011 are expected to be slightly higher than$#36 million incurred in 2010 as the Company #tsén base capital expenditures
(estimated capital required to keep the networkatpey efficiently and support new service develepih with the remaining capital
expenditures expected to be project based whermakierequired to expand the network prior tqadfic customer revenue opportunity or
succesdased, which is tied to incremental revenue. ASlafch 31, 2011, and including the partial redemptié approximately $443 millic
aggregate principal amount of the outstanding 9.&&%tior Notes due 2014 completed in April 2011,Goenpany had long-term debt
contractual obligations, including capital leasd anmmercial mortgage obligations and excludingrpuen and discounts on debt issuance
and fair value adjustments, of approximately $3iamlthat mature in 2011, $299 million that matimre2012, and $406 million that mature in
2013.

In March 2011, Level 3 Financing, Inc. issued $&f@ilion aggregate principal amount of its 9.375%i®e Notes due 2019 in a
private transaction. The net proceeds from therioffie together with cash on hand, was used toglrtiedeem approximately $443 million
aggregate principal amount of the outstanding 9.3&¥tior Notes due 2014 in April 2011. (See Note-13ubsequent Events, of the Note
Consolidated Financial Statements for additionfarimation).

In January 2011, the Company issued $605 milliareggate principal amount of its 11.875% Senior Nahge 2019 in two private
transactions. Approximately $300 million was issuedxchange for all of the Company’s outstandifig @onvertible Senior
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Discount Notes due 2013, and a portion of the netgeds from another transaction were used to nedlee Company’s outstanding 5.25%
Convertible Senior Notes due 2011.

In the second half of 2010, the Company issued $2illibn total aggregate principal amount of it§% Convertible Senior Notes
due 2016 for net proceeds of approximately $19%anilIn addition, the Company also repaid the rieing $38 million aggregate principal
amount of its 2.875% Convertible Senior Notes dd&02that had matured during the third quarter df®0

In early 2010, Level 3 Financing, Inc. issued $64lion aggregate principal amount of 10% Seniotééodue 2018 in a private
offering. In conjunction with a concurrent tendéfeoand consent solicitation, the proceeds frois issuance were used to repurchase
$547 million aggregate principal amount of its B%@2Senior Notes due 2013. The Company also reddid #illion of its 6% Convertible
Subordinated Notes due 2010 that matured on MacRA10, repurchased the remaining $3 million ag@e principal amount of the 12.2!
Senior Notes due 2013, and repurchased an addi$8maillion in various transactions throughout firet quarter of 2010.

Level 3 had $1,079 million of cash and cash eqeivial on hand at March 31, 2011. In addition, $18Bom of current and non-
current restricted cash and securities are usedli@teralize outstanding letters of credit, loegrt debt, certain operating obligations of the
Company and certain reclamation liabilities asgedavith the coal mining business. Based on infdionaavailable at this time, the Compi
believes that its current liquidity and anticipafatlire cash flows from operations will be suffiti¢o fund its business for at least the next
twelve months.

On April 10, 2011, the Company, Apollo Amalgamat®ub, Ltd., a Bermuda exempted limited liabilitymqmany and a direct whol
owned subsidiary of the Company (“Amalgamation Jubaid Global Crossing Limited, a Bermuda exem{itaeded liability company
(“Global Crossing”) entered into an Agreement af@hf Amalgamation (the “Amalgamation Agreemenmtiysuant to which, subject to the
terms and conditions set forth therein, Amalganma8oab and Global Crossing will amalgamate purst@Bermuda law (the
“Amalgamation”). Concurrently with the executiohtbe Amalgamation Agreement, Level 3 Financing, land the Company entered into a
financing commitment letter (the “Commitment Letjewith Bank of America, N.A. (“Bank of America”Merrill Lynch, Pierce, Fenner &
Smith Incorporated (“Merrill Lynch”), and CitigrouBlobal Markets Inc. (“CGMI'and, together with Bank of America and Merrill Lyncthe
“Lenders”). The Commitment Letter was subsequeatiended and restated on April 19, 2011, to addddka Bank Trust Company
Americas, Deutsche Bank AG Cayman Islands Branelutézhe Bank Securities Inc., Morgan Stanley Sdruoding, Inc., Credit Suisse AG
and Credit Suisse Securities (USA) LLC as Lendéesvel 3 expects the financing under the Commitnierter, together with cash balances,
to be sufficient to provide the financing necesgargonsummate the Amalgamation and to refinandaioceexisting indebtedness of Global
Crossing. The Commitment Letter provides for asesecured term loan facility in an aggregate arhoti§650 million. The Commitment
Letter also provides for a $1.1 billion senior unsed bridge facility, if up to $1.1 billion of siem notes or certain other securities are not
issued by Level 3 Financing, Inc. or the Companijntance the Amalgamation on or prior to the clgsif the Amalgamation. The financing
commitments of the Lenders are subject to certamditions set forth in the Commitment Letter.

