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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K

CURRENT REPORT

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

Date of Report (Date of earliest event reported): August 7, 2014

Level 3 Communications, Inc.

(Exact name of Registrant as specified in its charter)

Delaware 0-15658 47-0210602
(State or other (Commission File (IRS employer
jurisdiction of incorporation) Number) Identification No.)
1025 Eldorado Blvd., Broomfield, Colorado 80021
(Address of principal executive offices) (Zip code)

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

Not applicable
(Former name and former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions (see General Instruction A.2. below):

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
U Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
U Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

U Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Item 8.01 Other Events

As previously announced, on June 15, 2014, Level 3 Communications, Inc. (“Level 3") entered into a definitive agreement
to acquire tw telecom inc. (“tw telecom”) in a stock-and-cash transaction. Completion of the tw telecom transaction is subject to,
among other things, approval by Level 3 stockholders and tw telecom stockholders. Level 3 expects the tw telecom transaction to
occur before the end of 2014, although there can be no assurance as to whether or when the transaction will be completed.

Important Information For Investors And Stockholder S

This communication shall not constitute an offer to sell or the solicitation of an offer to buy any securities or a solicitation
of any vote or approval. The proposed business combination of Level 3 and tw telecom will be submitted to the stockholders of
Level 3 and the stockholders of tw telecom for their consideration. Level 3 filed a registration statement on Form S-4 and Level 3
and tw telecom filed a joint proxy statement/prospectus and other relevant documents concerning the proposed transaction with
the Securities and Exchange Commission (the SEC) on July 18, 2014. Level 3 and tw telecom will each provide the final joint
proxy statement/prospectus to its respective stockholders. Investors and security holders are urged to read the registration
statement and the joint proxy statement/prospectus and any other relevant documents filed with the SEC when they become
available, as well as any amendments or supplements to those documents, because they will contain important information about
Level 3, tw telecom and the proposed transaction. Investors and security holders will be able to obtain a free copy of the
registration statement and joint proxy statement/prospectus, as well as other filings containing information about Level 3 and tw
telecom free of charge at the SEC’s website at www.sec.gov. In addition, the joint proxy statement/prospectus, the SEC filings that
will be incorporated by reference in the joint proxy statement/prospectus and the other documents filed with the SEC by Level 3
may be obtained free of charge by directing such request to: Investor Relations, Level 3 Communications, Inc., 1025 Eldorado
Boulevard, Broomfield, Colorado 80021 or from Level 3's Investor Relations page on its corporate website at www.level3.com and
the joint proxy statement/prospectus, the SEC filings that will be incorporated by reference in the joint proxy statement/prospectus
and the other documents filed with the SEC by tw telecom may be obtained free of charge by submitting a written request to
Investor Relations, tw telecom, 10475 Park Meadows Parkway, Littleton, Colorado 80124 or from tw telecom’s Investor Relations
page on its corporate website at www.twtelecom.com.

Level 3, tw telecom and their respective directors, executive officers, and certain other members of management and
employees may be deemed to be participants in the solicitation of proxies in favor of the proposed transactions from the
stockholders of Level 3 and from the stockholders of tw telecom, respectively. Information about the directors and executive
officers of Level 3 is set forth in the proxy statement on Schedule 14A for Level 3's 2014 Annual Meeting of Stockholders, which
was filed with the SEC on April 11, 2014 and information about the directors and executive officers of tw telecom is set forth in the
proxy statement for tw telecom’s 2014 Annual Meeting of Stockholders, which was filed with the SEC on April 28, 2014. Additional
information regarding participants in the proxy solicitation may be obtained by reading the joint proxy statement/prospectus
regarding the proposed transaction when it becomes available.

Cautionary Notice Regarding Forward-Looking Stateme  nts

This document, including the documents incorporated herein by reference, contains forward-looking statements within the
meaning of the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995, as amended. These forward-
looking statements include, but are not limited to, (i) statements about the benefits of the acquisition of tw telecom by Level 3,
including financial and operating results and synergy benefits that may be realized from the acquisition and the timeframe for
realizing those benefits; (ii) Level 3's and tw telecom’s plans, objectives, expectations and intentions; (iii) other statements
contained in this communication that are not historical facts; and (iv) other statements identified by words such as expects,
anticipates, intends, plans, believes, seeks, estimates, goal, strategy, future, likely, may, should, could, will, and words of similar
meaning or similar references to future periods.




Forward-looking statements are neither historical facts nor assurances of future performance. Instead, forward-looking
statements are based only on current beliefs, assumptions, and expectations regarding the future of our business, including the
effects of the proposed acquisition of tw telecom by Level 3, future plans and strategies, projections, anticipated events and
trends, the economy and other future conditions. Because forward-looking statements relate to the future, they are inherently
subject to significant business, economic and competitive uncertainties, risks, and contingencies, which may include third-party
approvals, many of which are beyond our control and are difficult to predict. Therefore, readers of this communication are
cautioned not to place undue reliance on these forward-looking statements that speak only as of the date hereof.

The following factors, among others, could cause our actual results and financial condition to differ materially from those
expressed or implied in the forward-looking statements: (1) the occurrence of any event, change or other circumstances that could
give rise to the termination of the Agreement and Plan of Merger among Level 3, tw telecom, Saturn Merger Sub 1, LLC and
Saturn Merger Sub 2, LLC (the Merger Agreement); (2) the inability to complete the transactions contemplated by the Merger
Agreement due to the failure to obtain the required stockholder approvals; (3) the inability to satisfy the other conditions specified
in the Merger Agreement, including without limitation the receipt of necessary governmental or regulatory approvals required to
complete the transactions contemplated by the Merger Agreement; (4) the inability to successfully integrate our business with tw
telecom’s business or to integrate the businesses within the anticipated timeframe; (5) the risk that the proposed transactions
disrupt current plans and operations, increase operating costs and the potential difficulties in customer loss and employee
retention as a result of the announcement and consummation of such transactions; (6) the ability to recognize the anticipated
benefits of the combination of Level 3 and tw telecom, including the realization of revenue and cost synergy benefits and to
recognize such benefits within the anticipated timeframe; (7) the outcome of any legal proceedings that may be instituted against
Level 3, tw telecom or others following announcement of the Merger Agreement and transactions contemplated therein; and (8)
the possibility that Level 3 or tw telecom may be adversely affected by other economic, business, and/or competitive factors.

Other important factors that may affect our business or the combined business’ results of operations and financial
condition include, but are not limited to: a discontinuation of the development and expansion of the Internet as a communications
medium and marketplace for the distribution and consumption of data and video; continued uncertainty in the global financial
markets and the global economy; disruptions in the financial markets that could affect our ability to obtain additional financing; and
our ability to: increase revenue from the services we offer; successfully use new technology and information systems to support
new and existing services; prevent process and system failures that significantly disrupt the availability and quality of the services
that we provide; prevent our security measures from being breached, or our services from being degraded as a result of security
breaches; develop new services that meet customer demands and generate acceptable margins; effectively manage expansions
to our operations; provide services that do not infringe the intellectual property and proprietary rights of others; attract and retain
qualified management and other personnel; and meet all of the terms and conditions of debt obligations.

Discussions of additional factors, risks, and uncertainties can be found within Level 3's and tw telecom’s respective filings
with the Securities and Exchange Commission. Statements in this communication should be evaluated in light of these important
factors, risks, and uncertainties. Any forward-looking statement made in this communication is based only on information currently
available and speaks only as of the date on which it is made. Except for the ongoing obligation to disclose material information
under the federal securities laws, neither Level 3 nor tw telecom undertake any obligation to, and each expressly disclaim any
such obligation to, update, alter or otherwise revise any forward-looking statement, whether written or oral, that may be made from
time to time to reflect new information, circumstances, events or otherwise that occur after the date such forward-looking
statement is made unless required by law.




Item 9.01. Financial Statements and Exhibits

(a) Financial Statements of Business Acquired
The audited consolidated financial statements as of December 31, 2013 and 2012 and for the years ended December 31,
2013, 2012 and 2011 of tw telecom are filed herewith as Exhibit 99.1 and incorporated in this Item 9.01(a) by reference;
and the unaudited condensed consolidated financial statements as of March 31, 2014 and December 31, 2013 and for the
periods ended March 31, 2014 and 2013 of tw telecom are filed herewith as Exhibit 99.2 and incorporated in this Item 9.01
(a) by reference.

(b) Pro Forma Financial Information
The unaudited pro forma condensed combined financial statements of Level 3 as of and for the three months ended March
31, 2014 and for the year ended December 31, 2013, giving effect to the tw telecom transaction, are filed herewith as
Exhibit 99.3 and incorporated in this Item 9.01(b) by reference.

(c) Shell Company Transactions

Not applicable




(d) Exhibits

23.1 Consent of Ernst & Young LLP.

99.1 Audited consolidated financial statements of tw telecom as of December 31, 2013 and 2012 and for the years ended
December 31, 2013, 2012 and 2011.

99.2 Unaudited condensed consolidated financial statements of tw telecom as of March 31, 2014 and December 31, 2013 and for
the periods ended March 31, 2014 and 2013.

99.3 Unaudited pro forma condensed combined financial statements of Level 3 as of and for the three months ended March 31,
2014 and for the year ended December 31, 2013.




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, hereunto duly authorized.

Level 3 Communications, Inc.

By: /s/ Neil J. Eckstein
Neil J. Eckstein, Senior Vice President

Date: August 7, 2014
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99.2 Unaudited condensed consolidated financial statements of tw telecom as of March 31, 2014 and
December 31, 2013 and for the periods ended March 31, 2014 and 2013.

99.3 Unaudited pro forma condensed combined financial statements of Level 3 as of and for the three months
ended March 31, 2014 and for the year ended December 31, 2013.



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration Statements:

1) Registration Statements (Form S-3 Nos. 333-53914, 333-156709, 333-160493, 333-162854 and 333-178060) of Level 3
Communications, Inc. and

2) Registration Statements (Form S-8 Nos. 333-79533, 333-42465, 333-68447, 333-58691, 333-52697, 333-115472, 333-
115751, 333-174354, 333-177977 and 333-189832) of Level 3 Communications, Inc.

of our report dated February 14, 2014 (except Note 14, as to which the date is August 7, 2014), with respect to the consolidated

financial statements of tw telecom inc. included in this Current Report (Form 8-K) of Level 3 Communications, Inc., filed with the
Securities and Exchange Commission on August 7, 2014.

/sl Ernst& Young LLP

Denver, Colorado
August 7, 2014



Exhibit 99.1

tw telecom inc.

Index to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholderswftelecom inc.

We have audited the accompanying consolidated balsineets dfv telecom inc.(the “Company”) as of December 31, 2013 and 2012,
and the related consolidated statements of opestammprehensive income, cash flows and changgsdéiholders’ equity for each of the
three years in the period ended December 31, Z201Xke financial statements are the responsibilitie@ Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on lasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢onsolidated financial position of the
Company at December 31, 2013 and 2012, and thelkdaied results of its operations and its casWwdléor each of the three years in the
period ended December 31, 2013, in conformity Wwit8. generally accepted accounting principles.

/sl Ernst & Young LLP

Denver, Colorado
February 14, 2014 (except Note 14, as to whicld#te is August 7, 2014)
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tw telecom inc.

CONSOLIDATED BALANCE SHEETS
December 31, 2013 and 2012

2013 2012
(amounts in thousands, except per share amoun
ASSETS
Current assets:
Cash and cash equivalents $ 284,41¢ $ 806,72
Investments 194,57t 167,56¢
Receivables, less allowances of $6,748 and $7r@6pectively 107,25¢ 99,70:
Prepaid expenses and other current assets 22,54t 19,16
Deferred income taxes 54,02¢ 76,16(
Total current assets 662,82 1,169,31!
Property, plant and equipment 4,675,33! 4,247,86
Less accumulated depreciation (2,980,379 (2,755,62)
1,694,95 1,492,24
Deferred income taxes 96,08 101,88!
Goodwill 412,69« 412,69:
Intangible assets, net of accumulated amortization 11,55t 17,57¢
Other assets, net 44,34 30,01t
Total assets $ 2,922,461 $ 3,223,73
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 38,45¢ % 55,85:
Deferred revenue 48,37 45,47
Accrued taxes, franchise and other fees 55,04 60,84«
Accrued interest 21,60¢ 20,34:
Accrued payroll and benefits 52,60« 45,72°
Accrued carrier costs 25,50" 30,76
Current portion debt and capital lease obligatioes, 32,47( 374,96
Other current liabilities 35,24: 29,16:
Total current liabilities 309,29t 663,13!
Long-term debt and capital lease obligations, net 1,916,77! 1,384,24
Long-term deferred revenue 20,04¢ 23,17"
Other long-term liabilities 40,27+ 41,24(
Commitments and contingencies (Note 10)
Stockholders’ equity:
Preferred stock, $0.01 par value, 20,000 shardé®eréd, no shares issued and
outstanding — —
Common stock, $0.01 par value, 439,800 shares apdiolp 153,760 and 151,953
shares issued, respectively 1,53¢ 1,52(
Additional paid-in capital 1,701,35 1,843,12
Treasury stock, 12,593 and 556 shares, at coggctgely (357,979 (20,979
Accumulated deficit (708,979 (721,79)
Accumulated other comprehensive income 12¢ 65
Total stockholders’ equity 636,06¢ 1,111,93
Total liabilities and stockholders’ equity $ 2,922,461 $ 3,223,73

See accompanying notes to the consolidated finbsteiements.
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tw telecom inc.

CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31, 2013, 2012 and 2011

2013 2012 2011
(amounts in thousands, except per share amounts)
Revenue:
Data and Internet services $ 851,29° $ 746,297 $ 646,68:
Voice services 373,66t 363,74 338,65!
Network services 308,81¢ 330,08t 350,70¢
Intercarrier compensation 30,12( 30,12% 30,84¢
Total revenue 1,563,90: 1,470,25! 1,366,89.

Costs and expensés
Operating (exclusive of depreciation, amortizatiowl accretion

shown separately below) 658,08( 617,55: 571,46
Selling, general and administrative 392,13: 341,42: 325,53t
Depreciation, amortization and accretion 308,76¢ 284,29:. 283,32¢
Total costs and expenses 1,358,98! 1,243,26! 1,180,32!
Operating income 204,92: 226,98 186,56:
Interest expense (96,13¢) (93,757 (87,719
Debt extinguishment costs (39,319 (77 —
Interest income 692 792 54t
Income before income taxes 70,16: 133,94¢ 99,39(
Income tax expense 33,70t 57,05¢ 41,47¢
Net income $ 36,45¢ $ 76,88t $ 57,91
Earnings per share:
Basic $ 028 $ 051 $ 0.3¢
Diluted $ 024 $ 05C $ 0.3¢
Weighted average shares outstanding:
Basic 144,92( 147,67" 147,24
Diluted 146,48( 150,05¢ 149,34¢

@ Includes non-cash stock-based employee compensxpense (Note 1):

Operating $ 2,17¢ % 1,90 $ 2,32

Selling, general and administrative $ 36,65 $ 27,3%¢ $ 25,49(

See accompanying notes to the consolidated finbsteitements.
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tw telecom inc.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Years Ended December 31, 2013, 2012 and 2011

2013 2012 2011
(amounts in thousands)

Net income $ 36,45¢ $ 76,88t $ 57,911
Other comprehensive income, net of tax:

Unrealized gain on cash flow hedging activitied, afetax — — 1,81¢

Unrealized gain on available for sale securities,af tax 63 46 32
Other comprehensive income, net of tax 63 46 1,84¢
Comprehensive income $ 36,527 § 76,93¢ § 59,75¢

See accompanying notes to the consolidated finbsteiements.
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tw telecom inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2013, 2012 and 2011

2013 2012 2011

(amounts in thousands)
Cash flows from operating activities:

Net income $ 36,45¢ $ 76,88t $ 57,91:
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation, amortization and accretion 308,76¢ 284,29:. 283,32¢
Deferred income taxes 30,73¢ 48,55¢ 35,75¢
Stock-based compensation 38,83: 29,30( 27,815
Loss on debt extinguishment 39,31 77 —
Discount on debt, amortization of deferred dehiéssosts and other 10,727 25,46¢ 23,38¢
Changes in operating assets and liabilities:
Accounts receivable, net (7,55% (3,52) (14,589
Prepaid expenses and other current and noncussetsa (1,559 1,49¢ (7,627)
Accounts payable (12,099 (429 (6,339
Accrued interest 1,19 6,39: (1,267
Accrued payroll and benefits 7,001 1,46¢ 2,56¢
Deferred revenue, current and noncurrent (237) 4,09¢ 11,79:
Other current and noncurrent liabilities (14,13) (10,419 (9,16¢)
Net cash provided by operating activities 438,46 463,67t 403,58t
Cash flows from investing activities:
Capital expenditures (372,86 (338,119 (340,73)
Purchases of investments (312,529 (243,049 (223,639
Proceeds from sale of investments 283,84! 204,62¢ 208,34(
Equipment purchases in advance of installationathdr, net (14,570 2,56¢ 3,23(
Net cash used in investing activities (416,119 (373,97) (352,799
Cash flows from financing activities:
Proceeds from issuance of common stock upon exeofistock options 64,32t 23,42 16,97
Taxes paid related to net share settlement of yquiirds (20,830) (9,962 (7,007%)
Purchases of treasury stock (406,519 (13,409 (58,567)
Excess tax benefits from stock-based compensation 692 1,21: 1,38t
Proceeds from modification of debt, net of finamcaosts 49,68 — —
Retirement of debt obligations (991,979 (101,519 —
Proceeds from issuance of debt, net of financirsgsco 765,80( 470,79t —
Payment of debt and capital lease obligations (5,830 (6,915 (7,106
Net cash provided by (used in) financing activities (544,65)) 363,62 (54,319
Increase (decrease) in cash and cash equivalents (522,309 453,33: (3,528
Cash and cash equivalents at beginning of period 806,72¢ 353,39: 356,92:
Cash and cash equivalents at end of period $ 284,41¢ $ 806,72¢ $ 353,39
Supplemental disclosures of cash flow information:
Cash paid for interest $ 85,20¢ $ 63,08: $ 67,56¢
Cash paid for debt extinguishment costs $ 32,66 $ — 3% _
Cash paid for income taxes, net of refunds $ 463, $ 7801 $ 3,231
Non-cash investing & financing activities:
Addition of capital lease obligation $ 129,01¢ $ 5307 $ 2,00(¢

See accompanying notes to the consolidated finbsteiements.






tw telecom inc.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY
Years Ended December 31, 2013, 2012 and 2011

Accumulated

Common Stock  Treasury Stock  aAdditional other Total
paid-in  Accumulated comprehensive stockholders’
Shares Amount Shares Amount capital deficit income (loss) equity
(amounts in thousands)

Balance at December 31, 2010 151,95 $ 1,52( (2,707 $ (45,82) $1,802,94 $ (790,17) $ (1,829 $ 966,64
Net income — — — — — 57,91 — 57,91:
Other comprehensive incom
net of tax — — — — — — 1,84¢ 1,84¢
Excess tax benefits (shortfal
from stock-based
compensation, net — — — — 10C — — 10cC
Purchases of treasury stock — — (3,179 (58,569 — — — (58,567)
Exercise of stock options net
of withholdings to satisfy
employee tax obligations up
vesting of stock awards — — 1,45¢ 25,527 (7,907 (7,660 — 9,96¢
Stock-based compensation — — 1,512 25,70( 28,71 (26,59¢) — 27,81’

Balance at December 31, 2011 151,95: 1,52( (2,909 (53,15¢)  1,823,85! (766,519 19 1,005,72.
Net income — — — — — 76,88¢ — 76,88¢
Other comprehensive income,
net of tax — — — — — — 46 46
Excess tax benefits (shortfal
from stock-based
compensation, net — — — — (69) — — (69)
Purchases of treasury stock — — (596) (13,409 — — — (13,409
Exercise of stock options ne
of withholdings to satisfy
employee tax obligations up:
vesting of stock awards — — 1,76¢ 32,50: (12,616 (6,425 — 13,46:
Stock-based compensation — — 1,181 23,08: 31,95t (25,739 — 29,30(

Balance at December 31, 2012 151,95: 1,52( (556€) (10,979 1,843,12 (721,79) 65 1,111,93
Net income — — — — — 36,45¢ — 36,45¢
Other comprehensive incom
net of tax — — — — — — 63 63
Reacquisition of the equity
component of convertible
debentures — — — — (179,194 — — (179,194
Purchases of treasury stock — —  (14,78) (415,52) — — — (415,52)
Exercise of stock options net
of withholdings to satisfy
employee tax obligations up
vesting of stock awards 1,30¢ 13 2,531 65,787 (5,400 (16,904 — 43,49¢
Stock-based compensation 49¢ 5 21€ 2,741 42,82¢ (6,740 — 38,83:

Balance at December 31, 2013 153,76( $ 1,53t (12,59) $(357,97) $1,701,35 $ (708,97) $ 126 $ 636,06

See accompanying notes to the consolidated finbsteiements.
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tw telecom inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Summary of Significant Accountig Policies
Description of Business and Capital Structure

tw telecom inc.(the “Company”), a Delaware corporation, is a legdaational provider of managed network servicpscilizing in
business Ethernet, data networking, convergeda#iedvirtual private network or "IP VPN", Intereicess, voice, including voice over
Internet Protocol or "VolP", and network securigngces to enterprise organizations, including pubéctor entities, and carriers throughout
the United States, including their global locations

The Company has one class of common stock outstamdth one vote per share. The Company also Isoaized to issue shares of
preferred stock. The CompasyBoard of Directors has the authority to establsting powers, preferences and special rightsHfempreferre:
stock. No shares of preferred stock have beendssue

Basis of Consolidation

The consolidated financial statements include toants of the Company and all entities in whiagh @ompany has a controlling
voting interest (“subsidiaries”). Significant intempany accounts and transactions have been etadina

Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresp(‘GAAP”) requires
management to make estimates and assumptiondfénztttae reported amounts of assets and liaksligiethe date of the financial statements
and the reported amounts of revenue and expenseg dloe reporting period. Actual results couldf@iffrom those estimates. Areas that
require significant management judgments includerme and other taxes, revenue and receivable&-s&sed compensation, long-lived
assets, regulatory fees, asset retirement obliggtevaluation of impairment of goodwill and lorged assets, and carrier liabilities.

