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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)

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

For the fiscal year ended December 31, 2011
or

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

For the transition period to

Commission file number 0-15658

LEVEL 3 COMMUNICATIONS, INC.,

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) (I.LR.S. Employer
Identification No.)

1025 Eldorado Blvd., Broomfield, CO 80021-8869

(Address of principal executive offices) (Zipdz)
(720) 888-1000
(Registrant’s telephone number,
including area code)

Securities registered pursuant to section 12(thefAct:

Common Stock, par value $.01 per share New York Stock Exchange

Securities registered pursuant to section 12(¢hefAct
None

Indicate by check mark whether the registrantusel-known seasoned issuer, as defined by Ruleod®e Securities Act. Yegl No O
Indicate by check mark whether the registrant isrequired to file reports pursuant to Section L$ection 15(d) of the Act. YdS  No

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act of493
during the preceding 12 months (or for such shqrteiod that the registrant was required to filersteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. ¥8s No O

Indicate by check mark whether the registrant lndsnstted electronically and posted on its corpokit site, if any, every Interactive Data File rieed
to be submitted and posted pursuant to Rule 46%ghilation S-T (§232.405 of this chapter) during pheceding 12 months (or for such shorter pefiatithe
registrant was required to submit and post suek)il YedX] NoO

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K (82&% of this chapter) is not contained herein, aiiid
not be contained, to the best of the registramtsvwedge, in definitive proxy or information statents incorporated by reference in Part 11l of fhism 10-K

or any amendment to this Form 10{H.

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting comp&8se



definitions of “large accelerated filer,” “accelezd filer,” and “smaller reporting company” in Rul@b-2 of the Exchange Act. (Check one):

Large accelerated fildx] Accelerated filerO

Non-accelerated fileld Smaller reporting companig
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExde Act). Yesd No

As of June 30, 2011, the aggregate market valwemimon stock held by non-affiliates of the registrapproximated $2.99 billion based upon the clpsin
price of the common stock as reported on the NASOBGbal Select Market as of the close of businesthat date. Share of common stock held by each
executive officer and director and by each entigt bwns 10% or more of the outstanding commorkstawe been excluded in that such persons may be
deemed to be affiliates. This determination ofliafé status is not necessarily a conclusive detextion for other purposes.

Indicate the number of shares outstanding of e&tthearegistrant's classes of common stock, aBeofatest practicable date.

Title Outstanding
Common Stock, par value $.01 per share 208,258,103 as of February 23, 2012

DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorgerhby reference and the Part of the Form 10-K (Bart |, Part 11, etc.) into which the documesnt i
incorporated: (1) Any annual report to securitydsos; (2) Any proxy or information statement; aByAny prospectus filed pursuant to Rule 424(b) é)d
under the Securities Act of 1933. The listed doausishould be clearly described for identificatmmposes (e.g., annual report to security holdaréidcal
year ended December 24, 1980.)

Portions of the Company's Definitive Proxy Statetrfenthe 2012 Annual Meeting of Stockholders areorporated by reference into Part 11l of this Form
10-K.
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Unless the context otherwise requires or exprestsied herein, when we use the words “Level 3,” "Wes,” or “our company” in
this annual report on Form 10-K, we are referringltevel 3 Communications, Inc., a Delaware corporatand its subsidiaries,. Throughout
this annual report on Form 1B; we use various industry terms and abbreviatiovtsich we have defined in the Glossary of Ternmbeend ¢
Item 1,“Business.” The Level 3 logo and Level 3 are registl service marks of our wholly owned subsidieeyel 3 Communications, LLC,
in the United States and other countries. All righate reserved. This annual report on FormKL@efers to trade names and trademarks of c
companies. The mention of these trade names addrtrarks in this annual report on Form 10-K is madih due recognition of the rights of
these companies and without any intent to misapjatgthose names or marks. All other trade namesteademarks appearing in this ann
report on Form 10-K are the property of their resfree owners.

Cautionary Factors That May Affect Future Results
(Cautionary Statements Under the Private Securitietitigation Reform Act of 1995)

This annual report on Form 10-K contains forwdoiking statements and information that are basethe beliefs of our managem:
as well as assumptions made by and informatiorentlyr available to us. When we use the words “grdie”, “believe”, “plan”, “estimate’anc
“expect” and similar expressions in this annuabrépn Form 10-K, as they relate to us or our manaant, we are intending to identify
forward-looking statements. These statements reflect auecuviews with respect to future events and atgext to certain risks,
uncertainties and assumptions.

Should one or more of these risks or uncertaimtiagerialize, or should underlying assumptions priagerrect, our actual results may
vary materially from those described in this docam&hese forwardlooking statements include, among others, statesrmmtcerning:

e our communications business, its advantages anstategy for continuing to pursue our busin

e our integration with the operations of Globab€sing Limited (“Global Crossing”), which we acaedrin October 2011, and
anticipated benefits and synergies in connectidh sich acquisition;

« anticipated development and launch of new servitesir busines

« anticipated dates on which we will begin providoggtain services or reach specific milesto

e growth of the communications indust

e expectations as to our future revenue, margingresgs, cash flows and capital requirements

« other statements of expectations, beliefs, &plans and strategies, anticipated developmendtetuer matters that are not
historical facts.

These forwardlooking statements are subject to risks and uniceiga, including financial, regulatory, environnek) industry growtl
and trend projections, that could cause actualtswarresults to differ materially from those exgsed or implied by the statements. The most
important factors that could prevent us from acinigwur stated goals include, but are not limiwdhe effects on our business and our
customers of general economic and financial mar&etlitions as well as our failure to:

» successfully integrate the operations of Gldhalssing or otherwise realize any of the anticigpdtenefits of the Global Crossing
acquisition;

* increase and maintain the traffic on our networdt e resulting revent

» successfully use new technology and informatiortesys to support new and existing servi
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« prevent process and system failures that signifigalisrupt the availability and quality of the si&res that we provid
« provide services that do not infringe the intellettproperty and proprietary rights of oth
« develop new services that meet customer demandgearetate acceptable marg
e attract and retain qualified management and otaesgmnel; an
* meet all of the terms and conditions of our debigations

Except as required by applicable law and regulatiare undertake no obligation to publicly updatg fmward-looking statements,
whether as a result of new information, future esem otherwise. Further disclosures that we makeetated subjects in our additional filings
with the Securities and Exchange Commission (tHeC'S should be consulted. For further informatiegarding the risks and uncertainties
that may affect our future results, please reviesvihformation set forth below under Item 1A, “RiB&ctors.”

Part |
ITEM 1. BUSINESS

Introduction

We are a facilities based provider (that is, a glewthat owns or leases a substantial portiomeflant, property and equipment
necessary to provide its services) of a broad rafgaegrated communications services. We havateteour communications network by
constructing our own assets and through a combimati purchasing other companies and purchasitepsing facilities from others. Our
network is an international, facilities based cominations network. We designed our network to ptexdommunications services that emg
and take advantage of rapidly improving underlyapgical, Internet Protocol, computing and storagghhologies.

Our company was incorporated as Peter Kiewit Séms'in Delaware in 1941 to continue a construttiosiness founded in Omaha,
Nebraska in 1884. In subsequent years, we invesgertion of the cash flow generated by our corsivn activities in a variety of oth
businesses, including, among other things, the comications business. In 1998, our historical cartéiton business was split off from the
remainder of our operations. In conjunction with #plit-off, we changed our name to “Level 3 Comiunations, Inc.,” and the entity that held
the prior construction business was named “PetewKiSons', Inc.” We sold various businesses sulm@do the splibff, including the sale ¢
our coal mining business in November 2011, asqfasur long-term strategy to focus on core commatidns business operations. In October
2011, a subsidiary of Level 3 completed an amalgamavith Global Crossing Limited through a taxdrestock for stock transaction. The
amalgamated company became an, indirect, whollyeovaubsidiary of Level 3. The combined resultspdrations of Level 3 and Global
Crossing have been included in our consolidatedltiesf operations beginning in October 2011.

As of December 31, 2011, we had approximately 1018l employees. We believe that our successmispia large part on our
ability to attract and retain substantial numbédrgualified employees.

We file annual, quarterly and current reports, pretatements and other information with the SEGSEHfilings are available to the
public on the Internet at the SEC's websitenatv.sec.gov You may also read and copy any document we file the SEC at the SEC's public
reference room, located at 100 F Street, N.E. Rb5&D, Washington, D.C. 20549. Our annual repoff@m 10-K and all other reports and
amendments filed with or furnished to the SEC andliply available free of charge on the investdatiens section of our website as soon as
reasonably practicable after we file such materiddl, or furnish them to, the SEC. Our websitevisw.level3.com We caution you that the
information on our website is not part of this ayather report we file with, or furnish to, the GE
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Business Overview and Strategy

We believe that advances in optical and Internetdeol, or IP, technologies have, and will continogfacilitate decreases in unit
costs for communications service providers thaihie to most effectively take advantage of thesariology advances. These service
providers will be able to offer lower prices, whjste believe, will stimulate substantial increaisethe demand for communications services.
We believe that, over time, rapidly improving teologies and high demand elasticity are the two arinfactors that are continuing to drive
this market dynamic.

In recent years, both Internet Protocol and optiesled networking technologies have undergoneragtyerapid innovation, due, in
large part, to market based development of undegliéchnologies. This rapid technology innovatias resulted in both an improvement in
price performance for optical and Internet Protasyatems, as well as rapid improvement in the fanetity and applications supported by
these technologies. We believe that this rapidvation will continue well into the future acrossamber of different aspects of the
communications marketplace.

We also believe that decreases in communicatiawicss costs and prices cause the developmentobaedwidth intensive
applications, which, over time, result in even msignificant increases in bandwidth demand. In taldj we believe that communications
services are direct substitutes for other, existimgles of information distribution from sourcestsas traditional broadcast entertainment as
well as distribution of software, audio and videmtent using physical media delivered using phydieasportation systems. An example of
this dynamic is the use of the Internet for theritistion of video. We believe that as communicasigervices improve more rapidly than these
alternative content distribution systems, significdemand will be generated for Internet deliverigido. We also believe that high elasticity of
demand for both new applications and the substituor existing distribution systems will continfer the foreseeable future. We believe that
while high demand elasticity will be manifested otime, actions taken by traditional informatiostribution channels, government regulation
and communications supply chain inefficiencies roayse realization of demand to be delayed.

We believe that there are significant implicatidmat result from these market dynamics. Firstlyegithe rapid rate of improvemen
optical and Internet Protocol technologies, commaitidns service providers that are most effectivapidly deploying new services that take
advantage of these technologies will have an intte@st and service advantage over companies th#tss effective at deploying new
services that use these technologies. In addigiwen the consolidation in the number of local asgeroviders-that is, the providers of
connections from intercity networks to traffic aggation points or end user locations-communicats@ngice providers that have ownership of
local and/or metropolitan network facilities as oped to communications service providers that olitese facilities from others will have an
inherent cost and service advantage over comp#rag¢slo not have ownership over these types otasse

In view of these market and technology opportusijtige seek to serve business customers by provédbrgad range of
communications services over our advanced and gixtefiber optic network. Our processes and systeare designed to provide efficient
services over a modern fiber optic network thatiaepinternet Protocol technologies. With our netid®extensive geographic reach and deep
reach into major metropolitan areas of the U.Srpge and Latin America, we are positioned to prevedd-to-end services for business
customers entirely on our own facilities acrosstipld continents. We plan to continually expand tlitber optic network to new locations
where the demands of our customers and potensabiaers justify the costs of expansion.

We provide communications services to a wide rafgeholesale and enterprise customers. Wholesa®aers may use our servi
as a component in their own offering of telecommations services to their customers. Enterpriseoousrs use our services for their own
needs. We further subdivide enterprise customeéosfaur subgroups: (1) large enterprise customeinich consist of the roughly 1,000 largest
enterprise customers; (2) government customersni@market customers, which are enterprise custewiher than large enterprise
customers; and (4) content customers, which aaegeted list of customers whose relationship wilrdl 3 is driven primarily by their
transportation or distribution of content over oetwork.
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We aim over the long run to expand our fiber opgtwork to reach all locations where our custonmsimunications needs are large
enough to justify the upfront capital investmerttistallows us to provide an end-to-end connectiwritfe customer across our own fiber optic
network, which is more efficient and effective, bhéor us and for the customer. Today and for thedeeable future, we will need to connect to
some locations using the networks of other carrids manage these relationships with other cartiensake the interconnection as efficiently
and effectively as possible. We seek to minimizertbed for these “off network” connections by téirgecustomers whose needs can be met
primarily over our network and by building our netik to as many high-traffic locations as possible.

Our fiber optic network has extensive reach achimth America, Europe and Latin America, as weluader the oceans connecting
those three regions. Our network reaches not amigfeds of cities (we refer to the part of our rewconnecting the larger cities as our
“intercity” network) but also includes fiber optioutes around the various parts of the larger metitan areas (we refer to this part of our
network as our “metropolitan” or “metro” networksyhich allows us to connect directly with wholesalestomers in major traffic aggregation
centers (such as central offices of local exchaaggers) and with many medium and large enterpmistomers at their offices and data
centers. In addition, the fact that our metro neksdave significant reach throughout major metlitgro areas means that we can make
relatively short network extensions to reach custolocations that our network does not currentche

To connect our networks in North America, Europd batin America, as well as to connect our netwtorkities in other parts of the
world, we own several undersea cables and havéased capacity on cables owned by others. Sincersea cables require very large upfi
investment and have very large capacity comparéoetmeeds of any one carrier, they typically dtteee owned by consortia of carriers or else
are financed significantly by selling a large amiooincapacity to other carriers either before table is built or shortly thereafter. We
(including our Global Crossing subsidiaries) higtally have been active both in building undersalles and in buying capacity from others.
Today we own more than 35,000 route miles of uretefiber optic cables around the world. In additicepacity we have purchased on others'
undersea cables allows us to offer services in,Adigca and Australia despite the fact that wendd have extensive fiber optic networks of
own in these regions. This is important to ourigbtb handle the global needs of our multinationatomers. For more information about our
network, see Item 1, “Business-Our Communicatiotwdek” below.

For larger customers, certain specialized reate#aften required to house the equipment thaameethe customer use to exchange
traffic. This space requires a significantly coricated amount of electric power and cooling, ad a®kerver racks, fiber optic cables and ¢
technical equipment. Such specialized real esiggending upon its nature and the type of compdhasause it, is referred to variously as
“colocation” or “data center” space. For intercocti@en among wholesale carriers and some of theetdrgnterprise customers, often real estate
owned by third parties is used. We occasionallypsee of our customers or other carriers. We awease more than 200 colocation facili
in North America, more than 100 colocation faalgtin Europe, and 12 colocation facilities in Lakimerica. In addition, we operate 18 data
center facilities in Latin America, Europe and NoAmerica Additionally, for some of our enterprisgstomers, we have data center space
equipped with Level 3 servers that are managedpéatimrm for enterprise customers to use for tbein data management needs. In such data
center space, we provide certain enterprise custowagious services, such as capacity managemdrdeaurity.

Voice services are a significant part of our businélistorically, end-user voice services were jgled over a network of local
exchange carriers whose copper wire networks wetlicdted to that service. Today, voice servicesbeacarried over the Internet as a data
service. This type of voice service usually is nefd to as “voice over Internet Protocol,” or “V8ISince many calls include a connection to
the traditional voice network on one end and a \mPRnection on the other, early in our existencébagame deeply involved in managing
connections between VolP customers and those amatliéional public switched telephone network. Smvolves not only developing and
managing equipment and software specialized fdarghgose but also developing physical connectidraur Internet Protocol network with
the traditional networks of the various local exotpa carriers. Additionally, we have also physicaigrconnected our IP network with the
networks of many cellular telephone carriers. HBriables us to provide a service that is more conemsive than most carriers can provide to
handle
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customers' needs for voice connections in toddydsging communications environment. Our servicasianage the initiation or termination
of customer's voice calls generally are referredstlocal voice” services. We also provide sersitteat handle the termination of bulk minutes
on behalf of other carriers. These services we tefas “wholesale voice” services. These servazesrovided in a very competitive
environment in which many carriers participate #relcustomer typically uses automated systemsdosehthe least expensive way to
terminate traffic to each city around the worldaominute-by-minute basis. Once our network is chdasderminate calls to a given location,
large numbers of calls are carried simultaneoussr our network until the customer decides to dwite traffic to another carrier.

We also provide specialized communications senficesompanies that distribute video or other cotgecross the Internet. Because
the amount of bandwidth required by such mediangd compared to static web page browsing, spseigices are required to ensure delivery
of such content at desired levels of quality. Weehdeveloped a system of servers, with softwamtdrol them, that store more popular
content in various locations around the world. @hm is to store content more locally so that theyreot transferred very far across the Inte
This type of service typically is referred to a&antent Delivery Network,” or “CDN.” We also hawpecialized video services to handle the
needs of broadcasters for the rapid transmissidheo¥ery large streams of information that emevgen live events are broadcast. We carry
these video streams across its network to cemtcations specified by the broadcasters and fronchwthiese customers broadcast their final
edited content via their own networks.

Managing the transmission of information acrossrmtwork requires the proper management of mamydohnected technologies,
processes and systems in order to provide hightguebnvenient and reliable services for our costes. Some of these services may be
charged for separately, while others are includedraintegral part of our more basic services. Eptasof services that are typically charged
separately include network security (i.e., helpingtomers keep their information safe) and netwaokitoring (i.e., keeping customers
informed of the status of various equipment andzaits of their connections). We regularly develew features and ancillary services to
keep our network services as valuable as possilierttarget customers.

Since a large portion of our communications ses/eee purchased by companies to interconnectdhgirinformation technology
applications, often we find that certain custonmexed ancillary services that are not clearly pacoonmunications network services and may
more properly be described as information technok®yvices. Many times this distinction is cleahey times it is not. In an effort to ensure
that our customers receive a superior overall égpee, we enter into partnerships with provideeg #pecialize in these information
technology services, so that we can assemble theoflection of services for the customer. In makithe decision to add such services, we
consider several factors including our core striesighe existence of other parties with whom wewark to satisfy the customers' needs, how
important it is to customers that the new servieetmbined into a single Level 3 offering, and stz of the incremental market that would
become addressable by offering such services. Boe mformation about our service offerings, seenltl, “Business-Our Service Offerings”
below.

We are currently focusing our attention on a nundfeperational and financial objectives, includift) growing revenue by
increasing sales generated by our Core Networki&exv(2) continually improving the customer expade to increase customer retention and
reduce customer churn; (3) completing the integratif acquired businesses; (4) reducing networkscsd operating expenses; (5) achieving
sustainable generation of positive cash flows foparations in excess of capital expenditures; ¢d}inuing to show improvement in Adjusted
EBITDA (as defined in Item 7, “Management's Diséass and Analysis of Financial Condition and ResoftOperation”) as a percentage of
revenue; (7) localizing certain decision making artdraction with our mid-market enterprise custesnéncluding leveraging our existing
network assets; (8) concentrating our capital egjgares on those technologies and assets thateenalbo develop our Core Network Servii
(9) managing our Wholesale Voice Services for nracgintribution; and (10) refinancing our future tietaturities. (For a discussion of our
Core Network Services and Wholesale Voice Serviees ltem 1, “Business-Our Service Offerings” be)ow
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Our Strengths

We believe that the following strengths will assistin implementing our strategy:

« Experienced Management TeeéWe have assembled a management team that we bislieredl suited for our business objectives
and strategy. Our senior management has substerfiatience in leading the development, marketimgsale of communicatio
services and in managing, designing and constigictietropolitan, intercity and international netwark

* Global Reach of Our NetworkWe deliver services to more than 45 countriesigaldhe world on our global network. Our
network connects and crosses North America, LatireAca, Europe and a portion of the Asia/Pacifgios.

« A Broad Range of Communications ServiWe provide a broad range of communications sendesggned to meet the needs of
our customers over our network. Our communicatasrsice offerings include:

» Transport, infrastructure and data servicesditiclg, among services, (1) Internet access anddFEghernet Virtual
Private Networks, (2) broadband transport seniteh as wavelengths, dark fiber and private limeises (transoceani
backhaul, intercity, metro and unprotected privete services), (3) content distribution servicedliiding caching and
downloading, streaming as well as video broadeasices, and (4) colocation and data center sesyied

» Voice and softswitch services-including entespror business voice services, wholesale VolP coemtcservices,
wholesale voice origination and termination sersiaad managed modem for the dial-up access business

The availability of these services varies by lomati

For several years we have been developing serthe¢$ake advantage of the investment that we heaae in our network and
that generally target large, existing markets funmunications services. We have also expandedxistirgy markets for
communications services through the acquisitioaswe have completed, including our acquisitioisédbal Crossing, which he
significantly increased the global reach of oumrek. Through our efforts we have increased sigaifitly our addressable mar
by adding new targeted customers as well as negevand data services that take advantage of ttgragtc coverage and cost
advantages of our network.

« Significant metropolitan network platforrAs of December 31, 2011, we have metropolitan fitetworks in approximately 170
markets in North America, Europe and Latin Amerighijch contain approximately 30,000 route milesr @etropolitan
networks enable us to connect directly to pointsaffic aggregation and customer locations andicedur costs for the
termination of our customers' communications teafin other carriers' networks.

« Endto-End Network PlatfornOur strategy is to deploy network infrastructureriajor metropolitan areas and to link these
networks with significant intercity and trar@ceanic networks in North America, Europe and Latimerica. We believe that the
integration of our metropolitan and intercity netk@with our colocation facilities will expand tBeope and reach of our on-net
customer coverage, facilitate the uniform deployntértechnological innovations as we manage owrrgutipgrade paths and
allow us to grow or scale our service offeringsiabp We believe that we have a unique combinatibn

e asubstantial intercity netwol
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» large fiber count metropolitan networ
» global network reac
» substantial colocation facilities; &
* innovative content distribution technology and s=s

« Advanced IP BackbonWe operate one of the largest international IP ogta/or backbones. Our IP services deliver a broad
range of IP transit and network interconnectiorusohs tailored to meet the varied needs of higidiadth users.

« Extensive Patent PortfolilOur patent portfolio includes patents covering tetbgies ranging from data and voice services, to
content distribution, to transmission and netwagkéguipment. We utilize our patent portfolio inwamber of ways. First,
developing or acquiring technologies and receivivgglegal right to preclude others from using threay give us a competitive
advantage. Second, the breadth and depth of oeintpadrtfolio may deter others, particularly telecounications operators, from
bringing patent infringement claims against usféar of counterclaim by us. We will continue to file new patenpépations as
we enhance and develop products and services, lveontinue to seek opportunities to expand ouepiportfolio through
strategic acquisitions and licensing, and we vdghtinue to appropriately enforce our patents aganfisngement by others.

»  Softswitch based Co-Carrier NetwofBur experience in operating our softswitch basedarder network is combined with a set
of infrastructure and other management experiengeigh include extensive local interconnection wiabal exchange carriers,
experience in scaling a softswitch based platf@mna, an ability to provide seamless interconnedtiatme traditional telephone
network or PSTN. We believe that our extensive awier network and softswitch infrastructure pr@sdis with a competitive
advantage in providing various voice over IP or F/skrvices.

* A More Readily Upgradeable Network InfrastructtWe generally endeavor to design a newly construcédaiork to take
advantage of technological innovations, incorpagatnany of the features that are not present iaraldmmunication networks.
We design the transmission network to optimize etspef fiber and optronics simultaneously as aesysio provide an efficient
cost structure for the services that we delivesubcustomers. As fiber and optical transmissiahtelogy changes, we expect to
realize new unit cost improvements by deploying emawst efficient technologies in our network. Wéewe that our network,
process and system design will enable us to lowstsand prices with the aim of enjoying higher gives than our competitors.

Our Service Offerings

We offer a broad range of communications serviatch currently include the following services. Al these services are available
to all of our customers. However their availabilitgries by location. The following is an overvieesdription of some of the services that we
offer.

Core Network ServiceQur Core Network Services include transport sesjiggrastructure services, data services, and b
enterprise voice services.

» Transport Servicedransport services include wavelengths, privatesiand transoceanic services, as well as relatéegsional
services. These services are available across etopolitan and intercity fiber network. Wavelengtrvices provide unprotect
point-to-point connections of a fixed amount of thardth with Ethernet or SONET interfaces. Wavelénggrvices are available
at a range of speeds from 1 Gpbs to 40 Gbps. €hidce offering targets customers that requireifigant amounts of bandwidt
desire more direct control and provide their owtwaek management. Private line services are alsat{i@-point connections of
dedicated bandwidth but include SONET or
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Synchronous Digital Hierarchy (SDH) protection toyide resiliency to fiber or equipment outagesv®e line services are
available in a wide range of speeds with electrioptical and Ethernet interfaces. We also protidesport services within our
transatlantic cable system connecting North Ameiicaope and Latin America as well as via leasdl tapacity on other
transoceanic systems. International backhaul tnhsprvices, interconnecting cable landing statiand our terrestrial North
American, European and Latin American networks adse available. Professional services relateditdransport services
include network architectural design, engineeringtallation and turn-up, ongoing network monitgremd management services,
and field technical services.

« Infrastructure Servicednfrastructure services include dark fiber, colamatind data center and hosting services. Our filzek
service provides carriers, service providers, gowvemt entities and enterprises a fiber solutionnwn@que applications, control
or scale requirements make this service desirdiie.includes fiber, colocation space in our Gatgaad in our network
facilities, power and physical operations and naiance of the fiber and associated infrastructDue.colocation service offers
high quality, data center space where customerocate servers, content storage devices and coimations network
equipment in a safe and secure technical operatimgonment. At our colocation sites, we offer higfeed, reliable connectivity
to our network and to other networks, including metnd intercity networks, the traditional publeitthed telephone network
and the Internet. Our data center and hosting &esviange from housing and hosting to more complexaged solutions,
including disaster recovery, applications managenimrsiness continuity, and security services toaga mission critical
applications.

« Data Service. Data services include high speed Internet Protsmwice, dedicated Internet access (“DIA”) segyic
Asynchronous Transfer Mode (“ATM") and frame reksrvices, virtual private network (“VPN”) serviagntent delivery
network (“CDN") service, media delivery service, Wybroadcast service and Converged Business Netsartice.

= High Speed Internet Protocol (IP) ServiWe offer wholesale and content provider custometis ligh speed access to
the Internet over one of the largest internatidntdrnet backbones. Using largely our own intereityl metropolitan
networks in North America, Europe and Latin Ameriwa provide customers with high performance, balitg and
scalability. Access to the Internet is enableddigiointerconnection among our customers acrosaework as well as
interconnections with other Internet service previtpeers.”

= Dedicated Internet AccesDedicated Internet Access, or DIA, is Level 3'ssepttise focused Internet access product
leveraging the same core Internet backbone asighrsipeed Internet Protocol service. Level 3's Patéid Internet
Access service offers a wide variety of access austland speeds. The service is available stode or in conjunction
with managed services offerings, such as ManagedeRwhere we deploy and manage a router that th@oustomer
premise or our networbased Distributed Denial of Service, or DDS, Mitiga, which protects our business customers
from Internet based DDS attacks.

= ATM and Frame Relay Servic. Our ATM service connects customer locations whileviding multiple classes of
service supporting multiple data applications vdiverse requirements for network transport, pripation and
performance. Our frame relay service providesialkd data transport network for connecting custoleeations
requiring partial mesh and hub-and-spoke netwogiiegtions.

= VPN Service Built on our optical transport network, we offerstomers the ability to create private point-to-pogoint-
to-multipoint, and full-mesh networks based on IPN/ Virtual Private LAN service, or VPLS, Ethernéttual Private
Line, or EVPL, or MPLS VPN technologies. These gy allow service providers, enterprises and gowent entities
to replace multiple networks with a single, codeefive solution that simplifies the
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transmission of voice, video, and data over a singlconverged network, while delivering high qtyatif service and
security. These services are used for service geoand corporate data and voice networks, datziceatworking,
disaster recovery and out-of-region or redundastaruer connectivity for other service providers.N/ervices are sold
stand-alone or in conjunction with our managed servidésrimgs.

CDN Services Our content delivery network services combinel®unetwork, Gateway facilities and patented
technology that directs a requestor or end ustradest location or server cluster in our networketrieve the request
content based on location and network conditions.@DN service provides customers with improvedqrenance,
economics, scalability, reliability and reach fbeir web applications. Our caching and downloaglises provide
efficient http delivery of large files such as videoftware, security patches, audio and grapbicsass audiences. Our
streaming service can be used to deliver high padace streams, either live or on-demand, to eatsussing leading
proprietary protocols. Each service set providesilfile features to enable customers to controf twitent delivery to
ensure quality end-user experience, security, freshand targeting. We also offer storage solugoiabling customers
to upload and store content to our network asqfaah optimized delivery platform. In addition taradelivery services,
our patented Intelligent Traffic Management sengoables customers to set rules to dynamicallyertraffic to meet
failover or dual vendor objectives.

Media Delivery Servic. We offer media delivery service to customers sggto manage, protect and monetize content
delivered over the Internet. Our media deliveryiger extends support for online distribution modatsl operation by
providing customers with means to ingest and digitive video content and to manage the organizatial presentation
of both live and on demand video to end users dardent management system. Additionally, suppmrtbdntent
monetization via paid and advertising supported efes provided. Our media delivery services legeraur content
delivery network for the delivery of managed comtenend users.

Vyvx Broadcast ServiceNe offer various services to provide audio ardkuifeeds over fiber or satellite for broadcast
and production customers. These services varygaaity provided, frequency of use (that is, mayh®vided on an
occasional or dedicated basis) and price. Supell Baw| ®marked the 23rd consecutive year that the NFL tisesk
services, and the eight year anniversary of tts liire broadcast event ever carried using our digfmition (HD)
transport service offering. We also offer encodiegvices to translate the broadcast video feedsang for our
customers into formats for Internet distribution.

Converged Business Network Servi€ur Converged Business Network service enablstomers to use the bandwidth
that they purchase from us for a variety of seviddhe Converged Business Network service coml@restomer's
services over a single access circuit. As a resgltare able to offer service bundles made up o MPIA and voice
services in a cost efficient manner. Convergedisesvare sold stand alone or in conjunction withraanaged services
offerings.

« Local and EnterprisiVoice ServicedlVe offer a broad range of local and enterpriseessirvices including VolP (Voice over
Internet Protocol) services and traditional ciregititch based services. Our local and enterpriseevegérvices include VolP
enhanced local service, SIP Trunking, local inbos@ice, Primary Rate Interface (“PR&@rvice, long distance service, toll fi
service and collaboration services. The followiag igeneral description of our voice services. Sohtke following services are
also offered to our wholesale voice customers.

VolP Enhanced LocaDur VolP enhanced local service is a VolP service énatble
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broadband cable operators, IXCs, voice over IPigerg, and other companies operating their owncivity
infrastructure to launch IP-based local and lorgjadlice voice services via any broadband conneditmn service is also
used by enterprises that self-provide their owmall@oice features and call routing within premidessed IP PBX
equipment. The service includes the essential imgjldlocks required for residential or businesseaervice such as
local phone numbers, local number portability, larzd long distance calling, 911, operator asst&adirectory listings,
and directory assistance.

SIP TrunkingSIP Trunking is a Volmased local phone service offered to medium amgglanterprises as a replacen
for traditional fully featured enterprise TDM voiservices. SIP Trunking allows customers with af?BX to manage
calls to and from the PSTN without having to pussh&raditional access lines dedicated to voice TliRking includes
basic local phone service components such as powade numbers, 911, operator assistance, direlistings, local and
long distance calling. In addition, customers sefienm a full set of feature packages that prowidee call control
features such as call forwarding, call waiting aad transfer, as well as advanced features sucimified messaging and
one-number identity.

Local InboundOur local inbound service terminates tradition&pgbone network originated calls to Internet Protoc
termination points. Customers, such as call centersferencing providers, voice over IP servicevjaters and
enterprises, can obtain telephone numbers front pert-in local telephone numbers that the custoaheady controls.
These local calls are then converted to IP andprarted over our backbone to a customer's IP \appdication at a
customerselected IP voice end point.

Primary Rate InterfaceWe offer traditional enterprise TDM local phonewsees that can be configured in multiple we
Enterprise customers typically use PRI serviceh widitional PBX equipment. PRI services come wéiephone
numbers, operator services, directory assistandeliaactory listing, 911, as well as routing feasisuch as inbound
redirect and remote call forwarding. Customersadnle to utilize our PRI services to access lontpdise and toll free
calling as well.

Long DistanceOur long distance service portfolio consists ofillaand long distance transport and terminationisesv
offered to both enterprise and wholesale custon@uswholesale offerings include domestic and imiéional voice
termination services targeted to IXCs, wireless/ters, local phone companies, cable companiesllees and voice
over IP providers. Medium and large enterprises plachase our long distance services for thepamte calling or
outbound contact center needs. All Level 3 longadtise services are offered at the customer's optiencircuit switch
or softswitch technologies.

Toll Free.Our toll free service portfolio consists of wholesand enterprise services that terminate toll fadés that are
originated on the traditional telephone networke3éntoll free calls are carried over either a drewitch or softswitch
network and delivered to customers in Internet@woitor traditional TDM format. Customers for thessgvices include
call centers, conferencing providers, voice ovepri®viders and enterprises. Within this portfolie &dvanced Toll Free
services that provide contact center customerabiigy to define and control call handling and adeed routing betwe:
the Level 3 network and multiple customer conta&etter locations. Customers may also combine addareding with
network-based Intelligent Voice Response, or IVR, servibes drive call routing and handling based on thiéec's
interaction with the IVR.

Collaboration Services We offer a comprehensive suite of audio, web @ddo collaboration services, which inch
the following services:
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« Audio Conferencing. Rea-Access’, our ondemand/reservationless audio conferencing serpicmides toll fre
access in key business markets worldwide. We atewige operator-assisted, fudervice conference calls wh
participants can access our service by dialingnireither a toll or a tolfree number, or by being dialed out to by
operator. Enhanced service options include conéerg@tayback, taping/transcription service, tramstaservices ar
on-line participant lists.

*  Web Conferencingdur Ready-Access Web Meetisdgully integrated withReady-Accesaudio conferencing for on-
demand collaboration, allowing customers to marthge calls online, change account options, share present:
with participants and record entire meetings, iditlg visuals.eMeetingis a fullfeatured Web conferenci
application that allows customers to collaboratd snare documents, presentations, applicationa, atat feedba
with polling and instant messaging featurngge Meetingservice uses technology licensed from MicroSadtallown
multiple attendees to participate in meetings usinly their computer, a phone, and an Internet eotion. We hav
integratedReady-Accesas an audio conferencing component inte Meeting

» Videoconferencing Servic®ur videoconferencing service provides video oveahd ISDN platforms, using multi-
point bridging to connect multiple sites. Enhanagidions available with our videoconferencing segsiénclud
scheduling, recording and hybrid meetings that dombur audio and video services.

» Telepresence Our telepresence solutions comprise a set of hightggrated technologies and engine
environments that enable very high quality videdemencing capabilities.

Wholesale Voice Serviceg3ur Wholesale Voice Services include VolP enharcedl service, SIP Trunking, PRI service, long
distance service and toll free service. These seswshare many of the same features as the lod@rderprise voice services described above.

Other Communications Servic&ur Other Communications Services include managedem (and related reciprocal compensation
services) and SBC Contract Servicesr managed modem service is an outsourced, turn-kegsiméicture solution for the management of dial
up access to the public Internet. ISPs comprisajanity of the customer base for our managed mosietvice and are provided a fully
managed dial up network infrastructure. As path@f service, we arrange for the provision of lavetwork coverage, dedicated local
telephone numbers, racks and modems as well asadediconnectivity from the customer's locationto Gateway facility. Our SBC Contract
Services relate to wholesale voice services pravideler the SBC Master Services Agreement, whietgeadually declining over time, and
the agreement was obtained in the December 20Q8sition of WilTel Communications Group, LLC.

For a discussion of certain geographic informategarding our revenue from external customers ang-lived assets and a
discussion of financial information and industrgsents, please see the notes to our consolidataddial statements appearing elsewhere in
this annual report on Form 10-K. For a discussibousr communications revenue, please see lterMa@nagement's Discussion and Analysi
Financial Condition and Results of Operations” &gy later in this Form 10-K.

Our management continues to review our existingsliof business and service offerings to determawethose lines of business and
service offerings assist with our focus on thewdgl of communications services and meeting owarfaial objectives. This exercise takes p
in the ordinary course of our business and witpeetto integration activities. To the extent tbattain lines of business or service offerings
not considered to be compatible with the delivdrgammunications services or with obtaining ougficial objectives, we may exit those lines
of business or stop offering those services in gaih whole.
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Our Distribution Strategy

Our customers generally include the following:

domestic and international carrie

voice service providers, which include callirayet companies, conferencing providers, and coetuters that use VolP
technology to better manage costs and enable a€dapplications;

wireless provider:
large enterprises that purchase communicationscesrin a manner similar to carrie
broadband cable television operat

major ISPs

systems integratol

video distribution companie

providers of online gamin

software service provide

social networking provider

research and educational consa

traditional media distribution companies includimgadcasters, television networks and sports les
governmentt

enterprises that purchase communications servit@sregional or local bas
regional services providers; ¢

traditional broadcaste

To implement our strategy and reach our targetoonsts, we use a combination of a direct sales femrcénside or call center based
sales force, and indirect sales channels of thartypagent partners. The specific elements thatseedepend upon the nature of the customers
that are being targeted.

For business customers and other customers tha amkmunications purchasing decisions on a locedgional basis, we target
them with our direct sales force. Smaller oppotiesiare serviced by an inside or call center bas&sks force generally selling pre-defined
bundles of services. The customers that we targhtthis combination are generally those in the rnidrket, small regional service providers,
some educational institutions and some governmentities. We also complement our direct and insales forces that targets these custo
with an indirect sales channel of third party ageartners and from time to time systems integrators

We are seeking to expand our indirect sales chaonetlude expanded relationships with systemegrgtors. We have worked with
systems integrators to provide services to thosgamies, which the system integrator then bundil@sthe services that it is providing to the
ultimate end user customer. We are looking to afip/expanded relationship to both large and-midrket enterprise customers.
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Our sales functions are supported by dedicated@rapk in sales and customer target marketing. 8adee functions are also
supported by centralized service or product managernd development, general or corporate markatietyvork services, engineering,
information technology, and corporate functionduding legal, finance, strategy and human resources

For the year ended December 31, 2011, our topdeminications customers represented approxima@ty & our total
communications revenue.

Our Communications Network

Our network is an advanced, international, faelitbased communications network. Today, we prignpribvide services over our
own facilities. As of December 31, 2011, our nettvencompasses:

« approximately 100,000 intercity route miles in No&merica, Europe and Latin Ameri

« metropolitan fiber networks in approximately 170rkeds containing approximately 30,000 route m

« approximately eight million square feet of Gateveayl transmission facilities in North America, Euggmnd Latin Americi
e approximately 350 colocation and data center fadliglobally

* approximately 35,000 route miles of subsea opfibal cable systems; a

¢ more than 45 countries in service around the w

Terrestrial Intercity NetworkOur intercity network covers approximately 70,000te miles in North America, 25,000 route miles in
Europe, and 5,600 route miles in Latin AmericafaBecember 31, 2011. The number of route milesuinreetwork may reduce over time as
continue to look at opportunities to optimize oaststructure and remove unnecessary cost. Oucityt@etwork generally includes the
following characteristics:

« Optical fiber strands designed to accommodate D&¥aee Division Multiplexing, or DWDM, transmissitathnology. Our
optical fiber strands are designed to accommod&#®bl technology. We believe that the installatiomefver optical fibers will
allow a combination of greater wavelengths of light strand, higher transmission speeds and Igitgesical spacing between
network electronics. We also believe that each gemeration of optical fiber will allow increasestire performance of these
network design aspects and will therefore enabletainit costs.

* High speed intercity DWDM equipmeOur high speed intercity DWDM equipment provideghhguality, reliable and cost
effective transmission across our fiber backbone.ané continually evaluating advancements in teldgyahat will enable us to
scale, lower our cost and provide higher speedas\over our intercity network. We believe tha tharket will continue to
move toward Ethernet based services and highedsptefaces. Through our technology evaluationdeleve that we have
positioned ourselves to be able to deliver thepaluitities for both our own IP network needs aslaslthose of our customers.

*  Open, non-proprietary hardware and software intega. Our intercity network is designed to maximize tise of open, non-
proprietary hardware and software interfaces tnaless costly upgrades as hardware and softwelnedéogy improves.
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Local Market InfrastructureOur local facilities include fiber optic metropalit networks connecting our intercity network and
Gateways to buildings housing communications iritenend users, enterprise customers and trafficegggion points-including ILEC and
CLEC central offices, long distance carrier poiotgpresence or POPs, cable head-ends, wirelesgprevfacilities and Internet peering and
transit facilities. Our high fiber count metropalit networks allow us to extend our services diydctiour customers' locations at low costs,
because the availability of this network infrastcwe does not require extensive multiplexing equéptrto reach a customer location, which is
required in ordinary fiber constrained metropolitetworks. As of December 31, 2011, we had appratéiy 26,000, 3,100 and 1,600 route
miles of metropolitan fiber networks in North Ameaj Europe and Latin America, respectively, anddaetational, facilities based, local
metropolitan networks in 119, 36 and 14 marketdanth America, Europe and Latin America, respedyive

We operate approximately eight million square fefetpace for our Gateway and transmission fadglit@@ur initial Gateway facilities
were designed to house local sales staff, opeltgiaff, our transmission and Internet Protocatirgg and Softswitch facilities and technical
space to accommodate colocation services thdtds;dlocation of equipment by high-volume LevelBtomers, in an environmentally
controlled, secure site with direct access to L&&hetwork generally through dual, fault toleramnections. As of December 31, 2011, we
had more than 200 colocation facilities in North éina, more than 100 colocation facilities in Ewepand 12 colocation facilities in Latin
America.

We also operate 18 data center facilities in Lé&tmerica, Europe and North America that offer hagtgervices together with ¢
broadband services and advanced value added sdufibese facilities offer a complete set of datiater services ranging from housing
hosting, to more complex managed solutions, inalgdiisaster recovery, applications managementnpbssicontinuity, and security service
manage mission critical applications.

Transoceanic Network®Ve own a number of subsea fiber-optic cable systamkiding Atlantic Crossing -1 (“AC-1"), Atlantic
Crossing-2 (“AC-2"), Mid-Atlantic Crossing (“MAC”)South American Crossing (“SAC”), Pan American Ging (“PAC”) and an
approximately 300 route mile system connectingdt€. and Ireland. AC-1 and AC-2 link our Europeatwork to our North American
intercity network and each of AC-1 and AC-2 corssistfour fiber strand pairs. MAC provides a stgidegateway between the Eastern
Seaboard of the U.S. and our Latin America asaatsute that is experiencing acute demand growdhrasreasing capacity scarcity. SAC
connects major markets throughout Latin Americaiarahe of only two sub-sea systems currently i@rafion that circumnavigates the
majority of South America. PAC is integrated witR,800 mile terrestrial ring route (including assted backhaul) within Mexico, and we
completed the extension of our PAC system to Ciesta in 2008.

We also own capacity in the TAT-14 cable systermraddition, we purchased 700 Gigabits of transatiaratpacity from Apollo
Submarine Cable System Ltd. We are acquiring aitiaddl one Terabit of capacity on the Apollo Soatible system, which will be drawn
down over a multi-year period. We also are an ovafi¢he Japan-US, and China-US cable systems,dmfdasible right of use, or IRU, holder
on the Southern Cross cable system extending frasetralia to California, as well as an owner of £mericas Il cable extending from Florida
to Brazil, and an IRU holder on the Arcos systerthim Caribbean. In addition, we own capacity onRleéance-Globacom transatlantic systt
Flag Atlantic-1 and capacity on the Hibernia trdlasdic cable system.

Our Patent Portfolio

Through acquisitions and through our own reseanchdevelopment, we have approximately 800 patemtgatent applications in tl
United States and around the world, as of Dece®bgP011. Our patent portfolio includes patentsecimg technologies ranging from data :
voice services to content distribution to transimis&nd networking equipment.
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In addition to the patents and patent applicatisaown, we have received licenses to patents hetthers, including through a
cross-license agreement with IBM entered into in Decen#i¥)7, giving us access to technology covered y'$Bapproximately (at that tim
42,000 patents covering many technologies releteaatir business. While patents give us the riglprewvent others, particularly competitors,
from using our proprietary technologies, patergriges give us the freedom to operate our busin#ssut/the risk of interruption from the
holder of the patent that has been licensed to us.

We have used our patent portfolio in a number ofsv&irst, developing or acquiring technologies esxkiving the legal right to
preclude others from using them may give us a ctithmeadvantage. Second, the breadth and depdluropatent portfolio may deter others,
particularly telecommunications operators, froomgimng patent infringement claims against us for tfacounterclaim by us. Most of the
patent infringement suits brought against us te tatve been initiated by patehblding companies who do not operate telecommuipitsit
businesses and who are less likely to be subjextmunterclaim of infringement by us. Finally, the extensiess of our patent portfolio gives
us the option to crosticense with others having similarly broad portéalion terms acceptable to us, mitigating the hsk dthers will wish to
assert patent infringement claims against us.

We will continue to file new patent applicationsvess enhance and develop products and services,ilweowtinue to seek
opportunities to expand our patent portfolio thlostrategic acquisitions and licensing and we edglitinue to appropriately enforce our pat
against infringement by others.

Our Content Acquisition and Delivery Networks

We believe that our Vyvx and Content DistributioatiNork, or CDN, assets combined with our other oekwnfrastructure provide 1
with a competitive advantage in the content actjaisiand distribution business. This belief is lthea several factors.

* Network ScaleBecause we are a facilities based provider, wegeaerally increase capacity to meet the needsriéob
providers more quickly than other CDN providerst th@ not own underlying network assets.

* Network ReactWe believe our customers' content reaches globaidriat destinations using an average number ofs’hibyat are
fewer than with most other CDN providers, whichl@ra our customers to easily reach their audieandgrovide a better
viewing experience. The fewer number of hops reglio reach Internet destinations serves to reldtercy and jitter.

* Low Cost PositionBecause we own or control much of the underlyimgl-®-end network infrastructure required to deliver
CDN services, we believe that we are positioneaffier cost advantages to our customers. By movargent at scale, our
customers can take advantage of lower unit costiséodwidth, colocation, servers and disk space.

* Network PerformanceBecause we own or control much of the underlyingvoek infrastructure, we believe that we are
positioned to optimize end user performance asre¢hg operators of that infrastructure.

CDN ApplicationsThere are an increasing number of application€fN, across many types of customers, particularly
Internet-centric businesses and those that desire to accdatmmcreasingly larger file sizes for transmissiver the Internet. The media and
entertainment industries use CDN services to peeittdemand streaming and live streaming. Soctalar&ing businesses require CDN to
provide their customers with fast reliable musid aideo downloads. Likewise, through the use of CBdftware companies are able to
provide software downloads for their customers.if@nietailers and advertisers use CDN servicesdeige images and to download
advertisements. Online gaming companies provideegdomwnloads, applications updates and deliveryeaias and trailers through CDN.
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Content Acquisition and Distribution Services Atebture.CDN describes a system of computers networked egeicross the
Internet to provide content to users in the maditieht manner to enable an optimal user experielmca CDN, nodes or groups of computers
are deployed in multiple locations closer to thd agmer, also known as the “edge of the network” @wperate with each other to satisfy
requests for content by end users, transparentiing@ontent behind the scenes to optimize thevesliprocess. Requests for content are
directed intelligently through sophisticated softevapplications to nodes that provide optimal pantnce for end users.

The CDN platform directs network traffic across euisting physical network and infrastructure. TigN platform is composed of
the edge server or computer that provides cachidgstreaming functions, and the global serverphatides load balancintpat is, a compute
that directs the traffic to the most efficient edgever to meet the end user's request. The edger smables the storage of popular content in a
location that is closer to the end user and thereblyices bandwidth requirements and improves ragpiimes for that stored content. The
global server or computer load balancing componeiitise CDN directs end user requests to the costaurce that is best able to serve the
request of the particular end user, such as roirtige service node that is closest to the endars® the one with enough capacity to service
the request of the end user.

The Vyvx platform transmits audio and video prognaimg for our customers over our fib@ptic network and via satellite. We use
our network to carry many live traditional broadcaisd cable television events from the site ofethent to the network control centers of the
broadcasters of the event. These events includenguther things, live sporting events of the majafessional sports leagues. For live ev
where the location is not known in advance, sudbrasking news stories in remote locations, we igeoan integrated satellite and fibeptic
network based service to transmit the content tacastomers. Most of our customers for these seswiontract for the service on an event-by-
event basis; however, we have some customers wheoghwchased a dedicated point-to-point servicégiwénables these customers to
transmit programming at any time.

Business Support Systems

In order to pursue our business strategies, we tlaveloped and are continuing to develop and imefgra set of integrated software
applications designed to automate our operatiomalgsses. These development activities also reldtes integration of the systems that were
used by the companies that we have acquired. Thrthegdevelopment of our business support system$elieve that we have the
opportunity to obtain a competitive advantage redato traditional telecommunications companiesadidition, we recognize that for the
success of certain of our services that some obuosiness support systems will need to be easilgssible and usable directly by our
customers.

We are currently deploying a unified set of siniplifprocesses and systems that have been des@s&damline and synchronize our
service, sales and operational functions. Theseegs®es and systems have been designed to proypdevied capability in service catalog
management, sales opportunity management, custoargggement, quoting, order entry, order workflolygical and logical network
inventory management, service management, anddimlamanagement. We completed the foundation sfhitform at the end of 2009, and
we are now focusing on operational efficiency imgnments and data integrity and migration.

Key design aspects of the business support systeglapment program are:
« integrated modular applications to allow us to @pigr specific applications as new services areahla

« ascalable architecture that allows our custsraed third party sales channel partners dire@sacto certain functions that would
otherwise have to be performed by our employees;

« phased completion of software releases designatiolw us to test functionality on an incrementadib:
* “web-enabled” applications so that on-line asdmsorder entry, network operations, billing, adtomer care functions are

available to all authorized users, including oustomers;
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« use of a service-oriented architecture thaesghed to separate data and applications, anghéctad to allow reuse of software
capabilities at minimum cost;

« use of pre-developed, commercial “off-the-shelfplications or Software as a Service (SaaS), evapplicable, which will
interface with our internally developed applicaspand

« creation of a mobility solution for use by salesl @ertain operational functions to improve prodtittiand customer experien

Competition

The communications industry has been and remagidyhcompetitive. In the late 1990s and the ea@l905, significant new capacity
was deployed by both existing and new entrantss dhérsupply led to a period of financial restruicty and industry consolidation. Given the
significant economies of scale inherent in the camications industry, we believe further consolidatmay occur.

Our primary competitors are long distance carriki&Cs, CLECs, PTTs, Content Delivery Network comiga, and other companies
that provide communications services. The followimfgrmation identifies some key competitors focleaf our service offerings.

Our key competitors for our wholesale voice serdfferings are other providers of wholesale comroatibns services including
AT&T, Verizon, CenturyLink, CLECs and national imabent telecommunications carriers.

For our IP and Data services, we compete with conegahat include Verizon, AT&T, XO, Tata and CogienNorth America, and
BT, Orange, TeliaSonera and Telefonica in Europé.atin America, our main competitors are Telefani€elmex and national incumbent
telecommunications carriers.

For transport services, our key competitors in Néunerica are other facilities based communicatworspanies including AT&T,
Verizon, CenturyLink, tw telecom, Zayo, AbovenetlaxO. In Europe, our key competitors are otherieesrsuch as post, telephone and
telegraph companies, BT, Orange, Cable & Wirel€s8a International, Colt, Interoute, KPN and Balga. In Latin America, our main
competitors are Telefonica, Telmex and nationalinbent telecommunications carriers.

Our key competitors for our colocation services@ter facilities based communications companied,aher colocation providers
such as web hosting companies and third party atitmt companies. In North America, these compainigside Equinix, Terremark (Verizor
CoreSite, and Equinix. In Europe, competitors idel&Equinix, Global Switch, InterXion, Telecity amdlehouse Europe. In Latin America,
largest competitors include Telefonica, Telmex, IBNH HP.

In the enterprise and government markets, our keypetitors in North America include ILECs (suchA& T, Verizon and
CenturyLink) and CLECs (such as tw telecom). Indpar, they include BT, Cable & Wireless, DeutschieH@m and Orange. In Latin
America, competitors include Telefonica and Telmex.

For Content Distribution Network or CDN servicesy ey competitors include Akamai Technologies himdelight Networks.

The communications industry is subject to rapid sigdificant changes in technology. For instanegiqalic technological advances
permit substantial increases in transmission cépatboth new and existing fiber, and the introtitue of new products or emergence of new
technologies may reduce the cost or increase thgysof certain services similar to those whichpl@n on providing. Accordingly, in the
future our most significant competitors may be retrants to the communications industry, whichkethe traditional incumbent carriers we
also compete with-are not burdened by an instédée of outmoded or legacy equipment.
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Regulation
U.S. Regulation
Federal Regulation

The Federal Communications Commission (“FCE&}¥ jurisdiction over interstate and internaticc@hmunications services. We h,
obtained FCC approval to land our transoceanicesaibl the United States. We have also obtained &@lbrization to provide international
services on a facilities and resale basis, asagellia various wireless licenses. Under the Tel@sonications Act of 1996 (the “1996 Act”),
any entity, including cable television companidsctic and gas utilities, may enter any telecomivations market, subject to reasonable state
regulation of safety, quality and consumer protectPreviously, the 1996 Act required certain farid define the services, terms, and
conditions under which said services were to bereff. Subsequent deregulatory measures have diadisame tariff requirements for
competitive services.

Accordingly, as of August 1, 2001, our tariffs foterstate end user services were eliminated anteoitfs for international
interexchange services were eliminated on Janugrg@02. Our rates must still be “just and reastaiand “nondiscriminatory” under the
1996 Act. Our state tariffs remain in place wheguired (some states do not have, or have elindnttte requirement to file certain tariffs).
We have historically relied primarily on our safesce and marketing activities to provide inforneaitito our customers regarding these matters
and expect to continue to do so. Further, in acmed with certain FCC tariff filing requirementse wiaintain a schedule of our rates, terms
and conditions for our domestic and internatiomalgte line services on our web site.

Special Access RegulatidBpecial access services are “lit” loop or transfamilities that support the transmission of dateagoint-
to-point basis, often referred to as “private liié®vel 3 purchases a substantial amount of spacizess services from ILECs and other
telecommunications carriers to reach customer mesrnd, less frequently, to support interoffiaasport requirements. In addition, Level 3
provides special access services to end user cast@and to other carriers via its own network antlimugh the resale of other carriers' spi
access services.

The FCC currently regulates ILEC fledte transport and special access charges undtarthe of its Special Access Pricing Flexibi
Order, adopted in 1999. Under the Special AccesingrFlexibility Order, ILECs are afforded two téfent levels of pricing flexibility
depending upon the extent of deployment of alt@éradacilities within particular Metropolitan Statical Areas (“MSAs”). The ILECs have
been granted Type | (or the more limited form d€img flexibility) in most MSAs in the country artthve been granted Type Il pricing
flexibility in a lesser number of MSAs.

In January 2005, the FCC commenced an examinatitheaegulatory framework governing the rateanigrand conditions under
which ILECs subject to “price cap” regulation prdgiinterstate special access services. In thisnakkeng, the FCC is reviewing both the price
cap regime by which ILEC special access ratesetrssnost areas, as well as the “pricing flextpfliregime under which ILECs have obtail
the ability to enter into more individualized réteitships with customers based upon certain thrdsstodwings of the presence of competitors
in a specific geographic and product market. Weehaquested, as a measure of interim relief, taFCC prohibit (or “freeze”) any increases
by ILECs in the rates applicable to special acsesgices pending the gathering of data and adopfidinal rules in this proceeding. Others
have advocated for additional relief, includingeaacation altogether of ILEC pricing flexibility dfor reduction of “price cap” ILEC interstate
special access rates. The FCC has not yet rulégwasl 3's request for interim relief or the othengding requests. The FCC is reviewing the
voluminous record in this proceeding, and we capnedlict when or if FCC will issue a comprehensiving in this rulemaking. We have also
suggested to various government agencies thaircéat#f terms of RBOC carriers are unjust andaasonable, particularly given their market
power. We likewise cannot predict if or when sugkracies may act on such matters.
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Network Neutrality and Open Internd. 2005, the FCC adopted itgternet Policy Statemeseeking to safeguard and promote
unimpeded access to the Internet by announcinéptlesving four general Internet policy principldsat, subject to reasonable network
management, would guide the FCC's interpretatiatsaftatutory responsibilities to encourage breadbdeployment and preserve and prol
the open and interconnected nature of the publermet. Specifically, consumers are entitled to:

» access the lawful Internet content of their che

* run applications and use services of their chaiabject to the needs of law enforcem

« connect their choice of legal devices that do rmstrhthe network; ar

« competition among network providers, applicatiod aarvice providers, and content provic

In 2008, the FCC issued an order finding that Caheimlated thdnternet Policy Statemeand engaged in “unreasonable network
management practices” by blocking BitTorrent arfteot'peer-to-peer” Internet traffic. The FCC regairComcast to disclose details of its
network management practices, commit to a plar&se such practices, and provide details of a mediscriminatory network management
practice. Comcast appealed the FCC's decisiorettttited States Court of Appeals for the Distric€olumbia Circuit, which in April of
2010, held that the FCC had failed to show thhaad the legal authority to issue the ruling. On@mber 21, 2010, the FCC issued a Repor
Order entitled ‘Preserving the Open Internet: Broadband Industrgdtices” (the “Open Internet Order”yhich provided, among other thin
that broadband providers must: 1) be transparemitabnd therefore disclose, their network managemeactices; ii) not block lawful content;
and 3) not unreasonably discriminate in transngttawful content. The Open Internet Order becarfectfe on November 20, 2011. The
Open Internet Order has been subjected to legéiedgas and petitions for clarification. The Opaternet Order does not apply to Level 3,
Level 3 believes that it does impact how other mters can (or must) handle traffic delivered tonthigy Level 3. We cannot predict the nature
and extent of the effect that further action by H@C or the courts may have in this area, or thgdacts on Level 3 and its operations.

IP Interconnectionin November 2010, in connection with Level 3's resjito augment interconnection capacity with Comcas
Comcast demanded that Level 3 enter into an agretesmel pay Comcast for additional interconnectiapacity. That capacity was necessary
to deliver to Comcast's subscribers the contentsiineh subscribers requested (and which such shbesspurchase the right to receive from
Comcast). Level 3 agreed to Comcast's demand ymdezst, and initiated steps to bring the issuta¢aattention of federal policy makers. As
part of its acquisition of NBC Universal, Comcastiats affiliates were subject to a Consent Debtrethe Department of Justice, portions of
which we believe their conduct has violated. Ospdie with Comcast has not yet been resolved. @#tail Internet service providers have
and may continue to make similar demands for paymedating to interconnection capacity necessamyeiiver the content requested by their
subscribers, and we intend to challenge their tiglitemand such tolls. Such tolls, if imposed, wiaffect our underlying costs. At present, we
cannot predict the outcome of these IP interconmedisputes.

Intercarrier Compensatiorilelecommunications carriers compensate one anfitheaffic carried on each other's networks.
Interexchange carriers pay access charges toteleahone companies for long distance calls thgtrate and terminate on local networks.
Local telephone companies typically charge onetardor local and Internet-bound traffic termingtion each other's networks. The entire
methodology by which carriers compensate one anéthexchanged traffic, whether it be for localtrastate or interstate traffic, has been
under review by the FCC for over a decade.

On November 18, 2011, the FCC released its RepdrCader and Further Order of Proposed Rulemali@g; Release No. 11-161,
on Nov. 18, 2011 (“FCC Order”). Along with addregsiother matters, the FCC Order established a pobise intercarrier compensation
framework for terminating switched access and \Modiffic, with elements of it becoming effective giag December 29, 2011. Under the FCC
Order, most terminating switched access chargesihneciprocal compensation charges were cappedregnt levels, and will then be redu
to zero over, as relevant to Level 3, a six yeamdition period beginning July 1, 2012.

21




Table of Contents

Several states, industry groups, and other teleagmuations carriers filed petitions for reconsidema with the FCC as well as
petitions for review of the FCC Order in federalids. The outcome of those petitions is unpredletadn December 23, 2011, on its own
motion, the FCC modified two aspects of the FCCebrdne of which impacts intercarrier compensatidre FCC determined that intercarrier
compensation for local traffic exchanged betweésrtammunications carriers and commercial mobiléoradrvice providers pursuant to an
interconnection agreement in effect as of the ddomtate of the Order will be subject to a defailltandkeep (that is, carriers do not bill ee
other) methodology on July 1, 2012, rather thandbdwer 29, 2011.

Level 3 maintains approximately 315 interconnectigneements with other telecommunications carrigiese agreements set out the
terms and conditions under which the parties witlr@nge traffic. The largest agreements are wit&’A&@nd Verizon. Most of Level 3's
agreements with AT&T and Verizon have expired terbng remain effective in evergreen status. Asetaex other interconnection agreem
expire, we will continue to evaluate simply allogithem to continue in evergreen status (so lortgesounterparty allows the same) or
negotiating new agreements. Any renegotiation wauldlve uncertainty as to the final terms and dbods, including the compensation rates
for various types of traffic. In addition, chandgesaw, including the FCC Order or other decisiomsy allow or compel us to renegotiate
current and successor interconnection agreementstios next year.

