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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the Quarterly Period Ended September 30, 2012
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) (Zipde)
(720) 888-1000
(Registrant’s telephone number,
including area code)

Indicate by check mark whether the registrant @b tiled all reports required to be filed by SectiB or 15(d) of the Securities Exchange Act 0f4193
during the preceding 12 months (or for such shgréeiod that the registrant was required to filehsteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. ¥g8s No O

Indicate by check mark whether the registrant iisnitted electronically and posted on its corpo¥alieb site, if any, every Interactive Data File
required to be submitted and posted pursuant te Rb of Regulation S-T (§232.405 of this chapderjng the preceding 12 months (or for such shorter
period that the registrant was required to submitgost such files). Ydgl NoO

Indicate by check mark whether the registrantlage accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&se
definitions of “large accelerated filer,” “accelezd filer,” and “smaller reporting company” in Rulb-2 of the Exchange Act. (Check one):

Large accelerated filéx] Accelerated filerd

Non-accelerated fileltl Smaller reporting companid
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act). Yed&d No
The number of shares outstanding of each clagsedfsuer’'s common stock, as of November 2, 2012:

Common Stock: 217,902,512 shares
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Part | - Financial Information
Iltem 1. Financial Statements

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statements of Operations
(unaudited)

Three Months Ended Nine Months Ended

September 30, September 30, September 30, September 30,
(dollars in millions, except per share data) 2012 2011 2012 2011

Revenue $ 1,59C $ 927 $ 476z $ 2,75¢

Costs and Expenses Exclusive of Depreciation and
Amortization shown separately below:

Cost of Revenue 64z 34z 1,94 1,04¢
Depreciation and Amortization 18t 203 563 612
Selling, General and Administrative 61¢ 37E 1,851 1,08¢
Restructuring Charges 6 — 14 —
Total Costs and Expenses 1,45 92( 4,37¢ 2,741
Operating Income 13¢ 7 387 7
Other Income (Expense):
Interest income — — 2 —
Interest expense (18¢) (17¢) (55¢) (49%)
Loss on extinguishment of debt, net (49 (30 (110 (73
Other, net (54) (€N} (52 5
Total Other Expense (291 (209 (719 (5639)
Loss Before Income Taxes (153) (202 (337) (55€)
Income Tax Expense (13 (6) (35 (36)
Loss from Continuing Operations (16€) (20¢) (36€) (592)
Income (Loss) from Discontinued Operations, Net — 1 — Q)
Net Loss $ (16€) $ (207 $ (366) $ (599)

Basic and Diluted Loss per Share

Loss per Share from Continuing Operations $ (0.7¢) $ (1.7¢) $ 1.7 $ (5.17%)

Income (Loss) per Share from Discontinued

Operations — 0.01 — (0.07)
Net Loss per Share $ (0.7¢) $ a.75) $ .71 $ (5.1¢)

Shares Used to Compute Basic and Diluted Loss per
Shar€ (in thousands) 217,30: 118,06 214,49t 114,58!

*Adjusted to give effect to the 1 for 15 reversecktsplit that became effective on October 19, 2@EE Note 1 - Organization and Summary
of Significant Accounting Policies.

See accompanying notes to consolidated financsistents.
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LEVEL 3 COMMUNICATIONS, INC AND SUBSIDIARIES
Consolidated Statements of Comprehensive Loss
(unaudited)

Three Months Ended Nine Months Ended

September 30, September 30, September 30, September 30,
(dollars in millions) 2012 2011 2012 2011

Net Loss $ (166) $ (207) $ (366) $ (599)

Other Comprehensive Income (Loss) Bel
Income Taxes:

Foreign Currency Translation 48 (40 16 1C
Holding Gain on Interest Rate Swaps,
including Reclassification Gains 74 2 90 1C
Other, net — 14 2 13
Other Comprehensive Income (Loss),
Before Income Taxes 122 (24) 10¢ 33

Income Tax Related to Items of Other
Comprehensive Income (Loss) — — — —

Other Comprehensive Income (Loss), Ne
Income Taxes 122 (29 10¢ 33

Comprehensive Loss $ (44) $ 23) $ (25¢) $ (560

See accompanying notes to consolidated financsgistents.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Supplementary Stockholders' Equity Information
Accumulated Other Comprehensive Income (Loss)
For the nine months ended September 30, 2012

(unaudited)

Net Foreign

Currency Unrealized Holding

Translation Gain (Loss) on
(dollars in millions) Adjustment Interest Rate Swaps Other Total
Balance at December 31, 2011 $ 39 $ 90 $ (29) % (80)

Change 16 9C 2 10¢

Balance at September 30, 2012 $ 55 § — $ (27 $ 28

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

(unaudited)
September 30, December 31,

(dollars in millions, except share data) 2012 2011
Assets:
Current Assets:

Cash and cash equivalents $ 79 $ 91¢

Restricted cash and securities 8 10

Receivables, less allowances for doubtful accooh$27 and $21, respectively 74¢ 64¢

Other 18€ 131
Total Current Assets 1,73¢ 1,700
Property, Plant and Equipment, net of accumulaegietiation of $8,183 and $7,678, respectively 8,191 8,13¢
Restricted Cash and Securities 39 51
Goodwill 2,56¢ 2,541
Other Intangibles, net 287 35¢
Other Assets, net 39¢ 39t
Total Assets $ 13,21¢ $ 13,18¢
Liabilities and Stockholders’ Equity
Current Liabilities:

Accounts payable $ 71¢ $ 741

Current portion of long-term debt 2132 65

Accrued payroll and employee benefits 162 20¢

Accrued interest 16€ 21€

Current portion of deferred revenue 26C 264

Other 122 157
Total Current Liabilities 1,64% 1,65¢
Long-Term Debt, less current portion 8,49¢ 8,38t
Deferred Revenue, less current portion 841 88t
Other Liabilities 1,03: 1,067
Total Liabilities 12,01 11,99¢
Commitments and Contingencies
Stockholders’ Equity:

Preferred stock, $.01 par value, authorized 10(@shares: no shares issued or outstanding — —

Common stock, $.01 par value, authorized 343,33sbares at September 30, 2012 and 293,333,33&ceniber 31, 2011:

217,710,720 issued and outstanding at Septemb@03@,and 207,913,428 issued and outstanding arbleer 31, 2011 2 2

Additional paid-in capital 13,97¢ 13,70¢

Accumulated other comprehensive income (loss) 28 (80)

Accumulated deficit (12,809 (12,43%)
Total Stockholders’ Equity 1,20¢ 1,19¢
Total Liabilities and Stockholders’ Equity $ 1321€ 3 13,18¢

See accompanying notes to consolidated finan@&stents.
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(unaudited)

Nine Months Ended

September 30, September 30,
(dollars in millions) 2012 2011
Cash Flows from Operating Activities:

Net loss (366) $ (599)

Loss from discontinued operations — 1

Loss from continuing operations (36€) (592

Adjustments to reconcile loss from continuing ofiers to net cash provided by

operating activities of continuing operations:

Depreciation and amortization 562 612
Non-cash compensation expense attributable to steekds 10z 68
Loss on extinguishments of debt, net 11C 73
Loss on interest rate swaps 60 —
Accretion of debt discount and amortization of debtiance costs 33 45
Accrued interest on long-term debt, net 47 36
Deferred income taxes 18 34
Gain on sale of property, plant and equipment dhdrassets — 2
Other, net (16) (6)
Changes in working capital items:
Receivables (120 (70
Other current assets (29 12
Payables (42 10
Deferred revenue (45) (6)
Other current liabilities (44) 9
Net Cash Provided by Operating Activities of Contityg Operations 17¢ 19¢
Cash Flows from Investing Activities:

Capital expenditures (54%) (34¢)

Decrease (increase) in restricted cash and sexsnitét 15 (63)

Proceeds from the sale of property, plant and eqgei and other assets 5 4

Other 23 —
Net Cash Used in Investing Activities of Continui@gerations (53¢ (405
Cash Flows from Financing Activities:

Long-term debt borrowings, net of issuance costs 3,315 76E

Payments on and repurchases of long-term debudimg current portion and

refinancing costs (3,089 (713

Proceeds from stock options exercised 5 —
Net Cash Provided by Financing Activities of Contirg Operations 234 54
Discontinued Operations:

Net cash used in investing activities — 4)
Net Cash Used in Discontinued Operations — 4)
Effect of Exchange Rates on Cash and Cash Equigalen 1 1
Net Change in Cash and Cash Equivalents (125) (155
Cash and Cash Equivalents at Beginning of Period 91¢ 61€
Cash and Cash Equivalents at End of Period 792 461

Supplemental Disclosure of Cash Flow Information:
Cash interest paid 572 $ 414



Income taxes paid, net of refunds $
Non-cash Financing Activities:

Long-term debt conversion into equity

Premium on long-term debt conversion into equity

Accrued interest conversion into equity

Long-term debt issued and proceeds placed int@escr

Long-term debt issued in exchange transaction

Long-term debt retired in exchange transaction

@ B BB BB

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

(1) Organization and Summary of Significant Accounihg Policies
Description of Business

Level 3 Communications, Inc. and subsidiaries {dempany" or "Level 3") is a facilities based prdet (that is, a provider that owns
or leases a substantial portion of the plant, pty@nd equipment necessary to provide its seryioka broad range of integrated
communications services. The Company created itsraanications network by constructing its own asaet$ through a combination of
purchasing other companies and purchasing or lgdadailities from others. Level 3's network is aternational, facilities based
communications network. The Company designed itword to provide communications services that emlod take advantage of rapidly
improving underlying optical, Internet Protocol neputing and storage technologies.

On October 4, 2011, a subsidiary of Level 3 congaléts amalgamation with Global Crossing LimiteGl@bal Crossing"), which
thereby became a wholly owned indirect subsididtye® Company through a tax free, stock for steakgaction (the "Amalgamation"). See
Note 2- Events Associated with the Amalgamation of Glabedssing.

Until November 2011, the Company also was engagedal mining through its two 50% owned joint-vaetsurface mines, one each
in Montana and Wyoming. The Company completed #e af its coal mining business on November 14,12@Eke Note 4 - Dispositions.

Principles of Consolidation and Basis of Presentation

The consolidated financial statements include tu®ants of Level 3 Communications, Inc. and subsids in which it has a controlli
interest. Prior to the disposition of the coal m@business during the fourth quarter of 2011 Qbempany's 50%wned mining joint venture
were consolidated on a pro rata basis. All sigaifidntercompany accounts and transactions havedlarinated. The accompanying
consolidated financial statements have been prdpar@ccordance with accounting principles gengradicepted in the United States
("GAAP").

As part of its consolidation policy, the Companysiadlers its controlled subsidiaries, investmentsusinesses in which the Compan
not the primary beneficiary or does not have eifectontrol but has the ability to significantlyflinence operating and financial policies, and
variable interests resulting from economic arrangei:that give the Company rights to economic risk®wards of a legal entity.

The accompanying consolidated balance sheet asadrbber 31, 2011, which was derived from auditetsalidated financial
statements, and the unaudited interim consolid@tedcial statements as of September 30, 2012 @nithé three and nine months ended
September 30, 2012 and 2011 have been preparaghputs the rules and regulations of the Securéties Exchange Commission (the
“SEC") for quarterly reports on Form 10-Q and da imelude all of the information and note disclessirequired by GAAP for complete
financial statements. These financial statemerdsldibe read in conjunction with the Company'’s tediconsolidated financial statements
and notes thereto included in the Company’s ForiK 18 amended, for the year ended December 31.,. 201the opinion of the Company’s
management, these financial statements contagdplstments (consisting only of normal recurringuatinents) necessary for a fair
presentation of financial position, results of giems and cash flows at the dates and for theiintgeriods presented herein. The results of
operations for an interim period are not necessarilicative of the results of operations expedtad full fiscal year.

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

Effective after the close of trading on October4®]1, the Company completed a 1 for 15 reversek Split as previously approved by
the Company's stockholders. Proportional adjustsneete made to the Company's outstanding convedigbt, warrants, equity awards and
to its equity compensation plans to reflect theersg stock split. No fractional shares were issn@bnnection with the reverse stock split, as
stockholders who would otherwise hold a fracticstare 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.
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Reclassifications

Certain amounts in the prior period consolidatedficial statements and accompanying footnotes e reclassified to conform to
the current period's presentation.

Recently Issued Accounting Pronouncements

In July 2012, the Financial Accounting Standards Board ("FASBSued guidance that allows companies to consjdelitative factor
when testing indefinitéived intangible assets for impairment. Current GAfequires an entity to perform a two step teswfinch the firs
step involves estimating the fair value of inddfdived intangible assets and comparing it to theyiag value. The recently issued guida
allows an entity to assess qualitative factorseteiemine whether it is more likely than not that fhir value exceeds the carrying value
to performing the two step evaluation required @ pf the quantitative assessment. If it is debeech that it is unlikely that the carrying va
exceeds the fair value, then the entity is no lomgguired to complete the two step indefiditeed intangible assets impairment evaluatior
the quantitative assessment. The amendments a&aaiedf for annual and interim impairment tests @ened for fiscal years beginning a
September 15, 2012 , with early adoption permitted.

(2) Events Associated with the Amalgamation of Gladd Crossing

On October 4, 2011, a subsidiary of Level 3 conguléts amalgamation with Global Crossing, whichame a wholly owned indirect
subsidiary of the Company through a tax free, sfoclstock transaction. As a result of the Amalgtom (i) each issued and outstanding
common share of Global Crossing was exchanged&ahares of Level 3 common stock (unadjusted f@rltfor 15 reverse stock split
completed on October 19, 2011), including the dased rights under the Company’s Rights Agreematit Wells Fargo Bank, N.A., as
rights agent (the “Amalgamation Consideration”) diijdeach issued and outstanding share of Globat§ing’s 2% cumulative senior
convertible preferred stock was exchanged for thrayamation Consideration, plus an amount equéleé@ggregate accrued and unpaid
dividends thereon. In addition, (i) the outstandiegted options to purchase Global Crossing conshares were modified into vested
options to purchase a number of shares of Levaldtemon stock equal to 1nes the number of Global Crossing common shavesred b
such Global Crossing options, and (i) the issusdi @utstanding restricted stock units covering @l@krossing common shares, to the extent
applicable in accordance with their terms, vestadisettled for a number of shares of Level 3's comstock equal to 16 times the number of
Global Crossing common shares covered by suchatestrstock units.

In connection with the closing of the Amalgamatibayel 3 Financing, Inc. ("Level 3 Financing") anded its existing credit agreement
to incur an additional $650 million of borrowindgg@ugh an additional tranche (the "Tranche B liMf&oan."). In addition, the $1.2 billion
of proceeds from the initial and additional isst@n€8.125% Senior Notes due 2019 in June and2lilly} (see Note 8 — Long-Term Debt)
by an indirect wholly owned subsidiary were depasinto an escrow account. On October 4, 2011gvalg the consummation of the
Amalgamation and the satisfaction of certain esam@ase conditions, the 8.125% Senior Notes weseraed by Level 3 Financing (the
“Notes Assumption”), and the funds were releasethfthe escrow account. The net aggregate procemustifie Tranche B 1l Term Loan and
8.125% Senior Notes were used to refinance ceetasting indebtedness of Global Crossing in corinaavith the closing of the
Amalgamation and for general corporate purposes.

As a result of the Amalgamation, the Company isamgtoximately 88.53 million shares of common st@kusted for the October 19,
2011 1 for 15 reverse stock split, to former haddefr Global Crossing common shares and Global @rg'ss2% cumulative senior
convertible preferred stock, and Level 3 causedefinancing of approximately $1.36 billion of GEllCrossing's outstanding consolidated
debt.

Based on (i) the number of Level 3 shares issi@8153 million as adjusted for the 1 for 15 revestxk split completed on October 19,
2011), (ii) the closing stock price of Level 3 commrstock as of October 3, 2011 ( $21.15 as adjdstetie 1 for 15 reverse stock split
completed on October 19, 2011), and (iii) the d#lfblobal Crossing refinanced ( $1.36 billion )¢ tBompany determined that the aggregate
consideration for acquisition accounting, includagsumed debt, approximated $3.4 billion . Theimst stock units covering Global
Crossing common
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shares settled for Level 3 shares of common starke weduced in settlement of employee income aprbpdax withholding obligations and
the corresponding amounts of approximately $8lionilvere paid in cash. The premium paid by Leviel Bhis transaction is attributable to
strategic benefits, including a significantly exdad IP/optical network with global reach includi@guth America, Asia and the Pacific
region, an improved credit profile and reducedriitial leverage attributed to enhanced financial gmerational scale, and the opportunity for
investment and network expansion. The Company ltasngprehensive portfolio of voice, video and d@&eviges, which operates on a unique
global services platform anchored by subsea amésteial fiber optic networks in North America, Bpe and Latin America. The goodwill
associated with this transaction is not expectdzbtdeductible for income tax purposes.

The combined results of operations of Level 3 atab@ Crossing are included in the Company's codatdd results of operations
beginning in October 2011. The assets acquirediabitities assumed of Global Crossing were recagdiat their acquisition date fair value.
The purchase price allocation of acquired assetsaasumed liabilities, including the assignmergaddwill to reporting units was completed
in October 2012. The following is the final alloicat of the purchase price.