Segment Reporting
Because its business is centrally managed, the @ayngperates in one segment across the UnitedsState

Cash Equivalents and | nvestments

The Company considers all highly liquid debt instants with an original maturity of three monthdess, when purchased, to be cash
equivalents. The appropriate classification of séies is determined at the time of purchase anddsaluated as of the end of each period.
Debt securities are classified as held-to-matwrityen the Company has the positive intent and ghidithold the securities to maturity and are
carried at amortized cost. Debt securities notsifi@sl as held-to-maturity are classified as avddgor-sale. Available-for-sale securities are
carried at fair value, with the unrealized gaind &sses, net of tax, reported in other comprelerisicome or loss. Gains and losses on
investments are calculated using the specific ifleation method and are recognized during theqekthe investment is sold. See Note 3 for
further information.

At December 31, 2013 and 2012 , the Company hadatesl funds held at financial institutions of &million and $1.3 million ,
respectively. These amounts were included in atheent assets and are restricted because thewniyireecure outstanding surety bonds.

Receivables

The Company generally bills in advance for the migjof the services it provides and does not regsignificant collateral from its
customers. The Company evaluates whether recevabdereasonably assured of collection by evalnaticertain factors, including ongoi
credit evaluations of significant customers’ finehcondition, and provides an allowance for doubdfccounts based on the expected
collectability of all receivables. The allowance fmubtful accounts was $6.7 million , or 6% ofggseceivables, at December 31, 2013, and
$7.1 million , or 7% of gross receivables, at DebenB1, 2012 .
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tw telecom inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Property, Plant and Equipment

Property, plant and equipment are recorded atecas#pt for assets acquired through acquisitiorusfriesses, which are recorded at
value. Construction costs, labor and applicabletoed related to the development, installationemansion of the Company’s network, and
interest costs related to construction are capédli Capitalized labor and applicable overhead %81e3 million , $75.3 million and $71.6
million for the years ended December 31, 2013 2281d 2011 , respectively. Capitalized interest 884 million , $1.3 million and $2.1
million for the years ended December 31, 2013 2281id 2011 , respectively. Repairs and mainteneosts are charged to expense when
incurred. The Company disposes of assets thatoal@nger in use. Losses on such disposals arededlas a component of depreciation
expense and were $1.6 million , $1.1 million and4$tillion for the years ended December 31, 2024@12 and 2011 , respectively.

The Company licenses the right to use fiber omjzacity from Time Warner Cable, Inc. in 16 marké&smcast Corporation (as
successor to Time Warner Cable) in three marketsaraffiliate of Bright House Networks, LLC in fomarkets. The Company pays and
records as a component of property, plant and ewgnp its allocable share of the cost of fiber amstruction incurred by Time Warner
Cable, Inc., Comcast Corporation and the Bright$¢oNetworks, LLC affiliate on routes where the jgarfointly constructed fiber networks.

Depreciation is calculated on the straight-linelmetover estimated useful lives as follows:

Buildings and improvements 10-20 years or lease term, if shorter

Communications network equipment 5-15 years

Vehicles and other equipment 3-10 years

Fiber and right to use 20 years or lease tershafter
Income Taxes

Deferred income taxes are provided for tempordiferdinces between the carrying amounts of assetfiailities and the amounts
used for tax purposes. The impact of a tax posiiagecognized in the financial statements if fhagition is more likely than not to be
sustained on audit, based on technical meritseoptsition. The Company does not record a valuailoavance against net deferred tax
assets when it is more likely than not that thedaéérred tax asset will be realized.

Goodwill

The Company performs impairment tests at leastahnaon all goodwill pursuant to relevant accougtstandards which require
goodwill to be assigned to a reporting unit andeidsising a consistent measurement date. For pesmdsesting goodwill for impairment, t
Company’s goodwill has been assigned to the Conipame consolidated reporting unit and is testethanfourth quarter of each year or
more frequently if impairment indicators arise. éhdial impairment is indicated when the book valfia reporting unit, including goodwiill,
exceeds its fair value. If a potential impairmexists, the fair value of the reporting unit is caamgd to the fair value of its assets and
liabilities, excluding goodwill, to estimate thepired value of the reporting unit's goodwill. If ampairment charge is deemed necessary, a
charge is recognized for any excess of the carrgmgunt of the reporting unit’'s goodwill over timeglied fair value. Considerable
management judgment is necessary to estimateitheafae of assets; accordingly, actual resultdadteary significantly from estimates.
There were no goodwill impairment charges durirggythars ended December 31, 2013 , 2012 or 2011 .

Other Assets

Other assets primarily include deferred debt isseaosts, which are amortized to interest expeusetbe life of the respective debt
agreements, and long-term prepaid service conttiaatsare amortized over the service period.
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I mpairment of Long-Lived Assets

The Company periodically reviews the carrying antewi property, plant and equipment and its idétiie intangible assets whenever
current events or circumstances indicate the aagrgimounts may not be recoverable. An impairmergdsired when the net book value of
an asset exceeds the expected future undiscouasbdlows to be generated by that asset or groags#ts and the loss is measured by the
amount that the carrying value of the assets exctwgir fair value. Considerable management juddisemecessary to estimate the fair value
of assets; accordingly, actual results could vemynfestimates. Assets to be disposed of are catitte lower of their carrying amount or 1
value less costs to sell. The Company’s asset imgaiit tests did not result in any impairment chardigring the years ended December 31,
2013, 2012 or 2011 .

Asset Retirement Obligations

The Company records the estimated fair value afsset retirement obligation when incurred. The @aged asset retirement costs are
capitalized as part of the carrying amount of tregtlived asset and depreciated over the asseirsaged useful life. The Company has asset
retirement obligations related to decommissionifiglectronics in leased facilities and the remafatertain fiber and conduit systems.
Considerable management judgment is required imashg these obligations. Important assumptiotute estimates of retirement costs,
the timing of the future retirement activities ahe likelihood of retirement provisions being emfd. Changes in these assumptions based o
future information could result in adjustments stirmated liabilities.

Regulation and Other Contingencies

The Company is subject to significant governmeit jarisdictional regulation, some of which is urteér due to legal challenges of
existing rules. Such regulation is subject to diffg interpretations, inconsistent application &g resulted in disputes with carriers and
municipalities regarding the classification of frafrights-of-way, rates and minutes of use.

Management estimates and accrues for its estini@i®bable losses associated with government angtljational regulation and other
carrier contingencies. These estimates are basadsamptions and other considerations includingissuof traffic patterns, expectations
regarding regulatory rulings, historic experiennd angoing negotiations. The Company evaluate®tfeserves on an ongoing basis and
makes adjustments as necessary.

Revenue
The Company'’s revenue is derived primarily fromibass communications services comprised of thewvailg:

« Data and Internet services include servicesdhable customers to connect their internal commeégwrorks between locations
and to access external networks, including Inteaseess and data transport at high speeds usiegnéttprotocol, local and wide-
area business Ethernet and IP VPN solutions, ingduskervice enhancements that provide custometsmitre visibility and control
over their Ethernet services which we refer tohas"tntelligent Network". Data and Internet sergi@so include a portfolio of
managed services including the data and Intermapoaents of converged services, which fully intégga combination of certain
communication applications including IP VPN, Intetrenterprise Session Initiation Protocol ("SiPtinking (a VolP solution),
security and managed router service into a singleaged IP solution; and the data and Internet capmts of integrated services,
which enable customers to purchase a full arragcoéss options that include Internet services.

» Voice services are traditional voice capabilitibether provided over TDM or VolIP, including tlkegsrovided as standalone
and bundled services, long distance and toll fezeices. Voice services also include the voice comepts of managed and
integrated services.

» Network services are point-to-point services thatsmit voice, data and images using state-cithéber optics, and
collocation services that provide secure space eatitrolled climate and power where customers ocaaté their equipment to
connect to the Company's network in facilities pgeid for enterprise information technology enviremtal requirements.

The Company also generates revenue from intercaoiapensation, comprised of switched access sand reciprocal
compensation. Switched access represents the ceatpenfrom another carrier for the delivery offiafrom a long distance carrier’s point
of presence to an end-user’s premises providedigfwrthe Company’s switching facilities. The Fed&ammunications Commission
("FCC") and state public utility commissions regalawitched access rates in their respective jistisds. Reciprocal compensation
represents compensation from local exchange cau(fieECs”) for local exchange traffic originated another LECS facilities and terminate
on the Company’s facilities.
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The Company’s customers include enterprise orgfaizain a wide variety of industry segments inahggl among others, the financial
services, technology and scientific, health caigridution, manufacturing and professional sersitelustries, data centers, cloud application
providers, public sector entities, system integsatmd communications service providers, includimmgmbent local exchange carriers
("ILECs"), competitive local exchange carriers ('"EXLs"), wireless communications companies and cabiganies.

Revenue for network, data and Internet, and theritajof voice services is generally billed in adea on a monthly fixed rate basis
recognized over the period the services are prdviRevenue for the majority of intercarrier comit and certain components of voice
services, such as long distance, is generallydbdle a transactional basis in arrears based ostaroers actual usage; therefore, estimate:
used to recognize revenue in the period earned.

The Company evaluates whether receivables arerrebloassured of collection based on certain factacluding the likelihood of
billing being disputed by customers. If there isiling dispute with a customer, revenue generillyot recognized until the dispute is
resolved. The Company does not recognize reverageiased with contract termination charges unthcis received.

The Company classifies certain taxes and feegdhileustomers and remitted to government autlesriin a gross versus net basis in
revenue and expense. In making this determinatiienCompany assesses, among other things, whath&@umpany is the primary obligor
principal taxpayer for the taxes and fees assdssealch jurisdiction where the Company does businesurisdictions where the Company
determines that it is the principal taxpayer, tlrenpany records the taxes and fees on a gross badigling the taxes and fees in revenue
expense. In jurisdictions where the Company detaemthat it is merely a collection agent for thgegament authority, the Company records
the taxes on a net basis. The total amounts dledsis revenue, primarily included in voice sersjassociated with such taxes and fees were
approximately $83.2 million , $79.8 million and $63nillion for the years ended December 31, 202312 and 2011 , respectively.

Operating Expenses

Operating expenses consist of costs directly rélatehe operation and maintenance of the Comparstisork and the provisioning of
services, but exclude depreciation, amortizatich &etretion, which is reported separately. Theséscahich are net of capitalized labor and
overhead costs on capital projects (see “PropBtant and Equipment” above), include the salanekralated expenses of customer care,
provisioning, network maintenance, technical fiefdl network operations and engineering personasts ¢o repair and maintain the
Company'’s network, and costs paid to other carf@raccess to their facilities, interconnectiond dacilities leased and associated utilities.

Accumulated Other Comprehensive | ncome

The balance in accumulated other comprehensivariaas of December 31, 2013 relates to the Compimwgstments that are
classified as available-for-sale securities. Thenfany recognized no material changes in accumutatest comprehensive income for the
year ended December 31, 2013. There were no signifitems reclassified out of accumulated othenmehensive income for the ye
ended December 31, 2013.

Significant Customers

The Company has substantial business relationshtpsa few large customers, including major telecmmications carriers. The
Company'’s 10 largest customers accounted for areggte of 18% , 18% and 20% of the Company’s tetatnue for the years ended
December 31, 2013, 2012 and 2011 , respectivadycidtomer accounted for 5% or more of total reedni2013 , 2012 and 2011 .

Stock-Based Compensation

The Company recognizes the cost of stbaked employee compensation payments as expensthevequisite service period, whicl
generally the vesting period of the award. Thevalue of restricted stock awards and restrictedkstnits granted is determined based or
market price of the Company’s common stock at tite df grant. The fair value of options is estirdagéthe date of grant using a Black-
Scholes option pricing model. For purposes of tiaa expense recognized in the years ended Dece3tbh2013 , 2012 and 2011 , the
estimated fair value of the share-based paymeisrisrally amortized to expense on a straightbess (net of estimated forfeitures) over
the award’s vesting period.
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Expected volatilities are based on the historicdatility of the Company’s common stock over a pdrgenerally commensurate with
the expected term of the option. The risk-free fatestock options granted during the period iedeined by using the U.S. Treasury rate for
the nearest period that coincides with the expeteted. The expected term of stock options represiet weighted-average period the stock
options are expected to remain outstanding andssdon historical data.

Recently Adopted Accounting Pronouncements

In February 2013, the Financial Accounting Stangdd@dard (the "FASB") issued an accounting standarthte that requires entities to
provide information about the amounts reclassiistiof accumulated other comprehensive income bypoment. Additionally, entities are
required to present, either on the face of thenfiiedl statements or in the notes, significant an®ueclassified out of accumulated other
comprehensive income and the respective incomernséatt line items affected by the reclassificatibme guidance does not change the
current requirements for reporting net income dieotomprehensive income. The accounting standaddta is effective on a prospective
basis for interim and annual periods beginningrdiecember 15, 2012. The Company adopted this atiogustandard update in the three
months ended March 31, 2013. This update affeateskptation and disclosure, but did not affectGbenpany's consolidated financial
position, results of operations or cash flows. @exumulated Other Comprehensive Income" above.

2. Earnings Per Common Share and Potential Commonhare

Basic earnings per common share ("EPS") is measigéoe income allocated to common stockholdeiigelivby the weighted average
outstanding common shares for the period. Dilute® ks similar to basic EPS but presents the déutiffect on a per share basis of potential
common shares (such as convertible securitiestacll eptions) as if they had been converted toeshat the beginning of the period
presented. Potential common shares that have adilnive effect (e.g. , those that increase income per share) are exdfuden diluted
EPS.

The following is a reconciliation of the numeratarsed denominators used in the basic and diluteddeR$utations:

Years ended December 31,
2013 2012 2011
(amounts in thousands, except per share amounts)

Numerator
Net income $ 36,45¢ $ 76,88¢ $ 57,91:
Allocation of net income to unvested restricteccktawards (700 (1,609 (1,099
Net income allocated to common stockholders, basic 35,75¢ 75,28¢ 56,81¢
Net income allocated to common stockholders, dilute $ 35,75¢ $ 75,28: $ 56,81¢
Denominator
Basic weighted average shares outstanding 144,92( 147,67" 147,24
Dilutive potential common shares:
Stock options 923 1,67¢ 1,49¢
Unvested restricted stock 637 70t 607
Diluted weighted average shares outstanding 146,48( 150,05¢ 149,34¢
Basic earnings per share $ 0.2 $ 051 $ 0.3¢
Diluted earnings per share $ 024 $ 05C $ 0.3¢

Restricted stock awards and restricted stock tmike settled in common stock upon vesting, whiehevexcluded from the
computation of diluted weighted average sharegandiing because their inclusion would be anti-gikjttotaled 2.7 million shares for the
year endeDecember 31, 2013 . Shares of common stock sufojéssuance upon conversion of the Company'ss2 Convertible Senior
Debentures due 2026 (the "Convertible Debenturegtjons to purchase shares of the Company's consteck and restricted stock awards
and restricted stock units to be settled in comstook upon vesting, which were excluded from thegotation of diluted weighted average
shares outstanding because their inclusion woulshttiedilutive, totaled 23.2 million shares and2illion shares at December 31, 2Gir®)
2011 , respectively.
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3. Investments

The Company’s investments at December 31, 20128h8 are summarized as follows:

December 31,
2013 2012
(amounts in thousands)

Cash equivalents:

U.S. Treasury money market mutual funds $ 28,84 % 262,96°
Commercial paper 1,33t 30,69:
Prime money market mutual funds — 425,16!
Certificates of deposit — 8,00(
Debt securities issued by U.S. Government agencies — 4,99¢
Total cash equivalents $ 30,18C $ 731,82
Investments:

Commercial paper $ 75,46( $ 32,48(
Debt securities issued by the U.S. Treasury 69,62¢ 89,87(
Debt securities issued by U.S. Government agencies 49,48¢ 45,214

Total investments $ 194,57¢ $ 167,56

Total cash equivalents and investments $ 224,75t $ 899,38

At December 31, 2013 and December 31, 2012 , thigiog values of investments included in cash amghcequivalents approximated
fair value. The aggregate fair value of availaldegale securities by major security type is ineltiéh Note 7. The amortized cost basis of the
available-for-sale securities was not materialffetlent from the aggregate fair value. The contrakimaturities of the Company’s available-
for-sale securities are all within one year.

Proceeds from the sale and maturity of availableséde securities during the year ended Decemhe2@®li3 , 2012 and 2011 were
$283.8 million , $204.6 million and $208.3 milligmespectively. The Company recognized no matariatalized or realized net gains or
losses from available-for-sale securities durireytbars ended December 31, 2013, 2012 and 2011 .
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4. Property, Plant and Equipment

Property, plant and equipment consists of:

December 31,
2013 2012

(amounts in thousands)

Communications network equipment $ 3,090,97 $ 2,869,30.
Fiber and right to use 1,283,47. 1,089,211
Vehicles and other equipment 239,51( 227,97
Land, buildings and improvements 61,37: 61,37"

4,675,33! 4,247,86:
Less accumulated depreciation (2,980,379 (2,755,62)
Total $ 1,694,95 $ 1,492,241

Depreciation expense was $300.0 million , $275/8aniand $274.5 million for the years ended Decentiil, 2013, 2012 and 2011 ,
respectively.
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The Company’s asset retirement obligations areided as a component of other long-term liabilitiethe consolidated balance sheets.
The following table provides asset retirement ddtlign liability activity for the years ended Decesni81, 2013 , 2012 and 2011 :

Years ended December 31,
2013 2012 2011
(amounts in thousands)

Asset retirement obligations:

Balance at January 1 $ 29,55. % 25,13¢ % 23,14
Accretion expense 2,791 2,27: 2,08t
Liabilities incurred 1,64( 2,48: —
Liabilities settled — (342 (88)
Change in estimate (10,199 — —

Balance at December 31 $ 23,79: $ 29,55: $ 25,13¢

During 2013, the Company revised its estimatef@timing and amounts of its original estimate iodiscounted cash flows related to
certain future asset retirement obligations. Thesesions resulted in a reduction of $10.2 milltorits asset retirement obligations and an
offsetting reduction to property, plant and equipiria the Company's consolidated balance sheetbdéoyear ended December 31, 2013.

5. Intangible Assets
Goodwill
The Company had goodwill of $412.7 million at b&tacember 31, 2013 and 2012 .

Definite Life Intangibles

Definite life intangibles consist primarily of adged customer relationships. Definite life intarigilssets are amortized using methods
that correlate to the pattern in which the econdmeicefits are expected to be realized. Customatioakhips are amortized using the sum of
the years digits method over an estimated lifeQoydars. Other intangible assets, primarily acaglinéangible assets, are amortized on a
straight-line basis using expected lives of foul@ryears. Definite life intangible assets subjeamortization were as follows:

December 31, 2013 December 31, 2012
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Value Amortization Value Value Amortization Value
(amounts in thousands)
Customer relationships $ 59,08t $ (63,17) $ 590¢ $ 59,08t $ (49,059 $ 10,027
Other 12,39: (6,74¢) 5,64¢ 12,39: (4,84)) 7,551
$ 71,47¢ % (59,929 $ 11,55 $ 71,47¢ % (53,900 $ 17,57¢

Intangible asset amortization expense was $6.0omi/l$6.2 million and $6.7 million for the yeamnsded December 31, 2013 , 2012 and
2011, respectively.