Intercarrier Compensation/VolRRursuant to the FCC Order, VolP, while remaininglassified as either an information or a
telecommunications service, was prospectively categd as either local or non-local traffic. If tal”, then VolP traffic is subject to reciprot
compensation; if “non-local”, then it is subjectimberstate rates - thus eliminating any intrasteteess rate applicable to VolP. The FCC Order
did not address the treatment of VolIP retroactiviegvel 3 is involved in a number of retroactivéeirtarrier compensation disputes dealing
with the rating of VolIP traffic. At this time, weannot predict the outcome of any of these procegsdim the timing for their eventual
resolution. As noted above, the effectiveness ®R6C Order has been appealed, and the outcorhess aippeals is uncertain.

Intercarrier Compensation/ISP Bound Trafféince 1997, the issue of compensation to be paidaits dialed to Internet service
providers or ISPs has been heavily litigated. drdiécision on November 5, 2008, the FCC respormadiandamus order from the United
States Circuit Court of Appeals for the District@dlumbia concerning its 2001 ISP Remand Ordethdh mandamus order, the FCC clarified
that it had jurisdiction over ISP bound traffic puant to the reciprocal compensation provisionh®fL996 Act regardless of whether the tr:
was local or long distance. The FCC then decideddmtain the existing compensation regime it hetdldished for ISP-bound traffic with a
rate of $0.0007 per minute of use. The Court of égp for the United States in the District of Cohianupheld the FCC's order in January
2010. Despite their breadth, some carriers contiowgue that certain types of ISP bound traffecraot covered by the 2001 and 2008 orders,
and several state commissions and courts havedagteatinued findings of this nature could affeat oharges for ISP bound traffic until the
issues are ultimately decided by further appeate®FCC, and at this time, we cannot predict vitrateventual resolutions will be.

Other VoIP RegulatioriThe FCC has classified VolP services as “interstsevices subject to FCC regulations, and hagdttitat
states have limited authority to regulate the afifgiof VoIP services. On September 22, 2003, Vortdgidings Corporation (“Vonage')led a
petition with the FCC requesting a declaration ttsadfferings, which originate on a broadband reetwin IP format and terminate on the
PSTN, are interstate information services not slifestate regulation under the 1996 Act and ixgdECC rules. On November 10, 2004, the
FCC adopted an order (which was subsequently ugireltbpeal) ruling that Vonage's service was arstdte service not subject to state
regulation.

On June 3, 2005, the FCC issued an order (whichswlasequently upheld on appeal) requiring all auenected VolIP providers to
deliver enhanced 911 capabilities to their subscsilby no later than November 28, 2005. We haveifiradabur service offerings to VolP
providers in order to assist them in complying viite FCC mandate, and have ensured that our Y&t services comply with these rules.
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The FCC has imposed further regulatory requiremiantscent years on VolP providers that had prestipbeen applicable only to
traditional telecommunications providers, such la&ations to contribute to the federal universavice fund, to comply with regulations
relating to local number portability (including dabuting to the costs of managing number portabiéquirements), to abide by the FCC's
service discontinuance rules, to contribute toTtekecommunications Relay Services fund, and toeabidthe regulations concerning Customer
Proprietary Network Information and the Communigasi Assistance for Law Enforcement Act. In addit@mumber of state public utility
commissions are conducting regulatory proceedingsdould affect our rights and obligations witBpect to IP-based voice applications.
Specifically, some states have taken the positiahthe “local” component of VoIP service is subjectraditional regulations applicable to
local telecommunications services, such as theatidin to pay intrastate universal service fees.cafemot predict whether the FCC or state
public utility commissions will impose additionaquirements, regulations or charges upon our pmvi services related to IP
communications.

The FCC is also reconsidering whether to allowaierinterconnected VolP providers, via a waivemlbtain direct access to
numbering resources, which are currently only add to telecommunications carriers. On DecembgefQ¥1, the FCC released a Public
Notice refreshing the record on a 2005 proceediomgerning the same issue, following the FCC's @mtisn 2005, to grant SBCIS a waiver
obtain its own numbering resources. We cannot ptediether the FCC will grant some or all intercected VVolP providers direct access to
numbering resources as a result of this proceeding.

Universal Servicelevel 3 is subject to federal and state regulatibasimplement universal service support for asdes
communications services in rural, high-cost and-logome markets at reasonable rates; and acceslvémced communications services by
schools, libraries and rural health care provid€he FCC assesses Level 3 a percentage of ingeesidtinternational revenue it receives from
retail customers as its contribution to the Feddralersal Service Fund. Additionally, the FCC nette ruled that states may assess
contributions to their state Universal Service Fénoth VVolP providers. Any change in the assessmethodology may affect Level 3's
revenues, but at this time it is not possible tedjot the extent we would be affected, if at all.

Network Security Agreemenin connection with the acquisition of Global Csirgy, we entered into an agreement (the “Network
Security Agreement”) with certain agencies of th& Usovernment to address the U.S. Governmentsnaasecurity and law enforcement
concerns. The Network Security Agreement is inten@eto ensure our ability to carry out lawfulluthorized U.S. Government electronic
surveillance of communications that originate antominate in the U.S.; (ii) to prevent and detsmtess and use of U.S. communications
(iii) to satisfy U.S. critical infrastructure praton requirements. Failure to comply with our ghlions under the Network Security Agreement
could result in the revocation of our telecommutitss licenses by the FCC and other penalties.Nétevork Security Agreement also impa
significant requirements related to informatiorrage and management, traffic routing and managermbewnsical, logical and network security,
personnel screening and training, audit, reporing other matters.

State Regulation

The 1996 Act is intended to increase competitiothentelecommunications industry, especially inldwal exchange market. With
respect to local services, ILECs are required ltmainterconnection to their networks and to pravichbundled access to network facilities, as
well as a number of other pro-competitive measurhs.implementation of the 1996 Act continues tsbleject to numerous state rulemaking
proceedings on these issues.

State regulatory agencies have jurisdiction wharfacilities and services are used to provide Bitite telecommunications services.
A portion of our traffic may be classified as irdt@e telecommunications and therefore subjedtte segulation. We expect that we will offer
more intrastate telecommunications services (inotydtrastate switched services) as our businedgeoduct lines expand. We are author
to provide telecommunications services in all fétates and the District of Columbia. In additiae, need to maintain interconnection
agreements with ILECs where we wish to provide isertwVe expect that we should be able to negotiateherwise obtain renewals or
successor agreements through adoption of others’amts or arbitration proceedings, although thesiaterms, and conditions applicable to
interconnection and the exchange of traffic with
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certain ILECs could change significantly in certaases. The degree to which the rates, terms,@amtittons may change will depend not only
upon the negotiation and arbitration process amdahility of other interconnection agreements, Wilt also depend in significant part upon
state commission proceedings that either uphotdatify the current regimes governing interconnacttiad the exchange of certain kinds of
traffic between carriers.

There are initiatives in several state legislattodswer intrastate access rates, aligning theth interstate rates, some of which may
be affected by the FCC Order on intercarrier corspon. While we believe that rate adjustmentatiies such as this are generally better
considered holistically by the FCC as part of iterall intercarrier compensation reforms, someesthive and may continue to determine
otherwise. Depending on whether we are a net ¢oliex a net payer of any adjusted rate, suchasdjiestments could have a negative effect on
us.

Some states also require prior approvals or natifins for certain transfers of assets, customreosvoership of certificated carriers
and for issuances by certified carriers of equitgebt.

Local Regulation

Our networks are subject to numerous local regaiatsuch as building/permitting/trenching codeslathsing/franchise fees. Such
regulations vary on a city-by-city, county-by-coyiaind state-by-state basis. To install our ownrfigtic transmission facilities, we need to
obtain rights-of-way over privately and publicly oed land. Rights-of-way that are not already satuewhich may expire and not be
renewed, may not be available to us on economicedigonable or advantageous terms in the future.

European Regulatior

Unlike the United States which has a federal-segelatory scheme, the European Union has adopteara systematic approach to
the convergence of networks and the regulatioeletbmmunications services. The European Commisgsiersees the implementation by its
Member States of various directives developedgalege electronic communications in a technology platform neutral manner. In February
2003, the European Union adopted a new regulatargdwork for electronic communications that is geei to address in a technologically
neutral manner the convergence of communicatioressadelecommunications, computer and broadcasghgorks. The directives address:
(1) framework (2) interconnection and access, (@)arization and licensing, (4) universal serviod &) privacy. These directives along with
an additional decision on radio spectrum set ceibsis for regulation at the national level.

Pursuant to these measures, the licensing regimeeptaced with one of general authorization. Gistng licenses were canceled
and replaced with statutory authorization, subjeatarious general conditions imposed by natioagltatory authorities (“NRAs”). NRAs
continue to be responsible for issuing specifieriges in relation to radio spectrum.

The Framework Directive requires NRAs, on a rollbgsis, to identify and measure relevant produckeis. Should any market
review reveal that one or more communications perd have “Significant Market Power” (conceptudiigilar to dominance), then the NRA
must devise and impose suitable remedies to mieithia risk that abuse of dominance will occur.

In November 2009, the European Parliament and Gbofklinisters agreed to implement a number ofraies to the existing regim
comprising the “Better Regulation” Directive (Ditae@ 2009/140/EC) and the “Citizens' Rights” Diiiget(Directive 2009/136/EC), which are
intended to improve the existing regulatory framewand ensure that the needs of users are masdyctiefined and to remove potential
ambiguity within the existing framework in a numioérareas such as the processing of personal Hag¢degislation which transposes the two
Directives above into national law required Mem8tates to transpose various amendments into nhtemmdy May 2011.

Notwithstanding a synchronized approach to reguhaith Europe, the implementation of the directilias not been uniform across the
Member States of the European Union. Recogniziigycibncern, in November 2009,
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the EU implemented one regulation establishing®bedy of European Regulators for Electronic Commatians (Regulation (EC) No
1211/2009) (“BEREC"). BEREC's remit is to improvarinonization between national regulatory measwessd40 ensure greater consistency
of remedies and to anticipate emerging regulateguirements. In December 2011, BEREC publishedatkplan for 2012 which includes
notable initiatives such as (i) giving opinion awlividual NRA decisions that have been criticizgdte EC, (ii) guiding NRAs on internatior
roaming matters and recommending on mobile ternanattes, (iii) giving opinion on universal sergipolicy, (iv) developing
recommendations and guidelines on net neutraliyrgporting on IP interconnection, (vi) reportiog NRA approaches to remedies in relation
to next generation access networks, (vii) reportingegulatory accounting practices, and (viiijsliag with various agencies responsible for
network security matters.

In 2010, the EU adopted a long term strategic gdimown as the Digital Agenda for Europe 2010 -@0#med at ensuring that the
EU derives the maximum economic, industrial andadienefit from advanced communications servigeduding the extensive roll-out of
'superfast broadband. The majority of Member Stase® each adopted their own national policiesippsrt of this high level agenda. For
example, in the U.K., the Government indicated ec@nber 2010, the adoption of a policy objectivertsure that every community in the
country will have access to 'superfast broadbanp@i5 which, it is acknowledged, will require siggant new investment in infrastructure
projects. In December 2011, the Office of Commutiice (“OFCOM?”) published its draft Annual Plan 8012, indicating that its regulatory
policy focus is intended to support the growth ifajer competition, innovation, investment certaand setting out the priority areas aimed at
supporting the government's 2015 vision. The effectis of such action cannot be accurately predlicte

Canadian Regulation

The Canadian Radigelevision and Telecommunications Commission regsltelecommunications providers and their service
offerings in Canada. Regulatory developments dweipast several years have terminated the histwimpolies of the ILECs bringing
significant competition to this industry for botbrdestic and international long distance servicés. firovision of Canadian domestic and
international transmission facilities based serwiemains restricted to “Canadian carriers”. Theseers must have majority ownership and
control infact by Canadians. There are no such Canadian shipeand control requirements for companies thegtlt¢he services and faciliti
of a Canadian carrier. Level 3 operates as a srg#liCanadian domestic and international transorisgcilities based services in Canada. If
the ownership restrictions were repealed, we gatei that we would be able to expand our operatiodsservice offerings in Canada.

Latin American Regulatior

The regulatory status of the telecommunicationsketarin Latin America varies to some degree. Aliraf countries in which we
currently operate are members of the World Tradga@ization, and most have committed to some desisgyl measures such as market
competition and foreign ownership. Some countri@s permit competition for all telecommunicationsifiies and services, while others
allow less competition for some facilities and segs, but restrict competition for other servicésme countries in which we operate currently
impose limits on foreign ownership of telecommutimas carriers.

The telecommunications regulatory regimes of maatjrLAmerican countries are in the process of dgyekent. Many issues, such as
regulation of incumbent providers, interconnectiombundling of local loops, resale of telecommutiices services, and pricing have not been
addressed fully, or even at all. We cannot acclyratedict whether and how these issues will belkesl, or their impact on our operations.

Below is a summary of certain of the regulationgextly applicable to our Latin American operatiphg country. The regulations apply
equally to all of our operating entities in a givasuntry.
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Argentina

The Argentine telecommunications sector is sulifegcomprehensive regulation by the Comisién NadideaComunicaciones Kational
Communications Commission”) and the Secretariaa@aubicaciones (“Secretary of Communications”). Angentine telecommunications
market was opened to competition on November 90200

Following market liberalization, the governmentlied a series of regulations to effectuate the itiango competition, including Decree
No. 764/00. The Decree established rules for thatgrg of licenses for telecommunications serviggsrconnection, and the management
control of the radio spectrum. The Decree alsabdisteed new rules and regulations to promote adoetsdecommunications services for
customers located in high-cost access or maintenargas or with physical limitations or specialiabeeeds. These rules and regulations,
effective January 1, 2001, established that thesgces would be financed by all telecommunicatipresiders (including us) through a
Universal Service Fund, backed by the payment obi®%ach provider's total revenues for telecommatioas services.

There have been no major changes in the Argergigatory framework since its adoption in 200th@ligh there are rulemakings
underway to allow for wireless number portability.

During the last few years, telecommunications camgsain Argentina have been subjected to incretesezb and fees from both
provincial and municipal authorities. While we haallenged the constitutionality of some of thelséms, there is no certainty that we will
prevail on such challenges.

Brazil

Telecommunications services in Brazil are regulétgthe Ministry of Communications, pursuant to Liw. 9,472 as of July 16, 1997
(the “General Telecommunications Law”). This lavthearized the creation of the Agencia Nacional dee@@municacdes (the “National
Telecommunications Agency,” known as “ANATEL”), ardependent agency under the Ministry of Commuiooatthat regulates and
supervises all aspects of telecommunications sesviBNATEL enforces the legislative determinatiofithe Ministry of Communications.
ANATEL has generally pursued a policy of marketlislization and supported a competitive telecomeatiins environment.

Chile

The telecommunications industry in Chile is regediby the Undersecretariate of Telecommunicatiamgpartment under the Ministry
of Transportation and Telecommunications.

In 1978, the National Policy on Telecommunicatiares issued which, in its most relevant aspectted&br the development of
telecommunications services to be conducted byafeiinstitutions through authorizations grantedh®ygovernment. However, it also
endorsed a series of regulations aimed at estaigisticreased technical control over such investsand conferring certain discretionary
powers upon the government. The policy was formadlithrough the General Law on Telecommunicatiopsaged in 1982, in which free,
non-discriminatory access was granted to privaiediin the development of the nation's telecomnatigos services. This law established
responsibilities with respect to telecommunicaservices, compulsory interconnection of faciliiedween public service licensees, and
effectuated mandatory tariffing of services whetisting market conditions were deemed insufficienguarantee a free tariff system.

Chile amended its General Law on Telecommunicatiori®85 to provide that concessions and permitg loeagranted without limit
depending upon the quantity and type of servicegaudjraphic location. The law guarantees intercotime among telecommunications
service concessionaires. Chile defines value addedces as supplementary services. It is not sacg$o have a telecommunications service
license to offer supplementary services, althobgise who provide additional services must comphy wie technical standards established by
the Department of Telecommunications, and obtaithaization therefrom.
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The General Law on Telecommunications has been éedeon several occasions regarding such mattersta®rk neutrality, the
elimination of domestic long distance telephonill(sending), number portability, and establishmgational plan for critical
telecommunications infrastructure to ensure coitiraf services.

Colombia

The telecommunications industry in Colombia is sabjo regulation by the Colombian Ministry of Conmications. Since 1991, the
Ministry of Communications has pursued a policyilodralization and has encouraged joint venturéaéen public and private
telecommunications companies to provide new andangd telecommunications services. In 2009, the@blian government adopted a new
regulatory regime (Law 13421, the “TIC law”) thahsvaimed at further deregulating the telecommuicicatmarket.

Costa Rica

Costa Rica has possibly been the most resistamtigoin Latin America to liberalize the telecommeaiions market.
Telecommunications in Costa Rica have historicaflgn under the structure of a state-owned monopoliowing ratification of the free trade
agreement between the US and Central Americans$iat2007, Costa Rica started the reform of iggil&ory environment to open
telecommunications to competition.

In pursuit of this objective, which is still ongaginthe government of Costa Rica moved to a tdteréilized telecom market in the cour
from 2008. A new Telecommunications Law was enagtelline 2008 and the new regulatory body, thecbalenunications Superintendence
(SUTEL), was created on July 2009 by the Law 8@B0OTEL is an administrative body within the formerific Services” Regulatory Author
(ARESEP).

Examples of SUTEL's responsibilities are: implermenpolicy and legislation, regulating the marketrg by service providers and the
services, imposing access and interconnection atiiigs, resolving intercarrier disputes, approwvigigil tariffs and contracts with end users,
overseeing the universal service fund, and managgagce resources, including numbers and radidrspecSUTEL also ensures compliance
with consumer protections and promotes competitidhe telecommunications sector.

The executive branch retains certain direct regpdities in the telecom sector through the Minysof Environment, Energy and
Telecommunications (Minaet). Such responsibilities the definition of national telecommunicationtiqy, definition of a national plan for tl
development of telecommunications and control @perctrum licensing by SUTEL.

Ecuador

The telecommunications industry in Ecuador is ratd by the Consejo Nacional de Telecomunicaci¢thes‘National
Telecommunications Council”) and the Secretariaidlzd de Telecomunicaciones (the “National Telecamitations Secretary,” known as
“SENATEL") and is under the control and supervisafrthe Superintendencia de TelecomunicacionespgéBatendent of
Telecommunications”).

The Ministry of Telecommunications is the governigody in charge of the development of Informafi@thnologies and
Communication in Ecuador, which issues policiesiegal plans and monitors their implementation. Wheistry also evaluates, coordinates
and promotes actions to ensure equal access tioeserand the effective and efficient use thereof.

Mexico

The telecommunications sector in Mexico is regulgggmarily by the Federal Telecommunications L&V1(), published in year 1995,
and last amended in year 2010. Among other aspbet$§;TL regulates the requirements for licensinlie telecommunications networks, and
the obligations of telecommunication companies iexho. Further, it manages licensing requirememtsddio electric spectrum, satellite
geostationary orbits assigned to Mexico and itsteel spectrum, and authorizations to commercigdilBmommunications
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services. The FTL limits foreign capital investadviexican telecom operators to 49%; however, neotglephony is an exception to that
limitation.

While the FTL provides the main regulatory framekvof the telecommunications industry, other relé\daws in the field are the Fede
Antitrust Law, the Foreign Investment Law, the LafAProtection of Personal Information in PossessioRrivate Entities, and the Federal
Consumers Protection Law, all of which play a frathe overall regulation of the sector, in additio the general commerce and contractual
laws.

The main regulatory bodies are (i) the MinistryGafmmunications and Transportation (SCT), whichégrincipal authority in granting
and revoking telecommunication licenses and regolatompliance, (ii) the Federal Telecommunicati@mnmission (COFETEL), which
establishes telecommunications policies and agbistSCT in related matters, and (iii) the Fedargitrust Commission (COFECO), which
governs antitrust practices and oversees relevargentrations of market agents in Mexico.

Panama

The telecommunications industry in Panama is regdlhy Autoridad Nacional de los Servicios PubliedsSEP (formerly Ente
Regulador de los Servicios Publicos), an independgulatory body created by General Law 26 (1%86¢nded in 2006 by decree-law 10.
ASEP is a multi-sector regulator in charge of alh&ma utilities including telecommunications. Gaheaw 31 established the regulatory
framework for telecommunications regulation. Thaig/lwas last amended in 1999 by Law 24.

Peru

The telecommunications industry in Peru is reguldig the Supervisory Authority for Private Investihgn Telecommunications
(“OSIPTEL") and the Ministry of Transportation a@bmmunications (“MTC"). OSIPTEL is an independezdulatory body attached to the
Office of the President of the Council of Ministers

Under Peruvian law, the provision of public telecoumications services requires a concession. Thaifurs related to the issuance of
concessions and market access registration arastignment of the radio spectrum for public telexmmications services are managed by the
MTC's General Directorate of Telecommunicationsac8imarket liberalization became effective in Audig98, there has been no limitation
on the issuance of concessions, except for sersidgiect to natural limitations on grounds of seaksources, as in the case of the radio
spectrum.

Uruguay

The telecom market in Uruguay is highly regulafBlde Executive Branch, through the Ministry of InttysEnergy and Mining, is the
final authority in regards with telecom matters,iletthe Telecom National Office (Direccion Naciomi Telecomunicaciones) works as a
general advisory body and the Communication SesviRegulatory Unit URSEC (Unidad Reguladora deiSies/de Comunicaciones)
participates as a regulatory agency.

In order to provide telecommunications serviceis itecessary to hold a license. Moreover, if #r@ise also requires the assignment of
spectrum, it is also necessary to have a concesB@nExecutive Branch grants licenses to broaduadialso grants assignments of spectrum
with a fixed term. URSEC is entitled to grant lises and concessions in all the remaining casesniéraational long distance telephony is a
closed market with approximately ten players opegain that market. Level 3 (through its Uruguaymanch “GC Sac Argetina SRL Sucursal
Uruguay”) is licensed as a long distance servicwiper.

Venezuela

The Venezuelan telecommunications industry is agdl by the Comision Nacional de Telecomunicaci¢f@®NATEL of
Venezuela”), which is ascribed to and under thevipur of the Vice President of Venezuela. Venezoganed its telecommunications market
to competition on November 28, 2000. In 2007, tlem&Zzuelan government nationalized the incumbestdehtmunications operator, CANTV.
In December 2010, the government
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issued a new law declaring that the provision Ede@mmunications services is an activity of thebimidomain.” To date, the government has
not indicated its intent to expand nationalizatigthin the telecommunications sector.

Asian Regulation

The status of liberalization of the telecommunimasi regulatory regimes of the Asian countries ifciviwve operate or intend to operate
varies. Some countries allow full competition ie tielecommunications sector, while others limit petition for most services. Similarly, so
countries in Asia maintain foreign ownership restoins which limit the amount of foreign direct estment and require foreign companies to
seek local joint venture partners.

Most of the countries in the region have committetberalizing their telecommunications regimes apening their telecommunicatic
markets to foreign investment as part of the Wanade Organization Agreement on Basic Telecommtinits Services, which came into
force in February 1998. Additionally, the adoptmfithe Free Trade Agreement between the U.S. amgbore in January 2003 established a
new standard of liberalization based on bilateegjatiations with the U.S. We cannot predict whé&daf if any, this agreement will have on
other countries in the region or whether the U.B.pmrsue similar agreements with those countie. also cannot be certain whether this
liberalizing trend will continue or accurately pietcthe pace and scope of liberalization. It isgiole that one or more of the countries in which
we operate or intend to operate will slow or hiaét liberalization of its telecommunications markdtse effect on us of such an action cannot
be accurately predicted.

The telecommunications regulatory regimes of masiai countries are in the process of developmeahyMssues, such as regulatiol
incumbent providers, interconnection, unbundlingos&l loops, resale of telecommunications seryioffering of voice services and pricing
have not been addressed fully or at all. We caaoctrately predict whether or how these issueshgillesolved and their impact on our
operations in Asia.
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Glossary of Terms:

access
access charges

ATM

backbone

CAP

caching

capacity
carrier
CDN

central office
CLEC
co-carrier
common carrier

conduit

dark fiber

dedicated lines
facilities based carriers
fiber optics

Gateway

Telecommunications services that permit long distacarriers to use local exchange
facilities to originate and/or terminate long dista service.

The fees paid by long distandersatw LECs for originating and terminating long
distance calls on the LECs' local networks.

Asynchronous transfer mode. An information transtandard that is one of a general
class of packet technologies that relay traffioAay of an address contained within the
first five bytes of a standard fifgthree byte long packet or cell. The ATM format ¢an
used by many different information systems, inabgdi ANs, to deliver traffic at varying
rates, permitting a mix of data, voice and video.

A high-speed network that interconnects smallefependent networks. It is the
through-portion of a transmission network, as opposed twsswhich branch off the

through-portions.

Competitive Access Provider. A company that progiile customers with an alternative
to the local exchange company for local transpbprivate line and special access
telecommunications services.

A process by which a Web storage device or cacloeé@ed between Web servers (or
origin servers) and a user, and watches request$TiviL pages and objects such as

images, audio, and video, then saves a copy flf.itéthere is another request for the
same object, the cache will use its copy, instdasking the origin server for it again.

The information carrying ability of a communicatsfacility.
A provider of communications transmission serviggdiber, wire or radio.

Content Distribution Network or CDN describes ategs of computers networked
together across the Internet that cooperate tra@sthato deliver various types of content
to end users. The delivery process is optimizeagely for either performance or cost.
When optimizing for performance, locations that sarve content quickly to the user are
chosen. When optimizing for cost, locations thatlass expensive to serve from may be
chosen instead.

Telephone company facility wheréseribers' lines are joined to switching equipnfent
connecting other subscribers to each other, loeaitylong distance.

Competitive Local Exchange Carrier. A company twhpetes with ILECs in the local
services market.

A relationship between a CLEC and an ILEC thatraffceach company the same access
to and right on the other's network and providesss and services on an equal basis.

A government defined group of peweompanies offering telecommunications services
or facilities to the general public on a non-disgriatory basis.

A pipe, usually made of metal, ceramic or plagtiat protects buried cables.

Fiber optic strands that are not connected to inégsson equipment.
Telecommunications lines resefeedse by particular customers.
Carriers that own anerafe their own network and equipment.

A technology in which light is used to transpoifoirmation from one point to another.
Fiber optic cables are thin filaments of glass digfowhich light beams are transmitted
over long distances carrying enormous amounts taf. dléodulating light on thin strands
of glass produces major benefits including highdvedth, relatively low cost, low power
consumption, small space needs and total inseitgitovelectromagnetic interference.

Gateways are the primary technical facilities ia tharkets we serve. They are the
endpoints of each long haul city-pair segment. Wtvee have metro rings, they are the
locations most metro rings home to.

30




Table of Contents

Gbps
ISDN

ILEC

Interconnection

ISPs
IXC

Kbps
leased line

LEC
local exchange

local loop
long distance carriers

Mbps

MPLS

multiplexing

PBX

peering

Gigabits per second. A transmission rate. One gigajnals 1.024 billion bits of
information.

Integrated Services Digital Network. An informatitsansfer standard for transmitting
digital voice and data over telephone lines at dpem to 128 Kbps.

Incumbent Local Exchange Carrier. A company histdly providing local telephone
service. Often refers to one of the Regional Bgéfating Companies (RBOCSs). Often
referred to as “LEC” (Local Exchange Catrrier).

Interconnection of facilities betm or among the networks of carriers, including
potential physical colocation of one carrier's eguént in the other carrier's premises to
facilitate such interconnection.

Internet Service Providers. Companies formed teigemaccess to the Internet to
consumers and business customers via local networks

Interexchange Carrier. A telecommunications compghay provides telecommunications
services between local exchanges on an interstatdrastate basis.

Kilobits per second. A transmission rate. One kileuals 1,024 bits of information.

An amount of telecommunications capacity dedicébeal particular customer along
predetermined routes.

Local Exchange Carrier. A telecommunications comyhat provides
telecommunications services in a geographic are&slinclude both ILECs and CLECs.

A geographic area determined bgplpeopriate state regulatory authority in whichsca
generally are transmitted without toll chargesht® ¢alling or called party.

A circuit that connects an end user to the LECredioffice within a LATA.

Long distance carriers iplgervices between local exchanges on an intersta
intrastate basis. A long distance carrier may oftgrices over its own or another carrier's
facilities.

Megabits per second. A transmission rate. One nieggbals 1.024 million bits of
information.

MultiProtocol Label Switching. A standards approvedhnology for speeding up netwt
traffic flow and making it easier to manage. MPb8dlves setting up a specific path fc
given sequence of packets, identified by a labeimpeach packet, thus saving the time
needed for a router or switch to look up the addteshe next node to forward the packet
to.

An electronic or optical process thatnbines a large number of lower speed transmmissio
lines into one high speed line by splitting theat@vailable bandwidth into narrower
bands (frequency division), or by allotting a commuhannel to several different
transmitting devices, one at a time in sequenaee(tivision).

Private Branch eXchange. A PBX, sometimes knowa isone switch or phone
switching device, is a device that connects offedephones in a business with the PSTN.
The functions of a PBX include routing incominglsdb the appropriate extension in an
office, sharing phone lines between extensiongrated greetings for callers using
recorded messages, dialing menus, connectionsdenail, automatic call distribution
and teleconferencing.

The commercial practice under which ISPs excharaffic with each other. Although
ISPs are free to make a private commercial arrargérthere are generally two types of
peering. With a settlement free peering arrangerthentSPs do not need to pay each
other for the exchange of traffic. With paid pegrithe larger ISP receives payment from
the smaller ISP to carry the traffic of that smallgP. Peering occurs at both public and
private exchange points.
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POP

private line
PSTN

RBOCs

reciprocal compensation

resale
router

selective router

SONET

special access services

streaming

switch

Tbps
TDM
unbundled

unbundled access

VolP
xDSL

Point of Presence. Telecommunications facility veheeicommunications provider locates
network equipment used to connect customers feeitwork backbone.

A dedicated telecommunications connection betweehuser locations.

Public Switched Telephone Network. That portiormdécal exchange company's network
available to all users generally on a shared lasis not dedicated to a particular user).
Traffic along the public switched network is gerigrawitched at the local exchange
company's central offices.

Regional Bell Operating Companies. Originally, fe¥en local telephone companies
established as a result of the divestitures of ATi& €onnection with its settlement with
the U.S. Department of Justice of an antitrust latvs

The compensation of a CidE@rmination of a local call by the ILEC on tB&EC's
network, which is the same as the compensatiortilea€LEC pays the ILEC for
termination of local calls on the ILEC's network.

Resale by a provider of telecommunications servisash as a LEC) of such services to
other providers or carriers on a wholesale or ailrbasis.

Equipment placed between networks that relaystdatzose networks based upon a
destination address contained in the data pacleétg bouted.

Telephone switch or functionalieglent, controlled by the relevant local exchange
carrier (LEC), which determines the public safetgwering point to which a 911 call
should be delivered based on the location of tHec@ller.

Synchronous Optical Network. An electronics anduogk architecture for variable
bandwidth products which enables transmission afeyalata and video (multimedia) at
very high speeds. SONET ring architecture providesirtually instantaneous restoration
of service in the event of a fiber cut or equipmfaiitire by automatically rerouting traffic
in the opposite direction around the ring.

The lease of privatecakedi telecommunications lines or “circuits” alahg network
of a local exchange company or a CAP, which linesirguits run to or from the long
distance carrier POPs. Examples of special acegggas are telecommunications lines
running between POPs of a single long distancéezafrom one long distance carrier
POP to the POP of another long distance carriémoar an end user to a long distance
carrier POP.

Streaming is the delivery of media, such as moaiestlive presentations, over a network
in real time. A computer (a streaming server) sehdsnedia to another computer (a
client computer), which plays the media as it ikvéeed.

A device that selects the paths or circuits to $edufor transmission of information and
establishes a connection. Switching is the prooés#erconnecting circuits to form a
transmission path between users and it also capinfermation for billing purposes.

Terabits per second. A transmission rate. One itezgbals 1.024 trillion bits of
information.
Time Division Multiplexing. A technology that traméts multiple signals simultaneously
over a single transmission path.
Services, programs, software and training soldrsgglg from the hardware.

Access to unbundled elementtetd@mmunications services provider's network

including network facilities, equipment, featurfgjctions and capabilities, at any
technically feasible point within such network.

Voice over Internet Protocol

A term referring to a variety of newer Digital Sghiber Line technologies. Some of these
newer varieties are asymmetric with different datas in the downstream and upstream
directions. Others are symmetric. Downstream spestige from 384 Kbps (or “SDSL”)

to 1.5 to 8 Mbps (“ADSL").
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ITEM 1A. RISK FACTORS
Forward Looking Statements

We, or our representatives, from time to time makenor may have made certain forwdmbking statements, either orally or in
writing, including without limitation statements deor to be made in this Form 10-K, our quarteglyarts on Form 10-Q, information
contained in other filings with the SEC, pressasks and other public documents or statementslditian, our representatives, from time to
time, participate in speeches and calls with maakelysts, conferences with investors or poteimiadstors in our securities and other meet
and conferences. Some of the information preseattdtese speeches, calls, meetings and confereraemclude forwardlooking statement:
We use words like “plan,” “estimate,” “expect,” “@ripate” or “believe” to identify forwardlooking statements.

We wish to ensure that all forwaroking statements are accompanied by meaningfularzary statements, so as to ensure to the
fullest extent possible the protections of the $efibor established in the Private Securities attan Reform Act of 1995. Accordingly, all
forward-looking statements are qualified in their entireyyreference to, and are accompanied by, the fatipwiscussion of certain important
factors that could cause actual results to diffatarially from those projected in these forwdabking statements. We caution the reader that
this list of important factors may not be exhaustiWe operate in a rapidly changing business, amndrisk factors emerge from time to time.

We cannot predict every risk factor, nor can weessshe effect, if any, of all such risk factorsoam business or the extent to which
any factor, or combination of factors, may caugealaesults to differ materially from those prdjetin any forwardlooking statements.
Accordingly, forward-looking statements should not be relied upon agdigtion of actual results. Further, we undertakebligation to
update forwardlooking statements after the date they are maderform the statements to actual results or chaimgesr expectations.

For more information about our results of operatiand financial condition, you should see the dismn included under Item 7,
“Management's Discussion and Analysis of FinanC@ahdition and Results of Operations,” appearingrlat this Form 10-K.

Risks Related to our Business Operatic

Although we expect that the acquisition of Globat@ssing will result in benefits to us, we may n@alize those benefits because of
integration difficulties and other challenges.

The success of our acquisition of Global Crossiegethds in large part on the success of managemenriegrating the operations,
strategies, technologies and personnel of the tmapanies. We may fail to realize some or all ofah#cipated benefits of the Global Cross
acquisition if the integration process takes lormyeis more costly than expected. Our failure tetibke challenges involved in successfully
integrating the operations of Global Crossing ootteerwise realize any of the anticipated benefithe Global Crossing acquisition could
impair our operations. In addition, we anticipdtattthe overall integration of Global Crossing Wi a time-consuming and expensive process
that, without proper planning and effective andefiyimplementation, could significantly disrupt dursiness.

Potential difficulties the combined mess may encounter in the integration processidgcthe following:

» the integration of management teams, stratetgelnologies, operations, accounting and dateegsiicg systems,
management controls, products and services;

» the disruption of ongoing businesses and distracfdhe management team from ongoing businessecos
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« the retention of the existing customers and/or vendf both companie
» the creation of uniform standards, controls, proces, policies and information syste

» the reduction of the costs associated with eactpeoiyls operation
» the consolidation and rationalization of informati@chnology platforms and administrative infrastawes
» the integration of corporate cultures and mainteaaf employee mora
» the retention of key employees; i
» potential unknown liabilities associated with thiolaal Crossing acquisitio
The anticipated benefits and synergies includetimbination of offices in various locations and #ienination of numerous
technology systems, duplicative personnel and dagilie market and other data sources. Howeverethescipated benefits and synergies
assume a successful integration and are basedjatiions, which are inherently uncertain, and odgsumptions. Even if integration is
successful, anticipated benefits and synergiesmoape achieved.
Continued uncertainty in the global financial marke and the global economy may negatively affect &inancial results.
Continued uncertainty in the global financial maskand economy may negatively affect our finanaallts. A prolonged period of
economic decline could have a material adversetefie our results of operations and financial cbadiand exacerbate some of the other risk
factors we describe herein. Our customers may aeffarego purchases of our services in respontighter credit and negative financial ne
or reduce their demand for our services. Our custemmay also not be able to obtain adequate atwessdit, which could affect their ability
to make timely payments to us or ultimately catngedustomer to file for protection from creditorsder applicable insolvency or bankruptcy
laws. If our customers are not able to make tinpalyments to us, our accounts receivable could asere
In addition, our operating results and financiatdition could be negatively affected if, as a resfieconomic conditions:
« customers cancel, defer or forgo purchases of ewices
e customers are unable to make timely payments

« the demand for, and prices of, our services aneaed as a result of actions by our competitorstoeravise

* key suppliers upon which we rely are unwillingumable to provide us with the materials we needfir network on a timely
basis or on terms that we find acceptable; or

» our financial counterparties, insurance provédarother contractual counterparties are unablertdo not meet, their contractual
commitments to us.

We need to not only increase but also maintain neue from the services that we offer to realize dargets for anticipated revenue
growth, cash flow and operating performanc

We must increase and maintain revenue from our, glatee, content and infrastructure services aépiable margins in order to
realize our targets for anticipated revenue growadish flow and operating performance. If:
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« we do not maintain or improve our current relattdps with existing key custome
* we are not able to expand the available capacityusmetwork to meet our customers' demands imealyi manne|
* we do not develop new large volume and enterpaséomers; ¢
e our customers determine to obtain these servioes &ither their own network or from one of our catifors

we may not be able to increase or maintain ourmeeet acceptable margins, which would adverségctbur ability to become and/or rem
profitable.

Our business requires the continued developmenefiéctive business support systems to implementaruer orders and to provide
and bill for services.

Our business depends on our ability to continugeteelop effective business support systems. laicecases, the development of
these business support systems is required taeeatiticipated benefits from any acquisitions. This complicated undertaking requiring
significant resources and expertise and suppam fiord-party vendors. Following the development of theifiess support systems, the data
migration regarding network and circuit inventoryshbe completed for the full benefit of the systdmbe realized. Business support systems
are needed for:

e quoting, accepting and inputting customer orderséovices
e provisioning, installing and delivering servic

« providing customers with direct access to ofwrimation systems so that they can manage thecesrthat they purchase from us,
generally through web-based customer portals; and

e billing for services

Because our business provides for continued rapidtf in the number of customers that we serveyiteme of services offered as
well as the integration of any acquired compariasiness support systems, there is a need to certtindevelop our business support systems
on a schedule sufficient to meet proposed milesttates. The failure to continue to develop effextimified business support systems or
complete the data migration regarding network aralit inventory into these systems could mateyialliversely affect our ability to
implement our business plans, realize anticipatetkfits from our acquisitions and meet our finahg@als and objectives.

We may lose customers if we experience systemriadlthat significantly disrupt the availability anduality of the services that we
provide. System failures may also cause interrupgdo service delivery and the completion of otlserporate functions

Our operations depend on our ability to limit anitiglate interruptions or degradation in servicedastomers. Interruptions in service
or performance problems, for whatever reason, conttermine confidence in our services and cause lase customers or make it more
difficult to attract new ones. In addition, becauns&ny of our services are critical to the busingsgenany of our customers, any significant
interruption or degradation in service could regulbst profits or other losses to customers. alifph we generally limit our liability for servi
failures in our service agreements to limited sEndgredits (generally in the form of free servioed short period of time) and generally
exclude any liability for “consequentiatiamages such as lost profits, a court might naireafthese limitations on liability, which couldpmse
us to financial loss. In addition, we often provimle customers with committed service levels. Ifave unable to meet these service level
commitments, we may be obligated to provide sergiegits or other compensation to our customerg;iwtould negatively affect our
operating results.
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The failure of any equipment or facility on ourwetk, including our network operations control agstand network data storage
locations, could result in the interruption of @mer service and other corporate functions untiessary repairs are effected or replacement
equipment is installed. In addition, our businesstiniuity plans may not be adequate to addressteylar failure that we experience. Delays,
errors, network equipment or network facility fa#s, including with respect to our network openagigontrol centers and network data storage
locations, could also result from natural disasfersluding natural disasters that may increaseeiguency as a result of the effects of climate
change), disease, accidents, terrorist acts, plmsses, security breaches, vandalism or otheraillagts, computer viruses, or other causes. Our
business could be significantly hurt from thesesg| errors, failures or faults including as a ltesii

e service interruption

e exposure to customer liabili

« the inability to install new servic

» the unavailability of employees necessary to prewdrvice:

» the delay in the completion of other corporate fioms such as issuing bills and the preparatidimahcial statements;

« the need for expensive modifications to our systantsinfrastructur

Failure to develop and introduce new services coalffect our ability to compete in the industry.

We continuously develop, test and introduce newrnamications services that are delivered over oarrnanications network. These
new services are intended to allow us to addresssegments of the communications marketplace, addhe changing communications needs
of our existing customers and compete for additicnatomers.

In certain instances, the introduction of new s¥sirequires the successful development of nemedady. To the extent that
upgrades of existing technology are required feritiroduction of new services, the success ofthpgrades may be dependent on reaching
mutually acceptable terms with vendors and on vendeeeting their obligations in a timely manner.

In addition, new service offerings may not be wydatcepted by our customers. If our new servicerdffs are not widely accepted
our customers, we may terminate those serviceinfferand we may be required to impair any assetiscbnology used to develop or offer

those services.

If we are not able to successfully complete thesttzment and introduction of new services in a ynmeanner, our business could be
materially adversely affected.

Our future results will suffer if we do not effeately manage expansions to our operations.

We may continue to expand our operations throughpreduct and service offerings and through addéistrategic investments,
acquisitions or joint ventures, some of which mayolve complex technical and operational challen@as future success depends, in part,
upon our ability to manage our expansion opporiesitvhich pose numerous risks and uncertaintiefyding the need to integrate new
operations into our existing business in an efficend timely manner, to combine accounting and gatcessing systems and management
controls and to integrate relationships with custsnvendors and business partners. In additioarefacquisitions or joint ventures may
involve the issuance of additional shares of ounmon stock, which may dilute our stockholders' onshgp.
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Furthermore, any future acquisitions of businessdacilities could entail a number of risks, inding:

. problems with the effective integration of opéas;

. inability to maintain key pre-acquisition busiseglationships;

. increased operating costs;

. exposure to unanticipated liabilities; and

. difficulties in realizing projected efficienciesynergies and cost savings.

We cannot assure you that our future expansiorquisition opportunities will be successful, orttttee combined business will
realize its expected operating efficiencies, castrgys, revenue enhancements, synergies or othefitse

Our future growth depends upon the continued dey@irent and expansion of the Internet as a communioas medium and
marketplace for the distribution and consumption d&ta and video by businesses, consumers and gawems.

Achieving the anticipated benefits of our businggserations will depend in part upon the continuedetlopment and expansion of the
Internet as a communications medium and marketgtadhe distribution and consumption of data aitkw by businesses, consumers and
governments. If the use of the Internet for thaspgses does not grow and expand at the rate thanticipated or is restricted by such things
as:

« actions by ISPs or the owners of access netwtbeitsrestrict us from delivering our customerafic to the users of those
networks;

« future regulatior

» alack of anticipated technology innovation andmibm; ol

* alack of continued broadband penetration bothénUnited States and elsewh
We could experience material adverse effects orioancial condition, results of operations andifetprospects.

There is no guarantee that we will be successfulrioreasing sales of our content distribution secei offering.

As we believe that one of the largest sources toféuincremental demand for our communicationsiseswvill be derived from
customers that are seeking to distribute theirgjifleature rich content or applications over thterimet, we offer a variety of content
distribution network, or CDN, and related servicBEsere are many difficulties that we may encouirteselling these services, including
customer support system development issues, ioteleproperty matters, technological issues, iasirgy capacity on our network to meet our
customers' demands in a timely manner, developrhematraints and other problems that we may ntitipate. There is no guarantee that we

will be successful in generating significant revesfrom our CDN service offering.

Intellectual property and proprietary rights of o#irs could prevent us from using necessary technglég provide our services or
subject us to expensive intellectual property latgn.

If technology that is necessary for us to provide services was determined by a court to infringatent held by another entity tha
unwilling to grant us a license on terms acceptables, we could be precluded by a court order fusing that technology and we would lik
be required to pay a significant monetary damagesdto the patent holder. The successful enforaeiethese patents, or our inability to
negotiate a license for
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these patents on acceptable terms, could foroe esatse using the relevant technology and offes@mgices incorporating the technology. In
the event that a claim of infringement was browagdinst us based on the use of our technologyainstgour customers based on their use of
our services for which we are obligated to indemnife could be subject to litigation to determinleether such use or sale is, in fact,
infringing. This litigation could be expensive adidtracting, regardless of the outcome of the suit.

While our own patent portfolio may deter other @ierg companies from bringing such actions, patgnhgement claims are
increasingly being asserted by patent holding cangsawhich do not use technology and whose sambss is to enforce patents against
operators, such as us, for monetary gain. Becawdepatent holding companies do not provide sesvicause technology, the assertion of our
own patents by way of countariaim would be largely ineffective. We have alredien the subject of time-consuming and expensitenp
litigation brought by certain patent holding comjgasnand we can reasonably expect that we will fadéer claims in the future.

Our consolidated revenue is concentrated in a lisdtnumber of communications customers.

A significant portion of our consolidated revenseoncentrated among a limited number of commuisicgicustomers. For the year
ended December 31, 2011, our top ten communicatiost®mers represented approximately 24% of oat tansolidated revenue. If we lost
one or more of our top five communications custamer, if one or more of these major customersifiagmtly decreased orders for our

services, our business would be materially and e\ affected.

During our communications business operating hisjowe have generated substantial net operating Isss@ed we expect to
continue to generate net operating losses.

Our expenditures combined with non-cash compensatipense as well as depreciation and amortizatipense could result in
substantial net losses for the near future. Fofigleal years ended December 31, 2011, 2010, a8, 2@ incurred net losses of approximately
$756 million, $622 million and $618 million, respeely. We expect to continue to experience netdss and we may not be able to achieve or
sustain profitability in the future. Continued thetses could limit our ability to obtain the cagteded to expand our network, make interest anc
principal payments on our debt, or fund other bessmeeds.

We will need to continue to expand and adapt otwoek in order to remain competitive, which may uigrg significant additional
funding. Additional expansion and adaptations af@ammunications network's electronic and softwam@ponents will be necessary in order
to respond to:

e growing number of custome

« the development and launching of new serv

* increased demands by customers to transmit largeuats of dat:

¢ changes in customers' service requirem

« technological advances by competitors;

e governmental regulatior

Future expansion or adaptation of our network mdjuire substantial additional financial, operagilcand managerial resources, wr

may not be available at the time. If we are unédlexpand or adapt our network to respond to tdeselopments on a timely basis and at a
commercially reasonable cost, our business withiagerially adversely affected.
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The market prices for certain of our communicatiorservices have decreased in the past and may deergathe future, resulting
in lower revenue than we anticipate.

Over the past few years, the market prices fom@edf our communications services have decreddezse decreases resulted from
downward market pressure and other factors incgudin

« technological changes and network expansionsiwinave resulted in increased transmission capacdifable for sale by us and
by our competitors;

« some of our customer agreements contain voluasedpricing or other contractually agreed-upomedeses in prices during the
term of the respective agreements; and

« some of our competitors have been willing toegtsmaller operating margins in the short termanrattempt to increase lomngrm
revenues.

In order to retain customers and revenue, we oftest reduce prices in response to market condiiodstrends. As our prices for
some of our communications services decrease,grrating results may suffer unless we are abléherereduce our operating expenses or
increase traffic volume from which we can deriveliidnal revenue.

We also expect revenue from our managed modemcesrtd continue to decline primarily as a resuktrad users migrating to
broadband services.

The need to obtain additional capacity for our nedvk from other providers increases our costs. Indition, the need to
interconnect our network to networks that are coalied by others could increase our costs.

We use network resources owned by other compaoigsftions of our network. We obtain the righttse such network portions,
including both telecommunications capacity andtdgb use dark fiber, through operating leaseslBubdagreements. In several of those
agreements, the counter party is responsible fovork maintenance and repair. If a counter partg tease or IRU suffers financial distress or
bankruptcy, we may not be able to enforce our sightuse these network assets or, even if we a@muitinue to use these network assets, we
could incur material expenses related to maintemamcl repair. We could also incur material expeifsgs were required to locate alternative
network assets. We may not be successful in obgidasonable alternative network assets if nedefghiire to obtain usage of alternative
network assets, if necessary, could have a matatiarse effect on our ability to carry on busimgssrations. In addition, some of our
agreements with other providers require the payrokamounts for services whether or not those sesvare used.

In the normal course of business, we need to émtieinterconnection agreements with many domestit foreign local telephone
companies as well as the owners of networks thatastomers desire to access in order to delivar gervices. We are not always able to
secure these interconnection agreements on fawotatshs. For example, in November 2010, in conoratiith Level 3's request to augment
interconnection capacity with Comcast, Comcast delad that Level 3 enter into an agreement and gaiyc@st for interconnection capacity
Comcast required to deliver to Comcast's subsaither content that such subscribers requestedaainth such subscribers purchase the right
to receive from Comcast). Level 3 agreed to Conmdsimand under protest, and initiated steps tmlihie issue to the attention of federal
policy makers. As part of its acquisition of NBCi\dersal, Comcast and its affiliates were subjec @onsent Decree by the Department of
Justice, portions of which we believe their concas violated. Our dispute with Comcast has nobgen resolved. Other retail Internet
service providers have and may continue to makéasighemands for payment relating to interconnectiapacity necessary to deliver the
content requested by their subscribers, and wedntie challenge their right to demand such toligistolls, if imposed, would affect our
underlying costs. At present, we cannot predictoiliieome of these IP interconnection disputes.

Costs of obtaining service from other communicatioarriers comprise a significant proportion of tiperating expenses of long
distance carriers. Similarly, a large proportiontta# costs of providing international
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service consists of payments to other carriersngGésiin regulation, particularly the regulatiorasfal and international telecommunication
carriers and local access network owners, couldenty, but significantly, affect our competitiymsition. These changes could increase or
decrease the costs of providing our services.

We may be unable to hire and retain sufficient qifedd personnel; the loss of any of our key exeaiofficers could adversely
affect our business.

We believe that our future success will dependige part on our ability to attract and retain higgkilled, knowledgeable,
sophisticated and qualified managerial, profesdiand technical personnel. We have experiencedfgignt competition in attracting and
retaining personnel who possess the skills thaangeseeking. As a result of this significant corntjpet, we may experience a shortage of
qualified personnel.

Our businesses are managed by a small number aXemutive officers, including James Q. Crowe, €hieecutive Officer. The loss
of any of these key executive officers could haveaterial adverse effect on our business.

Our operations are subject to regulation in eachtbie countries in which we operate and require wsdbtain and maintain a
number of governmental licenses and permits. If fed to comply with those regulatory requirements t obtain and maintain those
licenses and permits, including payment of relatiees, if any, we may not be able to conduct ouribess in that jurisdiction. Moreover,
those regulatory requirements could change in a nman that significantly increases our costs or othése adversely affects our operations.

In the ordinary course of constructing our netwaaks providing our services, we are required t@aiobdnd maintain a variety of
telecommunications and other licenses and authaimain the countries in which we operate, as wasltights-of-way from utilities, railroads,
incumbent carriers and other persons. We also owmsply with a variety of regulatory obligations. ®to the political and economic risks
associated with the countries in which we operatecannot be assured that we will be able to miairtar licenses or that they will be rene
upon their expiration. Our failure to obtain or main necessary licenses, authorizations and rigftgy, or to comply with the obligations
imposed upon license holders including the payroéfges, in one or more countries, may result ilcans or additional costs, including the
revocation of authority to provide services in @menore countries.

In addition, our subsidiaries are defendants iresvawsuits that, among other things, challeigesubsidiaries' use of rights-why.
The plaintiffs have sought to have these lawsuttified as class actions. It is possible that tholdal suits challenging use of our rights-of-way
will be filed and that those plaintiffs also maykelass certification. The outcome of such liigatmay increase our costs and adversely &
our operating results.

Our operations around the world are subject tolegigun at the regional level (for example, the Eagan Union), the national level (
example, the FCC) and, in many cases, at the staeincial, and local levels. The regulation détmmmunications networks and services
around the world varies widely. In some countribs,range of services that we are legally permiibgorovide may be limited. In other
countries, existing telecommunications legislai®m the process of development, is unclear ooniststent, or is applied in an unequal or
discriminatory fashion, or inadequate judicial,ulzgory or other forums are available to addressetinadequacies or disputes. Regulations or
rules on network neutrality, license fees, envirental, health and safety, privacy and other regeyathanges, in general or particular to our
industry, may increase costs and restrict operatiOur inability or failure to comply with the teemmunications and other laws and
regulations of one or more of the countries in Whig operate could result in the temporary or peenaisuspension of operations in one or
more countries. We also may be prohibited fromrmgecertain countries at all or from providing aflour services in one or more countries.
In addition, many of the countries in which we agerare conducting regulatory or other proceedihgswill affect the implementation of th:
telecommunications legislation. We cannot be cemdithe outcome of these proceedings. These pdouwgemay affect the manner in which
we are permitted to provide our services in thesmtries as well as the level of fees and taxeslpayto the government, and may have a
material adverse effect on our business, resultpefations and financial condition.
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Termination of relationships with key suppliers clilicause delay and additional costs.

Our business is dependent on thipdrty suppliers for fiber, computers, softwareropics, transmission electronics and related
components as well as providers of network colocatacilities that are integrated into our netwaréime of which are critical to the operation
of our business. If any of these critical relatioips is terminated, a supplier either exits orailstits business as a result of the current
economic conditions, a supplier fails to providiical services or equipment, or the supplier ixéa to stop providing services due to legal
constraints, such as patent infringement, and weaiaable to reach suitable alternative arrangentgntkly, we may experience significant
additional costs or we may not be able to provigitain services to customers. If that happensbasiness could be materially adversely
affected.

ILECs may not provide us local access servicesratgs that allow us to effectively compete.

We acquire a significant portion of our local accssrvices, the connection between our owned nktaroi the customer premises,
from incumbent local exchange carriers or ILECse THECs compete directly with our business and tmaye a tendency to favor themselves
and their affiliates to our detriment. Network agseepresents a very large portion of our totatiscasd if we face less favorable pricing and
provisioning timeframes, we may be at a competitigadvantage to the ILECs.

In some instances it is expensive and difficultdaitch new customers to our network, and lack obperation of incumbent
carriers can slow the new customer connection prsge

It is expensive and difficult for new customersstaitch to our network if we require cooperationnfrthe incumbent carrier in
instances where there is no direct connection beiwiee customer and our network. Needing to olstaonnection to our network from the
incumbent carrier can complicate and add to the tiamd expense that it takes to provision a newoousts service. Many of our principal
competitors, the domestic and international incumdoarriers, are already established providersadlltelephone services to all or virtually all
telephone subscribers within their respective serareas. Their physical connections from theimises to those of their customers are
expensive and difficult to duplicate. To complédie hew customer provisioning process for a custsnegation that is not located on our
network, we rely on the incumbent carrier to preoaartain information. The incumbent carriers hav¥imancial interest in retaining their
customers, which could reduce their willingnessdoperate with our new customer provisioning retpjésereby adversely affecting our
ability to compete and increase revenue. Furthesalidation of incumbent carriers with other teleeounications service providers may make
these problems more acute.

We may be liable for the information that contentvoers or distributors distribute over our network.

The law relating to the liability of private netvkooperators for information carried on or dissertedahrough their networks is still
unsettled. While we disclaim any liability for tHiparty content in our services agreements, welmapme subject to legal claims relating to
the content disseminated on our network, even thaugh content is owned or distributed by our quste or a customer of our customers.
example, lawsuits may be brought against us clajrtfiat material distributed using our network waecicurate, offensive, or violated the law
or the rights of others. Claims could also invatvatters such as defamation, invasion of privacyapyright infringement. In addition, the
law remains unclear over whether content may hteildised from one jurisdiction, where the contenltgigal, into another jurisdiction, where it
is not. Companies operating private networks haentsued in the past, sometimes successfully, lmastte nature of material distributed,
even if the content is not owned by the networkrafme and the network operator has no knowledgbetontent or its legality. It is not
practical for us to monitor all of the content whis distributed using our network. If we needaket costly measures to reduce our exposure tc
these risks, or are required to defend ourselvamagsuch claims, our financial results could bgatively affected.
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Our financial condition and growth depends upon tiseiccessful integration of any business we may aogin the future. We may
not be able to efficiently and effectively integeasuch future acquired operations, and thus may fiaity realize the anticipated benefits
from them.

Achieving the anticipated benefits of any acquisit depends in part upon whether we can integratbusinesses in an efficient and
effective manner. We may acquire businesses inrdanoe with our business strategy. The integraifaany acquired businesses involves a
number of risks, including, but not limited to:

« demands on management related to any significant¢@se in size after the acquisiti

« the disruption of ongoing business and the dioer of management's attention from the manageofetdily operations to
management of integration activities;

« failure to fully achieve expected synergies and<seavings

« unanticipated impediments in the integration@partments, systems, including accounting syst&knologies, books and
records and procedures, as well as in maintainmifpum standards, controls, including internal cohbver financial reporting
required by the Sarbanedxley Act of 2002, procedures and policies;

* loss of customers or the failure of customers tieoincremental services that we expect them tert
« failure to provision services that are ordered bstemers during the integration peri
« higher integration costs than anticipated,;

« difficulties in the assimilation and retentiohtoghly qualified, experienced employees, manwbhbm may be geographically
dispersed.

Successful integration of acquired businesses eratipns depends on our ability to manage thesetipes, realize opportunities for
revenue growth presented by strengthened serviegrajs and expanded geographic market coveragainobetter terms from our vendors 1
to increased buying power, and eliminate redunédadtexcess costs to fully realize the expectedrgigse Because of difficulties in combini
geographically distant operations and systems wimiaf not be fully compatible, we may not be abladhieve the financial strength and
growth we anticipate from the acquisitions.

We cannot be certain that we will realize our daptited benefits from our acquisitions, or that wik e able to efficiently and
effectively integrate acquired operations as pldnifeve fail to integrate the acquired businessas operations efficiently and effectively or
fail to realize the benefits we anticipate, we vebloé likely to experience material adverse effect®ur business, financial condition, results of
operations and future prospects.

Changes in regulations affecting commercial poweopiders may increase our costs.

In the normal course of business, we need to émieagreements with many providers of commerocialgr for our office, network,
Gateway facilities, and colocation and data cefateitities. Costs of obtaining commercial power camprise a significant component of our
operating expenses. Changes in regulations thedtafbommercial power providers, particularly regolas related to the control of greenhouse
gas emissions or other climate change related reatteuld affect the costs of commercial power,alvhmay increase the costs of providing
services and may adversely affect our operatingites
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Potential regulation of Internet service provideis the United States could adversely affect our cgt@ns.

The FCC has, to date, treated Internet serviceigeos as enhanced service providers. In additioemg@ess has, to date, not sought to
heavily regulate the provision of IP-based serviBzgh Congress and the FCC are considering prégptsa involve greater regulation of IP-
based service providers. Depending on the contehteope of any regulations, the imposition of ssgjulations could have a material adv:

effect on our business and the profitability of earvices.

The communications industry is highly competitivétivparticipants that have greater resources andjeater number of existing
customers.

The communications industry is highly competitiany of our existing and potential competitors héimancial, personnel,
marketing and other resources significantly greiten ours. Many of these competitors have the &ddmpetitive advantage of a larger
existing customer base. In addition, significantyrm®mpetition could arise as a result of:

» the consolidation in the indust

« allowing foreign carriers to more extensively conep@ the U.S. marke

« further technological advances; i

» further deregulation and other regulatory initied

If we are unable to compete successfully, our lassircould be significantly affected.

Rapid technological changes can lead to further cpatition.

The communications industry is subject to rapid sigdificant changes in technology. In additiorg thtroduction of new services or
technologies, as well as the further developmemixadting services and technologies, may reducedbeor increase the supply of certain
services similar to those that we provide. As altesur most significant competitors in the futunay be new entrants to the communications

industry. These new entrants may not be burdenexhbgstalled base of outdated equipment or obstéethnology. Our future success

depends, in part, on our ability to anticipate addpt in a timely manner to technological chanBagdure to do so could have a material
adverse effect on our business.

We may be unable to successfully identify, manage assimilate future acquisitions, investments asitlategic alliances, which
could adversely affect our results of operations.

We continually evaluate potential investments arategic opportunities to expand our network, erkagonnectivity and add traffic
to our network. In the future, we may seek add@lanvestments, strategic alliances or similarrageaments, which may expose us to risks ¢
as:

« the difficulty of identifying appropriate investmisnstrategic allies or opportunities on terms ptadgle to us

« the possibility that senior management may heired to spend considerable time negotiating agests and monitoring these
arrangements;

« potential regulatory issues applicable to the tal@munications busine:

« the loss or reduction in value of the capital inweent
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e our inability to capitalize on the opportunitieepented by these arrangements
« the possibility of insolvency of a strategic &

There can be no assurance that we would successfidtcome these risks or any other problems erieceh with these investments,
strategic alliances or similar arrangements.

Our international operations and investments expaseto risks that could materially adversely affabe business.

We have operations and investments outside of thieetl States, as well as rights to undersea capadity extending to other
countries, that expose us to risks inherent irrivatonal operations. These include:

« general economic, social and political conditi
» the difficulty of enforcing agreements and collagtreceivables through certain foreign legal syst
* taxrates in some foreign countries may exceecetirothe U.S

« foreign currency exchange rates may fluctuatéchvcould adversely affect our results of operastiand the value of our
international assets and investments;

« foreign earnings may be subject to withholding regaents or the imposition of tariffs, exchangeteols or other restriction

» difficulties and costs of compliance with foreiaws and regulations that impose restrictionswninvestments and operations,
with penalties for noncompliance, including losdioénses and monetary fines;

« difficulties in obtaining licenses or interconnectiarrangements on acceptable terms, if at al
» changes in U.S. laws and regulations relating teifm trade and investme

As a result of the Global Crossing acquisition, \&ee now exposed to significant currency exchangéeraisks and currency transfe
restrictions and our net loss may suffer due to cemcy translations.