Purchase Price Allocation

(dollars in millions)

Assets:
Cash, Cash Equivalents, and Restricted Cash $ 22¢
Property, Plant, and Equipment 3,09¢
Goodwill 1,12
Identifiable Intangibles 10€
Other Assets 651
Total Assets 5,20¢
Liabilities:
Long-term Debt (1,559
Other Liabilities (1,68¢)
Total Liabilities (3,247
Total Estimated Consideration $ 1,962

Level 3 entered into certain transactions with @ldbrossing prior to completing the Amalgamatioheneby Level 3 received cash for
communications services to be provided in the &ytwhich it accounted for as deferred revenue. fssalt of the Amalgamation, Level 3
could no longer amortize this deferred revenue @atmings and accordingly, reduced the purchase ppplied to the net assets acquired in
the Amalgamation by $77 million , the amount of theamortized deferred revenue as of the acquisitade.

As a result of refinements to the preliminary pasd price allocation that were made during the minaths ended September 30, 2012
there were changes to the initial amount of goddieitermined in the fourth quarter of 2011, whielvé been reflected in the above table.
refinements were primarily a result of changedimpurchase price allocation for estimated taxatada allowances and reserves. These
changes are the result of additional informatiotamied since the filing of the Company's Form 1@Kthe year ended December 31, 2011.
The effect of the adjustments did not result inaarial change to previously reported amounts.

10
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The following unaudited pro forma financial infortizan presents the combined results of Level 3 aludb&@ Crossing as if the
completion of the Amalgamation had occurred asaafiary 1, 2010.

(dollars in millions, except per share data) Three Months Ended September 30, 2011 Nine Months Ended September 30, 2011

Total Revenue $ 1,60¢ $ 4,73¢
Net Loss $ (224) $ (652)
Net Loss per share $ (1.08) $ (3.2))

These results include certain adjustments, prigdrike to a net decrease in depreciation and aratidizexpense due to the Company,
in connection with the Amalgamation, increasing ¢ésémated useful lives of the acquired conduigrfiand certain transmission equipment
while increasing the fair value of tangible andaigible assets, decreases in interest expense daeel 3's issuance of incremental debt in
order to redeem and refinance Global Crossing tthetbthad higher interest rates than the increméntahcing, and to eliminate historical
transactions between Level 3 and Global Crossihg.Uhaudited pro forma financial information is mdended to represent or be indicative
of the actual results of operations of Level 3 thatild have been reported had the Amalgamation bempleted on January 1, 2010, nor is it
representative of future operating results of tbenGany. The unaudited pro forma information dogsmeude any operating efficiencies or
cost savings that Level 3 may achieve with resfgecbmbining the companies.

Acquisition related costs include transaction cgsitsh as legal, accounting, valuation, and othefegsional services as well as
integration costs such as severance and retert@muisition related costs have been recorded iingelgeneral and administrative expense
and restructuring charges in the Company's coretelitistatements of operations during the periodstinzh costs were incurred. Since the
acquisition date, Level 3 incurred total acquisitielated transaction costs of approximately $48anithrough September 30, 2012 , which
is unchanged from December 31, 2011. Since theisitiqn date, Level 3 incurred total acquisitiofated integration costs of approximately
$82 million through September 30, 2012 . In additioevel 3 expects to incur additional integratietated costs through the remainder of
2012.

In April 2011, Level 3 adopted a Stockholder Rightan to protect its U.S. federal net operating losrryforwards from certain Internal
Revenue Code Section 382 limitations. On May 2422the stockholders of the Company ratified swbtption. This plan was designed to
deter trading that would result in a change of kar{as defined in that Code Section), and thesefwotect the Company's ability to use its
historical U.S. federal net operating loss carmyinds in the future.

(3) Loss Per Share

The Company computes basic net loss per sharevidirdj net loss for the period by the weighted agernumber of shares of comn
stock outstanding during the period. Diluted neslper share is computed by dividing net lossHereriod by the weighted average number
of shares of common stock outstanding during thimgend including the dilutive effect of commongk that would be issued assuming
conversion or exercise of outstanding convertiloites, stock based compensation awards and otheivdisecurities. The effect of
approximately 35 million and 47 million shares igBle pursuant to the various series of convertibtes outstanding at September 30, 2012
and September 30, 2011, respectively, have notinetrded in the computation of diluted loss pesrshbecause their inclusion would have
been anti-dilutive to the computation. In addititme effect of the approximately 7 million and 3lionh stock options, outperform stock
options, restricted stock units and warrants ontitey at September 30, 2012 and September 30, 28d(dectively, have not been included in
the computation of diluted loss per share becawsie inclusion would have been anti-dilutive to ttemputation.

11
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(4) Dispositions

Level 3, through its two 50% owned joint-venturefage 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 mirbnginess to Ambre Energy Limited as |
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 Legsdd@ance sheet and the Company recognized agaire transaction of approximately
$72 million , which was included in the consolidh&tatements of operations within "Income from Brgmued Operations" in the fourth
quarter of 2011. The financial results of the aoaling business were included in the Company's@aieged results of operations through
the date of sale, and the three and nine montbgsesgnded September 30, 2011 have been revisefldctithe presentation within
discontinued operations.

The following amounts relate to the operationshef ¢oal business and were derived from historinahicial information and have been
segregated from continuing operations and rep@sediscontinued operations in the ConsolidateceBtants of Operations (dollars in
millions):

Three Months Ended September 30, 2011 Nine Months Ended September 30, 2011

Revenue $ 20 $ 54
Cost of Revenue 18 52
Depreciation and Amortization 1 3
Selling, General, and Administrative — —

Total Costs and Expenses 19 55
Operating Income (Loss) 1 (0]
Total Other Expense — —
Income (Loss) From Discontinued
Operations, Net $ 1 % 1)

12
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(5) Acquired Intangible Assets

Identifiable acquisition-related intangible assetf September 30, 2012 and December 31, 2011agddlows (dollars in millions):

Gross
Carrying Accumulated
Amount Amortization Net
September 30, 2012
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 77€  $ (620 $ 15€
Trademarks 55 149 41
Patents and Developed Technology 15¢ (200 58
98¢ (739 25t
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
$ 1,021 $ (734 $ 287
December 31, 2011
Finite-Lived Intangible Assets:
Customer Contracts and Relationships $ 77€ $ (57 $ 20t
Trademarks 55 3 52
Patents and Developed Technology 15¢ (89) 69
98¢ (663%) 32€
Indefinite-Lived Intangible Assets:
Vyvx Trade Name 32 — 32
$ 1,021 % (66%) $ 35¢

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

Acquired finite-lived intangible asset amortizatiexpense was $21 million and $71 million for theethand nine months ended
September 30, 2012 and $23 million and $72 milfarthe three and nine months ended Septemberdd, 2

At September 30, 2012 , the weighted average reéntpirseful lives of the Company's acquired finiteedl intangible assets was 3.2
years for customer contracts and relationst4.2 years for patents and developed technologyBayeirs for trademarks.

13
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As of September 30, 2012 , estimated amortizatiperse for the Company’s finite-lived acquisitiediated intangible assets over the
next five years and thereafter is as follows (dslia millions):

2012 (remaining three months) $ 18
2013 73
2014 62
2015 45
2016 28
2017 13
Thereafter 16

$ 25E

(6) Fair Value of Financial Instruments

The Company'’s financial instruments consist of casth cash equivalents, restricted cash and seyréccounts receivable, accounts
payable, capital leases, other liabilities, interate swaps and long-term debt (including theenirportion) as of September 30, 2012 and
December 31, 2011. The carrying values of cashcastd equivalents, restricted cash and securittesuats receivable, accounts payable,
capital leases and other liabilities approximatesirtfair values at September 30, 2012 and DeceBithe2011. The interest rate swaps are
recorded in the consolidated balance sheets atdhie. See Note 7 - Derivative Financial Instrutaend Note 8 - Long-Term Debt. The
carrying value of the Company’s long-term debt|uding the current portion, reflects the originel@unts borrowed net of unamortized
discounts and premiums and was $8.7 billion an8 BBlion as of September 30, 2012 and Decembe2311, 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 measurementsdisalosures for assets and liabilities
required to be recorded at fair value, the Compamsiders the principal or most advantageous markehich it would transact and
considers assumptions that market participants dvesé when pricing the asset or liability, sucingrent risk, transfer restrictions, and risk
of nonperformance.

Fair Value Hierarchy

GAAP establishes a fair value hierarchy that rezgian entity to maximize the use of observabletgyanod minimize the use of
unobservable inputs when measuring fair value.flievalue measurement of each class of assetiahilities is dependent upon its
categorization within the fair value hierarchy, &sipon the lowest level of input that is significto the fair value measurement of each
of asset and liability. GAAP establishes three et 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 ssctpuated prices for similar assets or liabilitigsoted prices in markets with
insufficient volume or infrequent transactions ¢lestive markets); or model-derived valuations hicl all significant inputs are observable
or can be derived principally from or corroborabgdobservable market data for substantially thetéun of the assets or liabilities.

Level 3—Unobservable inputs to the valuation methodoldmt aire significant to the measurement of fair @afiassets or liabilities.
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The table below presents the fair values for eda$smf Level 3 liabilities as well as the input levels used ébedmine these fair valu
as of September 30, 2012 and December 31, 2011:

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)
September 30, December 31, September 30, December 31, September 30, December 31,
2012 2011 2012 2011 2012 2011
(dollars in millions)
Liabilities Recorded at Fair
Value in the Financial
Satements:
Derivatives:
Interest Rate Swap Liabilitie
(included in other non-currel
liabilities) $ 63 90 —  $ — 3 63 $ 90
Total Derivative Liabilities
Recorded at Fair Value in
the Financial Statements $ 63 a0 — % — % 63 $ 90
Liabilities Not Recorded at
Fair Value in the Financial
Statements:
Long-term Debt, including the
current portion:
Term Loans $ 2,574 2,567 2,621 $ 2,51¢ $ — % —
Senior Notes 5,18: 4,71¢ 5,59( 4,82 — —
Convertible Notes 84t 93¢ 291 247 763 834
Commercial Mortgage — 65 — — — 73
Capital Leases and Other 107 162 — — 107 162
Total Long-term Debt,
including
the current portion: $ 8,70¢ 8,45( 8,50¢ $ 7581 $ 87C $ 1,07(

Derivatives

The fair value of interest rate swaps are estimat@tcordance with the GAAP Fair Value Measuremanid Disclosures guidance
using discounted cash flow techniques that userellsle market inputs, such as LIBOR-based forwaettlycurves, forward rates, and the
specific swap rate stated in each of the swap aggets.

Term Loans

The fair value of the Term Loans was approxima#2y6 billion and $2.5 billion at September 30, 2@h2l December 31, 2011,
respectively. The fair value of each loan is basethe September 30, 2012 and December 31, 20dihgrquotes as provided by large
financial institutions that trade in the Company&m Loans. The pricing quotes provided by thesekatgarticipants incorporate LIBOR
curve expectations, interest spread, corporate and
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loan credit ratings, maturity date (March 2014, dgeby 2016, September 2018 and August 2019) andllig;, among other loan
characteristics and relative value across othériments of similar terms. The interest spreadsHer$1.4 billion Tranche A Term Loan was
LIBOR plus 2.25% (aggregate principal value) andIBOR plus 4.25% with a LIBOR floor of 1.5% foréhTranche B Il and Tranche B I
Term Loans, respectively. The interest spread& ®©R plus 3.25% for the Tranche B 2016 Term Load &IBOR plus 3.75% for the
Tranche B 2019 Term Loan, with the LIBOR floor aes minimum of 1.5% on both loans.

On August 6, 2012 , the Tranche A Term Loan waisaeted. See Note 8 - Long-Term Debt for details.

The Term Loans are secured by a pledge of theyemiérests in certain U.S.-based subsidiariesedel 3 Financing; 65% of the equity
interests in each of Level 3 Financing's Canadigvsgliary and its Bermuda subsidiary that indiseotvns Global Crossing's non-U.S.
subsidiaries; and liens on the assets of Level@@onications, Inc. and certain U.S.-based subsédianf Level 3 Financing. In addition,
Level 3 Communications, Inc. and certain U.S.-basdssidiaries of Level 3 Financing have providdddnd unconditional guarantees of the
obligations under the Term Loans. However, the @naB 2016 Term Loan and the Tranche B 2019 Teranlltave not yet been guaranteed
by Level 3 Communications, LLC, an indirect, whotiwned subsidiary of the Company, and certainsol@dmestic subsidiaries due to the
need for regulatory approvals, which are being bbug

Senior Notes

The estimated fair value of the Company’s SenioteN@pproximated $5.6 billion and $4.8 billion ap&mber 30, 2012 and December
31, 2011, respectively, based on market prices fain@alue of each instrument was based on theeBaper 30, 201and December 31, 20
trading quotes as provided by large financial tnstins that trade in the Company’s securities. ptieing quotes provided by these market
participants incorporate spreads to the Treasunyegsecurity coupon (which ranges from LIBOR pig5% to 11.875% ), corporate and
security credit ratings, maturity date (rangingnird014 to 2020) and liquidity, among other secuhgracteristics and relative value at both
the borrower entity level and across other se@sitf similar terms.

The 11.875% Senior Notes due 2019 and the 8.875%61S9dotes due 2019 were issued by the Companyesndot guaranteed by any
of the Company's subsidiaries. The remaining SeMates are obligations of Level 3 Financing, Ined are all fully and unconditionally
guaranteed by Level 3 Communications, Inc. ancgrathan the 7% Senior Notes due 2020, by Level@i@onications, LLC. Regulatory
approval is being sought to enable Level 3 Comnatitns, LLC to guarantee the 7% Senior Notes d2§20

Convertible Notes

The estimated fair value of the Company'’s actitegled 6.5% Convertible Senior Notes due 2016 wasoximately $291 million at
September 30, 2012 and $247 million at DecembeR@1]. The fair value of the Compasctively traded Convertible Notes is based o
trading quotes as of September 30, 2012 and Degediib@011 provided by large financial institutichat trade in the Company’s securities.
The estimated fair value of the Company’s Convétifiotes that are not actively traded, such ag%eConvertible Senior Notes due 2015,
the 7% Convertible Senior Notes due 2015, SeriemB,the 15% Convertible Senior Notes due 2013cxppated $763 million at
September 30, 2012 and $834 million at DecembeR@11]. A portion of the Company's 15% ConvertibdmiSr Notes due 2013 were
exchanged for equity during the first quarter o120as discussed in Note 8 - Long-Term Debt. Tnesgé the fair value of the Convertible
Notes that are not actively traded, Level 3 usBthak-Scholes valuation model and an income approactyubscounted cash flows. The
most significant inputs affecting the valuation #re pricing quotes provided by market participah#t incorporate spreads to the Treasury
curve, security coupon (ranging from 7% to 15%o))\wertible optionality, corporate and security déreatings, maturity date (ranging from
2013 to 2015), liquidity, and other equity optiopits, such as the risk-free rate, underlying spraie, strike price of the embedded
derivative, estimated volatility and maturity inpdbr the option component and for the bond compgramong other security characteristics
and relative value at both the borrower entity larel across other securities with similar termse Tair value of each instrument is obtained
by adding together the value derived by discountiiregsecurity’s coupon or interest payment usinglka
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adjusted discount rate and the value calculated flee embedded equity option based on the estinvaladlity of the Company’s stock
price, conversion rate of the particular ConveetiNbte, remaining time to maturity, and risk-fraéet The Convertible Notes are unsecured
obligations of Level 3 Communications, Inc. No ddizsy of Level 3 Communications, Inc. has providgeduarantee of the Convertible
Notes.

Commercial Mortgage

During the third quarter of 2012, the outstandiniggipal of the Commercial Mortgage was fully reghaBee Note 8 - Long Term Debt
for additional information. The fair value of th@@mercial Mortgage was approximately $73 milliorDacember 31, 2011 as compared to
the carrying amount of $65 million . The Commerditdrtgage was not actively traded and its fair eakas estimated by management using
a valuation model based on an income approachsighéicant inputs used to estimate fair valueha$ debt instrument using discounted ¢
flows included the anticipated scheduled mortgagements and observable market yields on otherelgttvaded debt of similar
characteristics and collateral type.

Prior to its repayment, the Commercial Mortgage wagcured obligation of HQ Realty, Inc., a whalyned subsidiary of the
Company. HQ Realty, Inc.’s obligations under therBmercial Mortgage were secured by a first prioligyp on the Company’s headquarters
campus located at 1025 Eldorado Boulevard, Broddhfteolorado 80021 and certain HQ Realty, Inc.rietetd cash and reserve accounts.

(7) Derivative Financial Instruments

The Company has floating rate long-term debt (set 18 - Long-Term Debt). Such debt exposes the @omo variability in interest
payments due to changes in interest rates. Iféat@ates increase, interest expense increasegefely, if interest rates decrease, interest
expense also decreases. The Company uses derifratimeial instruments, primarily interest rate @sain an attempt to manage its exposure
to fluctuations in interest rate movements. The Gany’s primary objective in managing interest rék is to decrease the volatility of its
earnings and cash flows affected by changes intthlerlying rates. To achieve this objective, thenPany enters into financial derivatives,
primarily interest rate swap agreements, the vadi@ghich change in the opposite direction of théapated future cash flows. The
Company does not use derivative financial instrusér speculative purposes. See Note 8 - Long-T2ett.

In March 2007, Level 3 Financing Inc. entered itwto interest rate swap agreements to hedge thegttpayments on $1 billion
notional amount of floating rate debt. The Comphag designated these interest rate swap agreeaseossh flow hedges. The two interest
rate swap agreements are with different countagsaaind are for $500 million each. The arrangemaedgsn in April 2007 and mature in
January 2014. Under the terms of theses arrangenteatCompany receives interest payments basealiony three month LIBORerms an
pays interest at the fixed rate of 4.93% underamangement and 4.92% under the other.

