EDGAROnline

LEVEL 3 COMMUNICATIONS INC

FORM 8-K

(Current report filing)

Filed 02/05/01 for the Period Ending 01/29/01

Address 1025 ELDORADO BOULEVARD
BLDG 2000
BROOMFIELD, CO 80021
Telephone 7208881000
CIK 0000794323
Symbol LVLT
SIC Code 4813 - Telephone Communications, Except Radiotelephone
Industry Communications Services
Sector  Services
Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

LEVEL 3 COMMUNICATIONS INC

FORM 8-K

(Unscheduled Material Events)

Filed 2/5/2001 For Period Ending 1/29/2001

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



SECURITIES AND EXCHANGE COMMISSION
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CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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Level 3 Communications, Inc.
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Item 5. Other Events

On January 29, 2001, the registrant held a conferentitled "Silicon Economics IIl: Breaking Awayh& Wins + Who Loses + And Why."
Attached to this filing as Exhibit 99.1 are thadeb presented at that conference. Exhibit 99.&rsly incorporated herein by reference as if
set forth in full herein. Attached to this filing &xhibit 99.2 is the press release that the magisitssued in connection with the conference on
January 29, 2001. Exhibit 99.2 is hereby incorpatdty reference as if set forth in full herein.

Item 7. Financial Statements and Exhibits

(a) Financial Statements of business acquired

None

(b) Pro forma financial information

None

(c) Exhibits

99.1 Slides presented at "Silicon Economics lled@dng Away Who Wins + Who Loses + And Why" by thgistrant on January 29, 2001.

99.2 Press Release dated January 29, 2001 refatBiicon Economics llI: Breaking Away Who Winswho Loses + And Wh



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.on its Bddyathe undersigned, thereunto duly authorized.

Level 3 Communications, Inc.

January 31, 2001 By: /sl Neil J. Eckstein
Dat e Neil J. Eckstein, Vice President
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Forward Looking Statements

The presentations made at Silicon Economics ligaBmg Away + Who Wins + Who Loses and Why, botl and written, contain forward-
looking statements within the meaning of the Pev@ecurities Litigation Reform Act of 1995. Theeseafard-looking statements include,
among others, statements concerning:

anticipated trends in the market for communicatieswvices; the elasticity of demand for commun@aiservices; the anticipated reduction
in the cost to provide communications over an thmelogy based network; the anticipated Level Bretogy platform; price-performance
and cost advantages of IP technology based produadtservices; the sources and levels of demantbfomunications services including
colocation services; estimates of the growth adrimét access markets; market share estimatesagssirof product rollout dates; expectations
to disruptively price products and services; futteeenues, monthly recurring revenues, revenue setgnbacklog; gross margin percenta
selling general and administrative expenses asapige of revenues, capital requirements andsle¥eapital expenditures; expectation:
to funding the company's capital requirements; @heér statements of expectations, beliefs, futlaagand strategies, anticipated
developments and other matters that are not hisidicts.

The forward-looking statements are based on managesibeliefs as well as on a number of assumptionserning future events.
Participants at the conference and readers of theserials are cautioned not to put undue reliamcthese forward looking statements, wt
are not a guarantee of performance and are subjeatumber of uncertainties and other factors,ynwdnvhich are outside the company's
control, that could cause actual events or resultiffer materially from those expressed or imgl®y the statements. The most important
factors that could prevent the company from achigiis stated goals include, but are not limitedadure by the company to: achieve and
sustain profitability based on the operation ofltegel 3 Network; overcome significant early opergtiosses; overcome difficulties in
migrating customer traffic from leased faciliti@sdwned facilities, produce sufficient capital tmél the company's business plan; develop
financial and management controls, as well as madit controls of operating expenses as well asrathsts; attract and retain qualified
management and other personnel; and develop ardrrept effective internal processes and systemgrfmressing customer orders and
provisioning. For a discussion of certain of thiswors, please see the Company's Current Repdtoon 8K/A filed with the Securities an
Exchange Commission on November 9, 1999.

The materials presented at the Silicon Economic8tkaking Away + Who Wins + Who Loses and Whyluding materials contained in
this binder, are copyrighted by Level 3 Communiaagi Inc. Copyright (¢) Level 3 Communications,.|B601
- All Rights Reserve:



Overview

Jim Crowe
Chief Executive Office



Information Technologies Have Improved At Very Bifént Rates

n Computing and information storage have improwagubaentially

n Until recently communications has improved vdopdy n Central planning of key communication teolugies has stifled innovation
n The advent of market-based technical developimamnthanged communication from a utility to a tetbgy business

- IP technology
- Optical technology

[Graph: Line graph showing price improvements Wo#torical and projection to 202



The Shift From Utility to Technology Model Has Sificant Implications For The Communications Indystr
n Rapid technical change has significant impligaditor the relationship between supply and demand
n New information systems are required to depl@yright combination of rapidly changing network qmments

n Rapid technical change has significant impligaditor the structure of the communication indu