Certain of our current and prospective customernweeheir revenue in currencies other than U.Sldbe but are invoiced by us in
U.S. Dollars. The obligations of customers withsahtial revenue in foreign currencies may be sulgeunpredictable and indeterminate
increases in the event that such currencies degeeici value relative to the U.S. Dollar. Furthereydhese customers may become subject to
exchange control regulations restricting the cosieer of their revenue currencies into U.S. Dollémseither event, the affected customers may
not be able to pay us in U.S. Dollars. Similarlgclines in the value of foreign currencies (sucthasdevaluation of the Venezuelan bolivar
discussed below) relative to the U.S. Dollar caddersely affect our ability to market our servicesustomers whose revenue is denominatec
in those currencies. In addition, where we issweites for our services in currencies other tha®. Dollars, our net loss may suffer due to
currency translations in the event that such ceiesndepreciate relative to the U.S. Dollar anccasenot or do not elect to enter into currency
hedging arrangements in respect of those paymdigatbns.

As a result of the Global Crossing acquisition,ne& conduct a significant portion of our businesig the British Pound Sterling,
the Euro and the Brazilian Real. Appreciation & thS. Dollar adversely affects our consolidateegneie. Since the former Global Crossing
portion of our business tends to incur costs instmae currency in which those operations realizemee, the effect on operating income and
operating cash flow is largely mitigated. Howe\vgthe U.S. Dollar appreciates significantly, futievenues, operating income and operating
cash flows could be materially affected. In additithe appreciation of the U.S. Dollar relativddoeign currencies
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reduces the U.S. Dollar value of cash balancesihahibse currencies.

Certain Latin American economies have experienbedtages in foreign currency reserves and havetadapstrictions on the use of
certain mechanisms to expatriate local earningscangert local currencies into U.S. Dollars. Anytleése shortages or restrictions may lim
impede our ability to transfer or to convert thaserencies into U.S. Dollars and to expatriate ¢hiosds. In addition, currency devaluations in
one country may have adverse effects in anothartopu

In Venezuela, the official bolivares-U.S. Dollarclange rate established by the Venezuelan Cerardt BBCV”) and the
Venezuelan Ministry of Finance has historicallyibttted to the bolivar a value significantly greetean the value that prevailed on the former
unregulated parallel market. The official ratehis tate used by the Comision de Administracion aésBs (“CADIVI”), an agency of the
Venezuelan government, to exchange bolivares patsaan official process that requires applicatioi government approval. We use the
official rate to record the assets, liabilities drahsactions of our Venezuelan subsidiary. Effecfianuary 12, 2010, the Venezuelan
government devalued the Venezuelan bolivar. Theiaffrate increased from 2.15 Venezuelan bolivaoete U.S. Dollar to 4.30 for goods
and services deemed “non-essential” and 2.60 fodg@and services deemed “essentiaffective January 1, 2011, the Venezuelan govern
further increased the official rate for goods deéfessential” to 4.30 Venezuelan bolivares to thg.Uollar.

In an attempt to control inflation, on May 18, 201fe Venezuelan government announced that thgyulated parallel currency
exchange market would be shut down and that the B6Md be given control over the previously unredgedl portions of the exchange mar
In June 2010, a new regulated currency tradingesystontrolled by the BCV, the Transaction Systenffareign Currency Denominated
Securities (“SITME"),commenced operations and established an initiajlwed average implicit exchange rate of approxiipd0 bolivare:
to the U.S. Dollar. Subject to the limitations aedtrictions imposed by the BCV, entities domiciled/enezuela may access the SITME by
buying U.S. Dollar denominated securities throughks authorized by the BCV. The purpose of the regulated system is to supplement the
CADIVI application and approval process with anitiddal process that allows for quicker and smadbechanges.

As indicated above, the conversion of bolivares foteign currencies is limited by the current eagje control regime. Accordingly,
the acquisition of foreign currency by Venezuelampanies to honor foreign debt, pay dividends beatise expatriate capital is subject to
either the limitations and restrictions of the SIEMr the CADIVI registration, application and appeibprocess, and is also subject to the
availability of foreign currency within the guideés set forth by the National Executive Power lfier allocation of foreign currency. Approvals
under the CADIVI process have been less forthcomingnes, resulting in a significant buildup oftegs cash in our Venezuelan subsidiary
and a significant increase in our exchange rateeantlange control risks.

At December 31, 2011, we had $11 million of obligas registered and subject to approval by CADKfIthe conversion of bolivar:
into foreign currencies. We cannot predict the tignand extent of any CADIVI approvals to honor fgredebt, distribute dividends or
otherwise expatriate capital using the official ¥enelan exchange rate. Some approvals have begd igsthin a few months while others
have taken more than one year. In 2011, Globalstiggeceived $10 million of approvals from CADIW convert bolivares to U.S. Dollars
both the essential and non-essential official talesdate, we have not executed any exchangesghr8LTME. If we were to successfully avalil
ourselves of the SITME process to convert a poribour Venezuelan subsidiary's cash balanceddro Dollars, we would incur currency
exchange losses in the period of conversion basedeodifference between the official exchange aae the SITME rate on the amount
converted. Additionally, if we were to determinetie future that the SITME rate was the more apaiprate to use to measure boliaase!
assets, liabilities and transactions, reportediteswould be further adversely affected.

As of December 31, 2011, our Venezuelan subsidiad/$90 million of net assets including $54 milleicash and cash equivalents,
of which $2 million was held in U.S. Dollars and2b&illion (valued at the fixed official CADIVI raten that date of 4.30 Venezuelan boliv:
to the U.S. Dollar (the “CADIVI rate”)jvas held in Venezuelan bolivares. In light of then€zuelan exchange control regime, none of thet
assets (other than the $2 million of cash denorathat U.S. Dollars and held outside of Venezuelay tme transferred to Level 3 or any
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other subsidiary of Level 3 in the form of loandyances or cash dividends without the consenttbird party (that is, CADIVI or SITME).
Economic and political conditions in Latin Americpaose numerous risks to our operations.

After giving effect to the Global Crossing acqudit, our business operations in the Latin Ameriggion constitute a significant
portion of our business. As events in the Latin Aiggn region have demonstrated, negative econonpoldical developments in one country
in the region can lead to or exacerbate econompmlitical instability elsewhere in the region. Ehermore, events in recent years in other
developing markets have placed pressures on théitstaf the currencies of a number of countried atin America in which we operate,
including Argentina, Brazil, Colombia and VenezuéMhile certain areas in the Latin American redgiave experienced economic growth,
recovery remains fragile. Pressures on local ceiesrare likely to have an adverse effect on oatauers in this region. Volatility in regional
currencies and capital markets could also havedaerae effect on our ability and that of our custosito gain access to international capital
markets for necessary financing, refinancing apétréation of earnings.

In addition, any changes to the political and eeoieccconditions in certain Latin American countra@suld materially and adversely
affect our future business, operations, finanadition and results of operations. For exampldanuary 2007, the Venezuelan National
Assembly issued an Enabling Law allowing the Preasiabf Venezuela to carry out the nationalizatibnertain businesses in the electricity .
energy sectors, as well as Venezuela's largesotai@unications company, Compafia Andnima Nacioe#fdnos de Venezuela (“CANTY”
CANTV was nationalized in the same year. A statanrem the Venezuelan minister of telecommunicatiand director of the Comisién
Nacional de Telecomunicaciones, the country's e@lgcunications regulatory authority, has indicateat the nationalization of CANTV do
not imply the nationalization of the telecommuniicas sector as a whole. However, there can be surasce that such nationalization plans
will not also extend to other businesses in thecminmunications sector, including our business.gdwernment also announced plans to
modify the telecommunications law, and we cannetljot the effect of these amendments to our businesddition, a referendum held on
February 15, 2009, approved an amendment to thenfgetonstitution removing presidential term lisnit

Inflation and certain government measures to cuntffiation in some Latin American countries may haeglverse effects on their
economies and our business and operations in thioeations.

Some Latin American countries, including VenezuBlazil and Argentina, have historically experieth¢ggh rates of inflation.
Inflation and some measures implemented to cutatioh have had significant negative effects ongbenomies of these countries.
Governmental actions taken in an effort to curlaiidn, coupled with speculation about possiblefetactions, have contributed to economic
uncertainty at times in most Latin American cowrgriThese countries may experience high levelsfiaftion in the future that could lead to
further government intervention in the economyludag the introduction of government policies thatld adversely affect our results of
operations in those locations. In addition, if afifhese countries experience high rates of imfigtive may not be able to adjust the price o
services sufficiently to offset the effects of atfbn on our cost structures in those locationbigh inflation environment would also have
negative effects on the level of economic actiaityl employment and adversely affect our businessits of operations and financial
condition.

Many of our most important U.K. government custorsdrave the right to terminate their contracts witls if a change of control
occurs or to reduce the services they purchase fnogn

Various agencies of the U.K. Government togethpragented approximately $212 million or 47% of tveenue of Global Crossing
(UK) Telecommunications Limited and its subsidiati@ollectively, “GCUK”") in 2011. Many of GCUK'sogyernment contracts contain broad
change of control provisions that permit the cugtoto terminate the contract if GCUK undergoesangde of control, such as the indirect
change in ownership that resulted from our acdaisivof Global Crossing. A termination in many ingtas gives rise to other rights of the
government customer, including, in some caseg;dgié to purchase some of GCUK's assets used wicgay those contracts. Although we are
not aware of any of GCUK's significant governmamttomers indicating their intent to
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terminate their contracts with GCUK as a resulbwf acquisition of Global Crossing, if any such ttaots were terminated as a result of such
acquisition or another change of control transactiee could experience a material and adversetedfethis portion of our business and res
of operations.

In addition, most of GCUK's government contractndbinclude significant minimum usage guaranté&ésts, the applicable
customers could simply choose not to use GCUK'\d@es and move to another telecommunications pesvid the applicable customers of
any of GCUK's significant government contracts wersignificantly reduce the services that theychase under these contracts, we could
experience a material and adverse effect on thisopoof our business and results of operations.

The Network Security Agreement imposes significaetjuirements on us. A violation of the agreemenuti have severe
consequences.

The Network Security Agreement (our agreement wtain agencies of the U.S. Government to addhesd.S. Government's
national security and law enforcement concernspgap significant requirements on us related tamn&ion storage and management; traffic
routing and management; physical, logical, and ngtvgecurity arrangements; personnel screeningraimdng; and other matters. While we
expect to continue to comply fully with our obligats under the Network Security Agreement, it ipassible to eliminate completely the risk
of a violation of the agreement. The consequentas/mlation of the Network Security Agreement ttbbe severe, potentially including the
revocation of our FCC licenses in the U.S., whiduld result in the cessation of our U.S. operatemd would have a material adverse effect
on our business, results of operations and finhooiadition.

Risks Related to Our Liquidity and Financial Resources

Disruptions in the financial markets could affectus ability to obtain debt or equity financing or teefinance our existing
indebtedness on reasonable terms (or at all), armvé other adverse effects on us.

Disruptions in the commercial credit markets cawsult in a tightening of credit markets. The effeaf recent credit market
disruptions were widespread, and it is impossiblpredict whether the improvement in the globablitrearkets will continue. As a result of
credit market turmoil, we may not be able to obtébt or equity financing or to refinance our erigtindebtedness on favorable terms (or at
all), which could affect our strategic operatiomsl @ur financial performance and force modificasioém our operations.

If we are unable to comply with the restrictions drtovenants in our debt agreements, there wouldtgefault under the terms of
these agreements, and this could result in an aecation of payment of funds that have been borrowed

If we were unable to comply with the restrictiomglaovenants in any of our debt agreements, thetddibe a default under the ter
of those agreements. As a result, borrowings uater debt instruments that contain crassceleration or cross default provisions may ak
accelerated and become due and payable. If afhesétevents occur, there can be no assuranceahabwd be able to make necessary
payments to the lenders or that we would be ablmdbalternative financing. Even if we were albeobtain alternative financing, there can be
no assurance that it would be on terms that arepaable.

If we experience a change in control or certain @hevents, we may be unable to satisfy our obligasi to repurchase our
outstanding notes as required under our outstandidgbt agreements.

Upon the occurrence of certain events definedénviirious debt agreements relating to our outstandiébt, we are required to make
an offer to purchase all of our outstanding notes purchase price generally equal to 101% of tirecjpal amount of the notes, plus accrued
and unpaid interest thereon (if any). In additilmnthe extent that we are required to make an odfeurchase one of the outstanding issues of
our notes, the debt agreements relating to our ggkees of notes may require us to repurchasethat debt upon a change in control or
termination of trading. We may not have sufficimds to pay the purchase price for all the natesiéred by holders seeking to accept the
offer to purchase.
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We have substantial debt, which may hinder our gtbvand put us at a competitive disadvantage.
Our substantial debt may have important conseqeireauding the following:

« the ability to obtain additional financing focquisitions, working capital, investments and capit other expenditures could be
impaired or financing may not be available on atzigle terms;

¢ asubstantial portion of our cash flows will bedise make principal and interest payments on ondisitey debt, reducing the fun
that would otherwise be available for operations future business opportunities;

e asubstantial decrease in cash flows from opeyaictivities or an increase in expenses couldenitadifficult to meet debt service
requirements and force modifications to operations;

« We have more debt than certain of our competitehsch may place us at a competitive disadvantage
¢ substantial debt may make us more vulnerable maantlirn in business or the economy genet

We had substantial deficiencies of earnings to céixed charges of approximately $786 million, $7hlion and $623 million for th
fiscal year ended December 31, 2011, 2010 and 266pectively.

We may not be able to repay our existing debt;dad to do so or refinance the debt could preventfumm implementing our
strategy and realizing anticipated profit

If we were unable to refinance our debt or togaidditional capital on acceptable terms, our tgtiti operate our business would be
impaired. As of December 31, 2011, we had an aggesof approximately $8.621 billion of long-termbtien a consolidated basis (after taking
into account the issuance of our 8.625% Senior :Ndtee 2020 in January 2012 and the retirementio® @5% Senior Notes due 2014, as well
as excluding debt discounts, premiums and fairevalljustments), and approximately $1.193 billiostotkholders' equity. Of this long-term
debt approximately $65 million is due to matur@@12, $313 million is due to mature in 2013 and!$%.billion is due in 2014, in each case
excluding debt discounts, premiums and fair valljgstments.

Our ability to make interest and principal paynseot our debt and borrow additional funds on fableréerms depends on the future
performance of the business. If we do not have gin@ash flow in the future to make interest or gipal payments on its debt, we may be
required to refinance all or a part of our debtooraise additional capital. We cannot be surewmeatvill be able to refinance our debt or raise
additional capital on acceptable terms.

Restrictions and covenants in our debt agreemeirtstiour ability to conduct our business and coufevent us from obtaining
needed funds in the future.

Our debt and financing arrangements contain a nuofiggnificant limitations that restrict our aibjito, among other things:
« borrow additional money a@ssue guarantee

e pay dividends or other distributions to stockhaig

* make investment

e create liens on asse

+ sell asset:
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* enter into saléeaseback transactiol

e enter into transactions with affiliates;

e engage in mergers or consolidatic
Risks Related to Our Common Stock

The unpredictability of our quarterly results maydaersely affect the trading price of our common sko

Our revenue and operating results will vary siguaifitly from quarter to quarter due to a numbewotdrs, many of which are outside
of our control and any of which may cause the poiceur common stock to fluctuate. The primary ¢est among other things, that may affect

our quarterly results include the following:

» the timing of costs associated with the operatibour business and integration activities wéhgect to any completed
acquisitions;

» demand for communications servic

* loss of customers or the ability to attract newtooeers

« changes in pricing policies or the pricing police#our competitor:

»  costs related to acquisitions of technology or hesse:

e changes in regulatory rulings; ¢

* general economic conditions as well as those spgoithe communications and related indust

A delay in generating revenue or the timing of ggdring revenue and expenses could cause significaiations in our operating
results from quarter to quarter. It is possible thasome future quarters our results may be belpalysts and investors expectations. In these
circumstances, the price of our common stock wkiéli decrease.

If certain transactions occur with respect to ouapital stock, we may be unable to fully utilize onet operating loss, or NOL, cari
forwards to reduce our U.S. federal income tax

As of December 31, 2011, we had NOL carry forwardapproximately $6.8 billion for U.S. federal inoe tax purposes (after taking
into account the effects of Section 382 of therméRevenue Code). If certain transactions ocatlr mespect to our capital stock that result in
a cumulative ownership change of more than 50 pg¢aige points by 5% stockholders over a three-yedog as determined under rules
prescribed by the U.S. Internal Revenue Code 06,0188 amended (the “Code”) and applicable regulatiannual limitations would be
imposed with respect to our ability to utilize dW®L carry forwards and certain current deductiogaiast any taxable income we achieve in
future periods.

We have entered into transactions (including theb@ll Crossing acquisition) over the applicableghyear period that, when
combined with other changes in ownership that atside of our control, have resulted in cumulatibanges in the ownership of our capital
stock. Additional transactions that we enter im®well as transactions by existing 5% stockholdadstransactions by holders that become
new 5% stockholders that we do not participateduld cause us to incur a 50 percentage point ashipechange by 5% stockholders and, if
we trigger the above noted Code imposed limitatisnsh transactions would prevent us from fulljizitig NOL carry forwards and certain
current deductions to reduce our U.S. federal irectames.
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STT Crossing's significant ownership interest in &zel 3 increases the risk that we could be unableise our accumulated NOL for
U.S. federal income tax purposes, and the rightsegment entered into by Level 3 designed to protestability to use our accumulated
NOLs could discourage third parties from seekingategic transactions with us that could be beneéitto our stockholders

Completion of the Global Crossing acquisition-imtjgaular STT Crossing's acquisition of a signifitawnership interest in Level 3-
moved us significantly closer to the 50% ownersitipnge and increases the likelihood of a loss pfNgdl_s.

In April 2011, we entered into the rights agreemeran effort to deter acquisitions of our commuock that might reduce our ability
to use our NOL carry forwards. Under the rightseagnent, from and after the record date of AprilZ111, each share of our common stock
carries with it one preferred share purchase tgtit the date when the preferred share purchasgsrbecome exercisable, or the earlier
expiration of the preferred share purchase rigfts. rights agreement and the preferred share pseatights issuable thereunder could
discourage a third party from proposing a changepafrol or other strategic transaction concerriagel 3 or otherwise have the effect of
delaying or preventing a change of control of Le3¢hat other stockholders may view as beneficial.

Under our restated certificate of incorporation, @nended, we are able to issue more shares of ounmon stock than are
currently outstanding. As a result, such future isances of our common stock may have a dilutive effen the earnings per share and
voting power of our stockholders.

Our restated certificate of incorporation, as anegih@uthorizes us to issue to up to 293,333,33&std our common stock, which is
a greater number of shares of common stock thaawdstanding. If our Board of Directors electsdsue additional shares of common stock in
the future, whether in public offerings, in connestwith mergers and acquisitions or otherwises¢hadditional issuances may dilute the
earnings per share and voting power of our stocldrsl Depending on the number of shares beingdssue the particular circumstances
involved, the Board may be able to complete a paer issuance without further stockholder action.

The market price of our common stock may declineaaesult of the Global Crossing acquisition.

The market price of our common stock may declina essult of the Global Crossing acquisition fornember of reasons, including:

» the unsuccessful integration of Global Crossin

» our failure to achieve the perceived benefitthef Global Crossing acquisition, including finaalaiesults, as rapidly as or to the
extent we anticipated by us or financial or indystnalysts.

These factors are, to some extent, beyond ouralontr
Anti-takeover provisions in our charter and by-lavesuld limit the share price and delay a changerndnagement.

Our restated certificate of incorporation and bydacontain provisions that could make it more difft or even prevent a third party
from acquiring us without the approval of our induent board of directors. These provisions, amohgrahings:

» prohibit stockholder action by written consent lage of a meetin
« limit the right of stockholders to call special rtings of stockholder

< limit the right of stockholders to present propesal nominate directors for election at annual ingstof stockholders; a
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< authorize our board of directors to issue prefestedk in one or more series without any actionhenpart of stockholdel

In addition, the terms of most of our long term teguire that upon a “change in control,” as dediin the agreements that contain
the terms and conditions of the long term debtnvage an offer to purchase the outstanding long thn at either 100% or 101% of the
aggregate principal amount of that long term debt.

These provisions could limit the price that investmight be willing to pay in the future for shamfur common stock and
significantly impede the ability of the holdersafr common stock to change management. Provisimths@reements that inhibit or discour:

takeover attempts could reduce the market valweioEommon stock.

If a large number of shares of our common stocksisld in the public market, the sales could redube trading price of our
common stock and impede our ability to raise futurapital.

We cannot predict what effect, if any, future isstes by us of our common stock will have on thekatgorice of our common stock.
In addition, shares of our common stock that wedss connection with an acquisition may not bgecttto resale restrictions. The market
price of our common stock could drop significanflgertain large holders of our common stock, aipi&nts of our common stock in
connection with an acquisition, sell all or a sfgr@nt portion of their shares of common stock i@ jgerceived by the market as intending to
these shares other than in an orderly manner.ditiad, these sales could impair our ability tesseacapital through the sale of additional
common stock in the capital markets.

The market price of our common stock has been vibdeand, in the future, the market price of our camon stock may fluctuate
substantially due to a variety of factor

The market price of our common stock has been sttgevolatility and, in the future, the marketg&iof our common stock may
fluctuate substantially due to a variety of factamsluding:

« the depth and liquidity of the trading market far gommon stocl

e quarterly variations in actual or anticipated opiegaresults

« changes in estimated earnings by securities as:

» market conditions in the communications and infdromaservices industrie
¢ announcement and performance by compet

* regulatory actions; al

e general economic conditiol

In addition, in recent months the stock market galhehas experienced significant price and voldtaetuations. Those market
fluctuations could have a material adverse effacthe market price or liquidity of our common stock

Other Risks
Environmental liabilities from our historical opertions could be material.
There could be environmental liabilities arisingrfr historical operations of our predecessors, fucklvwe may be liable. Our

operations and properties are subject to a widietyanf laws and regulations relating to environtaéprotection, human health and safety.
These laws and regulations include those concethimgse and
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management of hazardous and non-hazardous substamtevastes. We have made and will continue teersignificant expenditures relating
to our environmental compliance obligations. Despitir best efforts, we may not at all times beampliance with all of these requirements.

In connection with certain historical operationg ave responded to or been notified of potentisrenmental liability at
approximately 154 properties as of January 15, 20d@are engaged in addressing or have liquidateganmental liabilities at 70 of those
properties. Of these: (a) we have formal commitmentother potential future costs at 14 sitestl{pje are 5 sites with unknown future costs;
and (c) there are 51 sites with no likely futurstso The remaining properties have been dormarsefogral years. We could be held liable,
jointly or severally, and without regard to fadtir such investigation and remediation. The discped additional environmental liabilitie
related to historical operations or changes intexgsenvironmental requirements could have a matadverse effect on our business.

As a result of the Global Crossing transaction, wee now exposed to legal proceedings and contindettilities, including those
related to acquisitions previously made by Globab€sing, that could result in material losses thae have not reserved against.

Global Crossing is a party to various legal progegsiand is subject to certain important contindiailities described more fully in
Note 16,"Commitments, Contingencies and Other Items,” to@nsolidated financial statements included is #nual report on Form 10-K.
If one or more of these legal proceedings or cgetin liabilities were to be resolved in a mannerease to Global Crossing, Global Crossing
could suffer losses that are material to our bissineesults of operations and financial condit®lobal Crossing did not establish reserves for
many of these contingent liabilities and thosevfbich reserves were established could be adverssbjved at levels exceeding the reserved
amounts. Certain of these contingent liabilitiealddhave a material adverse effect on our busimess|ts of operations and financial condition
in addition to the effect of any potential monetarggment or sanction against us. Furthermore legsl proceedings, regardless of the
outcome, could result in substantial costs andrdiua of resources that could have a material adveffect on our business, results of
operations, and financial condition. Assets andiestthat Global Crossing acquired in its mosergacquisitions may be subject to unknown
or contingent liabilities for which we may have m@ourse, or only limited recourse to the entignirwhich the business was acquired (or its
stakeholders).

Increased scrutiny of financial disclosure, partitarly in the telecommunications industry in whichevoperate, could adversely
affect investor confidence, and any restatementafnings could increase litigation risks and limitur ability to access the capital markets.

Congress, the SEC, other regulatory authoritiestl@dnedia are intensely scrutinizing a numbeirarfcial reporting issues and
practices. If we were required to restate our fai@statements as a result of a determinationvtieattad incorrectly applied generally accepted
accounting principles or as a result of other fectir errors, that restatement could adverselycaéfer ability to access the capital markets or
the trading price of our securities. The recentiticy regarding financial reporting has also resiiin an increase in litigation. There can be no
assurance that any such litigation against us wootdnaterially adversely affect our business erttading price of our securities.

Terrorist attacks and other acts of violence or waiay adversely affect the financial markets and duusiness.
There can be no assurance that there will not tuedfuerrorist attacks against the United Statdd.8tr businesses. These attacks or
armed conflicts may directly affect our physicatifiéies or those of our customers. These eventddcoause consumer confidence and

spending to decrease or result in increased vitfatil the U.S. and world financial markets andmmmy. Any of these occurrences could
materially adversely affect our business.
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The pension plans previously maintained by Globab€sing may require additional funding and negatiyeaffects cash flows.

Certain North American and European hourly andriedaemployees of Global Crossing are covered tgfmed benefit pension
plans. On December 31, 1996, the North American plas frozen and all employees hired thereaftenateligible to participate in the plan.
The U.K. plans were closed to new employees on Dbee 31, 1999. The pension expense and requiregdimations to these pension plans
directly affected by the value of plan assets pifttgected rate of return on plan assets, the acttialof return on plan assets and the actuarial
assumptions used to measure the defined beneBtgeplan obligations. As of December 31, 2011 piggected benefit obligation under th:
pension plans was approximately $93 million ($18iam for U.S. plans and $75 million for U.K. plgnsnd the value of plan assets was
approximately $85 million ($18 million for US plaasd $67 million for U.K. plans), resulting in tleegension plans being underfunded by
approximately $8 million, of which $5 million istebutable to participants of the plans and is @ not a liability of Global Crossing. If
plan assets perform below expectations, futureiperexpense and funding obligations will increagkich would have a negative effect on
cash flows from operations.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our headquarters are located on 46 acres in teddoken Advanced Technology Environment within @ity and County of
Broomfield, Colorado. The campus facility, whichoiwned by our wholly owned subsidiary HQ Realty.Jrencompasses approximately
850,000 square feet of office space.

We also lease or own significant corporate offipace in the following cities and lease smaller sadglministrative, and supp
offices around the world:

« North America: Atlanta, Georgia; Austin, Texas;|Biyjs, Montana; Miami, Florida; Montreal, CanadaewN York, New York
Phoenix, Arizona; Pittsburgh, Pennsylvania; Roaredew York; Southfield, Michigan; and Tulsa, Gktena

» Europe: Basingstoke, England; Crewe, England; Dubieland; London, England; Milan, Italy; Naardéhe Netherlands; a
Paris, France

« Latin America: Bogota, Colombia; Buenos Aires, Amtiea; Caracas, Venezuela; Lima, Peru; Miami, E@riQuito, Ecuadc
Santiago, Chile; and Sao Paulo, Brazil

« Asia/Pacific: Hong Kong, China; and Tokyo, Ja

We own or lease numerous cable landing stationgededouses throughout the world related to undeasel terrestrial cable systems.
Furthermore, we own or lease properties to houdeoperate our fiber-optic backbone and distributietwork facilities, our point-to-point
distribution capacity, as well as our switching ipguent and connecting lines between other carmrepgipment and facilities and the equipr
and facilities of our customers. Our Gateway ftie#i are designed to house local sales staff, tpeed staff, our transmission and IP
routing/switching facilities and technical spacatzommodate colocation of equipment by high-vollweaeel 3 customers. We operate
approximately eight million square feet of spagedor Gateway and transmission facilities. Our @atg space is either owned by us or is held
pursuant to long-term lease agreements. For additinformation on our technical sites and otheprties relating to our network operations,
see Item 1, “Business-Our Communications Network”.

We have entered into various agreements regardinguioused office and technical space in order tlugce our ongoing operati
expenses regarding such space.

Our existing properties are in good condition arelsaitable for the conduct of our business.

ITEM 3. LEGAL PROCEEDINGS

For information regarding legal proceedings in iahice are involved, see Note 16, “Commitments, Cga@ncies and Other Itemgd’
our consolidated financial statements includedhis &nnual report on Form 10-K.

ITEM 4. MINING SAFETY DISCLOSURES

Not applicable.
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market InformationOur common stock is currently traded on the NewkY&tock Exchange under the symbol “LVLT.” Prior to
October 20, 2011, our common stock was traded @INEWSDAQ Global Select Market. We completed a 11foreverse stock split effective
after the close of trading on October 19, 2011 (@tober 20, 2011, we transferred the listing of @mmon stock from the NASDAQ Global
Select Market to the New York Stock Exchange arghhdrading on a reverse stock split adjusted basi®f February 15, 2012, there were
approximately 7,560 holders of record of our comratarck, par value $.01 per share. The table be&asiferth, for the calendar quarters
indicated, the high and low per share sales po€esir common stock as reported by the NASDAQ Gl&mect Market from January 1, 2010
to October 19, 2011 and the NYSE Composite Tapa fowtober 20, 2011 to December, 31, 2011, as ajdet the reverse stock split noted
above.

Year Ended December 31, 2011 High Low

First Quarter $ 2475 $ 14.7(C
Second Quarter 36.9( 21.0C
Third Quarter 40.0¢ 20.5¢
Fourth Quarter 36.0( 16.51
Year Ended December 31, 2010 High Low

First Quarter $ 26.58 $ 18.6(
Second Quarter 26.5¢ 16.0¢
Third Quarter 18.0( 13.91
Fourth Quarter 18.1F 12.4¢

Equity Compensation Plan Information.

We have two equity compensation plans under whielmay issue shares of our common stock to emplopéfeeers, directors and
consultants. They are The Level 3 Communicatiams, $tock Plan and the 2003 Global Crossing Lim&g&xtk Incentive Plan. We assumed
sponsorship of the 2003 Global Crossing LimitedcBtmcentive Plan in connection with the acquisitaf Global Crossing. Options
outstanding under the 2003 Global Crossing Lim@éatk Incentive Plan at the closing of the acqioisitvere automatically exchanged for
options to purchase shares of our common stockhenglan was amended to provide for the issuans@ares of our common stock. The
following table provides information about the stwof our common stock that may be issued uporcisecof awards under The Level 3
Communications, Inc. Stock Plan (in the “Equity gmsation plans approved by stockholders” categuorgl)the 2003 Global Crossing
Limited Stock Incentive Plan (in the “Equity comgation plans not approved by stockholders” catégasyof December 31, 2011.
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Number of securities to Weighted-average Number of securities

be issued upon exercise exercise price of remaining available for

of outstanding options, outstanding options, future issuance under
Plan Category warrants and rights warrants and rights equity compensation plans
Equity
compensation plar
approved by
stockholders 4,759,96. * $ 20.51 ** 8,592,42!
Equity
compensation plar
not approved by
stockholders 598,19( ***  § 10.7¢  x** 3,350,83.

* Includes, among other awards, awards of outparfstock appreciate units (“OSOs”). For purposethisftable, these securities are
considered to use a single share of our commotk §tom the total number of shares reserved foraese under The Level 3
Communications, Inc. Stock Plan.

** At December 31, 2011, the only type of awardstanding under The Level 3 Communications, Incclstlan that included an
“exercise price” was the OSOs. The weight@derage exercise price indicated is for the outstenOSOs at the date of grant. The
exercise price of an OSO is subject to change baged the performance of our common stock relatvilie performance of the
S&P 500° Index from the time of the grant of the award utité award has been exercised.

*** Includes awards of options only. The 2003 GlbRaossing Limited Stock Incentive Plan providestite granting of (i) stock
options, (ii) stock appreciation rights and (iither stock-based awards, including, without limidtat restricted share units, to eligible
participants. The vesting of outstanding awards begccelerated and the securities issuable purtuantstanding awards may be
adjusted upon the occurrence of certain corponaats. No awards may be granted under the plan@&eember 8, 2013. For
additional information about the plan, see Note“EBnployee Benefits and Stock-Based Compensatiomwur consolidated financial
statements included in this annual report on FobAK1

OSOs are currently designed to provide recipiehte@awards with the incentive to maximize stodkkovalue and to reward
recipient employees only when the price of our cammstock outperforms the S&P 50thdex between the date of grant and the date ltleat t
OSO is settled. OSOs have a three-year life and\N¥¥6 on the third anniversary of the date ofathard and will fully settle on that date. In
other words, recipients of OSOs are not able tantalrily exercise the OSOs as they will settle mattically with value on the third
anniversary of the date of the award or expire ethvalue on that date. This type of instrumersioisietimes referred to as a “European style
option.”

0OSOs have an initial strike price that is equah®closing market price of our common stock ontthding day immediately prior to
the date of grant. This initial strike price isgetd to as the “Initial Price.” On the settlemdate, the Initial Price is adjusted-as of that date
a percentage that is equal to the aggregate pageittcrease or decrease in the S&PHd@dex over the period beginning on the date of gran
and ending on the trading day immediately precetliegsettiement date. The Initial Price, howevanmot be adjusted below the closing price
of our common stock on the day that the OSO wastgda

The value of all OSOs will increase as the pricewfcommon stock increases relative to the perdioica of the S&P 500 Index ove
time. This increase in value is attributable intparthe use of a “success multiplier.”

The mechanism for determining the value of an iinldigl OSO award is described as follows. The IhRigce is adjusted over time
(the “Adjusted Strike Price”) until the settlemelatte. The adjustment is an amount equal to theeptage appreciation or depreciation in the
value of the S&P 500Index from the date of grant to the settlement.dBte value of the OSO increases for increasinglseof
outperformance. OSOs have a multiplier range freno o four depending upon the performance of ounmraon stock relative to the S&P 500
®Index as shown in the following table.
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If Level 3 Stock Outperforms the S&P 500® Then the Pre-multiplier Gain Is Multiplied by
Index by: a Success Multiplier of:

0% or Less —

More than 0% but Less than 11% Outperformanceapéage multiplied by/ 11
11% or More 4

The pre-multiplier gain is our common stock pricens the Adjusted Strike Price on the settlemerm@rcise date.

Dividend Policy Our current dividend policy, in effect since Aptil 1998, is to retain future earnings for use intmusiness. As a
result, our directors and management do not amtieipaying any cash dividends on shares of our aamstock in the foreseeable future. In
addition, under certain of our debt covenants wg bearestricted from paying cash dividends on shafeur common stock.

Performance Graph.

The following performance graph shall not be deetoduk incorporated by reference by means of angmgé statement incorporating
by reference this annual report on Form 10-K imtp filing under the Securities Act of 1933, as adexh or the Securities Exchange Act of
1934, as amended, except to the extent that thpawyrspecifically incorporates such informationréference, and shall not otherwise be
deemed filed under such acts.

The graph compares the cumulative total returruofcommon stock for the five year period from 2@ugh 2011 with the S&P

500 Index and the Nasdaq Telecommunications Intlee.graph assumes that the value of the investmant$100 on December 31, 2006, .
that all dividends and other distributions wereveisted.
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Comparison of Five Year Cumulative Total Return
Among Our Common Stock, the S&P® 500 Index

and the Nasdag Telecommunications Index

120.00
100.00 6\\ o
80.00
—— VLT
60.00
== S&P 500
—de NASDAQ Telecommunications
40.00 \
20.00 \'//\‘»__?-0
0.00 . : : : :

2006 2007 2008 2009 2010 2011

12/06 12/07 12/08 12/09 12/10 12/11
Level 3 Common
Stock $ 100.0C $ 542¢ $ 125C $ 2732 $ 17.5C $ 20.2¢
S&P 500® Index 100.0( 105.4¢ 66.4¢ 84.0¢ 96.71 98.7¢
NASDAQ
Telecommunication: 100.0( 113.4¢ 61.5( 85.6¢ 94.4: 83.6:
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ITEM 6. SELECTED FINANCIAL DATA

The Selected Financial Data of Level 3 Communicetjdnc. and its subsidiaries appear below.

Fiscal Year Ended(1),(2),(3)
2011 2010 2009 2008 2007

(dollars in millions, except per share amounts)
Results of Operations:

Revenue (1) $ 433: $ 3591 $ 369 $ 4,22¢ $ 4,19¢
Loss from Continuing Operation:
@) (827) (622) (624) (32)) (1,149
Income (Loss) from Discontinued
Operations, Net (1) 71 Q) 6 3 3
Net Loss (75€) (622) (61€) (31¢) (1,14¢€)

Per Common Share (2):
Loss from Continuing Operation:

1)(2) (6.09) (5.67) (5.79) (3.0¢) (11.30)
Income (Loss) from Discontinued

Operations, Net (1)(2) 0.5z (0.0 0.0t 0.0z (0.09)
Net Loss (2) (5.57) (5.62) (5.6¢) (3.05) (11.39)

Dividends (4) — — — — —
Financial Position:

Total Assets 13,18¢ 8,35¢ 9,06: 9,63¢ 10,24¢
Current portion of long-term deb

(5) 65 18C 70E 18€ 32
Long-Term Debt, less current

portion(5) 8,38t 6,26¢ 5,75¢ 6,24¢ 6,631
Stockholders' equity (deficit) (6) 1,19: (157) 491 1,021 1,26¢

(1) The Company purchased Broadwing CorporatiBngddwing™) on January 3, 2007, the Content Dejivéetwork services business
of SAVVIS, Inc. (the "CDN Business") on January 2807 and Servecast Ltd. ("Servecast") on July2007. During 2007, the
Company recorded revenue attributable to Broadwir§946 million, the CDN Business of $17 millionda8ervecast of $3 million.

On June 5, 2008, Level 3 completed the sale dfyits< advertising distribution business to DG Fasi@hel, Inc. and received gross
proceeds at closing of approximately $129 milliorcash. Net proceeds from the sale approximated Biffion after deducting
transactiorrelated costs. Revenue attributable to the Vyvedibing distribution business totaled $15 millior2008 through the de
of sale and $36 million in 2007. The Vyvx businessere acquired by the Company at the end of 2008e acquisition of WilTel
Communications Group, LLC ("WilTel").

The Company purchased Global Crossing Limited (aldCrossing”) on October 4, 2011 (the "AmalgamatioDuring 2011, the
Company recorded revenue attributable to Globas€ing of approximately $654 million.

On November 14, 2011, Level 3 completed the salts @oal mining business to Ambre Energy Limitsdoart of its long-term
strategy to focus on core business operations. riésudt of the transaction, the
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Company recognized a gain on the transaction afoxppately $72 million, which is included in therwsplidated statements of
operations within "Income (Loss) from Discontinu@gerations, Net." Revenue attributable to the otiaing business totaled
approximately $54 million in 2011 through the dafesale, $60 million in 2010, $67 million in 200875 million in 2008 and $70
million in 2007. The financial results of the cmaining business are included in the Company's dmteded results of operations
through the date of sale, and all periods have bedred to reflect the presentation within discwned operations.

Effective after the close of trading on Octohb®, 2011, the Company completed a 1 for 15 revstack split as previously approved
by the Company's stockholders. All references heiecommon stock and per share data have be@spettively adjusted to reflect
the reverse stock split.

In 2007, the Company recognized approximas&® million of impairment and restructuring chargesl a loss on the early
extinguishment of debt of $427 million as a resiiithe refinancing of its senior secured credieagnent and certain debt exchanges,
redemptions and repurchases. The Company alsomeeaga gain of $37 million on the sale of marki&tadguity securities and a tax
benefit of $23 million related to certain state taatters.

In 2008, the Company recognized approximately $2kom of impairment and restructuring charges, $8ilion of induced debt
conversion expenses, net, attributable to the exgshaf certain of the Company's convertible debtgges, a gain on the early
extinguishment of debt of $125 million as a resfiltertain debt repurchases, and a $99 million gaithe sale of the Company's
Vyvx advertising distribution business and the s#leertain of its smaller long distance voice onstr relationships. The Company
also revised its estimates of the amounts and ¢jrafrits original estimate of undiscounted caslvBaelated to certain future asset
retirement obligations in the fourth quarter of 08s a result, the Company reduced its asseenaéint obligations liability by

$103 million with an offsetting reduction to properplant and equipment of $21 million, sellingngeal and administrative expenses
of $86 million, depreciation and amortization ofL$illion and an increase to goodwill of $15 mitlio

In 2009, the Company recognized a gain of approtem&14 million as a result of debt repurchases exchanges of certain of the
Company's debt securities and $9 million of restmicg charges.

In 2010, the Company recognized a loss of apprad@in®59 million associated with the tender oferépurchase the Company's
12.25% Senior Notes due 2013 and as a result aktlemption of its 10% Convertible Senior Notes #80&1. The Company also
recognized a $91 million benefit primarily relatedthe release of foreign deferred tax valuatidovednces and $2 million of
restructuring charges.

In 2011, the Company recognized a loss of $100anilielated to the redemption and repurchase o8tb% Convertible Senior Not
due in June 2012 and prepayment of the Trancher® Tean that was outstanding under the existingd@eecured Term Loan, the
conversion of certain of the 15% Convertible SeiNotes due 2013, the retirement of a portion ofa25% Senior Notes due 2014,
the redemption of the 5.25% Convertible Senior Nahee 2011 and exchange of the 9% Convertible E&iécount Notes due 201
As a result of a change in the estimated usefaklinf certain of the Company’s property, plant agdipment, the Company
recognized a reduction of approximately $74 milliordepreciation expense during the fourth quast&011. The change in
accounting estimate was accounted for on a praspduasis effective October 1, 2011. The Compasg e¢cognized $11 million of
restructuring charges and $20 million associatet thie impairment of certain wireless spectrumniess.

The Company's current dividend policy, in effsince April 1998, is to retain future earnings dise in the Company's business. As a
result, management does not anticipate paying di@eends on shares of common stock in the forddedature. In addition, the
Company is restricted under certain debt-relategiants from paying cash dividends on shares ebitsmon stock.

All share amounts have been adjusted to reflect thoe 15 reverse stock sp
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In 2007, the Company received net proceeds of $88®n from the issuance by its wholly-owned sutiary of 8.75% Senior Notes
due 2017 and Floating Rate Senior Notes due 20d®anproceeds of $1.382 billion for the refinageaf its senior secured credit
agreement. In connection with the refinancing efsknior secured credit agreement the Companydrépa730 million Senior
Secured Term Loan due 2011. In 2007, the Compaiseraed $488 million of its outstanding 12.875% &ehNiotes due 2010,

$96 million of outstanding 11.25% Senior Notes 80&0 and $138 million (€104 million) of outstandihd.25% Senior Euro Notes
due 2010. Also in 2007, the Company's wholly-owselsidiary repurchased $144 million of its outstagdrloating Rate Senior
Notes due 2011, the Company repurchased $59 mafidgis outstanding 11% Senior Notes due 2008, $6iflion of its outstanding
11.5% Senior Notes due 2010 and $61 million (€4ian) of its outstanding 10.75% Senior Euro Nogiee 2008. The Company also
completed the exchange of $605 million of its 108t @ertible Senior Notes due 2011 for a total ofdiBion shares of common sto
during 2007. The Company also converted or repweth&180 million of Broadwing's outstanding 3.126%nvertible Senior
Debentures due 2026 through the issuance of appately 1 million shares of common stock and thenpeyt of $106 million in cash
in 2007.

In 2008, the Company received proceeds of $400amiftom the issuance of its 15% Convertible Seiotes due 2013. In
connection with the issuance of the 15% Convertgaior Notes due 2013, the Company completed terifigs and repurchased
$163 million of its 2.875% Convertible Senior Nothge 2010, $173 million of its 6% Convertible Sutinated Notes due 2010 and
$124 million of its 6% Convertible Subordinated Bedue 2009. In 2008, the Company completed exesangh holders of various
issues of its convertible debt in which the Compissyed approximately 3 million shares of the Conyfsacommon stock in exchar
for $18 million of its 6% Convertible Subordinatidtes due 2009, $47 million of its 10% ConvertiBlenior Notes due 2011,

$19 million of its 2.875% Convertible Senior Notkge 2010, $15 million of its 5.25% Convertible Serilotes due 2011 and

$9 million of its 3.5% Convertible Senior Notes d2@L2. Also in 2008, the Company repurchased $3&maggregate principal
amount of its 6% Convertible Subordinated Notes 2@9 and $32 million aggregate principal amourit06% Convertible
Subordinated Notes due 2010. The Company alsodepanaturity the remaining $20 million of its atatsding 11% Senior Notes d
2008 and approximately $6 million (€4 million) @¢$ ioutstanding 10.75% Senior Euro Notes due 2008.

In 2009, the Company received net proceeds of $2llibn as a result of amending and restating xisting senior secured credit
facility to increase the borrowings through theati@n of a $280 million Tranche B Term Loan. Then@pany exchanged $142 milli
of its 6% Convertible Subordinated Notes due 20i®$140 million of its 2.875% Convertible SeniortB®due 2010 for $200 millic
of 7% Convertible Senior Notes due 2015 and $78anibf cash. In 2009, the Company received netg@eds of $274 million from
the issuance of its 7% Convertible Senior Notes2lilb, Series B. Also in 2009, the Company repwsetié126 million aggregate
principal amount of its 6% Convertible Subordinakmtes due 2009, $55 million aggregate principabant of its 6% Convertible
Subordinated Notes due 2010, $13 million aggrepateipal amount of its 2.875% Convertible Seniatés due 2010, $131 million
aggregate principal amount of its 5.25% Convertiéamior Notes due 2011, $56 million aggregate pal@amount of its 10%
Convertible Senior Notes due 2011, and $31 miliiggregate principal amount of its 3.5% Convertfémior Notes due 2012. The
Company also redeemed the remaining $13 millioitsaf1.5% Senior Notes due 2010, repurchased thaining $6 million
aggregate principal amount of its Floating Ratedsdatue 2011 and repaid at maturity the remainirtgritlion of its outstanding 6%
Convertible Subordinated Notes due 2009.

In 2010, the Company received net proceeds of $@llidn from the issuance of its 10% Senior Notes @018 and net proceeds of
$195 million from the issuance of its 6.5% ConuddiSenior Notes due 2016. In connection with fisgénce of its 10% Senior Notes
due 2018, the Company repurchased $550 millioh®tdtal outstanding 12.25% Senior Notes due 20ib3apily through a tender
offer. In addition, the Company redeemed all ofdhéstanding $172 million aggregate principal antafrits 10% Convertible Senior
Notes due 2011, $3 million of its 5.25% ConvertiBlenior Notes due 2011, the remaining $3 millioit©f0.75% Senior Notes due
2011, and $2 million of its 2.875% Convertible Serilotes due 2010. Upon maturity, the Company cetie remaining $111 millic

of its 6% Convertible Subordinated
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ITEM 7.

Notes due 2010 and the remaining $38 million oRi&75% Convertible Senior Notes due 2010.

In 2011, the Company issued approximately $605anilbf 11.875% Senior Notes due 2019 in two sepdransactions, as well as
$500 million of its 9.375% Senior Notes due 201@deeds from the first 11.875% Senior Note offervege used to redeem $196
million of 5.25% Convertible Senior Notes. In trezend offering, Level 3 exchanged the 11.875% 3Sewides for approximately
$295 million of 9% Convertible Senior Discount Natéevel 3 Escrow, Inc., an indirect wholly-ownedbsidiary of Level 3, issued
$600 million in aggregate principal amount of 8.%25enior Notes due 2019. Level 3 Escrow, Inc. idsreadditional $600 million
aggregate principal amount of its 8.125% SenioreNalue 2109 under the same indenture as the 8.525%r Notes previously
issued, which were treated as a single seriestebnmder the indenture. In connection with the Ryasaation, all of the 8.125%
Senior Notes due 2019 were assumed by Level 3 Eimgninc. and the proceeds were used to refinaadain existing indebtedness
of Global Crossing. Level 3 exchanged approxima$al28 million of its 15% Convertible Senior Notaged?013 for approximately 5
million shares of its common stock. The Company alsid approximately $29 million in cash, represeninterest due from the
conversion through the 2013 maturity date. The Camgralso repurchased approximately $20 million®Bi5% Convertible Senior
Notes due 2012. The Company borrowed $550 millggregate principal amount of its Tranche B 1ll Tdroan. The net proceeds in
addition to cash on hand were used to redeem thainéng $274 million aggregate principal amoun8di% Convertible Senior Not
due 2012 and repay the $280 million Tranche B Teoemn that was outstanding under the existing Se®émured Term Loan. Also in
connection with the closing of the Amalgamatiore @ompany amended its existing credit agreementto an additional $650
million of borrowings through an additional trancfde net proceeds from the Tranche B Il Term Leare used to consummate the
Amalgamation, to refinance certain existing inddbtss of Global Crossing in connection with thesconmation of the
Amalgamation and for general corporate purposes.

All share amounts have been adjusted to reflect thoe 15 reverse stock sp

In 2007, the Company issued approximately 13 mmilsbares of common stock in exchange for $605aniléif its 10% Convertible
Senior Notes due 2011. The Company also issuedzippately 8 million shares of common stock, valagdpproximately

$688 million, as the stock portion of the purchpsee to acquire Broadwing Corporation. Also in Zpthe Company issued
approximately 1 million shares of common stockanmection with the conversion of $179 million ofbRdwing's outstanding 3.12¢
Convertible Senior Debentures due 2026.

In 2008, the Company issued approximately 3 milsbares of common stock in exchange for $108 milliggregate principal
amount of various issues of its convertible debt.

In 2011, the Company issued approximately 5 milsbares of common stock in exchange for $128 milibits 15% Convertible
Senior Notes. The Company also issued approxim&tlyillion shares of common stock, valued at apipnately $1.9 billion, as the
stock portion of the purchase price to acquire @l@rossing.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the Company's consolidated financial staats (including the notes thereto)
included elsewhere herein and the descriptionsdfutsiness in Item 1, "Business".

The Company is a facilities-based provider of ealdroange of communications services. Revenue fonuanications services is
recognized on a monthly basis as these servicggaveled. For contracts involving private line,weéength and dark fiber services, Level 3
may receive up-front payments for services to Bweted for a period of generally up to 20 yearsthese situations, Level 3 defers the
revenue and amortizes it on a straight-line basearnings over the term of the contract. At Decen34, 2011, for contracts where up-front
payments were received for services to be deliveréle future, the Company's weighted average imngcontract period was approximat
11.2 years.
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On October 4, 2011, a wholly-owned subsidiary oféleé3 completed its amalgamation with Global Cregsind the amalgamated entity
became an indirect wholly-owned subsidiary of tleenpany through a tax free, stock for stock traneadthe "Amalgamation™). In addition,
after the close of business on October 19, 201d¢ll® completed a 1 for 15 reverse stock splitrasipusly approved by the Company's
stockholders in connection with its announcemeritansfer the listing of its common stock to theaNéork Stock Exchange on October 20,
2011. The reverse stock split automatically comthieeery fifteen shares of issued and outstandinglL® common stock into one share of
common stock without any change in the par valuespare. All share and per share references f@esibds presented have been adjusted to
give effect to the reverse stock split.

Level 3, through its two 50% owned joint-ventureface mines, one each in Montana and Wyoming, coéd primarily through long-
term contracts with public utilities. In Novembed12, Level 3 completed the sale of its coal miringiness to Ambre Energy Limited as part
of its long-term strategy to focus on core busirgserations. As a result of the transaction, athefassets and liabilities associated with the
coal mining business have been removed from Legdidance sheet and the Company recognized agdire transaction of approximately
$72 million that is included in the consolidatedtstents of operations within "Income (Loss) froreddntinued Operations, Net." The
financial results of the coal mining business adduded in the Company's consolidated results efatpns through the date of sale, and all
periods presented have been revised to reflegirdsentation within discontinued operations.

Total revenue consists of:

1) Core Network Services revenue from transpoftagtructure, data and local and enterprise vaéceices. Core Network Services
revenue includes Global Crossing services reveram fransport and infrastructure, switched datsises, voice services,
collaboration services, data center and hosting naedia transport services (“Invest and Grow") eissed with the acquisition of
Global Crossing.

2) Wholesale Voice Services revenue from long disgavoice services, including domestic voice teation, international voice
termination and toll free services, including rewerfor such services associated with the acquisi@faGlobal Crossing.

3) Other Communications Services revenue from meshagodem and its related intercarrier compensagovices and SBC Contract
Services, which includes revenue from the “SBC MaServices Agreement,” which was obtained in teednber 2005 acquisition
of WilTel Communications Group, LLC (“WilTel”).

Core Network Services

Growth in transport and infrastructure revenueigély dependent on increased demand for bandwédtlices and available capita
companies requiring communications capacity foirtben use or in providing capacity as a serviagvjter to their customers. These
expenditures may be in the form of monthly paymentsp-front payments for private line, wavelengttdark fiber services. The Company is
focused on providing end-to-end transport servicets customers to directly connect customer ooatwith a private network. Pricing for
end-to-end metropolitan transport services have belatively stable. For intercity transport seescthe Company continues to experience
pricing pressure for point-to-point locations, partarly in locations where a large number of asico-locate their facilities. An increase in
demand may be offset by declines in unit pricing.

The Company believes that one of the largest sswtiture incremental demand for the Company'ie@tetwork Services will be
from customers that are seeking to distribute tfegiture rich content or video over the Internetvé&ue growth in this area is dependent o
continued increase in demand from customers angrtbimg environment. An increase in the reliagiind security of information transmitted
over the Internet and declines in the cost to trahdata have resulted in increased utilizatioe-a@ommerce or web based services by
businesses. Although the pricing for data servieesirrently relatively stable, the IP market imgerlly characterized by price compression
high unit growth rates depending upon the typecofise. The Company experienced price compressitime highspeed IP market in 2011 ¢
expects that aggressive pricing for its high-sp@eservices will continue.
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The following provides a discussion of the Compai@ore Network Services revenue in terms of whidesarge enterprise and

federal, mid-market, and European customers.

Wholesale includes revenue from international amueistic carriers, cable companies, wireless conegaand voice service provide

Large Enterprise and Federal includes Fortune®&hd other large enterprises that purchase comsations services in a manner
similar to carriers, including financial servicégalthcare and systems integrators, federal govarhagencies and academic
consortia, plus certain portal and search enginegpemies.

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

Europe includes the largest European consunidrarmwidth, including the largest European andrimational carriers, large system
integrators, voice service providers, cable opesalaternet service providers, content providienge enterprises, and government
education sectors. The Company believes thalthpement of Core Network Services around custogneups should allow it to
drive growth while enabling it to better focus twe heeds of its customers. Each of these groupgpizorted by dedicated employees
in sales. Each of these groups is also supportewhydedicated, centralized service or product gament and development,
corporate marketing, global network services, eegiimg, information technology, and corporate fiond, including legal, finance,
strategy and human resources.

As a result of the Amalgamation with Global Crogsituring the fourth quarter of 2011, the resuls®ahclude Invest and Grow

revenue which includes the provision of transpaftastructure, IP and data, voice, and collaboraiervices to carrier and enterprise
customers. These services are sold to those custalinectly through business relationships witheottarriers, sales agents and system
integrators.

Core Network Services revenue by customer groupasdellows:

Year Ended December 31,

(dollars in millions) 2011 2010 2009
Wholesale $ 143 $ 137t $ 1,40¢
Large Enterprise and

Federal 60t 56€ 507
Mid-Market 64C 59k 632
European 324 291 292
Level 3 Core Networl

Services $ 300z $ 2827 $ 2,84

Global Crossing
Invest and Grow
Revenue $ 59C $ — 3 —

Total $ 359: $ 2821 $ 284

The classification of customers within each custogreup can change based upon sales team assignmenger and acquisition

activity by customers and other factors.

Anticipated Modification of Revenue Report

Beginning in the first quarter of 2012 results, @@mpany will modify its revenue disclosure to eefl changes in the way revenue

be reported. The Company will provide Core NetwS#tvices revenue reporting
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by three regions (North America; Latin America d&wrope; Middle East and Africa "EMEA"). In additiothe Company plans to provide a
breakdown of Core Network Services revenue by wdadéeand enterprise channels for each of those teggons, and U.K government
revenue for EMEA. The Company will report those Wélsale Voice Services and Other Communicationsi&esvwevenue, and combine
results for the Company as a whole.

Wholesale Voice Services

The Company offers Wholesale Voice Services thgetdarge and existing markets. The revenue paldiot Wholesale Voice
Services is large; however, the pricing and marghesexpected to continue to decline over time r@salt of the new low-cost IP and optical-
based technologies. In addition, the market for \&%ele Voice Services is being targeted by manypatitors, several of which are larger and
have more financial resources than the CompanybdblGrossing also offered Wholesale Voice Servioes Other services, which included
revenue from predominantly United States domestitiaternational long distance voice carrier custmn

Other Communications Services

The Company's Other Communications Services ararmagrvices that are not critical areas of emgtfasithe Company. Other
Communications Services include revenue from mashagedem and its related intercarrier compensagovices and SBC Contract Services,
which comprise revenue derived under the SBC M&evices Agreement that was obtained in the WisiBgluisition. The Company and its
customers continue to see consumers migrate frorowdoand dial-up services to higher speed broadlisanvices as the narrow band market
matures. The Company expects ongoing declineghier@Communications Services revenue similar totlha been experienced over the
several years.

The Company receives compensation from other camien it terminates traffic originating on thaseriers' networks. This
intercarrier compensation is based on interconoeagreements with the respective carriers or rateglated by the FCC. The Company has
interconnection agreements in place for the majaftraffic subject to intercarrier compensatidtiong with addressing other matters, on
November 18, 2011 the FCC established a prospecdtiercarrier compensation framework for termingtswitched access and VolP traft
with elements of it becoming effective starting Beaxber 29, 2011. Under the framework, most termgesivitched access charges and all
intercarrier compensation charges were cappedregrddevels, and will then be reduced to zero pasrrelevant to Level 3, a six year
transition period beginning July 1, 2012. Sevetales, industry groups, and other telecommunicataamriers filed petitions in federal court
reconsideration of the framework with the FCC, alihh the outcome of those petitions is unpredietablmajority of the Company's existing
intercarrier compensation revenue is associatdd agteements that have expired terms, but remtgntefe in evergreen status. As these and
other interconnection agreements expire, the Cognpélhcontinue to evaluate simply allowing themdontinue in evergreen status (so lon
the counterparty allows the same) or negotiating agreements. The Company earns intercarrier cogapien revenue from providing
managed modem services, which are declining. Tdrapany also receives intercarrier compensation ftsmwoice services. In this case,
intercarrier compensation is reported within Coetiork Services revenue.

Business Strategy and Objecti

The Company pursues the strategies discussechinlltéBusiness-Business Overview and Strategygdrticular, with respect to
strategic financial objectives, the Company foclteattention on the following:

» growing Core Network Services revenue by increasalgs

e continually improving the customer experience tréase customer retention and reduce customer;
« completing the integration of acquired busines

* reducing network costs and operating expel

« achieving sustainable generation of positive cashis from operations in excess of capital expemdg
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e continuing to show improvement in Adjusted EBITDds(defined in this ltem below) as a percentagewa$mue
« localizing certain decision making and interactvith its midmarket enterprise customers, including leveradis@xisting asse!

e concentrating its capital expenditures on thoskrtelogies and assets that enable the Company tdageis Core Network Servict

¢ managing Wholesale Voice Services for margin cbation; ans
« refinancing its future debt maturiti

The successful integration of acquired businesged. ievel 3, including Global Crossing, is impottémthe success of Level 3. The
Company must identify synergies and integrate aequietworks and support organizations, while na@iimg the service quality levels
expected by customers to realize the anticipatedfiie of any acquisitions. Successful integratitbany acquired businesses will depend on
the Company’s ability to manage the operationdizeapportunities for revenue growth presentedtogngthened service offerings and
expanded geographic market coverage, and elimirdtendant and excess costs to fully realize theed synergies. If the Company is not
able to efficiently and effectively integrate anysinesses or operations it acquires, the Compampyexjzerience material negative
consequences to its business, financial conditioesults of operations.

Critical Accounting Policies and Estimates

The Company's discussion and analysis of its firmhgondition and results of operations are bagehithe Company's consolidated
financial statements, which have been prepareddordance with accounting principles generally ateg in the United States. The
preparation of these financial statements require<Company to make estimates and judgments tfeat afie reported amounts of assets,
liabilities, equity, revenue, expenses and reldisdlosures. The Company bases its estimates toriba experience and on various other
assumptions that are believed to be reasonable tiieleircumstances, the results of which formitasis for making judgments about the
carrying values of assets and liabilities thatravereadily apparent from other sources. The Comypaaluates these estimates on an ongoing
basis. Actual results may differ from these estesatnder different assumptions or conditions.

While the Company has other accounting policiesithalve estimates such as the allowance for dalbtcounts, accruals for
estimated contingent tax and legal liabilities, uetion allowance for deferred tax assets, and wnédble contracts recognized in purchase
accounting, management has identified the polio&sw, which require the most significant judgmeantsl estimates to be made in the
preparation of the consolidated financial statemeas critical to its business operations and ttterstanding of its results of operations.

Revenue

Revenue for communications services, includinggpant, infrastructure, data, voice and managed moderecognized monthly as the
services are provided. Communications servicepranaded either on a usage basis, which can vaipgéo period, or at a contractually
committed amount.