On a quarterly basis, the Company evaluates tleeteféness of the hedges by measuring the extevititth the change in the variable
portion of the interest rate swaps offsets the ghaiin interest expense paid due to fluctuatioritkerLIBOR -based interest rate. Prior to
August 6, 2012, these derivatives were deemedtefecash flow hedges and hedge ineffectivenessnatimaterial in any periods present
As a result, the change in the fair value of therigst rate swap agreements was reflected in AclatetiOther Comprehensive Income (L«
(“AOCI") and was subsequently reclassified into earningatfir an interest expense yield adjustment in résgahe hedged debt obligati
as periodic settlements occurred throughout tha tdrthe swaps by the making of interest paymentsuzh debt.

As a result of the refinancing of the Tranche Afidroan on August 6, 2012 , the two interest rateagreements maturing in early
2014 that had effectively hedged changes in theést rate on a portion of the Tranche A Term Lware deemed "ineffective" under GA/
The Company recognized a non-cash loss on theragres of approximately $60 million (excluding acsdunterest) in the third quarter of
2012, which represented the cumulative loss recoidl&OCI at the date the instruments ceased ttifgues hedges. After August 6, 2012,
the Company will reflect the change in the fairueabf the swaps in Other Income in its
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Consolidated Statement of Operations until matwftthe swaps in early 2014. For both the threerdand months ended September 30, 2!
the Company recognized $3 million of Other Incom¢hie Company's Consolidated Statement of Opesation

Number of Notional
Interest Rate Derivative Instruments (dollars in millions)
Interest rate swaps Two $ 1,00(C

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

Liability Derivatives

September 30, 2012 December 31, 2011
Derivatives designated as Balance Sheet Fair Balance Sheet Fair
hedging instruments Location Value Location Value
Cash flow hedging contracts Other noncurrent liabilities  $ — Other noncurrent liabilities  $ 90

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

Derivatives designated as hedging instruments 2012 2011

Cash flow hedging contracts
Three Months Ended September 30, $ 74 3 2
Nine Months Ended September 30, $ 9 $ 10

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

Derivatives designated as hedging instruments Income Statement Location 2012 2011

Cash flow hedging contracts:
Three Months Ended September 30, Interest Expense $ 4 9 (12)
Nine Months Ended September 30, Interest Expense $ (26) $ (35

The Company is exposed to credit related loss#irvent of non-performance by counterparties.chumterparties to the financial
derivatives the Company has entered into are niagtitutions with investment grade credit ratinfeke Company evaluates counterparty
credit risk before entering into any hedge trarieacind 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 iglsgontracts, should any of these counterps
fail to perform as contracted.
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(8) Long-Term Debt

As of September 30, 2012 and December 31, 201d;term debt was as follows:

(dollars in millions) September 30, 2012 December 31, 2011
Senior Secured Term Loan* $ 2,61t $ 2,60(
Senior Notes due 2014 (9.25%) — 807

Floating Rate Senior Notes due 2015 (4.469% as of
September 30, 2012 and 4.202% as of December 3.

2011) 30C 30C
Senior Notes due 2017 (8.75%) — 70C
Senior Notes due 2018 (10.0%) 64C 64C
Senior Notes due 2019 (11.875%) 60% 60%
Senior Notes due 2019 (9.375%) 50C 50C
Senior Notes due 2019 (8.125%) 1,20( 1,20(
Senior Notes due 2019 (8.875%) 30C —
Senior Notes due 2020 (8.625%) 90C —
Senior Notes due 2020 (7%) 77t —
Convertible Senior Notes due 2013 (15.0%) 17z 272
Convertible Senior Notes due 2015 (7.0%) 20C 20C
Convertible Senior Notes due 2015 Series B (7.0%) 27t 27t
Convertible Senior Notes due 2016 (6.5%) 201 201
Commercial Mortgage due 2015 (9.86%) — 65
Capital Leases 92 131
Other 15 32
Total Debt Obligations 8,79( 8,52¢
Unamortized (Discount) Premium:
Discount on Senior Secured Term Loan (42) (33
Premium on Senior Notes due 2014 (9.25%) — 3
Discount on Senior Notes due 2018 (10.0%) (10 (12)
Discount on Senior Notes due 2019 (11.875%) (20 (20
Discount on Senior Notes due 2019 (9.375%) 9 9
Discount on Senior Notes due 2019 (8.125%) 8 9
Discount on Convertible Senior Notes due 2015 (7.C 2 ()
Discount due to embedded derivative contracts @ (7
Total Unamortized (Discount) Premium (82) (78)
Carrying Value of Debt 8,70¢ 8,45(
Less current portion (2139) (65)
Long-term Debt, less current portion $ 8,49 $ 8,38t

* The $1.4 billion Tranche A Term Loan due 2014 laadeffective interest rate of 2.65% of December 31, 2011, excluding the effe:
the $1 billion notional amount interest rate swag®e $650 million Tranche B Il Term Loan due 2018 éhe $550 million Tranche B 111
Term Loan due 2018 had an interest rate of 5.7586 September 30, 2012 and December 31, 2011. 6@ illion Tranche B 2016
Term Loan and the $815 million Tranche B 2019 Lbad interest rates of 4.75% and 5.25% , respegtiaslof September 30, 2012 .
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2012 Debht | ssuances, Related Redemptions, and Registrations

Senior Secured Tranche B 2016 and Tranche B 2019 Term Loans

On August 6, 2012, Level 3 Financing, Inc. refineshé@s existing $1.4 billion Tranche A Term Loardenits existing senior secured
credit facility through the creation of new ternaufs in the aggregate principal amount of $1.41®bi(the "New Term Loans"). The New
Term Loans were borrowed pursuant to an amendedestated credit agreement, which reflects the dments approved by the lenders.
The New Term Loans consist of: (a) a $600 millienisr secured term loan which matures on Februa2916 (the “Tranche B 2016 Logn”
and (b) a $815 million senior secured term loanciwimatures on August 1, 2019 (the “Tranche B 20d&nl)). The interest rates on the loans
are LIBOR plus 3.25% for the Tranche B 2016 Load BIBOR plus 3.75% for the Tranche B 2019 LoanjwitBOR set at a minimum of
1.5% on both loans. The Tranche B 2016 Loan andtheche B 2019 Loan were priced at 99.5% and 9®%0par, respectively.

The Company used the net proceeds from the New Teens, along with cash on hand, to repay Leveaharkcing, Inc.'s $1.4 billion
Tranche A Term Loan under the existing credit agre® maturing in March 2014 and used remainingoneteeds to repay $15 million in
principal amount plus premium for existing vendaahcing obligations. The Company recognized a twsthe extinguishment of debt of $9
million in the third quarter of 2012 as a resultrefinancing the $1.4 billion Tranche A Term Loardaepayment of existing vendor financing
obligations. In addition, in connection with thdimancing of the Tranche A Term Loan, the Compaegognized a $60 million non-cash loss
on two interest rate swap agreements that hadqurslyi hedged changes in the interest rate on $trbitotional amount of floating rate debt.
See Note 7 - Derivative Financial Instruments.

The net discounts for the Tranche B 2016 Loan haditanche B 2019 Loan of approximately $3 millzovd $8 million , respectively,
are reflected as a reduction in long-term debtamadeing amortized as interest expense over ties tef the Tranche B 2016 Loan and
Tranche B 2019 Loan using the effective intereshmg Debt issuance costs for the Tranche B 20Hhlamd the Tranche B 2019 Loan of
approximately $9 million and $12 million , respeelly, were capitalized and are being amortizedhteést expense using the effective
interest method over the respective terms of these loans.

7% Senior Notes due 2020

On August 6, 2012, Level 3 Financing, Inc. compdtee offering of $775 million aggregate principahount of its 7% Senior Notes
due 2020 (the " 7% Senior Notes"). Debt issuanstsanf approximately $15 million were capitalizetwiare being amortized as interest
expense over the term of the 7% Senior Notes. €henoceeds from the offering of the notes, aloity wash on hand were used to redeem
all of the outstanding 8.75%enior Notes due 2017 issued by Level 3 Finandimg, including the payment of accrued interest appglicable
premiums, and in connection with that redemptibm,ithdenture relating to the 8.75% Senior Notes2flie was discharged. The Company
recognized a loss on extinguishment of debt of idllon in the third quarter of 2012 as a resultlvé redemption of the 8.75% Senior Notes
due 2017.

The 7% Senior Notes were priced at 100% of theirggral amount and will mature on June 1, 202Cer@st on the notes will accrue
from August 6, 2012 and will be payable on June@d Recember 1 of each year, beginning on Decemt®#012. The notes are senior
unsecured obligations of Level 3 Financing, Inanking equal in right of payment with all other me&runsecured obligations of Level 3
Financing, Inc. The 7% Senior Notes are guarant@esh unsecured basis by Level 3 Communicatioms, &amd subject to receipt of
applicable regulatory approvals will be guaranteedn unsecured basis by Level 3 Communication§,. LL
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The 7% Senior Notes are subject to redemptioneapttion of Level 3 Financing, Inc. in whole orgart, at any time before June 1,
2016 at the redemption price equal to 100% of theircipal amount, plus a makehole premium and accrued and unpaid interest. IGifiter
June 1, 2016, Level 3 Financing may redeem albotr @f the 7% Senior Notes, upon not less thanddmore than 60 days' prior notice, at
the redemption prices set forth below (expresseti@ercentage of principal amount), plus accruebwapaid interest thereon (if any) to, but
not including, the redemption date (subject tortgkt of holders of record on the relevant recaatkdo receive interest due on the relevant
interest payment date), if redeemed during thevvetonths beginning June 1, of the years indiché&tow:

Year Redemption Price

2016 103.50(%
2017 101.75(%
2018 100.00(%

In addition, at any time or from time to time ongpior to June 1, 2015, Level 3 Financing may rede@ to 35% of the original
aggregate principal amount of the 7% Senior Natesuding any additional 7% Senior Notes) at a negion price equal to 107% of the
principal amount of the 7% Senior Notes so redeemied accrued and unpaid interest thereon (if &myfle redemption date (subject to the
right of holders of record on the relevant recaatedo receive interest due on the relevant intggment date), with the net cash proceeds
contributed to the capital of Level 3 Financingook or more private placements to persons otheraffdiates of Level 3 or underwritten
public offerings of common stock of Level 3 resudfj in each case, in gross proceeds of at leagt §llilon in aggregate; provided, howev
that at least 65% of the original aggregate prialcgmount of the 7% Senior Notes (including anyitthal 7% Senior Notes) would remain
outstanding immediately after giving effect to suedemption. Any such redemption shall be madeiwR0 days of such private placement
or public offering upon not less than 30 nor mtv@nt 60 days' prior notice.

The 7% Senior Notes are not registered under therflies Act of 1933 or any state securities lawd,ainless so registered, may not be
offered or sold except pursuant to an applicabtargtion from the registration requirements of teeBities Act of 1933 and applicable state
securities laws. In connection with the offerintge Company and Level 3 Financing, Inc. enteredantegistration rights agreement pursuant
to which Level 3 and Level 3 Financing, Inc. agréeéile a registration statement to exchange ffered notes with new notes that are
substantially identical in all material respectsd & use commercially reasonable efforts to cHuseegistration statement to be declared
effective no later than 270 days after the issuafitke 7% Senior Notes.

8.875% Senior Notes due 2019

On August 1, 2012, Level 3 Communications, Inc. ptated the offering of $300 million aggregate pirat amount of its 8.875%
Senior Notes due 2019 (the " 8.875% Senior Not&@=ht issuance costs of approximately $7 milliomeveapitalized and are being
amortized as interest expense using the effeatiezast method over the term of the 8.875% SenatedN The net proceeds from the offering
of the notes will be used for general corporat@pses, including the potential repurchase, redemptepayment or refinancing of the
Company's and its subsidiaries' existing indebtsslfitom time to time.

The 8.875% Senior Notes were priced at 100% of héicipal amount and will mature on June 1, 20h€erest on the notes will
accrue from August 1, 2012 and will be payablewmeJl and December 1 of each year, beginning oerbleer 1, 2012. The notes are senior
unsecured obligations of Level 3 Communications,,lranking equal in right of payment with all otlsenior unsecured obligations of Level
3. The notes will not be guaranteed by any of thengany's subsidiaries.
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The 8.875% Senior Notes are subject to redemptitimezoption of Level 3 in whole or in part, at aime before June 1, 2015 at the
redemption price equal to 100% of their principalcaint, plus a make-whole premium and accrued apdidnnterest. On and after June 1,
2015, Level 3 may redeem all or part of the 8.87&8nior Notes, upon not less than 30 nor more tBatfe§s' prior notice, at the redemption
prices set forth below (expressed as a percenfggenaipal amount), plus accrued and unpaid irgetieereon (if any) to, but not including,
the redemption date (subject to the right of haldgrrecord on the relevant record date to redeiezest due on the relevant interest payment
date), if redeemed during the twelve months begimpdune 1, of the years indicated below:

Year Redemption Price

2015 104.43%
2016 102.21%
2017 100.00%

In addition, at any time or from time to time ongior to June 1, 2015, Level 3 may redeem up &b 85 the original aggregate
principal amount of the 8.875% Senior Notes (inzlgcany additional 8.875% Senior Notes) at a redamprice equal to 108.875% of the
principal amount of the 8.875% Senior Notes soeet, plus accrued and unpaid interest there@myjif to the redemption date (subject to
the right of holders of record on the relevant rdatate to receive interest due on the relevaetést payment date), with the net cash
proceeds contributed to the capital of Level 3rof or more private placements to persons otherdffdiates of Level 3 or underwritten
public offerings of common stock of Level 3 resudfj in each case, in gross proceeds of at leagt §llilon in aggregate; provided, howev
that at least 65% of the original aggregate prialcgmount of the 8.875% Senior Notes (including adglitional 8.875% Senior Notes) would
remain outstanding immediately after giving effecsuch redemption. Any such redemption shall bdewaithin 90 days of such private
placement or public offering upon not less tham80more than 60 days' prior notice.

The 8.875% Senior Notes are not registered und@eBéturities Act of 1933 or any state securitiasland, unless so registered, may
not be offered or sold except pursuant to an agplecexemption from the registration requirememthe Securities Act of 1933 and
applicable state securities laws. In connectiof Wit offering, Level 3 entered into a registratigihts agreement pursuant to which Level 3
agreed to file a registration statement to exchahgeffered notes with new notes that are sulisthnidentical in all material respects, and
to use commercially reasonable efforts to causedtistration statement to be declared effectivéatar than 270 days after the issuance of
the offered notes.

8.125% Senior Notes due 2019

The 8.125% Senior Notes due 2019 issued by LetA@h&ncing, Inc. were not originally registered untte Securities Act of 1933, as
amended. During the second quarter of 2012, dai@briginally placed notes were exchanged fona issue of 8.125% Senior Notes due
2019 with identical terms and conditions, othentki@ose related to registration rights, in a regedd exchange offer and now are freely
tradeable. The 8.125% Senior Notes became fullyuaednditionally guaranteed by Level 3 Communiaagid_LC during the first quarter of
2012,

8.625% Senior Notes due 2020

On January 13, 2012, Level 3 Financing completedffering of $900 million aggregate principal amoof its 8.625% Senior Notes
due 2020 (the " 8.625% Senior Notes"). Debt isseiausts of approximately $20 million were capitadiznd are being amortized as interest
expense using the effective interest method ovetdim of the 8.625% Senior Notes. In February 28Jrtion of the net proceeds from the
offering of the 8.625% Senior Notes were used deeen all of Level 3 Financing's outstanding 9.2586i& Notes due 2014 in aggregate
principal amount of $807 million . The Company rgeized a loss on extinguishment of debt of $22iamilin the first quarter of 2012 as a
result of the redemption of the 9.25% Senior Noligs 2014.
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The remaining net proceeds constitute purchase yriodebtedness under the existing senior secueditagreement and indentures of
the Company and Level 3 Financing and are beind sskely to fund the cost of construction, instiadia, acquisition, lease, development or
improvement of any Telecommunications/IS assetglééiaed in the existing senior secured credit agrent and indentures of Level 3),
including cash purchase price of any past, pendirfgture acquisitions.

The 8.625% Senior Notes will mature on July 15,®08terest on the notes will accrue from Janu&y2D12 and will be payable on
January 15 and July 15 of each year, beginningignlb, 2012. The notes are fully and unconditiyngliaranteed on an unsubordinated and
unsecured basis by the Company and became fullpaemhditionally guaranteed by Level 3 Communiasid_LC in the second quarter of
2012. The notes are unsecured, unsubordinatedatibing of Level 3 Financing, ranking equal in righpayment with all existing and future
unsubordinated indebtedness of Level 3 Financind aae senior in right of payment to all existimglduture indebtedness of Level 3
Financing expressly subordinated in right of payterthe notes.