Technical Innovation and Capital Expenditure Leddse Significant Implications For Supply And Derdan
n Various studies have projected demand incredszg@ao 200x1 over the next three years

n Based on projected increases in fiber instaltattome analysts have predicted a bandwidth sargioglus
n These analyses do not account for capital expeedirequired to deploy required opto-electronics

(1) Nortel: "Bandwidth, Boom or Glut?", RHIC, Mong&tanley Dean Witter, McKinsey, JP Morc



Currently Funded Sources Of Bandwidth Services Bupp

2 3 4 5 6 7 % 2000
1 Lit Capacity Pl anned  Capacity Capex Estimated Capex Years

Company Fibers (Gbls) F iber (Gbls) To Light 2000 Capex to Total to Light
360Networks 1 320 35 56,000 $31,360 $795 2.5% 39
AT&T 9 2,880 26 41,600 23,296 2,532 10.9% 9
Sprint 5 1,600 15 24,000 13,440 1,646 12.2% 8
WorldCom 6 1,920 18 28,800 16,128 2,165 13.4% 7
Qwest 4 1,280 44 70,400 39,424 1,530 3.9% 25
Global Crossing 6 1,920 20 28,800 16,128 668 4.1% 24
GTE (Genuity) 2 640 22 35,200 19,712 480 2.4% 41
Williams 2 640 118 188,800 105,728 854 0.8% 123
IXC (Broadwing) 4 1,280 92 147,200 82,432 105 0.1% 785
Level 3 (Internal) 2 640 10 12,800 7,168 2,600 36.3% 3
Level 3 (Dark
Fiber) n/a 170 272,000 153,320 n/a n/a n/a n/a
Total 13,120 570 905,600 $507,136 $13,375
Normalized 1 69

(1) Assumed planned fibers lit at 32 wavelengthklaGb/s

(2) Assumed planned fibers lit at 160 wavelengthaGb/s

(3) At $28 per Gb/s per mile. Assume average r@at600 mi network
(4) Level 3 estimates based on public disclos



Conclusion
n Prediction of a bandwidth services surplus docoosider cost to light planned fiber installation
n The current shortage of bandwidth services atie price is likely to continue
n Much of existing planned fiber will never be lit

- Newer generations of fiber will obsolete olderealogy



Level 3 Has Built the Only Multi-Conduit ContinudydJpgradeable Network
n Level 3's network is designed to leverage rapiceperformance improvements surpassing Moorels La
n Implications for business model are:

-Higher absolute capital requirements -Shortenet@uwic lives of assets
-Rapidly decreasing unit costs and prices -Rapidiyeasing unit demand
-Higher cash flows and profits

[Graphic: 11 empty conduits and one additional citnith fiber installed]



Managing A Continuously Upgradeable Network Recuikealysis of Complex Trade-Offs
Dropping prices -> lowers per unit revenue -> laises demand more than enough to compensate.
Pulling less fiber -> increases reliance on expanslectronics -> but provides greater upgradegbili

Establishing more channels per fil-> increases capaci-> but decreases maximum spacing of network eleicsc



Analysis Of Trade-Offs Requires Advanced Mathenat@ptimization Techniques

n Traditional approaches of cost minimization asfjyrmaximization replaced by maximization of NPV
n Both market conditions and technology are ungerta

n Demand is highly price elastic

n Result is large, stochastic, non-linear optimdraproblem

n Level 3 has developed an optimization model dafeject Ma>



Since 1997, Level 3 Has Been Improving Project Max
n Project Max factors variables into non-linearxed integer optimization model

-Optimal price for each city pair and product -Dehdorecasting based on price elasticity -Netwakign based on optimal topology and
electronics configuration -Network implementaticasbd on optimal timing of capacity installation

n Model provides insight into

-Long term conduit requirements

-Trade-offs between use of fiber and use of opt®APhasing of new technology

-Useful life of assets

-Importance of rapidly decreasing unit price andeasing unit deman-Cash flows and profit margir



At Level 3 Optimization Is An Enterprise-Wide Contgecy
n World class staff with backgrounds in operaticgsearch, computer science and economics
n Experienced in

- Stochastic optimization

- Non-linear and combinational optimization
- Pricing and revenue management

- E-commerce applications

- Internet engineering

- Simulation

n Team continually improves Project Max and develowdels and processes for forecasting, netwoilgmlgsricing and service delive



Level 3 Has Developed A Simp
"Mini Max" Model To lllustra
Implications Of Project

NPV optimized discounted cash flow model
Unit price and unit demand are related by
Model will be available at www.Level3.com

lified
te The
Max

elasticity of demand function



Representation Input to Min

General Input

Initial Demand

Initial Price

Annual Price Reduction
Discount Rate
Elasticity

Capital Expenses

Initial Capex Per Incremental Unit
Annual Capex Compression Rate
Initial Infrastructure Cost

Operating Expenses

Initial Activation Cost Per Incremental Unit
Initial Support Cost Per Cumulative Unit
Fixed Annual Cost