The amortization expense related to intangibletasseorded as of December 31, 2@dr3each of the five succeeding years is estir
as follows: 2014 — $4.9 million ; 2015 — $3.9 nolti ; 2016 — $2.2 million ; 2017 — $0 and 2018 — $0
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6. Long-Term Debt

The components of long-term debt at December 313 20d 2012 were as follows:

Date of Outstanding balance
Issuance/ Interest Interest Original as of December 31,
Amendment Maturity Payments Rate Principal 2013 2012

(amounts in thousands)
Term Loan B—

At least Eurodollar rate +
D ber 2016 t h
@ oemoer AN Dec2010  Dec2016  quarterly 3.25% $ 474100 $ — $ 463,01
At least Eurodollar rate +
Term Loan B Apr 2013 Apr 2020 quarterly 2.50% 520,00( 517,40( —
8% Senior Notes
Mar 2010 Mar 2018  Mar/Sept 8% 430,00( 23,47¢ 430,00(
53/ % Senior Notes
Oct 2012 Oct 2022 Apr/Oct 5 3/8% 480,00( 480,00( 480,00(
53/ % Senior Notes
Aug 2013 Oct 2022 Apr/Oct 5 3/8% 450,00( 450,00( —
63/ ¢% Senior Notes
Aug 2013 Sept 2023 Mar/Sept 6 3/8% 350,00( 350,00 —
23/ §% Convertible
Senior Debentures ,
Mar 2006 Apr 2026 Apr/Oct 2 3/8% 373,75( — 373,74:
Total debt $ 1,820,870 $ 1,746,76
Unamortized
discounts (18,680) (7,642)
Current portion (28,597 (373,020
Total long-term debt $ 1,773,600 $ 1,366,09

o The Term Loan B due December 2016 was amendednh2§13 to increase the Term Loan to $520 millaord extend the maturity date to April 2020. Seéhgr
discussion below.

The schedule of principal payments on long-ternt dslof December 31, 2013 is as follows (amountldnsands):

2014® $ 28,67¢
2015 5,20(
2016 5,20(
2017 5,20(
2018 5,20(
Thereafter 1,771,401
Total payments $ 1,820,87

® In January 2014w telecom holdings incnotified holders of the 8% Senior Notes due 208 #ii outstanding notes will be redeemed on Marc2014. Therefore, the
maturity date of these notes is reflected in 2@k ('Subsequent Event - 2018 Notes" below).

Modification of Term Loan and Revolver

As of December 31, 2018y telecom holdings inc("Holdings") had a senior secured credit facilityg “Credit Facility”) consisting of
a $463.0 million outstanding amount Term Loan B (therm Loan”) due December 2016 and an undrawnr$@iibn Revolving Credit
Facility (the “Revolver”) expiring December 2014. April 2013, Holdings entered into a Second Amehaded Restated Credit Agreement
("Amendment and Restatement") to increase the Texam to $520 million and extend the maturity datépril 2020. The Term Loan was
issued at an offering price of 99.5% of the priati@mount. Additionally, the Amendment and Restateinincreased the Revolver, which



remains undrawn, to $100 million and extended théunity date to April 2018. Components of the Ameetht and Restatement are
detailed below:

 The Term Loan is a secured obligation, on 4 lies basis, of Holdings and is guaranteed byGbenpany and Holdings’
subsidiaries. Repayments of the Term Loan are dageyly in an amount equal to ¥% of B¥ithe aggregate principal amount
the last day of each quarter. Interest is resebgieally. Based on the Eurodollar rate in effecDacember 31, 2013 , the

effective interest rate was 2.67% . In accordanitie applicable
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accounting guidance, the amended and restated D@mmagreement was accounted for as a modificafidine existing debt.

» The Revolver is secured and guaranteed in tme saanner as the Term Loan. Interest on outstarRigvplver amounts, if any,
will be computed based on a specified Eurodollte pdus 1.75% to 2.75% , depending on the Compamyisolidated total
leverage ratio, as defined in the Revolver, antibvélreset periodically. The Company is requiregdg a commitment fee on
undrawn commitment amounts on a quarterly basis3#5% to 0.5% per annum. The Amendment and Restatt contains
customary affirmative and negative covenants. Mbshe Revolver covenants apply whether or notGbepany draws on that
facility. In addition, if the Revolver were draweertain financial covenants would apply.

53/ % Senior Notes due 2022

In October 2012, Holdings completed a private dafigiof $480 million principal amount of% 3% Senior Notes due 2022 (the "2022
Notes"), at an offering price 100% of the principal amount. The net proceedsisfaffering were used to settle the repurchase and
conversion of the Convertible Debentures. See f&egnt of Convertible Senior Debentures" below. Z022 Notes are unsecured
obligations of Holdings and are guaranteed by thm@any and substantially all of Holdings' subsigisrThe 2022 Notes are redeemable in
whole or in part, at Holdings' option at any timeopto October 1, 2017 at a price equal to 100%hefprincipal amount, plus accrued and
unpaid interest, if any, liquidated damages, if,giys a make-whole premium . Holdings may reddee2022 Notes in whole or in part at

any time on or after October 1, 2017. If a redempticcurs on or after October 1 of the years indatdelow, the redemption premiums will
be as follows:

Year Redemption Price
2017 102.688%
2018 101.792%
2019 100.896%
2020 100.000%

In addition, any time prior to October 1, 2015tre Company's option, the Company may redeem 8p%o of the aggregate principal
amount of the 2022 Notes with net proceeds fromarymaore equity offerings by the Company at a rga@n price of 105.375% of their
principal amount, plus accrued and unpaid inteikahy, and liquidated damages, if any.

8% Senior Notes due 2018

As of December 31, 2012, Holdings had outstandid§Gmillion aggregate principal amount of 8% Semotes due 2018 (the “2018
Note¢"). The 2018 Notes are unsecured obligations ofiifgis and are guaranteed by the Company and stib#iaall of Holdings’
subsidiaries. Holdings may redeem the 2018 Noteghivle or in part at any time on or after Marct2Q14. If a redemption occurs on or after
March 1 of the years indicated below, the redenmpgpicemium will be as follows (see "Subsequent Ev2018 Notes" below):

Year Redemption Price
2014 104.000%
2015 102.000%
2016 100.000%

Debt Offering and Concurrent Cash Tender Offer

In August 2013, Holdings completed a private offgrof $ 800 million Senior Notes, including $ 45@lion principal amount of 5/ ¢
% Senior Notes due 2022 (the "2022 Mirror Notes'graoffering price of 96.250% of the principal amband $ 350 million principal
amount of 6/ §% Senior Notes due 2023 (the "2023 Notes") at &viofy price of 100% of the principal amount. Thet proceeds from the
offerings were used to fund Holdings' repurchasa pértion of its $ 430 million principal amounttbie 2018 Notes that were tendered in a
concurrent cash tender offer (see discussion bedowtYor general corporate purposes.

The 2022 Mirror Notes have substantially the saenms$ and conditions as the 2022 Notes. The 202@bMitotes are unsecured
obligations of Holdings and are guaranteed by tbem@any and substantially all of Holdings’ subsitéar Interest
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accrued on the 2022 Mirror Notes from April 1, 20&8d the first interest payment on the 2022 MiNotes included accrued interest from
April 1, 2013. Purchasers of the 2022 Mirror Ngbesd pre-settlement interest of $ 9.7 million fréwpril 1, 2013 to the settlement date
(August 26, 2013). The 2022 Mirror Notes are redsamin whole or in part, at Holdings' option ay dime prior to October 1, 2017 at a
price equal to 100% of the principal amount, plosraed and unpaid interest, if any, liquidated dgesaif any, plus a make-whole premium .
Holdings may redeem the 2022 Notes in whole orairt gt any time on or after October 1, 2017. kdemption occurs on or after October 1
of the years indicated below, the redemption premsiwill be as follows:

Year Redemption Price
2017 102.688%
2018 101.792%
2019 100.896%
2020 100.000%

In addition, at any time prior to October 1, 20abHoldings’ option, Holdings may redeem up to 38Bthe aggregate principal
amount of the 2022 Mirror Notes with net proceegdsifone or more equity offerings by the Compang egdemption price of 105.375% of
their principal amount, plus accrued and unpaidrest, if any, and liquidated damages, if any.

The 2023 Notes are unsecured obligations of Hokdamyd are guaranteed by the Company and substaatiaf Holdings’
subsidiaries. The 2023 Notes are redeemable inendrah part, at Holdings' option, at any time ptw September 1, 2018 at a price equal to
100% of the principal amount, plus accrued and ishjpderest, if any, liquidated damages, if anysph make-whole premiunHoldings ma
redeem the 2023 Notes in whole or in part at amg tbn or after September 1, 2018. If a redemptémuis on or after September 1 of the
years indicated below, the redemption premiumslvélhs follows

Year Redemption Price
2018 103.188%
2019 102.125%
2020 101.063%
2021 100.000%

In addition, at any time prior to September 1, 2Git6Holdings' option, it may redeem up to 35%haf 4ggregate principal amount of
the 2023 Notes with net proceeds from one or mquéte offerings by the Company at a redemptiongn€ 106.375% of their principal
amount, plus accrued and unpaid interest, if angt,liguidated damages, if any.

In the year ended December 31, 2013, Holdings vedeand accepted tenders of approximately $ 408lidmaggregate principal
amount of the 2018 Notes for $ 438.7 million ireader offer that was made concurrently with thei@eMotes offering. The completion of
this tender offer resulted in debt extinguishmersts of $ 38.9 million , comprised of premiums &gk associated with this tender offer of $
32.2 million and write-offs of unamortized defermebt issuance costs and issuance discount reétathd 2018 Notes of $ 5.1 million and $

1.6 million , respectively. Approximately $ 23.5lhoin principal amount of the 2018 Notes remainetstanding as of December 31, 2013
(see "Subsequent Event - 2018 Notes" below).

As required by a Registration Rights Agreement whihinitial purchasers of the 2022 Mirror Notesl 2023 Notes, Holdings
conducted an exchange offer that closed in Jar2@y¢ to enable the holders of these Notes to exghtire unregistered notes for notes
registered under the Securities Act of 1933 witheasially identical terms. Pursuant to the exchasftgr, $450 million and $350 million in
principal amount of unregistered 2022 Mirror Nodesl 2023 Notes, respectively, were exchanged 60 $illion and $350 million in
principal amount of registered 2022 Mirror Notesl @023 Notes, respectively. The exchange offebfith the 2022 Mirror Notes and the
2023 Notes did not have a material impact on the@my'’s financial position or results of operation.
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Subsequent Event - 2018 Notes

On January 30, 2014, Holdings notified holdershef 2018 Notes that all outstanding 2018 Noteskwilledeemed on March 1, 201«
a redemption price of 104% of the principal amoiie aggregate principal amount of the notes beidgemed is $23.5 million and is
included as a component of current portion debtcapital lease obligations, net in the Companytsotidated balance sheets for the year
ended December 31, 2013.

Retirement of Convertible Senior Debentures

As of December 31, 2012 , the Company had outstgrs873.7 milliorprincipal amount of Convertible Debentures. In adeace witl
authoritative guidance issued by the FASB for cotilvie debt instruments, the Company separate€tivevertible Debentures into debt and
equity components at issuance and assigned a teakaeh. The value assigned to the equity compamasit$120.5 million , net of an
allocable portion of deferred debt issuance cest®f December 31, 2012 , and is included as a opemy of additional paid in capital. The
value assigned to the debt component was $253li®@mdnd represents the estimated fair value, dsepfssuance date (March 29, 2006), of a
similar instrument without the conversion featuree unamortized discount was amortized to intexegense using the interest rate method
through March 31, 2013.

The following table reflects the principal and disat included in the consolidated balance sheeté Becember 31, 2013 and 2012 :

2013 2012
Principal amount of Convertible Debentures $ — 3 373,74
Unamortized discount — (5,649
Net carrying amount of Convertible Debentures$ — $ 368,10(

The Company recognized the following amounts tergdt expense related to the Convertible Debentaréke years ended
December 31, 2013, 2012 and 2011 :

2013 2012 2011
Interest expense, contractual amount &ts26 g 3800 $ 8877 3 8.87¢
Interest expense, amortization of discount 5,64 21,41« 19,67t
Interest expense, amortization of deferred debmisse costs 27¢ 1,09¢ 1,09¢
Total interest expense for Convertible Debentures $ 9,717  $ 31,38¢ % 29,64¢
Effective interest rate on liability component 3.C% 8.5% 8.5%

The Convertible Debentures were redeemable in wirole part at the Company’s option at any timeoomafter April 6, 2013 at a
redemption price equal to 100% of the principal amaf the debentures to be redeemed, plus acangdnpaid interest. On May 29, 2013,
the Company called for redemption all of the rermgjroutstanding Convertible Debentures. HolderefConvertible Debentures had the
option to require the Company to purchase all or giathe Convertible Debentures on April 1, 2048100% of the principal and unpaid
interest, or at any time prior to April 1, 2026,convert the debentures into shares of the Compamorhmon stock. Upon conversion, the
Company had the right to deliver, in lieu of shazesommon stock, cash or a combination of cashstrades of common stock. The Comg
elected to settle its conversion obligation enyiialcash.

For the year ended December 31, 2013, the Comptigdsthe $ 373.7 million principal amount of fBenvertible Debentures for $
552.7 million as a result of the redemption andeptiepurchases by the Company and conversionsldgrisaof the Convertible Debentures.
The excess of the fair value of the debt compoo&fi873.7 million at settlement, or $179.2 milliowas recorded as a reduction to additic
paid in capital.

Debt Offering Costs

For the years ended December 31, 2013, 2012 arid 264 Company deferred debt offering costs of 8 23llion , $ 9.2 million , and
$ 0.1 million, respectively, in connection with debt issuandest are being amortized to interest expense tnergspective terms of the d«
At December 31, 2013 and 2012 , there was $33/®m#énd $19.1 million , respectively, of unamoetizdebt issuance costs.
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Covenant Compliance

As of December 31, 2018y telecom inc.and its wholly-owned subsidiary, Holdings, wereampliance with all of their debt
covenants.
I nterest Expense

Interest expense, including amortization of defétebt issuance costs, discounts, commitment fe¢he effect of interest rate swap
agreements, as applicable, was as follows:

Years Ended December 31,

2013 2012 2011
(amounts in thousands)
Term Loan B - all instruments $ 16,06: $ 18,80( $ 22,29¢
8% Senior Notes 24,19( 35,98( 35,98(
53/ 8% Senior Notes, issued October 2012
26,65: 6,681 —
53/ 3% Senior Notes, issued August 2013
9,37¢ — —
63/ 3% Senior Notes
8,00( — —
23/ % Convertible Senior Debentures i}
9,71 31,38¢ 29,64¢
Revolving Credit Facility (undrawn
volving Credit Facility (undrawn) 664 624 501
Interest expense from debt $ 94,66. $ 93,47 % 88,42t
Other interest expense 1,47¢ 28¢ (707)
Total interest expense $ 96,13¢ $ 93,75" $ 87,71¢

7. Fair Value Measurements

Fair value, as defined by relevant accounting steds] is the price that would be received fromirsgln asset or paid to transfer a
liability in an orderly transaction between marRatticipants at the measurement date. When detignine fair value measurements for
assets and liabilities required to be recordediatvilue, the Company considers the principal ostnadvantageous market in which it would
complete a transaction and considers assumptiabsrtéirket participants would use when pricing theetor liability, such as inherent risk,
transfer restrictions and risk of nonperformance.

Fair Value Hierarchy

Relevant accounting standards set forth a fairevhiararchy that requires an entity to maximizeube of observable inputs and
minimize the use of unobservable inputs when méaagfiair value. A financial instrument’s categotioa within the fair value hierarchy is
based upon the lowest level of input that is sigaift to the fair value measurement. Relevant attoog standards establish three levels of
inputs that may be used to measure fair value:

» Level 1 —Quoted prices in active markets for identical assetiabilities. Level 1 assets that are measatddir value on a recurrir
basis consist of the Company’s investments in primoeey market mutual funds and U.S. Treasury momasket mutual funds that
are traded in an active market with sufficient vouand frequency of transactions, and are incladeal component of cash and cash
equivalents in the consolidated balance sheets.

» Level 2—Observable inputs other than Level 1 prices ssofuated prices for similar assets or liabilitigsoted 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 fraroaroborated by observable market data for snkiatly the full term of the
assets or liabilities. Level 2 assets that are oredsat fair value on a recurring basis consishefCompany’s investments in
certificates of deposit, commercial paper and debtirities issued by the U.S. Treasury and govemhagencies using observable



inputs in less active markets and are includedagponents of cash and cash equivalents and invetdrimethe consolidated balar
sheets. Level 2 liabilities that are measured noticarried, at fair value on a recurring basidude the Company’s long-term debt.
The Company's long-term debt has not been listeghgrsecurities exchange or quoted on an intered@altomated quotation
system. The Company has estimated the fair valits iing-term debt based on indicative pricing Imlied by certain investment

banks or trading levels in our long-term debt.
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» Level 3—Unobservable inputs to the valuation methodoldwt &ire significant to the measurement of fair galfiassets or
liabilities. The Company did not have any Level3ets or liabilities that were measured at fainealt December 31, 2013 and
2012 .

The following tables reflect assets and liabilitieat are measured and carried at fair value @tarring basis as of December 31, 2013
and 2012 :

Fair Value Measurements At

December 31, 2013 Assets/Liabilities
Level 1 Level 2 Level 3 at Fair Value
(amounts in thousands)
Assets

U.S. Treasury money market mutual funds $ 28,84 % — 8 — 8 28,84t
Commercial paper — 1,33t — 1,33t

Investments included in cash and cash
equivalents $ 28,84 % 1,33 $ — 8 30,18(
Commercial paper — 75,46( — 75,46(
Debt securities issued by the U.S. Treasury — 69,62¢ — 69,62¢
Debt securities issued by U.S. Government agen — 49,48¢ — 49,48¢
Short-term investments $ — 3 194,57¢ $ — 3 194,57t
Total assets $ 28,84F $ 19591. $ — 3 224,75t

Fair Value Measurements At
December 31, 2012 Assets/Liabilities
Level 1 Level 2 Level 3 at Fair Value
(amounts in thousands)
Assets

Prime money market mutual funds $ 425,16 $ — 8 — 8 425,16!
U.S. Treasury money market mutual funds 262,96° — — 262,96°
Commercial paper — 30,69: — 30,69:
Certificates of deposit — 8,00( — 8,00(
Debt securities issued by U.S. Government agencies — 4,99¢ — 4,99¢

Investments included in cash and cash
equivalents $ 688,13: $ 43,69: $ — 3 731,82:
Debt securities issued by the U.S. Treasury — 89,87( — 89,87(
Debt securities issued by U.S. Government agen — 45,21 — 45,21
Commercial paper — 32,48( — 32,48(
Short-term investments $ —  $ 167,56: $ — 3 167,56«
Total assets $ 688,13: $ 211,25 $ — % 899,38°
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The following table summarizes the carrying amowamis estimated fair values of the Company’s lomgitdebt, including the current
portion:

December 31, 2013 December 31, 2012
Carrying Fair Value Carrying Fair Value
Value Level 2 Value Level 2
(amounts in thousands)
Term Loan B—December 2016 tranche $ — % — ¢ 463,01¢ $ 465,33
Term Loan B, net of discount 515,06 519,98 — —
8% Senior Notes, net of discount
23,39 24,59 428,00: 470,85(

53/ 3% Senior Notes, issued October 2012

480,00( 474,00( 480,00( 505,20(
53/ 5% Senior Notes, net of discount, issued August
2013

433,74 444 37! — —
62/ % Senior Notes

350,00( 364,00( — —

40 g . . .

23/ 3% Convertible Senior Debentures, net of discout . . 368.10( 512,15
Total debt $ 1,802,19' $ 1,826,95 $ 1,739,121 $ 1,953,54.

