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LEVEL 3 COMMUNICATIONS INC

FORM 8-K

(Unscheduled Material Events)

Filed 9/22/2003 For Period Ending 9/22/2003

Address 1025 ELDORADO BOULEVARD BLDG 2000
BROOMFIELD, Colorado 80021
Telephone 720-888-1000
CIK 0000794323
Industry Communications Services
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF 1934
Date of Report (Date of earliest event reportedpt&mber 22, 2003

L evel 3 Communications, Inc.

(Exact name of Registrant as specified in its @nart

Del awar e 47-0210602
(State or other jurisdiction of (I.R S. Enployer
incorporation or organization) Identification No.)
1025 El dorado Bl vd., Broonfield, Colorado 80021
(Address of principal executive offices) (Zip code)

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

Not applicable
(Former name and former address, if changed sastedport



Item 5. Other Events and Regulation FD Disclosure

On September 22, 2003, the Level 3 Communicatimes,(the "Company") issued a press release reglatirma proposed private offering of
Senior Notes due 2011 by its first tier, wholly adnsubsidiary Level 3 Financing, Inc., which Semaotes will be guaranteed by the
Company. This press release is filed as Exhibit @this Current Report and incorporated by refeeeas if set forth in full.

Item 7. Financial Statements and Exhibits

(a) Financial Statements of business acquired

None

(b) Pro forma financial information

None

(c) Exhibits

99.1 Press Release dated September 22, 2003ngeiatproposed offering of Senior Notes due 2011
99.2 Press Release dated September 22, 2003pgeti@atihird quarter 2003 and full year 2003 guidanc
Item 9. Regulation FD Disclosure

On September 22, 2003, the Company issued a mlesse relating to financial guidance for the tlojuérter 2003 and the full year 2003.
This press release is included as Exhibit 99.2i®Gurrent Report and incorporated by referendéset forth in full. The furnishing of this
information shall not be deemed an admission disganateriality of the information included in ti@sirrent Report. This information is not
filed but is furnished pursuant to Regulation |



SIGNATURES

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

Level 3 Communications, Inc.

Sept enber 22, 2003 By: /sl Neil J. Eckstein
Dat e Nei |l J. Eckstein, Senior Vice President



Exhibit 99.1

[1L002g50}EIdorado Boulevard Broomfield, Colorado 8002dw.Level3.com
NEWSRELEASE
Level 3 contacts:
Medi a: Josh Howel | I nvestors: Robin G ey
720/ 888- 2517 720/ 888- 2518

Paul Lonnegren
720/ 888- 6099

Level 3 Announces Offering of $500 Million of Senidotes

BROOMFIELD, Colo., Sept 22, 2003 -- Level 3 Comnuations, Inc. (Nasdaq:LVLT) today announced thasitbsidiary, Level 3
Financing, Inc., plans to raise $500 million agagtegprincipal amount of Senior Notes due 2011 pnogposed private offering to "qualified
institutional buyers" as defined in Rule 144A unther Securities Act of 1933 and outside the Un8&ates under Regulation S under the
Securities Act of 1933.

The senior notes will not be registered under theuities Act of 1933 cany state securities laws and, unless so registeagdhot be offere
or sold except pursuant to an applicable exemtmmn the registration requirements of the Secigifiet of 1933 and applicable state
securities laws.

The company intends to use the net proceeds obtfegng, along with cash on hand, to repay atstanding purchase money indebtedness
borrowed under the company's senior secured daaility. The outstanding purchase money indebtediie be repaid equals approximately
$1.125 hillion. As a result, when the offering ampleted, the senior secured credit facility wéltiepaid in full and terminated. The offering
is expected to be completed during the first wefeRaober, 2003, subject to customary closing coias.

About Level 3 Communications
Level 3 (Nasdag:LVLT) is an international commuticas and information services company. The compmogrates one of the largest
Internet backbones in the world, is one of thedatgroviders of wholesale c-up service to ISP



in North America and is the primary provider ofdmet connectivity for millions of broadband suliisers, through its cable and DSL
partners. The company offers a wide range of conications services over its 22,500 mile broadbaberfoptic network including Internet
Protocol (IP) services, broadband transport, colooaservices, Genuity managed services, and patedwftswitch-based managed modem
and voice services. Its Web address is www.Levei.c

The company offers information services througlsitssidiaries, (i)Structure and Software Spectifeon.additional information, visit their
respective web sites at www.softwarespectrum.caorm vavw.i-structure.com.