The 8.625% Senior Notes are subject to redemptitimezoption of Level 3 Financing in whole or inrpat any time before January 15,
2016 at the redemption price equal to 100% of theircipal amount, plus a make-whole premium aratged and unpaid interest. On and
after January 15, 2016, Level 3 Financing may redak or part of the 8.625% Senior Notes, uponless than 30 nor more than 60 days'
prior notice, at the redemption prices set fortlolwgexpressed as a percentage of principal amppiy accrued and unpaid interest thereon
(if any) to, but not including, the redemption déabject to the right of holders of record on tbkevant record date to receive interest due on
the relevant interest payment date), if redeemeihgthe twelve months beginning January 15, ofyisars indicated below:

Redemption
Year Price
2016 104.31%
2017 102.150%
2018 100.00%%

In addition, at any time or from time to time ongpior to January 15, 2015, Level 3 Financing megeem up to 35% of the original
aggregate principal amount of the 8.625% Senioesl¢@including any additional 8.625% Senior Notes) sedemption price equal to
108.625% of the principal amount of the 8.625&nior Notes so redeemed, plus accrued and ungai@st thereon (if any) to the redemp
date (subject to the right of holders of recordtmrelevant record date to receive interest duthemelevant interest payment date), with the
net cash proceeds contributed to the capital oEL&\Winancing of one or more private placemenisaigons other than affiliates of Level 3
or underwritten public offerings of common stock.efvel 3 resulting, in each case, in gross proceéds least $100 million in aggregate;
provided, however, that at least 65% of the origaggregate principal amount of the 8.625% Senimehl (including any additional 8.625%
Senior Notes) would remain outstanding immediasdigr giving effect to such redemption. Any suctiemaption shall be made within 90
days of such private placement or public offeripgminot less than 30 nor more than 60 days' pdtca

The 8.625% Senior Notes due 2020 issued by LetA@h&ncing, Inc. were not originally registered untte Securities Act of 1933, as
amended. During the second quarter of 2012, di@briginally placed notes were exchanged fona issue of 8.625% Senior Notes due
2020 with identical terms and conditions, othentki@ose related to registration rights, in a regedd exchange offer and are now freely
tradeable. The 8.625% Senior Notes became fullyuaednditionally guaranteed by Level 3 Communiaagid_LC during the second quarter
of 2012.

Commercial Mortgage due 2015

During the third quarter of 2012, the outstandiniggipal of the Commercial Mortgage due 2015 wadly ftepaid along with accrued
interest.
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2012 Debt Exchange

On March 13, 2012, the Company entered into anan@h agreement for a portion of its 15% Convert8#aior Notes due 2013.
Pursuant to the agreement, the holder of approeimn&100 million aggregate principal amount of Li¥'s outstanding 15% Convertible
Senior Notes due 2013 agreed to exchange thafatedpproximately 3.7 million shares of Level 3tsmmon stock into which the notes were
convertible plus an additional 1.7 million sharesd total of approximately 5.4 million shares. Tomsideration was based on the market
price for these notes which included an inducerpezrmium and included a payment for accrued andidripgerest from January 15, 2012
through March 15, 2012 of approximately $2 milliohhis transaction did not include the paymenti®y@€ompany of any cash. The
Company recognized a loss on inducement includéasmon extinguishment of debt of $39 million lire ffirst quarter of 2012 as a result of
the exchange of the 15% Convertible Senior Notesafi 3.

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 September 3@ 2dollars in millions):

2012 (remaining three months) $ 11
2013 21C
2014 1€
2015 782
2016 807
2017 6
Thereafter 6,95¢

$ 8,79(

(9) Stock-Based Compensation

The following table summarizes non-cash compensatipense and capitalized non-cash compensatighrée and ninenonths ende
September 30, 2012 and 2011 (dollars in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011

0SO $ 4 3% 3 3 10 % 7
Restricted Stock Units and Shares 21 11 39 18
401(k) Match Expense 5 3 18 1C
Restricted Stock Unit Bonus Grant 20 9 36 33
50 26 10z 68

Capitalized Noncash Compensation (D) — 1) —
$ 49 3 26 $ 10z $ 68

The Company capitalizes non-cash compensatiomémetemployees directly involved in the constructbthe network, installation of
services for customers or development of businggga@t systems. As of September 30, 2012 , there sgproximately 2 milliomutperform
stock options (“OS0s”") outstanding. As of Septen®r2012 , there were approximately 5 million nested restricted stock and restricted
stock units (“RSUs") outstanding. In addition, dsSeptember 30, 2012 , there were approximatelgragveight thousand nogualified stock
options outstanding.
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During 2012, the Company adopted cash and shaesiliasentive and retention plans to encourageiodeeels of management to
remain employed with the Company and to award théeaement of established performance criteria. Adrecash compensation expense
the awards is included in the restricted stocksuaiitd shares information above.

(10) Segment Information

Accounting guidance for the disclosures about segsnaf an enterprise defines operating segmentermponents of an enterprise for
which separate financial information is availalie avhich is evaluated regularly by the Company’iefcbperating decision maker, or
decision making group, in deciding how to alloaasources and assess performance. As a result oftégration of Global Crossing (see
Note 2- Events Associated with the Amalgamation of Glabadssing) and the sale of the coal business danedourth quarter of 2011, the
Company reorganized its management reporting streitd reflect the way in which it allocates resmsrand assesses performance. As a
result of these changes, the Company is now coetpaone reportable segment for financial repgrparposes, representing its
communications services business. The prior ygartable segment information has been revisedéocm with this presentation.

The data presented in the following table incluidésrmation for the three and nine months endede3aper 30, 2012 and
September 30, 2011 . Information related to thaimed business is included from the date of actjarsi

Total revenue consists of:

1) Core Network Services revenue from colocatioth data center services, transport and fiber, tPdata services, and voice
services.

2) Wholesale Voice Services and Other revenue frarg istance voice services, revenue from managettmand its related
intercarrier compensation services and revenue theniSBC Master Services Agreement”, which wasiokd through an
acquisition in 2005.

The following table provides revenue (dollars ifliomns):

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Core Network Services $ 1,398 $ 75¢  $ 4,16 $ 2,231
Wholesale Voice Services and Other 19t 16¢ 59¢ 52z
$ 159C $ 927 $ 4,76z $ 2,75¢

The prior year's revenue by service offering hanbevised to conform to the current year's presiemt

(11) Commitments, Contingencies and Other Items

The Company is subject to various legal proceedamgsother contingent liabilities that individuadtly in the aggregate could materially
affect its financial condition, future results gferations or cash flows. Amounts accrued for suctiisgencies aggregate to $296 million and
are included in “Other” current liabilities and ‘1@ Liabilities” in the Company's consolidated Inaia sheet as of September 30, 2012 . The
establishment of an accrual does not mean thaaldcinds have been set aside to satisfy a givetingency. Thus, the resolution of a
particular contingency for the amount accrued mayemo effect on the Company's results of operstiirt could materially adversely affect
its cash flows for the affected period.
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In accordance with the accounting guidance foriogencies, the Company accrues its estimate ohtingent liability when it is both
probable that a liability has been incurred andatm@unt of the loss can be reasonably estimate@r&\his probable that a liability has been
incurred and there is a range of expected losw/ificch no amount in the range is more likely thay ather amount, the Company accrues at
the low end of the range. The Company reviewsctsuals at least quarterly and adjusts them tecethe impact of negotiations, settleme
rulings, advice of legal counsel, and other infatioraand events pertaining to a particular matter.

Below is a description of material legal proceediagd other contingencies pending at Septemb&@@,. Although the Company
believes it has accrued for these matters in aec@awith the accounting guidance for contingenciestingencies are inherently
unpredictable and it is possible that results @frafions or cash flows could be materially and eshlg affected in any particular period by
unfavorable developments in, or resolution or dé§jimn of, one or more of these matters. For thams@ingencies in respect of which the
Company believes that it is reasonably possibleahass may result that is materially in excesthefaccrual (if any) established for the
matter, the Company has below either provided imate of such possible loss or range of loss duited a statement that such an estimate
cannot be made. In addition to the contingenciasriteed below, the Company is party to many otbgall proceedings and contingencies the
resolution of which is not expected to materialffget its financial condition or future results @berations beyond the amounts accrued.

Rights-of-Way Litigation

The Company is party to a number of purported dassn lawsuits involving its right to install £ optic cable network in railroad
right-of-ways adjacent to plaintiffs' land. In geale the Company obtained the rights to constiisabétworks from railroads, utilities, and
others, and has installed its networks along tiletsiof-way so granted. Plaintiffs in the purportéass actions assert that they are the owners
of lands over which the its fiber optic cable netkgopass, and that the railroads, utilities, amist who granted the Company the right to
construct and maintain its network did not haveléigal authority to do so. The complaints seek dggaan theories of trespass, unjust
enrichment and slander of title and property, a6 agepunitive damages. The Company has also redeand may in the future receive,
claims and demands related to rights-of-way issiragar to the issues in these cases that may sedban similar or different legal theories.
The Company has defeated motions for class cetiific in a number of these actions but expects #tesent settlement of these actions,
plaintiffs in the pending lawsuits will continue $eek certification of statewide or multi-statesskes. The only lawsuit in which a class was
certified against the Company, absent an agreed sipitlement, occurred iKoyle, et. al. v. Level 3 Communications, Inc., et. al., a purportec
two state class action filed in the United Statestriat Court for the District of Idaho. THeoyle lawsuit has been dismissed pursuant to a
settlement reached in November 2010 as descrilydtefubelow.

The Company negotiated a series of class settlenadfeicting all persons who own or owned land texir near railroad rights of way
in which it has installed its fiber optic cablewetks. The United States District Court for the it of Massachusetts ikingsborough v.
Sorint Communications Co. L.P. granted preliminary approval of the proposed settiet; however, on September 10, 2009, the couieden
motion for final approval of the settlement on Hesis that the court lacked subject matter jurtazhicand dismissed the case.

In November 2010, the Company negotiated revisatbsent terms for a series of state class settiésragfecting all persons who own
or owned land next to or near railroad rights of\rawhich the Company has installed its fiber omtable networks. The Company is
currently pursuing presentment of the settlememipiplicable jurisdictions. The settlements affegiinrrent and former landowners in the
states of Idaho, lllinois, and Alabama have reagieal court approval and the parties are engagdide claims process for those states. The
settlement has been presented to federal coumsliitiple states for approval.

Management believes that the Company has subdtdefenses to the claims asserted in all of thetieres and intends to defend them
vigorously if a satisfactory settlement is notmbtitely approved for all affected landowners.
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Derivative Action

In March 2009, Level 3 Communications, Inc., a®mimal defendant, certain of its directors anctitgent officers, and a former
officer, were named as defendants in purportedkbtder derivative actions in the District CourtoBmfield County, Colorado, which were
consolidated as Ime Level 3 Communications, Inc. Derivative Litigation (Lead Case No. 2009CV59) (the “State Derivative Action”). The
plaintiffs in the action alleged that during theipd specified in the complaints the named defetslfailed to disclose material adverse facts
about the Company's integration activities, busireesl operations. The complaint sought damagesgloalfof the Company based on
purported breaches of fiduciary duties for dissextiing false and misleading statements and faibngaintain internal controls; unjust
enrichment; abuse of control; gross mismanagemesdte of corporate assets; and, with respect tainatefendants, breach of fiduciary
duties in connection with the resignation of Ke@iHara. The plaintiffs undertook further assessnoétite State Derivative Action followir
the final dismissal of a related securities clag®a lawsuit which was based upon similar allegadi and determined not to pursue the action
further. The plaintiffs filed a motion for voluntadismissal and the action was dismissed by thet couJune 26, 2012.

Peruvian Tax Litigation

Beginning in 2005, one of the Company's Peruvidsisliaries received a number of assessments fppéaralty and interest for
calendar years 2001 and 2002. Peruvian tax aut®(BUNAT) took the position that the Peruviansdiary incorrectly documented its
importations resulting in additional income taxhtiblding and value-added taxes (VAT). The total amt@f the asserted claims, including
potential interest and penalties, was $26 milliconsisting of $3 million for income tax withholdjnn connection with the import of services
for calendar years 2001 and 2002, $7 million for’TMiA connection with the import of services foreradlar years 2001 and 2002, and $16
million in connection with the disallowance of VATedits for periods beginning in 2005. Due to aedrinterest and foreign exchange
effects, and taking into account the developmeeaszidbed below, the total amount of exposure hagased to $94 million .

The Company challenged the tax assessments dWdg® filing administrative claims before SUNATuiing August 2006 and June
2007, SUNAT rejected the Company's administratiaércs, thereby confirming the assessments. Appeats 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 associatedmititholding taxes, adjudicating the central issnderlying the assessments in the
government's favor, while confirming the assessrirepart and denying a portion of the assessmeprocedural grounds. Other than an
immaterial amount, all assessed items dismissatiéyax Court in this ruling remain open for reasseent by SUNAT. While this Tax
Court ruling applies only to 2002, the Company d@edis the Tax Court will issue a similar ruling wigspect to 2001, and all material
amounts likely to be waived due to procedural dsfeonilarly remain open for reassessment.

In November 2011, the Tax Court issued a rulindghwétspect to assessed 2001 withholding tax, holdiiagthe statute of limitations
had run prior to assessment by SUNAT. The Compatig\es that this adjudication of the withholdimag issue is likely to be final, and the
Company expects to win a similar verdict with repge assessed 2002 withholding tax. However, pesalith respect to withholding tax
are not time-barred, and were confirmed in the Taxrt's October 2011 ruling.

The Company has appealed the Tax Court's Octolddr @Ecision to the judicial court in Peru. The Camphas not received Tax Cc
rulings for all periods, but it has received adaadions of each substantive issue for at leaspenied. As a result, the Company expects
decisions for the remaining open periods to beister® with decisions already rendered. The Comjatends to appeal any Tax Court
verdict with respect to 2001 to the extent conaistgth the October 2011 decision in the governrseiavor and will protest any reassessr
of amounts dismissed by the Tax Court on procedymainds.
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Employee Severance and Contractor Termination Disputes

A number of former employees and third-party carttyes have asserted a variety of claims in litmatgainst certain Latin American
subsidiaries of the Company for separation payersgce, commissions, pension benefits, unpaid ieacpay, 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 termination
of service relationships. The Company is vigorouldfending itself against the asserted claims, whiggregate to approximately $42
million .

Brazilian Tax Claims

In December 2004, March 2009 and April 2009, the Baulo state tax authorities issued tax assessragainst one of the Company's
Brazilian subsidiaries for the Tax on DistributiohGoods and Services (“ICMS”) with respect to mwes from leasing movable properties
(in the case of the December 2004 and March 2088saments) and revenues from the provision ofriatexccess services (in the case of the
April 2009 assessment), by treating such activéigshe provision of communications services, tctvkhe ICMS tax applies. In September
2002, July 2009 and May 2012, the Rio de Janeat $ax authorities issued tax assessments t@the Brazilian subsidiary on similar
issues. The Company has filed objections to thesesaments, arguing that the lease of assets@pdaision of internet access are not
communication services subject to ICMS. The objextito the December 2004 and September 2002 ass#sdmave been rejected by the
respective state administrative courts, and the izmmy has appealed those decisions to the judiciats. The objections to the March, April
and July 2009 and May 2012 assessments are stdimge final administrative decisions.

The Company is vigorously contesting all such assests in both states, and in particular, viewsagsessment of ICMS on revenues
from leasing movable properties to be without mét#évertheless, the Company believes that it isceably possible that these assessments
could result in a loss of up to $57 million in egsef the accruals established for these matters.

Customer Bankruptcy Claim

During 2007, one of the Company's U.S. subsidiara@smenced default and disconnect procedures dgagustomer for breach of a
sales contract for termination of international aiedhestic wireless and wireline phone service basetthe nature of the customer's traffic,
which rendered the contract highly unprofitabléhite Company. After the process was begun, the mestéiled for bankruptcy protection,
thereby barring the Company from taking furthecdimection actions against it. The Company comntaoeadversary proceeding in the
bankruptcy court, asserting a claim for damageshfercustomer's alleged breaches of the contractaara declaration that, as a result of
these breaches, the customer was prohibited fremma@ag the contract in its reorganization procegslin

The customer filed several counterclaims agairestbmpany alleging various breaches of contracati@mpting improperly to
terminate service, for improperly blocking inteiinatl traffic, for violations of the CommunicatioAgt of 1934 and for related tort-based
claims. The Company notified the customer thatGbenpany would be raising its rates for certainhef $ervices and filed a motion with the
bankruptcy court seeking additional adequate assertor the rate change, or an order allowing thm@any 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 agreerdihhot permit the Company to increase the ratésermanner it did and that the Comp:
(a) breached the sales contract in so doing; anddb therefore not entitled to additional adeqaasurance or an order terminating service.
The Court did, however, permit the Company to aniemndomplaint to plead a rescission claim (whicks\filed on July 14, 2008) and to
assert other defenses.

The Court dismissed the customer's bankruptcy lmaseder dated November 25, 2009, and retaineddfersary proceeding (includi
the customer's counterclaim). On December 26, 20@9Company terminated
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service to the customer. The Company amended ritpleant to include allegations relating to the npatation of traffic data, so called “ANI
stripping,” and the customer filed an amended ansafirmative defenses and counterclaims.

On January 14, 2011, the Company filed a motiorsémnmary judgment asserting that the customer wasniitled to recover any
damages (other than those based on rescissionfigpaes) by reason of a limitation of liabilityqwision in the contract and applicable law.
On July 22, 2011, the Court issued its decisiothermotion. Although the Court held that the lirtida of liability provision of the contract
was valid and enforceable and barred the custorer pursuing all forms of lost profit damages, @murt refused to exclude the customer's
claim for general damages at that point, and pé&thihat issue to proceed.

After discovery in the action concluded, the Caurdered trial to proceed in three separate phdsied.of the first set of issues
commenced on November 14, 2011. After the Countchesstimony from four witnesses, the matter wgewded until January 23, 2012, at
which time further testimony was taken for thregsda he customer's most recent damage estimateddrgm approximately $150 millicio
approximately $450 million . While the final outcerof this matter was uncertain, the Company betigsbal Crossing had good defenses
that would have limited substantially the amountiamages recoverable by the customer, includingnde based upon the limitation of
liability provisions in the contract. However, theecise effect of the application of these defemssunclear, and the Company therefore
elected to settle the case for an amount approgignatjual to the accrual that the Company had ksialol for the matter. The settlement
agreement was entered into by the parties effectivapril 11, 2012, and the parties filed a stipiola with the Court on April 13, 2012,
pursuant to which the case was dismissed with gigguand payment was rendered during the secontequd 2012.