Intercarrier compensation revenue is recognizechvameinterconnection agreement is in place withttegrocarrier, or if an agreement t
expired, when the parties have agreed to contipeeating under the previous agreement until a rgreeanent is negotiated and executed, or
at rates mandated by the FCC.

Revenue attributable to leases of dark fiber purstmindefeasible rights-of-use agreements ("IRWsadt qualified for sales-type lease
accounting and were entered into prior to Junel909, were recognized at the time of delivery armkptance of the fiber by the customer.
Certain sale and long-term IRU agreements of daees fand capacity entered into after June 30, 1889required to be accounted for in the
same manner as sales of real estate with propepsoivements or integral equipment. This accourttiegtment results in the deferral of
revenue for
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the cash that has been received and the recogoiti@venue ratably over the term of the agreertgamerally up to 20 years).

Termination revenue is recognized when a customsepbdnects service prior to the end of the confaciod and for which Level 3 had
previously received consideration and for whicheraye recognition was deferred. Termination reveise is recognized when customers
make termination penalty payments to Level 3 tesebntractually committed purchase amounts thaictistomer no longer expects to me
when a customer and Level 3 renegotiate a contratgr which Level 3 is no longer obligated to pdevproduct or services for consideration
previously received and for which revenue recognitias been deferred. Termination revenue is regpamtthe same manner as the original
product or service provided.

Accounting practice and guidance with respect ¢oabcounting treatment of revenue continues tovevéiny changes in the accounting
treatment could affect the manner in which the Canypaccounts for revenue within its business.

Revenue Reserv

The Company establishes appropriate revenue resattbe time services are rendered based on &smnaf historical credit activity to
address, where significant, situations in whicHemtion is not reasonably assured as a resulteafitcrisk, potential billing disputes or other
reasons. The Company's significant estimates a®dban assumptions and other considerations, imgjyshyment history, credit ratings,
customer financial performance, history of billidigputes, industry financial performance and aginglysis.

Cost of Revenue for Communications Services

The Company disputes incorrect billings from itpiers of network services. The most prevalenésypf disputes include disputes for
circuits that are not disconnected by the suppliea timely basis and usage bills with incorrednadequate information. Depending on the
type and complexity of the issues involved, it naag often does take several quarters to resolvdispeites. The Company establishes
appropriate cost of revenue reserves for disputpgl®r billings based on an analysis of its histrexperience in resolving disputes with its
suppliers.

In determining the amount of the cost of netwonk/iee expenses and related accrued liabilitiegtiect in its financial statements, the
Company considers the adequacy of documentatidisobnnect notices, compliance with prevailing cactual requirements for submitting
these disconnect notices, disputes to the prowflére network services, and compliance with iteficonnection agreements with these
carriers. Judgment is required in estimating thienalte outcome of the dispute resolution processyell as any other amounts that may be
incurred to conclude the negotiations or settle ldigation. Actual results may differ from thesstienates under different assumptions or
conditions and such differences could be material.

Nor-Cash Compensation

The Company recognizes stock-based compensati@nsggdor all share-based payment awards in accoedaith fair value recognition
provisions. Under the fair value recognition pramis, the Company recognizes stock-based compensatpense net of an estimated
forfeiture rate, recognizing compensation costoioly those awards expected to vest over the rdqussivice period of the awards.
Determining the appropriate fair value model arntifresting the fair value of share-based payment deveequire subjective assumptions,
including the assumption for stock price volatilifshe Company estimates the stock price volatilging a combination of historical and
implied volatility, as Level 3 believes it is coat@nt with the approach most marketplace parti¢gpaould consider by using all available
information to estimate expected volatility. Thengmany has determined that expected volatility iseweflective of market conditions and
provides a more accurate indication of volatillhgm using solely historical volatility. In reachitigs conclusion, the Company has considered
many factors including the extent to which its fetexpectations of volatility over the respectieent is likely to differ from historical
measures, the absence of actively traded optiorthédoCompany's common stock and the Company'yatailreview volatility of its publicly
traded convertible debt with similar terms and g@sito the options the Company is valuing. The Comjissues outperform stock options in
which the value received is based on a formulalirng
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a multiplier related to the level by which the Canp's common stock outperforms the S&P 500® Indée Company utilizes a modified
Black-Scholes model due to the additional variabdegiired to calculate the effect of the succeskipfiar for its outperform stock options,
including estimating the expected volatility of t8&P 500® Index. As a result of the Company's staige at the end of 2011, the aggregate
intrinsic value of outstanding outperform stockiops was $1.8 million as of December 31, 2011.

The assumptions used in estimating the fair vafighare-based payment awards represent manageimesttsstimates, but these
estimates involve inherent uncertainties and thiegtion of management judgment. As a resultadtérs change and the Company uses
different assumptions, stock-based compensatioaresgocould be materially different in the futureatidition, the Company is required to
estimate the expected forfeiture rate and recogaipense only for those shares expected to vesttdfil forfeiture rates are materially
different from the Company's estimate, stock-bassdpensation expense could be significantly difiefeom what the Company has recorded
in the current period.

Valuation of Long-Lived Assets

The Company performs an assessment of its long-lgsets, including finite-lived acquisition-rethfatangible assets, for impairment
when events or changes in circumstances indicatehk carrying value of assets or asset groupimgysnot be recoverable. This review
requires the identification of the lowest levelidéntifiable cash flows for purposes of groupingeds subject to review. The estimate of
undiscounted cash flows includes long-term forecattevenue growth, gross margins and operatipgreses. All of these items require
significant judgment and assumptions. The impaitna@alysis of long-lived assets also requires tbm@any to make certain subjective
assumptions and estimates regarding the expediee fuse of certain additional conduits and thesetgd future use of certain empty condt
An impairment loss may exist when the estimatedagmtinted cash flows attributable to the assetteassthan their carrying amount. If an
asset is deemed to be impaired, the amount ofripairment loss recognized represents the excdbe ¢dng-lived asset's carrying value as
compared to its estimated fair value, based on gemant's assumptions and projections.

The Company conducted a long-lived asset impairraralysis in the fourth quarter of 2011 and conetuthat its long-lived assets,
including its finite-lived acquisition-related imgible assets, were not impaired. To the extentfthare changes in assumptions and estimates
cause a change in estimates of future cash floatdrilicate the carrying amount of the Companyig/ilived assets, including finite-lived
acquisition-related intangible assets, may notegeverable, the Company may incur impairment clsairgéhe future to write-down the
carrying amount of the Company's long-lived asBethkeir estimated fair value.

Useful Lives of Long-Lived Assets

The Company performs periodic internal reviewsval@ate the depreciable lives of its property, pkmd equipment. Due to rapid
changes in technology and the competitive environipselecting the estimated economic life of tetecwinications property, plant, and
equipment requires a significant amount of judgm&he Company's internal reviews take into accinmit from the Company's global
network services personnel regarding actual ugalgesical wear and tear, replacement history, asdmptions regarding the benefits and ¢
of implementing new technology that factor in tleed to meet the Company's financial objectivesoimection with the acquisition of Global
Crossing, the Company evaluated the estimated lugsefa of its fixed assets and determined thatpthieod it expected to use conduit, fiber,
and transmission equipment was longer than theirémgauseful lives originally estimated. In detenimg the change in estimated useful lives,
the Company, with input from its engineering teaonsidered its historical usage patterns and reérgs, estimates of technological
obsolescence, and expected usage and maintendrecehdnge in the estimated useful lives of conéibir, and certain transmission
equipment resulted in a reduction of depreciatiquease of approximately $74 million in the fourtlragter of 2011, which was accounted for
as a change in accounting estimate on a prospdudsis effective October 1, 2011 under the accogrgiandard related to changes in
accounting estimates applied to pre-existing amgliaed conduit, fiber, and transmission equipment.
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Valuation of Goodwill and Acquired Indefinite-Livadangible Assets

The Company performs an annual impairment assessyhgs goodwill at the end of the fourth quarter more frequently if the
Company determines that indicators of impairmeigteXhe Company's impairment review process camsithe fair value of each reporting
unit relative to its carrying value. The Compamggorting units are consistent with the reportagigments identified in Note 15—Segment
Information—to the Consolidated Financial Staterae@oodwill assigned to the Level 3 reportable sagntotaled $1.4 billion at both
December 31, 2011 and 2010. Goodwill assignedad3tiobal Crossing reportable segment totaled $illiarbat December 31, 2011. If the f
value of the reporting unit exceeds its carryinlpgagoodwill is not impaired and no further tegtia performed. If the carrying value of the
reporting unit exceeds its fair value, then a sdcsierp must be performed, and the implied fair @alithe reporting unit's goodwill must be
determined and compared to the carrying valueeféiporting unit's goodwill. If the carrying valogéa reporting unit's goodwill exceeds its
implied fair value, then an impairment loss eqoahte difference will be recorded.

According to recently issued guidance, an assedsofigualitative factors may be performed to defeswhether it is more likely than
not that the fair value of a reporting unit excergscarrying value prior to performing the twopstvaluation. If it is determined that it is
unlikely that the carrying value exceeds the failue, the Company is not required to completewtestep goodwill impairment evaluation. In
2011, the Company performed this qualitative assessand determined it was not necessary to comilettwo step goodwill impairment
evaluation.

During 2010, the Company also considered the useudtiple valuation techniques in accordance wlith Fair Value Measurements and
Disclosures guidance to estimate the fair valuigsateporting units and had consistently appliedaaket approach as part of its impairment
assessment process.

Under the market approach for 2010, the Comparisnattd the fair value using an in-exchange valugpieemise based upon the market
capitalization of Level 3 using quoted market psicadded an estimated control premium, and thegressthat fair market value to the
reporting units. The most significant estimates assumptions utilized in its valuation with the ketrapproach involved estimating an
appropriate control premium and allocating thenested enterprise fair value to each of its repgrtinits.

The Company concluded that using 20% as a conteshipm would be reasonable in its market approathation for purposes of
performing its 2010 goodwill impairment test basedhistorical control premiums offered for compéeaiansactions in the communications
industry, the availability of financing, and numlzémpotential buyers. The calculated market valsiegithe Company's quoted market price
valuation was allocated to each of its two repgrtimits based on their relative percentage of Adpu&EBITDA, as this is a key external and
internal valuation metric.

The Company conducted its goodwill impairment asiahat the end of 2011 and 2010 and concludedtthgbodwill was not impaired
either period.

The Company also performs an assessment of itgsaboprrelated indefinite-lived intangible assatmually at the end of the fourth
quarter, or more frequently if the Company detessithat indicators of impairment exist. The Comfminipairment review process compares
the fair value of the indefinite-lived acquisitioalated intangible assets to their respective aagryalues. If the fair value of the indefinite-
lived acquisition-related intangible assets excekds carrying values, then the indefinite-livezfjaisition-related intangible assets are not
impaired.

The Company's fair value methodology primarily dstssof a discounted cash flow analysis that inetudstimates of revenue, costs,
growth rates and an appropriate discount rate aarttehcomparable estimates. These estimates aed bashistorical data, various internal
estimates and management's expectations of furmdd.

The Company conducted its indefinite-lived acqigsirelated intangible asset impairment analysib@tnd of 2010 and concluded that
there was no impairment. During 2011, the Compaatgrdhined that the carrying value of certain wigslepectrum licenses that it acquired in
a prior acquisition was impaired and the Companggeized a $20 million charge in the fourth quatiat was recognized in Other Expense.
The Company concluded that its remaining indefiited intangible assets were not impaired as afdbeber 31, 2011.
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The Company performs periodic internal reviewsual@ate whether events and circumstances contmsegport indefinite useful lives
on its intangible assets. The Company considernst iinpm its legal, business development and progacionnel in its evaluation of all relev:
factors supporting the useful lives of its intarigibssets.

To the extent that future changes in the Compasgamptions and estimates cause a change in thed&ir value estimates that
indicate the carrying amount of the Company's gabb@wd indefinite-lived acquisition-related intabte assets may not be recoverable, the
Company may incur impairment charges in the futanerite-down the carrying amount of the Compaggedwill and indefinite-lived
acquisition-related intangible assets to theimested fair value.

Derivative Financial Instrument

The Company uses derivative financial instrumemtisparily interest rate swaps, to manage its exposufluctuations in interest rate
movements. The Company's primary objective in mengpigiterest rate risk is to decrease the volgtditits earnings and cash flows affected
by changes in the underlying rates. To achievedhjsctive, the Company enters into financial datiixes, primarily interest rate swap
agreements, the values of which change in the digpdisection of the anticipated future cash flowhe Company has floating rate long-term
debt (see Note 12—Long-Term Debt—of the Consoldi&i@ancial Statements). These obligations expgus€bmpany to variability in
interest payments due to changes in interest rditieserest rates increase, interest expense &se® Conversely, if interest rates decrease,
interest expense decreases. The Company has desigisanterest rate swap agreements as cashhitolges. Swaps designated as cash flow
hedges involve the receipt of variable-rate amofrmta a counterparty in exchange for the Compankintgfixed-rate payments to a
counterparty over the lives of the agreements witlexchange of the underlying notional amount. @h&nge in the fair value of the interest
rate swap agreements is reflected in Accumulaté@iGZomprehensive Income (Loss) ("AOCI") and isssjuently reclassified into earnings
in the period that the hedged transaction affemtsiegs, due to the fact that the interest ratepsaggeements qualify as effective cash flow
hedges. The Company does not use any derivatigadial instruments for speculative purposes.

The Company is exposed to credit related loss#weirvent of non-performance by counterparties. Gbmpany considers credit
valuation adjustments to appropriately reflect b Company's non-performance risk and the reisgecbunterparty's non-performance risk
in its fair value measurements. The counterpattiesy of the financial derivatives the Companyeeninto are major institutions with
investment grade credit ratings. The Company etedueounterparty credit risk before entering img hedge transaction, and continues to
closely monitor the financial market and the riséttits counterparties will default on their obtigas. This credit risk is generally limited to
unrealized gains, if any, in such contracts, shaulg of these counterparties fail to perform adremted.

Asset Retirement Obligatio

The Company's asset retirement obligations coosisigal requirements to remove certain of its rmeknnfrastructure at the expiration
of the underlying right-of-way ("ROW") term, res&tion requirements for leased facilities and, priothe disposition of the coal business in
2011, reclamation requirements in the coal miningifiess to remediate previously mined propertigs. ifitial and subsequent measurement
of the Company's asset retirement obligations reghie Company to make significant estimates reggrthe eventual costs and probability or
likelihood that the Company will be required to @ra certain of its network infrastructure and restoertain of its leased properties. In
addition, the Company must estimate the periods whéch these costs will be incurred and the presatlue of such costs using the Compe
estimate of its credit-adjusted risk-free interas¢ upon initial recognition.

The Company periodically evaluates its asset regéra obligations to determine if the amount andrtgrof its cash flow estimates
continue to be appropriate based on current faatscacumstances.

The asset retirement obligations for coal miningatdns were increased by an insignificant amowu2010 due to revised estimates of
future obligations. The Company's asset retirernbhiggations for its coal mining business were extiished as a result of the disposition in
2011.
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Business Combinatior

The accounting guidance for business combinatiegsires an acquiring entity to recognize all oféissets acquired and liabilities
assumed at the acquisition date fair value. Ttozation of the purchase price to the assets aahaird liabilities assumed from Global
Crossing (and the related estimated lives of dégiséetangible and identifiable intangible asse¢gjuires a significant amount of judgment .
is considered a critical estimate. Such allocatiboertain aspects of the purchase price to itératsdre more complex to value is performed by
management, taking into consideration informatioovjzled to management by an independent valuation See Note 2 - Events Associated
with the Amalgamation of Global Crossing, in thet&®to the Consolidated Financial Statements fditiadal information concerning the
assignment of fair values to the assets and assliatddies of Global Crossing.
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Results of Operations 2011 vs. 20

Year Ended

December 31, December 31, Change
(dollars in millions) 2011 2010 %
Revenue $ 433: $ 3,591 21%
Cost of Revenue 1,70¢ 1,43¢ 19%
Depreciation and Amortization 80t 87C (M%
Selling, General and Administrative 1,75¢ 1,37z 28%
Restructuring Charges 11 2 NM
Total Costs and Expenses 4,281 3,67¢ 16 %
Operating Income (Loss) 52 (88) NM
Other Income (Expense):
Interest income 1 1 — %
Interest expense (71€) (586€) 22%
Loss on extinguishment of debt, net (200 (59 69 %
Other, net (23) 20 NM
Total Other Expense (83¢) (624) 34%
Loss Before Income Taxes (78¢€) (712) 10%
Income Tax (Expense) Benefit (41) 91 NM
Loss from Continuing Operations (827) (621) 33%
Income (Loss) from Discontinued
Operations, Net 71 Q) NM
Net Loss $ (756) $ (622) 22%

NM — Not meaningful

In November 2011, Level 3 completed the sale afdia mining business to Ambre Energy Limited ag p&its long-term strategy to
focus on core business operations. The financsallt® of the coal mining business are includedhéen@ompany's consolidated results of
operations through the date of sale, and all psrimVe been revised to reflect the presentatidmmitiscontinued operations.

Revenue consists of

1)

2)

Core Network Services includes revenue from trartspdrastructure, data, and local and enterprisiee communications
services. Core Network Services includes Invest@rav revenue from transport and infrastructurdidved data services,
voice services, collaboration services, data ceartdrhosting, and media transport services assdovth Global Crossing from

the acquisition date.

Wholesale Voice Services includes revenue from lisgance voice services, including domestic vééeeination, international
voice termination and toll free services, includiegenue for such services associated with theisitiqn of Global Crossing.
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3) Other Communications Services includes revenue frmmaged modem and its related intercarrier congpemsservices and
SBC Contract Services, which includes revenue fiteenSBC Master Services Agreement, which was obdthiin the
December 2005 acquisition of WilTel.

Total revenue attributable to each of these ses\vigas follows (dollars in millions):

Year Ended
December 31,
2011 2010
Core Network Services $ 359 $ 2,82]
Wholesale Voice Services 672 65C
Other Communications Services 69 114
Total Revenue $ 433 $ 3,591

Revenueincreased approximately 21% in 2011 compared t®20ke increase in total revenue was driven by grawthe
Company’s Core Network Services revenue from séestiating services and the additional Invest amdvirevenue associated with the
Global Crossing acquisition during the fourth qagrand an increase in Wholesale Voice Servicesna partially offset by an expected
decline in Other Communications Services revenue.

The Company experienced increases within Core Né&t®ervices revenue in 2011 compared to 2010, pilynaithin data, CDN an
IP services. The Company experienced strong growdlata, CDN and IP services revenue during 20Medrby increased demand for
enterprise bandwidth and end customer demand faenbdelivery over the internet. The Company algoerienced full year increases driven
by demand in its transport and infrastructure sewviand colocation services, while its voice sesviduring 2011 were relatively flat compared
to 2010. The Company's 2011 results include appratély $590 million of Global Crossing's Invest @ibw revenue as a result of the
acquisition on October 4, 2011, which reflectedtige softness in historical UK government reveand strength in Latin America.

The decrease in Wholesale Voice Services revenf@lif, excluding three months of Global Crossikigtolesale Voice revenue of
approximately $64 million as a result of the acijigis, compared to 2010 is primarily due to a deelin usage. The Company continues to
manage its combined wholesale voice platform forgimegrowth, and it expects continued volatilityrgvenue as a result of this strategy.

Other Communications Revenue decreased to $69miti 2011 from $114 million in 2010. The decressine result of a decline in
managed modem revenue, especially in large meitapareas. The Company expects managed modenuet@icontinue to decline due to
an increase in the number of subscribers migratiayoadband services.

Intercarrier compensation revenue from managed maigvices also declined in 2011 compared to 28J@rasult of the continuing
decline in demand for managed modem services. Dmep@ny has historically earned the majority ofritercarrier compensation revenue
from managed modem services, although the Compamiyncies to generate a portion of its intercac@npensation revenue from voice
services, which is reported within Core Networkviesgs revenue. To the extent the Company is urtald@gn new interconnection agreements
or signs new agreements or amends existing agrésro@mtaining lower rates, or there is a signiftadgcline in the Company’s managed
modem dial-up business, or to the extent that FC&ate regulations change such as the prospeoterearrier compensation framework
which may eliminate compensation between carrigrsfrminating ISP-bound traffic, intercarrier coemgation revenue may experience
further declines over time.

73




Table of Contents

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

Cost of Revenudncludes leased capacity, right-of-way costs, axcésirges, satellite transponder lease costs,thadthird party
costs directly attributable to the network, butlages depreciation and amortization and relatedaiimpent expenses.

Cost of revenue as a percentage of total revense3@% in 2011 compared to 40% in 2010. The Compasybenefited from higher
margin onnet Core Network Services and a decrease in loveegim\Wholesale Voice Services, offset by the isidn of three months of cos
attributable to the Global Crossing acquisitiorapproximately $322 million in 2011.. Additionaliihe Company continues to implement
initiatives to reduce both fixed and variable netwexpenses.

Depreciation and Amortization expense decreased 7% to $805 million in 2011 fr8@0$million in 2010. The decrease is primarily
attributable to a change in the estimated usefakliof certain of the Company’s property, plant agdipment that resulted in a reduction of
depreciation expense of approximately $74 milliohe fourth quarter, which was accounted for elsange in accounting estimate on a
prospective basis effective October 1, 2011 urlgemtcounting standard related to changes in atogugstimates (See Note 1 - Organization
and Summary of Significant Accounting PolicieRBreperty, Plant and Equipmeirt the Notes to the Consolidated Financial Stateg)efhe
decrease also reflects the reduction in deprecigipense associated with shorter-lived fixed agsetoming fully depreciated, the effect of
foreign currency fluctuations and additional deaion and amortization associated with the Gldbaissing acquisition in the fourth quarter
of 2011.

Selling, General and Administrativeexpenses include salaries, wages and related te(ieéiluding non-cash, stock-based
compensation expenses), property taxes, travelranse, rent, contract maintenance, advertisingyetion expense on asset retirement
obligations and other administrative expensesirgglfgeneral and administrative expenses also dectertain network related expenses sur
network facility rent, utilities and maintenancesto

Selling, general and administrative expenses ise@&8% to $1.8 billion in 2011 compared to $114oiin 2010. The increase
includes $253 million of selling, general and adistirative costs associated with Global Crossing fiédmaining increase in 2011 compared to
2010 is driven by transaction costs and integratmsts incurred by the Company for the Global Gngsacquisition of approximately $70
million, as well as higher employee compensatio r@tated costs as the Company continued to ineréssales, support and customer
installation activity headcount during 2011.

Also included in selling, general and administratexpenses in 2011 and 2010, respectively, werg Bllon and $67 million,
respectively, of non-cash, stock-based compensatipanses related to grants of outperform stoclogt restricted stock units, accruals for
the Company’s discretionary bonus, and sharesdsfuehe Company’s matching contribution for thE&) plan. The increase in non-cash,
stock-based compensation expense is primarily albdgher headcount, an increase in the 2011 dieosety stock-based bonus expected to be
distributed to employees in 2012, an increaseerstbck price on the grant date associated witl@i4 annual restricted stock unit grant
compared to 2010, and an adjustment in 2011 t@@16 stock bonus grant issued in 2011 due to ahisflock price on the actual grant date in
2011.

Restructuring Chargesin 2011 and 2010 were $11 million and $2 millioespectively. The increase in 2011 compared to 204<)
primarily due to reductions in headcount associatigd the Global Crossing acquisition, as the Conypaad not initiated any significant new
workforce reduction plans in 2011 or 2010.

The Company may initiate additional restructurisgties in 2012 in connection with the effortsdptimize its cost structure or in

connection with the Amalgamation of Global CrossiAdditional restructuring activities could resintadditional headcount reductions and
related charges.
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Adjusted EBITDA , as defined by the Company, is net income (lassh fthe consolidated statements of operations béfigrincome
tax benefit (expense), (2) total other income (@seg, (3) non-cash impairment charges includedinvisstructuring charges, (4) depreciation
and amortization expense, (5) non-cash stock coagpiem expense included within selling, general aththinistrative expenses and (6)
discontinued operations.

Adjusted EBITDA is not a measurement under geneeadtepted accounting principles ("GAAP") and may e used in the same
way by other companies. Management believes thptséetl EBITDA is an important part of the Companyternal reporting and is a key
measure used by management to evaluate profijaaiid operating performance of the Company andakemesource allocation decisions.
Management believes such measurement is espeomgtyrtant in a capital-intensive industry sucheledommunications. Management also
uses Adjusted EBITDA to compare the Company’s parémce to that of its competitors and to elimiradgain non-cash and non-operating
items in order to consistently measure from petooperiod its ability to fund capital expenditurésd growth, service debt and determine
bonuses.

Adjusted EBITDA excludes non-cash impairment charged non-cash stock compensation expense bedathhgenmn-cash nature of
these items. Adjusted EBITDA also excludes inteiestme, interest expense and income tax benefiefese) because these items are
associated with the Compasytapitalization and tax structures. Adjusted EBAT&ISo excludes depreciation and amortization expdrecaus
these non-cash expenses reflect the effect ofatapitestments which management believes are bettduated through cash flow measures.
Adjusted EBITDA excludes net other income (expetmziause these items are not related to the priopasations of the Company.

There are limitations to using non-GAAP financigdasures, including the difficulty associated wibmparing companies that use
similar performance measures whose calculationsdiftgr from the Company’s calculations. Additiolyalthis financial measure does not
include certain significant items such as intemesbme, interest expense, income tax benefit (esgemlepreciation and amortization expense,
non-cash impairment charges, non-cash stock corapen®xpense and net other income (expense). fdjuBITDA should not be
considered a substitute for other measures of ¢iahperformance reported in accordance with GAAP.

Note 15 - Segment Information, of the Notes to @tidated Financial Statements provides a recortticitieof Adjusted EBITDA for
each of the Company’s reportable operating segments

Consolidated Adjusted EBITDA was $958 million in120 including $47 million for the Global Crossingdiness from the date of
acquisition compared with $849 million in 2010. Aslied EBITDA for the Level 3 business was $911iorilin 2011 compared to $849 milli
in 2010. The increase in Adjusted EBITDA for thevkk3 business in 2011 is primarily attributablette growth in the Company’s higher
incremental margin Core Network Services revenukcamtinued improvements in cost of revenue.

Interest Incomeremained constant at $1 million in 2011 compare®g0®0. The Company invests its funds primarily avernment
and government agency securities, money markesfand commercial paper depending on liquidity nenénts. The Company's investment
strategy generally provides lower yields on thedfuthan would be obtained on alternative invests)dnit reduces the risk to principal in the
short term prior to these funds being used in tam@any's business.

Interest Expenseincreased 22% to $716 million in 2011 from $586lionil in 2010. Interest expense increased as atreShigher
average debt balance for 2011 compared to 201dimg financing associated with the Global Crogsaequisition.

The Company expects annual interest expense in t0d@proximate $740 million based on the Compamytstanding debt as of
December 31, 2011, and taking into consideratierctirrent interest rates on the Company's variaedebt, and the January 2012 issuances
of $900 million aggregate principal amount of then@pany's 8.625% Senior Notes due 2020, a portiavhich was used to redeem
approximately $807 million aggregate principal o ICompany's 9.25% Senior Notes due 2014. Seel®etd ong-Term Debt—of the Notes
to Consolidated Financial Statements for additiam@rmation on Level 3's financing activities.

75




Table of Contents

Loss on Extinguishment of Debt, netvas $100 million 2011 compared to a loss of $5%anilin 2010. The loss recorded during
2011 was related to a charge of approximately $Rbmrecognized in the fourth quarter of 2011 fbe redemption of the 3.5% Convertible
Senior Notes due 2012 and prepayment of the TraBcherm Loan that was outstanding under the exjsfianior Secured Term Loan, a
charge of approximately $29 million recognizedtfee July 2011 conversion of the 15% Convertiblei®eNotes due 2013, a charge of less
than $1 million for the 3.5% Senior Notes due 26dfurchased in August, a $23 million charge recogphfor the portion of the 9.25% Senior
Notes due 2014 retired in April 2011 and a $20igmlicharge recorded in the first quarter of 201kicl was the result of the redemption of
5.25% Convertible Senior Notes due 2011 2011 aeexichange of the 9% Convertible Senior Discourtebldue 2013. The loss recorded
during 2010 was related to a $4 million charge gaized as a result of the redemption of the Comizatiy% Convertible Senior Notes due
2011 and a $55 million charge recognized in corioratith the 12.25% Tender Offer and consent saliwin in. See Note 12 - Long-Term
Debt, of the Notes to Consolidated Financial Stateisifor more details regarding the Company’s foiragn activities.

The Company may enter into additional transactinrike future to repurchase or exchange existirg theat may result in gains or
losses on the extinguishment of debt. The Compapgas to recognize a loss of approximately $2%anilin the first quarter of 2012 as a
result of the redemption of the 9.25% Senior Nolies 2014.

Other, netwas $23 million of expense in 2011 compared to ®#lon of income in 2010. Other, net is primardpmprised of gains
and losses from the change in the fair value dbgederivative investments, as well as gains asdds on the sale of non-operating assets,
realized foreign currency gains and losses and @tlhkeme. The expense recognized in 2011 alsodiesla charge of approximately $20
million related to the impairment of certain wiretespectrum licenses (See Note 8 - Acquired Intdedissets, of the Notes to Consolidated
Financial Statements).

Income Tax Expensevas $41 million expense in 2011 compared to a $8liombenefit in 2010. The income tax expenseimyr
2011 is primarily related to an out of period atijusnt due to taxable temporary differences asstiaith certain indefinite-lived intangible
assets that the Company is unable to use to dffsaeferred tax assets. The 2011 income tax expaliss includes approximately $8 million
associated with the post acquisition results ofb@l&€rossing. See Note 1 - Organization and Sumifagignificant Accounting Policies, of
the Notes to Consolidated Financial Statementadditional details. The income tax benefit in 2@tinarily related to a release of certain
foreign deferred tax asset valuation allowances.

The Company incurs income tax expense attributabilecome in various Level 3 subsidiaries thatracpiired to file state or foreign
income tax returns on a separate legal entity béikis Company also recognizes accrued interespandlties in income tax expense related to
uncertain tax benefits.

Income (Loss) from Discontinued Operationsvas net $71 million of income in 2011 compared &ianillion loss in 2010. Level 3,
through its two 50% owned joint-venture surface @sirone each in Montana and Wyoming, sold coalgiynthrough long-term contracts
with public utilities. In November 2011, Level 3rapleted the sale of its coal mining business to Aariinergy Limited as part of its long-term
strategy to focus on core business operations. i&sudt of the transaction, all of the assets @atillities associated with the coal mining
business have been removed from the Company'sdeatfieet and it recognized a gain on the transacfiapproximately $72 million in 201
The $1 million loss in 2010 was a result of costseeding revenue due to lower volume of tons mipadjally offset by the commencemen
new contracts during the year.
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Results of Operations 2010 vs. 20

Year Ended
December 31, December 31, Change
(dollars in millions) 2010 2009 %
Revenue $ 3591 $ 3,69t (3)%
Cost of Revenue 1,43¢ 1,49¢ D%
Depreciation and Amortization 87C 90¢€ (D%
Selling, General and Administrative 1,37: 1,337 3%
Restructuring Charges 2 9 (78)%
Total Costs and Expenses 3,67¢ 3,751 2%
Operating Loss (88) (56) 57 %
Other Income (Expense):
Interest income 1 2 (50)%
Interest expense (58€) (595 (2)%
Gain (loss) on extinguishment of debt,
net (59 14 NM
Other, net 20 12 67 %
Total Other Expense (624) (567) 10%
Loss Before Income Taxes (712) (623) 14%
Income Tax (Expense) Benefit 91 1) NM
Loss from Continuing Operations (621) (624) — %
Income (Loss) from Discontinued
Operations, Net 1) 6 (117)%
Net Loss $ (622) $ (618) 1%
NM — Not meaningful
Revenue consists of the following (dollars in roitlg):
Year Ended
December 31,
2010 2009

Core Network Services $ 2827 $ 2,84

Wholesale Voice Services 65C 663

Other Communications Services 114 192

Total Revenue $ 3591 § 3,69
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Revenuedecreased 3% in 2010 compared to 2009. The dedrea®&0 compared to 2009 is primarily the res@iftholesale Voice
Services and expected declines in Other CommuoitafRevenue.

The Company's Core Network Services revenue in 20hfpared to 2009 was essentially flat. Full yesglides in the Company's data,
local and enterprise voice services were drivefolser usage of Internet access and voice servibéswvas primarily driven by
macroeconomic conditions. Similar macroeconomia@wns driving declines in data service revenué ¥gvx broadcast services during the
first half of 2010, strengthened to reflect growtiring the second half of the year. In additiofl, year increases in transport and infrastructure
services driven by strong demand led sequentiatepyimprovement that offset the annual declimedata, local and enterprise voice
services.

The decrease in Wholesale Voice Services revenf@lfi compared to 2009 is primarily attributable tdecline in international voice
termination services that experienced pricing pressuring the year. This decrease was offsetipiitshcreases in domestic voice terminat
and toll free services.

Other Communications Revenue declined to $114anilin 2010 from $192 million in 2009. The decreisthe result of a decline in
managed modem revenue as a result of the contmiggdtion from narrow band dial-up services to leigbpeed broadband services by end
user customers, especially in large metropolit@asr

Intercarrier compensation revenue from managed ma#gvices also declined in 2010 compared to 28G®rasult of the continuing
decline in demand for managed modem services. Dinep@ny has historically earned the majority ofiitercarrier compensation revenue
from managed modem services, although the Compamyncies to generate a portion of its Intercarc@npensation revenue from voice
services, which is reported within Core Networkviesgs revenue.

Also contributing to the decrease in Other Commatidnis revenue was lower SBC Contract Servicesuevas a result of the migration
of the SBC traffic to the AT&T network and the sédiction by SBC of its gross margin commitment urttle SBC Master Services Agreem
in the first half of 2008. During the second quadg2008, the gross margin commitment on the SB&3ter Services Agreement was satisfied;
however AT&T, Inc. ("AT&T"), which merged with SB@ 2005, continues to purchase services from L8weider the SBC Master Services
Agreement as it continues to migrate the servicesiged under the agreement to its own networKifees. The SBC Master Services
Agreement was an agreement between SBC Servicearldd/VilTel and was obtained in the December 20@% el acquisition.

Cost of revenueas a percentage of revenue decreased to 40% #0illecompared to 41% in 2009. The Company has iveddfom
higher margin on-net Core Network Services anchgir@ving gross margin mix. The Company continuedetcrease its lower margin voice
and certain private line services costs, and tdémpnt initiatives to reduce both fixed and varabétwork expenses.

Depreciation and Amortization expense decreased 4% to $870 million in 2010 fré06%nillion in 2009. This decrease is primarily
attributable to the reduction in depreciation exggeassociated with shorter-lived fixed assets baapfually depreciated and the effect of
foreign currency fluctuations.

Selling, general and administrative expensdacreased 3% to $1.4 billion in 2010 compared t@$illion in 2009. The increase is
primarily a result of higher employee compensatiad related costs as the Company continued toasermvestments in its sales and support
and customer install activity headcount during 20&6luded in selling, general and administratixpenses was $67 million of non-cash,
stock-based compensation expenses related to griamisperform stock options, restricted stock sifiitr the Company's discretionary bonus,
and shares issued for the Company's matching batith for the 401(k) plan. This compares to $58iom of non-cash, stock-based
compensation expenses recognized in 2009. Thedseria non-cash, stock-based compensation expepseniarily due to higher headcount
and shares issued for the Company's discretiorarysin 2010 and lower non-cash compensation avitar21309.

Restructuring Chargesdecreased to $2 million in 2010 from $9 million2@09 primarily as a result of the timing of the Guamy's
workforce reduction activities. During 2009, then@many initiated a workforce reduction of approxielat260 employees, or 5% of the
Company's total employee base. The Company dithitiatte any significant new workforce reductioraps in 2010.
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Adjusted EBITDA for the Level 3 business was $849 million in 20bfhpared to $910 million in 2009. The decrease ijusted
EBITDA for the Level 3 business is primarily atwifable to the decline in the Company's revenudigtigroffset by a decrease in cost of
revenue, in addition to higher selling, general adohinistrative expenses in 2010.

Interest Income decreased to $1 million in 2010 from $2 million2809. The decrease is primarily due to a decreaieeiaverage
returns on the Company's investment portfolio, al as a decrease in the average invested balamoey®010.

Interest Expensedecreased 2% to $586 million in 2010 from $595imillin 2009. Interest expense decreased as a édaiter averag
interest rates in 2010 as compared to 2009 on ¢imep@ny's variable rate debt.

Gain (Loss) on Extinguishment of Debt, Neteflected a loss totaling $59 million in 2010 comgghto a gain of $14 million in 2009. The
loss during 2010 consisted of a $4 million chammognized as a result of the redemption of the Gayip 10% Convertible Senior Notes due
2011 and a $55 million charge recognized in conaeatith the tender offer and consent solicitatidrihe Company's 12.25% Senior Notes
due 2013. The 2009 net gain on extinguishment bf de$14 million was the result of certain deljpwechases prior to maturity.

Other, netincreased to $20 million in 2010 compared to $1fioniin 2009. Other, net is primarily comprisedg#ins and losses from
the change in the fair value of certain derivativgestments, as well as gains and losses on taefabn-operating assets, realized foreign
currency gains and losses and other income.

Income Tax Benefit (Expensejeflected a benefit of $91 million in 2010 compatece:xpense of $1 million in 2009. The income tax
benefit of $91 million in 2010 primarily relates aarelease of certain foreign deferred tax valusasitowances (see Note 14—Income Taxes—
of the Notes to Consolidated Financial Statemeifits}.income tax expense in 2009 primarily relatestate and foreign income taxes.

Income (Loss) from Discontinued Operationsvas a loss of $1 million in 2010 compared to incah$6 million in 2009 from the
Company's coal business. The $1 million loss in020@&s a result of costs exceeding revenue duemerleolume of tons mined, partially off:
by the commencement of new contracts during the yidee income of $6 million in 2009 was driven hystomer buyout of purchase
commitments under its contract, partially offsetitmyer volume of tons mined.
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Financial Condition—December 31, 2011

Cash flows provided by operating activities, inuggtactivities and financing activities for the ye@nded December 31, 2011 and 2010,
respectively, are summarized as follows:

Year Ended

December 31, December 31,
(dollars in millions) 2011 2010 Change
Net Cash Provided by Operating Activitie
of Continuing Operations $ 38 $ 33¢ $ 49
Net Cash Used in Investing Activities of
Continuing Operations (39¢) (42¢) 3C
Net Cash Provided by (Used In) Financin
Activities of Continuing Operations 261 (122 383
Net Cash Provided by (Used in)
Discontinued Operations 51 @ 52
Effect of Exchange Rates on Cash and C
Equivalents — (8 8
Net Change in Cash and Cash Equivalents? 30z $ (220 $ 52z

Operating Activities of Continued Operations

Cash provided by operating activities of continuamgrations increased by $49 million in 2011 coragap 2010. The increase in cash
provided by operating activities of continuing ogtéwns was primarily due to improved operation20i1 and working capital management.

Investing Activities of Continued Operatior

Cash used in investing activities of continuing ragiens decreased by $30 million in 2011 compaoe2tl0 as a result of additional
capital expenditures, which totaled $494 millior2Bil1 and $435 million in 2010, which were morentbéfset by cash received with the stock
investment in Global Crossing. The capital expandi in 2011 as a percentage of revenue were fairigistent with 2010 levels.

Financing Activities of Continued Operations

Cash provided by financing activities of continuimgerations increased $383 million in 2011 comp#&pe2D10 as a result of new
issuances partially offset by debt payments androdyases. Financing activities exclude proceedpagchents for borrowings placed in
escrows and used for settlement of Global Crosdéiyy in the amount of $1,200 million.

Cash Flows of Discontinued Operations

Net cash provided by discontinued operations wdsrfiilion in 2011 compared to a use of $1 million2010 primarily as a result of the
sale of its coal mining business on November 14120hich resulted in approximately $55 million oEremental unrestricted cash.

Liquidity and Capital Resources

The Company incurred a net loss of $756 millio2@11 and $622 million in 2010. In connection withdontinuing operations, the
Company used $494 million for capital expendituard $261 million of cash was provided by financaugvities in 2011. This compares to
$435 million of cash used for capital expendituaad $122 million of cash flows used in financing\aties in 2010.
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Cash interest payments are expected to increageptoximately $680 million in 2012 from the $576limh made in 2011 based on
forecasted interest rates on the Company's varaldedebt outstanding and the January 2012 isegarfcb900 million aggregate principal
amount of its 8.625% Senior Notes due 2020, a@of which was used to redeem approximately $8lilomaggregate principal of its
9.25% Senior Notes due 2014. Capital expenditme’012 are expected to be remain constant ascanmtage of revenue with 2011 , as the
Company invests in base capital expenditures (astidncapital required to keep the network operatffigiently and support new service
development) with the remaining capital expendierpected to be partly success-based, whichdddia specific customer revenue
opportunity, and partly project-based where cajpstaised to expand the network based on the Congpargectation that the project will
eventually lead to incremental revenue. As of Demam31, 2011 and including the effect of transanstioompleted in January and February
2012, the Company had long-term debt contractulgdatons, including capital lease and commerciattgage obligations, and excluding
premium and discounts on debt issuance and faievadjustments, of $65 million in 2012, $313 millio 2013 and $1,425 million in 2014.

In January 2012, Level 3 Financing, Inc. issued0$®@lion aggregate principal amount of its 8.625%nior Notes due 2020 in a
private transaction. A portion of the net proceedm the offering were be used to redeem all ofdlé/Financing's outstanding 9.25% Senior
Notes due 2014 in aggregate principal amount o7$80lion. The remaining proceeds constitute pusehaoney indebtedness under
existing senior secured credit agreement and indesibf Level 3 and will be used solely to fund tlst of construction, installation,
acquisition, lease, development or improvementngf Belecommunications/IS Assets (as defined iretlisting senior secured credit agreer
and indentures of Level 3), including the cash pase price of any past, pending or future acqaissti

During the second half of 2011, the Company borb$®&50 million aggregate principal amount of itefiche B Il Term Loan. The
net proceeds along with cash on hand were useztitem the remaining $274 million aggregate prin@paount of 3.5% Convertible Senior
Notes due in June 2012 and repay the $280 milliamdhe B Term Loan that was outstanding underxtstieg Senior Secured Term Loz
The Company also repurchased approximately $2@midif its 3.5% Convertible Senior Notes due 20ithwvailable cash and issued an
aggregate of approximately 5 million shares of L&& common stock to convert $128 million of i&% Convertible Senior Notes due in 2
to equity. The Company also paid approximately $28on in cash, representing interest due from ¢lonversion through the 2013 maturity
date.

In June 2011, Level 3 Escrow, Inc. issued $600ionilin aggregate principal amount of its 8.125%i8&eNotes due 2019 in a private
offering. In July 2011, Level 3 Escrow, Inc. isswedadditional $600 million aggregate principal amioof its 8.125% Senior Notes due 2019
in a private offering. This offering representedaatditional offering of the 8.125% Senior Notes @049 that were issued in June 2011. In
connection with the Amalgamation, all of the 8.125&nior Notes due 2019 were assumed by Level 3iEing, Inc. In addition, Level 3
Financing borrowed on the Amalgamation date $630amiaggregate amount of a Tranche B Il Term LoEme net proceeds from the 8.125%
Senior Notes and the Tranche B Il Term Loan weeslus refinance certain existing indebtedness ob&ll Crossing in connection with the
consummation of the Amalgamation and for genergi@@te purposes.

In the first quarter of 2011, Level 3 Finargsitnc. issued $500 million aggregate principal ant®f its 9.375% Senior Notes due 2019 in a
private transaction. The net proceeds from theriofie together with cash on hand, were used tagllgrtedeem approximately $443 million
aggregate principal amount of the outstanding 9.&&¥tior Notes due 2014 in April 2011.

Also in the first quarter of 2011, the Company ext$605 million aggregate principal amount of s875% Senior Notes due 201¢
two private transactions. Approximately $300 millivas issued in exchange for all of the Companytstanding 9% Convertible Senior
Discount Notes due 2013, and a portion of the natgeds from another transaction were used to nedee Company's outstanding 5.25%
Convertible Senior Notes due 2011.

In the second half of 2010, the Company issued $2illibn total aggregate principal amount of it§% Convertible Senior Notes due
2016 for net proceeds of approximately $195 millibnaddition, the Company repaid $38 million aggre principal amount of its 2.875%
Convertible Senior Notes due 2010 that had matduethg
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the third quarter.

In early 2010, Level 3 Financing, Inc. issued $64illion aggregate principal amount of 10% Seniotééodue 2018 in a private offering.
In conjunction with a concurrent tender offer amdgent solicitation, the proceeds from this isseamere used to repurchase $547 million
aggregate principal amount of its 12.25% SeniorNatie 2013. The Company also repaid $111 milligregate principal amount of its 6%
Convertible Subordinated Notes due 2010 that mdtaneMarch 15, 2010, repurchased the remaining ii®maggregate principal amount of
the 12.25% Senior Notes due 2013 and repurchasadditional $8 million in debt in various transacis throughout the first quarter of 2010.

Level 3 had $918 million of cash and cash equivalen hand at December 31, 2011. In addition, $#liomof current and non-current
restricted cash and securities are used to calaeroutstanding letters of credit, long-term dealoid certain operating obligations of the
Company. Based on information available at thistithe Company believes that its current liquiditygl anticipated future cash flows from
operations will be sufficient to fund its busindssat least the next twelve months.

The Company may need to refinance all or a poxtifats indebtedness at or before maturity and capravide assurances that it will be
able to refinance any such indebtedness on comafigraeasonable terms or at all. In addition, thempany may elect to secure additional
capital in the future, at acceptable terms, to owprits liquidity or fund acquisitions. In additioim an effort to reduce future cash interest
payments as well as future amounts due at matoirity extend debt maturities, Level 3 or its adfidis may, from time to time, issue new debt,
enter into debt for debt, debt for equity or casim$actions to purchase its outstanding debt sa=uim the open market or through privately
negotiated transactions. Level 3 will evaluate sangh transactions in light of the existing markatditions and the possible dilutive effect to
stockholders. The amounts involved in any suchstation, individually or in the aggregate, may katerial.

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

Consolidation of the communications industry magtowe. Level 3 will continue to evaluate consalida opportunities and could ma
additional acquisitions in the future.

Off-Balance Sheet Arrangements

Level 3 has not entered into off-balance sheehgements.
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Contractual Obligations

The following table summarizes the contractualgdtions and other commercial commitments of the @amg at December 31, 2011, as
further described in the Notes to Consolidated marel Statements.

Payments Due by Peric

Less than 2-3 4-5 After 5
Total 1 Year Years Years Years

(dollars in millions)

Contractual
Obligations

Long-Term Debt,
including current

portion(1) $ 852t $ 65 $ 254t $ 1,048 $ 487
Interest Obligations(2) 3,67¢ 68€ 1,24 87¢ 86¢
Asset Retirement

Obligations 121 8 16 16 81
Operating Leases 1,62¢ 26¢ 432 31z 611
Right of Way

Agreements 762 142 14< 123 354
Purchase and Other

Obligations 96¢ 61C 197 48 114

Other Commercial
Commitments

Letters of Credit 33 4 2 2 25

(1) Pro forma for the issuance of $900 million megate principal amount of the Company's 8.625%d8&otes due 2020 and the
redemption of $807 million aggregate principal amoof the Company's 9.25% Senior Notes due 20D4imary and February 2012
(together the "January and February 2012 Transeliothe Company's contractual obligations fogld@rm debt, including current
portion, would total $8.621 billion comprised oB%million due in less than one year, $1.738 hilldue in two to three years,
$1.045 billion due in four to five years and $5.Wifon due after 5 years.

(2) Pro forma for the January and February 20 Eh3actions, the Company's interest obligations avtathl $4.148 billion comprised of:
$689 million due in less than one year, $1.248dnlHue in two to three years, $1.035 billion dudaur to five years and
$1.176 billion due after 5 years.

The Company's debt instruments contain certainrtavis which, among other things, limit additiomadébtedness, dividend payments,
certain investments and transactions with affiiatéthe Company should fail to comply with theseenants, amounts due under the
instruments may be accelerated at the note holdiscsetion after the declaration of an event dadi. The Company's debt instruments do
have covenants that require the Company or itsidialies to maintain certain levels of financiatfoemance or other financial measures such
as total leverage or minimum revenues. These tgbesvenants are commonly referred to as "maintemaovenants.”

Long-term debt obligations exclude issue discoants premiums and fair value adjustments.

Interest obligations assume interest rates on blariate debt do not change from December 31, 201dddition, interest is calculated
based on debt outstanding as of December 31, 20itllon existing maturity dates.

The Company is unable to reliably estimate therfutiash flows of the derivatives included in OtNen-Current Liabilities presented in
Note 1(—Fair Value of Financial Instruments—of the Note<Cbnsolidated Financial Statements. Thereford) anwounts are excluded from
this table.

Due to uncertainty regarding the completion ofdaxlits and possible outcomes, the remaining estiofahe timing of payments related
to uncertain tax positions and interest cannot bdenSee Note 14—Income Taxes
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—of the Notes to Consolidated Financial Statemesrtadditional information regarding the Companyisertain tax positions.

Certain right of way agreements include provisiforancreases in payments in future periods basetthe rate of inflation as measured
by various price indexes. The Company has not deduestimates for unknown increases in future gdsrie the amounts included above.

Certain non-cancelable right of way agreementsigeofor automatic renewal on a periodic basis. Thenpany anticipates that it will
renew these leases under option provisions corttamthe lease agreements given the significartttoo®locate the Company's network and
other facilities. Certain other right of way agremts are cancelable or can be terminated undexicednditions by the Company. The
Company includes the payments under such canceighleof way agreements in the table above foerop of 1 year from January 1, 2012
the Company does not consider it likely that ithwéncel the right of way agreement within the needr.

Purchase and other obligations represent all mdstg purchase order amounts of the Company agoémber 31, 2011 ($504 million),
contractual commitments with third parties to pash network access services ($222 million), maartee payments for portions of the
Company's network ($224 million) and other ($19liril).

The table above does not include other ltergn liabilities, such as liabilities recorded fegal matters that are not contractual obligat
by nature. The Company cannot determine with agyeseof certainty the years in which these liab#itmight ultimately be paid.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK
Interest Rate Ris

Level 3 is subject to market risks arising from mp@s in interest rates and foreign exchange ratesf December 31, 2011, the
Company had borrowed a total of approximately $2fn primarily under a Senior Secured Term Laire 2014 and Floating Rate Senior
Notes due 2015 that bear interest at LIBOR rates @h applicable margin. As the LIBOR rates flutguao too will the interest expense
amounts borrowed under the debt instruments. Thghiexl average interest rate on the variable rstieiments at December 31, 2011, was
approximately 4.1%.

In March 2007, Level 3 Financing, Inc. entered itwo interest rate swap agreements to hedge theesttpayments on $1 billion
notional amount of floating rate debt. The two iat# rate swap agreements are with different copattes and are for $500 million each. The
interest rate swap agreements were effective bagjnn 2007 and mature in January 2014. Underehag of the interest rate swap
agreements, Level 3 receives interest paymentsitmaseolling three month LIBOR terms and pays iestmat the fixed rate of 4.93% under «
arrangement and 4.92% under the other. Level 3lésignated the interest rate swap agreementsashdlow hedge on the interest payments
for $1 billion of floating rate debt.

The remaining, or unhedged, variable rate debppf@imately $1.9 billion has a weighted averaderiest rate of 4.9% at
December 31, 2011. A hypothetical increase in thigghted average rate by 1% point (i.e. a weightedage rate of 5.9%) would increase the
Company's annual interest expense by approxim&tdymillion. At December 31, 2011, the Company $&db billion (excluding fair value
adjustments, discounts and premiums) of fixed dat& bearing a weighted average interest rate38b9A decline in interest rates in the future
will not benefit the Company with respect to theefi rate debt due to the terms and conditionsefrttientures relating to that debt that would
require the Company to repurchase the debt atfigmbpremiums if redeemed early.

Indicated changes in interest rates are basdgpothetical movements and are not necessadigative of the actual results that may oc
Future earnings and losses will be affected byadluctuations in interest rates and foreign cocserates.
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Foreign Currency Exchange Rate R

The Company conducts a portion of its busimessirrencies other than the U.S. dollar, theeey in which the Company's consolidated
financial statements are reported. CorrespondinigyCompany's operating results could be adveedtdgted by foreign currency exchange
rate volatility relative to the U.S. dollar. The @pany's European subsidiaries use the local cyrr@ntheir functional currency, as the maijc
of their revenue and purchases are transacteeiinltical currencies. Although the Company contitgeevaluate strategies to mitigate risks
related to the effect of fluctuations in currencglegange rates, the Company will likely recognizeng®r losses from international transactions.
Changes in foreign currency rates could adverdédgtathe Company's operating results.

As a result of the Amalgamation with Global Crogsithe Company's currency exchange rate risk lgasfisantly increased. See
“ltem 1A. Risk Factors - As a result of the GloBabssing acquisition, Level 3 is now exposed tamigicant currency transfer restrictions and
currency exchange rate risks and our net loss mffgrsiue to currency translations."

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA
Financial statements and supplementary financiafimation for Level 3 Communications, Inc. and Sdizsies begin on page F-1.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES
Conclusion Regarding the Effectiveness of DisclosairControls and Procedures

The Company's Chief Executive Officer and Chiefdricial Officer have evaluated the effectiveneshefCompany's disclosure contr
and procedures, as defined in Rules 13a-15(e) add 3(e) under the Securities Exchange Act of 1934nasnded (the "Exchange Act"), a
December 31, 2011. Based upon such review, thef ERexutive Officer and Chief Financial Officer l@goncluded that the Company's
disclosure controls and procedures are effectideasa designed to ensure that information requdze disclosed by the Company in the
reports it files or submits under the Exchangeifcecorded, processed, summarized and reportéihite time periods specified in the
Securities and Exchange Commission rules and fdbisslosure controls and procedures include, withiotitation, controls and procedures
designed to ensure that information required tdibelosed by an issuer in reports it files or subrmander the Exchange Act is accumulated
communicated to the Company's management, inclutingincipal executive officer and principal fimgal officer, as appropriate, to allow
timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

As a result of our acquisition of Global Crossinghe fourth quarter of 2011, Level 3 has exparitieititernal controls over financial
reporting to include consolidation of the Globab&sing results of operations as well as acquisiédated accounting and disclosures. These
controls have been incorporated into the Compastdion 404 assessment for 2011. There were no dtheges in the Company's internal
control over financial reporting identified in caotion with the evaluation required by paragrapiofcExchange Act Rules 13a-15 or 15d-15
that occurred during the fourth quarter of 2011 tieve materially affected, or are reasonably yikelmaterially affect, the Company's internal
control over financial reporting.

The Company completed the amalgamation of Globas€§ing on October 4, 2011. As permitted by the SE&hagement's
assessment did not include the internal controts Gimancial reporting of the acquired operatioh&tobal Crossing, which are included in the
Company's consolidated financial statements aseeEBber 31, 2011 and for the period from the ad@gnsdate through December 31, 2011.
The Company is
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currently integrating policies, processes, pedglehnology, and operations of the combined Comp@igbal Crossing represents
approximately 39% of total assets and 15% of t@e¢nues of Level 3 Communications, Inc. as offandhe year ended December 31, 2011.
Management will continue to evaluate the Compaing&snal controls over financial reporting as intiaues its integration of Global Crossing.

Management's Annual Report on Internal Control Over Financial Reporting

Management of the Company is responsible for estaby and maintaining adequate internal contr@rdinancial reporting, as such
term is defined in Exchange Act Rules 13a-15(f) ahd-15(f) under the Securities Exchange Act of4]2®% amended. Under the supervision
and with the participation of its management, idatg the Company's principal executive officer gnithcipal financial officer, management
assessed the effectiveness of internal controlsfomancial reporting as of December 31, 2011 basethe guidelines establishedlinternal
Control—Integrated Framewotiksued by the Committee of Sponsoring Organizatifrike Treadway Commission (COSO). Based on the
Company's assessment, management has concludédetf@ampany's internal control over financial n¢jpg was effective as of
December 31, 2011. Management excluded from iessassent of the effectiveness of its internal cdmver financial reporting as of
December 31, 2011, Global Crossing Limited's iraeoontrol over financial reporting associated wital gross assets of $5.159 billion
(which includes goodwill of $1.114 billion includedthin the scope of the assessment) and totahieeof $654 million included in the
consolidated financial statements of Level 3 Comications, Inc. and subsidiaries as of and for tsaryended December 31, 2011.

The Company's independent registered public acoaufitm, KPMG LLP, has issued an attestation réporthe effectiveness of the
assessment of the Company's internal control amanéial reporting as of December 31, 2011. Thi®reappears on page F-3.

ITEM 9B. OTHER INFORMATION

None.

Part Ill
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

The information required by this Item 10 is incorqted by reference to our definitive proxy statetdenthe 2012 Annual Meeting of
Stockholders to be filed with the SEC.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is incomgted by reference to our definitive proxy statetrienthe 2012 Annual Meeting of
Stockholders to be filed with the SEC.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information called for by Item 201(d) of Regida S-K regarding our compensation plans (inclgdimdividual compensation
arrangements) under which our equity securitiesatborized for issuance is contained in Item 5afkét for Registrant's Common Equity,
Related Stockholder Matters and Issuer Repurchdeguity Securities” above. The other informatrequired by this Item 12 is incorporated
by reference to our definitive proxy statementtfa 2012 Annual Meeting of Stockholders to be fildgth the SEC.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is incorgted by reference to our definitive proxy statetdenthe 2012 Annual Meeting of

Stockholders to be filed with the SEC.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 is incorgted by reference to our definitive proxy statetrienthe 2012 Annual Meeting of

Stockholders to be filed with the SEC.

Part IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@)

2.1

3.1

3.2

3.7
3.8

4.1

4.2

4.4

Financial statements and financial statement sdbedeaquired to be filed for the registrant undemis 8 or 15 are set forth
following the index page at page F-I. Exhibitsdilas a part of this report are listed below. Exkibiicorporated by reference are
indicated in parentheses.

Agreement and Plan of Amalgamation, dated as ofl APy 2011, by and among Level 3 Communications, (the “Registrant”),
Apollo Amalgamation Sub, Ltd. and Global Crossinmited (incorporated by reference to Exhibit 2.1He Registrant's Current
Reports on Form 8-K dated April 13, 2011).

Restated Certificate of Incorporation of Level 3n@ounications, Inc. (incorporated by reference thikix 3(i) to the Registrant's
Current Report on Form 8-K dated May 23, 2008).

Certificate of Amendment of Restated Certificatérmforporation of Level 3 Communications, Inc. @ngorated by reference to
Exhibit 3.2 of Level 3 Financing, Inc.'s, Level ®@munications, Inc.'s and Level 3 CommunicationsCs Registration Statement
on Form S-4 (SEC File No. 333-167110) filed on N2y 2010).

Certificate of Amendment to the Restated Certiéaalt Incorporation of Level 3 Communications, Ifincorporated by reference to
Exhibit 3.2 to the Registrant's Current Report omfr8-K dated October 6, 2011.)

Certificate of Amendment of the Amended and Redt@ertificate of Incorporation (incorporated byenrefnce to Exhibit 3.1.2 to the
Form 8-A filed on October 19, 2011).

Conformed copy of the Restated Certificate of Ipooation of Level 3 Communications, Inc., as amende

Certificate of Designation of Series B Junior Raptting Preferred Stock of Level 3 Communicatidns, (incorporated by
reference to Exhibit 3.1 of the Registrant's For 8ated April 11, 2011).

Specimen Stock Certificate of Common Stock, pan@#&.01 per share (incorporated by reference tébExhto the Registrant's
Form 8-A dated March 31, 1998).

Amended and Restated By-laws of Level 3 Commuradaatilnc. (incorporated by reference to Exhibittd.the Registrant's Current
Report on Form 8-K dated February 22, 2012).

Indenture, dated as of February 14, 2007, amongIlLl2Communications, Inc., as Guarantor, Levelr&akcing, Inc., as Issuer and
The Bank of New York, as Trustee, relating to theakng Rate Senior Notes due 2015 of Level 3 Fiiram Inc. (incorporated by
reference to Exhibit 4.1 to the Registrant's CurReport on Form 8-K dated February 20, 2007).

Indenture, dated as of February 14, 2007, amongll2Communications, Inc., as Guarantor, LevelaRcing, Inc., as Issuer, and
The Bank of New York, as Trustee, relating to th&586 Senior Notes due 2017 of Level 3 Financing, {(imcorporated by referen
to Exhibit 4.2 to the Registrant's Current Reporform 8-K dated February 20, 2007).

Supplemental Indenture, dated as of May 29, 20@6ng Level 3 Communications, LLC, Level 3 Commutiaas, Inc., Level 3
Financing, Inc. and The Bank of New York as Trustegplementing the Indenture dated February 1@7 2nong Level 3
Financing, Inc., Level 3 Communications, Inc. aret Bank of New York as Trustee, relating to Levé&li@ancing, Inc.'s 8.75%
Senior Notes Due 2017 (incorporated by referendextabit 4.1 to the Registrant's Current Reporfonm 8-K dated May 31,
2007).

Supplemental Indenture, dated as of May 29, 20@i6ng Level 3 Financing, Inc., Level 3 Communicasioimc., Level 3
Communications, LLC and The Bank of New York asstee, supplementing the Indenture dated Februargb¥ among Level 3
Financing, Inc., Level 3 Communications, Inc. ariet Bank of New York as Trustee, relating to Levé&liBancing, Inc.'s 8.75%
Senior Notes Due 2017 (incorporated by referendextabit 4.2 to the Registrant's Current Reporfonm 8-K dated May 31,
2007).