Revenue Dependent Opex Cost

Network Expenses
Initial Network Expense Per Incremental Unit
Annual Opex and NetEx Compression Rate

i Max

$8,500,000
$200
Variable
15%
1.0t0 4.0

$190
30%
$10,000,000,000

$45

$25
$315,000,000

18%

$80
30%



Mini Max lllustrates The Dramat ic Effect
Of Unit Price Decrease and Elas ticity Of
Demand On Value Creatio n

[graph depicting Annual Price Reduction Rate resoftMini Max model with inputs on prior slides Wwitogarithmic Net Present Value scale
on the Y axis and Elasticity on the X ax



Implications Of Project Max Are lllustrated By Thini Max Model
n At estimated communications demand elasticitigepreductions are key to maximizing value
n Financial implications are significant

- Rapid unit price and unit cost decreases
- Rapid unit demand increases

- Higher absolute capital levels

- Shorter asset lives

- Higher margins and profits

n Operational implications are significant

- Internal systems must scale at unprecedentesl rate
- External supply chains must scale at unprecedeates



The Mini Max Model Is lllustrative Only

Single capex price performance improvement rate

- Networks are composed of thousands of di fferent elements
Single elasticity of demand

- Elasticity may vary over products, geogr aphy and time

No competition is modeled

No growth constraints are considered
Internal systems

External supply chain



The Communications Industr yls
Visibly Moving To A Disaggr egated
Supply Chain Model
n Technology industries are characterized by horizontal integration

n Many communications companies are visibly disaggregating



"When a horizontal business model
meets a vertical business m odel,
horizontal wins every tim e.

John Chambers President and CEO Cisco Systems, Inc.



The Disaggregated Communica tions

Supply Chain
Supply Chain Example
Customers Businesses, Consumers
Service Providers Portals, ASPs, ISPs, Hosting
Network Providers Level 3, DSL, Cable Modem
Equipment Providers DWDM, SONET, Ethernet

Component Providers Fiber, Optical, ASICs



Summary

n Rapid technical innovation and resultant Capexirements will limit supply

n New systems are required to manage the intadoe$dtip between thousands of rapidly changing netwetements, product pricing and
escalating demand

n Level 3 has developed unigue expertise in comaatioins optimization systems
n The communications industry is visibly shiftinga a disaggregated supply chain

n Level 3 is positioned to benefit from this sl



The Level 3 Network

Kevin O'Hara
President
and Chief Operating Office



Key Components of the Level 3 Network

[graphics depicting Gateways, Metro Networks, lcitgrNetworks, IP Network and Softswitch Netwo



Colocation Gateway Facilities
n 50,000 to 600,000 sq. ft.
n Multiple, local and intercity network connections
n High level of physical and network security
n Level 3 has more colocation facilities than attyeo network services provider
n 63 Gateways

[graphic showing artists rendition of Gateway layawt drawn to scale



Level 3 Is A Broadband Backbone Service Provider
n Access networks support specific service aredsannects directly to customers
n Backbone networks connect traffic aggregatiomtsofTAPS) n Backbone networks can have metro rateddity components

[graphic depicting Level 3 metro network connectiog local access networks which in turn is cotetbto the Level 3 intercity networ



5 3333535353535

Level 3 Metro Networks

Connects traffic aggregation points
Colocation sites

ILEC COs

Third party hosting sites

Carrier hotels

Upgradeable multiple conduit system
15,000 conduit miles

440,000 fiber miles

IP and Ethernet optimized



Traffic Aggregation Points Are A
Key To Level 3's Metro Str ategy

Level 3 metro networks connect traffic agg regation points (TAPS)
Carrier hotels and data centers

3rd party colocation facilities

ILEC and CLEC central offices

TAPs extend Level 's service to many acces S networks

5 35353535

[graphic showing bar graph with Number of TAPs ba Y axis and ILEC Cos, Data Center POPs, etcje&teal 2001 Adds and Year End
2001 Total on the X Axis



5 53333533535

The Level 3 Intercity Net

16,000 mile multi-conduit US intercity net
4,750 mile multi-conduit European intercit
Connects key European markets

Submarine facilities

Transatlantic cable complete

North Asian cable under construction
Ownership positions in AC-1, TAT-14 and Ja
Connects 280 cities

work

work
y network

pan-US cables



The Level 's Multi-Conduit
Ensures A Long-Term, Low Cost

n Utilize new fiber generations when unit co
n Enables opportunistic sale of dark fiber a
n Level 3 has the only US and European multi

[graphic depicting multi-conduit network design]

Design
Position

st is lower
nd related services
-conduit networks
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Multiple Conduits Are Only O
Of An Upgradeable Network D

The right number of each generation of fib
The right number of wavelengths of light i
The right bit rate for each wavelength

The optimum optical amplifier site spacing
The optimum electrical regenerator site sp
Optimally scheduled to new network topolog
Optimally scheduled migration to new techn
Accommodation of unforeseen, disruptive te

ne Part
esign

er in each conduit
n each fiber

acing

ies

ologies
chnologies



Migration From ATM To

Multi Protocol Label Switchin g (MPLS)
n MPLS is an extension of IP
n MPLS provides Quality of Service capabilit y similar to ATM
n MPLS enabled routers are commercially avai lable
n Level 3 is broadly deploying MPLS routers
n Elimination of ATM provides substantial co st savings