Forward Looking Statement

Some of the statements made by Level 3 in thissmedease are forward-looking in nature. Actualitssmay differ materially from those
projected in forward-looking statements. Level Bewes that its primary risk factors include, brg aot limited to: changes in the overall
economy relating to, among other things, the Sepégrhl attacks and subsequent events, the chadlefigategration, substantial capital
requirements; development of effective internakpsses and systems; the ability to attract anthreigh quality employees; technology; the
number and size of competitors in its markets; dad regulatory policy; and the mix of products aedvices offered in the company's target
markets. Additional information concerning thesd ather important factors can be found within Le¥slfilings with the Securities and
Exchange Commission. Statements in this releasgidbe evaluated in light of these important fast
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NEWSRELEASE
Level 3 contacts:

Medi a: Josh Howel | I nvestors: Robi n Grey
720/ 888- 2517 720/ 888- 2518

Paul Lonnegren
720/ 888- 6099

Level 3 Updates Third Quarter Projections in Confion with Senior Note Offering
Company Reaffirms Full Year 2003 Projections

BROOMFIELD, Colo., September 22, 2003 -- Level r@ounications, Inc. (Nasdaqg:LVLT) today announceat th conjunction with a
private offering of senior notes by one of its sdiagies, the company is updating its projectiomsthe third quarter and reaffirming full year
2003 projections, both of which have been adjukiediscontinued operations.

"As we have said in the past, there continues tedomomic weakness in the telecommunications sés@aid James Crowe, CEO of Level 3.
"As a result, top-line growth and visibility remaihallenging. However, we have confidence in odlitgto project and deliver improving
cash flows from our business."

"For the communications business, we are updatimgtord quarter and full year projections to refléhe previously announced sale of
Midwest Fiber Optic Network (MFON), which was acad in connection with the Genuity acquisition,lds8unit Patel, CFO of Level 3.
"We also anticipate slightly lower than projectegti@nue in our communications business for the tratrter due to lower than expected
usage in our softswitch and IP businesses. Atdaheegime, we are increasing our third quarter Clifesed EBITDA projection from $97
million, adjusted for discontinued operatio



to $97 million-$102 million based on our cost magragnt initiatives. Additionally, we are loweringrahird quarter capital expenditures
projection."

"We are lowering our information services reventmgztion for the third quarter versus the projaes that had been previously issued on
July 24, 2003," said Patel. "This is a result afiidnal contract renewals falling under agencyetyipensing programs that we have
previously discussed, as well as softer salesdrittind quarter.”

Adj usted Third Third Quarter
Quarter Projections Proj ections |ssued
Metric July 24, 2003
($in millions)
Conmuni cations Services Revenue
(excluding Termi nation and Settlenent Revenue) (1) $372 - $382 $390
Reci procal Conpensation $26 $25
Term nation and Settl enent Revenue $7 $5
Communi cati ons Revenue $405- $415 $420
I nformation Services Revenue $440- $465 $490
O her Revenue $20 $20
Consol i dat ed Revenue $865- $900 $930
Consol i dat ed EBI TDA (2) $97 -$102 $100
Capi tal Expenditures $60 $70
Communi cations Gross Margin 76% 78% 76% 78%

(1) Includes a reduction of $5 million for saleMFON and a decrease for lower than expected usagnue.
(2) Includes a reduction of $3 million for the safeMFON and a potential increase for better thgpeeted operating performance.

Adjusted for the discontinued MFON operations, wahidll impact full year revenue projections by $hdllion and Consolidated EBITDA b
$10 million, Level 3 is reaffirming its full yeail0R3 projections that were issued on July 24, 2003.

The company continues to expect to turn consoldle cash flow positive during the second quaztf4.

About Level 3 Communications

Level 3 (Nasdag:LVLT) is an international commuticas and information services company. The compaerates one of the largest
Internet backbones in the world, is one of thedatgroviders of wholesale dial-up service to IBPdorth America and is the primary
provider of Internet connectivity for millions ofdadband subscribers, through its cable and DSin@ear. The company offers a wide range
of communications services over its 22,500 milealdlmand fiber optic network including Internet Paatio(IP) services, broadband transport,
colocation services, Genuity managed services



patented Softswitch-based managed modem and waicieess. Its Web address is www.Level3.com.

The company offers information services throughsitesidiaries, (i)Structure and Software Spectifson.additional information, visit their
respective web sites at www.softwarespectrum.caom yvavw.i-structure.com.

The Level 3 logo is a registered service mark ofdl@ Communications, Inc. in the United States/andther countries.

Forward Looking Statement

Some of the statements made by Level 3 in thissmedease are forward-looking in nature. Actualitsamay differ materially from those
projected in forward-looking statements. Level Bewes that its primary risk factors include, brg aot limited to: changes in the overall
economy relating to, among other things, the Sepégrhl attacks and subsequent events, the chadlefigategration, substantial capital
requirements; development of effective internakpsses and systems; the ability to attract andhreigh quality employees; technology; the
number and size of competitors in its markets; dad regulatory policy; and the mix of products aedvices offered in the company's target
markets. Additional information concerning thesd ather important factors can be found within Le¥slfilings with the Securities and
Exchange Commission. Statements in this releasgidbe evaluated in light of these important fast



Schedule to Reconcile non-GAAP Financial Metrics

Pursuant to Regulation G, the company is herebyigirg a reconciliation of non-GAAP financial messito the most directly comparable
GAAP measure.