8. Income Taxes
Income tax expense (benefit) for the years endextidber 31, 2013, 2012 and 2011 was as follows:

Years ended December 31,
2013 2012 2011
(amounts in thousands)

Current:

Federal $ 31z $ 3,52 % 1,317
State 2,65¢ 4,97¢ 4,40¢
2,967 8,49¢ 5,72¢

Deferred:
Federal 29,73¢ 46,61 34,80(
State 1,00z 1,94¢ 1,82¢
30,73¢ 48,55¢ 36,62¢
Income tax benefit of change in valuation allowance — — (870)
Income tax expense $ 33,70 $ 57,05¢ $ 41,47¢

Total income tax expense differed from the amouantaputed by applying the federal statutory incoeerate of 35% to income before
income taxes as a result of the following itemstfar years ended December 31, 2013, 2012 and:2011

Years ended December 31,

2013 2012 2011
Federal statutory income tax expense 35.(% 35.(% 35.C%
Compensation limitation 6.2 2.8 2.1
State income tax expense, net of federal incomédaefit 3.€ 3.6 4.7

Qtnrlr ~rnMNnancatin 1¢ nAa



Other 1.C 0.€ 0.6
Change in valuation allowance — — (0.9
Income tax expense 48.(% 42.€% 41.7%
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The tax effects of temporary differences that gise to significant components of the Company’sdefd tax assets and liabilities at
December 31, 2013 and 2012 are as follows:

December 31,
2013 2012
(amounts in thousands)

Deferred tax assets:

Net operating loss carryforwards $ 235,737 $ 253,82
Accrued liabilities 23,32¢ 25,891
Stock compensation 8,86¢ 18,79
AMT and other business credit carryforwards 8,77 6,271
Other 11,027 19,35¢
Total deferred tax assets 287,73: 324,15
Deferred tax liabilities:
Depreciation and amortization (110,865 (108,98
Other (2,270) (3,899
Total deferred tax liabilities (113,139 (112,88,
Less: Valuation allowance (26,996 (33,22Y
Total deferred tax asset, net $ 147,60. $ 178,04!
Balance sheet classification of deferred taxes:
Deferred income tax asset, net - current $ 54,02¢ $ 76,16(
Deferred income tax asset, net - noncurrent 96,08’ 101,88
Deferred income tax liability, net - noncurrent (2,517 —
Total deferred tax asset, net $ 147,60: $ 178,04!

The Company continues to maintain a valuation alose against certain deferred tax assets totaliig$nillion . The Company
believes it is more likely than not that certaifiedieed tax assets, including those resulting franaperating loss carryforwards ("NOLs")
subject to certain limitations and those that regjfuture income of special character, will notréelized. Additionally, the Company has
certain deferred tax assets attributable to stetlon deductions for which the related valuatideabnce cannot be reversed due to relevant
accounting guidance concerning tax benefits relatdatle exercise of non-qualified stock option®pto the adoption of such accounting
guidance. At December 31, 2013, $20.6 millionhef valuation allowance related to stock compensdtiowhich subsequently recognized
tax benefits will be allocated directly to additedipaid in capital.

As a result of certain realization requirementamblicable accounting guidance, the table of detetax assets and liabilities shown
above does not include certain deferred tax afisatsrose directly from (or the use of which wastponed by) tax deductions related to
equity compensation in excess of compensation rezed for financial reporting. Stockholders' equitit be increased by $64.4 million if
and when such deferred tax assets are ultimatelizee. The Company uses the ordering rules piesttdy relevant accounting guidance for
purposes of determining when the excess tax bsrfedite been realized. At December 31, 2013, timep@ay had $8.9 million in deferred
tax assets related to stock-based compensatitire Hctual future tax deductions are less thanl¢fierred tax asset recorded, this may result
in an increase to income tax expense.

At December 31, 2013 , the Company had NOLs foerfgidncome tax purposes of approximately $800ionill The Compang NOLs
if not utilized to reduce taxable income in futperiods, generally expire in various amounts begimim 2022 and ending in 2026 . Due to
the presence of these NOLs, tax years that renubject to examination date back to the year endszkBber 31, 2000. The Tax Reform Act
of 1986 contains provisions that limit the utilizat of NOLs if there has been an “ownership charagetiescribed in Section 382 of the
Internal Revenue Code. In general, this would odatertain ownership changes related to the Compgazdommon stock that are held by 5
percent or greater stockholders exceeds 50 pemeasured over a rolling three year period. If tenPany experienced such an ownership
change at a time when its market capitalizatidmeisw a certain level, the utilization of its NOtesreduce future federal income tax
obligations could be limited.

As of December 31, 2013 , the Company had no nadtencertain tax positions.
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9. Stock-Based Compensation
tw telecom 1998 Employee Stock Option Plan

The Company maintains tie telecom1998 Employee Stock Option Plan that reserved $lllmshares of common stock to be
issued to officers and eligible employees undanseaind conditions to be set by the Company’s Bo&Rirectors. As of December 31,
2013, approximately 0.2 million shares of commtmtls were reserved for issuance upon exercise tsfanding options under that plan.
Generally, the options vest over periods of upta fyears and expire seven or ten years from tteeafassuance. These options have been
granted to employees of the Company with an exemmige equal to market value at the date of gietmetw telecom1998 Employee Stock
Option Plan expired in August 2008 and no additi@meards may be granted under this plan.

tw telecom 2000 Employee Sock Plan

The Company maintains tie telecom2000 Employee Stock Plan (as amended in June 2089permits up to 39.0 million shares of
common stock to be issued pursuant to stock optiodsstock awards granted to officers, directard, eligible employees under terms and
conditions to be set by the Company’s Board of @oes. As of December 31, 2013 , approximatelyrillion shares of common stock were
reserved for issuance upon exercise of outstaraptigns and vesting of stock awards and approxima@5 millionshares of common sta
were available for grant under the plan. Generd#ilg,options and awards vest over periods of dpupbyears and options expire either seven
or ten years from the date of issuance.

The options have been granted to employees of dngp@ny with an exercise price equal to market vafube underlying stock at the
date of grant. The fair value of the restrictectktawards and restricted stock units granted wassared based on the market value of the
shares on the date of grant and the resulting exepestated to these awards is recorded over thsting periods, generally up to four years.
The Company did not grant any stock options inyteers ended December 31, 2013 and 2012 and gramtetmaterial number of stock
options in the year ended December 31, 2011.

The table below summarizes the Company’s stoclongittivity and related information for the yeaded December 31, 2013 :

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Price Life Value
(thousands) (in years) (thousands)
Options outstanding at January 1, 2013 486( $ 16.3¢
Granted — —
Exercised (3,84)) 16.7¢
Forfeited ©)] 11.0:
Expired (16) 17.92
Options outstanding at December 31, 2013 1,000 $ 14.8¢ 335 $ 15,62¢
Vested and expected to vest at December 31, 2013 1,000 $ 14.8¢ 3.35 $ 15,62:
Exercisable at December 31, 2013 86C g 14.7¢ 290 $ 13,52¢

The total intrinsic value of stock options exerdiskiring the years ended December 31, 2013 , 26d2@11 was $40.9 million , $17.8
million and $13.4 million , respectively.
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The table below summarizes the Company’s restristeck and restricted stock units and related médion for the year ended
December 31, 2013 :

Weighted Average
Grant Date Fair

Shares Value
(thousands)

Nonvested at January 1, 2013 457: $ 17.3C
Granted 1,41 27.5(
Vested (1,939 26.9¢
Forfeited (64) 20.3¢

Nonvested at December 31, 2013 3,98¢ ¢ 21.4¢

The total fair value of restricted stock and res#d stock units vested during the years endedrbleee31, 2013 , 2012 and 2011 was
$52.1 million , $29.1 million and $17.7 millionespectively. As of December 31, 2013 , there w&sillion of total unrecognized
compensation expense related to non-vested restrstbck awards and restricted stock units, whigxpected to be recognized over a
weighted-average period of 2.0 years.

During the year ended December 31, 2013, the Coynpandified the outstanding share-based awardsrf@xacutive who retired to
accelerate vesting of such awards, resulting &l totremental cost of $4.3 million (net of forigiés) over the initial grant date value.

Effective October 1, 2004, the Company adoptedwhielecom2004 Qualified Stock Purchase Plan (the “2004 Skxwaichase Plan”).
Employees who met certain eligibility requiremectsild elect to designate up to 15% of their eligibbmpensation, up to an annual limit of
$25,000 , to purchase shares of the Company’s constozk at a 15% discount to fair market valuecstaurchases occurred semi-annually,
with the price per share equaling the lower of 8F%he market price at the beginning or end ofdffering period. The Company is
authorized to issue a total of 600,000 sharesefCthmpany’s common stock to participants in thed28tbck Purchase Plan. In September
2007, the 2004 Stock Purchase Plan was amendedhorize an additional 600,000 shares for issuancker the 2004 Stock Purchase Plan.
During the years ended December 31, 2013, 2012@bd , no shares were issued under the amenddd3266k Purchase Plan because the
Company has not made any offerings under the andgpida.

10. Commitments and Contingencies
Leases and Fixed Obligations

The Company leases office space and furnitureljittasihousing telecommunications equipment, abdrfioptic use rights. Certain of
the leases contain renewal clauses. The Companeatsrs into fixed price maintenance agreememtiéantenance of its network.

In November 2013, the Company announced a marlatresion to increase its metropolitan fiber routtesmby approximately 17%to
five new markets and in 27 existing markets. Then@any is also expanding its regional fiber footpimorder to achieve greater network
control and cost efficiency. To facilitate this exgion, the Company entered into long-term calgtaes for fiber that the Company plans to
light with its own electronics. The initial term tife leases is 20 years, with two ten -year rereathe Company's option, and automatic
renewals thereafter until terminated by eitherypdduring the three months ended December 31, 20&€3Company recognized a righttiee
asset and corresponding capital lease obligatiédid9.8 million , representing the present valuthefminimum commitment under the
leases, which are expected to result in aggregaenitted lease payments over the initial 20 yeasdeterm of approximately $216.5 million
The Company will accept the fiber under the minimeommitment beginning in the first quarter of 20a#which time the related assets will
begin depreciation.
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At December 31, 2013 , commitments under capiteds, non-cancelable operating leases and maicteagneements with terms in
excess of one year were as follows:

Fixed
Capital Operating Maintenance
Leases Leases Obligations
(amounts in thousands)
Year ended December 31:
2014 $ 10,517 $ 55,19 $ 4,38(
2015 10,11( 49,14 5,24;
2016 10,00: 42,99: 5,24:
2017 9,56¢€ 38,61: 5,24;
2018 11,75: 34,58: 5,24;
Thereafter 207,34. 138,98¢ 62,31¢
Total minimum lease payments $ 259,28¢ $ 359,50¢ % 87,66¢
Less amount representing interest (112,24
Present value of obligations under capital leases 147,04¢
Less current portion of obligations under capkalses (3,879
Obligations under capital leases, excluding curpamtion $ 143,16¢

As of December 31, 2013 and 2012 , assets undéakkase obligations, which primarily consistfifer optic network components,
were $152.6 million and $24.6 million , respectiyalith related accumulated depreciation of $8.Biom and $7.8 million , respectively.
Depreciation expense related to assets under thygitee obligations was $2.2 million , $1.7 milliand $1.2 million for years ended
December 31, 2013, 2012 and 2011 , respectivélg.obligations under capital leases have beenuli¢ed at an average imputed interest
rate of 5.8% . Rental expense under operating $eaggregated $88.2 million , $77.1 million and 87@illion for the years ended December
31, 2013, 2012 and 2011 , respectively.

Other Contingencies

Management routinely reviews the Company’s exposuhiabilities incurred in the normal course & ifusiness operations. The
Company is subject to significant government amisdlictional regulation, some of which is uncertdire to legal challenges of existing ru
Such regulation is subject to differing interpritas and inconsistent application, and has hisatiyicesulted in disputes with other carriers,
regulatory authorities and municipalities regardimg classification of traffic, rates, minutes sewand right-of-way fees. Where a probable
contingency exists and the amount of the loss eareasonably estimated, the Company records thmagsd liability. Considerable judgme
is required in analyzing and recording such lisileli and actual results may vary from the estimates

The Company’s pending legal proceedings are lintitddigation incidental to its business. In thgidion of management, the ultimate
resolution of these matters will not have a matexitverse effect on the Company’s financial statamse

11. Employee Benefit Plans

Effective January 1, 1999, the Company adoptedvittelecom401(k) Plan (the “401(k) Plan”Employees who meet certain eligibil
requirements may contribute up to 60% of theiriBlgcompensation, subject to statutory limitaticisa trust for investment in several
diversified investment choices, as directed byeimployee. The Company makes a matching contribufidi®0% of each employee’s
contribution up to a maximum of 5% of the emplogeeligible compensation. The Company’s contribugitmthe 401(k) Plan aggregated
$12.9 million , $11.9 million and $11.6 million ftine years ended December 31, 2013, 2012 and,2@%pectively.
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12. Quarterly Results of Operations (Unaudited)

The following summarizes the Company’s unauditeartprly results of operations for 2013 and 2012 :

Three Months Ended
March 31 June 30 September 30 December 31
(amounts in thousands, except per share amounts)

Year ended December 31, 2013

Total revenue $ 381,20¢ $ 389,48! $ 393,19( $ 400,01¢
Operating income 52,17( 53,26: 46,93: 52,55}
Net income (loss) 13,14« 17,347 (9,439 15,40
Basic earnings (loss) per share $ 0.0¢ $ 0.1z $ (0.079) $ 0.11
Diluted earnings (loss) per share $ 0.0¢ $ 011 $ (0.0 $ 0.11
Year ended December 31, 2012
Total revenue $ 358,92 $ 364,50 $ 368,93: $ 377,89:
Operating income 55,24¢ 56,46¢ 58,67: 56,59¢
Net income 19,33 19,31¢ 20,96¢ 17,26¢
Basic earnings per share $ 0.1z $ 0.1z $ 014 $ 0.11
Diluted earnings per share $ 0.1z $ 0.1z $ 014 % 0.11

The total earnings per share for the quarters magqual earnings per share for the respectivesymarause the per share amounts for
each quarter and for each year are computed bastbio respective discrete periods.

13. Supplemental Guarantor Information

The 2018 Notes, 2022 Notes, 2022 Mirror Notes &izBNotes (collectively, the "Senior Notes") arsecured obligations of Holdini
("Issuer") and are fully and unconditionally guaesed by the Company (“Parent Guarantor”) and suakistly all of the Issuer’s subsidiaries
(“Combined Subsidiary Guarantors”). The guarantgegoint and several. The Combined Subsidiary éntars are directly or indirectly
wholly owned by the Issuer, which is wholly ownedthe Parent Guarantor. A significant amount ofldsiers cash flow is generated by
Combined Subsidiary Guarantors. As a result, furetessary to meet the Issuer’s debt service oldigaare provided in large part by
distributions or advances from the Combined SubsjdGuarantors. The Senior Notes are governeddsnitures that contain certain
restrictive covenants. These restrictions affend, ia many respects limit or prohibit, among otthengs, the ability of the Parent Guarantor,
the Issuer and its subsidiaries to incur indebtssinmake prepayments of certain indebtedness,ipagdds, make investments, engage in
transactions with stockholders and affiliates, éssapital stock of subsidiaries, create liens,asdkts, and engage in mergers and
consolidations.

The following information sets forth the Compangendensed Consolidating Balance Sheets as of Dexe3tih2013 and 2012 ,
Condensed Consolidating Statements of Operatiarthéoyears ended December 31, 2013, 2012 and,2Déddensed Consolidating
Statements of Comprehensive Income for the yeatsceBecember 31, 2013, 2012 and 2011 and Cond€lwsesblidating Statements of
Cash Flows for the years ended December 31, 220382 and 2011 .
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tw telecom inc.

CONDENSED CONSOLIDATING BALANCE SHEET

December 31, 2013

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
ASSETS
Current assets:
Cash and cash equivalents $ 24 54¢ 259,87 $ — 3 — 3 284,41
Investments — 194,57t — — 194,57t
Receivables, net — — 107,25t — 107,25t
Prepaid expenses and other
current assets — 14,43« 8,111 — 22,54¢
Deferred income taxes — 54,00¢ 20 — 54,02¢
Intercompany receivable 917,93: 1,475,29 — (2,393,23) —
Total current assets 942,47t 1,998,18 115,38¢ (2,393,23)) 662,82
Property, plant and equipment, net — 75,14 1,619,81. — 1,694,95
Deferred income taxes — 95,60: 484 — 96,08’
Goodwill — — 412,69« — 412,69«
Intangible and other assets, net — 36,00: 19,89¢ — 55,89¢
Total assets $ 942,47¢ 2,204,93. % 2,168,27" $ (2,393,23) $ 2,922,461
LIABILITIES AND
STOCKHOLDERS’
EQUITY (DEFICIT)
Current liabilities:
Accounts payable $ — 8,29¢ $ 30,15¢ $ — 3 38,45«
Current portion debt and
capital lease obligations, net — 29,00¢ 3,462 — 32,47(
Other current liabilities — 87,33 151,03¢ — 238,37
Intercompany payable — — 2,393,23I (2,393,23) —
Total current liabilities — 124,63¢ 2,577,88 (2,393,23)) 309,29¢
Losses in subsidiary in excess of
investment 306,44( 858,49¢ — (1,164,93) —
Long-term debt and capital lease
obligations, net — 1,773,60 143,16¢ — 1,916,77!
Long-term deferred revenue — — 20,04¢ — 20,04¢
Other long-term liabilities — 10,52¢ 29,74¢ — 40,27+
Stockholders’ equity (deficit) 636,03¢ (562,339 (602,57() 1,164,93 636,06¢
Total liabilities and
stockholders’ equity
(deficit) $ 942,47¢ 2,204,93. $ 2,168,27¢ $ (2,393,23) $ 2,922,46!
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tw telecom in

C.

CONDENSED CONSOLIDATING BALANCE SHEET

December 31, 2012

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
ASSETS
Current assets:
Cash and cash equivalents $ 24,54¢ 3 782,18: $ — 3 — 3 806,72¢
Investments — 167,56« — — 167,56«
Receivables, net — — 99,70: — 99,70:
Prepaid expenses and other
current assets — 11,27( 7,892 — 19,16¢
Deferred income taxes — 76,14( 20 — 76,16(
Intercompany receivable 1,864,69. 506,61( — (2,371,309 —
Total current assets 1,889,23! 1,543,76 107,61 (2,371,309 1,169,31!
Property, plant and equipment, net — 48,68¢ 1,443,56! — 1,492,24
Deferred income taxes — 101,40: 484 — 101,88!
Goodwill — — 412,69« — 412,69«
Intangible and other assets, net 27t 20,63¢ 26,68 — 47,59:
Total assets $ 1,889,51. $ 1,714,48° $ 1,991,030 $ (2,371,30) $ 3,223,73
LIABILITIES AND
STOCKHOLDERS’
EQUITY (DEFICIT)
Current liabilities:
Accounts payable $ — 3 7,141 % 48,71¢ $ — 3 55,851
Current portion debt and
capital lease obligations, net 368,10( 5,47¢ 1,39¢ — 374,96¢
Other current liabilities 2,21¢ 64,56 165,53( — 232,31
Intercompany payable — — 2,371,30. (2,371,309 —
Total current liabilities 370,31¢ 77,18( 2,586,94 (2,371,309 663,13¢
Losses in subsidiary in excess of
investment 407,28t 862,68: — (1,269,96) —
Long-term debt and capital lease
obligations, net — 1,366,46. 17,77¢ — 1,384,24.
Long-term deferred revenue — — 23,177 — 23,177
Other long-term liabilities — 7,024 34,21¢ — 41,24(
Stockholders’ equity (deficit) 1,111,90: (598,859 (671,07 1,269,96 1,111,93
Total liabilities and
stockholders’ equity
(deficit) $ 1,889,51. $ 1,714,48° $ 1,991,03' $ (2,371,300 $ 3,223,73
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tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
Year Ended December 31, 2013

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)

Total revenue $ = — 3 1,563,90. $ — 9 1,563,90.
Costs and expenses:
Operating, selling, general and
administrative — 270,95! 779,25 — 1,050,21.
Depreciation, amortization and accretion — 27,98¢ 280,77¢ — 308,76¢
Corporate expense allocation — (298,94 298,94 — —

Total costs and expenses — — 1,358,98! — 1,358,98!
Operating income — — 204,92: — 204,92:
Interest expense, net (9,719 (74,74%) (10,980 — (95,449
Debt extinguishment costs (327) (38,987 — — (39,319
Interest expense allocation 10,04« 113,73« (123,779 — —
Income before income taxes and equity
undistributed earnings of subsidiaries — — 70,16 — 70,16
Income tax expense — 32,05: 1,654 — 33,70¢
Net income (loss) before equity in
undistributed earnings of subsidiaries — (32,05) 68,50¢ — 36,45¢
Equity in undistributed earnings of
subsidiaries 36,45¢ 68,50¢ — (104,96 —
Net income $ 36,45¢ 36,45¢ $ 68,50¢ $ (104,96) $ 36,45¢
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tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
Year Ended December 31, 2012

Total revenue
Costs and expenses:

Operating, selling, general and
administrative

Depreciation, amortization and accretion
Corporate expense allocation

Total costs and expenses

Operating income

Interest expense, net
Debt extinguishment costs
Interest expense allocation

Income before income taxes and equity
undistributed earnings of subsidiaries

Income tax expense

Net income (loss) before equity in
undistributed earnings of subsidiaries

Equity in undistributed earnings of
subsidiaries

Net income

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
$ — % — 3 1,470,25! $ — % 1,470,25!
— 221,34( 737,63t — 958,97¢
— 24,26¢ 260,02: — 284,29
— (245,609 245,60t — —
— — 1,243,26: — 1,243,26!
— — 226,98° — 226,98°
(31,389 (54,42() (7,156 — (92,969
— (77) — — (77)
31,38¢ 54,49% (85,885 — —
— — 133,94¢ — 133,94¢
— 55,31( 1,74¢ — 57,05¢
— (55,310 132,19¢ — 76,88¢
76,88¢ 132,19¢ — (209,08¢) —
$ 76,88¢ $ 76,88¢ $ 132,19¢ $ (209,08 $ 76,88¢
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tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
Year Ended December 31, 2011