[graphic showing (in order from bottom to top) fib&/DM, SONET, ATM and IP moving toward fiber, WDNMONET and IP w/ MPLS



Migration from SONET to Ethernet
n Enterprise and residential traffic is rapidly naing to IP over Ethernet
n Subsequent encoding and decoding to and from A¥& SONET is cost inefficient
n Ethernet components are less expensive thamatitezs
n Ethernet is cost effective in the metro areayoda

[graphic showing (in order from bottom to top) fib&/DM, SONET, ATM and IP moving toward fiber, WDMEthernet and IP w/ MPL¢



Migration From SONET Ring To Mesh Protection

n Ring architectures require 50% of capacity todserved in case of failure

n Mesh architectures require approximately 33%apfacity to be reserved for similar protection lsvel
n While not broadly cost effective today, mesh gctibn is rapidly improving

n Optical switching is a key enabling technology

[graphic showing Ring Protection and Mesh Protectiesigns



Migration From SONET To Opt ically
Switched Protection

n Key enabler of cost effective optical mesh protection

n Enables wavelength on demand services

n Operating support systems are key to rapid revenue scaling
n Level 3's ON TAP system is key component

[graphic showing (in order from bottom to top) fib&/DM, SONET, ATM and IP moving toward fiber, WDWith optical switching, thin
SONET and IP w/ MPLS]

Note: Thin SONET required for interface to legaggtems
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Level 's Near Term (200
Technology Platform

Ethernet in metro transport

MPLS routing and provisioning in core netw
Mesh technology in express routes
Automated network inventory

Automated network provisioning

1

ork



5 35335

Level 3's Mid Term (2002-2
Technology Platform

Ethernet technology throughout network
End to end optical switching

End to end MPLS driven routing

End to end cost effective mesh protection

003)



Caveat

Unexpected Technology Innovati ons Will
Disrupt Predicted Trend s
n Dispersion managed fiber
n Perfect mirror technology
n Photonic crystal technology

(It's good to have an upgradeable network)



Summary

n Level 3 has more colocation gateways than any other carrier
n Level 3 has the only next generation metro and intercity global network

n Level 3's network is uniquely designed to accomat® new, more cost effective technolo¢



Wendell Weeks Presentation

[At the conference, Mr. Wendell Weeks of Corningdrporated presented information regarding Corihiiegrporated's view on the
anticipated advancements of fiber optic technoldgythese slides represented Corning Incorporatesligs, they are not included in this
filing.]



Our Services Overview

Jim Crowe

Chief Executive Officer



Overview

Level 3 is focused on enabling communicati
Level 3 has the industry's most complete s

Colocation gateway services
Softswitch services
Transport services

+ IP service

+ Transport service

Level 3 sales productivity is rapidly grow

ons intensive companies
et of services

ing



Product Positioning

Product Positioning
Colocation Services Enables other produc
Softswitch Services Addresses today's vo

Transport Services Key strategic servic

ts
ice markets with IP economics

es



Sales Productivity Is Rapidly | ncreasing

[chart showing Monthly Sales per Rep in dollargtos Y axis with points 0, 20, 40, 60 and 80 andgna 1Q99 (between 0 and 20), 2Q99
(between 20 and 40), 3Q99 (between 20 and 40), &@89een 40 and 60), 1Q00(between 40 and 60), 2i@60¢en 40 and 60), 3Q00
(between 60 and 80) and 4Q00 (between 60 and 8t)eoX axis]



Gateway Services

Carlos Lopez-Abadia
Senior Vice President
Global Gateway Service



Gateway Services

|X| Provides on ramp to the Level 3 network |X|dRased by
-ISPs

-ASPs

-Media Distributors

-Intelligent Content Distributors

-Storage Area Networks

-CLEC

-Carriers

[X] US market has been supply constrained durifg



Projected Supply And Demand
[X] 14.6 million sq. ft. shortage is expected bp4£0

Source: Demand - Salomon Smith Barney
Supply- Level 3 Estimate



Level 3 Has More Colocation Gateways Than Any Comications Provider

|X| Colocation is a key enabler of bandwidth sendales |X| Structural limitation will constrairpgly -Capital

-Metro Connectivity

-Power

[X| Level 3 has 63 facilities in 60 markets -mdrart any other communications provider Source: $fSilt...Will They Come?, August
2000; JP Morgan, European Alternative Carriersy 2000



Access To Capital Is Constraining Colocation Supply

|X| Colocation is capital intensive [X| Many comigarare downsizing initially announced builds |)p@al access may further reduce supply
over the next 18 to 24 months

[graph showing Indexed Bond Prices for Exodus, @ldbquinix and PSINet from 2/29/00 to 12/29/(



Metro Connectivity Differentiates

Colocation Providers

|X] Colocation customers often spend 25% to5 0% of operating expense on
bandwidth services