87




Table of Contents

4.5

4.6

4.7

4.8

4.1C

4.11

4.1z

4.1z

4.14

4.1¢

4.1¢

4.17

4.1¢

4.1¢

Supplemental Indenture, dated as of May 29, 20@iong Level 3 Communications, LLC, Level 3 Commuti@as, Inc., Level 3
Financing, Inc. and The Bank of New York as Trusgegplementing the Indenture dated February 1@7 20nong Level 3
Financing, Inc., Level 3 Communications, Inc. afet Bank of New York as Trustee, relating to LeveéliBancing, Inc.'s Floating
Rate Senior Notes Due 2015 (incorporated by reterém Exhibit 4.3 to the Registrant's Current ReparForm 8-K dated May 31,
2007).

Supplemental Indenture, dated as of May 29, 20@0ng Level 3 Financing, Inc., Level 3 Communicasioimc., Level 3
Communications, LLC and The Bank of New York asstee, supplementing the Indenture dated FebrugrQB¥ among Level 3
Financing, Inc., Level 3 Communications, Inc. ariet Bank of New York as Trustee, relating to Levéli8ancing, Inc.'s Floating
Rate Senior Notes Due 2015 (incorporated by reterém Exhibit 4.4 to the Registrant's Current ReparForm 8-K dated May 31,
2007).

Indenture, dated as of December 24, 2008, amongl[32€ommunications, Inc. and The Bank of New Yli&ilon as Trustee,
relating to Senior Debt Securities (incorporateddfgrence to Exhibit 4.1 to the Registrant's QutrReport on Form 8-K dated
December 24, 2008).

First Supplemental Indenture, dated as of Dece@$e2008, among Level 3 Communications, Inc. anel Bank of New York
Mellon as Trustee, relating to Level 3 Communiaagionc.'s 15% Convertible Senior Notes due 20d&ofiporated by reference to
Exhibit 4.2 to the Registrant's Current Report omfir8-K dated December 24, 2008).

Indenture, dated as of June 26, 2009, among Le@arBmunications, Inc. and The Bank of New York Mgllrelating to Level 3
Communications, Inc.'s 7% Convertible Senior N@es 2015 (incorporated by reference to Exhibittd.the Registrant's Current
Report on Form 8-K dated July 2, 2009).

Second Supplemental Indenture, dated as of Ocldhe2009, among Level 3 Communications, Inc. ane Bank of New York
Mellon, relating to Level 3 Communications, In@% Convertible Senior Notes Due 2015, Series Bofimarated by reference to
Exhibit 4.1 to the Registrant's Current Report omfr8-K dated October 15, 2009).

Indenture, dated as of January 20, 2010, amondl [3e@emmunications, Inc., as Guarantor, Level 3hRging, Inc., as Issuer, and
The Bank of New York Mellon, as Trustee, relatinghe 10% Senior Notes due 2018 of Level 3 Finapdimc. (incorporated by
reference to Exhibit 4.1 to the Registrant's CurReport on Form 8-K dated January 21, 2010)

Supplemental Indenture, dated as of March 19, 2&i@ng Level 3 Communications, Inc., as Guarahivel 3 Financing, Inc., as
Issuer, Level 3 Communications, LLC, as Guarantal Bhe Bank of New York Mellon, as Trustee, relgtia the 10% Senior Notes
Due 2018 of Level 3 Financing, Inc. (incorporatgdéference to Exhibit 4.1 to the Registrant's €ntriReport on Form 8-K dated
March 19, 2010)

Supplemental Indenture, dated as of March 19, 2&i@ng Level 3 Communications, Inc., as Guarahivel 3 Financing, Inc., as
Issuer, Level 3 Communications, LLC, as Guarantar Bhe Bank of New York Mellon, as Trustee, relgtin the 10% Senior Notes
Due 2018 of Level 3 Financing, Inc. (incorporatgdéference to Exhibit 4.2 to the Registrant's €ntriReport on Form 8-K dated
March 19, 2010)

Third Supplemental Indenture, dated as of Septe@®e2010, among Level 3 Communications, Inc.sasér, and The Bank of
New York Mellon, as Trustee, relating to the 6.5%n@ertible Senior Notes Due 2016 of Level 3 Commations, Inc.
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Sepésra0, 2010).

Indenture, dated as of January 19, 2011, amondl [3e@emmunications, Inc., as Issuer, and The Bdri¥ew York Mellon Trust
Company, N.A., as Trustee, relating to the 11.8Bsior Notes due 2019 of Level 3 Communications, (imcorporated by
reference to Exhibit 4.1 to the Registrant's CurReport on Form 8-K dated January 21, 2011).

Indenture, dated as of March 4, 2011, among Le&@munications, Inc., as Guarantor, Level 3 Filvejydnc., as Issuer, and The
Bank of New York Mellon Trust Company, N.A., as $tee, relating to the 9.375% Senior Notes due 201@vel 3 Financing Inc.
(incorporated by reference to Exhibit 4.1 to thgR&ant's Current Report on Form 8-K dated March011).

Rights Agreement, dated as of April 10, 2011, by between Level 3 Communications, Inc. and Wellg&&8ank, N.A., as rights
agent (incorporated by reference to Exhibit 4.th®Registrant's Form 8-A dated April 11, 2011).

Stockholder Rights Agreement, dated as of AprilZ@L 1, by and between Level 3 Communications,dnd. STT Crossing Ltd.
(incorporated by reference to Exhibit 4.1 to thgReant's Current Report on Form 8-K dated Ap8ij 2011).

Supplemental Indenture, dated as of May 24, 20hbng Level 3 Communications, LLC, as Guarantor,dl&vFinancing, Inc., as
Issuer, and The Bank of New York Mellon, as Trustetating to Level 3 Communications, LLC's uncdimtied, unsecured
guarantee of the 9.375% Senior Notes due 2019 wéllEFinancing, Inc. (incorporated by referenc&xibit 4.1 to the Registran
Current Report on Form 8-K dated May 24, 2011).
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4.2C Supplemental Indenture, dated as of May 24, 20mbng Level 3 Communications, LLC, as Guarantor,dl@Communications,
Inc., as Guarantor, Level 3 Financing, Inc., aséssand The Bank of New York Mellon, as Trustedgting to the subordination in
any bankruptcy, liquidation or winding up proceegof the guarantee by Level 3 Communications, LiE€he 9.375% Senior Notes
due 2019 of Level 3 Financing, Inc. (incorporatgddference to Exhibit 4.2 to the Registrant's €ntriReport on Form 8-K dated
May 24, 2011).

4.21 Indenture, dated as of June 9, 2011, between L3¥Esktrow, Inc., as Issuer, and The Bank of New Wellon Trust Company,
N.A., as Trustee, relating to the 8.125% SenioreNatue 2019 of Level 3 Escrow, Inc. (incorporatgddierence to Exhibit 4.1 to
the Registrant's Current Report on Form 8-K datest 10, 2011).

4.2z Securities Assumption Supplemental Indenture, daseaf October 4, 2011, among Level 3 Financing,, llcevel 3
Communications, Inc. and The Bank of New York Melltrust Company, N.A., as Trustee, relating to81€5% Senior Notes due
2019 issued on June 9, 2011 and July 28, 2011rfincated by reference to Exhibit 4.1 to the Regigts Current Report on Form 8-
K dated October 6, 2011).

4.2% Registration Agreement, dated as of October 4, 28tibng Level 3 Communications, Inc., Level 3 Fiiag, Inc. and Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fen@eSmith Incorporated, Deutsche Bank Securities, Intorgan Stanley & Co.
Incorporated and Credit Suisse (USA) LLC, relatioghe 8.125% Senior Notes due 2019 issued on9uP@l1 (incorporated by
reference to Exhibit 4.2 to the Registrant's CurReport on Form 8-K dated October 6, 2011).

4.24 Registration Agreement, dated as of October 4, 28tibng Level 3 Communications, Inc., Level 3 Fiiag, Inc. and Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fen@eBmith Incorporated, Deutsche Bank Securities, INtorgan Stanley & Co.
Incorporated and Credit Suisse (USA) LLC, relatioghe 8.125% Senior Notes due 2019 issued on2B412011 (incorporated by
reference to Exhibit 4.3 to the Registrant's CurReport on Form 8-K dated October 6, 2011).

4.2t Amendment to the Stockholder Rights Agreement,dlateof November 28, 2011, by and between LevedB@unications, Inc.
and STT Crossing Ltd. (incorporated by referencExbibit 99.1 to the Registrant's Current ReporfFonm 8K dated November 3i
2011).

4.2¢ Indenture, dated as of January 13, 2012, amongl Be€emmunications, Inc., as Guarantor, Level 3Riing, Inc., as Issuer, and
The Bank of New York Mellon Trust Company, N.A., Bsistee, relating to the 8.625% Senior Notes i@ Df Level 3
Financing, Inc. (incorporated by reference to Ekhitl to the Registrant's Current Report on Fori @ated January 17, 2012).

4.27 Registration Agreement, dated as of January 132,28hong Level 3 Communications, Inc., Level 3 Riiag, Inc. and Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fend@eBmith Incorporated, Morgan Stanley & Co. LLC, @itsSuisse Securities
(USA) LLC, Deutsche Bank Securities Inc., and WEBsgo Securities, LLC, relating to Level 3 Finargiilnc.'s 8.625% Senior
Notes due 2020 (incorporated by reference to EkHiRito the Registrant’'s Current Report on Forkhdated January 17, 2012).

10.1 Separation Agreement, dated December 8, 1997, hrienong Peter Kiewit Sons', Inc., Kiewit Diversifi&roup Inc., PKS
Holdings, Inc. and Kiewit Construction Group Inindprporated by reference to Exhibit 10.1 to thgiRant's Annual Report on
Form 10-K for the year ended December 31, 1997).

10.z Amendment No. 1 to Separation Agreement, dated M&8; 1997, by and among Peter Kiewit Sons’, Kiewit Diversified
Group Inc., PKS Holdings, Inc. and Kiewit ConstiantGroup Inc. (incorporated by reference to Exhilifi.1 to the Registrant's
Annual Report on Form 10-K for the year ended Demem31, 1997).

10.2 Form of Aircraft Time-Share Agreement (incorporabgdreference to Exhibit 10.7 to the Registrantsidal Report on Form 10-K
for the year ended December 31, 2001).

10.4 Securities Purchase Agreement, dated as of Febt8a3005, among Level 3 Communications, Inc. &edihvestors named therein
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Felr@d, 2005).

10.5 Level 3 Communications, Inc. Stock Plan (incorpedaby reference to Exhibit 10.1 to the Registradtisrent Report on Form 8-K
dated May 23, 2011).

10.€ Form of OSO Master Award Agreement of Level 3 Cominations, Inc. (incorporated by reference to EitHib.2 to the
Registrant's Current Report on Form 8-K dated May2910).

10.7 Form of Amended Master Deferred Issuance Stock érgent of Level 3 Communications, Inc. (incorporaigdeference to
Exhibit 10.3 to the Registrant's Current Reporfonm 8-K dated May 25, 2010).

10.¢ Form of Master Deferred Issuance Stock Agreemearilém-Employee Directors (incorporated by referetacExhibit 10.4 to the
Registrant's Current Report on Form 8-K dated May2D10).

10.¢ Stock Purchase Agreement, dated July 20, 2006, gmewvel 3 Communications, Inc., Technology Spectrlmo. and Insight
Enterprises, Inc. (incorporated by reference toilik0.1 to the Registrant's Current Report omk8rK dated July 26, 2006).
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Exchange Agreement, dated as of January 11, 2@8@h@Level 3 Communications, Inc., SoutheasterrefAlgkanagement, Inc., on
behalf of its investment advisory clients, and Léggson Opportunity Trust, a series of Legg Masorestment Trust, Inc.
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Janii@dy 2007).

Credit Agreement, dated as of March 13, 2007, ani@vgl 3 Communications, Inc., Level 3 Financing;.land Merrill Lynch
Capital Corporation (incorporated by reference xbikit 10.1 to the Registrant's Current Report omfr8-K dated March 16,
2007).

Guarantee Agreement, dated as of March 13, 200@n@revel 3 Communications, Inc., the Subsidiaoieksevel 3
Communications, Inc. and Merrill Lynch Capital Coration (incorporated by reference to Exhibit 1f®.2he Registrant's Current
Report on Form 8-K dated March 16, 2007).

Collateral Agreement, dated as of March 13, 206¥%r&g Level 3 Communications, Inc., Level 3 Finaggiimc., the Subsidiaries of
Level 3 Communications, Inc. and Merrill Lynch CahiCorporation (incorporated by reference to EitHib.3 to the Registrant's
Current Report on Form 8-K dated March 16, 2007).

Indemnity, Subrogation and Contribution Agreemeated as of March 13, 2007, among Level 3 Commtinits, Inc., Level 3
Financing, Inc., the Subsidiaries of Level 3 Cominations, Inc. and Merrill Lynch Capital Corporati¢incorporated by reference
to Exhibit 10.4 to the Registrant's Current Reporf-orm 8-K dated March 16, 2007).

Omnibus Offering Proceeds Note Subordination Agridated as of March 13, 2007, among Level 3 Conications, Inc.,
Level 3 Financing, Inc., Level 3 Communications,d.and the Subsidiaries party thereto (incorporhteteference to Exhibit 10.5
to the Registrant's Current Report on Form 8-KdidMerch 16, 2007).

Supplement No. 1 to Omnibus Offering Proceeds $otieordination Agreement, dated as of March 13, 2a861ng Level 3
Communications, Inc., Level 3 Communications, LLE@yel 3 Financing, Inc. and the Subsidiaries p#réreto (incorporated by
reference to Exhibit 10.6 to the Registrant's QatrReport on Form 8-K dated March 16, 2007).

Amended and Restated Loan Proceeds Note Guaragteerent, dated March 13, 2007, among Broadwingrgiial Services, Inc
and Level 3 Financing, Inc. (incorporated by refieeeto Exhibit 10.9 to the Registrant's Currentdepn Form 8-K dated
March 16, 2007).

Securities Purchase Agreement, dated NovemberOUB, 2among Level 3 Communications, Inc. and thestars named therein
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Novamild, 2008).

Amendment No. 1 to Securities Purchase AgreemaigddDecember 16, 2008, among Level 3 Communicatioo. and the
Investors named therein (incorporated by referémdexhibit 10.1 to the Registrant's Current Reporform 8-K dated
December 16, 2008).

Amendment No. 2 to Securities Purchase AgreemateddDecember 24, 2008, among Level 3 Communicgtioc. and the
Investors named therein (incorporated by referémdexhibit 10.1 to the Registrant's Current ReporfForm 8-K dated
December 24, 2008).

Amendment Agreement to the March 13, 2007 Credie&ment, dated April 16, 2009, among Level 3 Cominations, Inc.,
Level 3 Financing, Inc. and Merrill Lynch, Pieré&nner & Smith Incorporated, Morgan Stanley & Gmdrporated, Citigroup
Global Markets, Inc., Credit Suisse Securities (Y8BC, Wachovia Bank, N.A., and Merrill Lynch CagitCorporation
(incorporated by reference to Exhibit 10.1 to tregRtrant's Current Report on Form 8-K dated April 2009).

Amended and Restated Loan Proceeds Note Collatgrakment, dated as of March 13, 2007, as amenutdeatated as of
April 16, 2009, among Level 3 Financing, Inc., LeE8&Communications, LLC and Merrill Lynch Capitabforation (incorporated
by reference to Exhibit 10.3 to the Registrant'sré€at Report on Form 8-K dated April 17, 2009).

First Amendment, dated as of May 15, 2009, to theeAded and Restated Credit Agreement dated asrdfl&p 2009, among
Level 3 Communications, Inc., Level 3 Financing;.land Merrill Lynch Pierce, Fenner & Smith Incorgied, Morgan

Stanley & Co. Incorporated, Banc of America Se@sit LC, Citigroup Global Markets, Inc., Credit Ssg Securities (USA) LLC,
Wachovia Bank, N.A., and Merrill Lynch Capital Corgtion (incorporated by reference to Exhibit 11®.the Registrant's Current
Report on Form 8-K dated May 15, 2009).

Amended and Restated Loan Proceeds Note, datddvesydl5, 2009, issued by Level 3 CommunicatiorisClio Level 3
Financing, Inc. (incorporated by reference to EitHib.2 to the Registrant's Current Report on F8rKidated May 15, 2009).

Securities Purchase Agreement, dated as of Ocigl#809, among Level 3 Communications, Inc., amelfead Navigator
Master, L.P. Fairfax Financial Holdings Limited,Z0&e Associates, LLC, Loomis, Sayles & Company, LARlelity Financial
Trust: Fidelity Convertible Securities and Fidelijagellan Fund: Fidelity Magellan Fund (incorporhtey reference to Exhibit 10.1
to the Registrant's Current Report on Form 8-Kdl&@etober 2, 2009).
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Retirement Agreement and General Release, dateddgil6, 2011, between Level 3 Communications, lan@ Thomas C. Stortz
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Feapraa, 2011).

Consulting Agreement, dated as of February 16, 26&tlveen Level 3 Communications, LLC and ThomaStGrtz (incorporated
by reference to Exhibit 10.2 to the Registrant'sr€ut Report on Form 8-K dated February 23, 2011).

Form of Master OSO Master Award Agreement for cétasis (incorporated by reference to Exhibit 1@ 3ne Registrant's Current
Report on Form 8-K dated February 23, 2011).

Form of Master Deferred Issuance Stock Agreemeamntdosultants (incorporated by reference to ExHibi# to the Registrant's
Current Report on Form 8-K dated February 23, 2011)

Commitment Letter, dated as of April 10, 2011 bg among Bank of America, N.A., Merrill Lynch, Pierd~enner & Smith
Incorporated, Citigroup Global Markets Inc., Le@eCommunications, Inc. and Level 3 Financing, limecorporated by reference to
Exhibit 10.2 to the Registrant's Current ReporfFonm 8-K dated April 13, 2011).

Standstill Agreement, dated as of May 20, 201lwbkeh Level 3 Communications, Inc. and Southeagieset Management, Inc.
(incorporated by reference to Exhibit 10.1 to tregRtrant's Current Report on Form 8-K dated May2231).

First Amendment to Consulting Agreement, datedfalsine 1, 2011, between Level 3 Communications, Bh@ Thomas C. Stortz
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-K dated Jyr2961).

Conversion Agreement, dated as of July 6, 201rsyamong each of the investors named in Exhilitefeto and Level 3
Communications, Inc. (incorporated by referencExhibit 10.1 to the Registrant's Current ReporFonm 8K dated July 12, 2011

Second Amendment Agreement to the Amended and ted<staedit Agreement, dated as of October 4, 28dfng Level 3
Communications, Inc., Level 3 Financing, Inc., teaders party thereto and Merrill Lynch Capital @anation (incorporated by
reference to Exhibit 10.1 to the Registrant's QatrReport on Form 8-K dated October 6, 2011).

Second Amended and Restated Loan Proceeds Noel, ambf October 4, 2011, issued by Level 3 Comaatioins, LLC to Level 3
Financing, Inc. (incorporated by reference to Eithib.2 to the Registrant's Current Report on F8rKidated October 6, 2011).

Amended and Restated Loan Proceeds Note, datddNmvember 10, 2011, issued by Level 3 CommunicestjdLC to Level 3
Financing, Inc. (incorporated by reference to EitHib.2 to the Registrant's Current Report on F8rKidated November 17, 2011).

Third Amendment Agreement to the Amended and Rest@tedit Agreement, dated as of November 10, 2&hbng Level 3
Communications, Inc., Level 3 Financing, Inc., teaders party thereto and Merrill Lynch Capital @anation (incorporated by
reference to Exhibit 10.1 to the Registrant's GurReport on Form 8-K dated November 17, 2011).

Statements re computation of ratios.

List of subsidiaries of the Registrant.

Consent of KPMG LLP.

Rule 13a-14(a)/15d-14(a) Certification of the Chitaecutive Officer.

Rule 13a-14(a)/15d-14(a) Certification of the Chit@fancial Officer.

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

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the
SarbanesOxley Act of 2002.

The following materials from the Annual Report ooria 10-K of Level 3 Communications, Inc. for theayended December 31,
2011, formatted in XBRL (eXtensible Business Reipgrtanguage); (i) Consolidated Statements of Qmrs, (ii) Consolidated
Statements of Comprehensive Loss, (iii) Consolidi@alance Sheets, (iv) Consolidated Statement shE&#ows, (v) Consolidated
Statements of Changes in Stockholders' Equity (@gfivi) Supplementary Stockholders' Equity Infa@tion and (vii) Notes to
Consolidated Financial Statementst.

Pursuant to Rule 406T of Regulation S-T, therbnttive Data Files on Exhibit 101 hereto are deknw filed or part of a registration

statement or prospectus for purposes of Sectiorms 12 of the Securities Act of 1933, as amendezldaemed not filed for purposes
of Section 18 of the Securities and Exchange Act of
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1934, as amended, and otherwise are not subjé&abtlity under those sections.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Level 3 Communications, Inc.:

We have audited the accompanying consolidated balaheets of Level 3 Communications, Inc. and slidrses as ¢
December 31, 2011 and 2010, and the related colasedl statements of operations, cash flows, chaimgstockholders' equi
(deficit), and comprehensive loss for each of tkarg in the threg/ear period ended December 31, 2011. These coats
financial statements are the responsibility of Le&/&€ommunications, Inc.'s management. Our respditgiis to express ¢
opinion on these consolidated financial statembased on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaglo(United States
Those standards require that we plan and perfoeratitit to obtain reasonable assurance about whithdinancial statemer
are free of material misstatement. An audit includgamining, on a test basis, evidence supportiegumounts and disclosure:
the financial statements. An audit also includesessing the accounting principles used and sigmifiestimates made
management, as well as evaluating the overall &igdrstatement presentation. We believe that oudlitaprovide a reasonal
basis for our opinion.

In our opinion, the consolidated financial statetaaeferred to above present fairly, in all materspects, the financial positi
of Level 3 Communications, Inc. and subsidiarie®Becember 31, 2011 and 2010, and the resultkedf operations and th
cash flows for each of the years in the thsesar period ended December 31, 2011, in conformitii U.S. generally accept
accounting principles.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo#tnited States
Level 3 Communications, Inc.'s internal control ofieancial reporting as of December 31, 2011, Hase criteria established
Internal Control- Integrated Frameworissued by the Committee of Sponsoring Organizatafrthe Treadway Commission, ¢
our report dated February 28, 2012 expressed analifigd opinion on the effectiveness of the Le8eaCommunications, Inc
internal control over financial reporting.

/sl KPMG LLP

Denver, Colorado
February 28, 2012
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Level 3 Communications, Inc.:

We have audited Level 3 Communications, Inc.'srivgke control over financial reporting as of Decem®&, 2011, based

criteria established itnternal Control - Integrated Frameworissued by the Committee of Sponsoring Organizatioishe
Treadway Commission. Level 3 Communications, Ino&agement is responsible for maintaining effectinternal control ov
financial reporting and for its assessment of tfitecéveness of internal control over financial oefing, included in th
accompanying “Management's Annual Report on Inte@uatrol Over Financial ReportingQur responsibility is to express
opinion on Level 3 Communications, Inc.'s interoahtrol over financial reporting based on our audit

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversight ildo@United States
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whefleetive internal contr
over financial reporting was maintained in all nmterespects. Our audit included obtaining an usi@ading of internal contr
over financial reporting, assessing the risk thamaterial weakness exists, and testing and evalyidtie design and operat
effectiveness of internal control over financigboeting based on the assessed risk. Our auditimdtoded performing such ott
procedures as we considered necessary in the gtanoes. We believe that our audit provides a redse basis for our opinion.

A company's internal control over financial repagtiis a process designed to provide reasonableaassuregarding the reliabil
of financial reporting and the preparation of fingh statements for external purposes in accordavitde generally accept
accounting principles. A company's internal contreér financial reporting includes those policiesl grocedures that (1) pert
to the maintenance of records that, in reasonadikidaccurately and fairly reflect the transagti@nd dispositions of the asset
the company; (2) provide reasonable assurancetthasactions are recorded as necessary to peregtagation of financi
statements in accordance with generally accepteduating principles, and that receipts and expenekt of the company ¢
being made only in accordance with authorizatiohsnanagement and directors of the company; angr8)ide reasonak
assurance regarding prevention or timely deteatibanauthorized acquisition, use, or dispositiontttd company's assets 1
could have a material effect on the financial stegsts.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or détenisstatements. Als
projections of any evaluation of effectivenessuttufe periods are subject to the risk that contnody become inadequate bec:
of changes in conditions, or that the degree ofpl@nce with the policies or procedures may detati

In our opinion, Level 3 Communications, Inc. mainéal, in all material respects, effective interoahtrol over financial reportir
as of December 31, 2011, based on criteria eshaddlign Internal Control - Integrated Frameworiksued by the Committee
Sponsoring Organizations of the Treadway Commission

Level 3 Communications, Inc. acquired Global Cnegdiimited during 2011, and management excludethfits assessment
the effectiveness of Level 3 Communications, Inmternal control over financial reporting as of d@enber 31, 2011, Glok
Crossing Limited's internal control over financialporting associated with total gross assets of8bbillion (which include
goodwill of $1.114 billion included within
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the scope of the assessment) and total revenu&$5f million included in the consolidated financsthtements of Level
Communications, Inc. and subsidiaries as of andhferyear ended December 31, 2011. Our audit efriat control over financi
reporting of Level 3 Communications, Inc. also exldd an evaluation of the internal control oveafiicial reporting of Glob
Crossing Limited.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), tl
consolidated balance sheets of Level 3 Communiggtimc. and subsidiaries as of December 31, 20412810, and the relat
consolidated statements of operations, cash flothenges in stockholders' equity (deficit), and caehpnsive loss for each of
years in the thregrear period ended December 31, 2011, and our relptet February 28, 2012 expressed an unqualifiedom
on those consolidated financial statements.

/sl KPMG LLP

Denver, Colorado
February 28, 2012
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
For each of the three years ended December 31,

(dollars in millions, except share data) 2011 2010 2009

Revenue $ 433: $ 3,591 $ 3,69¢

Costs and Expenses Exclusive of Depreciation andréination
shown separately below:

Cost of Revenue 1,70¢ 1,43¢ 1,49¢
Depreciation and Amortization 80& 87C 90¢€
Selling, General and Administrative 1,75¢ 1,37: 1,33
Restructuring Charges 11 2 9
Total Costs and Expenses 4,281 3,67¢ 3,751
Operating Income (Loss) 52 (88) (56)
Other Income (Expense):
Interest income 1 1 2
Interest expense (71€) (58¢€) (59%)
Gain (loss) on extinguishment of debt, net (100) (59) 14
Other, net (23 2C 12
Total Other Expense (83¢) (624) (567)
Loss Before Income Taxes (78€) (712) (623)
Income Tax (Expense) Benefit (42) 91 Q)
Loss from Continuing Operations (827) (621) (624)
Income (Loss) from Discontinued Operations, Net 71 @ 6
Net Loss $ (75€) $ (622) $ (61¢)

Basic and Diluted Loss per Share

Loss per Share from Continuing Operations $ (6.09 $ (5.67) $ (5.79)
Income (Loss) per Share from Discontinued Operation 0.52 (0.01) 0.0t
Net Loss $ (5.57)) $ (5.62) $ (5.6¢)

Shares Used to Compute Basic and Diluted Loss lpareS (in
thousands) 137,17¢ 110,68( 108,87(

*Adjusted to give effect to the 1 for 15 reverseckt split that became effective on October 19, 2@Ek Note 1 Organization and Summary
Significant Accounting Policies.

See accompanying notes to consolidated finanassients.
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LEVEL 3 COMMUNICATIONS, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
For each of the three years ended December 31,

2011 2010 2009
(dollars in millions)

Net Loss $ (75€) $ (622) $ (618)
Other Comprehensive Income (Loss) Before Incomee$ax

Foreign Currency Translation (16) (78) 36

Unrealized holding gain (loss) on interest ratessva 18 (16) 5

Other, net 16 1 5
Other Comprehensive Income (Loss), Before Income3a 18 (93 46
Income Tax Related to Items of Other Comprehensive
Income (Loss) = = =
Other Comprehensive Income (Loss), Net of Incomee$a 18 (93) 46
Comprehensive Loss $ (738) $ (715) $ (572

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

As of:
December 31, December 31,

(dollars in millions, except per share data) 2011 2010
Assets:
Current Assets:

Cash and cash equivalents $ 91€ % 61€

Restricted cash and securities 10 2

Receivables, less allowances for doubtful accooh$18 and $17, respectively 64¢€ 25¢

Other 131 83

Current Assets of Discontinued Operations — 12
Total Current Assets 1,707 972
Property, Plant and Equipment, net of accumulatgtetiation of $7,678 and $7,009, respectively 8,13¢ 5,28t
Restricted Cash and Securities 51 49
Goodwill 2,541 1,427
Other Intangibles, net 35¢€ 371
Other Assets, net 39t 161
Non-Current Assets of Discontinued Operations — 9C
Total Assets $ 13,18¢ $ 8,35¢
Liabilities and Stockholders’ Equity (Deficit)
Current Liabilities:

Accounts payable $ 747 % 32¢

Current portion of long-term debt 65 18C

Accrued payroll and employee benefits 20¢ 84

Accrued interest 21€ 14€

Current portion of deferred revenue 264 151

Other 157 53

Current Liabilities of Discontinued Operations — 16
Total Current Liabilities 1,65¢ 95¢
Long-Term Debt, less current portion 8,38t 6,26¢
Deferred Revenue, less current portion 88t 73¢€
Other Liabilities 1,067 44C
Non-Current Liabilities of Discontinued Operations — 112
Total Liabilities 11,99 8,51
Commitments and Contingencies — —
Stockholders’ Equity (Deficit):

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

Common stock, $.01 par value, authorized 293,3&sb@res at December 31, 2011 and 193,333,333sstabecember 31,

2010: 207,913,428 issued and outstanding at Dece®ih@011 and 111,365,226 issued and outstandibgeember 31, 2010* 2 17

Additional paid-in capital 13,70¢ 11,60:

Accumulated other comprehensive loss (80) (99)

Accumulated deficit (12,43%) (11,679
Total Stockholders’ Equity (Deficit) 1,19:¢ (157)
Total Liabilities and Stockholders’ Equity (Defigit $ 1318t % 8,35¢

*Adjusted to give effect to the 1 for 15 reverseckt split that became effective on October 19, 2@Ek Note 1 Organization and Summary
Significant Accounting Policies.

See accompanying notes to consolidated finan@ssients.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For each of the three years ended December 31,

(dollars in millions) 2011 2010 2009
Cash Flows from Operating Activities:
Net loss $ (75€) $ 622) $ (61¢)
(Income) loss from discontinued operations (71 1 (6)
Net loss from continuing operations (827) (621) (624)
Adjustments to reconcile net loss from continuipgm@tions to net cash provided by
operating activities of continuing operations:
Depreciation and amortization 80% 87C 90¢€
Non-cash compensation expense attributable to staekds 101 67 5¢
Loss (gain) on extinguishments of debt, net 10C 59 (14)
Change in fair value of embedded derivative — (20 (14)
Accretion of debt discount and amortization of debtiance costs 56 57 56
Accrued interest on long-term debt, net 82 6 22
Loss on impairment of wireless spectrum licenses 20 _ _
Deferred income taxes 33 (93) 2
Loss (gain) on sale of property, plant, and equipna@d other assets 2 4 —
Other, net 5 9 3
Changes in working capital items:
Receivables (12) 58 62
Other current assets (@) 3 (@)
Payables 30 (33) (20
Deferred revenue (©) 9) 1C
Other current liabilities 1 (20 (95)
Net Cash Provided by Operating Activities of Coniing Operations 38¢ 33¢ 34¢€
Cash Flows from Investing Activities:
Capital expenditures (4949 (435 (30¢)
Decrease (increase) in restricted cash and sexsynitet (54) 3 5
Proceeds from the sale of property, plant and egeip and other assets 4 4 1
Investment in Global Crossing, net of cash acquired 14¢€ — —
Net Cash Used in Investing Activities of Continui@gerations (39¢) (42¢) (302)
Cash Flows from Financing Activities:
Long-term debt borrowings, net of issuance costs 1,87¢ 80¢ 545
Payments on and repurchases of long-term debtidimg) current portion and refinancing
costs (1,617 (930 (527)
Net Cash Provided by (Used in) Financing Activitié<Continuing Operations 261 (122) 16
Discontinued Operations:
Net cash provided by operating activities (4) — 11
Net cash provided by (used in) investing activities 58 (1) (5)
Net Cash Provided by (Used in) Discontinued Openati 51 @ 6
Effect of Exchange Rates on Cash and Cash Equigalen — (8) 2
Net Change in Cash and Cash Equivalents 302 (220) 68
Cash and Cash Equivalents at Beginning of Year 61€ 83¢€ 76€
Cash and Cash Equivalents at End of Year $ 91§ 61€ $ 83¢€
Supplemental Disclosure of Cash Flow Information:
Cash interest paid $ 57¢ $ 52 $ 517
Income taxes paid, net of refunds $ 7% @ $ 5

Non-cash Investing and Financing Activitie



Long-term debt issued in exchange transaction $ 30C $ — $ 19¢€
Long-term debt retired in exchange transaction $ 29t § — $ 204
Conversion of notes into common stock $ 126 $ — $ —
Long-term debt issued and proceeds placed in escrow $ 1,20C $ — $ =
Settlement of Global Crossing debt with escrowenlisges $ 125 $ — $ —

See accompanying notes to consolidated finan@Egments.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY (DEFICIT)

For each of the three years ended December 31,

Common Stock

Accumulated

Additional Other
Paid-in Comprehensive Accumulated
Shares* $ Capital Income (Loss) Deficit Total
(dollars in millions, except share data)

Balance at January 1, 2009 107,841,01 $ 16 $ 11,49 $ (51) $ (10,439 $ 1,021
Common stock:

Common stock issued under

employee stock benefit plans ar

other 1,807,24i — 15 — — 15
Stock-based compensation expense — — 30 — — 3C
Other (40,50¢) — 3 — — 3
Net Loss — — — — (61€) (618)
Other Comprehensive Income — — — 46 — 46
Balance at December 31, 2009 109,607,75 16 11,53} (5) (11,059 491
Common stock:

Common stock issued under

employee stock benefit plans and

other 1,757,47 1 21 — — 22
Stock-based compensation exper — — 29 — — 29
Reclassification of Derivative
Liability — — 16 — — 16
Net Loss — — — — (622) (622)
Other Comprehensive Loss — — — (93 — (93
Balance at December 31, 2010 111,365,22 17 11,60: (98) (11,679 (157)
Common stock:

Common stock issued under

employee stock benefit plans ar

other 3,273,03: — 52 — — 52
Stock-based compensation expense — — 32 — — 32
Global Crossing acquisition equity
consideration 88,535,83 13 1,86¢ — — 1,881
Reverse stock split — (29 29 — — —
Conversion of debt to equity 4,739,33. 1 122 — — 122
Net Loss — — — — (75€) (75€)
Other Comprehensive Income — — — 18 — 18
Balance at December 31, 2011 20791342 $ 2 $ 13,70¢ $ (80) $ (12,43 $ 1,19¢

*Adjusted to give effect to the 1 for 15 reverseckt split that became effective on October 19, 2@Ek Note 1 Organization and Summary

Significant Accounting Policies.

See accompanying notes to consolidated finan@&stents
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SUPPLEMENTARY STOCKHOLDERS' EQUITY INFORMATION
ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
For each of the three years ended December 31,

Unrealized
Holding Gain
Net Foreign (Loss) on
Currency Investment and
Translation Interest Rate
Adjustment Swap Other Total
(dollars in millions)
Balance at January 1, 2009 $ 97 $ 97 $ (51) (51)
Change 36 5 5 46
Balance at December 31, 2009 13z (92 (46) 5)
Change (78) (16) 1 (93
Balance at December 31, 2010 55 (10€) (45) (98)
Change (16) 18 16 18
Balance at December 31, 2011 $ 39 $ 90) $ (29 (80)

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

(1) Organization and Summary of Significant Accouning Policies
Description of Busines

Level 3 Communications, Inc. and subsidiaries (bempany" or "Level 3") is a facilities based prdert (that is, a provider that owns or
leases a substantial portion of the plant, propamty equipment necessary to provide its servides)ooad range of integrated communicati
services. The Company created its communicatiotwank by constructing its own assets and througbrabination of purchasing other
companies and purchasing or leasing facilities fothers. Level 3's network is an internationaljliées based communications network. The
Company designed its network to provide communicatiservices that employ and take advantage dlyajphproving underlying optical,
Internet Protocol, computing and storage technekgi

The Company also was engaged in coal mining thrasgivo 50% owned joint-venture surface mines, eaeh in Montana and
Wyoming. The Company completed the sale of its ouaing business on November 14, 2011. See NotPidpositions.

On October 4, 2011, a subsidiary of Level 3 congaléts amalgamation with Global Crossing Limite&l@bal Crossing"), and
became a wholly owned indirect subsidiary of thenpany through a tax free, stock for stock transactfihe "Amalgamation™). See Note 2 -
Events Associated with the Amalgamation of GlobalgSing.

Principles of Consolidation and Basis of Presemta

The consolidated financial statements include tlo®ants of Level 3 Communications, Inc. and sulbsiés in which it has a controlling
interest. Prior to the disposition of the coal mibusiness during the fourth quarter of 2011 Gbmpany's fifty -percent-owned mining joint
ventures were consolidated on a pro rata basisigtiificant intercompany accounts and transactiane been eliminated. The accompanying
consolidated financial statements have been prépar@ccordance with accounting principles gengraticepted in the United States
("GAAP").

As part of its consolidation policy, the Companwsidlers its controlled subsidiaries, investmenth@business in which the Compan
not the primary beneficiary or does not have effiectontrol but has the ability to significantlyflirence operating and financial policies, and
variable interests resulting from economic arrangeisithat give the Company rights to economic riskewards of a legal entity. The
Company does not have variable interests in alviariaterest entity where it is required to condate the entity as the primary beneficiary or
where it has concluded it is not the primary begiafy.

Effective after the close of trading on October2®@]11, the Company completed a 1 for 15 reversek dplit as previously approved
by the Company's stockholders. Proportional adjastsmwere made to the Company's outstanding cdbleedebt, warrants, equity awards
to its equity compensation plans to reflect theersg stock split. No fractional shares were issae@dnnection with the reverse stock split, as
stockholders who would otherwise hold a fracticstere of common stock received a cash paymergurofi that fractional share. All
references herein to common stock and per shaaehdae been retrospectively adjusted to reflectdkierse stock split.

Foreign Currency Translatio

Generally, local currencies of foreign subsidiades the functional currencies for financial rep@tpurposes except for certain foreign
subsidiaries in Latin America other than those in. For operations outside the U.S. that prefiaencial statements in currencies other t
the U.S. dollar, assets and liabilities are traesdlat year-end exchange rates, and revenue, egand cash flows are translated using average
exchange rates prevailing during the year. Gairlesses resulting from currency translation aremed as a component of accumulated other
comprehensive loss in stockholders' equity (défaiid in the consolidated statements of compretensss. A significant portion of the
Company's foreign subsidiaries have either theédBriPound or the Euro as the functional currenoth lof which experienced significant
fluctuations against the U.S. dollar during 20101@ and 2009 . As a result of the Global Crossingaiyamation during the fourth quarter of
2011, the Company also is exposed to fluctuationthe Brazilian Real. The Company has experienggdficant foreign currency translation
adjustments that are recognized as a componegtafraulated other comprehensive loss in stockhdldgrsty
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(deficit) and in the consolidated statement of coehpnsive loss in accordance with accounting guieldor foreign currency translation. The
Company considers the majority of its investmentis foreign subsidiaries to be long-term in naturhe Company's foreign exchange
transaction gains (losses), including where itegtments in its foreign subsidiaries are not carsidi to be long-term in nature, are included
within other income (expense) on the consolidatatement of operations.

Reclassification:
Certain immaterial reclassifications have been mageior years to conform to the current perigassentation.
Use of Estimates

The preparation of consolidated financial stateméntonformity with GAAP requires management tdkenastimates and assumptions
that affect the reported amounts of assets antlitiie and disclosure of contingent assets arfallitaes at the date of the financial statements
and the reported amounts of revenue and expensiag dloe reporting period. The accounting estim#tes require management's judgments
include revenue recognition, revenue reserves,afasivenue for communications services, the detetion of the useful lives of long-lived
assets, the valuation and recognition of stockdbasenpensation expense, the valuation of long-lagskts, goodwill and acquired indefinite-
lived intangible assets, derivative financial instients, the valuation of asset retirement obligatithe allowance for doubtful accounts, the
recognition of the fair value of assets acquired labilities assumed in business combinationsiueds for estimated tax and legal liabilities,
valuation allowance for deferred tax assets, ahaatian of other assets and liabilities measurefdiatalue. Actual results may differ from
these estimates under different assumptions orittonsl and such differences could be material.

Revenue and Cost of Revenue for Communications&&

Revenue for communications services is recognirea monthly basis as these services are providsgdboan contractual amounts
expected to be collected. Management establish@spiiate revenue reserves at the time servicereadered based on an analysis of
historical credit activity to address, where sigriht, situations in which collection is not reaably assured as a result of credit risk, potential
billing disputes or other reasons. Actual resulgy/miffer from these estimates under different agstions or conditions and such differences
could be material.

Intercarrier compensation revenue is recognizedhameinterconnection agreement is in place withttearocarrier, or if an agreement |
expired, when the parties have agreed to contipeeating under the previous agreement until a rgweanent is negotiated and executed, or
at rates mandated by the FCC.

For certain sale and long-term indefeasible rightse, or IRU, contracts involving private line, wedengths and dark fiber services, the
Company may receive up-front payments for servicdse delivered for a period of up to 25 yearghkse situations, the Company defers the
revenue and amortizes it on a straight-line baseatrnings over the term of the contract.

Termination revenue is recognized when a custonsepdtinues service prior to the end of the comtpaciod for which Level 3 had
previously received consideration and for whicheraye recognition was deferred. Termination reveaise is recognized when customers are
required to make termination penalty payments teel 8 to settle contractually committed purchaseants that the customer no longer
expects to meet or when a customer and Level 3yjgiage a contract under which Level 3 is no longgigated to provide services for
consideration previously received and for whicheraye recognition has been deferred.

The Company is obligated under dark fiber IRUs atieér capacity agreements to maintain its netwomkfficient working order and in
accordance with industry standards. Customersldigaded for the term of the agreement to pay lieirtallocable share of the costs for
operating and maintaining the network. The Compaepgnizes this revenue monthly as services angded.
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Level 3's customer contracts require the Compamyeset certain service level commitments. If Levelogs not meet the required sen
levels, it may be obligated to provide credits,allsuin the form of free service, for a short pefiof time. The credits are a reduction to reve
and, to date, have not been material.

Cost of revenue for the communications businedsidies leased capacity, right-of-way costs, acckasges, satellite transponder lease
costs and other third party costs directly attialile to the network, but excludes depreciationamdrtization and related impairment exper

The Company recognizes the cost of network sendsahey are incurred in accordance with contracagairements. The Company
disputes incorrect billings from its suppliers eftwork services. The most prevalent types of depuriclude disputes for circuits that are not
disconnected by the supplier on a timely basisiweadje bills with incorrect or inadequate informatibepending on the type and complexit
the issues involved, it may and often does takers¢quarters to resolve the disputes.

In determining the amount of the cost of netwonk/iee expenses and related accrued liabilitiegtiect in its financial statements, the
Company considers the adequacy of documentatidisobnnect notices, compliance with prevailing cactiual requirements for submitting
these disconnect notices and disputes to the prpweitthe network services, and compliance witlnitsrconnection agreements with these
carriers. Judgment is required in estimating thienalte outcome of the dispute resolution processyell as any other amounts that may be
incurred to conclude the negotiations or settleld@gimation. Actual results may differ from thesstienates under different assumptions or
conditions and such differences could be material.

Coal Mining

Prior to the sale of its coal mining business irvélober 2011, the Company sold coal primarily thiolong-term contracts with public
utilities. The long-term contracts for the deliverfycoal established the price, volume, and quaditiuirements of the coal to be delivered.
Revenue under these and other contracts was ggne@dgnized when coal was shipped to the customer

USF and Gross Receipts Taxes

The revenue recognition standards include guidagle¢ing to any tax assessed by a governmentabatytihat is directly imposed on a
revenue-producing transaction between a sellemanustomer and may include, but is not limitedsades, use, value added, and some excise
taxes. The Company records Universal Service FUA8K") contributions where the Company is the priynabligor for the taxes assessed in
each jurisdiction where it does business on a grass in its consolidated statements of operatiomisrecords sales, use, value added and
excise taxes billed to its customers on a net biasis consolidated statements of operations. Canications revenue and cost of revenue on
the consolidated statements of operations incluls contributions totaling $ 107 million , $ 77 hoih and $ 62 million for the years ended
December 31, 2011, 2010 and 2009 , respectively.

Advertising Cost

The Company expenses the cost of advertising asrgat. Advertising expense is included as a compbokselling, general and
administrative expenses in the accompanying cafestald statements of operations. Advertising expesse$ 15 million , $ 8 million and $ 7
million for the years ended December 31, 2011, 2d2009 , respectively.

Stock-Based Compensation

The Company recognizes the estimated fair valistank based compensation costs, net of an estiffatiedture rate, over the requisite
service period of the award, which is generallywhsting term or term for restrictions on trangsfeat lapse, as the case may be. The Company
funded a portion of its 2011, 2010 and 2009 digznary bonus in stock awards that were vested iggurance. The Company estimates
forfeiture rates based on its historical experiefocehe type of award.
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Income Taxe

The Company recognizes deferred tax assets arilitiéabfor its domestic and foreign operations; flee expected tax consequences of
temporary differences between the tax basis otassel liabilities and their reported amounts ugingcted tax rates in effect for the year the
differences are expected to reverse. The Compamyde a valuation allowance to reduce the defdar@ssets to the amount that is more
likely than not to be realized. The Company recoggiinterest and penalty expense associated wigrtaim tax positions as a component of
income tax expense in the consolidated stateméioisavations.

Cash and Cash Equivalents

The Company classifies investments as cash equigalethey are readily convertible to cash andehasiginal maturities of three moni
or less at the time of acquisition. Cash and caglivalents consist primarily of highly liquid invasents in government and government ag
securities and money market funds issued or managédancial institutions in the U.S., Europe dratin America and commercial paper
depending on liquidity requirements. As of Decenmier2011 and 2010 , the carrying value of cashcaistt equivalents approximates fair
value due to the short period of time to maturity.

Restricted Cash and Securiti

Restricted cash and securities consists primafibash and investments that serve to collateraligstanding letters of credit, long-term
debt and certain performance and operating obtigatof the Company. Restricted cash and secuaiteesecorded as current or non-current
assets in the consolidated balance sheets depeolitihg duration of the restriction and the purgfosevhich the restriction exists. The cost
and fair value of restricted cash and securitiesed $ 61 million at December 31, 2011 and $ Slioniat December 31, 2010 .

Derivative Financial Instrumenti

All derivative instruments, including derivativesibedded in other financial instruments, are measatéair value and recognized as
either assets or liabilities on the Company's clisisted balance sheets. The Company's derivatasteuiments are valued primarily using
models based on readily observable market parasieteall substantial terms of the Company's dé¢ifreacontracts and thus are classified as
Level 2 of the GAAP fair value hierarchy. See Nbfe- Fair Value of Financial Instruments. The actg for changes in the fair value of a
derivative depends on the intended use of the aéravand the resulting designation.

For derivative instruments designated as cash fflesliges, the effective portion of the derivativelgdloss) is initially reported as a
component of accumulated other comprehensive indtras) ("AOCI") and is subsequently recognizeéamnings in the period the hedged
transaction affects earnings. Gains (losses) lieguttom hedge ineffectiveness and those resuftiogp changes in fair values on derivatives
not designated as hedging instruments are recagjimzather income (expense) in the consolidategstants of operations. See Note 11 -
Derivative Financial Instruments.

Allowance for Doubtful Accoun

Trade accounts receivable are recorded at thedadamount and can bear interest. The Companylisstehan allowance for doubtful
accounts for accounts receivable amounts that maecollectible. The Company determines the alove for doubtful accounts based or
aging of its accounts receivable balances and alysis of its historical experience of bad debteoffs. The Company reviews its allowance
for doubtful accounts quarterly. Past-due balamses 60 days and over a specified amount arewedendividually for collectability.
Accounts receivable balances are written off agairesallowance for doubtful accounts after all meaf collection have been exhausted and
the potential for recovery is considered remotéofAthe Company's allowance for doubtful accoustates to its communications business.
The Company recognized bad debt expense, netofeges, of approximately $ 6 million in 2011, $ri@lion in 2010 and $ 14 million in
2009.
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Property, Plant and Equipme

Property, plant and equipment are recorded at Begireciation and amortization for the Companytpprty, plant and equipment are
computed on the straight-line method based ondhewing useful lives:

Facility and Leasehol

Improvements L

Network Infrastructure

(including fiber and 25 - 50 years
conduit)

Operating Equipment 4 - 15 years

Furniture, Fixtures,

Office Equipment and 2 - 7 years
Other

In connection with the acquisition of Global Craggithe Company evaluated the estimated usefid b¥éts fixed assets and determined
that the period it expected to use conduit, filba certain transmission equipment was longer tii@amemaining originally estimated useful
lives. The Company revised its estimated usefeldiof conduit from its historical estimate of 2%geto a revised estimate of 50 years; of fiber
from its historical estimate of 12 years to a redigstimate of 25 years; and of certain transmissguipment from its historical estimate of 7
years to its revised estimatel5 years. In determining the change in estimateflufves, the Company, with input from its engénieg team,
considered its historical usage patterns and reérds, estimates of technological obsolescenceeqpected usage and maintenance. The
change in the estimated useful lives of certaithefCompany’s property, plant and equipment waswted for as a change in accounting
estimate on a prospective basis effective Octop2011 under the accounting standard related toggsin accounting estimates. The change
in estimated useful lives of certain of the Compamyoperty, plant and equipment, which has resultdess depreciation expense than would
have otherwise been recorded, resulted in theviligp decrease for the year ended December 31, @ Miillions, except per share amounts):

Net Loss $ 74
Basic and Diluted Net Loss per Share $ 0.54

Leasehold improvements are depreciated over theeshaf their estimated useful lives or lease tetiat are reasonably assured.

The Company capitalizes costs directly associaiidexpansions and improvements of the Companytsmmanications network,
customer installations, including employee-relatests, and generally capitalizes costs associatedhetwork construction and provisioning
of services. The Company amortizes such costsavestimated useful life of three to seven years.

In addition, the Company continues to develop bessrsupport systems required for its businesseXtegnal direct costs of software,
materials and services, and payroll and payrofitesl expenses for employees directly associatddbuiginess support systems projects are
capitalized. Upon the completion of a project, tittal cost of the business support system is apsattover an estimated useful life of three
years.

Capitalized labor and related costs associatedemithloyees and contract labor working on capitajgots were approximately $ 87
million , $ 68 million and $ 57 million for the yemended December 31, 2011, 2010 and 2009 , résplgct

The Company performs periodic internal reviewsdtedmine depreciable lives of its property, plamd aquipment based on input from
global network services personnel, actual usagetanghysical condition of the Company's propeptgnt and equipment.
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Asset Retirement Obligatio

The Company recognizes a liability for the estirddagr value of legal obligations associated with tetirement of long-lived assets that
result from the acquisition, construction, devel@mtand/or the normal operation of a long-liveceags the period incurred. The fair value of
the obligation is also capitalized as propertynpknd equipment and then amortized over the etanmamaining useful life of the associated
asset. Increases to the asset retirement obligkioility due to the passage of time are recoghiae accretion expense and included within
selling, general and administrative expenses atfdmincome (loss) from discontinued operationsrémlamation associated with the coal
mining business on the Company's consolidatedmstatts of operations. Changes in the liability dueetisions to future cash flows are
recognized by increasing or decreasing the ligbiith the offset adjusting the carrying amountta# related long-lived asset. To the extent
that the downward revisions exceed the carryinguarhof the related long-lived asset initially reded when the asset retirement obligation
liability was established, the Company recordsrémeaining adjustment as a reduction to depreciatigrense, to the extent of historical
depreciation of the related long-lived asset, & to selling, general and administrative expense.

Goodwill and Acquired Indefinite-Lived Intangiblegets

Accounting guidance prohibits the amortization 0bdwill and purchased intangible assets with indefiuseful lives. The Company
reviews goodwill and purchased intangible assetis indefinite lives for impairment annually at taed of the fourth quarter and whenever
events or changes in circumstances indicate thgiogrvalue of an asset may not be recoverablegbodwill, the Company performs a two-
step impairment test. In the first step, the Comypaonsiders the fair value of each reporting ualitive to its carrying value. The Company's
reporting units are consistent with the reportaiglgments identified in Note 15 - Segment Infornmatla accordance with recently issued
guidance, in 2011 the Company performed an assessrhqualitative factors to determine whethesitriore likely than not that the fair value
exceeds the carrying value prior to performingtthe step evaluation. If it is determined that itiidikely that the carrying value exceeds the
fair value, then the entity is no longer requireddmplete the two step goodwill impairment evabratThe Company performed its assess
of qualitative factors and determined that it is liieely that the carrying value exceeded the Yailue of goodwill as of December 31, 2011 .
During 2010 and 2009, the Company also considéredise of multiple valuation techniques in accocdanith GAAP Fair Value
Measurements and Disclosures guidance to estitmatiir value of its reporting units and had caesily applied a market approach as pa
its impairment assessment process. Under the mapebach, the Company estimated the fair valuggusn in-exchange valuation premise
based upon the market capitalization of Level Bgisjuoted market prices, added an estimated cqueatium, and then assigned that fair
market value to the reporting units. If the faitueof the reporting unit exceeds the carrying galfithe net assets assigned to that unit,
goodwill was not impaired and no further testingésformed. If the carrying value of the net assstigned to the reporting unit exceeded the
fair value of the reporting unit, then a secongh stas performed and the implied fair value of tigarting unit's goodwill was determined and
compared to the carrying value of the reporting'sigioodwill. If the carrying value of a reportingit's goodwill exceeded its implied fair
value, then an impairment loss equal to the diffeeawas recorded.

GAAP also requires that the fair value of acquiretefinitedived intangible assets be estimated and compar#tktr carrying value ea
year. The Company estimates the fair value of tildaagible assets primarily utilizing an incomeegach. The Company recognizes
impairment loss when the estimated fair value efahquired indefinite-lived intangible assets sslthan the carrying value.

The Company conducted its goodwill and acquire@fimite-lived intangible assets impairment analyithe end of 2011, 2010 and
2009 and concluded that its goodwill was not imgdiin any of those periods. The Company condutseddefinite-lived acquisition-related
intangible asset impairment analysis at the er2D&D and 2009, and concluded that there was noiimeat. During 2011, the Company
determined that the carrying value of certain veisslspectrum licenses that it acquired in a pdquisition was impaired and the Company
recognized a $ 20 million charge in the fourth gesathat was recognized in Other Expense. The Cagnpancluded that its remaining
indefinite-lived intangible assets were not impdies of December 31, 2011.
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Long-Lived Assets Including Finite-Lived Purchased hgjible Assets

The Company amortizes acquired intangible assetsfimite lives using the straight-line method otiee estimated economic lives of the
assets, ranging from four to twelve years.

The Company evaluates long-lived assets, suchogey, plant and equipment and acquired intangibgets with finite lives, for
impairment whenever events or changes in circurnstimdicate the carrying value of an asset maypeaagecoverable. The Company assesses
the recoverability of the assets based on the oodiged future cash flows the assets are expeatgenerate and recognizes an impairment
loss when estimated undiscounted future cash feoyected to result from the use of the assetsr@tiproceeds expected from disposition of
the assets, if any, are less than the carryingevallthe assets. If an asset is deemed to be iethaire amount of the impairment loss is the
excess of the asset's carrying value over its agtighfair value.

The Company conducted a long-lived asset impairmealysis in 2011, 2010 and 2009 and concludedtshkingiived assets, includin
finite-lived acquired intangible assets, were mopaired.

Concentration of Credit Risk

Financial instruments that potentially subject@wmpany to concentrations of credit risk consisigpally of cash equivalents, accou
receivable, restricted cash and securities andateres. The Company maintains its cash equivaleessricted cash and securities and
derivatives with various financial institutions. 8¢e financial institutions are primarily locatedtie United States, Europe and Latin America
and the Company's policy is to limit exposure veitty one institution. As part of its cash and riskn@gement processes, the Company
performs periodic evaluations of the relative cretinding of the financial institutions. The Compalso has established guidelines relative to
financial instrument credit ratings, diversificatiand maturities that seek to maintain safety anddity. The Company's investment strategy
generally results in lower yields on investmentsreduces the risk to principal in the short temiopto these funds being used in the
Company's business. The Company has not experiemgeghaterial losses on financial instruments lagliihancial institutions. The Company
utilizes interest rate swap contracts to proteafrsy the effects of interest rate fluctuationsctBoontracts involve the risk of non-performance
by the counterparty, which could result in a matdnss.

The Company provides communications services tada vange of wholesale and enterprise customangjrrg from well capitalized
national carriers to small early stage companigagly in the United States, Europe, and Latin Aite. Credit risk with respect to accounts
receivable is generally diversified due to the éangmber of entities comprising Level 3's custobsse and their dispersion across many
different industries and geographical regions. Thenpany performs ongoing credit evaluations o€itstomers' financial condition and
generally requires no collateral from its customatthough letters of credit and deposits are meglin certain limited circumstances. The
Company has from time to time entered into agre¢snsith value-added resellers and other channéheerto reach consumer and enterprise
markets for voice services. The Company has pagliaiel procedures in place to evaluate the finanoiadiition of these resellers prior to
initiating service to the final customer. The Companaintains an allowance for doubtful accountetagoon the expected collectability of
accounts receivable. Due to the Company's creditiation and collection process, bad debt expemses not been significant; however, the
Company is not able to predict changes in the fir@rstability of its customers. Any material charig the financial status of any one or a
particular group of customers may cause the Compaagjust its estimate of the recoverability afeiwables and could have a material
adverse effect on the Company's results of opemtieair values of accounts receivable approxiroase due to the short period of time to
collection.

A relatively small number of customers accountdaignificant percentage of the Company's revehhe.Company's top ten customers
accounted for approximately 24% , 27% and 28% @&L8's communications revenue for the years e mber 31, 2011, 2010 and 2009
respectively.

Correction of an Immaterial Error in Prior Perioddhsolidated Financial Statements

During the first quarter of 2011, Level 3 identtfian error in the Company’s previously issued chdated financial statements
related to the recognition of deferred tax liak#htattributable to certain indefinite-lived intalolg assets with an indeterminate future reversal
period that the Company is unable to consider
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as a source of income for the realization of ifeded tax assets. The Company recorded incomexjaense of approximately $26 million
during the first quarter of 2011 for taxable tenggrdifferences associated with deferred taxeseotain indefinite-lived intangible assets. The
purchased indefinite-lived intangible assets aiog®ior periods, and the adjustment did not affacome taxes paid, and did not materially
affect any of the Company'’s previously reportediltssof operations or financial condition, or therent period results of operations or
financial condition.

(2) Events Associated with the Amalgamation of Gladd Crossing

On October 4, 2011, a subsidiary of Level 3 congaléts amalgamation with Global Crossing, and becamwholly owned indirect
subsidiary of the Company through a tax free, sfoclstock transaction. As a result of the Amalgtdamg (i) each issued and outstanding
common share of Global Crossing was exchanged&ahares of Level 3 common stock (unadjusted ferltfor 15 reverse stock split
completed on October 19, 2011), including the a@ssed rights under the Company’s Rights Agreemétit Wells Fargo Bank, N.A., as rights
agent (the “Amalgamation Consideration”) and (axk issued and outstanding share of Global Crossi¥g cumulative senior convertible
preferred stock was exchanged for the Amalgamatiomsideration, plus an amount equal to the aggeesyatrued and unpaid dividends
thereon. In addition, (i) the outstanding vestetians to purchase Global Crossing common shares medified into vested options to
purchase Level 3's common stock and (ii) the issueHoutstanding restricted stock units coveringb@l Crossing common shares, to the
extent applicable in accordance with their ternested and settled for 16 shares of the Compangisnom stock.

In connection with the closing of the Amalgamatibayel 3 Financing, Inc. amended its existing dradreement to incur an
additional $ 650 million of borrowings through asditional Tranche (the "Tranche B Il Term LoanThe aggregate net proceeds of Level 3
Financing’s Tranche B Il Term Loan issued in Octad@l1 were used to refinance certain existingitel#gness of Global Crossing in
connection with the consummation of the Amalgarmmatind for general corporate purposes. In additfen$1.2 billion of proceeds from the
initial and additional issuance of 8.125% Seniotésadue 2019 in June and July 2011(see Note 12 rg-I@rm Debt) by an indirect wholly
owned subsidiary were deposited into an escrowwatc®n October 4, 2011, following the consummatibthe Amalgamation and the
satisfaction of certain escrow release condititims,8.125% Senior Notes were assumed by Level &n€ing (the “Notes Assumption”), and
the funds were released from the escrow accoutneh proceeds from the 8.125% Senior Notes wexé tasrefinance certain existing
indebtedness of Global Crossing in connection withclosing of the Amalgamation and for generapoaaite purposes.