The Company may elect to secure additional cajpittde future, at acceptable terms, to improvdiqisdity or fund acquisitions. In
addition, in an effort to reduce future cash indemayments as well as future amounts due at nyaturio extend debt maturities, Level 3 or
its affiliates may, from time to time, issue nevbtjenter into debt for debt, debt for equity ostt&ransactions to purchase its outstanding
debt securities in the open market or through pelyanegotiated transactions. Level 3 will evaluaty such transactions in light of the
existing market conditions and the possible dikigffect to stockholders. The amounts involvedniy such transaction, individually or in the
aggregate, may be material.

In addition to raising capital through the debt aqdity markets, the Company may sell or disposxiting businesses, investme
or other non-core assets.

Consolidation of the communications industry isextpd to continue. Level 3 will continue to evatuabnsolidation opportunities
and could make additional acquisitions in the feitur

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

Level 3 is subject to market risks arising frommp@s in interest rates and foreign exchange ragef March 31, 2011, the
Company had borrowed a total of $2.0 billion priftyannder a Senior Secured Term Loan due 2014 doatiRg Rate Senior Notes due 2C
that bear interest at LIBOR rates plus an appleaidrgin. As the LIBOR rates fluctuate, so too ti# interest expense on amounts
borrowed under the debt instruments. The weightedage interest rate on the variable rate instrasn&March 31, 2011, was approxima
4.1%.
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In March 2007, Level 3 Financing, Inc. entered itwto interest rate swap agreements to hedge tagesttpayments on $1 billion
notional amount of floating rate debt. The two ietd rate swap agreements are with different copatges and are for $500 million each.
The interest rate swap agreements were effectigimbieg in 2007 and mature in January 2014. Unidertérms of the interest rate swap
agreements, Level 3 receives interest paymentsilmaseolling three month LIBOR terms and pays iestiat the fixed rate of 4.93% under
one arrangement and 4.92% under the other. Lelrab3lesignated the interest rate swap agreemeatsas$ flow hedge on the interest
payments for $1 billion of floating rate debt.

The remaining, or unhedged, variable rate debppf@imately $1 billion has a weighted averagerggerate of 5.6% at March 31,
2011. A hypothetical increase in the weighted ayenrate by 1% point (i.e. a weighted average ri€690) would increase the Company’s
annual interest expense by approximately $10 mill&t March 31, 2011, the Company had $5.2 billjexcluding fair value adjustments,
discounts and premiums) of fixed rate debt beaaimgeighted average interest rate of 9.4%. A dedfineterest rates in the future will not
benefit the Company with respect to the fixed dbt due to the terms and conditions of the indesttelating to that debt that would reqt
the Company to repurchase the debt at specifiadipres if redeemed early.

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

Foreign Currency Exchange Rate R

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

Iltem 4. Controls and Procedures

(a) Disclosure controls and procedureéhe Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveness
of the Company’s disclosure controls and proced@agslefined in Rules 13a-15(e) and 15d-15(e) uthdeBecurities Exchange Act of 1934,
as amended (the “Exchange Act”), as of March 3112Based upon such review, the Chief Executivéc®ffand Chief Financial Officer

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

(b) Internal controls.There were no changes in the Company'’s internarabover financial reporting identified in connigt with the
evaluation required by paragraph (d) of ExchangeRAdes 13a-15 or 15d-15 that occurred during itts¢ duarter of 2011 that have
materially affected, or are reasonably likely totenally affect, the Company’s internal control o¥i@ancial reporting.