[X| Level 3's combined metro and intercity netwisrk strategic advantage

[graph showing Level 3 Metro/Intercity Relative fisport Cost as significantly lower than ILEC/Leadéxtworks]



Power Availability Is A Significant Constraint

[X| Over the next 3 years, average power densitiegxpected to grow from 20 watts per sq. ft.20-200 watts per sq. ft.
[X| Many facilities cannot support higher power siéas

|X| Power shortages may constrain supply

Note: Based on 100k gross square foot facility Seutevel 3 analysi



Level 3 Is Leveraging Third Party Colocation (TPK®) Increase Scale

[graph showing gross square feet on the Y axisLaveél 3 Space Controlled as of 12/31/00 at jusbwed.0 million, TPC Lit Space as of
12/31/00 at just less than 1.0 million, TPC SpacBrocess at just less than 1.0 million, Pote208I1 Partner space at just over 1.0 million
and Total at approximately 8.0 million]

Source: Level 3 actuals and projectis



Summary
[X| Level 3 has more colocation space and largapfet than any other communications company

[X] Supply is constrained

-Capital constraints

-Metro connectivity

-Power constraints

|X| Colocation Gateways are a key enabler to atbaiices -(3)CrossroadsSM
-Transport services

-Dark fiber sale!



Softswitch Services

Ike Elliott
Senior Vice President
Softswitch Enabled Servict



Softswitch Services Addres s The
Large $700 Billion Voice M arket
With IP Economics
n Circuit switched providers have shrinking revenue and poor economics
n Pure IP providers have smaller market toda y but good economics

[graphic showing % of Global Communications Revewith Voice Services at near 90+% and IP and Datai€es at significantly less]

Source: Company estime



Softswitch Services
Softswitch architecture enables rapid, long t
Services include

(3)ConnectSM Modem
(3)VoiceSM

erm cost and price reductions



(3)ConnectSM Modem

A Case Study In Silicon Economi



What Is (3)ConnectSM Mod

A fully outsourced dial-up Internet access
End to end managed solution for Internet S

Flexible pricing

Per port per month
Per hour

Available in US, Asia and Europe

em?

network
ervice Providers



The Modem Services Mark et

n The US modem dial-up market is expected to grow through 2005
n As prices drop rapidly, new services may e xtend life of modem market

- Bonding modems to achieve higher speeds
- Dial access to network attached devices

+ Appliances
+ Entertainment devices

n International markets are an expanding oppostunit

[graphic showing actual and projected growth inal &orts in millions from 1998 through 2005]

Source: Morgan Stanley Dean Witter 2000 Level 3nises



By 4Q02, Level 3 Expects To Be The Largest ModemviSes Provider
[graph showing projected market share growth fraawdl 3 through 2005]

Source: Level 3 estima



As (3)ConnectSM Modem Scales , Cost

Advantages Are Expected to | ncrease
n Over 6 billion minutes per month now carri ed
n Softswitch component price performance is rapidly improving
n Leverages common IP network shared with ot her data traffic
n Margins are strong and improving

[graphic showing the decrease in Indexed Costsavh@89 equals 100 over time for both Circuit Switdtdem Services and (3)Connect
Modem services]

Source: Morgan Stanley Dean Witter, 2(



Summary
n (3)ConnectSM Modem market share is expecte d to grow rapidly

n (3)ConnectSM Modem margins are strong

n (3)ConnectSM Modem demonstrates the leverageenhe Level 3's silicon economic moc



(3)VoiceSM Service

Addressing The Voice Market With IP Econom



(3)VoiceSM Is A Strategic Alternative To Circuit 8shed Service

n (3)VoiceSM is the industry's first commerciallyaélable Softswitch based voice service

n

=}

@)

Fully outsourced voice service

Long distance calling worldwide
Customer tools including online reporting

Flexible pricing, fixed charge, per gigabi
Sold to LD carriers, ISPs, ASPs and portal
IP voice market expected to grow 67%21 per

Source: Probe research

of usage
t or per minute

s
year through 2005



(3)VoiceSM Minutes Transport Costs
30% Less Than Circuit Switche d Voice

n (3)VoiceSM will cost 55% less by 2005

[graph showing costs per minute in US$ for botlc@irSwitched and (3)Voice



5 35 355

Summary

Softswitch services address the large voic
Level 3 is the only national provider of s
(3)ConnectSM Modem is a high volume, high
(3)VoiceSM is scaling rapidly

e market with IP economics
calable Softswitch services
margin service



IP And Optical Transpor
Services

Dan Caruso
Group Vice President
Optical & IP Services



IP And Transport Services Po
Service Customers
IP Services Communications Intensive Co's
Ethernet Transport Communications Intensive Co's
Private Line Communications Intensive Co's
Wavelengths Carriers, Communications Inten

Dark Fiber and
Related Services Carriers, Data CLECs

Conduit Carriers, Data CLECs

rtfolio
Positioning
Core
Core
Core
sive Co's Core

Opportunistic

Opportunistic



Conduit And Dark Fiber Sales An d Services
Are Opportunistic Sources Of Cashflow

[X| Level 3 is only source of continuous, natiooahduit and dark fiber |X| Level 3 is major suppbé&metro dark fiber to Ethernet based
CLECs |X| 50% of dark fiber related sales are cioo and other recurring revenue |X| To date L8Jwhs sold $4.1 billion3 of dark fiber
and related services