As a result of the Amalgamation, the Company isamatoximately 88.53 million shares, adjusted ffer 1 for 15 reverse stock split
on October 19, 2011, of Level 3 common stock tonfer holders of Global Crossing common shares antdbICrossing’s 2% cumulative
senior convertible preferred stock, and Level 3eduthe refinancing of approximately $1.36 billafriGlobal Crossing's outstanding
consolidated debt. Approximately $ 430 million dbBal Crossing (UK) Finance PLC senior secured sidiee 2014 were redeemed on
November 3, 2011 at the current redemption premiomtiéned in its indenture dated December 23, 20b# entire aggregate principal amc
of the $ 750 million of Global Crossing Limited’sitstanding 12% senior notes due 2015 and all obthistanding $ 150 million of 9% senior
notes due 2019 were also redeemed in early NoveBtlidr. Of the outstanding principal of each of @lebal Crossing Limited senior notes,
35 percent was first redeemed on November 3, 28Hlrasult of a qualified “Equity Offering” (as defd under the indentures relating to each
issue of the Global Crossing Limited senior noted)s new corporate parent. The remaining 65 perokthe outstanding principal of each
issue of the Global Crossing senior notes wereeragel subsequently on November 4, 2011 at “makeeVipoices calculated using the rate of
the comparable U.S. Treasury security plus 50 hmsigs. The shares of Global Crossing Common Stebich previously traded under the
symbol “GLBC,” ceased trading on the NASDAQ GloBallect Market (“NASDAQ”) before the open of tradiog October 4, 2011 and were
delisted from NASDAQ as of October 5, 2011.

Based on (i) the number of Level 3 shares issi83153 million as adjusted for the 1 for 15 revesgeek split completed on October
19, 2011), (ii) the closing stock price of Levet@mmon stock as of October 3, 2011 ( $21.15 asstatjuor the 1 for 15 reverse stock split
completed on October 19, 2011), and (jii) the d¥liBlobal Crossing refinanced ( $1.36 billion )e tBompany estimates that the aggregate
consideration for acquisition
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accounting, including assumed debt, approximated0$8illion . The restricted stock units coverintplal Crossing common shares settled for
Level 3 shares of common stock were reduced itesgtit of employee income and payroll tax withhofdobligations and the corresponding
amounts of approximately $81 million were paid &sls. The premium paid by Level 3 in this transacisattributable to strategic benefits,
including a significantly expanded IP/optical netlwavith global reach including South America, Asiad the Pacific, improved credit profile
and reduced financial leverage attributed to end@financial and operation scale, and opportumityirfvestment and network expansion. The
combined business will have a comprehensive paotfiflvoice, video, and data services, which wilkcate on a unique global services
platform anchored by subsea and terrestrial filpticaonetworks in North America, Europe, and Latimérica. The goodwill associated with
this transaction is not expected to be deductiénfcome tax purposes.

The combined results of operations of Level 3 afab@ Crossing are included in the Company's cadatdd results of operations
beginning in October 2011. Included in the combifiedncial results is $ 654 million in revenue tiitable to Global Crossing since the
completion of the Amalgamation. The assets acquiretiliabilities assumed of Global Crossing willreeognized at their acquisition date fair
value. The purchase price allocation of acquiregttzsand assumed liabilities, including the assegrtrof goodwill to reporting units, will
require extensive analysis and is expected to bgpbxied no later than October 4, 2012. The follgngia preliminary allocation of purchase
price based on information currently available. Tihal identification of all the intangible assetsquired and determination of the purchase
price allocation may be significantly different fincthe preliminary allocation reflected below.

Initial Purchase Price
Allocation

(dollars in millions)

Assets:
Cash, Cash Equivalents, and Restricted Cash $ 22¢€
Property, Plant, and Equipment 3,09¢
Goodwill 1,11
Identifiable Intangibles 10¢€
Other Assets 65¢
Total Assets 5,19¢
Liabilities:
Long-term Debt (1,559
Other Liabilities (1,679
Total Liabilities (3,239
Total Estimated Consideration $ 1,962

Le vel 3 entered into certain transactions with Gldbadssing prior to completing the Amalgamation, veltiy Level 3 received cash
for communications services to be provided in thtare, which it accounted for as deferred revenie a result of the Amalgamation, Level 3
can no longer amortize this deferred revenue iataiegs and accordingly, reduced the purchase pppéed to the net assets acquired in the
Amalgamation by $77 million , the amount of the mnuatized deferred revenue as of the acquisition.dat

The following unaudited pro forma financial infortian presents the combined results of Level 3 alwb& Crossing as if the
completion of the Amalgamation had occurred ahefdarliest period presented below (dollars iniom§, except per share data).
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2011 2010
Total Revenue $ 6,33t $ 6,111
Net Loss (727) (825)
Net Loss per share $ (3.56) $ 4.19

These results include certain adjustments, primdrik to increases in depreciation and amortizaiqrense due to fair value
adjustments of tangible and intangible assetsedsess in interest expense due to Level 3's issudriceremental debt in order to redeem and
refinance Global Crossing debt that had higherésterates than the incremental financing, anditairate historical transactions between
Level 3 and Global Crossing. The pro forma finahitiBormation is not intended to represent or kdidative of the actual results of operations
of Level 3 that would have been reported had thelgamation been completed on January 1, 2010sribrépresentative of future operating
results of the Company. The pro forma informatioeginot include any operating efficiencies or sasings that Level 3 may achieve with
respect to combining the companies.

Acquisition related costs include transaction cesish as legal, accounting, valuation, and otheflegsional services as well as
integration costs such as severance and retedtaquisition related costs have been recorded iingelgeneral and administrative expense in
the Company's consolidated statements of operati@vel 3 incurred total acquisition related traot&m costs of approximately $49 million
through December 31, 2011 . Level 3 incurred tatgjuisition related integration costs of approxeha$32 million through December 31,
2011 . In addition, Level 3 expects to incur adufiil integration related costs in 2012.

In connection with this transaction, Level 3 sigredoting agreement and stockholder rights agreemi¢m a subsidiary of Singapore
Technologies Telemedia Pte Ltd., STT Crossing C®TT Crossing "), the company that owned the migjasf Global Crossing's voting stock
prior to the Amalgamation, whereby STT Crossingedan favor of the transaction and was granteditite to designate three members to the
Level 3 Board of Directors.

Level 3 also adopted a Stockholder Rights Planrdtept its U.S. federal net operating losses fremain Internal Revenue Code
Section 382 limitations. This plan was designeddter trading that would result in a change oftiair{as defined in that Code Section), and
therefore protect the Company's ability to usdissorical federal net operating losses in thertitu

(3) Loss Per Share

The Company computes basic net loss per sharevidirdj net loss for the period by the weighted agernumber of shares of common
stock outstanding during the period. Diluted neslper share is computed by dividing net lossHereriod by the weighted average numb:
shares of common stock outstanding during the dexial including the dilutive effect of common stdlkt would be issued assuming
conversion or exercise of outstanding convertiloles, stock options, stock based compensation aveandl other dilutive securities. No such
items were included in the computation of dilutesisl per share in 2011, 2010 and 2009 because thpady incurred a loss from continuing
operations in each of these periods and the affdotlusion would have been anti-dilutive.

Effective after the close of trading on October2@11, the Company completed a 1 for 15 reversk siplit (see Note 1 -
Organization and Summary of Significant Accountitgicies). All per share and share data is pregdmteein on a split adjusted basis. The
effect of approximately 39 million , 52 million nd 45 million shares issuable pursuant to the uargeries of convertible notes outstanding at
December 31, 2011, 2010 and 2009 , respectivelye hat been included in the computation of dilutes$ per share because their inclusion
would have been anti-dilutive to the computationaddition, the effect of the approximately 4 noifli, 3 million , and 3 million outperform
stock options, restricted stock units and warraantstanding at December 31, 2011, 2010 and 208pectively, have not been included in the
computation of diluted loss per share because thdiision would have been anti-dilutive to the qgaration.
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(4) Dispositions

Level 3, through its two 50% owned joint-venturefaoe mines, one each in Montana and Wyoming, soéd primarily through long-
term contracts with public utilities. In Novembe¥12, Level 3 completed the sale of its coal mirbaginess to Ambre Energy Limited as part
of its long-term strategy to focus on core busirgssrations. As a result of the transaction, athefassets and liabilities associated with the
coal mining business have been removed from Legdd@ance sheet and the Company recognized agdfre transaction of approximately $
72 million that is included in the consolidatedtsiaents of operations within “Income from Discon#gd Operations". Results for 2011,
exclusive of the gain on the transaction, are igotificant. The financial results of the coal migibusiness are included in the Company's
consolidated results of operations through the dbgale, and all periods have been revised tecethe presentation within discontinued

operations.

The following amounts related to the operationthefcoal business and were derived from histofinahcial information and have
been segregated from continuing operations andtegbas discontinued operations in the Consolid&tatements of Operations (in millions):

Revenue

Cost of Revenue
Selling, General, and Administrative Costs
Depreciation and Amortization

Total Operating Expenses

Operating Loss

Other Income

Income (Loss) From Discontinued Operations
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(5) Property, Plant and Equipment
The components of the Company's property, plantgibment as of December 31, 2011 and 2010 ddlaws (dollars in millions):

Accumulated

Cost Depreciation Net
December 31, 2011
Land $ 195 $ — $ 19t
Land Improvements 73 (40) 33
Facility and Leasehold
Improvements 2,08¢ (980) 1,10¢
Network Infrastructure 7,931 (2,819 511
Operating Equipment 5,25¢ (3,689 1,56¢
Furniture, Fixtures and Office
Equipment 167 (239 28
Other 22 (21) 1
Construction-in-Progress 84 — 84
$ 1581+ $ (7,679 $ 8,13¢
December 31, 2010
Land $ 16C $ — $ 16C
Land Improvements 73 (42 31
Facility and Leasehold
Improvements 1,89¢ (887) 1,011
Network Infrastructure 5,63( (2,549 3,08¢
Operating Equipment 4,32: (3,387 941
Furniture, Fixtures and Office
Equipment 14& (239) 12
Other 22 (22 —
Construction-in-Progress 44 — 44
$ 12,29. $ (7,009 $ 5,28t

Land primarily represents owned assets of the camications business, including land improvementsitatzed business support
systems and network construction costs that hat/been placed in service have been classified mstieation-in-progress. As noted in Note 1
- Organization and Summary of Significant Accougtiolicies, the Company changed its lives assatiaith certain fixed assets which
resulted in a $ 74 million reduction in depreciatexpense during 2011.

Depreciation expense was $ 706 million in 201177% million in 2010 and $ 814 million in 2009 .
(6) Asset Retirement Obligations

The Company's asset retirement obligations coosisgal requirements to remove certain of its reknnfrastructure at the expiration
of the underlying right-of-way ("ROW") term and tesation requirements for leased facilities. Ther(any recognizes its estimate of the fair
value of its asset retirement obligations in thequkincurred in other long-term liabilities. Thaif value of the asset retirement obligation is
also capitalized as property, plant and equipmedttaen amortized over the estimated remainingulifiéd of the associated asset.

In 2011, the asset retirement obligations for detteased facilities were primarily increased [abllities assumed in the Global Crossing
acquisition. In 2010, the asset retirement oblayetifor certain leased facilities
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were increased by an insignificant amount due tsegl estimates of future obligations.

The following table provides asset retirement adtlign activity for the years ended December 31,128d 2010 (dollars in millions):

2011 2010
Asset retirement obligation at

January 1 $ 74 % 64
Accretion expense 9 8
Liabilities assumed in Global

Crossing acquisition 41 —
Liabilities settled 2 5)
Revision in estimated cash flows — 7
Effect of foreign currency rate

change $ @ $ —
Asset retirement obligation at

December 31 $ 121 $ 74

The balance as of January 1, 2010, activity forytrer ended December 31, 2010, and balance ascehfileer 31, 2010 have been rest
to exclude the reclamation liability of the disdaned operations of the coal mining business. Atdpeber 31, 2010, the excluded reclamation
liability of the discontinued operations of the kodning business was $105 million .

(7) Goodwill

The changes in the carrying amount of goodwill dgithe years ended December 31, 2011 and 201@ &éavs (dollars in millions):

Global Crossing

Level 3 Segment Segment Total
Balance as of January 1, 2010 $ 142¢ $ — $ 1,42¢
Accumulated Impairment Losses — — —
Effect of foreign currency rate change 2 — )
Balance as of December 31, 2010 1,427 — 1,427
Goodwill acquired in Global Crossing acquisition — 1,11( 1,11(
Accumulated Impairment Losses — — —
Effect of foreign currency rate change — 4 4
Balance as of December 31, 2011 $ 1427 $ 1114$ 2,541

The Company conducted its annual goodwill impairt@eralysis at December 31, 2011 and 2010 . Asudtrelsthe Company's annual
assessment, Level 3 concluded that its goodwill medsmpaired in 2011 or 2010 .
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(8) Acquired Intangible Assets

Identifiable acquisition-related intangible assetsof December 31, 2011 and December 31, 2010asgei@lows (dollars in millions):

Gross
Carrying Accumulated
Amount Amortization Net
December 31, 2011
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 77€¢  $ (571) $ 20t
Trademarks 55 (©)] 52
Patents and Developed Technology 15€ (89 69
98¢ (663) 32¢
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
$ 1,021 $ (663 $ 35¢€
December 31, 2010
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 74 $ (48t $ 25E
Patents and Developed Technology 14C (76) 64
88:¢ (564) 31¢
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
Wireless Licenses 20 — 20
$ 93t $ (569 $ 371

During the fourth quarter of 2011, the Company aaned its long-lived asset impairment analysis @etetrmined that the carrying
value of certain wireless spectrum licenses acduire prior acquisition was impaired and recogaiaes 20 million charge in Other Expense.

During the third quarter of 2010, the Company deteed that the useful life of certain customertietships and developed
technology should be reduced based on adverse méoconditions affecting customer attrition asstedawith these assets, which
prospectively increased amortization expense bycqapately $ 2 million during the year ended Decem®1, 2010.

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

Acquired finite-lived intangible asset amortizatiexpense was $ 99 million in 2011 , $ 95 millior2BL0 , and $ 92 million in 2009 .

At December 31, 2011, the weighted average remgaingeful lives of the Company's acquired finiteetihvintangible assets was 2.5
years for customer contracts and relationshifis,y&ars for patents and developed technology éhglears for trademarks.
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As of December 31, 2011 , estimated amortizatigpeasge for the Company’s finite-lived acquisitiofated intangible assets over the
next five years and thereafter is as follows (dslia millions):

2012 $ 91
2013 73
2014 61
2015 45
2016 28
Thereafter 28

$ 32¢

(9) Restructuring Charges

Changing economic and business conditions as weltganizational structure optimization efforts é@aused the Company to initiate
various workforce reductions resulting in involugtamployee terminations. The Company also hamied multiple workforce reductions
resulting from the integration of previously acgagircompanies. Restructuring charges totaled $ llibmj $ 2 million and $ 9 million in 2011,
2010 and 2009 , respectively.

During 2011 , as part of the Global Crossing Amalgton, the Company initiated workforce reductiprisnarily at the executive level.
As a result, the Company incurred a restructurimyge of $ 10 million .

During 2010 , the Company did not initiate any gfigant new workforce reduction plans.

During 2009 , the Company initiated a workforceuetibn of approximately 260 employees, or 5% of@wnpany's total employee
base. As a result of the 2009 workforce reductiba,Company incurred a restructuring charge ofdiiBon , all of which related to the
communications business. The workforce reductiefeged to multiple levels within the organizatiordaacross multiple locations within No
America. The terms of the workforce reduction, irthg the involuntary termination benefits to beaiged by affected employees, were
communicated by the Company in 2009. During 200@ Company paid approximately $ 21 million of ihuttary termination benefits for
affected employees in 2009, of which $ 9 milliofated to the Company's 2009 restructuring activitied $ 12 million related to restructuring
activities initiated in the fourth quarter of 2008.

As of December 31, 2011 , the Company has $ 5anillif assumed termination benefit liabilities ass@al with the Global Crossing
Amalgamation accounted for as part of the purcipaise.

The Company also has accrued contract terminatiets ©f $ 43 million (including $ 18 million of cizsassociated with the Global
Crossing Amalgamation) and $ 30 million as of DebenB1, 2011 and December 31, 2010 , respectif@iyacility lease costs, that the
Company continues to incur without economic benéfitrued contract termination costs are recordeather liabilities (current and non-
current) in the consolidated balance sheets. Thpaoy expects to pay the majority of these costaigh 2025. The Company recognized a
benefit of approximately $ 3 million and $ 5 milian 2011 and 2010 , respectively, and incurredggmof $ 1 millionin 2009 as the Compa
ceased using additional facilities as a resuleasé modifications. The Company records chargesofuract termination costs within selling,
general and administrative expenses in the coratelidstatements of operations. The additional aohtermination costs associated with the
Global Crossing Amalgamation were recorded at thejuisition date fair value.

(10) Fair Value of Financial Instruments

The Company'’s financial instruments consist of casth cash equivalents, restricted cash and sexgjritccounts receivable, accounts
payable, interest rate swaps and long-term debluging the current portion) as of December 31,1284d 2010 . The Company also had
embedded derivative contracts included in its faiaposition as of December 31, 2009 . The cagyialues of cash and cash equivalents,
restricted cash and securities, accounts receivab&®unts payable and capital leases and othudities approximated their fair values at
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December 31, 2011 and 2010 . The interest rate setagh embedded derivative contracts are recordéxiconsolidated balance sheets at fair
value. See Note 11 - Derivative Financial Instrutaefhe carrying value of the Company’s long-tembtdincluding the current portion,
reflects the original amounts borrowed net of undined discounts, premiums and debt discounts aml®8.5 billion and $ 6.4 billion as of
December 31, 2011 and 2010 , respectively.

GAAP defines fair value as the price that woulddeeived from selling an asset or paid to tranafiéability in an orderly transaction
between market participants at the measurement\déten determining the fair value measurementagsets and liabilities required to be
recorded at fair value, the Company considers timeipal or most advantageous market in which itilddransact and considers assumptions
that market participants would use when pricingabget or liability, such as inherent risk, transéstrictions, and risk of nonperformance.

Fair Value Hierarchy

GAAP establishes a fair value hierarchy that rezgian entity to maximize the use of observabletgrand minimize the use of
unobservable inputs when measuring fair value.falmesalue measurement of each class of assethahilities is dependent upon its
categorization within the fair value hierarchy, édsipon the lowest level of input that is signifitto the fair value measurement of each class
of asset and liability. GAAP establishes three Igwé inputs that may be used to measure fair value

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

Level 2—Observable inputs other than Level 1 prices sgofumted prices for similar assets or liabilitiggpted prices in markets
with insufficient volume or infrequent transactidiesss active markets); or model-derived valuationshich all significant inputs are

observable or can be derived principally from araborated by observable market data for substintiee full term of the assets or liabilities.

Level 3—Unobservable inputs to the valuation methodoldgy aire significant to the measurement of fair @alfiassets or liabilities.
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The table below presents the fair values for eda$sf Level 3's liabilities measured on a reagribasis as well as the input levels
used to determine these fair values as of DeceBhe2011 and 2010 :

Fair Value Measurement Using

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

(dollars in millions)

Liabilities Recorded at Fair
Value in the Financial
Statements:

Derivatives:

Interest Rate Swap Liabilitie:

(included in other non-curretr

liabilities) $ 9N $ 10€ $ — — ¢ 9 $ 10¢
Embedded Derivatives

in Convertible Debt (included

in other noneurrent liabilities’ — — — — — —

Total Derivative Liabilities
Recorded at Fair Value in
the Financial Statements $ 90 $ 10¢ $ — % — % 9C $ 10¢

Liabilities Not Recorded at
Fair Value in the Financial
Statements:

Long-term Debt, including the
current portion:

Senior Notes $ 4,71¢ % 2,88t % 4,82: % 2,78 % — % —
Convertible Notes 93¢ 1,78¢ 247 697 834 1,18¢
Term Loans 2,567 1,67¢ 2,51¢ 1,632 — —
Commercial Mortgage 65 67 — — 73 79
Capital Leases and Other 162 29 — — 162 29

Total Long-term Debt,

including

the current portion: $ 8,45( $ 6,44¢ $ 7,581 $ 511¢ $ 1,07C $ 1,29i

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

The interest rate swaps are measured in accoraéticehe GAAP Fair Value Measurements and Disclesguidance using
discounted cash flow techniques that use observaai&et inputs, such as LIBOR-based forward yieldres, forward rates, and the specific

swap rate stated in each of the swap agreemergsembedded derivative contracts are priced usimgtsrnthat are observable in the market,
such as the Company'’s stock price, risk-free ister@te and other contractual terms of certaimef@ompany’s convertible senior notes.
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Senior Notes

The estimated fair value of the Company’s SenioteN@pproximated $4.8 billion and $2.8 billion adember 31, 2011 and 2010 ,
respectively, based on market prices. The fairevalueach instrument was based on the Decemb@031,and 2010 trading quotes as
provided by large financial institutions that tradehe Company’s securities. The pricing quotes/mted by these market participants
incorporate spreads to the Treasury curve, seaifpon (which ranges from LIBOR plus 2.25% to I5% ), corporate and security credit
ratings, maturity date (ranging from 2014 to 20489 liquidity, among other security characteristind relative value at both the borrower
entity level and across other securities of sintidams.

The 11.875% Senior Notes due 2019 are obligatibttseoCompany and are not guaranteed by its subyf@di The remaining Senior
Notes are obligations of Level 3 Financing, Inad ane fully and unconditionally guaranteed by Le¥€ommunications, Inc., and with resp
to the 9.375% Senior Notes due 2019, are also &ty unconditionally guaranteed by Level 3 Commatinnis, LLC, which is a first tier,
wholly owned subsidiary of Level 3 Financing, Inc.

Convertible Notes

The estimated fair value of the Company’s activtedgled 6.5% Convertible Senior Notes due 2016 ywpsoximated $247 million at
December 31, 2011 . The estimated fair value ®Qbmpany’s actively traded Convertible Notes we&7dmillion at December 31, 2010 ,
including the notes above as well as the 5.25% Exiile Senior Notes due 2011 and the 3Géfivertible Senior Notes due 2012, which w
redeemed in the first and fourth quarters, respelgti of 2011. The fair value of the Company’s aely traded Convertible Notes is based on
the trading quotes as of December 31, 2011 andrbleee31, 2010 provided by large financial institag that trade in the Company’s
securities. The estimated fair value of the Comfma@pnvertible Notes that are not actively tradad;h as the 7% Convertible Senior Notes
due 2015, the 7% Convertible Senior Notes due 28&Ees B, and the 15% Convertible Senior Notes2@1&, approximated $ 834 million at
December 31, 2011 . A portion of the Company’s XB8fivertible Senior Notes due 2013 were convedeztjuity during the third quarter of
2011, as discussed in Note 12 - Long-Term DebDétember 31, 2010 , the estimated fair value oftbpany’s Convertible Notes that are
not actively traded included the above notes aa®# Convertible Senior Discount Notes due 2013¢ckvivere redeemed in the first quarter
of 2011, was $1.2 billion . To estimate the fatue of the Convertible Notes that are not activedged, Level 3 used a Black-Scholes
valuation model and an income approach using digteolucash flows. The most significant inputs affecthe valuation are the pricing quotes
provided by market participants that incorporatesags to the Treasury curve, security coupon (ranfiom 7% to 15% ), convertible
optionality, corporate and security credit ratingsturity date (ranging from 2013 to 2015), liqtydiand other equity option inputs, such as
risk-free rate, underlying stock price, strike prief the embedded derivative, estimated volatilitd maturity inputs for the option component
and for the bond component, among other secur#yaaieristics and relative value at both the boerogntity level and across other securities
with similar terms. The fair value of each instrurhis obtained by adding together the value derlwediscounting the security’s coupon or
interest payment using a risk-adjusted discouetaatl the value calculated from the embedded eqptign based on the estimated volatility
of the Company’s stock price, conversion rate efghrticular Convertible Note, remaining time totungy, and risk-free rate.

The Convertible Notes are unsecured obligatioriseotl 3 Communications, Inc. No subsidiary of Le¥¢€ommunications, Inc. has
provided a guarantee of the Convertible Notes.

Term Loans

The fair value of the Term Loans was approxima$yb billion and $1.6 billion at December 31, 2@t 2010 , respectively. The
fair value of each loan is based on the DecembgP@11 and 2010 trading quotes as provided by langacial institutions that trade in the
Company’s Term Loans. The pricing quotes providgthiese market participants incorporate LIBOR clexpectations, interest spread,
corporate and loan credit ratings, maturity datar® 2014 and September 2018) and liquidity, amathgr loan characteristics and relative
value across other instruments of similar terms ifiterest spread, for the $1.4 billion TrancheeXri Loan is LIBOR
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plus 2.25% (aggregate principal value), LIBOR plua5% with a LIBOR floor of 1.5%or the Tranche B Il and Tranche B Il Term Loaasd
LIBOR plus 8.5% for the $280 million Tranche B Tekman (aggregate principal value) with a LIBOR flad 3.0% , which was pre-paid on
November 10, 2011. See Note- Long-Term Debt for details.

The Term Loans are secured by a pledge of theyemti@rests in certain domestic subsidiaries ofdl@/Financing, Inc. and 65% of
the equity interest in Level 3 Financing, Inc.’sn@dian subsidiary, Level 3 GC Limited, and liengtoa assets of Level 3
Communications, Inc. and certain domestic subsebasf Level 3 Financing, Inc. In addition, LeseCommunications, Inc. and certain
domestic subsidiaries of Level 3 Financing, Inazéhprovided full and unconditional guarantees efabligations under the Term Loans.

Commercial Mortgage

The fair value of the Commercial Mortgage was apjnately $73 million and $ 79 million at Decembdr, 2011 and 2010 ,
respectively, as compared to the carrying amouirs65 million and $67 million , respectively. TR®@mmercial Mortgage is not actively
traded and its fair value is estimated by managémging a valuation model based on an income appro&@he significant inputs used to
estimate fair value of this debt instrument usiiggdunted cash flows include the anticipated scleednortgage payments and observable
market yields on other actively traded debt of Emtharacteristics and collateral type.

The Commercial Mortgage is a secured obligatioHQfRealty, Inc., a wholly owned subsidiary of then@pany. HQ Realty, Inc.’s
obligations under the Commercial Mortgage are sstby a first priority lien on the Company’s headdars campus located at 1025 Eldorado
Boulevard, Broomfield, Colorado 80021 and certa{@ Realty, Inc. cash and reserve accounts.

The assets of HQ Realty, Inc. are not availabkatsfy any third party obligations other than #no$ HQ Realty, Inc. In addition, the
assets of the Company and its subsidiaries otlertQ Realty, Inc. are not available to satisfydbkgations of HQ Realty, Inc.

(11) Derivative Financial Instruments

The Company uses derivative financial instrumegntisparily interest rate swaps, to manage its exposufluctuations in interest rate
movements. The Company’s primary objective in mangamterest rate risk is to decrease the volgtoitits earnings and cash flows affected
by changes in the underlying rates. To achievedbjsctive, the Company enters into financial datiixes, primarily interest rate swap
agreements, the values of which change in the aygpdisection of the anticipated future cash flowlhe Company has floating rate long-term
debt (see Note 12 - Long-Term Debt). These obligatexpose the Company to variability in interestrpents due to changes in interest rates.
If interest rates increase, interest expense iseeaConversely, if interest rates decrease, sitespense also decreases. The Company has
designated its interest rate swap agreements hglomshedges. Swaps designated as cash flow hedgelse the receipt of variable-rate
amounts from a counterparty in exchange for the @om making fixedate payments over the lives of the agreementowitaxchange of tr
underlying notional amount. The change in thealue of the interest rate swap agreements iscteflein Accumulated Other Comprehensive
Income (Loss) (“AOCI”) and is subsequently recléisdiinto earnings in the period that the hedgadgaction affects earnings, due to the fact
that the interest rate swap agreements qualifyfastive cash flow hedges. The Company does notlesgative financial instruments for
speculative purposes.

In March 2007, Level 3 Financing Inc., the Companyholly owned subsidiary, entered into two interage swap agreements to
hedge the interest payments on $1 billion noti@mabunt of floating rate debt. The two interest mat@p agreements are with different
counterparties and are for $500 millieach. The transactions were effective beginningygrl 2007 and mature in January 2014. The Com
uses interest rate swaps to convert specific vigriate debt issuances into fixed rate debt. Uttteterms of the interest rate swap
transactions, the Company receives interest payeEsed on rolling three month LIBOR terms and piatgsest at the fixed rate of 4.93%
under one arrangement and 4.92% under the othex.Cbmpany evaluates the effectiveness of the lsedge
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on a quarterly basis. The Company measures eféars by offsetting the change in the variableigodf the interest rate swaps with the
changes in interest expense paid due to fluctusfiothe LIBOR -based interest rate. During thequkr presented, these derivatives were used
to hedge the variable cash flows associated wittiag obligations. The Company recognizes anyfeative portion of the change in fair va

of the hedged item in the consolidated statemdntperations. All components of the interest ratass were included in the assessment of
hedge effectiveness. Hedge ineffectiveness foCthmpany’s cash flow hedges was not material inpgTiod presented.

The Company did not have a remaining liability &ssted with its equity conversion rights as of Daber 31, 2011 and the fair value
of the embedded derivative liability at DecemberZ110was not significant. Changes in these derivatiessited in the Company recogniz
no gain, a $10 million gain and a $ 14 million gionthe years ended December 31, 2011 , 2010 @08, 2espectively.

The Company is exposed to credit related losstweirvent of non-performance by counterparties.cthumterparties to any of the
financial derivatives the Company enters into asgominstitutions with investment grade creditmgg. The Company evaluates counterparty
credit risk before entering into any hedge trarieacnd continues to closely monitor the finanamarket and the risk that its counterparties
will default on their obligations. This credit risgk generally limited to the unrealized gains ialsgontracts, should any of these counterparties
fail to perform as contracted.

Amounts accumulated in AOCI related to derivatiges indirectly recognized in earnings as perioditieaments occur throughout the
term of the swaps, when the related interest pajsreme made on the Company’s variable-rate debbf Aecember 31, 2011 and 2010 , the
Company had the following outstanding derivativest tvere designated as cash flow hedges of intextestisk:

Number of Notional
Interest Rate Derivative Instruments (dollars in millions)
Interest rate swaps Two $ 1,00(

The table below presents the fair value of the Camgfs derivative financial instruments as well lagitt classification on the
consolidated balance sheets as follows (dollarsiltions):

Liability Derivatives

December 31, 2011 December 31, 2010
Derivatives designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Cash flow hedging contracts Other noncurrent liabilities  $ 9C Other noncurrent liabilities  $ 10€

Liability Derivatives

December 31, 2011 December 31, 2010
Derivatives not designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Embedded equity conversion rights Other noncurrent liabilities  $ — Other noncurrent liabilities  $ =

The amount of gains (losses) recognized in Otlwen@ehensive Loss consists of the following (dsliarmillions):
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December 31,

Derivatives designated as hedging instruments 2011 2010

Cash flow hedging contracts $ 18 3 (16)

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

Year Ended December 31,
Derivatives designated as hedging instruments Income Statement Location 2011 2010
Cash flow hedging contracts Interest Expense $ 46 $ 46

Changes in the fair value of interest rate swagfgdated as hedging instruments of the variahilitgash flows associated with
floating-rate, long-term debt obligations are repdrin AOCI. These amounts subsequently are refiasmto interest expense as a yield
adjustment of the hedged debt obligation in theespariod in which the related interest on the flaatate debt obligations affects earnings.
Amounts currently included in AOCI will be reclafésd to earnings prior to the settlement of themehdlow hedging contracts in 2014. The
Company estimates that $46 million of net lossetherinterest rate swaps (based on the estima@RIcurve as of December 31, 2024ill
be reclassified into earnings within the next tveetironths. The Company’s interest rate swap agretsrdesignated as cash flow hedging
contracts qualify as effective hedge relationshépsl as a result, hedge ineffectiveness was narrakin any of the periods presented.

The effect of the Company’s derivatives not desigdas hedging instruments on net loss is as fsli@ollars in millions):

Derivatives not designated as Location of Gain Recognized in
hedging instruments Income/Loss on Derivative 2011 2010 2009
Embedded equity conversion rigt Other Income (Expense)—Other, net $ — 3 10 $ 14
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(12) Long-Term Debt

As of December 31, 2011 and December 31, 2010g;term debt was as follows:

December 31,

December 31,

(dollars in millions) 2011 2010
Senior Secured Term Loan* $ 2,60 $ 1,68(
Senior Notes due 2014 (9.25%) 807 1,25(
Floating Rate Senior Notes due 2015 (4.202% asecEbber 31, 2011 and 4.344% as of
December 31, 2010) 30C 30C
Senior Notes due 2017 (8.75%) 70C 70C
Senior Notes due 2018 (10.0%) 64C 64C
Senior Notes due 2019 (11.875%) 60t —
Senior Notes due 2019 (9.375%) 50C —
Senior Notes due 2019 (8.125%) 1,20( —
Convertible Senior Notes due 2011 (5.25%) — 19¢
Convertible Senior Notes due 2012 (3.5%) — 294
Convertible Senior Notes due 2013 (15.0%) 272 40C
Convertible Senior Discount Notes due 2013 (9.0%) — 29t
Convertible Senior Notes due 2015 (7.0%) 20C 20C
Convertible Senior Notes due 2015 Series B (7.0%) 27¢ 27¢
Convertible Senior Notes due 2016 (6.5%) 201 201
Commercial Mortgage due 2015 (9.86%) 65 67
Capital Leases 131 29
Other 32 —
Total Debt Obligations 8,52¢ 6,52
Unamortized (Discount) Premium:
Discount on Senior Secured Term Loan due 2014 (33 @
Premium on Senior Notes due 2014 (9.25%) 3 7
Discount on Senior Notes due 2018 (10.0%) (11) 12
Discount on Senior Notes due 2019 (11.875%) (20 —
Discount on Senior Notes due 2019 (9.375%) (9) —
Discount on Senior Notes due 2019 (8.125%) 9) —
Discount on Convertible Senior Notes due 2011 @&P5 — (20
Discount on Convertible Senior Notes due 2012 (3.5% — (29
Discount on Convertible Senior Notes due 2015 (7.0% 2 3
Discount due to embedded derivative contracts @) (21
Total Unamortized (Discount) Premium (78) (79)
Carrying Value of Debt 8,45( 6,44¢
Less current portion (65) (180)
Long-term Debt, less current portion $ 8,38t $ 6,26¢

* The interest rate after the effect of the intérase swap was 2.65% and 2.54% for the $ 1 billind $ 400 million tranches of the term
loan as of December 31, 2011 and December 31, 2@Hpectively. The $ 280 million Tranche B Termahavas prepaid in November
2011 and had an interest rate of 11.5% as of Deeef3sth 2010. The $ 650 million Tranche B Il Termahadue 2018 and $ 550 million
Tranche B Il Term Loan due 2018 that were issuetthé fourth quarter of 2011 had an interest rate ©6% as of December 31, 2011 .
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The major debt obligations of Global Crossing thiate outstanding at the time of the Amalgamatiorevpaid during the fourth
quarter of 2011. As of December 31, 2011 , $ 3%onilof other debt acquired was outstanding, amedatverage interest rate on the other debt
was 9.41% .

2011 Debt Issuance and Related Redemptions

During the fourth quarter of 2011, in connectiothathe closing of the Amalgamation (See Note 2 eriis Associated with the
Amalgamation of Global Crossing), Level 3 Financilng. amended its existing credit agreement tariga additional $ 650 million of
borrowings through an additional tranche. The Camgdaorrowed the Tranche B Il Term Loan from investat a price of 99% of its principal
amount. The net discount of approximately $ 7 wnillivas reflected as a reduction in long-term debtia being amortized as interest expense
over the term of the Tranche B Il Term Loan usimg éffective interest method. The Tranche B |l Teoan accrues interest at 4.25% plus
LIBOR , (with a LIBOR minimum of 1.5% ), with intest payments due quarterly. The Tranche B Il Teo@anLwill mature on September 1,
2018. The net proceeds from the Tranche B Il TecarLwere used to refinance certain existing inabtgss of Global Crossing and for
general corporate purposes.

Additionally, during the fourth quarter of 2011,ue# 3 Financing, Inc. amended its existing credrie@ment to incur an additional $
550 million of borrowings through an additionalrtche. The Company borrowed the Tranche B Ill TeoarLfrom investors at a price of 95%
of its principal amount. The net discount of appmtetely $ 28 million was reflected as a reductinmang-term debt and is being amortized as
interest expense over the term of the Tranche Bdtim Loan using the effective interest method. Thenche B Il Term Loan will accrue
interest at 4.25% plus LIBOR , (with a LIBOR minimuwf 1.5% ), with interest payments due quartérlye Tranche B Il Term Loan will
mature on September 1, 2018. The net proceedstfrefiranche B Ill Term Loan were used along witbhcan hand to refinance the $ 280
million Tranche B Term Loan that was outstandindesthe existing senior secured credit facility #mel$ 274 million aggregate principal
amount of Level 3 Communications, Inc.'s 3.5% Cotivie Senior Notes due 2012. Debt issuance cdsipproximately $ 14 million and $ 8
million for the Tranche B Il and Tranche B IIl Telnoans, respectively, were capitalized and aregbamortized over the term of these Term
Loans using the effective interest rate method.

During the second quarter of 2011, Level 3 Esciow., an indirect, wholly owned subsidiary of Le@Communications, Inc., issued
$600 million in aggregate principal amount of it&% Senior Notes due 2019 (the “ 8.125% Senidedpat a price of 99.264% of their
principal amount. The debt issuance discount of@pmately $4 million was reflected as a reductiotong-term debt and is being amortized
as interest expense over the beginning initial teftthe 8.125% Senior Notes using the effectiveriggt method. As a result of certain
conditions that could have required Level 3 Escrmw, to redeem the notes on or before April 1@, 2@iscussed further below, the initial
term of the 8.125% Senior Notes was deemed torbegh April 2012. When the contingency was resoltkd Company reclassified these
notes into long-term debt and the remaining reldidut issuance discount is being amortized aseastexpense over the remaining term of the
8.125% Senior Notes.

Additionally, during the third quarter of 2011, Leh8 Escrow, Inc. issued an additional $600 millioaggregate principal amount of
its 8.125% Senior Notes due 2019 under the sanantace as the 8.125%enior Notes, which are treated under that inderasra single seri
of notes. The new 8.125% Senior Notes due 2019 prized to investors at 98.545% of their principalount, plus accrued interest from June
9, 2011 when the original notes were issued, atidwaiture on July 1, 2019. The debt issuance distofiapproximately $9 million was
reflected as a reduction in long-term debt anceiadpamortized as interest expense over the beygjrinitial term of the 8.125% Senior Notes
using the effective interest method. As a resuttesfain conditions that could have required L&/&lscrow, Inc. to redeem the $1.2 billion of
8.125% Senior Notes on or before April 10, 2018, ithitial term of these notes was deemed to beutiird\pril 2012. When the contingency
was resolved in connection with the Amalgamatibe, Company reclassified these notes into long-téeht and the remaining related debt
issuance discount is being amortized as intergstrese over the remaining term of the 8.125% Sehibes.
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The gross proceeds from the offering of the 8.1Zior Notes were deposited into a segregatedwsaeoount and remained in
escrow until the date of the satisfaction of carescrow conditions including, but not limited tiee substantially concurrent consummation of
the Amalgamation and the assumption of the 8.126%d8 Notes by Level 3 Financing, Inc. (the “Nofessumption”). In conjunction with
the completion of the Amalgamation on October 4,2(kee Note 2 - Events Associated with the Amalggaom of Global Crossing), the
escrow conditions were satisfied. Debt issuancesadsapproximately $ 32 million were capitalizettaare being amortized over the term of
the 8.125% Senior Notes using the effective intaiae method.

During the first quarter of 2011, the Company’s Whowned subsidiary, Level 3 Financing, Inc. isd 500 million aggregate
principal amount of its 9.375% Senior Notes due@Qthe “ 9.375% Senior Notes”) at a price of 98 %0df their principal amount. The net
proceeds from the offering, were used to redeewriop of Level 3 Financing, Inc.’s outstanding 72 Senior Notes due 2014 during the
second quarter of 2011. The debt issuance disadwagproximately $10 million was reflected as aurettbn in long-term debt and is being
amortized as interest expense over the term d.8185%Senior Notes using the effective interest methaghtlssuance costs of approxima
$11 million were capitalized and are being amodiager the term of the 9.375% Senior Notes usiegeffective interest rate method.

Additionally, during the first quarter of 2011, two separate transactions, Level 3 Communicatimms,issued a total of $605 million
aggregate principal amount of its 11.875% Senidesldue 2019 (* 11.875% Senior Notes”). The Compssiyed a portion of its 11.875%
Senior Notes to investors at a price of 98.173%eir principal amount. The net proceeds from Hsai@ance of the 11.875% Senior Notes,
which included an $11 million debt issuance dis¢puwere used to redeem the Company’s 5.25% Colne$ienior Notes due 2011 and
exchange the 9% Convertible Senior Discount Notes2D13 during the first quarter of 2011. Thedistount of approximately $11 million
was reflected as a reduction in long-term debtiarting amortized as interest expense over tihe ¢éthe 11.875% Senior Notes using the
effective interest method. Debt issuance costppfaimately $8 million were capitalized and arénigeamortized over the term of the
11.875% Senior Notes using the effective interats method.

2011 Debt Redemptions, Exchanges, and Conversions

In the fourth quarter of 2011, the Company redeethedemaining aggregate principal amount of &/@Convertible Senior Notes
due 2012 and prepaid the $ 280 million Tranche Brileoan under the existing secured credit agreendm® Company recognized a loss on
extinguishment of $ 12 million and $ 15 million asmted with the redemption and prepayment of t&63Senior Convertible Notes due 2012
and the Tranche B Term Loan, respectively.

In the third quarter of 2011, the Company repuretasgpproximately $20 million of its 3.5% ConveréitBenior Notes due 2012 at a
price of 98.875% of the principal amount. The Compeecognized a loss on extinguishment of less $iamillion .

Additionally, in the third quarter of 2011, certdinlders converted approximately $128 million af thompany's 15% Convertible
Senior Notes due in 2013 to common equity. Uporvemsion, the Company issued an aggregate of apped&ly 5 million shares of Level 3's
common stock on a split adjusted basis, represgitttm approximately 37 shares per $1,000 notevihich the notes were then convertible.
The Company also paid an aggregate of approxim&2dymillion in cash, equivalent to $225 per $1,800, representing interest that would
have been due from conversion through the matdetg, which was recognized as a loss on induceamehincluded in the loss on
extinguishment of debt. Following the partial corsien of the 15% Convertible Senior Notes, apprataty $272 million principal amount of
the 15% Convertible Senior Notes due in 2013 reroatstanding. The 15% Convertible Senior Notesid)13 are not callable prior to
maturity in January 2013.
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In the second quarter of 2011, in connection withissuance of the 9.375% Senior Notes due 20¢6ther with cash on hand, the
Company redeemed approximately $443 million aggeegdncipal amount of its 9.25% Senior Notes d0&&at a price of 104.625% of the
principal amount. The Company recognized a lossximguishment for the portion of the aggregatagipal amount of its 9.25% Senior
Notes due 2014 retired of approximat$23 million .

In the first quarter of 2011, in connection witte tissuance of the 11.875% Senior Notes due 20&Cdmpany redeemed the
outstanding $196 million aggregate principal amafré.25% Convertible Senior Notes due 2011 afeepf 100.75%0f the principal amour
and exchanged the outstanding $295 million aggeeg@ncipal amount of 9% Convertible Senior DisctoNptes due 2013. The Company
recognized a loss of $20 million as a result ofrg@emption of the 5.25% Convertible Senior Notaes #8011 and the exchange of the 9%
Convertible Senior Discount Notes due 2013.

2010 Debt Issuances

During the third quarter of 2010, the Company issh75 million aggregate principal amount of it8%.Convertible Senior Notes
due 2016 (the “ 6.5% Convertible Senior Notes”)e Het proceeds from the issuance of the 6.5% CbtbleBenior Notes were approximately
$170 million after deducting debt issuance costEdnnection with the issuance of the Company’$w6Convertible Senior Notes, the
Company granted an overallotment option to the omdeers to purchase up to an additional $26 millaggregate principal amount of these
notes less the underwriting discount. The undeersiexercised the overallotment option in full dgrthe fourth quarter of 2010, and the
Company received net proceeds of approximatelySb@filion , after deducting underwriting discouaisd commissions. The 6.5%
Convertible Senior Notes will mature on Octobe?@16 and have an interest rate of 6.5% per anndmimterest payable semiannually on
April 1 and October 1, beginning April 1, 2011. Dé&suance costs of approximately $6 million weapitalized and are being amortized over
the term of the 6.5% Convertible Senior Notes udimegeffective interest rate method.

During the first quarter of 2010, Level 3 Finangihag. issued $640 million in aggregate principaloaint of its 10% Senior Notes due
2018 (the “ 10% Senior Notes”) in a private offgriThe net proceeds from the issuance of the 108ioSNotes were $613 million after
deducting a $13 million discount and approximat&ly million of debt issuance costs. The net proseeste used to fund Level 3
Financing, Inc.’s purchase of its 12.25% Seniordsatue 2013 (the “ 12.25% Senior Notes”) in a caec tender offer and consent
solicitation. The 10% Senior Notes will mature agbFuary 1, 2018 and are guaranteed by Level 3 Carnwations, Inc. and Level 3
Communications, LLC (see Note 17—Condensed Coretirig Financial Information). Interest on the natesrues at 10% per year and is
payable on February 1 and August 1 of each yeaginbisg August 1, 2010.

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

2010 Tender Offer

In the first quarter of 2010, Level 3 Financings.lsommenced a tender offer to purchase for caglaad all of the outstanding $550
million aggregate principal amount of its 12.25%i®e Notes for a price equal to $1,080 per $1,008cipal amount of the notes, which
included $1,050 as the tender offer considerat@h®80 as a consent payment (the “ 12.25% Tender'®fin connection with the 12.25%
Tender Offer, Level 3 and Level 3 Financing, ImaiGted consents to certain proposed amendmertetindenture governing the 12.25%
Senior Notes to eliminate substantially all of doenants, certain repurchase rights and certantswf default and related provisions
contained in the indenture.

Holders of the 12.25% Senior Notes, representimyagimately 99.4% of the aggregate principal amafrthe outstanding 12.25%
Senior Notes, participated in the tender offerthf& expiration of the tender offer, an aggregatecgral amount of approximately $547 million
of notes had been tendered. The Company redeemed in
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full the remaining $3 million aggregate principéltioe 12.25% Senior Notes, at a redemption priegkp 106.125% of the principal amount
thereof, plus accrued and unpaid interest.

The Company recognized a loss associated with2i#25% Tender Offer of approximately $55 million .
2010 Debt Repayments and Repurchases

In the third quarter of 2010, the Company repa@$88 million aggregate principal amount of its75®% Convertible Senior Notes
due 2010 that matured on July 15, 2010.

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

In the first quarter of 2010, the Company repaitl3nillion aggregate principal amount of its @énvertible Subordinated Notes ¢
2010 that matured on March 15, 2010. In additiorvarious transactions during the first quarte2010, the Company repurchased $3 million
in aggregate principal amount of 5.25% Convertiémior Notes due 2011, the remaining $3 millioit©10.75% Senior Notes due 2011, and
$2 million aggregate principal amount of 2.875% @antible Senior Notes due 2010. Repurchases watkerat prices to par ranging from
95% to 100% , and the Company recognized a nebloskese repurchases of less than $1 million .

Senior Secured Term Loans due 2014 and 2(

On March 13, 2007, Level 3 Communications, Incgaarantor, Level 3 Financing, Inc., as borroweertll Lynch Capital Corporation,
as administrative agent and collateral agent, anighio other agents and certain lenders enteredai@redit Agreement, pursuant to which the
lenders extended a $ 1.4 billion senior secured tean to Level 3 Financing, Inc.. The $ 1.4 billigenior secured term loan has an interes
of LIBOR plus an applicable margin of 2.25% per@amn In addition, during the second quarter of 20@¥el 3 Financing, Inc. amended and
restated its existing senior secured Credit Agregrteincrease the borrowings through the creatiom $ 280 million Tranche B Term Loan
with a current interest rate of LIBOR plus 8.5% panum, with LIBOR set at a minimum of 3.00% . Bemior secured term loan ("Senior
Secured Term Loan due 2014") matures on March B4 2with the exception of Tranches B Il and BTildrm Loans as described below.

The borrower has the option of electing one, thicgé or six month LIBOR at the end of each intepestod and may elect different
options with respect to different portions of tten®r Secured Term Loan due 2014. Interest is gayalrash at the end of each LIBOR pel
elected in arrears, beginning July 13, 2007, predithat in the case of a six month interest pefitdrim interest payments are required at the
end of the first three months. The interest rat& drbillion of the Senior Secured Term Loan dugffesets quarterly and was 2.65% and
2.54% as of December 31, 2011 and 2010 , respéctiliee interest rate on $ 400 million resets gerdytand was 2.65% and 2.54% as of
December 31, 2011 and 2010 , respectively. Thedsteate on the remaining $ 280 million of theiSeBecured Term Loan due 2014 issued
in the second quarter of 2009 and prepaid in Noverab11 was 11.5% as of December 31, 2010 .

Level 3 Financing, Inc.'s obligations under thisrtdoan are, subject to certain exceptions, sechyezkrtain assets of the Company and
certain of the Company's material domestic subsatidhat are engaged in the telecommunicationséss.

The Senior Secured Term Loan due 2014 includeainaregative covenants which restrict the abilitghe Company, Level 3 Financir
Inc. and any restricted subsidiary to engage itagegctivities. The Senior Secured Term Loan dM42also contains certain events of default.
It does not require the Company or Level 3 Finagcinc. to maintain specific financial ratios ohet financial metrics.
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The Company used a portion of the original net pedls after transaction costs to repay Level 3 Eingninc.'s $ 730 million Senior
Secured Term Loan due 2011 under that certaintcagdeement dated June 27, 2006. In addition, tiregany used a portion of the net
proceeds to fund the purchase of certain of itstieyg debt securities.

Debt issuance costs for the $ 1.4 billion trana@a secured term loan of $ 22 million were cdjziéal and are being amortized to
interest expense over the term of the Senior Sdcleem Loan due 2014 using the effective interesthimd. As a result of amortization, the
capitalized debt issuance costs have been redack million at December 31, 2011 .

On October 4, 2011, in connection with the clogifithe Amalgamation (See Note 2 - Events Associati¢il the Amalgamation of
Global Crossing), Level 3 Financing, Inc. amendsetkisting credit agreement to incur an additidh&50 million of borrowings through an
additional Tranche. The Company borrowed the Trari&hl Term Loan from investors at a price of 99¢%4t® principal amount. The net
discount of approximately $ 7 million was reflectesla reduction in long-term debt and is being &izest as interest expense over the term of
the Tranche B Il Term Loan using the effective it method. The Tranche B Il Term Loan accruesést at 4.25% plus LIBOR , (with a
LIBOR minimum of 1.5% ), with interest payments dyearterly. Tranche B Il Term Loan will mature oepfember 1, 2018. The net proceeds
from the Tranche B Il Term Loan were used to refo®ecertain existing indebtedness of Global Crgssirconnection with the consummation
of the Amalgamation and for general corporate psego

Additionally, on November 10, 2011, Level 3 Finarg;ilnc. amended its existing credit agreememdari an additional $50 million
of borrowings through an additional Tranche. ThenPany borrowed the Tranche B Il Term Loan fromestors at a price of 95% of its
principal amount. The net discount of approxima#&B8 million was reflected as a reduction in Idagn debt and is being amortized as
interest expense over the term of the Tranche Bdtim Loan using the effective interest method. Thenche B Il Term Loan will accrue
interest at 4.25% plus LIBOR , (with a LIBOR minimuwf 1.5% ), with interest payments due quartérlye Tranche B Il Term Loan will
mature on September 1, 2018. The net proceedstfrefiranche B Ill Term Loan were used along witbhcan hand to prepay the $ 280
million Tranche B Term Loan that was outstandingesthe existing senior secured credit facility #mel$ 274 million aggregate principal
amount of Level 3 Communications, Inc.'s 3.5% Cotivie Senior Notes due 2012. Debt issuance cdsapproximately $ 14 million and $ 8
million for the Tranche B Il and Tranche B IIl Telnoans, respectively, were capitalized and aregamortized over the term of the Term
Loans using the effective interest rate method.it@bged debt issuance costs for the Tranche Bidl ranche B Il Term Loans remained at$
14 million and $ 8 million at December 31, 201kpectively.

As of December 31, 2011, the discounts remainintherTranche B Il and Tranche B Ill Term Loans, &6 million and $ 27 million ,
respectively.

Level 3 Financing, Inc.'s obligations under theribfze B 1l and Tranche B 1ll Term Loans are, subjeatertain exceptions, secured by
certain of the assets of (i) the Company and éijain of the Company's material domestic subs&Barhich are engaged in the
communications business. The Company and certdts sifibsidiaries have also guaranteed the oldigaf Level 3 Financing, Inc. under the
Tranche B Il and Il Term Loans.

No changes were implemented to any of the restectovenants or events of default contained irettisting senior secured credit
facility.

9.25% Senior Notes due 2014

On October 30, 2006, Level 3 Communications, las.guarantor and Level 3 Financing, Inc. as borroreeeived $ 588 million of net
proceeds after transaction costs, from a privéeriafy of $ 600 million aggregate principal amoohits 9.25% Senior Notes due 2014 ("
9.25% Senior Notes due 2014") (see Note 17 - Ca®tbonsolidating Financial Information). On Decemt3, 2006, Level 3
Communications, Inc., as guarantor and Level 3rkimay, Inc. as borrower, received $ 661 milliomet proceeds after transaction costs and
accrued interest, for a second offering of $ 65lioni aggregate principal amount of 9.25% Seniotddadue 2014. These
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notes together with the $ 600 million aggregata@pial amount of 9.25%enior Notes due 2014 issued on October 30, 2006 iasued unde
the same indenture and are treated as a singés s#motes. The Company received total net pracegfl 1.239 billion (excluding prepaid
interest). The Notes were subsequently registénedigh a public exchange offer.

The 9.25% Senior Notes due 2014 are senior unsttobi@ations of Level 3 Financing, Inc. rankingiadjin right of payment with all
other senior unsecured obligations of Level 3 Fairagy Inc. These notes are guaranteed by LevelBrmmications, Inc. The notes will mat
on November 1, 2014. Interest on the 9.25% SenatedNdue 2014 accrues at 9.25% interest per yeadsgayable semi-annually in cash on
May 1 and November 1 beginning May 1, 2007. Th@® @illion of 9.25% Senior Notes due 2014 issued®aitober 30, 2006 were priced at
par. The $ 650 million of 9.25% Senior Notes du&2i3sued on December 13, 2006 were priced at 38d.of par plus accrued interest from
October 30, 2006, representing an effective yi€l8.86%to the purchasers of these senior notes. The mggpitemium of the two issuances
approximately $ 11 million was reflected as an é&ase to long-term debt and is being amortizedradction to interest expense over the
remaining term of the 9.25% Senior Notes due 2Gidg.uthe effective interest method. In the secamartgr of 2011, the Company redeemed
approximately $443 million aggregate principal amioof the 9.25% Senior Notes due 2014 at a pricd{625% of the principal amount.
The Company recognized a loss on extinguishmetiteoportion of the aggregate principal amount ef3t25% Senior Notes due 2014 retired
of approximately $23 million . As of December 3012 , the premium remaining was $ 3 million .

The 9.25% Senior Notes due 2014 are subject towptlen at the option of Level 3 Financing, Incwhole or in part, at any time or
from time to time, on or after November 1, 201@hat redemption prices (expressed as a percentggéoipal amount) set forth below, plus
accrued and unpaid interest thereon to the redemgate, if redeemed during the twelve months begghnNovember 1, of the years indicated
below:

Redemption
Year Price
2011 102.21%
2012 100.00(0

The 9.25% Senior Notes due 2014 contain certaiertants, which among other things, limit additianalebtedness, dividend payments,
certain investments and transactions with affiate

Debt issuance costs of approximately $ 23 millie@revcapitalized and are being amortized over the t# the 9.25% Senior Notes due
2014. As a result of amortization, the capitalidetht issuance costs have been reduced to $ 7mati®@ecember 31, 2011 .

Floating Rate Senior Notes Due 2015 and 8.75% SemNotes due 2017

On February 14, 2007, Level 3 Financing, Inc. reeei$ 982 million of net proceeds after transactiosts, from a private offering of $
700 million aggregate principal amount of its 8.75%nior Notes due 2017 (the " 8.75% Senior Notast) $ 300 million aggregate principal
amount of its Floating Rate Senior Notes due 2@1& 2015 Floating Rate Senior Notes"). The Notesawsubsequently registered through a
public exchange offer. The 8.75% Senior Notes Ard2015 Floating Rate Senior Notes are senior unsdmbligations of Level 3 Financing,
Inc. ranking equal in right of payment with all ettsenior unsecured obligations of Level 3 Finagcinc. Level 3 Communications, Inc. and
Level 3 Communications, LLC have guaranteed th&%.Benior Notes and the 2015 Floating Rate Seribes\(See Note 17 - Condensed
Consolidating Financial Information). Interest bie 88.75% Senior Notes accrues at 8.75% interestgagrand is payable seminually in cas
on February 15th and August hheginning August 15, 2007. The principal amounthef8.75% Senior Notes will be due on February 15,
2017. Interest on the 2015 Floating Rate Senioeslatcrues at LIBOR plus 3.75% per annum, resetaenually. The interest rate was
4.202% at December 31, 2011 . Interest on the Ed#&ting Rate Senior notes is payable semi-anniraltyash on February 15th and
August 15th beginning August 15, 2007. The prinkcgraount of the 2015 Floating Rate Senior Noteslvéldue on February 15, 2015.
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At any time prior to February 15, 2012, Level 3&fging, Inc. may redeem all or a part of the 8. 7&8nior Notes upon not less than 30
nor more than 60 days' prior notice, at a redesnptrice equal to 100% of the principal amounthef 8.75% Senior Notes so redeemed plus
the 8.75% Applicable Premium as of, and accrueduenpaid interest thereon (if any) to, the redemptiate (subject to the right of holders of
record on the relevant record date to receive éstatue on the relevant interest payment date).

With respect to the 8.75% Senor Notes, " 8.75% kpple Premium™ means on any redemption date, idweter of (1) 1.0% of the
principal amount of such 8.75% Senior Notes andh@)excess, if any, of (a) the present value et sedemption date of (i) 104.375% of the
principal amount of such 8.75% Senior Notes pl)sll required interest payments due on such 8.8&¥ior Notes through February 15, 2!
(excluding accrued but unpaid interest to the rgatem date), computed using a discount rate equtile Treasury Rate (as defined in the
indenture governing the 8.75% Senior Notes) asiofi sedemption date plus 50 basis points, oveth@@principal amount of such 8.75%
Senior Notes.

The 8.75% Senior Notes are subject to redemptidimeabption of Level 3 Financing, Inc. in wholeiompart, at any time or from time to
time, on or after February 15, 2012 at the redesngirices (expressed as a percentage of prinaipaliat) set forth below, plus accrued and
unpaid interest thereon to the redemption datedéemed during the twelve months beginning Febriy of the years indicated below:

Redemption
Year Price
2012 104.37'%
2013 102.91°%
2014 101.4580
2015 100.00(%

The Floating Rate Senior Notes are subject to r@tiemat the option of Level 3 Financing, Inc. ilmale or in part, at any time or from
time to time, on or after February 15, 2010 atrdaemption prices (expressed as a percentagenaimai amount) set forth below, plus accr
and unpaid interest thereon to the redemption datdeemed during the twelve months beginningréaty 15, of the years indicated below:

Redemption
Year Price
2011 100.(%

The 8.75% Senior Notes and the 2015 Floating Rait#o® Notes contain certain covenants, which amaihgr things, limit additional
indebtedness, dividend payments, certain invessramd transactions with affiliates.

Debt issuance costs of approximately $ 16 milli@revcapitalized and are being amortized over the t# the 8.75% Senior Notes due
2017. As a result of amortization, the capitalidetht issuance costs have been reduced to $ 10muaitiDecember 31, 2011 .

Debt issuance costs of approximately $ 6 milliomengapitalized and are being amortized over the tfrthe Floating Rate Senior Notes
due 2015. As a result of amortization, the cagitalidebt issuance costs have been reduced to & at December 31, 2011 .

10% Senior Notes due 2018

On January 20, 2010, Level 3 Financing, Inc. resei$ 613 million proceeds, after deducting a $ IBam discount and approximately
14 million of debt issuance costs, from a privdfering of $ 640 million in aggregate principal aoma of its 10% Senior Notes due 2018 (the "
10% Senior Notes"). The net proceeds were useadhih fevel 3 Financing, Inc.'s purchase of its 1228enior Notes due 2013 (the " 12.25%
Senior Notes") in a concurrent tender offer andsemih solicitation. The 10% Senior Notes will matareFebruary 1, 2018 and are guaranteed

by
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Level 3 Communications, Inc. and Level 3 Commuriicet, LLC (see Note 17 - Condensed Consolidatimguf¢ial Information). Interest on
the notes accrues at 10% per year and is payatielomiary 1 and August 1 of each year, beginningusul, 2010. As of December 31, 2011
the discount remaining was $ 11 million .

As a result of amortization, the capitalized deBuance costs have been reduced to $ 12 millibeember 31, 2011 .

The offering of the 10% Senior Notes was not oafiinregistered under the Securities Act of 1933amended, and included a
registration rights agreement. In June 2010, atheforiginally placed notes were exchanged foew issue of 109Genior Notes due 2018 w
identical terms and conditions, other than thossted to registration rights, in a registered exgwaoffer and are now freely tradeable.