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)

Total revenue $ — 8 — 9 1,366,89. $ — 9 1,366,89:
Costs and expenses:
Operating, selling, general and
administrative — 209,67 687,32: — 896,99¢
Depreciation, amortization and accretion — 22,17( 261,15¢ — 283,32¢
Corporate expense allocation — (231,84) 231,84 — —

Total costs and expenses — — 1,180,32 — 1,180,32
Operating income — — 186,56: — 186,56:
Interest expense, net (29,649 (45,307 (12,227 — (87,177
Interest expense allocation 29,64¢ 45,30: (74,950 — —
Income before income taxes and equity in
undistributed earnings of subsidiaries — — 99,39( — 99,39(
Income tax expense — 39,92] 1,552 — 41,47¢
Net income (loss) before equity in
undistributed earnings of subsidiaries — (39,929 97,83¢ — 57,91
Equity in undistributed earnings of
subsidiaries 57,91 97,83¢ — (155,749 —
Net income $ 5791 $ 5791 $ 97,83t $ (155,749 $ 57,91
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CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
Year Ended December 31, 2013

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
Net income $ 36,45¢ % 36,45¢ % 68,50¢ $ (104,96) $ 36,45¢
Other comprehensive income, net of tax:
Unrealized gain on available-for-sale
securities 63 63 — (63) 63
Other comprehensive income, net of tax 63 63 — (63) 63
Comprehensive income $ 36,52 $ 36,52 $ 68,50¢ $ (105,03) $ 36,52
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Net income

Other comprehensive income, net of tax:

Unrealized gain on available-for-sale
securities

Other comprehensive income, net of tax

Comprehensive income

tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
Year Ended December 31, 2012

Combined

Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)

$ 76,88¢ $ 76,88¢ $ 132,19¢ $ (209,08) $ 76,88¢
46 46 — (46) 46
46 46 — (46) 46
$ 76,93 $ 76,93 $ 132,19¢ $ (209,13) $ 76,93¢
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CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
Year Ended December 31, 2011

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
Net income $ 57,91: $ 57,91: $ 97,83t $ (155,749 $ 57,91:
Other comprehensive income, net of tax:
Unrealized gain on cash flow hedging
activities 1,81¢€ 1,81¢€ — (1,816 1,81¢
Unrealized gain on available-for-sale
securities 32 32 — (32 32
Other comprehensive income, net of tax 1,84¢ 1,84¢ — (1,84¢) 1,84¢
Comprehensive income $ 59,75¢ $ 59,75¢ $ 97,83t $ (157,59) $ 59,75¢
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tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
Year Ended December 31, 2013

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)
Cash flows from operating activities:
Net income $ 36,45¢ $ 36,45¢ $ 68,50¢ $ (104,96) $ 36,45¢

Adjustments to reconcile net incom
to net cash provided by operating

activities:
Depreciation, amortization and
accretion — 27,98¢ 280,77¢ — 308,76¢
Deferred income taxes — 30,73¢ — — 30,73¢
Stock-based compensation — — 38,83: — 38,83:

Extinguishment costs,
amortization of discount on deb
and deferred debt issue costs &

other 6,24 43,79’ — — 50,04
Intercompany and equity
investment changes 875,80: (972,87() (7,899 104,96 —
Changes in operating assets ar
liabilities (2,219 21,10¢ (45,265 — (26,37¢)
Net cash provided by (used
in) operating activities 916,28! (812,78() 334,95¢ — 438,46
Cash flows from investing activities:
Capital expenditures — (54,37¢) (318,49) — (372,86
Purchases of investments — (312,52) — — (312,526
Proceeds from sale of investments — 283,84! — — 283,84!
Equipment purchases in advance o
installation and other, net — 39¢ (14,96%) — (24,570
Net cash used in investing
activities — (82,659 (333,46() — (416,119

Cash flows from financing activities:

Net proceeds (tax withholdings) from
issuance of common stock upon
exercise of stock options and vesting

of restricted stock awards and units 43,49t — — — 43,49t
Purchases of treasury stock (406,519 — — — (406,519
Excess tax benefits from stock-based
compensation — 692 — — 692
Proceeds from modification of debt,
net of financing costs — 49,68 — — 49,68
Proceeds from issuance of debt, net of
financing costs — 765,80( — — 765,80(
Retirement of debt obligations (553,269 (438,71) — — (991,979
Payment of debt and capital lease
obligations — (4,339 (1,496 — (5,830
Net cash provided by (usec
in) financing activities (916,28 373,12¢ (1,496 — (544,65)

Increase (decrease) in cash
and cash equivalents 2 (522,31) — — (522,309



Cash and cash equivalents

beginning of period 24,54 782,18 — — 806,72¢
Cash and cash equivalents at
end of period $ 2454¢ $ 259,87. $ — % — % 284,41¢
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
Year Ended December 31, 2012

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)
Cash flows from operating activities:
Net income $ 76,88¢ $ 76,88¢ $ 132,19¢ % (209,08¢) $ 76,88¢

Adjustments to reconcile net income to net ci
provided by operating activities:

Depreciation, amortization and accretion — 24,26¢ 260,02: — 284,29:.
Deferred income taxes — 48,55¢ — — 48,55¢
Stock-based compensation — — 29,30( — 29,30(
Amortization of discount on debt and
deferred debt issue costs and other 22,51: 3,03 — — 25,54¢
Intercompany and equity investment
changes (99,45) (14,617 (95,027 209,08¢ —
Changes in operating assets and liabilitie — 5,28( (6,189 — (909)
Net cash (used in) provided by operating
activities (51) 143,41¢ 320,31: — 463,67t
Cash flows from investing activities:
Capital expenditures — (17,490 (320,629 — (338,119
Purchases of investments — (243,049 — — (243,049
Proceeds from sale of investments — 204,62¢ — — 204,62
Proceeds from sale of assets and other inves
activities, net — 1,25¢ 1,30¢ — 2,56¢
Net cash used in investing activities — (54,65)) (319,32() — (373,97)

Cash flows from financing activities:

Net proceeds (tax withholdings) from issuance
of common stock upon exercise of stock options

and vesting of restricted stock awards and units 13,46: — — — 13,46:
Purchases of treasury stock (13,409 — — — (13,409
Excess tax benefits from stock-based
compensation — 1,21z — — 1,213
Retirement of debt obligations — (101,519 — — (101,519
Net proceeds from issuance of debt — 470,79¢ — — 470,79¢
Payment of debt and capital lease obligation: D (5,929 (997) — (6,915
Net cash provided by (used) in financing
activities 52 364,56¢ (997) — 363,62¢
Increase in cash and cash equivalents 1 453,33 — — 453,33¢
Cash and cash equivalents at beginning of
period 24,54; 328,85! — — 353,39
Cash and cash equivalents at end of per'$ 2454 $ 782,18 $ — % — % 806,72¢
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tw telecom inc.
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
Year Ended December 31, 2011

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)

Cash flows from operating activities:

Net income

$ 57,917 $ 57,917 $ 97,83t $ (155,749 $ 57,91:

Adjustments to reconcile net income
to net cash provided by operating

activities:
Depreciation, amortization and
accretion — 22,17( 261,15¢ — 283,32¢
Deferred income taxes — 35,73¢ 20 — 35,75¢
Stock-based compensation — — 27,81: — 27,81;
Amortization of discount on deb
and debt issue costs and other 20,77: 2,61°¢ — — 23,38¢
Intercompany and equity
investment changes (30,087 (73,469 (52,199 155,74¢ —
Changes in operating assets an
liabilities — 6,254 (30,867 — (24,619

Net cash provided by
operating activities 48,59] 51,21¢ 303,77 — 403,58t

Cash flows from investing activities:

Capital expenditures — (39,70) (301,030 — (340,73)
Purchases of investments — (223,63 — — (223,639
Proceeds from sale of investments — 208,34( — — 208,34(
Proceeds from sales of assets and
other investing activities, net — 5,18: (1,959 — 3,23(
Net cash used in investing
activities — (49,81¢) (302,98) — (352,799
Cash flows from financing activities:
Net proceeds (tax withholdings) from
issuance of common stock upon
exercise of stock options and vesting
of restricted stock awards and units 9,96¢ — — — 9,96¢
Purchases of treasury stock (58,567) — — — (58,567)
Excess tax benefits from stock-based
compensation — 1,38t — — 1,38¢
Payment of debt and capital lease
obligations — (6,316 (790) — (7,106
Net cash used in financing
activities (48,59¢) (4,93) (790 — (54,31)
Increase (decrease) in cas
and cash equivalents 1 (3,529 — — (3,529
Cash and cash equivalents
at beginning of period 24,54; 332,38( — — 356,92:
Cash and cash equivalent
at end of period $ 2454: $ 328,85. $ — 9 — 9 353,39¢

F-38






Table of Contents
tw telecom inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

14. Subsequent Event
Level 3 Merger

On June 15, 2014, the Company entered into an Aggeeand Plan of Merger (the "Merger Agreementthvievel 3 Communication
Inc. ("Level 3") and certain of its subsidiariesewiby the Company agreed to merge with and intbha@lywowned subsidiary of Level 3 (the
"Level 3 merger").

Upon completion of the Level 3 merger, (i) eacluégsand outstanding share of common stock of thepaay, other than dissenting
shares, will be converted into 0.7 shares (theclS@onsideration") of Level 3's common stock araright to receive $10.00 in cash (the
"Cash Consideration" and, together with the Stoocksieration, the "Merger Consideration"). The ggrAgreement also provides that the
(i) issued and outstanding options to purchas€tirapany's common stock will be exchanged for Me@mmsideration, as adjusted to refl
the exercise price of each such outstanding otiwh(ii) issued and outstanding restricted stoakrastricted stock units covering the
Company's common stock will vest and be exchangetérger Consideration. The Level 3 merger iseex@d to close during the fourth
quarter of 2014, but not before October 4, 2014e @losing of the Level 3 merger is subject tortezipt of certain regulatory and
governmental approvals and the satisfaction oh@erdonditions, including the approval of the Le8eherger by the Company's stockholders
and the approval of Level 3's proposed stock isseiand charter amendments by Level 3's stockholders

F-39



tw telecom inc.

CONDENSED CONSOLIDATED BALANCE SHEETS

March 31,
2014

Exhibit 99.2

December 31,
2013

(unaudited)

(amounts in thousands

, except per share amounts)

ASSETS
Current assets:
Cash and cash equivalents $ 178,83¢ $ 284,41¢
Investments 176,39 194,57t
Receivables, less allowances of $6,290 and $6ré4ectively 98,81: 107,25t
Prepaid expenses and other current assets 23,73« 22,54t
Deferred income taxes 54,02¢ 54,02¢
Total current assets 531,80: 662,82
Property, plant and equipment 4,775,47. 4,675,33!
Less accumulated depreciation (3,049,211 (2,980,379
1,726,26. 1,694,95
Deferred income taxes 88,33: 96,08°
Goodwill 412,69: 412,69:
Intangible assets, net of accumulated amortization 10,32: 11,55t
Other assets, net 43,12¢ 44,34
Total assets $ 2,812,554 $ 2,922,46!
LIABILITIES AND STOCKHOLDERS'’ EQUITY

Current liabilities:
Accounts payable $ 71,71 $ 38,45
Deferred revenue 48,56 48,37
Accrued taxes, franchise and other fees 52,96¢ 55,04
Accrued interest 28,74( 21,60¢
Accrued payroll and benefits 42,82( 52,60
Accrued carrier costs 10,99° 25,50°
Current portion debt and capital lease obligatioes, 8,87¢ 32,47(
Other current liabilities 37,77 35,24:
Total current liabilities 302,44 309,29t
Lonc-term debt and canital lease obliaations. 1.915.08 1.916.77!



Long-term deferred revenue 19,87: 20,04¢
Other long-term liabilities 42,59( 40,27+
Commitments and contingencies (Note 7)
Stockholders’ equity:
Preferred stock, $0.01 par value, 20,000 sharémeréd, no shares issued and
outstanding — —
Common stock, $0.01 par value, 439,800 shares ardip 153,760 shares issued 1,53¢ 1,53¢
Additional paid-in capital 1,692,10 1,701,35
Treasury stock, 15,851 and 12,593 shares, atrmesgtectively (459,24 (357,97)
Accumulated deficit (701,96¢) (708,979
Accumulated other comprehensive income 11¢€ 12¢
Total stockholders’ equity 532,55: 636,06
Total liabilities and stockholders’ equity $ 2,812,54. % 2,922,46!

See accompanying notes to condensed consolidai@ucial statements.
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tw telecom inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended
March 31,
2014 2013
(amounts in thousands, except per share
amounts)
Revenue:
Data and Internet services $ 243,67. $ 211,72:
Voice services 77,36: 76,03(
Network services 58,36" 64,95¢
Service revenue 379,39¢ 352,70t
Taxes and fees 22,75: 20,59
Intercarrier compensation 6,142 7,90¢
Total revenue 408,29: 381,20¢
Costs and expensés
Operating (exclusive of depreciation, amortizationl accretion shown separately below) 174,03¢ 161,08:
Selling, general and administrative 106,83. 93,56:
Depreciation, amortization and accretion 82,45t 74,39¢
Total costs and expenses 363,32 329,03¢
Operating income 44,96¢ 52,17(
Interest expense (25,649 (28,340
Debt extinguishment costs (1,282 —
Interest income 14¢ 277
Income before income taxes 18,18 24,10"
Income tax expense 8,39: 10,96:
Net income $ 9,791 $ 13,14«
Earnings per share:
Basic $ 0.07 $ 0.0¢
Diluted $ 0.07 $ 0.0¢
Weighted average shares outstanding:
Basic 138,08t 149,12¢

Diluted 140,09° 152,45;




@Includes non-cash stock-based employee compensatfmmse (Note 6):

Operating $ 53¢ $ 582

Selling, general and administrative $ 8,847 $ 8,87¢

See accompanying notes to condensed consolidaiaucfal statements.
tw telecom inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended
March 31,
2014 2013
(amounts in thousands)
Net income $ 9,791 $ 13,14«
Other comprehensive income (loss), net of tax:
Unrealized gain (loss) on available-for-sale sdmgi (10) 8
Other comprehensive income (loss), net of tax (20 8
Comprehensive income $ 9,781 % 13,15:

See accompanying notes to condensed consolidaiaucfal statements.
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tw telecom inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Three Months Ended

March 31,

2014

2013

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation, amortization and accretion
Deferred income taxes
Stock-based compensation expense
Loss on debt extinguishment
Amortization of discount on debt and deferred detiie costs
Changes in operating assets and liabilities:
Receivables, prepaid expenses and other assets
Accounts payable, deferred revenue and other ligisil

(amounts in thousands)

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Purchases of investments
Proceeds from sale of investments
Other investing activities, net

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of common stock upon exeogistock options
Taxes paid related to net share settlement of yquitirds
Purchases of treasury stock
Excess tax benefits from stock-based compensation
Retirement of debt obligations
Payment of debt and capital lease obligations

Net cash used in financing activities

Decrease in cash and cash equivalents

9,791 $ 13,14¢
82,45¢ 74,398
8,017 10,61
9,38¢ 9,46:
1,287 —
1,61¢ 6,79"
7,844 (6,952)
(5,164 (25,867)
115,22! 81,60
(101,63) (87,800)
(51,709 (50,937
69,50¢ 33,99(
4,33¢ (2,240
(79,489 (106,98:)
8,517 24,44¢
(18,89 (18,297
(104,17 (54,627
412 601
(24,415 (59)
(2,760) (1,709)
(141,31 (49,63¢)
(105,58() (75,01%)



Cash and cash equivalents at beginning of period 284,41¢ 806,72t

Cash and cash equivalents at end of period $ 178,83¢ $ 731,71(
Supplemental disclosures of cash flow information:

Cash paid for interest $ 17,08: $ 21,63:

Cash paid for income taxes, net of refunds $ (76) $ (60)

Cash paid for debt extinguishment costs $ 93¢ % —

Non-cash investing & financing activities:
Addition of capital lease obligations $ 537 $ 3,05

See accompanying notes to condensed consolidai@ucial statements.
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tw telecom inc.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY
Three Months Ended March 31, 2014

(Unaudited)
Accumulated
Common Stock Treasury Stock Additional other Total
paid-in Accumulated comprehensive stockholders’
Shares Amount Shares Amount capital deficit income equity
(amounts in thousands)

Balance at December 31, 2013 153,76( $  1,53¢ (12,599 $ (357,979 $ 1,701,35 $ (708,97) $ 12¢  $ 636,06
Net income _ _ — _ _ 9,791 — 9,791
Other comprehensive loss, net o
tax — — — — — — (10) (10
Excess tax benefits from stock-
based compensation, net — — — — 262 — — 262
Purchases of treasury stock _ _ (3,679 (112,565 — — — (112,569
Exercise of stock options net of
(withholdings) to satisfy employee
tax obligations upon vesting of
stock awards — — 512 14,63t (23,664 (1,359 — (10,380
Stock-based compensation _ _ (96) (3,340 14,15: (1,427 — 9,38¢

Balance at March 31, 2014 153,76( $ 1,53¢ (15,85) $ (459,24) $ 1,692,10 $ (701,960 $ 11€ ¢ 532,55




See accompanying notes to condensed consolidai@ucial statements.
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tw telecom inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

1. Organization and Summary of Significant Accounting Policies
Description of Business and Capital Structure

tw telecom inc.(together with its wholly-owned subsidiaries, tl&thpany”) is a leading national provider of managetivork
services, specializing in business Ethernet, detaarking, converged, Internet Protocol ("IP") béhs@tual private network or "IP VPN",
Internet access, voice, including voice over IngeiProtocol or “VolP”, and network security sengde enterprise organizations, including
public sector entities, and carriers throughouthéed States, including their global locations.

The Company has one class of common stock outstamdih one vote per share. The Company also Isoaized to issue shares of
preferred stock. The ComparsyBoard of Directors has the authority to establisting powers, preferences and special rightsiferpreferre:
stock. No shares of preferred stock have beendssue

Basis of Presentation

The accompanying unaudited interim condensed cimtadet! financial statements have been preparediguir$o the rules and
regulations of the Securities and Exchange Comorisghe “SEC”) for quarterly reports on Form 10-dalo not include all of the
information and note disclosures required by Ughegally accepted accounting principles (“U.S. GAABr complete financial
statements. These condensed consolidated finatateiments should therefore be read in conjunetitinthe consolidated financial
statements and notes thereto included in our AnReabrt on Form 10-K for the year ended DecembeRB13 filed with the SEC. The
accompanying unaudited interim condensed conselidfhancial statements have been prepared in @acoe with U.S. GAAP and include
all adjustments of a normal, recurring nature #rat in the opinion of management, necessary teptdairly the financial position and
results of operations for the interim periods pnésé. The results of operations for an interimqebare not necessarily indicative of the
results of operations for a full fiscal year.

Prior Year Reclassifications

Beginning January 1, 2014, the Company is reporgénwgnue from taxes and fees in a separate limeatethe condensed consolidated
statements of operations and is reporting reveram fledicated high capacity Ethernet services fa dad Internet services rather than
network services. These reclassifications have beste in the prior year condensed consolidatedratait of operations to conform to the
current year presentation. Neither of these chaaffests total revenue for the current period domperiods. The following table provides
revenue as currently reported and previously repdidr the three months ended March 31, 2013:

Three months ended March 31, 2013

As Currently Reported As Previously Reported
(amounts in thousands)
Revenue:
Data and Internet services $ 211,72: $ 202,08:.
Voice services 76,03( 92,35

Network service: 64.95¢ 78.86:



Service revenue 352,70¢ 373,30(

Taxes and fees 20,59 —
Intercarrier compensation 7,90¢ 7,90¢
Total revenue $ 381,20¢ $ 381,20¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsand assumptions that
affect the reported amounts of assets and liasliit the date of the financial statements andeth@rted amounts of revenue and expenses
during the reporting period. Actual results coulifified from those estimates.

Accumulated Other Comprehensive Income

The balance in accumulated other comprehensivariaas of March 31, 2014 and December 31, 2013s:tatthe Company's
investments that are classified as available-fte-sacurities. The Company recognized no matehiahges in accumulated other
comprehensive income for the three months endediMzait, 2014 or 2013 . There were no significamhgeeclassified out of accumulated
other comprehensive income for the three montheseibrch 31, 2014 or 2013 .