[Graphic 1: Pie chart showing Empty US Conduitsthvdevel 3 at 10 and Qwest at
1. Graphic 2: Pie Chart showing empty US ConduieBlivith Level 3 at 67%, Qwest at 10%, Williamd.3a% and other4 at 10%]

(1) Empty national, continuous conduits

(2) Percentage of empty conduit miles. See Appet@ompetitor Assessment”

(3) Through 4Q00

(4) Other regional and discontinuous national nek&oSee Appendix "Competitor Assessme



Level 3's Metro Facilities Are A Valuable Stratedisset

6.5 Million Sq. Ft. Colocation Facilities Connectto over 300 Traffic Aggregation Points 15,000dgliof Metro Conduit 440,000 Miles of
Metro Fiber

[X]| Metro facilities are key resources for Ethetneted CLECs
- Ethernet CLECSs (including Level 3) have substdmtost advantages

[X| Interconnection with Ethernet based CLECsI@ng term competitive advantage

|X| Metro facilities are key to IP services availigpand cost |X| Metro access is a key transpervice enabler |X| Metro capacity is supply
constrainec



Level 3 Core Transport Services Are The Most Coimg@nsive In The Industry

Wavelengths Private Line IP Service

Metro Intercity Metro Intercity Metro Inter C|ty

Level 3 v v v v y T T
360Networks v v ST T
AT&T v y y S
Broadwing v v T T
Global Crossing v v ST T
Qwest v v S —
Sprint v T T
Williams v v ST T
WorldCom v v v ST

Note: Checks indicated facilities based serviceraff



Core Transport Services Roadmap

[X| Expensive SONET based private lines are exgdoteiminish |X| IP/Ethernet metro (and perhapsriity) services are expected to
increase |X| Wavelength services are expectedspaaie dark fiber and SONET services

[graphic showing (in order from bottom to top) fibeavelengths, private line, Ethernet and IP w/l8Mnoving toward fiber, wavelengths,
Ethernet and IP w/
MPLS]



IP Services

[X| Dedicated Internet Access
[X| IP Over Ethernet Connectivity
- (3)CrossroadsS!



Level 3's Peering And Interconnection Network

[X| Level 3 is a recognized Tier 1 Internet bacldprovider |X| Level 3's metro networks provide lowst interconnection with its peers |X|

35 Ghps of global peering connectivity today
- 300% growth over previous six months |X| 400% dhoexpected over next 12 moni



Level 3 Is A Major Supplier To The Rapidly Growitig Transport Market

|X| Level 3 focuses on high speed IP access -O@d3C-12 today
-OC-48 in late 2001
[X] Available in US, Europe and Asia |X| Fixed ratel usage based billing options

[chart showing Total Internet Traffic in Gbps groggion the Y axis and 1998 to 2005 on the X axis]

Source: JP Morgan and McKins



(3)CrossroadsSM Is Level 3's IP Over Ethernet 8ervi

[graphic showing from left to right Global Interngoud connected to Level 3 IP Network cloud linked Level 3 Gateway with (3)
Crossroads service which Gateway is linked to adMAarty Colocation or Carrier Hotel using
(3)Crossroads service



(3)CrossroadsSM Has Scaled Rapidly Since Introdnocti

[X| Global product launch in second half of 200pU&verages Ethernet's superior price performaatie [X| Enables customers to manage
costs using destination sensitive billi



Destination Sensitive Billing Is A Major Feature (3)CrossroadsSM

Intra-City
[X| Exchange traffic with other Level 3 customenssame metropolitan network |X| Low price facitighty Level 3's metro networks and
colocation facilities

On-Net
[X| Exchange traffic with other Level 3 customensL@vel 3's global network |X| Low price enabledUsyel 3's global IP network

Off-Net
[X| Exchange traffic anywhere on the Internet |@yvlprice enabled by Level 3's settlement free pgeasigreement



(3)CrossroadsSM is Highly Scalable

[X| Enables rapid and highly automated servicevatitin | X| Infrastructure is shared across manyooasrs |X| Avoids need to provision a
private line for every customer activati



(3)CrossroadsSM Will Be Offered In Over 250 Locatidgslobally By Year End 2001

[Graphic showing bar graph with increasing # ofalii@ns through 4Q01



Level 3 Is Able To Price (3)CrossroadsSM Disrudiv&/hile Maintaining High Margins

[graph]



Level 3 Is Uniquely Positioned To Offer
(3)CrossroadsSM Services

[X] Conduit and fiber rich metropolitan infrastruiet required for service
|X| Focus on extending Level 3's network to thiagty colocation facilities and carrier hotels
[X| Large base of IP intensive customers in LevablBcation facilities is key advantage

|X] More colocation space than any other commuigicatcompan



Optical Transport Services
(3)GlobalSM Wavelength Service
(3)LinkSM Wavelength Services Is A New, Strategifeting