11.875% Senior Notes due 2019

In January 2011, in two separate transactions, L@ mmunications, Inc. issued a total of $603iorilaggregate principal amount
of its 11.875% Senior Notes due 2019 (the " 11.8B&xior Notes"). The Company issued a portionsoi it.875% Senior Notes due 2019 to
investors at a price of 98.173% of their principaiount. The net proceeds from the issuance of1t87%% Senior Notes, which included an
$11 million debt issuance discount, were used deeen the Company’s 5.25% Convertible Senior NotiesaD11 and exchange the 9%
Convertible Senior Discount Notes due 2013 durirgfirst quarter of 2011. The net discount of agpnately $11 million was reflected as a
reduction in long-term debt and is being amortiasdnterest expense over the term of the 11.875%ioSHotes using the effective interest
method. The 11.875% Senior Notes will mature dorérary 1, 2019 and are not guaranteed by the Coyigpaunbsidiaries. Interest on the
notes accrues at 11.875% per year and is payabd@uinl and October 1 of each year, beginning Apyi2011. Debt issuance costs of
approximately $8 million were capitalized and aeénly amortized over the term of the 11.875% SeNimtes using the effective interest rate
method.

As of December 31, 2011 , the discount remaining &0 million . As a result of amortization, thepialized debt issuance costs have
been reduced to $ 7 million at December 31, 2011 .

The 11.875% Senior Notes are subject to redemptidime option of Level 3 Communications, Inc. inokéhor in part, at any time or
from time to time, prior to February 1, 2015, a0%®of the principal amount of 11.875% Senior Natesedeemed plus (A) the applicable
make-whole premium set forth in the Indenture, fat®@ redemption date and (B) accrued and unpaidest thereon (if any) up to, but not
including, the redemption date, and on or afteril&pr2015 at the redemption prices (expressed@me@entage of principal amount) set forth
below, plus accrued and unpaid interest theredhet@edemption date, if redeemed during the tweieaths beginning February 1, of the ye
indicated below:

Redemption
Year Price
2015 105.931%
2016 102.96%
2017 100.00(%

At any time or from time to time on or prior to Fabry 1, 2014, the Company may redeem up to 35&beobriginal aggregate
principal amount of the 11.875% Senior Notes ademption price equal to 111.875% of the princgmbunt of the 11.875% Senior Notes so
redeemed, plus accrued and unpaid interest théifesmmy) up to, but not including, the redempticate with the net cash proceeds contributed
to the capital of Level 3 from one or more privplacements of Level 3 or underwritten public offiggs of common stock of Level 3 resulting,
in each case, in gross proceeds of at least $10i6min the aggregate. However, at least 65% efdhginal aggregate principal amount of the
11.875% Senior Notes must remain outstanding imatelyi after giving effect to such redemption. Amgls redemption shall be made within
90 days following such private placement or pubffering upon not less than 30 nor more than 6Gdastor notice.
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The offering of the 11.875% Senior Notes was nigfioally registered under the Securities Act of 398s amended, and included a
registration rights agreement. In July 2011, alihef originally placed notes were exchanged foewa issue of 11.875% Senior Notes due 2019
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradeable.

9.375% Senior Notes due 2019

On March 4, 2011, the Company’s wholly owned stibsy, Level 3 Financing, Inc., issued $500 milliaggregate principal amount
of its 9.375% Senior Notes due 2019 (the " 9.37%%i@& Notes") at a price of 98.001% of their prpadiamount. The net proceeds from the
offering, were used to redeem a portion of LevEIr&ancing, Inc.’s outstanding 9.25% Senior Notes 8014 on April 4, 2011. The debt
issuance discount of approximately $10 million weftected as a reduction in lotigrm debt and is being amortized as interest expewvar thi
term of the 9.375% Senior Notes using the effedtiterest method. The 9.375% Senior Notes are@senisecured obligations of Level 3
Financing, Inc. ranking equal in right of paymerithaall other senior unsecured obligations of Le¥&linancing, Inc. The Company and Level
3 Communications, LLC have guaranteed the 9.3758toB8lotes. The 9.375% Senior Notes will matureAgnil 1, 2019. Interest on the
Notes will be payable on April 1 and October 1 atle year, beginning on October 1, 2011. Debt issiansts of approximate$11 million
were capitalized and are being amortized overdgha bf the 9.375% Senior Notes using the effedtiterest rate method.

As of December 31, 2011 , the discount remaining $8 million . As a result of amortization, thepitalized debt issuance costs have
been reduced to $ 10 million at December 31, 2011 .

The 9.375%Senior Notes Due 2019 are subject to redemptidimeadption of Level 3 Financing, Inc. in whole argart, at any time «
from time to time, prior to April 1, 2015, at 10086the principal amount of 9.375% Senior Notesesteemed plus (A) the applicable make-
whole premium set forth in the Indenture, as ofrédemption date and (B) accrued and unpaid irtéieseon (if any) up to, but not including,
the redemption date, and on or after April 1, 28fithe redemption prices (expressed as a perceotggmcipal amount) set forth below, plus
accrued and unpaid interest thereon to the redemptte, if redeemed during the twelve months bréginApril 1, of the years indicated
below:

Reder_nption
Year Price
2015 104.680
2016 102.34%0
2017 100.00(%

At any time or from time to time on or prior to Alpt, 2014, Level 3 Financing, Inc. may redeem @f35% of the original aggregate
principal amount of the 9.375% Senior Notes atdemgption price equal to 109.375% of the principabant of the 9.375% Senior Notes so
redeemed, plus accrued and unpaid interest théifeamy) up to, but not including, the redempticatel with the net cash proceeds contributed
to the capital of Level 3 Financing, Inc. from asremore private placements or underwritten pubfiierings of common stock of the Company
resulting, in each case, in gross proceeds ofat B100 million in the aggregate. However, attlé&8%s of the original aggregate principal
amount of the 9.375% Senior Notes must remain auttshg immediately after giving effect to such megéion. Any such redemption shall be
made within 90 days following such private placetr@rpublic offering upon not less than 30 nor mitw@n 60 days’ prior notice.

The offering of the 9.375% Senior Notes was ndjinélly registered under the Securities Act of 19%88amended, and included a

registration rights agreement. In July 2011, alihaf originally placed notes were exchanged foew issue of 9.375% Senior Notes due 2019
with identical terms and conditions, other tharstheelated to registration rights, in a registenechange offer and are now freely tradeable.
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8.125% Senior Notes due 2019

On June 9, 2011, Level 3 Escrow, Inc., an indiretiplly owned subsidiary of Level 3 Communicatiohs;., issued $600 million in
aggregate principal amount of its 8.125% SenioreNalue 2019. Level 3 Escrow, Inc. issued the 8.13B#6or Notes due 2019 to investors at
a price of 99.264% of their principal amount. Thbtdissuance discount of approximately $4 millicasweflected as a reduction in long-term
debt and was amortized as interest expense ovéetiianing initial term of the 8.125% Senior Notmsing the effective interest method. As a
result of certain conditions that could have reegitevel 3 Escrow, Inc. to redeem the notes oretorb April 10, 2012, discussed further
below, the initial term of the 8.125% Senior Notess deemed to be through April 2012. When the ogeticy was resolved, the Company
reclassified these notes into long-term debt aedéimaining related debt issuance discount is beximgytized as interest expense over the
remaining term of the 8.125% Senior Notes. The B4 Senior Notes will mature on July 1, 2019 andrentecurrently guaranteed by any of
the Company’s subsidiaries. Interest on the natesuas at 8.125% per year and is payable on Jaduang July 1, beginning on January 1,
2012.

On July 28, 2011, Level 3 Escrow, Inc. issued atitgmhal $600 million in aggregate principal amowifiits 8.125% Senior Notes due
2019 under the same indenture as the 8.125% Sotes issued in June 9, 2011, which are treatedruhdt indenture as a single series of
notes. The new 8.125% Senior Notes due 2019 wéaredoto investors at 98.545% of their principal amp plus accrued interest from June 9,
2011 when the original notes were issued, andmaliure on July 1, 2019. The debt issuance disaufegpproximately $9 millionwas reflecte
as a reduction in long-term debt and is being airextas interest expense over the beginning inéiah of the 8.125% Senior Notes using the
effective interest method. As a result of certainditions that could have required Level 3 Escrinw, to redeem the$1.2 billion of 8.125%
Senior Notes on or before April 10, 2012, the aliterm of these notes was deemed to be through 2q#2. When the contingency was
resolved in connection with the Amalgamation, ttemPany reclassified these notes into Idaagn debt and the remaining related debt issu
discount is being amortized as interest expensetbheeremaining term of the 8.125% Senior Notes.

The gross proceeds from the offering of the 8.1Z#ior Notes were deposited into a segregatedwesmoount and were to remain
in escrow until the date of the satisfaction oftaierescrow conditions including, but not limitexj the substantially concurrent consummation
of the Amalgamation and the assumption of the 84 &enior Notes by Level 3 Financing, Inc. (the “@Assumption”). In conjunction with
the completion of the Amalgamation on October 4,122(see Note 2 - Events Associated with the Amalgaon of Global Crossing), the
escrow conditions were satisfied. Debt issuancesadsapproximately $ 32 million were capitalizettaare being amortized over the term of
the 8.125% Senior Notes using the effective inteiae method. Level 3 Financing, Inc. assumedtiligations under the 8.125% Senior
Notes and the notes were reclassified to -term debt in the third quarter of 2011. Followihg release of the escrowed funds in connection
with the Notes Assumption, the escrowed funds wsgal to refinance certain existing indebtedneslabal Crossing in connection with the
closing of the Amalgamation.

As of December 31, 2011 , the discount remaining $8 million . As a result of amortization, thepitalized debt issuance costs have
been reduced to $ 31 million at December 31, 2011 .

The 8.125% Senior Notes will be subject to redeampét the option of Level 3 Financing, Inc., in Whor in part, at any time or from
time to time, upon not less than 30 nor more tiaddys’ prior notice, (i) prior to July 1, 2015,180% of the principal amount of 8.125%
Senior Notes so redeemed plus (A) the applicableemdnole premium set forth in the Indenture, as ofrésgiemption date and (B) accrued
unpaid interest thereon (if any) up to, but notuding, the redemption date, and on and after Alprit015, at the redemption prices set forth
below (expressed as a percentage of principal atjyqalns accrued and unpaid interest thereon ) ap to, but not including the redemption
date, if redeemed during the twelve months begm#ipril 1, of the years indicated below:
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Reder_nption
Year Price
2015 104.06:%
2016 102.03%
2017 100.00(%

At any time or from time to time after the Notessémption and on or prior to April 1, 2014, up t&/85f the original aggregate
principal amount of the 8.125% Senior Notes maydokeemed at a redemption price equal to 108.125%egbrincipal amount of the 8.125%
Senior Notes so redeemed, plus accrued and ungeigst thereon (if any) up to, but not includihg tedemption date, with the net cash
proceeds contributed from one or more private presgs of Level 3 or underwritten public offeringscommon stock of Level 3 resulting, in
each case, in gross proceeds of at least $10@mitlithe aggregate. However, at least 65% of thygnal aggregate principal amount of the
8.125% Senior Notes must remain outstanding imntelgiafter giving effect to such redemption. Angkuedemption shall be made witltf
days following such private placement or publieafig upon not less than 30 nor more than 60 dayst notice.

The offering of the 8.125% Senior Notes was noisteged under the Securities Act of 1933, as anrated the 8.125%enior Note
may not be offered or sold in the United Stateeabeegistration or an applicable exemption frogiseation requirements. The 8.125%
Senior Notes were sold to “qualified institutiomalyers” as defined in Rule 144A under the Securitiet of 1933, as amended, and non-U.S.
persons outside the United States under Regul&tiamder the Securities Act of 1933, as amended.

In connection with the offering of the 8.125% Serimtes, the Company entered into registrationtsigigreements pursuant to which
agreed to file a registration statement to exchahgeffered notes with new notes that are sulisignidentical in all material respects, and to
use commercially reasonable efforts to cause thistration statement to be declared effective ter nan 270 days after October 4, 2011. The
maximum consideration that could be transferrethéoinitial purchasers pursuant to the registratights agreement in the event of a
Registration Default, as defined, is special irdeom the principal amount of the Senior Notesto@xceed 1% per annum.

15% Convertible Senior Notes due 2013

On December 24, 2008, Level 3 Communications, sexeived gross proceeds of $ 374 million and oneDdxer 31, 2008, the Company
received gross proceeds of $ 26 million from ttseiggce of its $ 400 million 15% Convertible Semiates due 2013 (" 15% Convertible
Senior Notes"). The proceeds from this issuancewamarily used to repurchase, through tendersfie portion of the Company's 6%
Convertible Subordinated Notes due 2009, 6% CoiblerSubordinated Notes due 2010 and 2.875% Cadbiee@enior Notes due 2010. The
15% Convertible Senior Notes were priced at 100¥hefprincipal amount. The 15% Convertible Seniotds are unsecured and
unsubordinated obligations and will rank equallyhwall the Company's existing and future unsecaratiunsubordinated indebtedness. The
15% Convertible Senior Notes will mature on Janudry2013. Interest on the notes will accrue framdate of original issuance at a rate of
15% per year and will be payable on January 15Jahd15 of each year, beginning on January 15, 2008 15% Convertible Senior Notes
contain limited covenants which restrict additiolhs on assets of the Company.

The 15% Convertible Senior Notes are convertiblédigers into shares of the Company's common stbeksplit adjusted conversion
price of $ 27 per share (which is equivalent t@aversion rate of approximately 37 shares of comsiook per $ 1,000rincipal amount of th
15% Convertible Senior Notes), subject to adjustmeminugertain events, at any time before the clodmusiness on January 15, 2013. If at
time following the date of original issuance of tt&% Convertible Senior Notes and prior to theelosbusiness on January 15, 2013 the
closing per share sale price of the Company's comstuck exceeds 222.2% of the conversion price itheffect for at least 20 trading days
within any 30 consecutive trading day period, tB&clConvertible Senior Notes will automatically cenvinto shares of Level 3 common
stock, plus accrued and unpaid interest (if anyptd excluding the automatic conversion date, Widgiate will be designated by the Company
following such automatic conversion event.
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Holders of the 15% Convertible Senior Notes mawieqthe Company to repurchase all or any pareif thotes upon the occurrence of
a designated event at a price equal to 100% dfiheipal amount of the notes, plus accrued andiighinterest to, but excluding, the
repurchase date, if any.

In addition, if a holder elects to convert its 18¥nvertible Senior Notes in connection with cerigianges in control, the Company
could be required to pay a makdole premium by increasing the number of sharéisetable upon conversion of such notes. Any makele
premium will have the effect of increasing the nembf shares due to holders of the 15% Conver8lglieior Notes upon conversion.

In the third quarter of 2011, certain holders cotea: approximately $128 million of the 15@onvertible Senior Notes to common eqt
Upon conversion, the Company issued an aggregatppbximately 5 million shares of Level 3's comnstock on a split adjusted basis,
representing the approximately 37 shares per $n6@9into which the notes were then convertibree Tompany also paid an aggregate of
approximately $29 million in cash, equivalent t@%2er $1,000 note, representing interest that dvbalze been due from conversion through
the maturity date, which was recognized as a loass@ducement and included in the loss on extinguisht of debt.

Debt issuance costs of $ 3 million were originalfipitalized and are being amortized to interesengp over the term of the 15%
Convertible Senior Notes. The unamortized debfaissa costs were less than $ 1 million at Decembg?@®11 .

7% Convertible Senior Notes due 2015

On June 26, 2009, Level 3 Communications, Inc.edski200 million aggregate principal amount of 7&n@rtible Notes due 2015
under an indenture between Level 3 and The Bamesf York, as trustee. The 7@onvertible Notes due 2015 were issued in conjonatiith
the exchange of approximately $ 142 million aggtegaincipal amount of the Company's 6% Convertfidordinated Notes due 2010 and
approximately $ 140 million aggregate principal amioof its 2.875%Convertible Senior Notes due 2010. As part of éxshange, Level 3 al
paid $ 78 million in cash, including accrued angbaid interest for the notes exchanged.

On October 15, 2009, Level 3 issued $ 275 milliggragate principal amount of 7% Convertible Sedige 2015, Series B under a
second supplemental indenture between Level 3 AedBEnk of New York, as trustee. The 7% Convert8gaior Notes due 2015, Series B
are substantially similar in all respects to the C#tavertible Senior Notes due 2015. The 7% Corblerenior Notes due 2015, together with
the 7% Convertible Senior Notes due 2015, SeriaseBeferred to as the " 7% Convertible Senior bloige 2015".

The 7% Convertible Senior Notes due 2015 maturiglarch 15, 2015 and bear interest at a rate of 7&&apeum, payable semiannually
in arrears on March 15 and September 15. Intesshpnts commence for the 7% Convertible Senior sNdtee 2015 on September 15, 2009
and on March 15, 2010 for the 7% Convertible SeNiotes due 2015, Series B. The 7% Convertible $éhddes due 2015 rank equally in
right of payment with all other existing and futwenior unsecured indebtedness of Level 3 Commtioies Inc.

The 7% Convertible Senior Notes due 2015 are coiWeinto shares of Level 3 common stock, at thgam of the holder, at any time
prior to maturity, unless previously repurchasedesleemed, or unless Level 3 has caused the camveights to expire. The 7% Convertible
Senior Notes due 2015 may be converted at theasgjlisted rate of approximately 37 shares of comstock per each $ 1,000 principal
amount of notes, subject to adjustment in certmtumstances. This is equivalent to a conversidcepf approximately $ 27 per share.

Upon the occurrence of a designated event (a chafngentrol or a termination of trading), holdeffgttoe 7% Convertible Senior Notes
due 2015 will have the right, subject to certaineptions and conditions, to require Level 3 to repase all or any part of the 7% Convertible
Senior Notes due 2015 at a repurchase price egu#&l% of the principal amount plus accrued andaithimterest thereon (if any) to, but
excluding, the designated event purchase datealditien, if an event treated as a change in comtfdlevel 3 occurs, Level 3 will be obligated,
subject to certain conditions, to offer to purchab®f the outstanding 7% Convertible Senior Natae 2015 at a purchase price of 100Rthe
principal amount, plus a "make whole" premium, hgreasing the conversion rate applicable to suclCé¥%vertible Senior Notes due 2015.
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Debt issuance costs of $ 4 million were originaipitalized and are being amortized to interest tweterm of the 7% Convertible
Senior Notes due 2015 using the effective intarethod. The unamortized debt issuance costs wamiflion at December 31, 2011 .

6.5% Convertible Notes due 2016

On September 20, 2010, Level 3 Communications,regeived $ 170 million of net proceeds after teation costs, from a public
offering of $ 175 million aggregate principal amoohits 6.5% Convertible Senior Notes due 201 (t6.5% Convertible Senior Notes"). On
October 5, 2010, in connection with the underwsitexercise of the $ 26 million over-allotment optassociated with the 6.5% Convertible
Senior Notes, the Company received an additior2d.$ million net proceeds after transaction costess than $ 1 million . The 6.5%
Convertible Senior Notes are senior unsecured atitigs and rank equally in right of payment withadher existing and future unsubordinated
indebtedness of Level 3 Communications, Inc. TB&@GConvertible Senior Notes will mature on Octobg?016. Interest on the notes accrues
at 6.5% per year and is payable semiannually orl And October 1, beginning April 1, 2011.

The 6.5% Convertible Senior Notes are convertilgladdders into shares of the Company's common stbekly time prior maturity,
unless previously redeemed, repurchased or urilesSdmpany has caused the conversion rights teeeXgfie split adjusted conversion rate is
approximately 54 shares per each $ 1,000 prinaipedunt of 6.5% Convertible Senior Notes, subjeetdjoistment in certain circumstances.
This is equivalent to a conversion price of appmadely $ 18.525 per share. In addition, if a desigd event (a change in control or a
termination of trading) occurs, Level 3 will be igated, subject to certain conditions, to offeptwchase all of the outstanding 6.5%
Convertible Senior Notes due 2016 at a purchase pffi100% of the principal amount, plus accrued @mpaid interest thereon. If an event
treated as a change in control occurs, the Comwéhlpe obligated, subject to certain conditiors offer to purchase all of the outstanding
6.5% Convertible Senior Notes at a purchase pifid®0% of the principal amount plus a "make whgiegmium, by increasing the conversion
rate applicable to such 6.5% Convertible SenioreNaue 2016.

Debt issuance costs of $ 6 million were originaifpitalized and are being amortized to interesersp over the term of the 6.5%
Convertible Senior Notes. The capitalized unamedidebt issuance costs remain $ 5 million at Deesigb, 2011 .

Commercial Mortgage

In the third quarter of 2005, the HQ Realty, Ircwholly owned subsidiary of the Company, completedfinancing of the mortgage on
the Company's corporate headquarters. On Septetiib2005, HQ Realty, Inc. entered into a $ 70 orillioan at an initial fixed rate of 6.86%
through October 1, 2010, the initial repayment datelefined in the loan agreement ("Commercial yaaye"). HQ Realty, Inc. received $ 66
million of net proceeds after transaction costsriiu2010, at the election of HQ Realty, Inc. thatamity term of the Commercial Mortgage
was extended to October 1, 2015 and the interestdjusted to 9.86% . HQ Realty, Inc. was requioehake interest only payments in the
first year and began making monthly principal pagtaen the second year based on a 30 -year amtiotizechedule. HQ Realty, Inc. has
deposited $ 10 million into restricted cash accewst of December 31, 2011 , for future facility imygements and property taxes.

Debt issuance costs of $ 1 millierere capitalized and are being amortized as irttesgense over the term of the Commercial Mortg
The capitalized debt issuance costs were fully éimeat as of December 31, 2010.

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

Capital Leases

As of December 31, 2011, the Company had $131aniltif capital leases, including $104 million rethte the Global Crossing
Amalgamation. The Company leases certain dark feelities and metro fiber under noncancelable [&ideements that are accounted for as
capital leases. Interest rates on these capitséseapproximate 8% on average as of December 31,.28dditionally, due to the
Amalgamation, the Company had
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property and equipment leases, and interest ratésese capital leases approximated 9.47% on avesgf December 31, 2011 .

Covenant Compliance

At December 31, 2011 and 2010 , the Company wasermpliance with the covenants on all outstanding tesuances.

Long-Term Debt Maturities

Aggregate future contractual maturities of longrtetebt and capital leases (excluding issue dissppnémiums and fair value
adjustments) were as follows as of December 311 2@dllars in millions):

2012 $ 65
2013 31<
2014 2,23
2015 83¢
2016 207
Thereafter 4,87:

$ 8,52¢

See Note 18 - Subsequent Events for additionatrimdition.

(13) Employee Benefits and Stock-Based Compensation

The Company records non-cash compensation expenge dutperform stock appreciation rights thatfers to as outperform stock
options ("OSO"), restricted stock units and sha484(k) matching contributions, and other stockeldasompensation associated with the
Company's discretionary bonus grants. Total noh-casnpensation expense related to these equitydaweaas $ 101 million in 2011 , $ 67
million in 2010 and $ 59 million in 2009 .

The following table summarizes non-cash compensatigpense and capitalized non-cash compensatigabdr of the three years ended
December 31, 2011 , 2010 and 2009 (dollars in oms):

2011 2010 2009
0SsO $ 10 $ 10 $ 7
Restricted Stock Units and Shares 22 19 23
401(k) Match Expense 13 11 16
Restricted Stock Unit Bonus Grant 57 28 14
10z 68 60

Capitalized Noncash Compensation (@)} Q) Q)
$ 101 $ 67 $ 59

OSOs and restricted stock units and shares ar¢egrander the Level 3 Communications, Inc. StoenPas amended (the "Stock Pla
which term extends through May 20, 2020. The S®lek provides for accelerated vesting of stock d&/apon retirement if an employee
meets certain age and years of service requireraedtsertain other requirements. Under the Stockgamsation guidance, if an employee
meets the age and years of service requirements timel accelerated vesting provision, the awarddvba expensed at grant or expensed
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over the period from the grant date to the dateethployee meets the requirements, even if the graplbas not actually retired. The Company
recognized non-cash compensation expense for eegsdpat met the age and years of service requitsrfer accelerated vesting at
retirement of $ 12 million , $ 8 million and $ 5limn in 2011, 2010 and 2009 , respectively.

Effective after the close of trading on October2@11, the Company completed a 1 for 15 reversk plit (see Note 1 - Organization
and Summary of Significant Accounting Policies)l gilare, option, restricted stock unit, warrant padshare price data is presented herein on
a split adjusted basis.

Outperform Stock Options

The Company's OSO program was designed so th&dhgpany's stockholders would receive a marketmeduartheir investment before
OSO holders receive any return on their OSOs. Tdragany believes that the OSO program directly aligimnagement's and stockholders'
interests by basing stock option value on the Cawigaability to outperform the market in generaln@easured by the Standard & Poor's
("S&P™) 500 Index. Participants in the OSO progrmnot realize any value from awards unless the g2my's common stock price
outperforms the S&P 500® Index during the life loé grant. When the stock price gain is greater thartorresponding gain on the S&P 800
Index, the value received for awards under the @@ is based on a formula involving a multiplielated to the level by which the
Company's common stock outperforms the S&P 500@xndio the extent that Level 3's common stock afop@s the S&P 500® Index, the
value of OSO units to a holder may exceed the valumn-qualified stock options.

The initial strike price, as determined on the gegr to the OSO grant date, is adjusted over {ithe "Adjusted Strike Price"), until the
settlement date. The adjustment is an amount ¢qulaé percentage appreciation or depreciatiohénvalue of the S&P 500® Index from the
date of grant to the date of exercise. The valub@OSO increases for increasing levels of outperdnce. OSO units have a multiplier range
from zero to four depending upon the performanceeviel 3 common stock relative to the S&P 500® kes shown in the following table.

If Level 3 Stock Outperforms the S&P 500® Index by:  Then the Pre-multiplier Gain Is Multiplied by a Success Multiplier of:
0% or Less —

More than 0% but Less than 11% Outperformance percentage multiplied4dyi1

11% or More 4.00

The Pre-multiplier gain is the Level 3 common &tpdce minus the Adjusted Strike Price on the dditeettlement.

Upon settlement of an OSO, the Company shall detivepay to the grantee the difference betweerahenarket value of a share of
Level 3 common stock as of the day prior to théeseent date, less the Adjusted Strike Price (Eveefcise Consideration™). The Exercise
Consideration may be paid in cash, Level 3 comntocksor any combination of cash or Level 3 commimtls at the Company's discretion.
The number of shares of Level 3 common stock tddli@ered by the Company to the grantee is detexchby dividing the Exercise
Consideration to be paid in Level 3 common stoclthgyfair market value of a share of Level 3 comrstmrtk as of the date prior to the
settlement date. Fair market value is defined n@$O agreement as the closing price per sharewa I3 common stock on the national
securities exchange on which the common stocladett. Settlement of the OSO units does not requiyecash outlay by the employee.

Prior to March 31, 2007, OSO awards vested over ywars and had a four -year life. Fifty percenthef awards vested at the end of the
first year after grant, with the remaining 50% eekbver the second year ( 12.5% per quarter). Asopa comprehensive review of its long-
term compensation program completed in the firstrgu of 2007, beginning with awards made on arafpril 1, 2007, OSO units were
awarded monthly to employees in mid-management B higher positions, have a three year lifef ¥€8% and fully settle on the third
anniversary of the date of the award and are veadiseaf the first day of each month. Recipients haveiscretion
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on the timing to exercise OSO units granted orfter &April 1, 2007, thus the expected life of alch OSO units is three years. During the first
quarter of 2010, the Company revised the eligipiititeria and grant schedule for its non-cash cemsption. Effective April 1, 2010, the
Company's OSOs are granted quarterly to certagldendf management and its restricted stock unégeanted annually on July 1 to certain
other eligible employees. There were no chang#iseteesting schedule, or any other aspects ofdhecash compensation plans.

As of December 31, 2011 , there was $ 9 millionmdmortized compensation expense related to gré&$€ units. The weighted
average period over which this cost will be recaegdiis 1.9 years.

The fair value of the OSO units granted is caladdiy applying a modified Black-Scholes model wite assumptions identified below.
The Company utilized a modified Black-Scholes matied to the additional variables required to cataithe effect of the market conditions
and success multiplier of the OSO program. The Gomybelieves that given the relative short lifelef OSOs and the other variables used in
the model, the modified Black-Scholes model prosideeasonable estimate of the fair value of th® QSits at the time of grant.

Year Ended December 31,

2011 2010 2009
S&P 500 Expected Dividend Yield Rate 1.82% 2.0(% 3.0(%
Expected Life 3years 3 years 3years
S&P 500 Expected Volatility Rate 30% 30% 26%
Level 3 Common Stock Expected Volatility
Rate 44% 51% 45%
Expected S&P 500 Correlation Factor 0.3¢ 0.4C 0.4€
Calculated Theoretical Value 12(% 132% 11%
Estimated Forfeiture Rate 20% 20% 20%

The fair value of each OSO unit equals the caledl#iheoretical value multiplied by the Level 3 coomstock price on the grant date.

As described above, recipients have no discretiothe timing to exercise OSO units granted on tarafpril 1, 2007, thus the expected
life of all such OSO units is thrgears. The Company estimates the stock price litatsing a combination of historical and impliedlatility
as Level 3 believes it is consistent with the applomost marketplace participants would considiergusll available information to estimate
expected volatility. The Company has determinetl ¢élkpected volatility is more reflective of markeinditions and provides a more accurate
indication of volatility than using solely histoakvolatility. In reaching this conclusion, the Cpamy has considered many factors including
extent to which its future expectations of volailbver the respective term is likely to differ finchistorical measures, the absence of actively
traded options and the Company's ability to rewetatility of its publicly traded convertible detith similar terms and prices to the securities
the Company is valuing.

The fair value for OSO units awarded to particigathiring the years ended December 31, 2011 , 200 @@09 was approximately $ 12
million , $ 10 million and $ 8 million , respectilye

Transactions involving OSO units awarded are suriz@diin the table below. The Option Price Per lbentified in the table below
represents the initial strike price, as determimedhe day prior to the OSO grant date for thoseigt
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Balance January 1, 2009
Options granted

Options forfeited

Options expired

Options exercised

Balance December 31,
2009

Options granted
Options forfeited
Options expired
Options exercised

Balance December 31,
2010

Options granted
Options forfeited
Options expired
Options exercised

Balance December 31,
2011

Options exercisable
("vested"):

December 31, 2009
December 31, 2010
December 31, 2011

N/A—Not Applicable

Weighted Weighted
Average Average
Initial Aggregate Remaining
Initial Strike Price Per Strike Intrinsic Contractual
Units Unit Price Value Term (years)
(in millions)
1,053,81! $14.10 - $91.50 $ 58.5( $ = 1.56
477,83 10.50 - 22.65 17.2¢
(154,73) 10.50 - 91.50 48.7¢
(320,29) 30.45 - 80.85 48.4¢
1,056,62' $10.50 - $9150 $ 4428 $ 5.2 1.55
511,08: 14.10 - 24.30 19.5(
(117,36) 1050 - 91.50 25.8(
(393,959 45.45 - 91.50 76.9¢
1,056,39: $10.50 - $51.60 $ 22.0t $ = 1.73
498,61¢ 1470 - 36.60 23.9¢
(96,179 1050 - 51.60 22.3¢
(140,659 31.80 - 51.60 44.6¢
(29,469) 14.10 - 15.75 14.9¢
1,288,71. $10.50 - $36.60 $ 20.51 $ 1.8 1.53
219,92( $66.60 - $80.85 $ 75.1t $ — N/A
= = — $ = N/A
— — — $ — N/A
OSO units Outstanding OSO units Exercisable
at December 31, 2011 at December 31, 2011
Weighted Weighted Weighted
Average Average Average
Range of Exercise Number Remaining Initial Number Initial
Prices Outstanding Life (years) Strike Price Exercisable Strike Price
$10.5C- $15.0C 316,01: 14z $ 14.0z — 3 =
$16.0f- $23.8¢ 739,63¢ 14t $ 20.0¢ — 3 —
$24.3(- $36.6( 233,06 191 $ 30.7: — $ =
1,288,71: 155 $ 2051 — $ —

In the table above, the weighted average initiéetprice represents the values used to calcthatéheoretical value of OSO units on the
grant date and the intrinsic value represents #hgevof OSO units that have outperformed the S&BRbMdex as of December 31, 2011 . As
noted above, all of the outstanding OSO units ghave an expected life of three years. The toti@hsic value of OSOs outstanding and
exercisable based on the Company's performancesidghe S&P 500 Index was zero , zero , and zasoof December 31, 2011, 2010 and

2009 , respectively.
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The total realized value of OSO units settled wad $nillion , zero and zero for the years endedebsmer 31, 2011 , 2010 and 2009 ,
respectively. The Company issued 13,742 , zerawarm shares of Level 3 common stock upon the esefi OSO units for the years ended
December 31, 2011 , 2010 and 2009 , respectivélg.number of shares of Level 3 stock issued uptilesent of an OSO unit varies based
upon the relative performance of Level 3's stodkepand the S&P 500® Index between the initial gdate and settlement date of the OSO
unit.

As of December 31, 2011 , based on the Level 3 acomstock price and post-multiplier values, the Campwas obligated to issue no
shares for vested and exercisable OSO units.

Restricted Stock and Unil

Effective April 1, 2010, restricted stock units astthres are annually granted to certain otherbddigiecipients, including the Board of
Directors, at no cost. Restrictions on transfeséapver one to four year periods. The fair valueesfricted stock units and shares awarded
totaled $ 35 million , $ 21 million and $ 16 milfidor the years ended December 31, 2011 , 2012@04, respectively. The fair value of the
awards was calculated using the value of the L8&w@mmon stock on the grant date and are beingtem@drover the periods in which the
restrictions lapse. As of December 31, 2011 , unimenl compensation cost related to nonvestedictsdrstock and restricted stock units was
$ 21 million and the weighted average period oveictv this cost will be recognized is 3.0 years.

The changes in restricted stock and restrictedkstaits are shown in the following table:

Weighted

Average

Grant Date

Number Fair Value
Nonvested at January 1, 2009 1,742,25. $ 48.9(
Stock and units granted 907,91: 17.2¢
Lapse of restrictions (790,289 46.65
Stock and units forfeited (264,637) 41.1(
Nonvested at December 31, 20  1,595,24! $ 33.3(
Stock and units granted 1,182,35: 17.5¢
Lapse of restrictions (594,58() 38.7(
Stock and units forfeited (161,31) 26.5¢
Nonvested at December 31,20 2,021,700 $ 22.9¢
Stock and units granted 1,030,67 33.9¢
Lapse of restrictions (845,71) 27.7¢
Stock and units forfeited (175,88)) 27.0¢

Nonvested at December 31,20 2,030,78° $  26.2¢

The total fair value of restricted stock and reséd stock units whose restrictions lapsed in #sry ended December 31, 2011 , 2840
2009 was $ 24 million , $ 23 million and $ 37 nailli, respectively.

Warrants

As of December 31, 2011 , there were warrants toh@se 45,598hares of Level 3 common stock outstanding witlexaarcise price of
73.50 , expiring in January 2013 . All of the wautsaare fully vested and compensation expense éad tully recognized in the consolidated
statements of operations.

In connection with a prior acquisition, warrantsreveonverted into warrants to purchase sharesll3common stock. The majority
the warrants were exercised during 2007 and thaireng warrants expired in the fourth quarter o1@0
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Defined Contribution Plans

The Company sponsors a number of defined contdbyilans. The principal defined contribution plans discussed individually below.
Other defined contribution plans are not individyalgnificant and therefore have been summarinezbigregate below.

The Company and its subsidiaries offer their qieliemployees the opportunity to participate irefirebd contribution retirement plan
qualifying under the provisions of Section 401(k}le Internal Revenue Code ("401(k) Plan"). Eacipleyee is eligible to contribute, on a
deferred basis, a portion of annual earnings géiyierat to exceed $ 16,500 in 2011 and $17,0000h22. Effective January 1, 2012, the
Company matches 100% of employee contribution®©u®4 of eligible earnings or applicable regulatimjits. Between March 6, 2009 and
December 31, 2011, the Company matched 100% ofegra@lcontributions up to 3% of eligible earningspplicable regulatory limits. Prior
to March 6, 2009, the Company matched 100% of eypegl@ontributions up to 7% of eligible earningspplicable regulatory limits.

The Company's matching contributions are made étrel 3 common stock based on the closing stoaemn each pay date. The
Company's matching contributions are made throumts in the Level 3 Stock Fund, which representefiaf Level 3 common stock. The
Level 3 Stock Fund is the mechanism that is usetdwel 3 to make employer matching and other douations to employees through the
Level 3 401(k) plan. Employees are not able to lpase units in the Level 3 Stock Fund. Employeesble to diversify the Company's
matching contribution as soon as it is made, el/érey are not fully vested, subject to insidedirg rules and regulations. The Company's
matching contributions will vest ratably over thestthree years of service or over such shortépgdauntil the employee has completed three
years of service at such time the employee is 100% vested in all Company matching contributionsluding future contributions. The
Company made 401(k) Plan matching contribution® ®8 million , $ 11 million and $ 16 million for ¢hyears ended December 31, 20201(
and 2009 , respectively. The Company's matchingritartions are recorded as non-cash compensatidinafuded in selling, general and
administrative expenses.

The Global Crossing Limited Employees' Retiremeatifgs Plan ("Global Crossing 401(k) Plan") prodd®&00% matching cas
contributions up to the first 1% of eligible compation and 50% matching contributions up to thet Bé&of eligible compensation during 1
fourth quarter 2011. The Company's contributionshi Global Crossing 401(k) Plan vest immediat&lypenses recorded by the Comg
relating to the Global Crossing 401(k) Plan for thmrter ended December 31, 2011 were approxim&teiyillion. Former Global Crossii
employees are eligible to participate in the Le3/dD1(k) plan starting January 1, 2012.

Other Global Crossing defined contribution planergmred by the Company are individually not siguaifit. On an aggregate basis
expenses recorded by the Company relating to fhless was approximately $2 million for the quagaded December 31, 2011 .

Non-Qualified Stock Options ("NQ Options")

On October 4, 2011, as part of the Amalgamatioh Witobal Crossing, the issued and outstanding nptio purchase Global Cross
common shares were modified into options to purehavel 3's common stock. There was no unrecogriaatpensation expense for NQ
Options at the time of the Amalgamation and no tialtil NQ Options were granted during the period.

Information regarding NQ Options outstanding fag teporting period between October 4, 2011 and mbee 31, 2011 is summarized
below:
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Number Weighted Average

Outstanding Exercise Price
Balance at October 4, 2011 765,58! $ 10.82
Exercised (167,39Y) $ 10.9:
Balance at December 31, 2011 598,19( g 10.7¢

The following table summarized information concagbutstanding and exercisable NQ Options at Deee@b, 2011 :

Options Outstanding and Exercisable
Weighted Average Weighted Average

Number Remaining Contractual Exercise Price per

Exercise Prices Outstanding Life (in years) Share
$ 9.5¢ 444,38 1¢ $ 9.5¢
$ 14.4: 153,80¢ 3C % 14.4:
Total 598,19( 22 $ 10.7¢

The weighted average remaining contractual term2zagears for NQ Options exercisable as of Decer@be2011 . The total intrinsic
value of NQ Options outstanding and exercisable apgwoximately $4 million as of December 31, 20The total intrinsic value of NQ
Options exercised between October 4, 2011 and Deee@i, 2011 was $1 million and Level 3 receivedri#ion for the exercise of these
options.

Defined Benefit Plans

The Company has certain contributory and non-coutoiry employee pension plans, which are not sicanit to the financial position
or operating results of Level 3. The Company recamin its statement of financial condition thaeded status of its defined benefit post-
retirement plans, which is measured as the differdretween the fair value of the plan assets antiehefit obligation. The Company is also
required to recognize changes in the funded staitiiin accumulated other comprehensive incomephtx to the extent such changes are
recognized in earnings as components of periodibemefit cost. The fair value of the plan assets % 137 million and $ 39 million as of
December 31, 2011 and 2010 , respectively. Thé letzefit obligation was $ 152 million and $ 57 lioih as of December 31, 2011 and 2010,
respectively. One of the Company's pension plalistep costs 60% / 40% between the Company anétin@oyees, respectively. Therefore,
the total funded status was an obligation of $1fioni, $ 10 million attributable to the Companyda$5 millionattributable to employees, as
December 31, 2011 . The total funded status wasbhgation of $18 million as of December 31, 2010.

Annual Discretionary Bonus Gran

The Company's annual discretionary bonus progranmeaded to retain and motivate employees to aehtiee Company's financial and
business goals. Each participant is provided aetagard expressed as a percentage of base gatangl awards under the program are based
on corporate results as well as achievement ofifspéwividual performance criteria during the henplan period, and may be paid in cash,
restricted stock units, or a combination of the tatthe sole discretion of the Compensation Cotemiof the Board of Directors.

As of December 31, 2011, $136 million , includir@R$nillion for the pre-Amalgamation Global Crossimgnus, had been accrued in
other current liabilities for this bonus plan, imding employer liability for payroll taxes and chas. The Company generally expects to pay
40% in cash in the first quarter of 2012.

As of December 31, 2010, $59 million had been amtin other current liabilities for this bonus plarcluding employer liability for
payroll taxes and charges. The Company paid oundiZdn cash and 1.7 million shares in 2011 fastplan.
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As of December 31, 2009, $32 million had been amtin other current liabilities for this bonus plarcluding employer liability for
payroll taxes and charges. The Company paid outdill®n cash and 0.7 million shares in 2010 fdsthlan.

(14) Income Taxes

An analysis of the income tax benefit (provisiottjiautable to loss from continuing operations leftncome taxes for each of the years
in the three year period ended December 31, 20idwe

2011 2010 2009
(dollars in millions)
Current:
United States federal $ — $ — $ —
State — ()] —
Foreign (8 — —
©) (1) —
Deferred, net of
changes in valuation
allowances:
United States federa (30 — —
State Q — QD
Foreign 2 92 —
Income tax benefit
(provision) $ 4) $ 99 $ (1

The United States and foreign components of la@® ftontinuing operations before income taxes afelkmsvs:

2011 2010 2009
(dollars in millions)
United States $ (692) $ (542) $ (519
Foreign (99) (270 (104)

$ (786 $ (712 $ (629
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A reconciliation of the actual income tax bengfitavision) and the tax computed by applying the.@e8eral rate ( 35% ) to the loss
before income taxes for each of the years in theetlyear period ended December 31, 2011 follows:

2011 2010 2009

(dollars in millions)
Computed tax benefit at statutor

rate $ 27 $ 25C $ 21t
Effect of earnings in jurisdictions

outside of US (13 (13 —
Foreign branch tax benefit 17 21 —
State income tax benefit 24 24 20
Change in valuation allowance (19¢) (17%) (255)
Permanent items (44) (16) ()]
Non-cash compensation excess

deductions (18 — —
Indefinite-lived assets (26) — —
NOL expiration (38) — —
Other, net (20 — 20

Income tax benefit (provision)  $ 41 $ 91 $ (1)
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The components of the net deferred tax assetslitied) as of December 31, 2011 and 2010 werebovs:

2011 2010

(dollars in millions)
Deferred Tax Assets:

Accrued payroll and related benefits $ 101 $ 77
Deferred revenue 27€ 28t
Unutilized tax net operating loss carry forwards 3,99¢ 2,718
Fixed assets and intangible assets 157 38
Intercompany loss 164 —
Other 19z 10C
Total Deferred Tax Assets 4,88 3,21z
Deferred Tax Liabilities:

Fixed assets and intangible assets (542 (79
Deferred revenue (93 —
Other (51 (29
Foreign branch income (40) (40
Total Deferred Tax Liabilities (72€) (14¢)
Net Deferred Tax Assets before valuation allowance 4,161 3,06t
Valuation Allowance (4,252) (2,979
Net Deferred Tax (Liability) Asset after ValuatidZdlowance  $ 91) $ 87
Balance sheet classification of deferred taxes:

Net current deferred income tax asset $ 12 $ =
Net current deferred income tax liability (3) —
Net non-current deferred income tax asset 24¢ 87
Net non-current deferred income tax liability (34€) —
Net Deferred Tax (Liability) Asset after Valuatiddlowance $ 91) $ 87

For the year ended December 31, 2011, the Compeaayded certain immaterial corrections of errorprinr year presentation that
resulted in income tax expense of approximatelg $ndllion during the first quarter of 2011 for tdota temporary differences associated with
deferred taxes on certain indefinite-lived intamgiassets. See Note 1 - Organization and SummaBjgofficant Accounting Policies,
Correction of an Immaterial Error in Prior Consolided Financial Statements.

As a result of the Global Crossing Amalgamatior, @ompany recorded net deferred tax assets of Killidh and deferred tax liabilities
of $ 560 million before valuation allowance. $ billion of the deferred tax asset balance is cosgutiof carry forward net operating losses.
The deferred tax liability balance is comprisedraiily of $ 419 million related to temporary diféarces created by the additional financial
reporting basis of identifiable intangibles ancefixassets. Simultaneously, the Company evaluagedaiination allowance position of the
combined entity. The valuation allowance deternigmainvolves weighing positive and negative evicenoncerning the realizability of the
Company's deferred tax assets in each tax juriedichAfter considering such evidence as the quality consistency of positive financial
results, projections of future taxable income, douspecific economic and political consideratioaspiration or limitations of carry forwards,
and sources of future taxable income, managemeruwded that valuation allowances for deferredassets of many Global Crossing South
American entities and certain Global Crossing Eaewpentities are not required. A valuation alloveawas retained against U.S. and other
foreign jurisdiction deferred tax assets that tlen@any has concluded under relevant accountinglatea that it is not more likely than not
that the deferred tax assets are realizable.
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As of December 31, 2011 , the Company had net tipgrioss carry forwards of approximately $ 6.9ibil for U.S. federal income tax
purposes without considering the net operating dassy forwards associated with Global Crossingilgvtne Company believes the acquisit
of Global Crossing did not trigger an ownershiprdeevent for the Company, additional transactibasthe Company enters into, as well as
transactions by existing 5% stockholders and tretitsas by holders that become new Sééckholders that the Company does not particiipg
could cause the Company to incur a greater thgreientage point ownership change by 5% stockheked, if the Company triggers the
above noted Code imposed limitations, such trafsectvould prevent the Company from fully utilizilNOL carry forwards and certain
current deductions to reduce the Company's U.&ré&éhcome taxes.

The valuation allowance for deferred tax assetsapgsoximately $ 4.2 billion as of December 31, 2@hd $ 3.0 billion as of
December 31, 2010 . The net change in the valuatiowance for the year ended December 31, 2010appsoximately $ 1.3 billion . The
change in the valuation allowance from Decembe2810 to December 31, 2011 is primarily due toititdusion of the Global Crossing
deferred tax assets, additional U.S. federal aaté $ax NOL resulting from continued operationallzsses, offset by the establishment of fi
asset and intangible deferred tax liabilities e the step-up in basis, the release of valnaiiowance of certain Global Crossing entities in
foreign jurisdictions, and the loss carryfowarditamtion and forfeiture of Global Crossing tax losse the U.S. and Germany respectively. The
adjustments related to the acquisition of GlobalsSing are based on information currently available final identification of deferred taxes
and the final determination of the purchase prltzcation may be significantly different from thegtiminary amounts reflected above.

The U.S. federal tax loss carry forwards expiréuinre years through 2031 and are subject to exatiom by the tax authorities until
three years after the carry forwards are utiliZdte U.S. federal tax loss carry forwards expiréollews (dollars in millions):

Expiring December 31, Amount
2024 $ 53¢
2025 1,18¢
2026 1,02¢
2027 1,50¢
2028 44~
2029 70C
2030 708
2031 687
$ 6,791

The Company has approximately $ 4.3 billion of fgngjurisdiction tax loss carry forwards for corlted foreign corporations at
December 31, 2011 . In addition, the Company hzsgl $illion of foreign jurisdiction tax loss carfgrwards associated with foreign
corporations that it has elected to disregard f8rthk purposes. The majority of these foreign glicison tax loss carry forwards have no
expiration period. Finally, the Company has apprately $ 5.4 billion of gross state tax loss cdoryvards with various expiration periods
through 2030.

Historically, the majority of the Company's foreigasets and operations are owned by entities #vat délected to be treated for U.S. tax
purposes as unincorporated branches of a U.S rgptdimpany and, as a result, the taxable inconeserand other tax attributes of such
entities are included in the Company's U.S. fedawakolidated income tax return. However, all & threign assets and operations acquired as
part of the Global Crossing Amalgamation are trédéte U.S. tax purposes as controlled foreign coapons. With respect to such controlled
foreign corporations, the Company provides for EdiStates income taxes on the undistributed easning
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and the other outside basis temporary differen€ésreign corporations unless they are considemdéfinitely reinvested outside the United
States. The amount of temporary differences releteshdistributed earnings and other outside kasiporary differences of investments in
foreign subsidiaries upon which United States inedaxes have not been provided was immaterial.

The Company's liability for uncertain tax positidngaled $ 15 million at December 31, 2011 andrfiléon at December 31, 2010 . The
Company does not expect that the liability for uteia tax positions will change significantly dugithe twelve months ended December 31,
2012 ; however, actual changes in the liabilitydacertain tax positions could be different tharrently expected. A reconciliation of the
beginning and ending balance of unrecognized taefits follows:

(dollars in millions) Amount
Balance as of December 31, 2008 $ 7
Gross increases—tax positions prior to 2009 —
Gross decreases—settlements with taxing authorities 2
Balance as of December 31, 2009 5
Gross increases—tax position prior to 2010 1
Balance as of December 31, 2010

Gross increases—Global Crossing tax positionsiof gears 11
Gross decreases - tax positions of prior years (@)
Gross decreases - settlement with taxing authsritie @
Balance as of December 31, 2011 $ 15

The Company, or at least one of its subsidiariess fncome tax returns in the U.S. federal jugidin and various states and foreign
jurisdictions. With few exceptions, the Companydslonger subject to U.S. federal, state and lawahor-U.S. income tax examinations by
authorities for years before 2003. The Internald®ere Service and state and local taxing authorgigsrve the right to audit any period where
net operating loss carry forwards are available.

The unrecognized tax benefits in the table abovealdnclude accrued interest and penalties of $hi2llon , $ 12 million , and $ 10
million as of December 31, 2011 , 2010 and 20@&pectively. The Company's policy is to recordresgeand penalties related to uncertain tax
positions in income tax expense. The Company rézedraccrued interest and penalties related tortaingax positions in income tax expe
in its consolidated statements of operations of@gmately zero , $ 2 million and $ 1 million fdre years ended December 31, 2011 , 2010
and 2009 , respectively.

(15) Segment Information

Accounting guidance for the disclosures about segsnef an enterprise defines operating segmentermponents of an enterprise for
which separate financial information is availabhel avhich is evaluated regularly by the Companyigtbperating decision maker, or decision
making group, in deciding how to allocate resoumed assess performance. The Company’s operatymgeses are managed separately and
represent separate strategic business units teaitdifferent products or services and serve difféimarkets. The Company’s reportable
segments previously included its communications@a mining business (see Note 1 — Organizati@h@ummary of Significant
Accounting Policies). In connection with the Glokabssing Amalgamation (see Note 2 - Events Assadiwith the Amalgamation of Global
Crossing) and sale of the coal business durindaiineh quarter of 2011, the Company reorganizethiamagement reporting structure to reflect
the way in which it allocates resources and assgesdormance. As a result of these changes, thgp@oy is now comprised of two reportable
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segments for financial reporting purposes, Levah@ Global Crossing, representing the stand-alpeeations of each legacy business. Other
business interests, which are not reportable setgmiaclude corporate assets and overhead codtarthaot attributable to a specific segment,
and the results of discontinued operations whiclugte the coal mining business (see Note 4 - Diipas). The prior year reportable segment
information has been revised to conform with thissgntation.

The Company evaluates performance based upon &djiERBITDA, as defined by the Company, as net incfioss) from the
consolidated statements of operations before ¢onre tax benefit (expense), (2) total other incdexpense), (3) nonash impairment charg
included within restructuring and impairment chagd) depreciation and amortization expense, ¢6}cash stock compensation expense
included within selling, general and administratexg@enses and (6) discontinued operations.

The data presented in the following tables includé&smation for the years ended December 31, 20110 and 2009 for all statement
of operations and cash flow information presensed as of December 31, 2011 and 2010 for all balaheet information presented.
Information related to the acquired business itithed from the date of acquisition, and informatietated to dispositions is included through
the date of sale. Revenue and the related expansedtributed to countries based on where sergiprovided.

Segment information for the Company's Level 3 afab@ Crossing businesses are summarized as folliowsillions):

Year Ended December 31,

2011 2010 2009
Revenue from external customers

Level 3 $ 367¢ $ 3591 $ 3,69
Global Crossing 654 — —

$ 433 $ 3591 $ 3,69

Adjusted EBITDA:

Level 3 $ 911 $ 84¢ $ 91C

Global Crossing 47 — —
$ 95¢ $ 84¢ $ 91C

Capital expenditures:

Level 3 $ 442 $ 43t $ 30¢

Global Crossing 51 — —
$ 494 $ 43t % 30¢

Depreciation and amortization:

Level 3 $ 741 $ 87C $ 90¢€

Global Crossing 64 — —
$ 80t $ 87C $ 90¢€

Total assets:

Level 3 $ 8,02¢ $ 8,35t

Global Crossing 5,15¢ —
$ 13,18 $ 8,35¢
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The following is a summary of geographical inforioat(in millions):

Year Ended December 31,

2011 2010 2009

Revenue from external customers:
North America $ 366¢ $ 3278 $ 3,36¢
Europe:

United Kingdom 267 131 134

Germany 72 62 73

Other European Countries 168 12¢ 11¢
Total Europe 50z 31¢ 32¢€
Latin America:

Brazil 68 - -

Argentina 23 - -

Colombia 23 - -

Other Latin American Countries 44 - -
Total Latin America 15¢€ — —
Other 4

$ 433 $ 3591 $ 3,69

Long-lived assets:

North America $ 533 $ 5,23¢
Europe:
United Kingdom 613 114
Germany 34¢ 31¢€
Other European Countries 59¢ 28t
Total Europe 1,557 717
Latin America:
Brazil 434 -
Argentina 387 -
Colombia 247 -
Other Latin American Countries 465 -
Total Latin America 1,53: —
Other 512 -

$ 894(C $ 5,95¢

The majority of North American revenue consists@fvices delivered within the United States. Théonitgt of European revenue
consists of services delivered within the Uniteddgdom and Germany. The majority of Latin Americamanue consists of services delivered
within Brazil, Argentina and Colombia. Level 3 rene from transoceanic services is allocated to fiiemd transoceanic revenue from Glc
Crossing is allocated to Other.

The Company includes all non-current assets, eXoegoodwill, in its long-lived assets.

Total Level 3 revenue consists of:

1) Core Network Services includes revenue from trartspdrastructure, data, and local and enter|
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voice services.

2) Wholesale Voice Services includes revenue frong ldistance voice services, including domestic végemination, international
voice termination and toll free services.

3) Other Communications Services includes revdrame managed modem and its related intercarrierpsoreation services and
SBC Contract Services, which includes revenue fiteenSBC Master Services Agreement, which was obdthiin the
December 2005 acquisition of WilTel.

Total Global Crossing revenue consists of:
1) Invest and Grow services include revenues fitwarprovision of transport, infrastructure, IP alada, voice, and collaboration

services to carrier and enterprise customers. Tégrstces are sold to those customers directhutfitdusiness relationships
with other carriers, sales agents and system iatei:

2) Wholesale Voice Services and Other servicdsidas revenue from predominantly United States dimand international long
distance voice services to carrier customers.

Level 3 Total Core Network  Wholesale Voice Other Communications

Revenue: Services Services Services Total

2011

North America $ 2671 $ 57¢ $ 69 $ 3,32¢

Europe 32¢ 3C — 35¢
$ 3,00z $ 60¢ $ 69 $ 3,67¢

2010

North America $ 2,53 $ 62 $ 114 $ 3,27t

Europe 291 25 — 31€
$ 2827 $ 65C $ 114 % 3,591

2009

North America $ 2,548 $ 62¢ $ 19z $ 3,36¢

Europe 29z 34 — 32¢
$ 2,84( $ 66z $ 192 % 3,69t

Global Crossing Invest and Wholesale Voice

Total Revenue: Grow and Other Total

2011

North America $ 27¢ $ 61 $ 337

Europe 147 2 14c¢

Latin America 167 1 16€
$ 59C $ 64 $ 654
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The following information provides a reconciliatiofiNet Income (Loss) to Adjusted EBITDA by repdnasegment, as defined by the
Company, for the years ended December 31, 20110 206d 2009 (in millions):

2011 Level 3 Global Crossing
Net (Loss) from Continuing Operations $ (769) $ (58)
Income Tax Expense 33 8
Total Other Expense 80¢ 30
Depreciation and Amortization Expense 741 64
Non-cash Compensation Expense 98 3
Adjusted EBITDA $ 911 $ 47
Total Net Loss for Reportable Segments $ (827)
Unallocated Corporate Expense —
Discontinued Operations of Coal Mining Business 71
Consolidated Net Loss $ (75€)
2010 Level 3 Global Crossing
Net (Loss) from Continuing Operations $ 617 $ =
Income Tax Expense (92) —
Total Other Expense 62C —
Depreciation and Amortization Expense 87C —
Non-cash Compensation Expense 67 —
Adjusted EBITDA $ 84¢ $ —
Total Net Loss for Reportable Segments $ (617)
Unallocated Corporate Expense ()]
Discontinued Operations of Coal Mining Business (@)
Consolidated Net Loss $ (622)
2009 Level 3 Global Crossing
Net (Loss) from Continuing Operations $ (605 $ =
Income Tax Expense — —
Total Other Expense 55C —
Depreciation and Amortization Expense 90¢€ —
Non-cash Compensation Expense 58 —
Adjusted EBITDA $ 91C $ —
Total Net Loss for Reportable Segments $ (605)
Unallocated Corporate Expense (19
Discontinued Operations of Coal Mining Business 6
Consolidated Net Loss $ (618)

As the Company continues to integrate the Globabkging business into its operations as a restiteoAmalgamation completed on
October 4, 2011, it may need to modify the mannevhich components of the Company are evaluategddiormance and resource allocat
which in turn, may affect the Company's reportaigerating segments in future periods.
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(16) Commitments, Contingencies and Other Items

The Company is subject to various legal proceedamgsother contingent liabilities that individuadly in the aggregate could
materially affect its financial condition, futuresults of operations or cash flows. Amounts accfaeduch contingencies aggregate $ 312
million and are included in “Other” current liabiés and “Other Liabilities” in the Company's colidated balance sheet as at December 31,
2011. The establishment of an accrual does not tiedmctual funds have been set aside to satigiyem contingency. Thus, the resolution of
a particular contingency for the amount accrued hease no effect on the Company's results of opmratbut could materially adversely affect
its cash flows for the affected period.

In accordance with the accounting guidance foriogencies, the Company accrues its estimate ohangent liability when it is bot
probable that a liability has been incurred andatm@unt of the loss can be reasonably estimateér&\ihis probable that a liability has been
incurred and there is a range of expected loswiidich no amount in the range is more likely thay ather amount, the Company accrues a
low end of the range. The Company reviews its adsrat least quarterly and adjusts them to reflecimpact of negotiations, settlements,
rulings, advice of legal counsel, and other infaioraand events pertaining to a particular matteaddition, adjustments to the accruals
established for Global Crossing's contingent liib§ may be made in connection with the purcha®e @llocation of acquired assets and
assumed liabilities under acquisition accountingicl is expected to be completed no later than ligestd, 2012. Any such accrual adjustme
would generally not affect results of operationsdather would result in an increase or decreagmtalwill associated with the Global
Crossing acquisition.

Below is a description of material legal proceediagd other contingencies pending at December(,. Although the Company
believes it has accrued for these matters in aeoaelwith the accounting guidance for contingenaestingencies are inherently
unpredictable and it is possible that results arapons or cash flows could be materially and asblg affected in any particular period by
unfavorable developments in, or resolution or disiian of, one or more of these matters. For traasgingencies in respect of which the
Company believes that it is reasonably possibleghass may result that is materially in excesthefaccrual (if any) established for the ma
the Company has below either provided an estimiateiah possible loss or range of loss or includstheement that such an estimate cann
made. In addition to the contingencies describéovaehe Company is party to many other legal pedlilegs and contingencies the resolution
of which is not expected to materially affect itsaincial condition or future results of operatidreyond the amounts accrued.

Rights-of-Way Litigation

The Company is party to a number of purported ciasion lawsuits involving its right to install &b optic cable network in railroad
right-of-ways adjacent to plaintiffs' land. In geale the Company obtained the rights to constrigabétworks from railroads, utilities, and
others, and has installed its networks along thietsiof-way so granted. Plaintiffs in the purporétass actions assert that they are the owners
of lands over which the its fiber optic cable netkgopass, and that the railroads, utilities, artist who granted the Company the right to
construct and maintain its network did not havelégal authority to do so. The complaints seek dggaan theories of trespass, unjust
enrichment and slander of title and property, ab agepunitive damages. The Company has also redeand may in the future receive, claims
and demands related to rights-of-way issues sirtoléne issues in these cases that may be basschibar or different legal theories. The
Company has defeated motions for class certifindtica number of these actions but expects thatrdtsettiement of these actions, plaintiffs
in the pending lawsuits will continue to seek derdition of statewide or multi-state classes. Thi dawsuit in which a class was certified
against the Company, absent an agreed upon settieoceurred inKoyle, et. al. v. Level 3 Communications, Inc.aét.a purported two state
class action filed in the United States Districu@dor the District of Idaho. ThKoylelawsuit has been dismissed pursuant to a settlement
reached in November, 2010 as described furthembelo

The Company negotiated a series of class settlenadfigicting all persons who own or owned land nextr near railroad rights of w
in which it has installed its fiber optic cable wetks. The United States District Court for thetbét of Massachusetts ikingsborough v.
Sprint Communications Co. L.Ryranted preliminary
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approval of the proposed settlement; however, giedaber 10, 2009, the court denied a motion falfapproval of the settlement on the basis
that the court lacked subject matter jurisdictiod dismissed the case.