Revenue
The Company’s revenue is derived primarily fromibass communications services comprised of thewvailg:

» Data and Internet services include servicesghable customers to connect their internal cormmegvorks between locations and
to access external networks, including Interneeas@nd data transport at high speeds using Ethgotecol, local and wide-area
business Ethernet and IP VPN solutions, includatgise enhancements that provide customers wittemisibility and control
over their Ethernet services, which we refer tthas'Intelligent Network". Data and Internet seesalso include a portfolio of
managed services including the data and Intermapooents of converged services, which fully intégga combination of certain
communication applications including IP VPN, Intetrenterprise Session Initiation Protocol ("SiPupking (a VolP solution),
security and managed router service into a singleaged IP solution; and the data and Internet camgs of integrated services,
which enable customers to purchase a full arraacoéss options that include Internet services.

» Voice services are traditional voice capabiifiehether provided over Time Division Multiplexi@DM") or VolP, including
those provided as standalone and bundled senizesdistance and toll free services. Voice sewaiso include the voice
components of managed and integrated services.

» Network services are po-to-point services that transmit voice, data andges using state-of-the-art fiber optics, and caliion
services that provide secure space with contralliadate and power where customers can locate dugiipment to connect to the
Company’s network in facilities equipped for entégp information technology environmental requiretse

The Company also generates revenue from intercagiapensation, which is comprised of switched seservices and reciprocal
compensation. Switched access represents the ceatanfrom another carrier for the delivery offficafrom a long distance carrier’s point
of presence to an end-user’s premises providedigihrthe Company’s switching facilities. The Fed€&ammunications Commission
("FCC") and state public utility commissions redgalawitched access rates in their respective jigtisds. Reciprocal compensation
represents compensation from local exchange cauffeECs”) for local exchange traffic originated another LECS facilities and terminate
on the Company’s facilities.

The Company classifies certain taxes and feegdhileeustomers and remitted to government autlesrin a gross versus net basis in
revenue and expense. In making this determinatiienCompany assesses, among other things, whath&@umpany is the primary obligor
principal taxpayer for the taxes and fees assdssealch jurisdiction where the Company does businesurisdictions where the Company
determines that it is the principal taxpayer, tlrenPany records the taxes and fees on a gross badigling the taxes and fees in revenue
expense. In jurisdictions where the Company detaemthat it is merely a collection agent for thgegament authority, the Company records
the taxes on a net basis. The total amount of tuas and fees classified as revenue is includéfiares and fees" on the Company's
condensed consolidated statements of operations.

The Company’s customers include enterprise orgfairain a wide variety of industry segments inahggl among others, the financial
services, technology and scientific, health caisgridution, manufacturing and professional sersit®lustries, data centers, cloud application
providers, public sector entities, system integeatmd communications service providers, includimgmbent local exchange carriers
("ILECs"), competitive local exchange carriers ('"EXLs"), wireless communications companies and caiiganies.

6




Table of Contents
tw telecom inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

Revenue for network, data and Internet, and theritgjof voice services is generally billed in adea on a monthly fixed rate basis
recognized over the period the services are prdvievenue for the majority of intercarrier compits and certain components of voice
services, such as long distance, is generallychdle a transactional basis in arrears based ostaroers actual usage; therefore, estimate:
used to recognize revenue in the period earned.

The Company evaluates whether receivables arerreblsoassured of collection based on certain faciocluding the likelihood of
billing being disputed by customers. If there isiling dispute with a customer, revenue generillgot recognized until the dispute is
resolved. The Company does not recognize reversgeiased with contract termination charges unshcis received.

Significant Customers

The Company has substantial business relationshtpsa few large customers, including major telecmmications carriers. The
Company’s 10 largest customers accounted for areggte of 17% of the Company’s total revenue fahlleethree months ended March
2014 and 2013 . No customer accounted for 5% oerobtotal revenue for the three months ended Maict2014 or 2013 .

2. Earnings per Common Share and Potential Commonttare

Basic earnings per common share (“EPS”) is measagdle income allocated to common stockholdeligelivby the weighted average
outstanding common shares for the period. Dilute& ks similar to basic EPS but presents the déutiffect on a per share basis of potential
common shares (such as convertible securitiestacll eptions) as if they had been converted toeshat the beginning of the period
presented. Potential common shares that have adilnive effect (e.g. , those that increase income per share) are exdfuden diluted
EPS.

The following is a reconciliation of the numeratarsed denominators used in the basic and diluteddeR$utations:

Three Months Ended
March 31,

2014 2013

(amounts in thousands, except per
share amounts)

Numerator
Net income $ 9,791 $ 13,14«
Allocation of net income to unvested restrictecckto are) (25%)
Net income allocated to common stockholders, basic $ 9,612 $ 12,88¢
Net income allocated to common stockholders, dilute $ 961: $ 12,88¢
Denominator
Basic weighted average shares outstanding 138,08t 149,12¢
Dilutive potential common shares:
Stock options 384 1,43z
Unvested restricted stock 1,62¢ 1,891
Diluted weighted average shares outstanding 140,09° 152,45
Basic earnings per share $ 007 $ 0.0¢
Diluted earnings per share $ 007 $ 0.0¢

There were no anti-dilutive shares for the threatin® ended March 31, 2014. Shares of common stdigjlect to issuance upon
conversion of the Company’s®23% Convertible Senior Debentures due 2026 (the “@dible Debentures”) and restricted stock awardb an
restricted stock units to be settled in commonlstgion vesting, which were excluded from the corafpon of diluted weighted average
shares outstanding because their inclusion woulshtiedilutive, totaled 21.0 million shares for tfheee months ended March 31, 2013 .
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3. Investments

The Company’s investments at March 31, 2014 ancciber 31, 2013 are summarized as follows:

March 31, December 31,
2014 2013

(amounts in thousands)
Cash equivalents:

U.S. Treasury money market mutual funds $ 28,37. % 28,84¢
Commercial paper 19,89¢ 1,33t
Total cash equivalents $ 48,26¢ $ 30,18(
Investments:

Debt securities issued by the U.S. Treasury $ 75,01¢ % 69,62¢
Commercial paper 54,97¢ 75,46(
Debt securities issued by U.S. Government agencies 46,39% 49,48¢
Total investments $ 176,39: $ 194,57t

Total cash equivalents and investments $ 224,66( $ 224,75t

At March 31, 2014 and December 31, 2013, the gagryalues of investments included in cash and egglivalents approximated fair
value. The aggregate fair value of available-fde-s&curities by major security type is includedNiote 5. The amortized cost basis of the
available-for-sale securities was not materialffedent from the aggregate fair value. The contrakcmaturities of the Company’s available-
for-sale securities are all within one year.

Proceeds from the sale and maturity of availableséide securities were $69.5 million and $34.0iomllduring the three months ended
March 31, 2014 and 2013 , respectively. Gains agsids on investments are calculated using thefigpidentification method and are
recognized during the period the investment is.sbiiee Company recognized no material unrealizegalized net gains or losses during the
three months ended March 31, 2014 and 2013 .

4. Long-Term Debt and Capital Lease Obligations
The components of long-term debt and capital leasigations at March 31, 2014 and December 31, 204r2 as follows:

Date of Outstanding Balance as of
Issuance / Interest Original March 31, December 31,
Amendment Maturity Payments Interest Rate Principal 2014 2013

(amounts in thousands)
At least Eurodollar rate -

Term Loan B Apr 2013 Apr 2020 quarterly 2.50% $ 520,000 $ 516,100 $  517,40(
8% Senior Notes Mar 2010  Mar 2018 Mar/Sept 8% 430,00( — 23,47¢
53/ 3% Senior Notes Oct 2012 Oct 2022 Apr/Oct 5 3/8% 480,00( 480,00( 480,00(
53/ 3% Senior Notes Aug 2013  Oct 2022 Apr/Oct 5 3/8% 450,00( 450,00( 450,00(
63/ 3% Senior Notes Aug 2013  Sept 2023  Mar/Sept 6 3/8% 350,00( 350,00( 350,00
Capital lease obligations 145,89« 147,04¢
Total obligations 1,941,99. 1,967,92!

Unamortized discounts (18,03Y) (18,680)

Current portion (8,879 (32,470
Total long-term debt and capital lease obligations $ 1,91508 $ 1,916,77

8% Senior Notes due 2018

As of December 31, 2018y telecom holdings inc("Holdings") had outstanding $23.5 million aggregpatincipal amount of 8%
Senior Notes due 2018 (the "2018 Notes"). Duriregttiree months ended March 31, 2014 , Holdingsaradd all remaining outstanding



2018 Notes at a redemption price of 104% of thegipal amount. During the three months ended
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March 31, 2014 , the Company recognized debt extsignent costs of $ 1.3 million , comprised of $ @illion for premiums associated
with the redemption and $ 0.4 million for write-®ff unamortized deferred debt issuance costssandmce discount related to the 2018
Notes.

Covenant Compliance
As of March 31, 2014tw telecom inc.and its wholly-owned subsidiary, Holdings, wereampliance with all of their debt covenants.

5. Fair Value Measurements

Fair value, as defined by relevant accounting stedg] is the price that would be received fromirsglhn asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date. When detergnine fair
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value measurements for assets and liabilities requo be recorded at fair value, the Company densithe principal or most advantageous
market in which it would complete a transaction andsiders assumptions that market participantddwase when pricing the asset or
liability, such as inherent risk, transfer restdos and risk of nonperformance.

Fair Value Hierarchy

Relevant accounting standards set forth a fairevhiararchy that requires an entity to maximizeube of observable inputs and

minimize the use of unobservable inputs when méaagfiair value. A financial instrument’s categotioa within the fair value hierarchy is
based upon the lowest level of input that is sigaift to the fair value measurement. Relevant attoog standards establish three levels of
inputs that may be used to measure fair value:

Level 1 —Quoted prices in active markets for identical assetiabilities. Level 1 assets that are measatddir value on a recurrir
basis consist of the Company’s investments in Ur8asury money market mutual funds that are tradesh active market with
sufficient volume and frequency of transactiong are included as a component of cash and castadeuis in the condensed
consolidated balance sheets.

Level 2 —Observable inputs other than Level 1 prices sgofumted prices for similar assets or liabilitiggpted 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 froroarroborated by observable market data for sukiathy the full term of the
assets or liabilities. Level 2 assets that are oredsat fair value on a recurring basis consishefCompany’s investments in
commercial paper and debt securities issued bitBeTreasury and other U.S. government agenciag observable inputs in less
active markets and are included as a componerasbf and cash equivalents and investments in thdeosed consolidated balance
sheets. Level 2 liabilities that are measured noticarried, at fair value on a recurring basidude the Company’s long-term debt.
The Company’s long-term debt has not been listedmynsecurities exchange or quoted on an interedeatomated quotation
system. The Company has estimated the fair valits iing-term debt based on indicative pricing Imlied by certain investment
banks or trading levels in its long-term debt.

Level 3—Unobservable inputs to the valuation methodoldwt &re significant to the measurement of fair @alfiassets or
liabilities. The Company did not have any Level3ets or liabilities that were measured at fainealt March 31, 2014 and
December 31, 2013 .
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The following tables reflect assets that are mesband carried at fair value on a recurring basMach 31, 2014 and December 31,
2013:

Fair Value Measurements At March 31, 2014

Assets
Level 1 Level 2 Level 3 at Fair Value
(amounts in thousands)
Assets
U.S. Treasury money market mutual funds $ 28,37. % — 8 — 8 28,37
Commercial paper — 19,89t — 19,89t
Investments included in cash and cash equivalents  $ 28,37. $ 19,89 $ — % 48,26¢
Debt securities issued by the U.S. Treasury — 75,01¢ — 75,01¢
Commercial paper — 54,97¢ — 54,97¢
Debt securities issued by U.S. Government agencies — 46,39" — 46,39"
Short-term investments $ — % 176,39 % — % 176,39
Total assets $ 28,37 $ 196,28¢ $ — $ 224.,66(
Fair Value Measurements At December 31, 2013 Assets
Level 1 Level 2 Level 3 at Fair Value
(amounts in thousands)
Assets
U.S. Treasury money market mutual funds $ 28,84 % — 8 — 8 28,84t
Commercial paper — 1,33¢ — 1,33¢
Investments included in cash and cash equivalents  $ 28,84 % 1,33 $ — % 30,18(
Commercial paper — 75,46( — 75,46(
Debt securities issued by the U.S. Treasury — 69,62¢ — 69,62¢
Debt securities issued by U.S. Government agencies — 49,48¢ — 49,48¢
Short-term investments $ — % 194,57¢ % — % 194,57¢
Total assets $ 28,84 $ 19591: $ — 3 224, 75¢

The following table summarizes the carrying amowamis estimated fair values of the Company’s lomgitdebt, including the current
portion, at March 31, 2014 and December 31, 2013 :

March 31, 2014 December 31, 2013
Carrying Fair Value Carrying Fair Value
Value Level 2 Value Level 2

(amounts in thousands)

Term Loan B, net of discount $ 513,85¢ $ 516,10 $ 515,06: $ 519,98
8% Senior Notes, net of discount — — 23,39: 24,59
53/ % Senior Notes, issued October 2012 480,00( 489,60( 480,00( 474,00(
53/ % Senior Notes, net of discount, issued August 2013 434,20¢ 459,00( 433,74« 444,37!
63/ §% Senior Notes 350,00( 372,75l 350,00( 364,00(
Total debt $ 1,77806 $ 183745 $ 1,802,219 $ 1,826,95

6. Stock-Based Compensation

During the three months ended March 31, 2014 Cidrapany granted restricted stock awards and resdrgtock units with respect to
1.4 million shares and no stock options. As of Mad&, 2014 , the Company had 3.7 million restricttatk awards and restricted stock units
that were unvested and 0.5 million stock optionstamding, of which 0.5 million were exercisable.
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As of March 31, 2014 , there was $86.4 millionatht unrecognized compensation expense relatedvested restricted stock awards
and restricted stock units, which is expected toelsegnized over a weighted-average period of afs; and no unrecognized compensation
expense related to unvested stock options.

7. Commitments and Contingencies

Management routinely reviews the Company’s expotutiabilities incurred in the normal course & iusiness operations. Where a
probable contingency exists and the amount ofdke tan be reasonably estimated, the Company ett@@stimated liability. Considerable
judgment is required in analyzing and recordinchdiabilities and actual results may vary from gstimates

The Company’s pending legal proceedings are lintitditigation incidental to its business. In thgiion of management, the ultimate
resolution of these matters will not have a matadwerse effect on the Company’s financial statgse

8. Supplemental Guarantor Information

The $480 million principal amount® ;% Senior Notes due 2022 (the "2022 Notes"), $430omiprincipal amount 5/ 3% Senior
Notes due 2022 (the "2022 Mirror Notes") ¢$350 million principal amount & % Senior Notes due 2023 (the
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"2023 Notes") (collectively, the "Senior Notes"amsecured obligations of Holdings ("Issuer") arelfully and unconditionally guaranteed
by the Company (“Parent Guarantor”) and substdytél of the Issuer’s subsidiaries (“Combined Sdizsy Guarantors”). The guarantees
are joint and several. The Combined Subsidiary &uars are directly or indirectly wholly owned thetlssuer, which is wholly owned by
Parent Guarantor. A significant amount of the Issugash flow is generated by the Combined Subsideuarantors. As a result, funds
necessary to meet the Issuer’s debt service oldigaare provided in large part by distributionadvances from the Combined Subsidiary
Guarantors. The Senior Notes are governed by indesithat contain certain restrictive covenantgsghrestrictions affect, and in many
respects limit or prohibit, among other things, aéidity of the Parent Guarantor, the Issuer asdiibsidiaries to incur indebtedness, make
prepayments of certain indebtedness, pay dividendke investments, engage in transactions wittkbtdders and affiliates, issue capital
stock of subsidiaries, create liens, sell asselseagage in mergers and consolidations.

The following information sets forth the CompangZendensed Consolidating Balance Sheets as of Mdrch014 and December 31,
2013, Condensed Consolidating Statements of Qpasafor the three months ended March 31, 2014283 , Condensed Consolidating
Statements of Comprehensive Income for the thragmsceended March 31, 2014 and 20B3d Condensed Consolidating Statements of
Flows for the three months ended March 31, 20142813 .
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tw telecom inc.

CONDENSED CONSOLIDATING BALANCE SHEET

March 31, 2014

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
ASSETS
Current assets:
Cash and cash equivalents $ 2454¢ $ 154,290 $ — 3 — $ 178,83¢
Investments — 176,39 — — 176,39
Receivables, net — — 98,81: — 98,81
Prepaid expenses and other current assets — 14,17¢ 9,55¢ — 23,73¢
Deferred income taxes — 54,00¢ 2C — 54,02¢
Intercompany receivable 795,85’ 1,578,08: — (2,373,94) —
Total current assets 820,40: 1,976,95! 108,38t (2,373,94) 531,80
Property, plant and equipment, net — 80,41( 1,645,85. — 1,726,26.
Deferred income taxes — 87,84¢ 484 — 88,33:
Goodwill — — 412,69: — 412,69:
Intangible and other assets, net — 34,97¢ 18,47" — 53,45
Total assets $ 820,40 $ 2,180,18 $ 2,18589 $ (2,373,94) $ 2,812,554
LIABILITIES AND STOCKHOLDERS' EQUITY
(DEFICIT)
Current liabilities:
Accounts payable $ — 10,54. $ 61,17( $ — 3 71,71
Current portion debt and capital lease obligations — 5,48( 3,39¢ — 8,87¢
Other current liabilities — 82,68: 139,17 — 221,85¢
Intercompany payable — — 2,373,941 (2,373,94) —
Total current liabilities — 98,70: 2,577,68! (2,373,94)) 302,44
Losses in subsidiary in excess of investment 288,14 849,20t — (1,137,35J) —
Long-term debt and capital lease obligations, net — 1,772,86! 142,21¢ — 1,915,08
Long-term deferred revenue — — 19,87: — 19,87:
Other long-term liabilities — 11,70¢ 30,88: — 42,59(
Stockholders’ equity (deficit) 532,26 (552,299 (584,76 1,137,35 532,55
Total liabilities and stockholders’ equity
(deficit) $ 820,40 $ 2,180,18 $ 2,185,89. $ (2,373,94) $ 2,812,544
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tw telecom inc.