PART Il - OTHER INFORMATION
Item 1A Risk Factors

In addition to the other information set forth mistreport, you should carefully consider the fextdiscussed in Part litem 1A. Risl
Factors” in Level 3's Form 10-K for the year enddecember 31, 2010, which could materially affectéle3’s business, financial condition
or future results. The risks described in LevelBd%m 10-K are not the only risks facing the Compdror example, these risks now include
the Company’s ability to successfully complete pleading acquisition of Global Crossing, includingely receipt all stockholder and
regulatory approvals, and realization of the aptited benefits of the transaction. Additional riaksl uncertainties not currently known to
Level 3 or that it currently deems to be immateaiab may materially adversely affect Leved Business, financial condition and/or opera
results. The Risk Factors included in the CompafRgian 10K for the year ended December 31, 2010, have ntgnialy changed other the
as set forth below.
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Level 3 has substantial debt, which may hinder itgrowth and put Level 3 at a competitive disadvantag.
Level 3's substantial debt may have important cqueaces, including the following:

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

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

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

Level 3 has more debt than certain of its compestitwhich may place Level 3 at a competitive disadage; and
. substantial debt may make Level 3 more valblerto a downturn in business or the economy gédiger

Level 3 has substantial deficiencies of earningsoteer fixed charges of approximately $178 millfonthe three months ended
March 31, 2011. Level 3 had deficiencies of eagaito cover fixed charges of approximately $237iomlfor the three months ended
March 31, 2010, approximately $713 million for fieral year ended December 31, 2010, approxim&@ly million for the fiscal year
ended December 31, 2009, approximately $264 miftoorthe fiscal year ended December 31, 2008, apmately $1.1 billion for the fiscal
year ended December 31, 2007, and approximatelg 8ilion for the fiscal year ended December 310&!

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

If Level 3 were unable to refinance its debt ordise additional capital on acceptable terms, L8iehbility to operate its business
would be impaired. As of March 31, 2011 , Levela&@ilan aggregate of approximately $7.1 billion ofgderm debt on a consolidated basis
including current maturities, premiums and discsunapital leases and its commercial mortgage appdoximately $265 million of
stockholders’ deficit . Of this long-term debt, andluding the April 2011 partial redemption of appimately $443 million aggregate
principal amount of the outstanding 9.25% Seniotedalue 2014, approximately $3 million is due tdurein the remaining nine months of
2011, approximately $299 million is due to matur012, and $406 million that mature in 2013, inheease excluding debt discounts,
premiums and fair value adjustments.

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

Level 3 may not be able to successfully or timelyomplete the pending acquisition of Global Crossingr realize the anticipatec
benefits of the transaction.

The completion of the pending Global Crossing taatisn is subject to the satisfaction of certainditions set forth in the
Amalgamation Agreement, including the expiratiortexmination of applicable waiting periods undes thart-Scott-Rodino Antitrust
Improvements Act of 1976 and applicable antitrastd in certain other jurisdictions, receipt of a@rtregulatory and governmental approvals
(including receipt of approval from the Federal Goamications Commission and the Committee on Forlxigastment in the United
States), there being no material adverse effeth@Company or Global Crossing prior to the closifithe transaction and other customary
conditions. The transaction also requires the@mdrof both the Global Crossing’s shareholdersthedCompany’s stockholders. The
Company will be unable to complete the pending &itipn of Global Crossing until each of the conglits to closing is either satisfied or
waived.

In deciding whether to grant certain of the goveentrapprovals, the relevant governmental entity wike a determination of
whether, among other things, the transaction thénpublic interest. Regulatory entities may imposeain requirements or obligations as
conditions for their approval or in connection witteir review. Level 3 can provide no assuraneg ithwill obtain the necessary approvals or
that any required conditions will not have a matesidverse effect on the Company following the cletign of the Global Crossing
transaction. In addition, Level 3 can provide sswumance that these conditions will not resulhsabandonment of the Global Crossing
transaction. Depending on the reasons for not &eting the transaction, the Company could be
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required to pay Global Crossing a termination fest tanges from $70 million to $120 million andcirtain circumstances, certain expenses
incurred by Global Crossing in pursuing the Amalgéon.