In November 2010, the Company negotiated revistbseent terms for a series of state class settisraffecting all persons who
own or owned land next to or near railroad rigtitezay in which the Company has installed its fibptic cable networks. The Company is
currently pursuing presentment of the settlemeaipiplicable jurisdictions. The settlements affegturrent and former landowners in the si
of Idaho, Illinois, and Alabama have received fioalirt approval and the parties are engaged iol#ims process for those states. The
settlement has been presented to federal cousevieral additional states for approval.

Management believes that the Company has substdeténses to the claims asserted in all of theieres and intends to defend th
vigorously if a satisfactory settlement is notmisitely approved for all affected landowners.

Securities Litigation, Derivative Actions and ReldCases

In February 2009, Level 3 Communications, Inc.taiarof its current officers and a former officeen® named as defendants in
purported class action lawsuits filed in the Uni&tdtes District Court for the District of Coloradwehich have been consolidated asrin
Level 3 Communications, Inc. Securities Litigat (Civil Case No. 09-cv-00200-PAB-CBS). The plaifgtiin each complaint allege, in general,
that throughout the purported class period spetifiehe complaint that the defendants failed sridise material adverse facts about the
Company's integration activities, business andatjars. The complaints seek damages based on pedpoolations of Section 10(b) of the
Securities Exchange Act of 1934, Securities anchBrge Commission Rule 10b-5 promulgated thereusmti@iSection 20(a) of the Securities
Exchange Act of 1934. On May 4, 2009, the Courtoiied a lead plaintiff in the case, and on Sep&m@9, 2009, the lead plaintiff filed a
Consolidated Class Action Complaint (the “Complgird motion to dismiss the Complaint was filed thie Company and the other named
defendants. While the motion to dismiss the Commplaias pending, the court granted the lead pléimtifiotion to further amend the Comple
(the “Amended Compliant”). Thereafter, the Compang the other defendants named in the Amended @imbfiled a motion to dismiss the
Amended Complaint with prejudice. The court graritéd motion to dismiss with prejudice, and theriéf has appealed the decision to the
Tenth Circuit Court of Appeals. The decision wdgmed by the Tenth Circuit Court of Appeals in Agllate Case No. 11-1029 on February 6,
2012. Although the plaintiff could seek to furttegapeal this decision before the U.S. Supreme Coahagement believes that the Company
would likely prevail in any such appeal.

In March 2009, Level 3 Communications, Inc., a®©mimal defendant, certain of its directors anctiterent officers, and a former
officer, were named as defendants in purporteckbtider derivative actions in the District CourtoBmfield County, Colorado, which have
been consolidated as Ire Level 3 Communications, Inc. Derivative Litigeti(Lead Case No. 2009CV5#)e “State Derivative Action”). On
December 11, 2009, Level 3 Communications, Inca asminal defendant, certain of its directors emdent officers, and a former officer,
were named as defendants in a purported stockhdétarative action in the United States Districtu@dor the District of Colorado ifron
Workers District Council Of Tennessee Valley & Nityi Pension Plan v. Level 3 Communications, lat.al.( Civil Case No. 09¢cv02914he
“Federal Derivative Action”) The plaintiffs in both actions allege that durthe period specified in the complaints the namddrdants
failed to disclose material adverse facts aboubmpany's integration activities, business andaijfmns. The complaints seek damages on
behalf of the Company based on purported breadhfiduaiary duties for disseminating false and m&ling statements and failing to maintain
internal controls; unjust enrichment; abuse of mngross mismanagement; waste of corporate ass®ds with respect to certain defendants,
breach of fiduciary duties in connection with tlsignation of Kevin O'Hara. The parties in the &@¢rivative Action have agreed to a
temporary stay of all activities pending the outeonfithe motion to dismiss or other relevant tireeiqds in the securities litigation described
above. Plaintiff Iron Workers has sought leavedtumtarily dismiss the Federal Derivative Actiordaon February 2, 2012, the parties filed an
Unopposed Joint Motion for Voluntary Dismissal bé tFederal Derivative Action which the court prefiarily approved on February 3, 2012.
The dismissal sought would be with prejudice aBl&intiff Iron Workers only, and would have no effen the State Derivative Action.
Management believes that
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the complaints have numerous deficiencies, inclyidirat each plaintiff failed to make a demand an@ompany's Board of Directors before
filing the suit, and intends to defend these actigigorously.

In March 2009, late April 2009 and early May 2008yel 3 Communications, Inc., the Level 3 Commutidess, Inc. 401(k) Plan
Committee and certain current and former officerd directors of Level 3 Communications, Inc. weaged as defendants in purported class
action lawsuits filed in the U.S. District Courtrfine District of Colorado. These cases have beesdalidated asValter v. Level 3
Communications, Inc., et. a(.Civil Case No. 09cv00658)The complaint alleges breaches of fiduciary ameiotuties under the Employee
Retirement Income Security Act (“ERISA”) with regpéo investments in the Company's common stoctt imeindividual participant accounts
in the Level 3 Communications, Inc. 401(k) Plane ™omplaint claims that those investments were uiadpnt for reasons that are similar to
those alleged in the securities and derivativeoastdescribed above.

The parties have negotiated a proposed settleméheiamount of $ 3.2 million , to be paid by then@pany's insurance carrier. The
proposed settlement was preliminarily approvedhgydourt on December 13, 2011 and a fairness lgetriconsider plaintiff's motion for final
approval is scheduled for March 23, 2012. Managetelieves that the Company has substantial de$aioshe claims asserted in this action
and intends to defend it vigorously if the settletris not approved.

Global Crossing Contingencies

As a result of the Global Crossing acquisition, @mpany is now exposed to various legal proceesdiogvhich certain Global
Crossing subsidiaries are party. The following @eacription of Global Crossing's material legalgeredings and other contingencies.

- Peruvian Tax Litigation

Beginning in 2005, one of Global Crossing's Pemngabsidiaries received a number of assessmentaxfapenalty and interest for
calendar years 2001 and 2002. Peruvian tax aug®(BUNAT) took the position that Global Crossingorrectly documented its importations
resulting in additional income tax withholding avalue-added taxes (VAT). The total amount of the assegi@iths, including potential intere
and penalties, was $ 26 million , consisting of @iBion for income tax withholding in connection with threport of services for calendar ye
2001 and 2002, $ 7 million in connection with VAT donnection with the import of services for cal@ngears 2001 and 2002, and@&million
in connection with the disallowance of VAT credits periods beginning in 2005. Due to accrued egeand foreign exchange effects, and
taking into account the developments describedvelue total assessments have increased to $ #6mil

Global Crossing challenged the tax assessmentsgdR@i05 by filing administrative claims before SUNADuring August 2006 and Ju
2007 SUNAT rejected Global Crossing's administeatilaims, thereby confirming the assessments. Appeare filed in September 2006 and
July 2007 in the Tax Court, which is the higheshadstrative authority. In October 2011, the Taxu@dssued a ruling regarding VAT,
associated penalties and penalties associatedwititholding taxes, adjudicating the central issndarlying the assessments in the
government's favor, while confirming the assessrireptirt and denying a portion of the assessmeprocedural grounds. Other than an
immaterial amount, all assessed items dismissatidyax Court in this ruling remain open for reasseent by SUNAT. While this Tax Court
ruling applies only to 2002, the Company believesTax Court will issue a similar ruling with regpéo 2001, and all material amounts likely
to be waived due to procedural defects similariyiaan open for reassessment.

In November 2011, the Tax Court issued a rulindvwétspect to assessed 2001 withholding tax, holidiagthe statute of limitations had
run prior to assessment by SUNAT. The Company betiehat this adjudication of the withholding tazie is likely to be final, and the
Company expects to win a similar verdict with regge assessed 2002 withholding tax. Penalties rebect to withholding tax, however, are
not time-barred, and were confirmed in the Tax €sWctober 2011 ruling.
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The Company intends to appeal the Tax Court's @ct®B11 decision to the judicial court in Peru. Th@mpany has not received Tax
Court rulings for all periods, but it has receiatjudications of each substantive issue for at leas period. As a result, the Company expects
decisions for the remaining open periods to be isterg with decisions already rendered. The Compateynds to appeal any Tax Court vert
with respect to 2001 to the extent consistent #ithOctober 2011 decision in the government's faaod will protest any reassessment of
amounts dismissed by the Tax Court on procedumlrgts.

- Employee Severance and Contractor Terminatiomp s

A number of former employees and third-party casttyes have asserted a variety of claims in litigatagainst certain Latin American
subsidiaries of Global Crossing for separation gaygrance, commissions, pension benefits, ungaidtion pay, breach of employment
contracts, unpaid performance bonuses, propertyadas) moral damages and related statutory pendities, costs and expenses (including
accrued interest, attorneys fees and statutorilydated inflation adjustments) as a result of teeparation from the Company or terminatio
service relationships. Global Crossing is vigorpui#fending itself against the asserted claimschlvhiggregate approximately $ 43 million .

- Brazilian Tax Claims

In December 2004, March 2009 and April 2009, the Baulo state tax authorities issued tax assessragainst one of Global Crossin
Brazilian subsidiaries for the Tax on DistributiohGoods and Services (“ICMS”) with respect to newes from leasing movable properties (in
the case of the December 2004 and March 2009 assets and revenues from the provision of inteaneess services (in the case of the /
2009 assessment), by treating such activitieseaprtvision of communications services, to whioh lBMS tax applies. In September 2002
and July 2009, the Rio de Janeiro state tax auib®issued tax assessments to the same Braailtemidsary on identical issues. Global
Crossing has filed objections to these assessnmangising that the lease of assets and the providiorternet access are not communication
services subject to ICMS. The objections to theddadzer 2004 and September 2002 assessments haveejeeted by the respective state
administrative courts, and Global Crossing has alggethose decisions to the judicial courts. Theaons to the March, April and July 2009
assessments are still pending final administrateeisions.

The Company is vigorously contesting all such assesits in both states, and in particular, viewsadsessment of ICMS on revenues
from leasing movable properties to be without mé&gvertheless, the Company believes that it isaeably possible that these assessments
could result in a loss of up to $ 55 million in egs of the accruals established for these matters.

- Customer Bankruptcy Claim

During 2007 one of Global Crossing's U.S. subsidi&acommenced default and disconnect proceduréssagacustomer for breach of
a sales contract for termination of internatiorrad domestic wireless and wireline phone servicethas the nature of the customer's traffic,
which rendered the contract highly unprofitablé&obal Crossing. After the process was begun, tiséomer filed for bankruptcy protection,
thereby barring Global Crossing from taking furtbdesconnection actions against it. Global Crossiognmenced an adversary proceeding in
the bankruptcy court, asserting a claim for damadgethe customer's alleged breaches of the cartwrat for a declaration that, as a result of
these breaches, the customer was prohibited freom@ag the contract in its reorganization procegslin

The customer filed several counterclaims againeb@lCrossing alleging various breaches of confacittempting improperly to
terminate service, for improperly blocking inteiipagl traffic, for violations of the CommunicatioAst of 1934 and for related tort-based
claims. Global Crossing notified the customer tRktbal Crossing would be raising its rates for @ierof the services and filed a motion with
the bankruptcy court seeking additional adequegarasce for the rate change, or an order allowilodp& Crossing to terminate the customer's
service. The customer amended its counter clainasgert claims for breach of contract based upemate increase. On July 3, 2008, the Court
issued an opinion holding that the agreement digpaomit Global Crossing to
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increase the rates in the manner it did and thab&ICrossing: (a) breached the sales contraat @omg; and (b) was therefore not entitled to
additional adequate assurance or an order termgaérvice. The Court did, however, permit GlobadgsSing to amend its complaint to ples
rescission claim (which was filed on July 14, 2088y to assert other defenses.

The Court dismissed the customer's bankruptcy lepseder dated November 25, 2009, and retaineddiersary proceeding
(including the customer's counterclaim), whichtid gending. On December 26, 2009, Global Cross$ergiinated service to the customer.
Global Crossing amended its complaint to includegaltions relating to the manipulation of traffiatd, so called “ANI stripping,” and the
customer filed an amended answer, affirmative defsrand counterclaims.

On January 14, 2011, Global Crossing filed a motasrsummary judgment asserting that the custosiapt entitled to recover any
damages (other than those based on rescisgientheories) by reason of a limitation of liatyilprovision in the contract and applicable law.
July 22, 2011, the Court issued its decision omtiotion. Although the Court held that the limitatiof liability provision of the contract was
valid and enforceable and barred the customer frorauing all forms of lost profit damages, the Goafused to exclude the customer's claim
for general damages at this point, and is permgittivat issue to proceed.

Discovery in the action is now concluded and ther€ordered trial to proceed in three separate gghakrial of the first set of issues
commenced on November 14, 2011. After the Countchissstimony from four witnesses, the matter wgswded until January 23, 2012 and
further testimony was taken for three days. Tta will be continued sometime in the first quai2ei2. The customer's most recent damage
estimate ranges from approximately $ 150 millioapproximately $450 million . While the final outoe of this matter is uncertain, the
Company believes Global Crossing has good defdodanit substantially the amount of damages recable by the customer, including
defenses based upon the limitation of liabilityygsmns in the contract. However, the precise imjpéthe application of these defenses is
unclear and the Company therefore cannot providestimate of the possible loss or range of loexagess of the accrual that has been
established for this matter.

Letters of Credi

It is customary for Level 3 to use various finah@struments in the normal course of businesss&hiestruments include letters of
credit. Letters of credit are conditional commitrigeissued on behalf of Level 3 in accordance wikctfied terms and conditions. As of
December 31, 2011 and December 31, 2010 , Levatidhtstanding letters of credit of approximateB3smillion and $ 22 million ,
respectively, of which $29 million and $ 22 milligrare collateralized by cash, that is reflectedhenconsolidated balance sheets as restricted
cash. The Company does not believe it is reasonatdstimate the fair value of the letters of credid does not believe exposure to loss is
reasonably possible nor material.

Operating Leases

The Company is leasing rights-afay, facilities and other assets under variousatpey leases which, in addition to rental paymemizy
require payments for insurance, maintenance, ptyfeexes and other executory costs related toahgel. Certain leases provide for adjustn
in lease cost based upon adjustments in varioue prdexes and increases in the landlord’'s managesusts.

The right-of-way agreements have various expiratiates through 2088. Payments under these rigitagfagreements were $ 135
million in 2011 , $ 127 million in 2010 and $ 118llfon in 2009 .

The Company has obligations under non-cancelal#eatipg leases for certain colocation, office féie and other assets, including
lease obligations for which facility related resturing charges have been recorded. The leaseragnég have various expiration dates through
2119. Rent expense, including common area maintenamder non-cancelable lease agreements was i®ifligh in 2011 , $ 203 million in
2010 and $ 198 million in 2009 .

For those leases involving communications colocagind right-of-way agreements, the Company antiegthat it will renew these
leases under option provisions contained in thedemreements given the significant cost to
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relocate the Company's network and other facilities

Future minimum payments for the next five yearsarmetwork and related right-of-way agreementsraordcancelable operating leases
for facilities and other assets consist of theofwlhg as of December 31, 2011 (dollars in millions)

Future

Facilities Minimum

Right-of-Way and Other Sublease

Agreements Assets Total Receipts
2012 $ 14z $ 26€ $ 41C $ 13
2013 74 22¢ 30z 12
2014 69 204 273 8
2015 64 17¢ 243 7
2016 59 134 193 6
Thereafter 354 611 96& 16
Total $ 76z $ 162¢ $ 2,38 $ 62

Certain right of way agreements include provisifarancreases in payments in future periods basetthe rate of inflation as measured
by various price indexes. The Company has not dediestimates for these increases in future penotiie amounts included above.

Certain other right of way agreements are cancelabtan be terminated under certain conditiontheyCompany. The Company
includes the payments under such cancelable righitp agreements in the table above for a periotl gkar from January 1, 2012 , if the
Company does not consider it likely that it wilihcal the right of way agreement within the nextryea

Cost of Access and Third Party Maintenance

In addition, the Company has purchase commitmeitksthird-party access vendors that require it ttkenpayments to purchase network
services, capacity and telecommunications equipn8arhe of these access vendor commitments redi@@r€dmpany to maintain minimum
monthly and/or annual billings, in certain casesdobon usage. In addition, the Company has purawameitments with third parties that
require it to make payments for maintenance sesviicecertain portions of its network.

The following table summarizes the Company's puwel@mmitments at December 31, 2011 (dollars itiamd):

Less than 2-3 4-5 After 5
Total 1 Year Years Years Years
Cost of Access Services$ 222 $ 12z % 93 $ 6 $ 1
Third-Party
Maintenance Services 224 28 43 40 113
Total $ 44¢ $ 15C % 13¢ $ 46 $ 114

(17) Condensed Consolidating Financial Information

Level 3 Financing, a wholly owned subsidiary of @@mpany, has issued Senior Notes that are unskobligations of Level 3
Financing; however, they are also jointly and sagiand fully and unconditionally guaranteed onuaisecured senior basis by Level 3
Communications, Inc. and Level 3 CommunicationsCLLevel 3 Communications, LLC will, subject to ttexeipt of regulatory approval,
provide a guarantee of the 8.125% Senior Note20(8. See Note 12 — Long-Term Debt, for additiantdrmation.
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In conjunction with the registration of the Seniwtes, the accompanying condensed consolidatimgdial information has been
prepared and presented pursuant to SEC RegulatitoR@e 3-10 “Financial statements of guarantors affiliates whose securities
collateralize an issue registered or being regsitér

The operating activities of the separate legatiestincluded in the Company’s consolidated finahstatements are interdependent.
The accompanying condensed consolidating finamtiaimation presents the results of operationsirfgial position and cash flows of each
legal entity and, on an aggregate basis, the othierguarantor subsidiaries based on amounts ircbyresuch entities, and is not intended to
present the operating results of those legal estiin a stand-alone basis. Level 3 Communicatidrs,leases equipment and certain facilities
from other wholly owned subsidiaries of Level 3 Gommications, Inc. These transactions are eliminateéde consolidated results of the
Company.
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Condensed Consolidating Statements of Operations
For the year ended December 31, 2011

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

(dollars in millions)
Revenue $ — $ — $ 2,367 $ 2,19¢ $ (230) $ 4,33

Costs and Expense:

Cost of Revenue — — 88¢ 1,03¢ (21¢) 1,70¢
Depreciation and
Amortization — — 37€ 42¢ — 80¢E
Selling, General and
Administrative 2 19 1,26¢ 481 12 1,75¢
Restructuring Charges — — 1 10 — 11
Total Costs and
Expenses 2 19 2,53¢ 1,95¢ (230) 4,281
Operating Income (Loss) 2 (29) (167) 24C — 52

Other Income (Expense):

Interest income — — — 1 — 1
Interest expense (211) (471) 3) (31 — (71€)
Interest income
(expense) affiliates, net 86E 1,423 (2,06%) (223) — —
Equity in net earnings
(losses) of subsidiaries (1,34¢) (2,24)) 122 — 3,46t —
Other income (expense),
net (62) (39) 9 (32 — (129)
Total Other Expense (754) (1,327) (1,937) (28¢5) 3,46¢ (83¢)
Loss before Income Taxes (75€) (1,34¢) (2,109 (45) 3,46¢ (78€)
Income Tax Expense — = (15) (26) = (41)
Loss from Continuing
Operations (756) (1,346) (2,119 (72) 3,46 (827)
Income From Discontinue
Operations, Net = = — 71 — 71
Net Loss $ (756  $ (1,34 8 (2,119 % — 3 3465 $  (756)
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Condensed Consolidating Statements of Operations

For the year ended December 31, 2010

Revenue
Costs and Expense:

Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and
Expenses

Operating Income (Loss)
Other Income (Expense):
Interest income

Interest expense

Interest income (expense)

affiliates, net
Equity in net earnings
(losses) of subsidiaries

Other income (expense),
net

Total Other (Expense)

Income (Loss) before
Income Taxes

Income Tax (Expense)
Benefit

Income (Loss) from
Continuing Operations

Loss From Discontinued
Operations, Net

Net Income (Loss)

Level 3 Other Non-
Level 3 Level 3 Communications, Guarantor
Communications, Inc  Financing, Inc Subsidiaries Eliminations Total
(dollars in millions)

$ — 3 — 2,04¢ $ 1,77¢  $ (229 % 3,591
— — 80C 851 (219) 1,43¢
— — 42¢ 441 — 87C
2 — 1,18¢ 19¢ 12 1,37:¢
— — 1 1 — 2
2 — 2,41F 1,491 (229 3,67¢
) — (369 282 — (88)
— — 1 — — 1
(199 377 2 (8) — (58€)
795 1,29¢ (1,897 (202) — —
(1,227 (2,087 218 — 3,09 —
5 (55) 1 10 — (39
(620) (1,229 (1,679) (200 3,09 (624)
(622) (1,229 (2,042 83 3,09 (712)
— — 1) 92 — 91
(622) (1,22 (2,043 17t 3,09 (621)
= = = (1) = (2)
$ 622) $ (1,22)) (2,049 $ 174  $ 3,09C $ (622)
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Condensed Consolidating Statements of Operations

For the year ended December 31, 2009

Level 3 Level 3 Level 3 Broadwing Other Non-
Communications,  Financing, Communications, Financial Guarantor
Inc Inc LLC Services, Inc  Subsidiaries Eliminations Total
(dollars in millions)
Revenue $ —  $ —  $ 164: $ — 3 2,28: % (230) 3,69t
Costs and Expense:
Cost of Revenue — — 737 — 981 (219) 1,49¢
Depreciation and
Amortization — — 412 — 494 — 90€
Selling, General
and
Administrative 2 — 1,10¢ — 23¢ (132) 1,337
Restructuring
Charges — — 9 —_ — — 9
Total Costs anc
Expenses 2 — 2,26¢€ — 1,718 (230) 3,751
Operating Income
(Loss) 2 — (624) — 57C — (56)
Other Income
(Expense):
Interest income — — 1 — 1 — 2
Interest expense (211) (374 (@) 1) @) — (59%)
Interest income
(expense)
affiliates, net 79t 1,18( (2,057) — 82 — —
Equity in net
earnings (losses)
of subsidiaries (1,24%) (2,04¢) 387 — — 2,90 —
Other income
(expense), net 42 — 4 — (20) — 26
Total Other
Income
(Expense) (61€) (1,249 (1,667 1) 56 2,90¢ (567)
Income (Loss)
before Income Taxes (61¢) (1,247) (2,29)) 1) 62€ 2,90: (623)
Income Tax
(Expense) Benefit — — 2 — ?3) — @)
Income (Loss) from
Continuing
Operations (61¢) (1,247 (2,289 1) 622 2,90: (624)
Income From
Discontinued
Operations, Net — — — — 6 — 6
Net Income (Loss) $ (618) $ (1,24) 3 (2289 8 (1) 8 62¢  $ 2,90¢ (61€)
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Condensed Consolidating Balance Sheets
December 31, 2011

Assets

Current Assets:
Cash and cash

equivalents $

Restricted cash and
securities

Receivables, less
allowances for doubtful
accounts

Due from (to) affiliates

Other

Total Current Assets

Property, Plant, and
Equipment, net

Restricted Cash and
Securities

Goodwill and Other
Intangibles, net

Investment in Subsidiaries

Other Assets, net

Total Assets $

Liabilities and
Stockholder's Equity
(Deficit)

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

Commitments and
Contingencies

Stockholders' Equity
(Deficit)

Total Liabilities and
Stockholder's Equity
(Deficit)

Level 3 Level 3 Level 3 Other Non-
Communications, Financing, Communications, Guarantor
Inc Inc LLC Subsidiaries Eliminations Total
(dollars in millions)
2 6 61€ $ 292 —  $ 91¢&
— — 1 9 — 10
— — 59 58¢ — 64€
13,47. 14,58¢ (28,097) 36 — —
3 16 48 64 — 131
13,47° 14,60¢ (27,36¢€) 99C — 1,707
— — 2,828 5,312 — 8,13¢
18 — 19 14 — 51
— — 481 2,41¢ — 2,89¢
(10,719 (18,467 3,412 — 25,77 —
13 10¢ 6 267 — 395
2,79( (3,752) (20,627 $ 9,00z 2577 $ 13,18¢
$ — — 37 $ 71C —  $ 747
— — 2 63 — 65
— — 11€ 93 — 20¢
50 16% — 1 — 21€
— — 107 157 — 264
— 1 52 104 — 157
50 16€ 314 1,12¢ — 1,65¢
1,53t 6,68¢ 22 142 — 8,38t
— — 612 273 — 88t
14 11€ 14€ 791 — 1,067
1,19: (10,727) (21,719 6,66¢ 25,77 1,19:
2,79( (3,757 (20,627 % 9,00z 25770 $ 13,18¢
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Condensed Consolidating Balance Sheets

December 31, 2010

Assets

Current Assets:

Cash and cash
equivalents $

Restricted cash and
securities

Receivables, less
allowances for doubtfu
accounts

Due from (to) affiliates

Other

Current assets of
discontinued operations

Total Current Assets

Property, Plant, and
Equipment, net

Restricted Cash and
Securities

Goodwill and Other
Intangibles, net
Investment in Subsidiarie

Other Assets, net

NonCurrent assets of
discontinued operations

Total Assets $

Liabilities and
Stockholder's Equity
(Deficit)

Current Liabilities:

Accounts payable

Current portion of long
term debt

Accrued payroll and
employee benefits
Accrued interest
Current portion of
deferred revenue
Other

Current liabilities of
discontinued operations

Total Current Liabilities

Long-Term Debt, less
current portion

Deferred Revenue, less
current portion

Other Liabilities
NonCurrent Liabilities of
Discontinued Operations
Commitments and
Contingencies

Stockholders' Equity
(Deficit)

Total Liabilities and
Stockholder's Equity
(Deficit)

Level 3 Level 3 Level 3 Other Non-
Communications, Financing, Communications, Guarantor
Inc Inc LLC Subsidiaries Eliminations Total
(dollars in millions)
173 $ 7 35C $ 86 — 61€
— — 1 1 — 2
— — 46 21¢ — 25¢
11,927 11,42« (26,11 2,76 — —
4 10 41 28 — 83
— — — 12 — 12
12,10« 11,44: (25,67%) 3,10: — 972
— — 2,931 2,34¢ — 5,28¢
18 — 21 1C — 49
— — 543 1,25¢ — 1,79¢
(10,43) (17,17¢) 3,57¢ — 24,03¢ —
9 65 6 81 — 161
— — — 90 — 90
1,694 $ (5,670 (18,59) $ 6,88¢ 24,03¢ 8,35t
$ 1 $ — 57 $ 26¢ — 32€
17€ — 2 2 — 18C
— — 78 6 — 84
47 99 — — — 14€
— — 11& 36 — 151
— 1 45 7 — 53
— — — 16 — 16
224 10C 297 33t — 95€
1,612 4,56 24 68 — 6,26¢
— — 672 63 — 73€
15 107 154 164 — 44C
— — — 11z — 112
(157) (10,447) (19,74 6,144 24,03¢ (157)
1,69¢ $ (5,670 (18,59) % 6,88¢ 24,03¢ 8,35¢
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Condensed Consolidating Statements of Cash Flows

For the year ended December 31, 2011

Level 3

Communications,

Inc

Level 3
Financing,
Inc

Level 3
Communications,
LLC

Other Non-
Guarantor
Subsidiaries

Total

Net Cash Provided by (Used in)
Operating Activities of Continuing
Operations

Cash Flows from Investing
Activities:
Capital Expenditures

Decrease (increase) in restricted
cash and securities, net

Proceeds from sale of property,

plant, and equipment and other
assets

Investments in Global Crossing,
net of cash acquired

176 $

(42¢)

(dollars in millions)

292 $

(197)

(297)

(57)

14€

388

(494

(54)

14€

Net Cash Used in Investing
Activities of Continuing Operations

Cash Flows from Financing
Activities:
Long-term debt borrowings, net
issuance costs

Payments on and repurchases of
long-term debt, including current
portion and refinancing costs

Increase (decrease) due from
affiliates, net

292

(521)

234

1,58¢

(758)

(409

(199

16€

(208)

(341)

(399

1,87¢

(1,617)

Net Cash Provided by (Used in)
Financing Activities of Continuing
Operations

Net Cash Provided by Discontinue
Operations

Effect of Exchange Rates on Cash
and Cash Equivalents

427

16€

(339

51

261

51

Net Change in Cash and Cash
Equivalents

Cash and Cash Equivalents at
Beginning of Year

71

178

26¢€

35C

20€

86

61€

Cash and Cash Equivalents at Enc$

Year

61€ $

il
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Condensed Consolidating Statements of Cash Flows
For the year ended December 31, 2010

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

Eliminations

Total

(dollars in millions)

Net Cash Provided by (Used in)
Operating Activities of Continuing
Operations $ (15¢) $ (362 $ 7% $ 781

Cash Flows from Investing Activities:

Capital Expenditures — — (161) (274)

Decrease in restricted cash and
securities, net — — 3 —

Proceeds from sale of property,
plant, and equipment and other
assets — — 2 2

Net Cash Used in Investing Activities
of Continuing Operations — — (15€) (272)

Cash Flows from Financing Activitie

Long-term debt borrowings, net of
issuance costs 195 612 — —

Payments on and repurchases of
long-term debt, including current
portion and refinancing costs (32¢) (599) 1) )

Increase (decrease) due from
affiliates, net 22€ 347 — (579)

(428)

80€

(930)

Net Cash Provided by (Used in)
Financing Activities of Continuing
Operations 93 361 @) (575)

Net Cash Used in Discontinued
Operations — — — @

Effect of Exchange Rates on Cash ¢
Cash Equivalents — — — 8)

(122)
1)
(8)

Net Change in Cash and Cash
Equivalents (63) 1) (81) (75)

Cash and Cash Equivalents at
Beginning of Year 23€ 8 431 161

(220)

83€

Cash and Cash Equivalents at End qsf

Year 172 $ 7 % 35C $ 86

61¢€
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Condensed Consolidating Statements of Cash Flows
For the year ended December 31, 2009

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

(dollars in millions)

Net Cash Provided by (Use
in) Operating Activities of

Continuing Operations $ (142 $ (369 $ 1549 $ — 3 1,011 % — $ 34€
Cash Flows from Investing
Activities:
Capital Expenditures — — (121) — (187) — (309)
Decrease in restricted cash
and securities, net — — 2 — 3 — 5

Proceeds from sale of
property, plant, and
equipment and other ass! — — = — 1 _ 1

Net Cash Used in Investing

Activities of Continuing

Operations — — (119 — (183) — (302)
Cash Flows from Financing

Activities:

Long-term debt
borrowings, net of
issuance costs 26¢ 274 — — — — 542

Payments on and
repurchases of long-term
debt, including current
portion and refinancing

costs (51¢) (6) @) — 2 — (527)
Increase (decrease) due
from affiliates, net 56C 99 15C — (809) — —

Net Cash Provided by (Use
in) Financing Activities of

Continuing Operations 311 367 14¢ — (811) — 16
Net Cash Provided by

Discontinued Operations — — — — 6 — 6
Effect of Exchange Rates o

Cash and Cash Equivalents = = = — 2 — 2
Net Change in Cash and

Cash Equivalents 16¢ 2 (1249 — 25 — 68
Cash and Cash Equivalents

Beginning of Year 67 10 558 — 13€ — 768
Cash and Cash Equivalents at

End of Year $ 23 $ 8 3 431 % — 3 161 % — $ 83€

(18) Subsequent Events

In January 2012, Level 3 Financing, Inc. completeroffering of $ 900 million aggregate princip#lits 8.625% Senior Notes due
2020 ( 8.625% Senior Notes.) The offering of tr&28% Senior Notes was not registered under therlliesuvAct of 1933, as amended, and the
8.625% Senior Notes may not be offered or solthénUnited States absent registration or an appéctemption from registration
requirements. The 8.625% Senior Notes were sdldualified institutional buyers” as defined in RUL44A under the Securities Act of 1933,
as amended, and non-U.S. persons outside the UBiisdes under Regulation S under the Securitie®At933, as amended.

In February 2012, a portion of the net proceedsftioe offering of the 8.625% Senior Notes were ueagdeem all of Level 3
Financing's outstanding 9.25% Senior Notes due 20aggregate principal amount of $ 807 millionheTremaining proceeds constitute
purchase money indebtedness under the existingtimass of the Company and will be used solely talfthe cost of construction, installation,
acquisition, lease, development or improvementngf Belecommunications/IS assets (as defined irexiging senior secured credit agreement
and indentures of Level 3), including cash purchasze of any past, pending or future acquisitions.
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(19) Unaudited Quarterly Financial Data

Three Months Ended

March 31, June 30, September 30, December 31,
2011 2010 2011 2010 2011 2010 2011 2010
(dollars in millions except per share data)
Revenue $ 914 $ 90C $ 91 $ 89z $ 927 $ 89t $ 157¢ $ 904
Gross Margin 557 52¢ 56€ 534 58¢ 542 91¢ 552
Operating Income
(Loss) €) (39) 3 (27 7 (18) 45 (5)
Net Loss (204) (236) (180) (16€) (20€) (164) (164) (55)
Loss per share
(Basic and
Diluted) $ (18) $ (219 $ (159 $ (152 $ (1.76 $ (149 $ (0.80) $ (0.49

Loss per share for each quarter is computed ubmgveighted-average number of shares outstandiriggdiihat quarter, while loss per
share for the year is computed using the weightedage number of shares outstanding during the Jéars, the sum of the loss per share for
each of the four quarters may not equal the lossipare for the year.

In the fourth quarter of 2011, the Company complébee Amalgamation of Global Crossing through afte®, stock for stock transacti
and the disposition of its coal mining businessef@fing results have been included through theects dates of acquisition and sale. The
Company recognized a loss of of $ 27 million redate the redemption of the 3.5 % Convertible Sehotes due in June 2012 and prepayment
of the Tranche B Term Loan that was outstandingeutite existing Senior Secured Term Loan. As alre$a change in the estimated useful
lives of certain of the Company’s property, plantl @quipment, the Company had a reduction in dégires expense of approximately $ 74
million , which was accounted for as a change toaaoting estimate on a prospective basis effe@e®ber 1, 2011. The Company also
recognized $ 11 million of restructuring charges] & 20 million associated with the impairment eftain wireless spectrum licenses.

In the third quarter of 2011, the Company recoghizdoss of approximately $ 30 million relatedhie tonversion of the 15 Convertible
Senior Notes due 2013 and the repurchase of th# F8&nior Notes due 2012.

During the second quarter of 2011, the Companygized a loss of approximately $ 23 million relatedhe retirement of its 9.25 %
Senior Notes due 2014.

During the first quarter of 2011, the Company retpgd a loss of approximately $ 20 million relatedhe redemption of the 5.25 %
Convertible Senior Notes due 2011 in February 281id exchange of the 9.0 % Convertible Senior Distblotes due 2013.

In the first quarter of 2010, the Company recogiaes 55 million loss on the early extinguishmeindebt associated with the tender
offer to repurchase the outstanding 12.25% Senate$N The Company also recognized a $ 4 milliss during the second quarter of 2010
result of the redemption of its 10% Convertible iSeNotes due 2011.

In fourth quarter of 2010, the Company recogniz&dd8 million tax benefit primarily as a resultrefeasing valuation allowances
associated with net operating loss carryforwardsifits foreign subsidiaries.

F-77




Table of Contents

SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, this 28 day of February, 2012.

LEVEL 3 COMMUNICATIONS, INC.

By: /sl JAMES Q. CROWE
Name: James Q. Crowe
Title: Chief Executive Officer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

/sl WALTER SCOTT, JR.

Walter Scott, Jr. Chairman of the Board rbaby 28, 2012
/s JAMES Q. CROWE
James Q. Crowe Chief Executive Officer and &oe February 28, 2012
Executive Vice President and
s/ SUNIT S. PATEL Chief Financial Officer
Sunit S. Patel (Principal Financial Officer) February 28, 2012
/s/ ERIC J. MORTENSEN Senior Vice President and Controller (Principal
Eric J. Mortensen Accounting Officer) February 28, 2012
/s/ ARCHIE CLEMINS
Archie Clemins Director February 28, 2012
Is/ JAMES O. ELLIS, JR
James O. Ellis, Jr. Director February 28, 2012
Is/ RICHARD R. JAROS
Richard R. Jaros Director February 28, 2012
/s/ LEE THENG KIAT
Lee Theng Kiat Director February 28, 2012
/s MICHAEL J. MAHONEY
Michael J. Mahoney Director February 28, 2012
s/ CHARLES C. MILLER, Il Executive Vice President, Vice Chairman and
Charles C. Miller, llI Director February 28, 2012
/s/ JOHN T. REED
John T. Reed Director February 28, 2012
/s PETER SEAH LIM HUAT
Peter Seah Lim Huat Director February 28, 2012
I/s/ ALBERT C. YATES
Albert C. Yates Director February 28, 2012
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CONFORMED COPY TO REFLECT AMENDMENTS MADE THROUGH O CTOBER 19, 2011

* % %

RESTATED CERTIFICATE OF INCORPORATION
OF
LEVEL 3 COMMUNICATIONS, INC.

Pursuant to Section 242 and 245
of the Delaware General Corporation Law

ARTICLE |
NAME

The name of the Corporation is: Level 3 Commune] Inc.

ARTICLE Il
REGISTERED OFFICE AND REGISTERED AGENT

The address of the registered office of the Conpaman the State of Delaware is 1209 Orange Sti@mington, New Castle Count
Delaware 19801. The name of its registered agesuct address is Corporation Trust Company. [NEz fEgistered office and registered ay
change reflected here was effective February 222R0

ARTICLE 1l
PURPOSES

The nature of the business or purposes to be ctedioc promoted by the Corporation is to engageninlawful act or activity for
which corporations may be organized under the Géi@orporation Law of the State of Delaware (th&sCL").

ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total number of shares of capital stock whith@orporation shall have the authority to issug0i3,333,333, consisting of
293,333,333 shares of Common Stock, par value@0%hare (the “Common Stock”) and 10,000,000 shafr@referred Stock, par value $.01
per share (“Preferred Stock”).

ARTICLE V
COMMON STOCK

A. Dividends. After dividends payable on any PregdrStock have been declared and set aside orPsafdrred Stock having a
preference over the Common Stock with respecte@ttyment of such dividends, the holders of ComBtock shall be entitled to receive,
when and as declared, out of assets and funddyleyalilable therefor, cash or non-cash divideralgaple as and when the Board of Directors
in its sole business judgment so declares. Any digtlend shall be payable ratably to all recorttleos of Common Stock as of the record
fixed by the Board of Directors in accordance with By-laws of the Corporation for the payment ¢uodr

B. Liquidation Rights. In the event of any volurtar involuntary liquidation, dissolution or windjrup of the Corporation
(“Liquidation”), the holders of Common Stock theatstanding shall be entitled to be paid ratably




out of the assets and funds of the Corporationaai for distribution to its stockholders, aft@idasubject to the payment in full of all amounts
required to be distributed to the holders of argféred Stock upon Liquidation, an amount equahéir share (including any declared but
unpaid dividends on the Common Stock, subject ép@rtionate adjustment in the event of any stogiddnd, stock split, stock distribution or
combination with respect to such shares) of sushtasind funds.

C. Voting.

1. Except as required by law, or as otherwise iediherein or in any amendment hereof, the entitiey power of the Corporation
with respect to all matters other than the electibdirectors shall be vested in the holders of @mmn Stock voting together as a single class.
Except as required by law, or as otherwise proviter@in or in any amendment hereof, the entirenggbower of the Corporation with respect
to the election of directors shall be vested inttbklers of Common Stock voting together as a sictiss.

2. Each holder of Common Stock entitled to votdlsita@very meeting of the stockholders of the @oation be entitled to one vote
for each share of Common Stock registered in hiseomame on the record of stockholders.

D. Effective as of 5:00 p.m. Eastern time on Oetdl®, 2011 (the “Amendment Effective Time”), evéifieen (15) shares of the
Corporation’s Common Stock, par value $.01 pereshiasued and outstanding immediately prior toAtreendment Effective Time (the “Old
Common Stock”), will be automatically reclassifiasl and converted into one share of the CorporatiGonmmon Stock, par value $.01 per
share (the “New Common Stock”).

Notwithstanding the immediately preceding sentenodractional shares of New Common Stock shalkbaed to the holders of
record of Old Common Stock in connection with theefjoing reclassification of shares of Old Commtotk In lieu thereof, the aggregate of
all fractional shares otherwise issuable to theléad of record of Old Common Stock shall be isdoetie Corporation’s transfer agent for the
accounts of all holders of record of Old Commonc&totherwise entitled to have a fraction of a shissaed to them. The sale of all of the
fractional interests will be effected by the trarsigent as soon as practicable after the Amendiféatdtive Time on the basis of prevailing
market prices of the New Common Stock on the Newk\siock Exchange at the time of sale. After swalk and, in the case of holders of
certificated shares of Old Common Stock, upon threesder of such stockholders’ stock certificaths,transfer agent will pay to such holders
of record their pro rata share of the net proceledived from the sale of the fractional interests.

Each stock certificate that, immediately priorte Amendment Effective Time, represented shar&@&ldfCommon Stock shall, from
and after the Amendment Effective Time, automaljcahd without the necessity of presenting the stanexchange, represent that number of
whole shares of New Common Stock into which theeshaf Old Common Stock represented by such aetéishall have been reclassified
well as the right to receive cash in lieu of amacfional shares of New Common Stock as set fortivelh provided, however, that each holder
of record of a certificate that represented shaf&@ld Common Stock shall receive, upon surrendsuoh certificate, book-entry shares
representing the number of whole shares of New Cam8tock into which the shares of Old Common Stegkesented by such certificate
shall have been reclassified, as well as any eabkéu of fractional shares of New Common Stockvtich such holder may be entitled
pursuant to the immediately preceding paragraph.

ARTICLE VI
PREFERRED STOCK

The Preferred Stock may be issued from time to ismberein provided in one or more series. Thegdasibns, relative rights,
preferences and limitations of the Preferred Staokl, particularly of the shares of each serieetifemay, to the extent permitted by law, be
similar to or differ from those of any other seri@he Board of Directors is hereby expressly gréuatethority, subject to the provisions of this
Article VI, to fix, from time to




time before issuance thereof, the number of shareach series and all designations, relative sighteferences and limitations of the shares in
each such series, including, but without limitihg generality of the foregoing, the following:

A. the designation of the series and the numbshafes to constitute each series;

B. the dividend rate on the shares of each ser@gg]itions on which and times at which dividends galyable, whether dividends st
be cumulative, and the preference or relationnijf)avith respect to such dividends (including prefees over dividends on the
Common Stock or any other class or classes);

C. whether the series will be redeemable (at th®opf the Corporation or the holders of such ekar both, or upon the happening
of a specified event) and, if so, the redemptidogzand the conditions and times upon which rediemmay take place and
whether for cash, property or rights, includingusées of the Corporation or another corporation;

D the terms and amount of any sinking, retirememuchase fund;

E. the conversion or exchange rights (at the opifcthe Corporation or the holders of such shardsoth, or upon the happening of a
specified event), if any, including the conversmwrexchange price and other terms of conversi@xohange;

F. the voting rights, if any (other than any votiights that the Preferred Stock may have as aemattiaw);
G. any restrictions on the issue or reissue orafadelditional Preferred Stock;

H. the rights of the holders upon voluntary or itwaary liquidation, dissolution or winding up dfet affairs of the Corporation
(including preferences over the Common Stock orathgr class or classes or series of stock); and

I. such other special rights and privileges, if diay the benefit of the holders of Preferred Staskshall not be inconsistent with
provisions of this Restated Certificate of Incogaan.

All shares of Preferred Stock of the same seriali bk identical in all respects, except that shafeany one series issued at different
times may differ as to dates, if any, from whictiidends thereon may accumulate. All shares of edeStock of all series shall be of equal
rank and shall be identical in all respects extlegt any series may differ from any other serieth wéspect to any one or more of the
designations, relative rights, preferences andditioins described or referred to in subparagraphse A inclusive above.

ARTICLE VII
DIRECTORS

A. The Board of Directors shall consist of no fewhsan six persons and no more than fifteen persomssuch number shall be fixed
by, or in the manner provided in, the By-laws & ®orporation.

B. At each annual meeting of the stockholders efGorporation, the date of which shall be fixedbbypursuant to the By-Laws of the
Corporation, the directors shall be elected to ludfite for a term of one (1) year and until sudtecdtor’s successor is elected and qualified or
until such director’s earlier resignation or remioWwo




decrease in the number of directors constitutimgBbard of Directors shall shorten the term of Bxyimbent director.

C. A director may be removed from office only fause and only by vote of at least a majority ofdhtstanding stock entitled to vote
in an election of directors.

D. Any vacancy on the Board of Directors, howeesuiting, may be filled only by a majority of thigettors then in office, even if
less than a quorum, or by a sole remaining director

ARTICLE VI
STOCKHOLDERS’ VOTE

Any action required or permitted to be taken at angual or special meeting of stockholders mayakert only upon the vote of the
stockholders at an annual or special meeting doticed and called, as provided in the By-laws ef @orporation, and may not be taken by a
written consent of the stockholders.

ARTICLE IX
INDEMNIFICATION

The Corporation shall indemnify each person wharigas a director, officer or employee of the Cogtion (including the heirs,
executors, administrators or estate of such persois)or was serving at the request of the Cotfmas a director, officer or employee of
another corporation, partnership, joint venturestior other enterprise, to the fullest extent peech under applicable law.

The indemnification provided by this Article IX dhaot be deemed exclusive of any other rights kicl any of those seeking
indemnification or advancement of expenses mayntitezl under any by-law, agreement, vote of stoddtérs or disinterested directors or
otherwise, both as to action in his official capyaeind as to action in another capacity while hddsuch office, and shall continue as to a
person who has ceased to be a director, officemgloyee and shall inure to the benefit of theharecutors and administrators of such a
person.

ARTICLE X
LIMITATION OF LIABILITY

A director of this Corporation shall not be perdbniable to the Corporation or its stockholdeos fnonetary damages for breach of
fiduciary duty as a director, except for liabil{iy for any breach of the director’s duty of loyatb the Corporation or its stockholders, (ii) for
acts or omissions not in good faith or which inwlatentional misconduct or a knowing violationlaifv, (iii) under Section 174 of the DGCL,
or (iv) for any transaction from which the directigrived an improper personal benefit. If the DGE€Bmended after approval by the
stockholders of this Article X to authorize corperaction further eliminating or limiting the persd liability of directors, then the liability of
director of the Corporation shall be eliminatedimited to the fullest extent permitted by the DG&4 so amended.

Any repeal or modification of the foregoing parggrdy the stockholders of the Corporation shallathtersely affect any right or
protection of a director of the Corporation exigtat the time of such repeal or modification.

ARTICLE Xl
SPECIAL MEETINGS

Special meetings of the stockholders of the Cotpmrdor any purpose or purposes may be calledhat a




time by the Board of Directors, the President,Gingef Executive Officer or the Chairman of the Bbaf Directors. Special meetings of the
stockholders of the Corporation may not be callg@y other person or persons.

ARTICLE XlI
RATIFICATION BY STOCKHOLDERS

Any contract, transaction or act of the Corporatorf the directors, which shall be ratified bynajority of a quorum of the
stockholders then entitled to vote at any annuadting or at any special meeting called for suctppse, shall, so far as permitted by law and
by this Certificate of Incorporation, be as valittlaas binding as though ratified by every stockbokhtitled to vote at such meeting.

ARTICLE Xl
AMENDMENTS OF CERTIFICATE

The Corporation reserves the right to amend, alteange or repeal any provision contained in tlist®ed Certificate of
Incorporation or in any amendment hereto by thigrafftive vote of a majority of the outstanding #emntitled to vote thereon.

ARTICLE XIV
CREDITORS

Whenever a compromise or arrangement is proposegeba this Corporation and its creditors or anglaf them and/or between t
Corporation and its stockholders or any class efrthany court of equitable jurisdiction within t8&ate of Delaware may, on the application in
a summary way of this Corporation or of any creditostockholder thereof on the application of amgeiver or receivers appointed for this
Corporation under the provisions of section 29Tité 8 of the DGCL or on the application of trussan dissolution or of any receiver or
receivers appointed for the Corporation under tio@ipions of Section 279 of Title 8 of the DGCLder a meeting of the creditors or class of
creditors, and/or of the stockholders or classadldholders of the Corporation, as the case mayodee summoned in such manner as the said
court directs. If a majority in number representingee-fourths in value of the creditors or classreditors, and/or of the stockholders or class
of stockholders of this Corporation, as the casg b&g agree to any compromise or arrangement aadyteeorganization of this Corporation
as consequence of such compromise or arrangerhergaid compromise or arrangement and the saidaeization shall, if sanctioned by the
court to which the said application has been maddyinding on all the creditors or class of craditand/or on all the stockholders or class of
stockholders, of this Corporation, as the case begayand also on this Corporation.

ARTICLE XV
BY-LAWS

In furtherance and not in limitation of the poweohferred by statute, the Board of Directors isregply authorized to adopt, repeal,
alter, amend or rescind the By-laws of the Corponatn addition, the By-laws of the Corporationyntse adopted, repealed, altered, amended
or rescinded by the affirmative vote of at leastaority of the outstanding stock entitled to vtitereon.



STATEMENTS RE COMPUTATION OF RATIOS

Exhibit 12

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNING TO FIXED CHARGES

LEVEL 3 COMMUNICATIONS, INC.

Fiscal Year Ended

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

Taxes $ (78€) $ (712) $ (623 $ (312 $ (1,167
Interest on Debt, Net of Capitalized Interest 71€ 58€ 59k 57C 60¢
Amortization of Capitalized Interest — — — 48 68
Portion of rents deemed representative of the

interest factor (1/3) 77 69 68 68 63
(Losses) Earnings Available for Fixed

Charges $ 7 % (57 $ 40 $ 374 % (427)
Interest on Debt $ 71€ $ 43¢ $ 59t $ 57C % 60¢
Preferred Dividends — — — — —
Interest Expense Portion of Rental Expense 77 69 68 68 63
Total Fixed Charges $ 79 % 507 $ 665 9 63 $ 672
Ratio of Earnings to Fixed Charges — — — — —
Deficiency $ (78€) $ (564 $ (623 $ (2649 $ (1,099




Level 3 Communications, Inc.
Subsidiaries of the Registrant

Asia Pacific:

AmSoft Information Services Limited
Global Crossing Australia Pty Limited
Global Crossing Hong Kong Limited
Global Crossing Japan KK

Global Crossing Singapore Pte. Ltd.
Level 3 Communications K.K.

Level 3 CDN Hong Kong, Limited
WilTel Communications Pty Limited

Bermuda :

Atlantic Crossing Ltd.

GC Crystal Holdings Ltd.

Global Crossing Asia Holdings Ltd.
Global Crossing Australia Holdings Ltd.
Global Crossing Holdings Limited

Global Crossing International Networks Ltd.

Global Crossing International, Ltd.
Global Crossing Network Center Ltd.
Level 3 GC Limited

Old GMS Holdings Ltd.

PAC Panama Ltd.

South American Crossing Holdings Ltd.

Europe :

Corvis Netherlands Holdings, B.V.

Corvis Netherlands Operating B.V.
Fibernet GmbH

GC IMPSAT Holdings Nederland B.V.

GC Pan European Crossing France s.a.r.l.
Global Crossing Ireland Limited

Global Crossing PEC Belgium b.v.b.a.
Global Crossing PEC Czech s.r.o.

Global Crossing PEC Danmark ApS
Global Crossing PEC Deutschland GmbH
Global Crossing PEC Espana S.A.

Global Crossing PEC ltalia s.r.l.

Global Crossing PEC Luxembourg | S.a.r.l.

Global Crossing PEC Luxembourg Il S.a.r.l.

Global Crossing PEC Nederland B.V.
Global Crossing PEC Norge AS

Global Crossing PEC Osterreich GmbH
Global Crossing PEC Switzerland AG

Jurisdiction
Mauritius
Australia
Hong Kong
Japan
Singapore
Japan
Hong Kong
Australia

Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda

The Netherlands
The Netherlands
Germany

The Netherlands
France

Ireland

Belgium

Czech Republic
Denmark
Germany

Spain

Italy
Luxembourg
Luxembourg
The Netherlands
Norway

Austria
Switzerland
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Global Crossing PEC Telekomiinikasyon Hizmetleri itéd Sirketi

Global Crossing PEC Holdings B.V.
Global Crossing Services Europe Limited
Global Crossing Services Ireland Limited
Global Crossing Sverige A.B.

Global Crossing Ukraine

Level 3 Communications SLU

Level 3 Communications (Ireland) Limited
Level 3 Communications A.B.

Level 3 Communications AG

Level 3 Communications AS

Level 3 Communications B.V.

Level 3 Communications EOOD

Level 3 Communications GmbH

Level 3 Communications GmbH SP z.0.0.
Level 3 Communications Kft.

Level 3 Communications Limited

Level 3 Communications Oy

Level 3 Communications S.r.L.

Level 3 Communications S.R.L.

Level 3 Communications s.r.o

Level 3 Communications SARL

Level 3 Communications SAS

Level 3 Communications spol. s.r.o.
Level 3 Communications, S.A.

Level 3 Development B.V.

Level 3 Europe B.V.

Level 3 Holdings, B.V.

Level 3 telekomunikacijske storitve d.o.o.

North America :

ALC Communications Corporation
Ameritel Management, Inc.
BioClean Fuels, Inc.

Broadwing, LLC

Broadwing Communications, LLC
BTE Equipment, LLC

CCC Canada Holding, Inc.
Continental Holdings Inc.
Continental Level 3, Inc.
Continental Mineral Sales, Inc.
Corvis Canada Inc.

Corvis Equipment, LLC

Corvis Gratings Company
Eldorado Acquisition Two, Inc.
Front Range Insurance Company, Inc.

Turkey

The Netherlands
Ireland

Ireland

Sweden

Ukraine

Spain

Ireland

Sweden
Switzerland
Norway

The Netherlands
Bulgaria
Germany
Poland

Hungary

Ireland

Finland

Italy

Romania

Czech Republic
Luxembourg
France

Slovakia
Belgium

The Netherlands
The Netherlands
The Netherlands
Slovenia

Delaware
British Columbia
Delaware
Delaware
Delaware
Delaware
Delaware
Wyoming
Delaware
Delaware
Quebec
Delaware
Canada
Delaware
Hawali'i




FTV Communications, LLC

KMI Continental Lignite, Inc.

HQ Realty, Inc.

Global Crossing Americas Solutions, Inc.
Global Crossing Bandwidth, Inc.

Global Crossing Development Co.

Global Crossing Local Services, Inc.

Global Crossing North America, Inc.

Global Crossing North American Holdings, Inc.

Global Crossing Telecommunications-Canada, Ltd.

Global Crossing Telecommunications, Inc.
Global Crossing Telemanagement VA, LLC
GT Landing Il Corp.

Impsat Fiber Networks, Inc.

Legend Circle Holdings, Inc.

Level 3 Asia, Inc.

Level 3 CDN International, Inc.

Level 3 Communications, LLC

Level 3 Communications Canada Co.
Level 3 Communications of Virginia, Inc.
Level 3 Enhanced Services, LLC

Level 3 Financing, Inc.

Level 3 EON, LLC

Level 3 Holdings, Inc.

Level 3 International, Inc.

Level 3 International Services, Inc.
Orygen, LLC

SR91 Corp.

TelCove FWL, Inc.

TelCove of Pennsylvania, LLC

TelCove Operations, LLC

The Continental Group of Canada, Inc.
Vyvx, LLC

Whitney Holding Corp.

WilTel Communications Network, Inc.
WilTel Communications, LLC

XCOM Technologies of New York, Inc.

South America, Mexico & Caribbean:

GC SAC Argentina S.R.L.

G.C. St. Croix Company, Inc.

Global Crossing Argentina S.A.

Global Crossing Chile S.A.

Global Crossing Colombiana Ltda.

Global Crossing Colombia S.A.

Global Crossing Comunicacoes do Brasil Ltda.

Delaware
Delaware
Delaware
Delaware
California
Delaware
Michigan
New York
Dretaie
nada
Michigan
Virginia
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Nova Scotia
Virginia
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
California
Delaware
Delaware
Delaware
Ontario
Delaware
Nebraska
New Brunswick
Delaware
New York

Argentina
U.S. Virgin Islands
Argentina
Chile
Colombia
Colombia

Brazi




Global Crossing Comunicaciones Ecuador S.A.
Global Crossing Costa Rica S.R.L.

Global Crossing Landing Mexicana S. de R.L.
Global Crossing Mexicana, S. de R.L. de C.V.
Global Crossing Mexicana Il, S. De R.L. de C.V.
Global Crossing Panama, Inc.

Global Crossing Peru S.A.

Global Crossing Servicios, S. de R. L. de C. V.
Global Crossing Venezuela S.A.

Impsat Participacoes E Comercial Ltda.

SAC Brasil Holding Ltda.

SAC Brasil S.A.

SAC Panama, S.A.

SAC Peru S.R.L.

Telecom Infrastructure Hardware S.R.L.
Williams Communicaciones Chile Limitada (Chile)
WilTel Communications (Cayman) Limited
WilTel International Telecom (Chile) Limited

United Kingdom :

Fibernet UK Limited

GC Impsat Holdings | Limited

GC Impsat Holdings Il Limited

GC Impsat Holdings Il Limited

Global Crossing (Bidco) Limited

Global Crossing Conferencing Limited
Global Crossing Europe Limited

Global Crossing Financial Markets Limited
Global Crossing (UK) Finance Plc

Global Crossing (UK) Telecommunications Limited
Level 3 Communications Limited

Level 3 Communications (Austria) Ltd.

Level 3 Communications (Denmark) Ltd.
Level 3 Communications (Servecast) Limited
Pan American Crossing UK Ltd

Ecuado
Costa Rica
Mexico
Mexic
Xite
Panama
Peru
xie
Venezuela
Brazil
Brazil
Brazil
Panama
Peru
Peru
ifeh
Cayman Islands
Cayman Islands

England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales

dgtand & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales



Exhibit 23

Consent of Independent Registered Public Accountingirm

The Board of Directors
Level 3 Communications, Inc.:

We consent to the incorporation by reference inrtggstration statements (Nos. 333-53914, 333-91888-68887, 3331713
333-115062, 333-125262, 333-156709, 333-160493;-B33854 and 333-178060) on Forn8Sand the registration stateme
(Nos. 333-79533, 333-42465, 333-68447, 333-586@B-52697, 333-115472, 333-115751, 333-174354 arg+BB/977) o
Form S8 of Level 3 Communications, Inc. of our reportsediaFebruary 28, 2012, with respect to the conateid balance she
of Level 3 Communications, Inc. and subsidiarieoBBecember 31, 2011 and 2010, and the relatedotiolated statements
operations, cash flows, changes in stockholdensityegdeficit), and comprehensive loss for eachttd years in the thregeal
period ended December 31, 2011, and the effectsgeakinternal control over financial reportingadDecember 31, 2011, whi
reports appear in the December 31, 2011 annuaitrepd-orm 10-K of Level 3 Communications, Inc.

Our report on the effectiveness of internal conweér financial reporting as of December 31, 20bhtains an explanatc
paragraph that states that the gross amount of &stets and revenue of Global Crossing Limited #ra excluded fro
management's assessment of the effectivenessafdhicontrol over financial reporting as of andtfte year ended December
2011 are $5.159 billion (which includes goodwill$f.114 billion included within the scope of thesessment) and $654 millic
respectively. Our audit of internal control overdncial reporting also excluded an evaluation efittternal control over financ
reporting of this entity.

/sl KPMG LLP

Denver, Colorado
February 28, 2012



Exhibit 31.1

CERTIFICATIONS*

[, James Q. Crowe, certify that:

1.

2.

| have reviewed this Form 10-K of Level 3 Commutimas, Inc.;

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

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

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

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

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

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

d. Disclosed in this report any change in the regidtsanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting;dan

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

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

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

Date: February 28, 2012

/s/ James Q. Crowe

James Q. Crowe
Chief Executive Officer

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



Exhibit 31.2

CERTIFICATIONS*

[, Sunit S. Patel, certify that:

1.

2.

| have reviewed this Form 1K-of Level 3 Communications, In

Based on my knowledge, this report does not coratay untrue statement of a material fact or omfitate a material fact necessary
to make the statements made, in light of the citances under which such statements were madmisieading with respect to
the period covered by this report;

Based on my knowledge, the financial statemamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this
report;

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

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

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

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

d. Disclosed in this report any change in thestegnt's internal control over financial reportitigt occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaceporting; and

The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent et@tuaf internal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weakressg the design or operation of internal contr@rdinancial reporting which
are reasonably likely to adversely affect the regid’s ability to record, process, summarize aqubrt financial information;
and

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

Date: February 28, 2012

/s/ Sunit S. Patel

Sunit S. Patel
Chief Financial Officer

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



Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Form 10-K of Level 3 Comnuations, Inc. (the “Company”) for the year endeat&maber 31, 2011 as filed with the

Securities and Exchange Commission on the dat@h@he “Report”), I, James Q. Crowe, Chief ExeeeatOfficer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursa&h906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

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

/sl James Q. Crowe
James Q. Crowe

Chief Executive Officer
February 28, 2012




Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Form 10-K of Level 3 Comnuations, Inc. (the “Company”) for the year endeat&maber 31, 2011 as filed with the

Securities and Exchange Commission on the dat@h@he “Report”), I, Sunit S. Patel, Chief FinaalcOfficer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursa&h906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

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

/s/ Sunit S. Patel
Sunit S. Patel

Chief Financial Officer
February 28, 2012