CONDENSED CONSOLIDATING BALANCE SHEET
December 31, 2013

Parent
Guarantor

Issuer

Combined
Subsidiary
Guarantors

Eliminations

Consolidated

(amounts in thousands)

ASSETS
Current assets:
Cash and cash equivalents $ 2454¢ $ 259,87 $ — 3 — $ 284,41
Investments — 194,57¢ — — 194,57¢
Receivables, net — — 107,25t — 107,25¢
Prepaid expenses and other current assets — 14,43« 8,111 — 22,54t
Deferred income taxes — 54,00¢ 2C — 54,02¢
Intercompany receivable 917,93: 1,475,29: — (2,393,23) —
Total current assets 942 ,47¢ 1,998,18 115,38 (2,393,23)) 662,82
Property, plant and equipment, net — 75,14: 1,619,81. — 1,694,95
Deferred income taxes — 95,60: 484 — 96,08’
Goodwill — — 412,69: — 412,69:
Intangible and other assets, net — 36,00: 19,89¢ — 55,89¢
Total assets $ 94247t $ 2,20493 $ 2,168,27" $ (2,393,23) $ 2,922.46!
LIABILITIES AND STOCKHOLDERS' EQUITY
(DEFICIT)
Current liabilities:
Accounts payable $ — 8,29¢ $ 30,15¢ $ — 3 38,45¢
Current portion debt and capital lease obligations,
net — 29,00¢ 3,462 — 32,47(
Other current liabilities — 87,33: 151,03 — 238,37
Intercompany payable — — 2,393,23i (2,393,23) —
Total current liabilities — 124,63¢ 2,577,88 (2,393,23)) 309,29¢
Losses in subsidiary in excess of investment 306,44( 858,49¢ — (1,164,93) —
Long-term debt and capital lease obligations, net — 1,773,60 143,16¢ — 1,916,77!
Long-term deferred revenue — — 20,04¢ — 20,04¢
Other long-term liabilities — 10,52¢ 29,74¢ — 40,27
Stockholders’ equity (deficit) 636,03¢ (562,339 (602,57() 1,164,93! 636,06¢
Total liabilities and stockholders’ equity
(deficit) $ 94247t $ 2,20493 $ 2,168,270 $ (2,393,23) $ 2,922.46!
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tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
Three Months Ended March 31, 2014

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)

Total revenue $ — $ — $ 408,290 $ — $  408,29:
Costs and expenses:
Operating, selling, general and administrative — 71,94: 208,93 — 280,87
Depreciation, amortization and accretion — 8,591 73,86: — 82,45¢
Corporate expense allocation — (80,537 80,53: — —

Total costs and expenses — — 363,32° — 363,32
Operating income — — 44,96¢ — 44,96¢
Interest expense, net — (20,489 (5,019 — (25,500
Debt extinguishment costs — (1,282) — — (1,282
Interest expense allocation — 21,77( (21,770 — —
Income before income taxes and equity in undisteith
earnings of subsidiaries — — 18,18 — 18,18«
Income tax expense — 8,013 37¢ — 8,39:
Net income (loss) before equity in undistributed
earnings of subsidiaries — (8,017 17,80¢ — 9,791
Equity in undistributed earnings of subsidiaries 9,791 17,80¢ — (27,599 —
Net income $ 9,791 $ 9,791 $ 17,80¢ $ 27,599 $ 9,791
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tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
Three Months Ended March 31, 2013

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)

Total revenue $ — $ — $ 381,20¢ $ — 381,20¢
Costs and expenses:
Operating, selling, general and administrative — 64,80 189,83 — 254,64«
Depreciation, amortization and accretion — 6,57¢ 67,81¢ — 74,39¢
Corporate expense allocation — (71,38¢) 71,38t — —

Total costs and expenses — — 329,03¢ — 329,03¢
Operating income — — 52,17( — 52,17(
Interest expense, net (8,13¢) (17,879 (2,049 — (28,067)
Interest expense allocation 8,13¢ 17,87¢ (26,019) — —
Income before income taxes and equity in undisteith
earnings of subsidiaries — — 24,10° — 24,10"
Income tax expense — 10,617 34¢ — 10,96:
Net income (loss) before equity in undistributed
earnings of subsidiaries — (120,617 23,76 — 13,14«
Equity in undistributed earnings of subsidiaries 13,14« 23,76! — (36,905 —
Net income $ 13,14 % 13,14« $ 23,76. % (36,90 $ 13,14«
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
Three Months Ended March 31, 2014
(unaudited)

Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated

(amounts in thousands)
Net income $ 9,791 $ 9,791 $ 17,80¢ $ (27,599 $ 9,791
Other comprehensive income (loss), net of tax:
Unrealized loss on available-for-sale

securities (10) (20 — 1C (20
Other comprehensive income (loss), net of tax (20 (20 — 1C (20
Comprehensive income $ 9,781 $ 9,781 $ 17,80¢ $ (27,589 $ 9,781
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
Three Months Ended March 31, 2013

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
Net income $ 13,14 % 13,14« $ 23,76. % (36,909 $ 13,14«
Other comprehensive income, net of tax:
Unrealized gain on available-for-sale
securities 8 8 — 8 8
Other comprehensive income, net of tax 8 8 — (8) 8
Comprehensive income $ 13,15. $ 13,15. $ 23,76. % (36,91) $ 13,15:
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
Three Months Ended March 31, 2014

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations Consolidated
(amounts in thousands)
Cash flows from operating activities:
Net income $ 9,791 % 9,791 $ 17,80¢ $ (27,599 $ 9,791
Adjustments to reconcile net income to net cas
provided by operating activities:
Depreciation, amortization and accretion — 8,591 73,86 — 82,45¢
Deferred income taxes — 8,017 — — 8,017
Stock-based compensation expense — — 9,38¢ — 9,38¢
Extinguishment costs, amortization of discot
on debt and deferred debt issue costs — 2,89t — — 2,89¢
Intercompany and equity investment changes 104,75¢ (112,076 (20,28 27,59¢ —
Changes in operating assets and liabilities — (1,309 3,98¢ — 2,68(
Net cash provided by (used in) operating
activities 114,55( (84,08¢) 84,76 — 115,22!
Cash flows from investing activities:
Capital expenditures — (13,880 (87,759 — (101,63
Purchases of investments — (51,709 — — (51,709
Proceeds from sale of investments — 69,50¢ — — 69,50¢
Other investing activities, net — 22 4,31¢ — 4,33¢
Net cash provided by (used in) investing
activities — 3,94¢ (83,439 — (79,489
Cash flows from financing activities:
Net proceeds (tax withholdings) from issuance of
common stock upon exercise of stock options and
vesting of restricted stock awards and units (10,380) — — — (10,380
Purchases of treasury stock (104,17() — — — (104,17()
Excess tax benefits from stock-based compensation — 41z — — 412
Retirement of debt obligations — (24,419 — — (24,419
Payment of debt and capital lease obligations — (1,436 (1,329 — (2,760
Net cash used in financing activities (114,55() (25,447 (1,329 — (141,319
Decrease in cash and cash equivalents — (105,58() — — (105,58()
Cash and cash equivalents at beginnir
of period 24,54¢ 259,87: — — 284,41¢
Cash and cash equivalents at end of
period $ 2454¢ $ 154290 $ — — $ 178,83¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S - (Continued)

tw telecom inc.

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
Three Months Ended March 31, 2013

(unaudited)
Combined
Parent Subsidiary
Guarantor Issuer Guarantors Eliminations

Consolidated

(amounts in thousands)
Cash flows from operating activities:

Net income $ 13,14: % 13,14 % 23,76, $ (36,909 $ 13,14«
Adjustments to reconcile net income to n
cash provided by operating activities:
Depreciation, amortization and
accretion — 6,57¢ 67,81¢ — 74,39¢
Deferred income taxes — 10,61" — — 10,617
Stock-based compensation expense — — 9,46: — 9,46%
Amortization of discount on debt and
deferred debt issue costs 5,91¢ 877 — — 6,79¢
Intercompany and equity investment
changes 27,24" (88,657 24,49¢ 36,90¢ —
Changes in operating assets and
liabilities 2,21¢ 11,01t (46,04°) — (32,819
Net cash provided by (used in)
operating activities 48,52¢ (46,419 79,49 — 81,60(
Cash flows from investing activities:
Capital expenditures — (20,909 (76,89 — (87,800
Purchases of investments — (50,937 — — (50,937
Proceeds from sale of investments — 33,99( — — 33,99(
Other investing activities, net — 5) (2,239 — (2,240
Net cash used in investing
activities — (27,850 (79,13) — (106,989
Cash flows from financing activities:
Net proceeds (tax withholdings) from
issuance of common stock upon exercise of
stock options and vesting of restricted stock
awards and units 6,15¢ — — — 6,15¢
Purchases of treasury stock (54,627 — — — (54,627
Excess tax benefits from stock-based
compensation — 601 — — 601
Retirement of convertible debt obligation (59 — — — (59
Payment of debt and capital lease
obligations — (1,350 (359 — (1,709
Net cash used in financing
activities (48,529 (749 (359 — (49,63¢)
Decrease in cash and cash
equivalents — (75,019 — — (75,019
Cash and cash equivalents at
beginning of period 24,54. 782,18 — — 806,72¢
Cash and cash equivalents at end
of period $ 2454 $ 707,16t $ — % — $ 731,71
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9. Subsequent Event
Level 3 Merger

On June 15, 2014, the Company entered into an Aggeeand Plan of Merger (the "Merger Agreementthvievel 3 Communication
Inc. ("Level 3") and certain of its subsidiariesewiby the Company agreed to merge with and intbha@lywowned subsidiary of Level 3 (the
"Level 3 merger").

Upon completion of the Level 3 merger, (i) eacluégsand outstanding share of common stock of thepaay, other than dissenting
shares, will be converted into 0.7 shares (theclS@onsideration") of Level 3's common stock araright to receive $10.00 in cash (the
"Cash Consideration" and, together with the Stoocksieration, the "Merger Consideration"). The ggrAgreement also provides that the
(i) issued and outstanding options to purchas€tirapany's common stock will be exchanged for Me@mmsideration, as adjusted to refl
the exercise price of each such outstanding otiwh(ii) issued and outstanding restricted stoakrastricted stock units covering the
Company's common stock will vest and be exchangetérger Consideration. The Level 3 merger iseex@d to close during the fourth
quarter of 2014, but not before October 4, 2014e @losing of the Level 3 merger is subject tortezipt of certain regulatory and
governmental approvals and the satisfaction oh@erdonditions, including the approval of the Le8eherger by the Company's stockholders
and the approval of Level 3's proposed stock isseiand charter amendments by Level 3's stockholders
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Exhibit 99.3

LEVEL 3 COMMUNICATIONS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL ST ATEMENTS

The following Unaudited Pro Forma Condensed Combined Balance Sheet as of March 31, 2014 and the Unaudited Pro
Forma Condensed Combined Statements of Operations for the three months ended March 31, 2014 and the fiscal year ended
December 31, 2013 of Level 3 Communications, Inc. ("Level 3") have been prepared as if Level 3's merger with tw telecom inc.
(“tw telecom”), and the assumptions and adjustments described in the accompanying notes herein had occurred on the dates
specified below. On June 15, 2014, Level 3 and tw telecom entered into an agreement and plan of merger (the “merger
agreement”) pursuant to which a direct wholly-owned subsidiary of Level 3 will merge with tw telecom, with tw telecom continuing
as the surviving corporation and immediately following such merger, the surviving corporation will merge with another direct
wholly-owned subsidiary of Level 3, with such subsidiary continuing as the surviving company (collectively, the “mergers”). For
accounting purposes, the mergers will be considered an acquisition of tw telecom by Level 3.

Under the terms of the merger agreement, tw telecom shareholders will receive $10 cash and 0.7 shares of Level 3
common stock for each share of tw telecom common stock that is owned at closing. On June 15, 2014, the date the merger
agreement was signed, tw telecom had approximately 139 million shares outstanding, including approximately 1 million shares
reserved for outstanding share based compensation awards, net of estimated shares withheld for employee tax obligations. The
unaudited pro forma financial information reflects aggregate consideration of approximately $7.6 billion for the tw telecom
mergers, calculated as follows (in millions):

Number of tw telecom common shares eligible for merger consideration* 139
Multiplied by exchange ratio per merger agreement 0.7
Number of Level 3 shares to be issued* 97.3
Multiplied by price of Level 3 common stock* $44.09
Estimated equity consideration $4.290
Estimated cash consideration ($10 cash for each share of tw telecom's common stock) $1,390
Assumption of debt $1,924
Estimated aggregate consideration* $7,604

*The estimated purchase price has been determined based on the closing price of Level 3's common stock on June 13,
2014. Pursuant to the acquisition method of accounting, the final purchase price will be based on the number of tw telecom shares
outstanding and the price of Level 3's common stock as of the closing date. Subject to shareholder and regulatory approvals, as
well as the other closing conditions described herein, the mergers are expected to be completed before the end of 2014.

Based on current information, it is expected that the current Level 3 shareholders will own approximately 71% and the
former tw telecom shareholders will own approximately 29% of the Level 3 common shares outstanding after consummation of the
mergers. After consideration of all applicable factors pursuant to the accounting rules for business combinations, the parties
consider Level 3 to be the “accounting acquirer” for purposes of the preparation of the unaudited pro forma financial information
included below because Level 3 is issuing its common stock to acquire tw telecom (at a premium), the board of directors of the
combined company will be composed principally of former Level 3 directors and the executive management team of the combined
company will largely be led by current Level 3 executives, among other factors. Therefore, for accounting purposes, the mergers
will be considered an acquisition of tw telecom by Level 3.

In order to consummate the mergers and to refinance certain existing indebtedness of tw telecom, Level 3 has entered
into a financing commitment letter, described below, pursuant to which the lenders have committed, subject to customary
conditions, to provide the financing to allow Level 3 to consummate the mergers and to replace certain existing indebtedness of tw
telecom in connection with the consummation of the mergers.

The following unaudited pro forma financial information related to the tw telecom mergers was prepared using the
acquisition method of accounting for business combinations, and is based on the assumption that the mergers took place as of
March 31, 2014 for the purpose of the Unaudited Pro Forma Condensed Combined Balance Sheet. The






Unaudited Pro Forma Condensed Combined Statements of Operations for the three months ended March 31, 2014 and for the
year ended December 31, 2013 are presented as if the mergers occurred on January 1, 2013. Unaudited pro forma adjustments,
and the assumptions on which they are based, are described in the accompanying notes to the Unaudited Pro Forma Condensed
Combined Financial Statements, which are referred to in this section as the notes. Certain reclassifications have been made
relative to tw telecom's historical financial statements in order to present them on a basis consistent with Level 3.

In accordance with the acquisition method of accounting, the actual consolidated financial statements of Level 3 will
reflect the mergers only from and after the completion date of the mergers. Level 3 has not yet undertaken a detailed analysis of
the fair value of tw telecom’s assets and liabilities and will not finalize the purchase price allocation related to the mergers until
after the mergers are consummated. Thus, the provisional measurements of fair value reflected are subject to change once the
valuations are completed. The final valuation will change the allocation of the purchase price, which could significantly affect the
fair value assigned to the assets acquired and liabilities assumed, with a corresponding adjustment to goodwill.

Merger-related costs include transaction costs such as legal, accounting, valuation and other professional services and
financing costs. Total merger-related transaction and financing costs expected to be incurred by Level 3 and tw telecom are
approximately $329 million, which includes $39 million of debt issuance costs incurred in connection with the new financing
arrangement. The costs associated with these non-recurring activities do not represent ongoing costs of the combined
organization and are therefore, not included in the Unaudited Pro Forma Condensed Combined Statements of Operations, but are
included in the Unaudited Pro Forma Condensed Combined Balance Sheet as a reduction of cash and stockholders’ equity,
except for the portion related to capitalizable debt issuance costs. Level 3 expects to incur additional merger-related expenses
associated with the transaction, including integration activities. Based on current plans and information, Level 3 expects to incur
approximately $170 million of integration costs associated with this transaction, however, the ultimate costs incurred may vary
from these estimates. For the purpose of the pro forma information, the estimated integration costs have been excluded as the
timing and effects of these actions are too uncertain to meet the criteria for pro forma adjustments.

The unaudited pro forma information presented below has been prepared in accordance with the rules and regulations of
the U.S. Securities and Exchange Commission. The Unaudited Pro Forma Condensed Combined Financial Statements are not
intended to represent or be indicative of the consolidated results of operations or financial position of Level 3 that would have
been reported had the mergers been completed as of the dates presented, and should not be taken as representative of the future
consolidated results of operations or financial position of Level 3. The Unaudited Pro Forma Condensed Combined Financial
Statements do not reflect any operating efficiencies and cost savings that we may achieve with respect to combining the
companies. Synergies have been excluded from consideration because they are not considered to be factually supportable, which
is a required condition for these pro forma adjustments.

The Unaudited Pro Forma Condensed Combined Financial Statements should be read in conjunction with the historical
consolidated financial statements and accompanying notes of Level 3 and tw telecom included in this filing.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Unaudited Pro Forma Condensed Combined Balance Shee

(dollars in millions)
Assets
Current Assets:
Cash and cash equivalents
Investments
Restricted cash and securities
Receivables, net
Other
Total Current Assets
Property, Plant and Equipment, net
Restricted Cash and Securities
Goodwill
Other Intangibles, net
Other Assets, net
Total Assets

Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable
Current portion of long-term debt
Accrued payroll and employee benefits
Accrued interest
Current portion of deferred revenue
Other
Total Current Liabilities
Long-Term Debt, less current portion
Deferred Revenue, less current portion
Other Liabilities
Total Liabilities

Stockholders' Equity:
Preferred stock
Common stock
Additional paid-in capital
Treasury stock

Accumulated other comprehensive income

Accumulated deficit
Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See the accompanying notes to the Unaudited Pro Forma Condensed Combined Financial Statements.

t at March 31, 2014

Pro Forma
Historical Historicaltw  Pro Forma Financing Pro Forma
Level 3 telecom Adjustments Adjustments Combined
$ 607 $ 179 $ (1,680) (a) $ 1,126 (a) $ 232
— 176 — — 176
7 1 — — 8
699 99 — — 798
159 77 (54) (e) 5 (a) 187
1,472 532 (1,734) 1,131 1,401
8,260 1,726 10 (c) — 9,996
22 — — — 22
2,575 413 4,492 (c)(e) — 7,480
186 10 1,134 (c) — 1,330
374 131 (128) (b)(c)(e) 34 (a) 411
$ 12,889 $ 2812 $ 3,774 $ 1,165 $ 20,640
$ 561 $ 83 $ — $ — $ 644
503 9 — (5) (b) 507
114 43 — — 157
174 29 — (27) (b) 176
262 48 (1) (@) — 309
142 90 — — 232
1,756 302 1) (32) 2,025
7,856 1,915 — 1,197 (b) 10,968
901 20 (8) (d) — 913
778 42 (2) (e)() — 818
11,291 2,279 (11) 1,165 14,724
2 2 @ @ — 3
14,408 1,692 2,597 (9) — 18,697
— (459) 459 (h) — —
42 — — — 42
(12,854) (702) 730 (i) — (12,826)
1,598 533 3,785 — 5,916
$ 12889 $ 2812 $ 3,774 $ 1,165 $ 20,640
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Unaudited Pro Forma Condensed Combined Statement of

For the twelve months ended December 31, 2013

(dollars in millions, except per share data)
Revenue

Costs and Expenses (exclusive of depreciation and amortization shown

separately below)
Cost of Revenue
Depreciation and Amortization
Selling, General and Administrative
Total Costs and Expenses
Operating Income
Other Income (Expense):
Interest expense
Loss on modification and extinguishment of debt, net
Other, net
Total Other Expense
(Loss) Income Before Income Taxes
Income Tax Expense
Net (Loss) Income

Basic Earnings per Common Share
Net (Loss) Income Per Share

Shares Used to Compute Basic Net (Loss) Income per Share (in

thousands)

Diluted Earnings per Common Share
Net (Loss) Income Per Share

Shares Used to Compute Diluted Net (Loss) Income per Share (in

thousands)

Operations
Historical Historical tw ~ Pro Forma
Level 3 telecom Adjustments
$ 6,313 $ 1,564 $ (27) (k)
2,471 432 (24) (k)
800 306 121 (c)
2,376 621 —
5,647 1,359 97
666 205 (124)
(649) (96) (39) (b)
(84) (39) —
(@) — —
(737) (135) (39)
(71) 70 (163)
(38) (34) 23 ()
$ (109) $ 36 $ (140)
$ (0.49) $ 0.25
222,368 144,920 97,300
$ (0.49) $ 0.24
222,368 146,480 97,300

See the accompanying notes to the Unaudited Pro Forma Condensed Combined Financial Statements.

Pro Forma
Combined

$ 7,850

2,879
1,227
2,997
7,103

747

(784)
(123)
(4)
(911)
(164)
(49)

$ (213)

$ (0.67)

319,668

$ (0.67)

319,668




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Unaudited Pro Forma Condensed Combined Statement of

For the three months ended March 31, 2014

(dollars in millions, except per share data)
Revenue

Costs and Expenses (exclusive of depreciation and amortization shown

separately below)
Cost of Revenue
Depreciation and Amortization
Selling, General and Administrative
Total Costs and Expenses
Operating Income
Other Income (Expense):
Interest expense
Loss on modification and extinguishment of debt, net
Other, net
Total Other Expense
Income Before Income Taxes
Income Tax Expense
Net Income

Basic Earnings per Common Share
Net Income Per Share

Shares Used to Compute Basic Net Income per Share (in thousands)

Diluted Earnings per Common Share
Net Income Per Share

Shares Used to Compute Diluted Net Income per Share (in thousands)

See the accompanying notes to the Unaudited Pro Forma Condensed Combined Financial Statements.

Operations

Historical Historical tw  Pro Forma Pro Forma
Level 3 telecom Adjustments Combined

$ 1,609 $ 408 ™k $ 2,010
614 115 (6) (k) 723

184 82 25 (c) 201

547 166 — 713

1,345 363 19 1,727

264 45 (26) 283
(151) (26) 9) (b) (186)
— (1) — (1)

6 — — 6
(145) (27) 9) (181)

119 18 (35) 102
) (8) S () (10)

$ 112 $ 10 $ (30) $ 92
$ 048 $ 0.07 $ 0.28
235,635 138,088 97,300 332,935

$ 047 $ 0.07 $ 0.27
239,294 140,097 97,300 336,594




Notes to Unaudited Pro Forma Condensed Combined Fin ancial Information

(1) Basis of Presentation

The accompanying Unaudited Pro Forma Condensed Combined Financial Statements are provided for illustrative
purposes only and do not purport to represent what the actual consolidated results of operations or the consolidated financial
position of Level 3 would have been had the mergers occurred on the dates assumed, nor are they necessarily indicative of future
consolidated results of operations or consolidated financial position. The Unaudited Pro Forma Condensed Combined Financial
Statements do not reflect cost savings, operating synergies or revenue enhancements anticipated to result from the mergers, the
costs to integrate the operations of Level 3 and tw telecom, or the costs necessary to achieve these cost savings, operating
synergies or revenue enhancements. The Unaudited Pro Forma Condensed Combined Financial Statements should be read in
conjunction with the separate historical consolidated financial statements and accompanying notes of Level 3 and tw telecom that
are included herein. Certain reclassifications have been made to the historical presentation of tw telecom'’s financial statements to
conform to the presentation used in the Unaudited Pro Forma Condensed Combined Balance Sheet and relate primarily to other
current assets, other current liabilities and other noncurrent liabilities. Certain reclassifications have been made to the historical
presentation of tw telecom's financial statements to conform to the presentation used in the Unaudited Pro Forma Condensed
Combined Statement of Operations primarily related to cost of revenue, depreciation and amortization and selling, general and
administrative expenses.