Letters of Credit

It is customary for Level 3 to use various finah@igtruments in the normal course of businesss&hestruments include letters of
credit. Letters of credit are conditional commitrizeissued on behalf of Level 3 in accordance witcfied terms and conditions. As of
September 30, 2012 and December 31, 2011, Levatldbtstanding letters of credit of approximated $nillion and $33 million ,
respectively, of which $30 million and $29 milliorare collateralized by cash, that is reflectedhenconsolidated balance sheets as restricted
cash. The Company does not believe it is reasornal@stimate the fair value of the letters of credid does not believe exposure to loss is
reasonably possible nor material.

(12) 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 selgiand fully and unconditionally guaranteed oruaisecured senior basis by Level 3
Communications, Inc. and Level 3 CommunicationsCLL

In conjunction with the registration of the Seniwotes, the accompanying condensed consolidatirgyial information has been
prepared and presented pursuant to SEC RegulafioRde 3-10 “Financial statements of guarantord affiliates whose securities
collateralize an issue registered or being regestér

The operating activities of the separate legatiestincluded in the Compars/tonsolidated financial statements are interdepand he
accompanying condensed consolidating financialrmédion presents the results of operations, fir@mmsition and cash flows of each legal
entity and, on an aggregate basis, the other nanagtor subsidiaries based on amounts incurreditly entities, and is not intended to
present the operating results of those legal estiin a standtone basis. Level 3 Communications, LLC lease$pagent and certain facilitie
from other wholly owned subsidiaries of Level 3 Gommnications, Inc. These transactions are eliminatéke consolidated results of the
Company.
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Condensed Consolidating Statements of Comprehensiitgcome (LosSs)

For the three months ended September 30, 2012

Revenue $
Costs and Expense:

Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and Expense

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

Net Income (Loss)

Other Comprehensive
Income, Net of Income
Taxes

Other Non-
Level 3 Level 3 Communications, Guarantor
Communications, Inc  Financing, Inc Subsidiaries Eliminations Total
(dollars in millions)

— — 67z $ 981 (63) 1,59(
_ — 25€ 447 (62) 642
— — 63 122 — 18t
1 1 40€ 217 @ 61¢
— — 4 2 — 6
1 1 72¢ 784 (63) 1,45:
) 6] (57) 197 — 13¢
(43 (137) (2 ) = (18¢)
244 40C (561) (83 — —
(365) (516) 4C — 841 —
— (111 3 5 — (109)
(164 (369 (519 (85) 841 (29))
(165) (365) (576 11z 841 (159)
(1) = (1) (11 = (13
(16€) (365) (577) 101 841 (16€)
122 122 — 48 70 122
(44) (249 57) % 14¢ 671 (44)

Comprehensive Income (Los§
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Condensed Consolidating Statements of Comprehensiitgcome (LosSs)
For the nine months ended September 30, 2012

Revenue $

Costs and Expense:

Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and Expense

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

Net Income (Loss)

Other Comprehensive
Income, Net of Income
Taxes

Level 3 Other Non-
Level 3 Level 3 Communications, Guarantor
Communications, Inc  Financing, Inc LLC Subsidiaries Eliminations Total
(dollars in millions)

= $ = 1,957 $ 2,99¢ $ (290 4,762
— — 73¢€ 1,39: (182) 1,947
— — 19¢ 367 — 5632

2 1 1,197 65¢ (8) 1,851
— — 1c 4 — 14
2 1 2,13¢ 2,42: (290 4,37¢
@ @ (182) 572 — 387
— — 1 1 — 2
(123) (410 @) (23 = (558)
734 1,20z (1,679 (25¢) — —
(9385) (1,599 101 — 2,427 —
(39) (139) 6 4 — (162)
(3693) (939 (1,577 (27¢) 2,421 (71¢)
(365) (93¢) (1,759 29€ 2,427 (331)
(1) = ©) (31 = (39)
(36€) (93%) (1,757) 26t 2,421 (36€)
10€ 10¢ — 18 (12€) 10€
(258 $ (827) @75y % 28z 2,301 (25¢)

Comprehensive Income (Loss$
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Condensed Consolidating Statements of Comprehensiitgcome (LosSs)
For the three months ended September 30, 2011

Revenue $

Costs and Expense:

Cost of Revenue

Depreciation and
Amortization

Selling, General and
Administrative

Restructuring Charges

Total Costs and Expense:

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

Loss before Income Taxes

Income Tax Expense

Loss from Continuing
Operations

Income From Discontinued
Operations, Net

Net Loss

Other Comprehensive Loss
Net of Income Taxes

Other Non-
Level 3 Level 3 Level 3 Guarantor
Communications, Inc  Financing, Inc  Communications, LLC Subsidiaries Eliminations Total
(dollars in millions)
— 3 — 3% 60 $ 371¢ % (57) 927
— — 227 174 (54) 342
— — 10z 101 — 203
— — 32¢ 50 3) 378
— — 652 32t (57) 92C
— — (47) 54 — 7
(52 (99) — (28 — (17¢)
212 35C (514 (49 — —
(339) (589) 28 — 89¢ —
(30) — 2 (3) — (31)
(207) (33¢) (489) (79 89€ (209)
(207) (33¢) (530 (25 89€ (202)
= = (1) (5 = (6)
(207) (33¢) (531) (30 89¢ (20€)
— — — 1 — 1
(207%) (339) (531) 29 89¢ (207)
(29 (29 — (26) 50 (24
(231) $ (362) $ (531 $ (55) 94¢ (231)

Comprehensive Loss $
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Condensed Consolidating Statements of Comprehensiitgcome (LosSs)
For the nine months ended September 30, 2011

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

Loss before Income Taxes

Income Tax Expense

Loss from Continuing Operations

Loss From Discontinued
Operations, Net

Net Loss

Other Comprehensive Incom
Net of Income Taxes

Other Non-
Level 3 Level 3 Level 3 Guarantor
Communications, Inc  Financing, Inc  Communications, LLC Subsidiaries Eliminations Total
(dollars in millions)
— 3 — 3 1,741 $ 1,18 $ (169 $ 2,75¢
— — 65¢€ 54¢& (260) 1,04¢
— — 30¢ 30z — 612
1 — 941 15€ 9) 1,08¢
1 — 1,90¢ 1,007 (169) 2,74
1) — (167) 17t — 7
(163) (29€) (2) (34) — (49%)
632 1,06¢ (1,54%) (157) — —
(1,017) (1,767 107 — 2,66¢ —
(52) (23 8 ) — (68)
(592) (1,011 (1,437 (199 2,66E (56%)
(593) (1,013 (1,599 (18) 2,66¢ (55€)
_ — 1) (15 = (89
(593) (1,013 (1,620) (33 2,66¢ (592)
_ _ — 2 = (1)
(599 (1,011) (1,620) (34 2,66¢ (599
33 33 — 23 (56) 33
(560 $ 979 $ (16200 $ 12) 2,60¢ % (56C)

Comprehensive Loss $
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Condensed Consolidating Balance Sheets
September 30, 2012

Level 3 Other Non-
Level 3 Level 3 Communications, Guarantor
Communications, Inc  Financing, Inc LLC Subsidiaries Eliminations Total
(dollars in millions)
Assets
Current Assets:
Cash and cash equivalel $ 29 % 5 21 $ 2717 — 793
Restricted cash and
securities — — 1 7 — 8
Receivables, less
allowances for doubtful
accounts — — 108 64E — 748
Due from (to) affiliates 14,18¢ 15,40t (29,44¢) (147) — —
Other 7 34 55 90 — 18€
Total Current Assets 14,49: 15,44¢ (29,077 872 — 1,73¢
Property, Plant, and
Equipment, net — — 2,89% 5,29¢ — 8,191
Restricted Cash and
Securities 15 — 18 6 — 39
Goodwill and Other
Intangibles, net — — 43¢ 2,414 — 2,85z
Investment in Subsidiaries (11,509 (19,999 3,267 — 28,23t —
Other Assets, net 17 11& 11 25€ — 39¢
Total Assets $ 3,01t $ (4,43¢) (22,44 % 8,84¢ 28,23t 13,21¢
Liabilities and Stockholders'
Equity (Deficit)
Current Liabilities:
Accounts payable $ 1 3 2 32 % 684 — 71¢
Current portion of long-
term debt 17t — 2 36 — 213
Accrued payroll and
employee benefits — — 121 42 — 162
Accrued interest 54 112 — — — 16€
Current portion of
deferred revenue — — 102 15€ — 26C
Other 1 1 24 96 — 122
Total Current Liabilities 231 11& 281 1,01¢ — 1,64:
Long-Term Debt, less
current portion 1,56¢ 6,86 20 45 — 8,49¢
Deferred Revenue, less
current portion — — 592 248 — 841
Other Liabilities 14 92 141 78E — 1,03Z
Commitments and
Contingencies
Stockholders' Equity
(Deficit) 1,20¢ (11,50¢) (23,480() 6,752 28,23¢ 1,204
Total Liabilities and
Stockholders' Equity
(Deficit) $ 3,01 % (4,439 (22,44 $ 8,84¢ 28,23t 13,21¢
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Condensed Consolidating Balance Sheets

December 31, 2011

Level 3 Other Non-
Level 3 Level 3 Communications, Guarantor
Communications, Inc  Financing, Inc LLC Subsidiaries Eliminations Total
(dollars in millions)
Assets
Current Assets:
Cash and cash equivalen$ 2 3% 6 $ 61 $ 29z $ — 91¢€
Restricted cash and
securities — — 1 9 — 10
Receivables, less
allowances for doubtful
accounts — — 5¢ 58¢ — 64¢€
Due from (to) affiliates 13,47: 14,58¢ (28,097 3€ — —
Other 8 16 48 64 — 131
Total Current Assets 13,477 14,60¢ (27,36¢) 99C — 1,707
Property, Plant, and
Equipment, net — — 2,828 5,318 — 8,13¢
Restricted Cash and
Securities 18 — 1¢ 14 — 51
Goodwill and Other
Intangibles, net — — 481 2,41¢ — 2,89¢
Investment in Subsidiaries (10,719 (18,467 3,41: — 25,77: —
Other Assets, net 13 10¢ 6 267 — 39t
Total Assets $ 2,79C % (3,759 $ (20,62 $ 9,00 $ 25,77 13,18¢
Liabilities and Stockholders'
Equity (Deficit)
Current Liabilities:
Accounts payable — 3 —  $ 37 % 71C % — 747
Current portion of long-
term debt — — 2 63 — 65
Accrued payroll and
employee benefits — — 11€ 93 — 20¢
Accrued interest 50 16E — 1 — 21€
Current portion of deferred
revenue — — 107 157 — 264
Other = 1 52 104 — 157
Total Current Liabilities 50 16€ 314 1,12¢ — 1,65¢
Long-Term Debt, less curre
portion 1,53 6,68¢ 22 14z — 8,38t
Deferred Revenue, less
current portion — — 612 272 — 88t
Other Liabilities 14 11€ 14¢€ 791 — 1,067
Commitments and
Contingencies
Stockholders' Equity
(Deficit) 1,19¢ (10,727) (21,719 6,66¢ 25,77¢ 1,19¢
Total Liabilities and
Stockholders' Equity
(Deficit) $ 2,79C % (3759 $ (20629 $ 9,00: $ 25,77: 13,18¢
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Condensed Consolidating Statements of Cash Flows

For the nine months ended September 30, 2012

Level 3

Communications,

Inc

Level 3 Level 3

Financing, Communications,

Inc LLC

Other Non-
Guarantor
Subsidiaries

Total

Net Cash Provided by (Used in)
Operating Activities

Cash Flows from Investing Activities:

Capital Expenditures

Decrease in restricted cash and
securities, net

Proceeds from sale of property, plai
and equipment and other assets

Other

(48)

$

(dollars in millions)

(442 $

80

(199)

$

58¢

(34€)

11

13

Net Cash Provided by (Used in)
Investing Activities
Cash Flows from Financing Activities:

Long-term debt borrowings, net of
issuance costs

Payments on and repurchases of long-
term debt, including current portion
and refinancing costs

Proceeds from stock options exerci:

Increase (decrease) due from
affiliates, net

29¢

4

3,02¢

(2,960

377

(196

(28¢)

(349)

(128

(133)

3,317

(3,089)

Net Cash Provided by (Used in)
Financing Activities

Effect of Exchange Rates on Cash and
Cash Equivalents

33¢

441

(285)

(261)

234

Net Change in Cash and Cash
Equivalents

Cash and Cash Equivalents at Beginning
of Period

294

@

(409)

61€

(15)

29z

(128)

91¢

Cash and Cash Equivalents at End of
Period

29¢€

21¢

271

792
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Condensed Consolidating Statements of Cash Flows
For the nine months ended September 30, 2011

Net Cash Provided by (Used in)
Operating Activities of Continuing

Operations $ (129

Cash Flows from Investing Activities:

Capital Expenditures

Increase in restricted cash and
securities, net

Proceeds from sale of property, plar
and equipment and other assets

Net Cash Used in Investing Activities of
Continuing Operations

Cash Flows from Financing Activities:

Long-term debt borrowings, net of
issuance costs

Payments on and repurchases of lor
term debt, including current portion
and refinancing costs

Increase (decrease) due from affiliates,

net

Net Cash Provided by (Used in)
Financing Activities of Continuing
Operations

Net Cash Used in Discontinued
Operations

Effect of Exchange Rates on Cash anc
Cash Equivalents

Net Change in Cash and Cash
Equivalents

Cash and Cash Equivalents at Beginni
of Period

Cash and Cash Equivalents at End of
Period

Level 3 Level 3 Level 3 Other Non-
Communications, Financing, Communications, Guarantor
Inc Inc LLC Subsidiaries Eliminations Total
(dollars in millions)

(279) 152 454 19¢

— — (14€) (200) (34€)

— — — (63 (63

— — 1 8 4

— — (145) (260) (405)

29z 474 — (1) 76%

(24%) (46%) — ®) (711

47) 267 (29 (192) —

— 27¢ 29 (195) 54

= — = @ @

— — — 1 1

(129 (1) (21) (4) (155)

7 7 35C 86 61€

44 6 32¢ 82 461
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(13) Subsequent Events

In October 2012, Level 3 Financing, Inc. refinandsdxisting $650 million Tranche B Il and $550lmnh Tranche B Ill Term Loans
under its existing senior secured credit facilityough the creation of a new term loan in the agmpesprincipal amount of $1.2 billion (the
"Tranche B-ll 2019 Term Loan"). The new TranchelB919 Term Loan was borrowed pursuant to an andeadd restated credit
agreement. The new Tranche B-11 2019 Term Loanistmef a $1.2 billion senior secured term loanchhatures on August 1, 2019. The
interest rate on the loan is LIBOR plus 3.25% hvitBOR set at a minimum of 1.5% . The Tranche BOIL9 Term Loan was priced at par.
The Company used the net proceeds from the TraBdh2019 Term Loan, along with cash on hand, fmaseLevel 3 Financing, Inc.'s $650
million Tranche B Il and $550 million Tranche B Merm Loans under the existing credit agreementirimag in September 2018. The
Company expects to recognize a loss on the exshguent of debt of approximately $50 million in foerth quarter of 2012 as a result of
this transaction.
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Item 2. Management's Discussion and Analysis &inancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Level 3 Communications, Inc. and itbsidiaries (“Level 3” or the
“Company”) consolidated financial statements (idahg the notes thereto), included elsewhere hemeththe Company's Form 10-K, as
amended, for the year ended December 31, 201 1vilddthe Securities and Exchange Commission.

This document contains forward looking statementsiaformation that are based on the beliefs ofageament as well as assumptions
made by and information currently available to @@mpany. When used in this document, the worddcipate”, “believe”, “plan”,
“estimate” and “expect” and similar expressionstheey relate to the Company or its managemeninéaded to identify forward-looking
statements. Such statements reflect the currewsvié the Company with respect to future eventsaredsubject to certain risks, uncertain
and assumptions. Should one or more of these siskacertainties materialize, or should underly@sgumptions prove incorrect, actual
results may vary materially from those describethis document. For a more detailed descriptiothe$e risks and factors, please see the
Company's Form 18, as amended, for the year ended December 31, fd8dith the Securities and Exchange Commissiod Item 1A ir

Part Il of this Form 10-Q.
Executive Summary
Overview

The Company is a facilities-based provider of aadrcange of communications services. Revenue fonuanications services is
generally recognized on a monthly basis as thes#écss are provided. For contracts involving préviihe, wavelength and dark fiber servi
Level 3 may receive up-front payments for servicelse delivered for a period of generally up toy2@rs. In these situations, Level 3 defers
the revenue and amortizes it on a straight-linésltasearnings over the term of the contract.

On October 4, 2011, a wholly owned subsidiary ofdle3 completed its amalgamation with Global Cneagsind the amalgamated en
became an indirect wholly owned subsidiary of tleenpany through a tax free, stock for stock transadthe "Amalgamation"). In addition,
after the close of business on October 19, 201\ell2 completed a 1 for 15 reverse stock splitrasipusly approved by the Company's
stockholders in connection with its announcemeitansfer the listing of its common stock to theaN¥ork Stock Exchange on October 20,
2011. The reverse stock split automatically comtbieeery 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 fa@eaibds presented have been adjusted to
give effect to the reverse stock split.

Level 3, through its two 50% owned joint-venturefage 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 mirbnginess to Ambre Energy Limited as |
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. The financial results of the goming business are included in the
Company's consolidated results of operations thrahg date of sale, and all periods presented beer revised to reflect the presentation
within discontinued operations.