[X] (3)LinkSM is priced lower than other alternatv
- New construction
- Lighting of dark fiber

[Graphic: Cost of Incremental Capacity bar graptwmghg Cost to Light Dark Fiber, Construction Costig3)Link Wavelength Servict



Established Carriers Realize Synergies When Matc{8)LinkSM Wavelengths With Their Existing Netwark

[X| Shorter diverse routes reduce cost of proted¥ Additional physical routes enable higherizdition through meshing |X| Express layers
create low cost routes between top Internet markets

|X| Migration of traffic to (3)LinkSM Wavelengthstends useful life of existing networ



(3)LinkSM Service Attributes

[X] Monthly service or multi-year contracts |X| ustry leading pricing
- Committed annual price declines

|X| Standardized tiered discounts according tomelpurchases or take-or-pay commitments

[X| Service "portability" allows easy upgrades ighler speed services |X| Service activation timetabmmitmen



(3)LinkSM Enables Level 3 To Meet Strategic Objeesi
|X| Positions Level 3 as the market leader in ftiog innovative, low cost optical transport sergice
|X| Rapid scaling of market share and revenuegdt fmargins [X| Fully leverages Level 3's sustaimabimpetitive advantages

|X| Provides customers with a cost effective altéwe to building networks or lighting dark fib



IP And Transport Service Summary
|X| Completion of Level 3's optical network enaliesv IP and optical transport services
-(3)CrossroadsSM -(3)LinkSM |X| Level 3 is uniquelysitioned to scale market share and revenughtrhargins

-Industry leading colocation gateway space -Contbimetro and intercity facilities -Upgradeable teicahoperational and financial model -
ON TAP provisioning syster



Submarine Services

Jim Crowe
Chief Executive Office



ON TAP Video



Submarine Services Are A Key Cost Component Of L8i&eGlobal Network
[X] Undersea facilities are built or bought to e@erdow cost intercontinental connectivity
[X] Undersea capacity is matched to forecasts eélL& intercontinental requirements

[X| Level 3 avoids participation in standalone, ensgéa transmission services mal



Level 3 Avoids Participation In Standalone, Undar€drcuit Sales

[X| Cable construction and sales schedules are 8fte 4 years |X| Approximately 75% of cost muestrivested up front, before any upgrades
[X| Newer cables have several times more capac#girae cost as older cables

[X] Inventoried capacity is susceptible to pricenpetition from new cables with lower unit c



Level 3 Has Low Cost Transatlantic Capacity |X| l€aompleted in 4Q00
[X] Initially operates 320 gigabits (billion bitggr second |X| Upgradeable to 1.28 terabits ¢rnilbits) per second [X| Connects Level 3's US
and European networks |X| Th-fourths of capacity was presold |X| Additional azipathrough ownership in A-1 and TAT-14



Level 3 Is A Major Asia-Pacific Cable Owner

[X| North Asian cable under construction |X| Iiijimperates at 320 gigabits (billion bits) per ced
[X| Upgradeable to 2.5 terabits (trillion bits) @astern link and 3.8 terabits on western link

[X| Connects Hong Kong, Japan, Korea and Taiwarutiir Japan-US cable to US and Europe

[X] 50/50 partnership with FLAG Telecom |X| Ownépgbosition in Jape-US cable connects US and North Asian mar



Summary
[X| Submarine capacity is built or purchased ta@skbw cost intercontinental capacity

|X] Capacity is sized to meet Level 3 internakiiobntinental needs
- Excess is sold to partners |X| Level 3 avoidsdstlome merchant undersea mart



Our People

Doug Bradbury
Vice Chairmar



Level 3's First Priority Is To Attract And Keep TBest People In The Industry

Level 3's People |X| Entrepreneurial
[X| Customer focused
|X] High degree of technical expertise |X| Tak@oasibility for continuous learning |X| Prefer sess based compensation to entitlem



Level 3's Approach

Think Like Owners



Level 3's Approach

|X| Locate in the right place
[X| Provide the right work environment |X| Compéasa the right wa)



Compensation Plan

Salary 90 - 95% of competition
Bonus Up to 110% of competition for targeted per
Benefits Competitive and "market smart"
Long Term Ownership oriented
Shareworks
Outperform Stock Options

formance



Long Term Incentive Plans Have
Several Goals

|X]  Should align employee recruitment, retenti on and investor goals
|X]  Should tie reward directly to level of per formance

[X] Should have reasonable applicability over tand in various market conditions

[X] Non qualified stock options (NQSOs) have bdenttaditional answer
- Exercise price fixed at time of award
- Generally long (10 year) lif



NQSO's Have A Structural Problem
[X] NQSO performance is poorly related to compagrygsgmance versus other investments of similarsrisk
-Stockholders object when market is hot -Employsgect when market is depressed