The company provides projections that include n@AB metrics that the company deems relevant to gemant and investors. These non-
GAAP metrics are EBITDA, consolidated Adjusted EBI, communications gross margin, communicationsTHBA margin, unlevered
cash flow and consolidated free cash flow. Theofeihg reconciliation of these non-GAAP financialtnies to GAAP includes forward-
looking statements with respect to the informataentified as a projection. Level 3 has made a remalb assumptions in preparing our
projections, including assumptions as to the coreptsof financial metrics. These assumptions, gioly dollar amounts of the various
components that comprise a financial metric, mayay not prove to be correct. We caution you thasé forward-looking statements are
only predictions, which are subject to risks andartainties including technological uncertaintygincial variations, changes in the regula
environment, industry growth and trend predictidPliease see the company's Annual Report on ForkfAQt for a description of these ris
and uncertainties.

In order to provide projections with respect to +@AAP measures, we are required to indicate a rémmg@AAP measures that are
components of the reconciliation of the non-GAARniceThe provision of these ranges is in ho waymdo indicate that the company is
explicitly or implicitly providing projections ornbse GAAP components of the reconciliation. In otdaeconcile the non-GAAP financial
metric to GAAP, the company has to use ranges®GAAP components that arithmetically add up tsortbnGAAP financial metric. Whili
the company feels reasonably comfortable abouptbjections for its noiGAAP financial metrics, it fully expects that thenges used for tt
GAAP components will vary from actual results. Wil sonsider our projections of non-GAAP financraktrics to be accurate if the specific
non-GAAP metric is met or exceeded, even if the ®Amponents of the reconciliation are differeatrfthose provided in an earlier
reconciliation.

Communications Gross Margin ($) is defined as comations revenue less communications cost of newérom the consolidated
condensed statements of operations.

Cost of Revenue for the communications businedsdes leased capacity, right-of-way costs, accleasges and other third party circuit
costs directly attributable to the network, as vaslicosts of assets sold pursuant to sales-typedea

Communications Gross Margin (%) is defined as cominations gross margin ($) divided by communicaiogvenue. Management believes
that communications gross margin is a relevantimggirprovide to investors, as it is a metric thetnagement uses to measure the margin
available to the company after it pays third paegwork services costs; in essence, a measure @ffficiency of the company's network.

EBITDA is defined by Level 3 as net income/(logenf the consolidated condensed statements of apasatess income/(loss) from
discontinued operations, less cumulative effeath@inge in accounting principle, less interest inepl@ss interest expense, less other
income/expense, less depreciation and amortizatipense and less r-cash compensation exper



included within selling, general and administratexpense on the consolidated condensed statenfeserations, and after reduction of
operating expenses by the non-cash portion ofuestting and impairment charges.

Communications EBITDA Margin is defined as commattizns EBITDA divided by communications revenue.

EBITDA is not a measurement under accounting ppiesi generally accepted in the United States andrmogbe similar to EBITDA
measures of other companies. Management belieseEBITDA and EBITDA margin are relevant metricgpimvide to investors, as they ¢
indicators of operating performance, especiallg Tapital-intensive industry such as telecommuiunat since it excludes items that are not
directly attributable to ongoing business operatidrhe company excludes non-cash compensatiorodtgeadoption of the expense
recognition provisions of SFAS No. 123.

Projected Consolidated EBITDA
Three Months Ended September 30, 2003
(% in millions)

Range
Low Hi gh
Net Income (Loss) T U seny ($302)
(Income) Loss from Discontinued Gperations T
Qher (Income)/Expense s1s7 $157
Depreciation and Amortization Expense 7 s225 $225
Non-cash Compensation Expense s25 $25
Non-cash Restructuring and Impairment o
BITOA so7 s102

Unlevered Cash Flow is defined as net cash proviye@ised in) operating activities less capitalenditures offset by release of capital
expenditure accruals, and adding back cash intpedst less interest income all as disclosed irctiresolidated condensed statements of cash
flows or the consolidated condensed statementpafations. Management believes that unleveredft@stis a relevant metric to provide to
investors, as it is an indicator of the operati@iedngth and performance of the company and, tower, provides management and investors
with a sense of the growth pattern of the business.

Consolidated Free Cash Flow is defined as netpashided by (used in) operating activities lessitejexpenditures offset by release of
capital expenditure accruals as disclosed in timsaaated condensed statements of cash flows. ¢ésmant believes that consolidated free
cash flow is a relevant metric to provide to ineest as it is an indicator of the company's abtlitgenerate cash to service its debt.
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