Business Strategy and Objectives

The Company pursues the strategies discussedhinllt®usiness, "Business Overview and Strategylismussed in its Form 10-K, as
amended, for the year ended December 31, 201 &rticplar, with respect to strategic financial atiees, the Company focuses its attention
on the following:

» growing Core Network Services revenue by increasalgs
e continually improving the customer experience wréase customer retention and reduce customer;

» completing the integration of acquired busine:
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» reducing network costs and operating expe
» achieving sustainable generation of positive chslisf from operations in excess of capital expemdg
e continuing to show improvement in Adjusted EBITDds(defined in this Item below) as a percentagewdnmue

* concentrating its capital expenditures on thoskrtelogies and assets that enable the Company &ageits Core Network Servict

* managing Wholesale Voice Services for margin cbation; an
» refinancing its future debt maturiti

The Company's management continues to review gitieg lines of business and service offeringsdtetmine how those lines of
business and service offerings enhance the Congpfotyls on delivery of communications services megting its financial objectives. To
the extent that certain lines of business or serefferings are not considered to be compatiblé e delivery of the Company's services or
with meeting its financial objectives, Level 3 mexit those lines of business or stop offering themwices in part or in whole.

The successful integration of acquired businesgedievel 3, including Global Crossing, is impottémthe success of Level 3. The
Company must identify synergies and integrate aeduietworks and support organizations, while nagimg the service quality levels
expected by customers to realize the anticipateefiie of any acquisition. Successful integratibwy 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 theetepl synergies. If the Company is not
able to efficiently and effectively integrate anysinesses or operations it acquires, the Compamyexaerience material negative
consequences to its business, financial conditioesults of operations.

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

In October 2012, Level 3 Financing, Inc. refinandsdexisting $650 million Tranche B Il and $550lmh Tranche B Ill Term Loans
under its existing senior secured credit facilityough the creation of a new term loan in the aggpes principal amount of $1.2 billion (the
"Tranche B-ll 2019 Term Loan"). The Company useslribt proceeds from the Tranche B-11 2019 Term La#mng with cash on hand, to
repay Level 3 Financing, Inc.'s $650 million Traadh Il and $550 million Tranche B Ill Term Loansdan the existing credit agreement
maturing in September 2018. See Note 13 - Subségivemts in the notes to the consolidated finarstatements for additional information.

In September 2012, the Company fully repaid thetanding principal of its Commercial Mortgage d@4 2 along with accrued intere
which was approximately $63 million. See Note &nb-Term Debt in the notes to the consolidatedhfiie statements for additional
information.

In August 2012, the Company completed the offeah§300 million aggregate principal amount of it8 B% Senior Notes due 2019
a private offering. The net proceeds from the dfifgiof the notes will be used for general corpomtgoses, including the potential
repurchase, redemption, repayment or refinancinthefCompany's and its subsidiaries’ existing iteliess from time to time. See Note 8 -
Long-Term Debt in the notes to the consolidatedrfgial statements for additional information.

Also in August 2012, Level 3 Financing, Inc. contptethe offering of $775 million aggregate prindigmount of its 7% Senior Notes
due 2020 in a private offering. The net proceedmfthe offering of the notes, along with cash ondhavere used to redeem all of the
Company's outstanding 8.75% Senior Notes due 20&uding the payment of accrued interest and apple premiums. See Note 8 - Long-
Term Debt in the notes to the consolidated findrstetements for additional information.
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Level 3 Financing, Inc. refinanced its existing4shillion Tranche A Term Loan under its existingnige secured credit facility through
the creation of new term loans in the aggregatrecpal amount of $1.415 billion (the "New Term La&nin August 2012. The Company
used the net proceeds from the New Term Loansgaldtih cash on hand, to repay Level 3 Financing,'$r81.4 billion Tranche A Term
Loan under the existing credit agreement matumniglarch 2014 and used remaining net proceeds tyrg&p5 million in principal amount
plus premium for existing vendor financing obligeis. See Note 8 - Long-Term Debt in the notesecatinsolidated financial statements for
additional information.

In March 2012, the Company exchanged approxim&ed0 million aggregate principal amount of its ¢amsling 15% Convertible
Senior Notes due 2013 for approximately 3.7 millitares of Level 3's common stock into which theesiavere convertible plus an
additional 1.7 million shares for a total of apgroately 5.4 million shares. See Note 8 - Long-T&abt in the notes to the consolidated
financial statements for additional information.

In January 2012, Level 3 Financing, Inc. issuedd®®dlion aggregate principal amount of its 8.625%nior Notes due 2020 in a priv
transaction. A portion of the net proceeds fromdfiering were used in February 2012 to redeerofdllevel 3 Financing's outstanding 9.2
Senior Notes due 2014 in aggregate principal amou$807 million. See Note 8 - Long-Term Debt ie thotes to the consolidated financial
statements for additional information.

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

Revenue and Service Offering

Three Months Ended September 30, Nine Months Ended September 30,
(dollars in millions) 2012 2011 2012 2011
Core Network Services:
North America - Wholesale Channel $ 381 % 334 % 1,142 % 992
North America - Enterprise Channel 627 341 1,85¢ 99t
EMEA - Wholesale Channel 89 51 272 152
EMEA - Enterprise Channel 8C 31 24C 87
EMEA - U.K. Government Channel 41 — 131 —
Latin America - Wholesale Channel 36 1 10z 3
Latin America - Enterprise Channel 141 — 41F 1
Total Core Network Services $ 1,39 % 75¢ % 4,16 $ 2,231
Wholesale Voice Services and Other 19t 16¢ 59¢ 52:
Total Revenue $ 1,59C ¢ 927 $ 4,76z $ 2,75¢

Total revenue consists of:
» Core Network Services revenue from colocation aatd denter services, transport and fiber, IP atal skrvices, and voice servic

* Wholesale Voice Services and Other revenue frorg tlistance voice services, revenue from manageemauhd its related intercarr
compensation services and revenue from the "SBQdvi&ervices Agreement,” which was obtained thraughcquisition in 2005.

Core Network Services revenue represents highegimaervices and Wholesale Voice Services and Qéwemue represents lower
margin services. Core Network Services revenueiresg|different levels of investment and focus ara/jales different contributions to the
Company's operating results than Wholesale Voicei&ss and
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Other revenue. Management of Level 3 believesghatith in revenue from its Core Network Servicesriical to the long-term success of
its business. The Company also believes it mudirammto effectively manage gross margin contritmufirom the Wholesale Voice Services
component and the positive cash flows from the Otiveenue component of Wholesale Voice ServicesGthér revenue. The Company
believes that trends in its communications busiaes$est gauged by analyzing revenue changesranNBziwork Services.

Core Network Services

Growth in transport and fiber revenue is largelpetedent on increased demand for bandwidth seraicgsvailable capital of
companies requiring communications capacity foirtben use or in providing capacity as a serviaevjer to their customers. These
expenditures may be in the form of monthly paymentspfront payments for private line, wavelength or dfibler services. The Company
focused on providing end-to-end transport and fi@gvices to its customers to directly connectarst locations with a private network.
Pricing for end-to-end metropolitan transport seggihave been relatively stable. For intercitydpamt and fiber services, the Company
continues to experience pricing pressure in looatwhere a large number of carriers co-locate fheilities. An increase in demand may be
offset by declines in unit pricing.

Colocation and data center services allow customogptace their network equipment and servers itakle environments maintained
the Company with high-speed links providing ona&tess to more than 45 countries. These servieeseaure, redundant and flexible to fit
the varying needs of the Company's customers. iGasrinclude hosting network equipment used tosgrarn high speed data and voice over
Level 3's global network; providing managed IT $ggg (hosting), installation, maintenance, storagg monitoring of enterprise services;
and providing comprehensive IT outsource solutions.

IP and data services primarily include the Compahigh speed Internet protocol service ("IP"), dathd Internet access ("DIA")
service, virtual private network ("VPN") servicesntent delivery network ("CDN") service, mediaidety service, Vyvx broadcast service,
Converged Business Network service, Asynchronoassfer mode ("ATM") and frame relay services. Le¥/slIP and high speed IP service
is high quality and is offered in a variety of caei@s. The Company's VPN service permits busireefany size to replace multiple netwc
with a single, cost-effective solution that greaimplifies the converged transmission of voiceed, and data. This convergence to a single
platform can be obtained without sacrificing thelify of service or security levels of traditior@l'M and frame relay offerings. VPN servi
also permits customers to prioritize network aggilan traffic so that high priority applicationsich as voice and video, are not compromised
in performance by the flow of low priority appligans such as email.

The Company believes that one of the largest sewtuture incremental demand for the CompanyieGietwork Services will be
from customers that are seeking to distribute tfegiture rich content or video over the Internetv&ue growth in this area is dependent on
the continued increase in demand from customershangricing environment. An increase in the raligband security of information
transmitted over the Internet and declines in et t transmit data have resulted in increasédidation of ecommerce or web based serv
by businesses. Although the pricing for data sesvis currently relatively stable, the IP markegeserally characterized by price
compression and high unit growth rates dependirp tipe type of service. The Company experiencez mdmpression in the high-speed IP
and voice services markets in 2011, which has coat in 2012.

The following provides a discussion of the Compsu@ore Network Services revenue in terms of therprise and wholesale channels.
» The enterprise channel includes large, multiomal enterprises requiring large amounts of badtiwio support their business
operations, such as financial services companesgtitare companies, content providers, and panilsearch engine companies. It

also includes medium enterprises and regional aeptoviders who buy services regionally or locadly well as government
markets, including the U.S. federal government stygtems integrators supporting the U.S. federa¢gonent, U.S. state and local
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governments, academic consortia, and certain adadestitutions. Included in the enterprise chanbek broken out separately in
the table above, is the U.K. government channeichvimcludes revenue primarily from the governmserttor in the U.K.

 The wholesale channel includes revenue frommmnt and alternative carriers in each of the regiglobal carriers, wireless
carriers, cable companies, satellite companiesyaitg service providers.

The Company believes that the alignment of Corevidet Services around channels should allow it feedgrowth while enabling it to
better focus on the needs of its customers. Eatiiiesk channels is supported by dedicated emplayeases. Each of these channels is also
supported by non-dedicated, centralized servicdeaetyland management, product management and gewelat, corporate marketing, global
network services, engineering, information techggland corporate functions, including legal, fioapstrategy and human resources.

Wholesale Voice Services and Other

The Company offers wholesale voice services thigetdarge and existing markets. The revenue pialeiot wholesale voice services
large; however, the pricing and margins are expkitteontinue to decline over time as a resulhefriew low-cost IP and optical-based
technologies. In addition, the market for wholesaliee services is being targeted by many compstigeveral of which are larger and have
more financial resources than the Company.

The Company also has other revenue derived fromnmaervices that are not critical areas of emghasithe Company, including
revenue from managed modem and its related int&@caompensation services and SBC Contract Sesyvigkich includes revenue from the
"SBC Master Services Agreement," which was obtaindgtle December 2005 acquisition of WilTel Comnuaions Group, LLC. The
Company and its customers continue to see consumigrate from narrow band dial-up services to higépeed broadband services as the
narrow band market matures. The Company expectwinggeclines in the other revenue component of M#ade Voice Services and Other
similar to what has been experienced over theqmatral years.

The Company receives compensation from other camiben it terminates traffic originating on thaseriers' networks. This
intercarrier compensation is based on interconoetgreements with the respective carriers or rateedated by the Federal
Communications Commission ("FCC"). The Companyihtsconnection agreements in place for the majarfitraffic subject to intercarrier
compensation. Along with addressing other mattard\ovember 18, 2011, the FCC established a praspéntercarrier compensation
framework for terminating switched access and V@wer Internet Protocol ("VolP") traffic, with elents of it becoming effective beginn
on December 29, 2011. Under the framework, mostitexting switched access charges and all intemracdmpensation charges are capped
at current levels, and will be reduced to zero paeirelevant to Level 3, a six year transitiorigeebeginning July 1, 2012. Several states,
industry groups, and other telecommunications eegfiiled petitions in federal court for reconsit@n of the framework with the FCC,
although the outcome of those petitions is unptadie. A majority of the Company's existing interéa compensation revenue is associated
with agreements that have expired terms, but reefééctive in evergreen status. As these and atiherconnection agreements expire, the
Company will continue to evaluate simply allowingin to continue in evergreen status (so long asdteterparty allows the same) or
negotiating new agreements. The Company earnsatér compensation revenue from providing managedem services, which are
declining. The Company also receives intercarmenjgensation from its voice services. In this cageycarrier compensation is reported
within Core Network Services revenue.

For a detailed description of the Company's breadje of communications services, please see Itdusiness - "Our Services
Offerings" of the Company's Form 10-K, as amenfladthe year ended December 31, 2011 filed withSbkeurities and Exchange
Commission.
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Hurricane Sandy

Level 3's business has been affected by Hurricanely5in the Northeast region of the United State#nd the fourth quarter of 2012.
Level 3 continues to address issues affectingdtaork and to restore services to customers afidayethe storm. In addition, revenue from
Level 3's usage-based services may be adverselgtedf by storm-related business interruptions tffgdts customers. The timing of the
installation of services ordered by customers agnkl 3's resulting revenue may also be adversédgtafl by limitations on the ability of
third party access providers to provision servioghe region on a timely basis. It is not poss#i¢his time to estimate the effect that the
storm may have on Level 3's operating resultséfolurth quarter of 2012. Based on information thavailable to management on the date
of this report, Level 3 does not expect that thealiand indirect effects that the storm has onpesrating results in the fourth quarter of 2012
will be significant; however, it is possible thhts expectation could change once additional in&drom regarding the effect of the storm
damage is available.

Critical Accounting Policies

Refer to Item 7 of the Company's Form 10-K, as atednfor the year ended December 31, 2011 for eriggion of the Company's
critical accounting policies.
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Results of Operations for the Three and Nine Months Ended September 30, 2012 and 2011:

Three Months Ended September 30, Nine Months Ended September 30,
Change Change

(dollars in millions) 2012 2011 % 2012 2011 %
Revenue $ 159 $ 927 2% $ 4,762 $  2,75¢ 73 %
Cost of Revenue 64z 34z 88 % 1,94 1,04¢ 86 %
Depreciation and Amortization 18t 20z (9% 563 612 (8)%
Selling, General and
Administrative 61¢ 37t 65 % 1,851 1,08¢ 70 %
Restructuring Charges 6 — NM 14 — NM
Total Costs and Expenses 1,452 92( 58 % 4,37¢ 2,74 59 %
Operating Income 13¢ 7 NM 387 7 NM
Other Income (Expense):
Interest income — — NM 2 — NM
Interest expense (18¢) (17¢) 6 % (55¢) (49%) 13%
Loss on extinguishment of
debt, net (49 (30) 63 % (110 (73 51%
Other, net (59) 2) NM (52 5 NM
Total Other Expense (297 (209) 39% (719 (563 28%
Loss Before Income Taxes (159 (202) (24)% (33)) (55€) (40)%
Income Tax Expense 13 (6) 117 % (35 (36) (3)%
Loss from Continuing
Operations (16€) (20¢) (200% (36€) (592 (38)%
Income (Loss ) from
Discontinued Operations, Net — 1 (100% — (1) (100%
Net Loss $ (166 $  (207) 0% $ (3660 $ (599 (39)%

NM — Not meaningful
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Discussion of all significant variances:

Total Revenue by Service Offering

Three Months Ended September 30, Nine Months Ended September 30,
(dollars in millions) 2012 2011 Change % 2012 2011 Change %
Core Network Services $ 1,398 $  75¢ 84% $ 4,161 $ 2,231 87%
Wholesale Voice Services
and Other 19t 16¢ 15% 59¢ 522 15%
Total Revenue $ 159 $ 927 720 $ 4,762 $ 2,75¢ 73%

Revenueincreased 72% to $1.590 billion in the three momthded September 30, 2012 from $927 million insdw@e period of 2011
and increased 73% to $ 4.762 billion in the ninenthe ended September 30, 2012 from $ 2.754 billidhe same period of 2011. The
increase is primarily driven by the additional newe associated with the Global Crossing acquisitmmpleted in the fourth quarter of 2011.
Excluding revenue from the Global Crossing acqisjtrevenue from enterprise customers contribtaetie growth in Core Network
Services revenue.

The Company experienced growth in each of its serefferings during the three and nine months ei8gatember 30, 2012 compared
to the same periods in 2011 as a result of the&IBbossing acquisition. Excluding revenue from@&liebal Crossing acquisition, revenue
growth in IP and data services and voice servicemd the three and nine months ended Septemb&03@, was driven primarily by end
customer demand for content delivery over the imteand enterprise bandwidth, as well as increasade for voice services. Growth in
transport and fiber services and colocation and danter services was more modest during the tméaine months ended September 30,
2012,

Core Network Services revenue increased in theiNamierica, EMEA and Latin America regions during three and nine months
ended September 30, 2012 compared to the samalp@fi@011 primarily as a result of the Global Ging acquisition. Excluding revenue
from the Global Crossing acquisition, revenue iasesl in the North America region during the thneg mine months ended September 30,
2012 compared to the same periods of 2011.

Wholesale Voice Services and Other revenue incteiasiie three and nine months ended Septemb&03@, compared to the same
periods in 2011 as a result of the Global Crosaitguisition. Excluding revenue from the Global Ging acquisition, Wholesale Voice
Services and Other revenue decreased in the thcerime months ended September 30, 2012 due tmegdh usage. The Company
continues to manage its combined wholesale voisgces platform for margin growth, and expects oard volatility in revenue as a result
of this strategy. In addition, the Company expetémaged modem and SBC Contract Services reverugntimue to decline due to an
increase in the number of subscribers migratingré@dband services and as a result of the migrafitime SBC traffic to the AT&T network,
respectively.