For these and other reasons, the Company’s faibutemplete the Global Crossing transaction codickssely affect the Company’s
business, operating results or financial conditaord could negatively affect the trading priceref Company’s equity and debt securities. If
the Global Crossing transaction is completed, L8vedn provide no assurance that the anticipatedflte of the transaction will be fully
realized in the time frame anticipated or at allthat the costs or difficulties related to thesgration of Global Crossing’s operations into
Level 3's will not be greater than expected.

ITEM 5. OTHER INFORMATION.
Mine and Health Administration Safety Disclosurel &attern or Potential Pattern of Violatior

We are engaged in coal mining through our subsidie€P, Inc. (‘KCP”). KCP has a 50% interest in two mines, which are atpd
by a subsidiary of Peter Kiewit Sons’, Inc. (“PKSDecker Coal Company (“Decker”) is a joint ventwi¢h Western Minerals, Inc., which is
a subsidiary of Cloud Peak Energy Inc. Black B@tal Company (“Black Butte”) is a joint venturetkvBitter Creek Coal Company, a
subsidiary of Anadarko Petroleum Corporation. Tleek®r mine is located in southeastern Montanale@kack Butte mine is located in
southwestern Wyoming. The coal mines use the sairféining method. We also own other properties weat formerly engaged in surface
mining of coal, but those properties have eith@mbfelly reclaimed and are on a monitoring statuare in the process of being reclaimed.

The operation of our mines is subject to regulabigrthe Federal Mine Safety and Health Administraii‘MSHA") under the
Federal Mine Safety and Health Act of 1977 (theriMAct”). The following disclosures are providagrguant to the Dod&rank Wall Stree
Reform and Consumer Protection Act (the “Act”), alhivas enacted in July 2010; Section 1503 of therdquires certain disclosures by
companies required to file periodic reports untier$ecurities Exchange Act of 1934, as amendetpfieate mines regulated under the
Mine Act. Under the Act, the SEC is authorizeddsuie rules and regulations to carry out the pugpokthese provisions, but has not done so
as of the date of this quarterly report. While vedidve the following disclosures meet the requireta®f the Act, it is possible that any rule-
making by the SEC will require disclosures to bespnted in a form that differs from this preseotatAll of our mining operations are
located within the western United States.
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For the three months ended March 31, 2011, in decae with Section 1503 of the Act, we presenfdliewing information with
respect to the mines that we operate and thoséichwve have a 50 percent joint venture ownergftigréest:

Big Horn Black Butte Decker Rosebud
Item Mine Mine Mine Mine

Section 104 S&S citations (#)( — 2 1 —
Section 104(b) orders (#)( — — — —
Section 104(d) citations and orders (# — — — —
Section 110(b)(2) violations (#)(: — — — —
Section 107(a) orders (#)( — — —
Proposed MSHA assessments ($ — 7,76¢  $ 3,88¢ —
Fatalities (#)(7 — — — —
Section 104(e) notices( — — — —
Pending Mine Safety Commission legal actions (iditig

any contested penalties for citations issuec — 32 1 —

(1) Total number of violations of mandatory health afesy standards that could significantly and sulis#ly contribute to the cause and
effect of a coal mine safety or health hazard usdetion 104 of the Federal Mine Safety and Heatthof 1977 (30 U.S.C. 814) (the
Act) for which we received a citation from MSH

(2)  Total number of orders issued under section 10df(t)e Act (30 U.S.C. 814(b)

(3) Total number of citations and orders for unwarrblgdailure of Level 3 to comply with mandatory hbaor safety standards under
section 104(d) of the Act (30 U.S.C. 814(t

(4) Total number of flagrant violations under sectid®(b)(2) of the Act (30 U.S.C. 820(b)(2

(5)  Total number of imminent danger orders issued urdetion 107(a) of the Act (30 U.S.C. 817(

(6) Total dollar value of proposed assessments from M8hider the Act (30 U.S.C. 801 et se:

(7)  Total number of minin-related fatalities

(8) Any coal mines owned and operated by us that redeiritten notice from MSHA of (A) a pattern of \ations of mandatory health
safety standards that are of such nature as cawiel $ignificantly and substantially contributedtte cause and effect of coal mine

health or safety hazards under section 104(e)af diet (30 U.S.C. 814(e)); or (B) the potentiah@ve such a patter