The following unaudited pro forma adjustments have been reflected in the Unaudited Pro Forma Condensed Combined
Financial Statements. These adjustments give effect to pro forma events that are (i) directly attributable to the mergers, (ii)
factually supportable and (iii) with respect to the condensed combined statements of operations, expected to have a continuing
effect on the combined company. As of the date of this filing, Level 3 has not performed the detailed valuation studies necessary
to arrive at the required estimates of the fair market value of tw telecom's assets to be acquired and liabilities to be assumed and
the related allocations of purchase price, nor has it identified the adjustments necessary, if any, to conform tw telecom's
accounting policies to Level 3's accounting policies. However, as indicated in Note 2 to the Unaudited Pro Forma Condensed
Combined Financial Statements, Level 3 has made certain adjustments to the March 31, 2014 historical book values of tw
telecom's assets and liabilities to reflect certain preliminary estimates of the fair values necessary to reflect adjustments required
by the application of the acquisition method of accounting for business combinations. Any excess purchase price over the
estimated fair value of tw telecom's net assets has been recorded as goodwill. Actual results will differ from these Unaudited Pro
Forma Condensed Combined Financial Statements once Level 3 has determined the final purchase price for tw telecom, has
completed the valuation studies necessary to finalize the required purchase price allocations based on the tangible and intangible
assets and liabilities of tw telecom at the completion of the mergers, and has finalized any necessary adjustments from
conforming accounting policies and further classification changes. The determination of the final purchase price allocations can be
highly subjective and it is possible that other professionals applying reasonable judgment to the same facts and circumstances
could develop and support a range of alternative estimated amounts. Level 3 is still in the process of completing the detailed
valuation studies and other analysis necessary to finalize the necessary purchase price allocation and identifying any related
effect there may be on the Unaudited Pro Forma Condensed Combined Financial Statements. There can be no assurance that
the finalization of Level 3's review will not result in material changes.

(2) Basis of Preliminary Purchase Price Allocation

The mergers with tw telecom will be accounted for in accordance with the acquisition method of accounting. The following
preliminary purchase price is based on Level 3's preliminary estimates and is allocated to tw telecom's tangible and intangible
assets and liabilities based on their estimated fair value as of March 31, 2014. The final determination of the allocation of the
purchase price will be based on the fair value of such assets and liabilities as of the actual consummation date of the mergers and
will be completed after the mergers are consummated. Such final determination of the purchase price allocation may be
significantly different from the preliminary estimates used in these pro forma financial statements. Based on the closing price of
Level 3's common stock on June 13, 2014, the purchase price would be approximately $7.6 billion, including the assumption of
debt. The requirement to base the final purchase price on the number of tw telecom shares outstanding and the price of Level 3's
common stock as of the closing date will likely result in a per share equity component different from the $44.09 assumed in these
Unaudited Pro Forma Condensed Combined Financial Statements, and that difference may be material. Therefore, the estimated
consideration expected to be transferred reflected in these Unaudited Pro Forma Condensed Combined Financial
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Statements does not purport to represent what the actual consideration transferred will be when the mergers are completed. For
example, an increase or decrease by 10% in the Level 3 common stock price as of the close of business on June 13, 2014
($44.09 per share) would increase or decrease the consideration expected to be transferred by approximately $429 million, which
would be reflected in these Unaudited Pro Forma Condensed Combined Financial Statements as an increase or decrease to
goodwill.

Based upon a preliminary valuation, the total purchase price (as calculated in the manner described above) was allocated
to tw telecom's assets and liabilities as follows:

(dollars in millions) March 31, 2014
Assets:
Cash and cash equivalents $ 179
Investments 176
Restricted cash and securities 1
Receivables 99
Other current assets 7
Property, plant and equipment 1,736
Goodwill 4,905
Other intangibles 1,144
Other assets 91
Total Assets 8,408
Liabilities:
Accounts payable (83)
Current portion of long-term debt 9)
Accrued payroll and employee benefits (43)
Accrued interest (29)
Current portion of deferred revenue 47)
Other current liabilities (90)
Long-term Debt, less current portion (1,915)
Deferred revenue, less current portion (12)
Other noncurrent liabilities (500)
Total Liabilities (2,728)
Total Estimated Consideration $ 5,680

Upon completion of the final fair value assessment after the mergers, Level 3 anticipates that the ultimate purchase price
allocation will differ from the preliminary assessment outlined above. Any changes to the initial estimates of the fair value of the
acquired assets and assumed liabilities will be recorded as adjustments to those assets and liabilities and residual amounts will be
allocated to goodwill.

The guidance related to business combinations outlines the methodologies for calculating merger consideration and for
determining fair values. It also requires that all transaction and restructuring costs related to business combinations be expensed
as incurred, and it requires that changes in deferred tax asset valuation allowances and liabilities for tax uncertainties subsequent
to the merger date that do not meet certain re-measurement criteria be recorded in the statement of operations. Total merger-
related transaction and financing costs expected to be incurred by Level 3 and tw telecom are estimated to be approximately $329
million and as they are non-recurring, are reflected only in the Unaudited Pro Forma Condensed Combined Balance Sheet as a
reduction of cash, of which $39 million is attributable to debt issuance costs and the remainder will reduce stockholders’ equity.

The Unaudited Pro Forma Condensed Combined Financial Information does not reflect ongoing cost savings, operating
synergies or revenue enhancements that Level 3 expects to achieve as a result of the mergers, the costs to integrate the
operations of Level 3 and tw telecom and to achieve these cost savings operating synergies or revenue enhancements. Level 3
expects to incur approximately $170 million of integration costs associated with this transaction. The mergers are expected to
create approximately $200 million in annualized operating cost synergies and approximately $40 million in annualized capital
expenditure savings. Level 3 expects to recognize the operating cost savings from network expense savings and operating
expense savings, primarily from the reduction in back office




areas, public company costs, supplier savings, management overlap and the combination of network platforms. The synergy and
cost savings estimates are forward looking statements and are qualified by reference to the important disclosures set forth under
“Forward-Looking Statements.” Level 3 cannot assure that these estimated synergies or cost savings will be achieved.

(3) Accounting Policies

Upon completion of the mergers, Level 3 will continue its review of tw telecom's accounting policies. As a result of that

review, Level 3 may identify differences between the accounting policies of the two companies that, when conformed, could have
a material effect on the combined financial statements. At this time, Level 3 is not aware of any differences that would have a
material effect on the combined financial statements. The Unaudited Pro Forma Condensed Combined Financial Statements do
not assume any differences in accounting policies.

(4) Pro Forma Adjustments

(@)

(b)

Adjustment to record the cash received from merger-related financing as of March 31, 2014 discussed further below, net
of $ 1,796 million to retire tw telecom’s short term and long term debt excluding capital lease obligations and debt discount
and issuance costs and $ 27 million of accrued interest on retirement of tw telecom's debt.

Financing

Dollars in millions Adjustments

Proceeds from Level 3 merger-related financing $ 3,000
Discount on merger-related financing (12)
Debt issuance costs of Level 3 merger-related financing (Note 4b), short term (5)
Debt issuance costs of Level 3 merger-related financing (Note 4b), long term (34)
Repayment of certain of tw telecom’s debt (2,796)
Payment of accrued interest on retirement of tw telecom’s debt (27)
Net proceeds from financing activities $ 1,126

Cash of $1,731 million was assumed to be used for the cash portion of the merger consideration of $1,390 million and for
$329 million of Level 3's estimated financing and transaction costs, which includes $39 million of pro forma financing
adjustments for debt issuance costs.

For the purpose of the Unaudited Pro Forma Condensed Combined Balance Sheet, Level 3 has assumed it would borrow
through the capital markets transactions an aggregate of $3.0 billion, comprised of $2.4 billion aggregate principal amount
in a senior secured term loan and $600 million aggregate principal amount of unsecured senior notes, to fund the cash
portion of the merger consideration, the refinancing of tw telecom’s short term and long term debt, transaction costs
related to the mergers and the refinancings and for general corporate purposes. Level 3 expects to seek this financing
ahead of the closing of the mergers. The allocation of the debt financing between the senior secured term loan and
unsecured senior notes may vary from the amounts assumed for purposes of the Unaudited Pro Forma Condensed
Combined Financial Information.

On June 15, 2014, concurrent with the execution of the merger agreement, Level 3 Financing, Inc. and Level 3 entered
into a financing commitment letter (the “Commitment Letter”) with the Commitment Parties, as separately defined in the
Commitment Letter. The Commitment Letter provides for a senior secured term loan facility in an aggregate amount of up
to $2.4 billion (the “senior secured facility”). The Commitment Letter also provides for a senior unsecured facility bridge
financing of $600 million (the “unsecured facility”). The unsecured facility portion of the Commitment Letter is reduced by
the amount of any senior notes or certain other securities (“debt securities”) that are issued in relation to the mergers on
or prior to the closing of the mergers. Under certain circumstances, the committed amounts can be allocated from the
senior secured facility to the unsecured facility at the option of Level 3. Unless Level 3 or Level 3 Financing, Inc. has
obtained an aggregate of $3.0 billion in the capital markets prior to closing, Level 3 and Level 3 Financing retain the ability
to draw on the commitments contained in the Commitment Letter pursuant to the terms and conditions as specified in the
Commitment Letter.




The adjustments to account for these financing adjustments are as follows:

As of March 31, 2014

Current Portion of Long Long Term Debt, less
Dollars in millions Term Debt Current Portion
Level 3's historical debt balance $ 503 $ 7,856
tw telecom’s historical debt balance 9 1,915
New debt issued by Level 3, net of discount of $12 million — 2,988
Repayment of certain of tw telecom’s debt (5) (2,791)
Total Debt Balance $ 507 $ 10,968

For pro forma purposes, Level 3 assumes that tw telecom debt, except for capital lease obligations, has been replaced
with the senior secured facility and $600 million aggregate principal amount of unsecured senior notes. Level 3 estimates
an increase in interest expense of approximately $39 million in 2013 and an increase of $9 million in the first three months
of 2014 associated with the incremental debt Level 3 will issue in connection with the mergers after retiring tw telecom’s
existing debt. The change in interest expense for such periods is based on a $2.4 billion senior secured facility, with an
assumed annual interest rate of 4.00% and $600 million aggregate principal amount of unsecured senior notes with an
assumed annual interest rate of 5.25%. The assumed term of the term loan facility is seven years and the assumed term
of the unsecured senior notes is eight years. For the purpose of the Unaudited Pro Forma Condensed Combined
Statement of Operations, it has been assumed that Level 3 drew down the senior secured facility and issued the
unsecured senior notes on January 1, 2013 and therefore incurred interest expense of approximately $134 million in 2013
and $33 million in the first three months of 2014. This interest expense was offset by the elimination of tw telecom’s
interest expense due to the retirement of tw telecom's outstanding debt of $1,821 million for the year ended December 31,
2013 and $1,796 million for the three months ended March 31, 2014, which corresponds to $95 million in interest expense
in 2013 and $24 million in the first three months of 2014.

Twelve months ended Three months ended
Dollars in millions December 31, 2013 March 31, 2014
tw telecom’s historical interest expense $ (95) $ (24)
Interest expense resulting from debt Level 3 will issue in connection with the
Merger 134 33
Increase in interest expense $ 39 % 9

The assumed interest rates of 4.00% for the senior secured facility is based on a LIBOR floor of 1.00% plus 3.00%. Based
on the LIBOR Rate of 0.23% on June 15, 2014, a decrease of 1% from the base LIBOR rate assumed on the senior
secured facility would not change the pro forma interest expense reflected in the Unaudited Pro Forma Condensed
Combined Statement of Operations for the twelve months ended December 31, 2013 or the first three months of 2014. An
increase of 1% from the base LIBOR rate assumed on the senior secured facility would increase interest expense on the
debt by $6 million and $1 million for the twelve months ended December 31, 2013 and the three months ended March 31,
2014, respectively.

An increase or decrease of 1% from the assumed interest rate on the unsecured senior notes would affect interest
expense on the debt by $6 million for the twelve months ended December 31, 2013 and $2 million for the three months
ended March 31, 2014, respectively.

Included in the incremental interest expense is additional interest expense of approximately $6 million for the twelve
months ended December 31, 2013 and $2 million for the first three months of 2014 for the amortization of debt issuance
costs associated with the senior secured facility and the unsecured senior notes. Debt issuance costs associated with the
senior secured facility and unsecured senior notes were assumed to be approximately $39 million ($30 million of costs
associated with the senior secured facility amortized over seven years and $9 million associated with the unsecured
senior notes amortized over eight years). The Unaudited Pro Forma Condensed Combined Balance Sheet also includes
an adjustment to reduce other noncurrent assets by $32 million for the elimination of net deferred financing fees upon
retirement of tw telecom’s existing debt.
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The interest that Level 3 expects to ultimately pay can vary greatly from what is assumed in these Unaudited Pro Forma
Condensed Combined Financial Statements and will depend on the actual timing and maturity profile of any permanent
debt financing issued and the actual fixed/floating interest rate mix of any permanent debt financing and Level 3’s credit
rating, amongst other factors.

Adjustments to reflect the components of the preliminary estimates of the fair value of assets to be acquired by Level 3 at
the completion of the mergers.

Estimated
Estimated Fair Remaining Useful
Dollars in millions March 31, 2014 Value Increase Lives (Years)
Property, Plant and Equipment $ 1,726 $ 1,736 $ 10 1-33 years
Customer Relationships 10 1,040 1,030 9-10 years
Trademark and trade names — 104 104 5 years
Goodwill 413 4,447 4,034 Indefinite

Adjustments to reflect fair values were estimated by Level 3 management based on a market approach, considering
factors such as asset utilization and estimated useful lives, amongst others. An additional adjustment of $8 million was
recorded to reduce the value of Other Assets.

As of the effective date of the mergers, identifiable intangible assets are required to be measured at fair value and
these acquired identifiable intangible assets could include assets that are not intended to be used or sold or that are
intended to be used in a manner other than their highest and best use. For purposes of these Unaudited Pro Forma
Condensed Combined Financial Statements, it is assumed that all identifiable intangible assets will be used and that all
assets will be used in a manner that represents the highest and best use of those assets, but it is not assumed that any
market participant synergies will be achieved. The consideration of synergies has been excluded because they do not
meet the required criteria for being considered a pro forma adjustment. For purposes of the preliminary allocation, Level 3
has estimated a fair value for tw telecom’s intangible assets related to trademark and trade names and customer
relationships based on the net present value of the projected income stream of those intangible assets. Goodwill is not
amortized.

The Unaudited Pro Forma Condensed Combined Statements of Operations have been adjusted to reflect the
corresponding adjustments to tw telecom’s acquired tangible and intangible assets.

Twelve months ended Three months ended

Dollars in millions December 31, 2013 March 31, 2014

tw telecom’s historical depreciation and amortization $ (306) $ (82)
Depreciation and amortization after fair value adjustments and changes in the

estimated useful lives associated with acquired assets 427 107
Increase in depreciation and amortization expense $ 121 $ 25

A 10% change in the allocation between the acquired tangible and intangible assets and goodwill would result in a change
in annual depreciation and amortization expense of approximately $43 million and would cause Level 3's pro forma basic
and diluted loss from continuing operations per common share to change by $0.13 per share, assuming the 10% change
is applied pro rata to the assets.

(d)Adjustment to record the differences between the estimated fair values and the historical carrying amounts of tw telecom's

deferred revenues including the elimination of deferred revenue balances where no future performance obligation
exists and deferred revenue attributable to tw telecom contracts with Level 3 existing prior to the mergers. tw telecom
had certain deferred revenues on its balance sheet associated with sales of capacity leases, prepaid services and
installation activities. These deferred balances arise from tw telecom receiving up-front payments while recognizing the
related revenue over the estimated life of the associated contract. The estimated fair value of deferred revenue
represents amounts equivalent to the estimated costs to complete plus an appropriate profit margin to fulfill the
obligations assumed in the transaction. The
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estimated amounts presented for purposes of the Unaudited Pro Forma Condensed Combined Balance Sheet are based
upon the deferred revenue of tw telecom as of March 31, 2014.

Estimated Fair

Dollars in millions March 31, 2014 Value Decrease
Current portion of deferred revenue $ 48 $ 47 $ 1
Deferred Revenue, less current portion 20 12 8

As of the completion date of the mergers, tw telecom will be consolidated with Level 3 for U.S. federal income tax
purposes. Therefore, Level 3 has presented the unaudited pro forma financial statements accordingly to reflect the effect
of the consolidation.

As part of the accounting for the mergers, Level 3 will record the acquired assets and liabilities on its books at their
estimated fair value as of the date of the mergers. For tax purposes, due to the nature of the acquisition being treated as a
non-taxable transaction, Level 3 will assume carryover tax basis of tw telecom’s assets and liabilities. This will create
material deferred tax liabilities primarily for the book versus tax basis differences of tangible and intangible assets. Based
on the preliminary valuation of the intangible and tangible assets, an adjustment of $458 million was made to the
Unaudited Pro Forma Condensed Combined Balance Sheet to record a deferred tax liability for book versus tax
differences of the intangible and tangible assets. In the event the valuation of the intangible and tangible assets changes
materially in the future, the amount of the recorded deferred tax liability would materially change as well.

Level 3 anticipates that upon consolidation, the portion of the tax provision attributable to tw telecom will be limited to the
income tax expense related to indefinite-lived assets due to the substantial net operating losses and full valuation
allowance on Level 3's net deferred tax assets. For purposes of the Unaudited Pro Forma Condensed Combined Balance
Sheet, Level 3 has reduced tw telecom's net deferred tax assets by $140 million.

On the date of completion of the mergers, all outstanding employee stock option awards, restricted stock and restricted
stock units of tw telecom will be canceled and exchanged for Level 3 shares and cash in accordance with the terms of the
merger agreement. All other tw telecom employee stock plans will be terminated. The employees of tw telecom will
participate in Level 3's stock-based compensation programs after completion of the mergers.

(g) Adjustment to reflect the elimination of tw telecom’s common shares outstanding, net of the assumed issuance of common

shares as a result of the mergers calculated by multiplying tw telecom’s common shares outstanding by the 0.7 share
exchange ratio.

Adjustments as of

Dollars in millions March 31, 2014

Issue 97.3 million shares of Level 3 common stock @ $0.01 par value $ 1
Eliminate tw telecom common stock (2)
Adjustment to common stock $ (1)

The related adjustment to additional paid-in capital for the aforementioned changes in common is as follows:

Adjustments as of

Dollars in millions March 31, 2014

Total estimated equity consideration $ 4,290
Elimination of tw telecom additional paid-in capital (1,692)
Common stock (2)
Adjustment to additional paid-in capital $ 2,597

(h) Adjustment to eliminate tw telecom’s treasury stock, which will be canceled upon completion of the mergers.
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(i) Adjustment to eliminate tw telecom’s accumulated deficit, and to record estimated non-recurring financing and merger-
related costs of Level 3, as follows:

Adjustment as of

Dollars in millions March 31, 2014

Eliminate tw telecom’s accumulated deficit $ 702
Estimated financing and merger-related expenses (290)
Net adjustments to deferred taxes 318
Adjustment to accumulated deficit $ 730

The newly created deferred tax liabilities as a result of acquisition accounting will offset tw telecom’s deferred tax assets
as well as a portion of Level 3's deferred tax assets. As a result, Level 3 has included an adjustment to the Unaudited Pro
Forma Condensed Combined Balance Sheet to reflect a one-time release of valuation allowance. In the event of a change
to the valuation of tw telecom’s assets and liabilities, the amount of the newly created deferred tax liability could change
materially, along with the amount of the one-time release of the valuation allowance.

()) As of December 31, 2013, Level 3 had net operating loss carry forwards of approximately $9.1 billion for U.S. federal
income tax purposes. tw telecom’s net operating loss carry forwards for U.S. federal income tax purposes were $800
million. Given Level 3’s net operating loss carry forward position and full valuation allowance against its net deferred tax
assets, income tax expense is primarily related to state and foreign income taxes in the Unaudited Pro Forma Condensed
Combined Statements of Operations. With the exception of income tax expense related to indefinite-lived assets, the
historical tax provision for tw telecom has been reversed as Level 3 anticipates that upon consolidation with Level 3, tw
telecom will not generate other current or deferred tax expense or benefit for U.S. federal and state income tax purposes.

Level 3 is still in the process of completing the detailed valuation studies and other analysis necessary to finalize the
necessary adjustments related to income taxes, and related deferred tax assets and liabilities. There can be no assurance
that the finalization of Level 3's review will not result in material changes.

(k) Adjustment to eliminate the historical intercompany transactions between Level 3 and tw telecom.
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