Cost of Revenuancludes leased capacity, right-of-way costs, accharges, satellite transponder lease costs,thadthird party costs
directly attributable to the network, but excludiepreciation and amortization and related impaitegpenses.

Cost of revenue as a percentage of total revenset®® and 41% for the three and nine months endpte®ber 30, 2012 compared to
37% and 38% in the same periods of the prior yHae.increase is due to inclusion of costs assatiatth the Global Crossing business,
which has lower gross margins, in the current yesiods compared to the same periods of 2011.ifbisase was partially offset by an
improving gross margin mix from higher margin ort-@®re Network Services and a decrease in lowegima¥holesale Voice Services and
Other. Additionally, the Company continues to inmpént initiatives to reduce both fixed and variaittwork expenses.
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Depreciation and Amortization expense decreased 9% to $185 million in the threetins ended September 30, 2012 from $203
million in the same period in 2011 and decreased@®%563 million in the nine months ended Septan30e 2012 from $ 612 million in the
same period in 2011. The decrease is attributabdechange in the estimated useful lives of cedhthe Company'’s property, plant and
equipment that resulted in a reduction of depramiagxpense in the three and nine months ende@é®@epr 30, 2012 compared to the same
periods of 2011. The change in accounting estinvateapplied on a prospective basis effective Octbp2011 as required under the
accounting standard related to changes in accauatitimates. This decrease was partially offsetdaitional depreciation and amortization
as a result of the Global Crossing acquisition amgberty, plant and equipment additions since Sepés 30, 2011.

Selling, General and Administrative ("SG&A") expenses include salaries, wages and related te(infiluding non-cash, stodkasec
compensation expenses), property taxes, travelianse, rent, contract maintenance, advertisingetion expense on asset retirement
obligations and other administrative expenses. S@&penses also include certain network relatedresggesuch as network facility rent,
utilities and maintenance costs.

SG&A expenses increased 65% to $619 million intkliee months ended September 30, 2012 compare¥ ®rillion in the same
period of 2011 and increased 70% to $ 1.851 biliilothe nine months ended September 30, 2012 frarB8P billion in the same period in
2011. The increase is primarily due to SG&A expsrassociated with the Global Crossing acquisiiioeiuding integration costs of
approximately $ 18 million and $ 50 million for ttleree and nine months ended September 30, 2GgRerremployee compensation and
related costs as the Company continued to inciigasales, support and customer service deliveaglbeunt, and merit increases effective in
the first quarter of 2012. These increases wergaflgroffset by cost synergies achieved as a tasfithe Global Crossing acquisition in the
three and nine months ended September 30, 2012 .

Also included in SG&A expenses in the three aneémonths ended September 30, 2012 were $ 49 mdhors 102 million ,
respectively, and in the three and nine months@&®gptember 30, 2011 , $ 26 million and $ 68 millisespectively, of non-cash, stock-
based compensation expenses related to grantdparéarm stock options, restricted stock units,raats for the Company’s discretionary
bonus, incentive and retention plans and sharasds®r the Company’s matching contribution for 4@4.(k) plan.

Restructuring Chargesin the three and nine months ended September 3@,@6re $6 million and $ 14 million , respectively,
compared to less than $1 million in the same psraf®2011. The increase in the three and nine nscertided September 30, 2012 compared
to the same periods of 2011 was primarily due ductons in headcount associated with the Globab§ing acquisition, as the Company had
not initiated any significant new workforce redoctiplans in 2011.

The Company may initiate additional restructuriatj\dties in future periods in connection with tbfforts to optimize its cost structure
or in connection with the Amalgamation of Globab€sing. Additional restructuring activities couébult in additional headcount reductions
and related charges.

Adjusted EBITDA , as defined by the Company, is net income (lassh tthe consolidated statements of operations b€figrincome
tax benefit (expense), (2) total other income (eseg, (3) noreash impairment charges included within restruntugharges, (4) depreciati
and amortization expense, (5) non-cash stock cosgtiem expense included within selling, general athhinistrative expenses and (6)
discontinued operations.

Adjusted EBITDA is not a measurement under geneealtepted accounting principles ("GAAP") and mayle used in the same way
by other companies. Management believes that AefjlusBITDA is an important part of the Company’smial reporting and is a key
measure used by management to evaluate profitahilidl operating performance of the Company andakemesource allocation decisions.
Management believes such measurement is espeaigdbrtant in a capital-intensive industry suchelesdcommunications. Management also
uses Adjusted EBITDA to compare the Company’s perfmce to that of its competitors and to elimir@gain non-cash and non-operating
items in order to consistently measure from petiogeriod its ability to fund capital expenditurésd growth, service debt and determine
bonuses.
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Adjusted EBITDA excludes non-cash impairment chargied non-cash stock compensation expense bedatiigenmn-cash nature of
these items. Adjusted EBITDA also excludes inteiestme, interest expense and income tax benefiiefese) because these items are
associated with the Company’s capitalization amdsteuctures. Adjusted EBITDA also excludes de@#éon and amortization expense
because these non-cash expenses reflect the efffempital investments which management believedatter evaluated through cash flow
measures. Adjusted EBITDA excludes net other incempense) because these items are not relatkd fwitnary operations of the
Company.

There are limitations to using non-GAAP financisdasures, including the difficulty associated wibimparing companies that use
similar performance measures whose calculationsdiiter from the Company'’s calculations. Additiolyalthis financial measure does not
include certain significant items such as intemesbme, interest expense, income tax benefit (esqeniepreciation and amortization expe
non-cash impairment charges, non-cash stock corapensxpense and net other income (expense). fedjiEBITDA should not be
considered a substitute for other measures of éiahperformance reported in accordance with GAAP.

The following information provides a reconciliationNet Loss to Adjusted EBITDA as defined by then@hbany (dollars in millions):

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011

Net Loss $ (166) $ (207) $ (366) $ (599)
Income Tax Expense 13 6 35 36
Total Other Expense 291 20¢ 71¢ 563
Depreciation and Amortization

Expense 18t 20< 563 61z
Non-Cash Compensation Expen 49 26 10z 68
Discontinued Operations of Coal

Mining Business — (D] — 1
Adjusted EBITDA $ 372 % 23¢ $ 1,052 $ 687

Consolidated Adjusted EBITDA was $372 million iretthree months ended September 30, 2012 compa&B86omillion in the same
period of 2011 and was $1.052 billion in the ninentins ended September 30, 2012 compared to $68@mii the same period of 2011. T
increase in Adjusted EBITDA in the three and nirenths ended September 30, 204 primarily attributable to Adjusted EBITDA assatgd
with the Global Crossing acquisition and growthiia Company’s higher incremental margin Core Nekv&ervices revenue and continued
improvements in cost of revenue.

Interest Expenseincreased 6% to $ 188 million in the three montidesl September 30, 2012 from $ 178 million in e period of
2011 and increased 13% to $ 558 million in the mmomths ended September 30, 2012 from $ 495 miificghe same period of 2011. Interest
expense increased as a result of higher averagédkince for 2012 compared to 2011, includingrfaiag associated with the Global
Crossing acquisition, partially offset by lower to§borrowing on refinanced debt.

The Company expects annual interest expense in 20 approximately $ 740 million based on the @any's outstanding debt as of
September 30, 2012 , and taking into considerakiercurrent interest rates on the Company's variaie debt and the October 2012
incurrence of the $1.2 billion Tranche B-Il 2019 MeLoan under the amended and restated credit mgrdgalong with the repayment of the
existing $650 million Tranche B Il and $550 millidmanche B Ill Term Loans). See Note 8 - Long-T@&ebt and Note 13 - Subsequent
Events of the Notes to Consolidated Financial &iates for more details regarding the Company'sifimay activities.
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Loss on Extinguishment of Debt, netvas $49 million and $ 110 million in the three amnide months ended September 30, 2012 ,
compared to a loss of $ 30 million and $ 73 millinrthe three and nine months ended September03Q, ZThe loss recorded during 2012
was related to a charge of approximately $9 millielated to the refinancing of the $1.4 billion iche A Term Loan in August 2012 and the
repayment of existing vendor financing obligatioagharge of approximately $40 million as a restithe redemption of the 8.75% Senior
Notes due 2017 in August 2012, a charge of apprataty$22 million related to the redemption of the 9.25%nior Notes due 2014 in
February 2012 and a charge of approximately $3Bomias a result of the exchange of a portion ef16% Convertible Senior Notes due
2013 for approximately 5.4 million shares of Le8edtock in March 2012. The loss recorded duringl20as related to a charge of
approximately $29 million recognized for the JuBA2 conversion of the 15% Convertible Senior Nolgs 2013, a charge of less than $1
million for the 3.5% Senior Notes due 2012 repusgubin August 2011, a $23 million charge recognipedhe portion of the 9.25% Senior
Notes due 2014 redeemed in April 2011 and a $2lomitharge recorded in the first quarter of 20&4ulting from the redemption of tl
5.25% Convertible Senior Notes due 2011 in Febr@@dl and the exchange of the 9% Convertible Sé@igrount Notes due 2013 in
January 2011. See Note 8 - Long-Term Debt, of toeedlto the Consolidated Financial Statements firerdetails regarding the Company's
financing activities.

The Company may enter into additional transactinribe future to repurchase or exchange existirgy that may result in gains or
losses on the extinguishment of debt.

Other, netwas $ 54 million and $ 52 million of expense in theee and nine months ended September 30, 2@kpectively compared
to $ 1 million of expense and $ 5 million of incoinehe same periods of the prior year. Otherjsiptimarily comprised of foreign currency
gains and losses, gains and losses on the satmaiperating assets and other income. Other, rtbeithree and nine months ended
September 30, 2012 was driven by a non-cash lofiseoBompany's interest rate swaps agreementpobdamately $60 million that were
deemed "ineffective" under GAAP in connection vilte refinancing of the $1.4 billion Tranche A Tewan. See Note 8 - Long-Term Debt,
of the Notes to the Consolidated Financial Statésifem more details regarding the Company's finageictivities.

Income Tax Expensevas $ 13 million and $ 35 million in the three anide months ended September 30, 2012 compare@ tailion
and $ 36 million in the same periods of 2011. Tfeme tax expense in 2012 was primarily relateddome taxes for Latin American
entities acquired as part of the Global Crossimguasition. The income tax expense during the nioatims ended September 30, 2011 is
primarily related to an out of period adjustmené do taxable temporary differences associated egittain indefinite-lived intangible assets
that the Company is unable to offset with deduetteimporary differences.

The Company also incurs income tax expense ataiibeito income in various Level 3 subsidiaries #ratrequired to file state or
foreign income tax returns on a separate legatyedisis. The Company also recognizes accruecesttand penalties in income tax expense
related to uncertain tax benefits.

Income (Loss) from Discontinued Operationsvas income of $ 1 million and a loss of $1 milliorthe three and nine months ended

September 30, 2011 , respectively. Level 3 soldatd mining business in the fourth quarter of 2CQdrid accordingly, reflected the coal
mining business as discontinued operations in 2011.
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Financial Condition — For the nine months ended Sepmber 30, 2012 and 2011

Cash flows provided by operating activities, inimgtactivities and financing activities for the aimonths ended September 30, 2012
and 2011, respectively, are summarized as follows:

Nine Months Ended September 30,

(dollars in millions) 2012 2011 Change
Net Cash Provided by Operating Activities of

Continuing Operations $ 17¢  $ 19¢ $ (22)
Net Cash Used in Investing Activities of

Continuing Operations (53¢ (40%) (139
Net Cash Provided by Financing Activities of

Continuing Operations 234 54 18C
Net Cash Used in Discontinued Operations — (4) 4
Effect of Exchange Rates on Cash and Cash

Equivalents 1 1 —
Net Change in Cash and Cash Equivalents $ (12 $  (155) $ 3C

Operating Activities of Continuing Operations

Cash provided by operating activities of continuagpgerations decreased to $ 178 million in the nioaiths ended September 30, 2012
compared with $ 199 million in the same period @12 primarily due to higher interest paid and aease in the use of cash for working
capital items.

I nvesting Activities of Continuing Operations

Cash used in investing activities of continuingragiens increased in the nine months ended SepteBdh@012 compared to the same
period of 2011 primarily as a result of additionapital expenditures, which totaled $ 545 milliarthe nine months ended September 30,
2012 compared to $ 346 million in the same perioithe prior year. The increase was primarily drivrthe inclusion of Global Crossing in
the Company's results since the acquisition ddte.ificrease was partially offset by a decreasd 6ffillion in restricted cash and securities,
net in the nine months ended September 30, 201pa@d to a $63 million increase in the same parndd11.

Financing Activities of Continuing Operations

Cash provided by financing activities of continuimgerations increased in the nine months ended:8éyatr 30, 2012 compared to the
same period of 2011 as a result of greater borrgsviret of payments on and repurchases of debtagithkleases during 2012. See Note 8 -
Long-Term Debt of the Notes to the ConsolidatedhRaial Statements for more details regarding theg@amy's debt transactions during
2012.

Cash Flows of Discontinued Operations

Net cash used in discontinued operations was $ilibmin the nine months ended September 30, 20ie.Company completed the
sale of its coal mining business on November 14120

Liquidity and Capital Resources

The Company incurred a net loss of $ 366 milliothia nine months ended September 30, 2012 and $h88& in the same period of
2011. In connection with its continuing operatiotiie Company used $545 million for capital expeaméis and $234 million of cash was
provided by financing activities in the nine mon#med September 30, 2012 . This compares to $846mof cash used for capital
expenditures and $54 million of cash flows provithgdinancing activities in the same period of fhior year.

Net cash interest payments are expected to incteaggproximately $ 695 million in 2012 from th&%$6 million made in 2011 based
on forecasted interest rates on the Company'shlarniate debt outstanding as of September 30, 288@2he October 2012 incurrence of the
$1.2 billion Tranche B-ll 2019 Term Loan under the
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amended and restated credit agreement (along léthepayment of the existing $650 million Tranchi &d $550 million Tranche B Il
Term Loans).

Capital expenditures for 2012 are expected to nemwatively consistent as a percentage of revenitie2011, as the Company invests
in base capital expenditures (estimated capitalired to keep the network operating efficiently angport new service development) with
the remaining capital expenditures expected todmypsuccess-based, which is tied to a specifstauer revenue opportunity, and partly
project-based where capital is used to expandeheark based on the Company's expectation thatriject will eventually lead to
incremental revenue. As of September 30, 2012 Ctrapany had debt contractual obligations, inclgdiapital lease and commercial
mortgage obligations, and excluding interest, puemand discounts on debt issuance and fair valjusstadents, of $ 11 milliothat mature i
the remainder of 2012, $ 210 million in 2013 antB$million in 2014.

In October 2012, Level 3 Financing, Inc. refinandscdexisting $650 million Tranche B Il and $550lan Tranche B Il Term Loans
under its existing senior secured credit facilityough the creation of a new Tranche B-Il 2019 Tepan in the aggregate principal amount
of $1.2 billion. The Company used the net procéeats the Tranche B-11 2019 Term Loan, along witisltan hand, to repay Level 3
Financing, Inc.'s $650 million Tranche B Il and $5&illion Tranche B Ill Term Loans under the exisgticredit agreement maturing in
September 2018.

In September 2012, the Company fully repaid thetanding principal of its Commercial Mortgage d042 along with accrued intere
which was approximately $63 million.

In August 2012, the Company completed the offeah§300 million aggregate principal amount of it8 %% Senior Notes due 2019
a private offering. The net proceeds from the dfifgiof the notes will be used for general corpomtgposes, including the potential
repurchase, redemption, repayment or refinancirthefompany's and its subsidiaries' existing iteiess from time to time.

Also in August 2012, Level 3 Financing, Inc. conptethe offering of $775 million aggregate prindigmount of its 7% Senior Notes
due 2020 in a private offering. The net proceedmfthe offering of the notes, along with cash ondhavere used to redeem all of the
Company's outstanding 8.75% Senior Notes due 20&luding the payment of accrued interest and apple premiums. The Company
recognized a loss on extinguishment of debt of idllon in the third quarter of 2012 as a resultlvé redemption of the 8.75% Senior Notes
due 2017.

Level 3 Financing, Inc. refinanced its existing4shillion Tranche A Term Loan under its existingnige secured credit facility through
the creation of new term loans in the aggregatrecpal amount of $1.415 billion in August 2012. TBempany used the net proceeds from
the New Term Loans, along with cash on hand, tayégvel 3 Financing, Inc.'s $1.4 billion Tranchél&rm Loan under the existing credit
agreement maturing in March 2014 and used remami@roceeds to repay $15 million in principal amioplus premium for existing
vendor financing obligations. The Company recogmiadoss on the extinguishment of debt of $9 millio the third quarter of 2012 as a
result of refinancing the $1.4 billion Tranche AriffreLoan and repayment of existing vendor finan@bgigations. In addition, in connection
with the refinancing of the Tranche A Term Loare tbompany recognized a $60 million non-cash lossvorinterest rate swaps that had
previously hedged changes in the interest rateortion of the Tranche A Term Loan. See Note &rilative Financial Instruments of the
Notes to Consolidated Financial Stateme

In March 2012, the Company entered into an exchaggeement for a portion of its 15% ConvertibleiSeNotes due 2013. Pursuant
to the agreement, approximately $100 million aggtegrincipal amount of Level 3's outstanding 158ti¢ertible Senior Notes due 2013
were exchanged for approximately 3.7 million shaxfelsevel 3's common stock into which the notesenanvertible plus an additional 1.7
million shares for a total of approximately 5.4 lioih shares. The consideration was based on thkathparice for these notes which included
an inducement premium and included a payment fonuad and unpaid interest from January 15, 201dutiir March 15, 2012 of
approximately $2 million. This transaction did motlude the payment by the Company of any cash.ddrapany recognized a loss on
extinguishment of $39 million in the first quart#r2012 as a result of this exchange of the 15%v€dible Senior Notes due 2013. The
transaction will reduce cash interest expense pycagmately $15 million on an annual basis.
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In January 2012, Level 3 Financing, Inc. issuedd®®dlion aggregate principal amount of its 8.625%nior Notes due 2020 in a priv
transaction. A portion of the net proceeds fromdfiering were used to redeem all of Level 3 Finag's outstanding 9.25% Senior Notes
2014 in aggregate principal amount of $807 millishe Company recognized a loss on extinguishmefi@fmillion in the first quarter of
2012 as a result of the redemption of the 9.Z#ior Notes due 2014. The remaining proceeds itatiespurchase money indebtedness u
the existing senior secured credit agreement agehitures of Level 3 and will be used solely to ftimel cost of construction, installation,
acquisition, lease, development or improvemeningf Belecommunications/IS Assets (as defined irettisting senior secured credit
agreement and indentures of Level 3), includingctieh purchase price of any past, pending or futcgeisitions.