(9) Any pending legal action before the Federal Minteyaand Health Review Commission involving a cogthe owned and operated
us.
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Item 6. Exhibits

Exhibits filed as a part of this report are listedow.
12 Statements Re Computation of Rai
31.1 Rule 13i-14(a)/15¢14(a) Certification of the Chief Executive Offic
31.2 Rule 13i-14(a)/15¢-14(a) Certification of the Chief Financial Offic

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

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the Sarbanes-
Oxley Act of 2002

101  The following materials from the Quarterly Repantieorm 10-Q of Level 3 Communications, Inc. for therter ended
March 31, 2011, formatted in XBRL (eXtensible Biesin Reporting Language); (i) Consolidated Statesn&nDperations,
(if) Consolidated Balance Sheets, (iii) ConsolidaBatement of Cash Flows, and (iv) Notes to Codatdd Financial
Statements*

* Pursuant to Rule 406T of Regulation S-T, thelattéive Data Files on Exhibit 101 hereto are deenwdiled or part of a
registration statement or prospectus for purpof&ections 11 or 12 of the Securities Act of 19%88amended, are deemed not
filed for purposes of Section 18 of the Securiied Exchange Act of 1934, as amended, and otheargsrot subject to liability
under those section
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SIGNATURES

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

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 6, 2011 /sl Eric J. Mortense
Eric J. Mortensel
Senior Vice President, Controller and Principal duating Officer
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STATEMENTS RE COMPUTATION OF RATIOS

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNING TO FIXED CHARGES

LEVEL 3 COMMUNICATIONS, INC.
(unaudited)

Three Months
Ended March 31,

Fiscal Year Ended

Exhibit 12

(In millions) 2011 2010 2010 2009 2008 2007 2006
Loss from Continuing Operations Before

Taxes $ (17¢) $ (237) (719 ¢ 617 $ (312) (1,16 $ (810)
Interest on Debt, Net of Capitalized Inter 157 14¢ 58€ 59t 57C 60¢ 67C
Amortization of Capitalized Intere — — — — 48 68 68
Portion of rents deemed representative of

the interest factor (1/: 17 17 69 68 68 63 44
(Losses) Earnings Available for Fixed

Charges $ 4 3 (71) (58 $ 46 $ 374 (42¢) $ (28)
Interest on Dek $ 157 $ 14¢ 58¢ $ 59t $ 57C 60 $ 67C
Preferred Dividend — — — — — — —
Interest Expense Portion of Rental Expe 17 17 69 68 68 63 44
Total Fixed Charge $ 174 $ 16€ 655 $ 663 $ 63€ 672 $ 714
Ratio of Earnings to Fixed Charg — — — — — — —
Deficiency $ (178) $ (237) (7113 $ (6179 $ (264) (1,100 $ (742




Exhibit 31.1

CERTIFICATIONS*
I, James Q. Crowe, certify that:
1. I have reviewed this Form 10-Q of Level 3 Commuti@ss, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with

respect to the period covered by this report;

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

this report;

4. 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) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

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

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

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

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons performing

the equivalent functions):

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

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

Date: May 6, 201
/sl James Q. Crow

James Q. Crow
Chief Executive Office

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




Exhibit 31.2

CERTIFICATIONS*
I, Sunit S. Patel, certify that:
1. I have reviewed this Form 10-Q of Level 3 Commuti@ss, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

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

4. 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) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

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

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

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

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

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

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

Date: May 6, 201
/s/ Sunit S. Pate

Sunit S. Pate
Chief Financial Officel

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




Exhibit 32.1

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

In connection with the Form 10-Q of Level 3 Comnaations, Inc. (the “Company”) for the three monginsled March 31, 2011 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), |, James Q. Crowe, Chief &ixeve Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 26Q&;

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

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

/sl James Q. Crow
James Q. Crow

Chief Executive Office
May 6, 2011




Exhibit 32.2

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

In connection with the Form 10-Q of Level 3 Comnaations, Inc. (the “Company”) for the three monginsled March 31, 2011 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), |, Sunit S. Patel, Chief &ngial Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of the Sarbanes-Oxley Act of 2002, that:

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

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

/s/ Sunit S. Pate

Sunit S. Pate

Chief Financial Officel
May 6, 2011