For information related to financing activities tlo@curred during 2011, see Item 7 of the Compdryten 10-K, as amended, for the
year ended December 31, 20

Level 3 had $ 793 million of cash and cash equivslen hand at September 30, 2012 . In addition,mdion of current and non-
current restricted cash and securities are usedli@eralize outstanding letters of credit, loegrt debt, and certain operating obligations of
the Company. Based on information available attthig, the Company believes that its current ligyidnd anticipated future cash flows
from operations will be sufficient to fund its bness for at least the next twelve months.

The Company may need to refinance all or a poxidts indebtedness at or before maturity and capravide assurances that it will
able to refinance any such indebtedness on comatflgreéasonable terms or at all. In addition, tl@rPany may elect to secure additional
capital in the future, at acceptable terms, to owmprits liquidity or fund acquisitions. In additioim an effort to reduce future cash interest
payments as well as future amounts due at matority extend debt maturities, Level 3 or its adfiis may, from time to time, issue new d
enter into debt for debt, debt for equity or casimsactions to purchase its outstanding debt sa=uim the open market or through privately
negotiated transactions. Level 3 will evaluate smgh transactions in light of the existing markatditions and the possible dilutive effect to
stockholders. The amounts involved in any suchstration, individually or in the aggregate, may katemal.

In addition to raising capital through the debt aadity markets, the Company may sell or disposexiting businesses, investment
other non-core assets.

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

Off-Balance Sheet Arrangements

Level 3 has not entered into off-balance sheengaments.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
Interest Rate Risk

Level 3 is subject to market risks arising frommpas in interest rates. As of September 30, 282 Company had borrowed a total of
approximately $ 2.9 billion primarily under a Sen&ecured Term Loan (excluding discounts) and FigaRate Senior Notes due 2015 that
bear interest at LIBOR rates plus an applicablegmaiAs the LIBOR rates fluctuate, so too will tinéerest expense on amounts borrowed
under the debt instruments, unless LIBOR ratedeal@wv the minimum LIBOR rate for a particular Serfsecured Term Loan. The weighted
average interest rate on the variable rate instnisret September 30, 2012 , was approximately 5.3%

In March 2007, Level 3 Financing, Inc. entered itwto interest rate swap agreements to hedge theesttpayments on $1 billion
notional amount of floating rate debt. The two ietd rate swap agreements are with different copatges and are for $500 million each.
The interest rate swap agreements were effectigmbieg in 2007 and mature in January 2014. Unkertérms of the interest rate swap
agreements, Level 3 receives interest paymentsltmaseolling three month LIBOR terms and pays ies¢mat the fixed rate of 4.93% under
one arrangement and 4.92% under the other.
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Prior to August 6, 2012 and the refinancing of$ie4 billion Tranche A Term Loan, Level 3 had desitgd the interest rate swap
agreements as cash flow hedges on the interestgragrfor $1 billion of floating rate debt. Howevas, a result of the refinancing of the $1.4
billion Tranche A Term Loan on August 6, 2012, tive interest rate swap agreements that had effdgthedged the interest rate on $1
billion of floating rate debt were deemed "ineffeet under GAAP. See Note 8 - Long-Term Debt of Netes to Consolidated Financial
Statements for more details regarding the Compamygsest rate swaps.

As indicate above, the weighted average interéstaathe $ 2.9 billion of variable rate instruneat September 30, 2012 , was
approximately 5.3% . A hypothetical increase inwreghted average rate by 1% point (i.e. a weighteztage rate of 6.3% ) would increase
the Company's annual interest expense by approsgiyn®t29 million. Declines in LIBOR below the respective fixed minim rate applicab
to a term loan under the Company's senior secuegtit dacility will not benefit the Company withgpect to the variable interest rate on that
term loan.

At September 30, 2012 , the Company had $ 5.9billexcluding fair value adjustments, discounts preiniums) of fixed rate debt
bearing a weighted average interest rate of 8.8%lecline in interest rates in the future willtrg@nerally benefit the Company with respe«
the fixed rate debt due to the terms and conditidrike indentures relating to that debt that waelguire the Company to repurchase the debt
at specified premiums if redeemed early.

Indicated changes in interest rates are based pottgtical movements and are not necessarily itideaf the actual results that may
occur. Future earnings and losses will be affebtedctual fluctuations in interest rates and faneigrrency rates.

Foreign Currency Exchange Rate Risk

The Company conducts a portion of its businessiireacies other than the U.S. dollar, the currénayhich the Company's
consolidated financial statements are reportedoftingly, the Company's operating results coulédbeersely affected by foreign currency
exchange rate volatility relative to the U.S. dollBhe Company's European subsidiaries and cdrtdin American subsidiaries use the local
currency as their functional currency, as the nigjaf their revenue and purchases are transant#tkir local currencies. Although the
Company continues to evaluate strategies to métigaks related to the effect of fluctuations imreacy exchange rates, the Company will
likely recognize gains or losses from internatiamahsactions. Changes in foreign currency ratetdcadversely affect the Company's
operating results.
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Item 4. Controls and Procedures

(a) Disclosure controls and procedures. The Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveness
of the Company’s disclosure controls and proced@a®slefined in Rules 13a-15(e) and 15d-15(e) uthdeBecurities Exchange Act of 1934,
as amended (the “Exchange Act} of September 30, 2012. Based upon such reviev;hief Executive Officer and Chief Financial O
have concluded that the Company’s disclosure clsnémod procedures are effective and are designedsiore that information required to be
disclosed by the Company in the reports it filesutvmits under the Exchange Act is recorded, peetksummarized and reported within the
time periods specified in the Securities and Exgea@ommission rules and forms. Disclosure contiots procedures include, without
limitation, controls and procedures designed taemthat information required to be disclosed bysaner in reports it files or submits under
the Exchange Act is accumulated and communicatétet€ompany’s management, including its princgadcutive officer and principal
financial officer, as appropriate to allow timelgdaisions regarding required disclosure.

(b) Internal controls. The Company completed the amalgamation of Globas§ing on October 4, 2011. The Company is currémtdgrating
policies, processes, people, technology, and dpasabf the combined Company. Management will cardgito evaluate the Company's
internal controls over financial reporting as intioues its integration of Global Crossing. Theerevno other changes in the Company's
internal control over financial reporting identdién connection with the evaluation required byauaaph (d) of Exchange Act Rules 1Ba0!
15d-15 that occurred during the third quarter cf2€hat have materially affected, or are reasonkldyy to materially affect, the Company's
internal control over financial reporting.

Part Il - Other Information
Item 1. Legal Proceedings

For information regarding legal proceedings in vahige are involved, see Note 11, “Commitments, Cayemncies and Other Iltems,” to
our consolidated financial statements includedhis guarterly report on Form 10-Q.

Iltem 1A. Risk Factors

In addition to the other information set forth imstreport, you should carefully consider the feztdiscussed in Part I, “Item 1A. “Risk
Factors” in Level 3's Form 10-K, as amended, ferytbar ended December 31, 2011, which could miyeaitiect Level 3's business,
financial condition or future results. The risksdebed in Level 3's Form 1R-are not the only risks facing the Company. Aduitil risks an
uncertainties not currently known to Level 3 orttih@urrently deems to be immaterial also may mally adversely affect Level 3's busine
financial condition and/or operating results. Thieas not been a material change from the risk fadgteluded in the Company's Form 10-K,
as amended, for the year ended December 31, 2Rddpteas supplemented by the Company's Quarteppf®en Form 10-Q for the three
months ended March 31, 2012 and as stated below.

If our security measures are breached, or if our services are subject to attacks that degrade or deny the ability of usersto access our
systems, products and services, we may experience significant legal and financial exposure, our products and services may be perceived as
not being secure, users and customers may curtail or stop using our products and services, and our business may be disrupted.

Network and information systems and other techriebgre critical to our business activities. Netwand information systems-related
events such as computer hackings, cyber attackgputer viruses, worms or other destructive or ¢itve software, process breakdowns,
denial of service attacks or other malicious atiigj or any combination of the these items, coedlt in a degradation or disruption of our
services or damage to our
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properties, equipment and data. We experience @thaaks against our network and information systefrvarying degrees on a regular
basis, and as a result, unauthorized parties mi@ynoaiccess to our data or our customers' datas@uurity measures may also be breached
due to employee error, malfeasance, or otherwAgiglitionally, outside parties may attempt to fraleshily induce our employees or
customers to disclose sensitive information in btdegain access to our data or our customers’ @atrisk of these systems-related events
and security breaches occurring has intensifiegdaim because we maintain certain information resmysto conduct our businesses in digital
form stored on servers connected to the Internet.

While we develop and maintain systems and procefssigned to prevent systems-related events andityelareaches from occurring,
the development and maintenance of these systetngracesses is costly and requires ongoing mongand updating as technologies
change and efforts to overcome security measui@mie more sophisticated. Despite our efforts, tharebe no assurance that unauthorized
access and security breaches will not occur irffthee. In addition, because the techniques usethtain unauthorized access, disable or
degrade service, or sabotage systems change fitggard often are not recognized until launchedrsia target, we may be unable to
anticipate these techniques or to implement adequalventative measures.

Any security breach or unauthorized access coddltren significant legal and financial exposuredaamage to our reputation and the
market perception of the effectiveness of our sgcureasures, which could cause us to lose custarat could potentially have a material
adverse effect on our business and results of tipesa Moreover, the amount and scope of insurareenaintain against losses resulting
from unauthorized access or security breaches meensufficient to cover our losses or otherwidecaately compensate us for any
disruptions to our businesses that may result.
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Item 6. Exhibits

4.1

4.2

4.4

10.1

10.2

10.c

12
31.1
31.z
32.1

32.2

Exhibits incorporated by reference are indicategdarentheses.

Indenture, dated as of August 1, 2012, betweenll2@mmunications, Inc. and The Bank of New York
Mellon Trust Company, N.A., as trustee, relatingn® 8.875% Senior Notes due 2019 of Level 3
Communications, Inc. (Incorporated by referencExhibit 4.1 to the Registrant's Form 8-K, filed wthe
Securities and Exchange Commission on August 62201

Registration Agreement, dated as of August 1, 28frftyng Level 3 Communications, Inc. and Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fen@eBmith Incorporated, Morgan Stanley & Co. LLC,
Credit Suisse Securities (USA) LLC, Deutsche Bae&ugities Inc., and J. P. Morgan Securities LLC,
relating to Level 3 Communications, Inc.'s 8.875éhi8r Notes due 2019 (Incorporated by reference to
Exhibit 4.2 to the Registrant's Form 8-K, filed lvthe Securities and Exchange Commission on Augjust
2012).

Indenture, dated as of August 6, 2012, among L&w@bmmunications, Inc., as Guarantor, Level 3
Financing, Inc., as Issuer, and The Bank of NewkYdellon Trust Company, N.A., as Trustee, relatiog
the 7% Senior Notes due 2020 of Level 3 Finandimg}, (Incorporated by reference to Exhibit 4.1he t
Registrant's Current Report on Form 8-K, filed wilie Securities and Exchange Commission on August 7
2012).

Registration Agreement, dated as of August 6, 28fiyng Level 3 Communications, Inc., Level 3
Financing, Inc. and Citigroup Global Markets Irderrill Lynch, Pierce, Fenner & Smith Incorporated,
Morgan Stanley & Co. LLC, Credit Suisse SecurifldSA) LLC, Deutsche Bank Securities Inc., and J.P.
Morgan Securities LLC, relating to Level 3 Finargiiitnc.'s 7% Senior Notes due 2020. (Incorporated b
reference to Exhibit 4.2 to the Registrant's CurReport on Form 8-K, filed with the Securities and
Exchange Commission on August 7, 2012).

Fourth Amendment Agreement to Amended and Res@itedit Agreement, dated as of August 6, 2012,
among Level 3 Communications, Inc., Level 3 Finagginc., the Lenders party thereto and Merrill Elgn
Capital Corporation (Incorporated by referencexbikit 10.1 to the Registrant's Current Report omnfr8-

K, filed with the Securities and Exchange Commissia August 9, 2012).

Amended and Restated Loan Proceeds Note, datedsA6gR012, issued by Level 3 Communications, LLC
to Level 3 Financing, Inc. (Incorporated by refaemno Exhibit 10.2 to the Registrant's Current Repo
Form 8-K, filed with the Securities and Exchanger@assion on August 9, 2012).

Amended and Restated Loan Proceeds Note, datedsA6gR012, issued by Level 3 Communications, LLC
to Level 3 Financing, Inc. (Incorporated by refaemno Exhibit 10.3 to the Registrant's Current Repo
Form 8-K, filed with the Securities and Exchanger@assion on August 9, 2012).

Statements Re Computation of Ratios.

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

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

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbare®xley Act of 2002.

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanr&3xley Act of 2002.
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101 The following materials from the Quarterly Repontiorm 10-Q of Level 3 Communications, Inc. for the
quarter ended September 30, 2012, formatted in XBRtensible Business Reporting Language);
(i) Consolidated Statements of Operations, (ii) S@didated Statements of Comprehensive Loss, (iii)
Supplementary Stockholders' Equity Information) @onsolidated Balance Sheets, (v) Consolidated
Statements of Cash flows and (vi) Notes to Conatdid Financial Statementst.

T Pursuant to Rule 406T of Regulation S-T, therltve Data Files on Exhibit 101 hereto are deenwdiled or part of a registration
statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendesidaemed not filed for purposes of
Section 18 of the Securities and Exchange Act 8418s amended, and otherwise are not subjecthiity under those sections.
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SIGNATURES

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

LEVEL 3 COMMUNICATIONS, INC.

Dated: November 8, 2012 /sl Eric J. Mortensen
Eric J. Mortensen
Senior Vice President, Controller and Priatifaccounting Officer
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STATEMENTS RE COMPUTATION OF RATIOS

Exhibit 12

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNIN& TO FIXED CHARGES

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
(unaudited)

Nine Months Ended September

30,

Fiscal Year Ended

(In millions) 2012 2011 2011 2010 2009 2008 2007
Loss from Continuing Operations

Before Taxes $ (33) $ (556) $ (786) $ (7112 $ (627 $ (312 $ (1.169)
Interest on Debt, Net of Capitalized

Interest 55¢ 49t 71€ 58€ 59t 57C 60¢
Amortization of Capitalized Interest — — — — — 48 68
Portion of rents deemed representative

of the interest factor (1/3) 76 52 77 69 68 68 63
(Losses) Earnings Available for Fixe

Charges 302 $ 9 $ 7 % 57 $ 40 $ 374 $ (427)
Interest on Debt 55¢ 49t 71€ 58¢ 59¢ 57C 60¢
Preferred Dividends — — — — — — —
Interest Expense Portion of Rental

Expense 76 52 77 69 68 68 63
Total Fixed Charges $ 634 $ 547 $ 792 % 65 $ 66: $ 63 $ 672
Ratio of Earnings to Fixed Charges — — — — — — —
Deficiency $ (33) $ (55€) $ (7860 $ (712) $ (629 $ (2649 $ (1,099




Exhibit 31.1

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

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

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

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainirsgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. Designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpeared;

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

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

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

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the
equivalent functions):

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

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

Date: November 8, 2012

/s/ James Q. Crowe
James Q. Crowe
Chief Executive Officer

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




Exhibit 31.2
CERTIFICATIONS*
[, Sunit S. Patel, certify that:
1. I have reviewed this Form 1Q-of Level 3 Communications, In

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

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all
material respects the financial condition, resafteperations and cash flows of the registrantfaaral for, the periods presentec
this report;

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintginiisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. Designed such disclosure controls and procedaresgused such disclosure controls and procedares tlesigned under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingmared;

b. Designed such internal control over finanagglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataoce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cousydlis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegint’s internal control over financial reportithgat occurred during the
registrant’s most recent fiscal quarter (the regists 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 finaiceporting; and

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

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

b. Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrarst’
internal control over financial reporting.

Date: November 8, 2012

/s/ Sunit S. Patel
Sunit S. Patel
Chief Financial 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 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Form 10-Q of Level 3 Comnuations, Inc. (the “Company”) for the three andenmonths ended September 30, 2012
as filed with the Securities and Exchange Commissinthe date hereof (the “Report”), I, James @wey, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to 8 906 of the Sarbanes-Oxley®2002, that:

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

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

/sl James Q. Crowe
James Q. Crowe

Chief Executive Officer
November 8, 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-Q of Level 3 Comnuations, Inc. (the “Company”) for the three andenmonths ended September 30, 2012
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Sunit SteRaChief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to 8 906 of the Sarbanes-Oxley®2002, that:

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

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

/s/ Sunit S. Patel
Sunit S. Patel

Chief Financial Officer
November 8, 2012