[X] NQSO based employee incentives decrease intineevalue as a company matu



Level 3's Outperform Stock Option Program

[X| Grants equal in initial value to competitongigts of standard options |X| Four year life
[X| Granted on rolling quarterly basis |X| Strikicp indexed to S&P 500 |X| Value at exercise etpuaharket price minus strike price, times
multiplier



How Much Value is Awarded?
|X| The decision on what dollar value to awardieniical to NQSOs

|X] After the proper dollar value to be awardedeatermined, value of OSO is divided into award gatudetermine number of OSOs to be
granted

[X| Therefore OSOs grants are not worth more th@s@s; they are more highly leveraged based on ipeaface

[graph]



OSO Program Implementation Challenges
[X| GAAP accounting requires treatment as comp@nrsaikpense
|X] Proper implementation requires significant gffo ensure program fits individual company siimmt

[X| Unigueness of program means extensive edueatidfort for both potential and existing employ:



The Benefits of OSOs

|X| Better aligns shareholder and employee intefe4tProvides company with powerful recruitmerd agtention tool -Attracts performance
oriented employees

[X] Varying the multiplier criteria and relevantiex enables OSOs to adapt to different companyitonsl

[X| Quarterly awards adjust for changes in compastyare pric



The Level 3 Plan Is Working

[X| Hired executive team with proven record |X[r&dted 6,200 employee-owners |X| Recruiting topntairom target undergraduate and
graduate schools |X| Receiving average of 840 resyrar week |X| Current data base of 91,800 aypdi



Our Customers

Kevin O'Hara
President
And
Chief Operating Office



Level 3 Sells To Communications Intensive Compaaia$ Network Providers In A Disaggregated Supplgi€h

Supply Chain

Customers
Service Providers
Network Providers
Equipment Providers

Component Providers

Relationshi
End User
Customer
Customer/Compe
Technology/Par

Technology Partner/
Supplier

p Example

Businesses, Consumers

Portals, ASPs, ISPs, Hosting

titor Level 3, DSL, CATV, CLEC, ILEC, Car rier

tner DWDM, SONET, Ethernet

Underlying Fiber, Optical, ASICs



88% Of Level 3's Customers Are Communications IsitenCompanies

[X] Communications intensive companies' servicairements are rapidly growing |X| Level 3 servioéien represent 25% to 50% of
customer operating expense |X| Many customers atat Level 3 Gateways

[Graphic showing 88% are communications Intensive B2% are Carriers & Enterprise



Level 3's Strategic Assets Provide Significant \éalio Customers

[X| Industry leading colocation space |X| Indusggding combined metro and intercity facilities [Xdustry's broadest service portfolio |X|
Upgradeable network design ensures low cost pas



Level 3 Target Market Is Divided Into 13 Customeg&ents

[X| Apps Managers

[X| Bandwidth Traders

|X| Broadband Access Providers
|X| Broadband Content Providers
|X| Broadband Transport Providers
[X] High Bandwidth Enterprises

[X] Internet Service Providers

[X| Local Wireline Service Providers |X| Long Dista Service Providers |X| Low Speed Content Proside
|X| Packet Voice Providers

[X| Web Enablers

[X]| Wireless Service Provide



Level 3's Broad Portfolio Helps Ensure A Credit \tigrCustomer Base

[X| Detailed credit analysis is performed on eacstamer -Current financial statements
-Payment history

-Level 3 exposure to out-of-pocket cash expendit|X¢ Customers assigned to six credit categofie®Vver 80% of revenue generated by
customers rated as good credits

[X| Weaker credits are generally required to prexadsh deposits to cover out-of-pocket exposure

|X| To date, bad debts and receivables aging dnedwith expectation



Summary |X| Level 3's customers represent a vaduliiig term asset [X| More than 70% purchase pheilsiervices |X| Many customers
colocate at Level 3 Gateways |X| Level 3 creditgi@$ contribute to long term value creat



Competitive Assessment

Kevin O'Hara
President
And
Chief Operating Office



Level 3 Has More Completed Global Colocation SpEtan Any Other Carrier 1

[graph]

(1) Appendix: "Facilities Based Providers", "Datarfer Overview'



Colocation is a Strategic Asset |X| Supply consedi
|X] Colocation is key enabler of core IP and opti@nsport services [X| Level 3 has 6 million sedugross sq. ft. of spa



Level 3's Metro Conduit And Fiber Are A Strategioripetitive Advantage |X| 15,000 metro conduit miles
[X| 440,000 metro fiber miles
[X| More fiber and conduit miles than any next gatien carrierl |X| Metro facilities are key enatié core IP and optical transport services

(1) See "Facilities-Based Operations Metro Overv&unmary" Competitive Assessment Section Level@®L28vestor and Analyst
Conference, Jan 29, 20



Level 3 Owns The Only Multi-Conduit, Upgradeabléeheity Network

[X| Level 3 owns 67% of total empty US conduit mile|X| Level 3 owns 10 of 12 continuous, nati@mapty conduits 1 |X| Empty conduits
are required to adopt new, low cost fiber/optrayistems

(1) See "Facilities Based Providers, Metro Overviwmmary" Competitive Assessment Section Level@BL28vestor and Analyst
Conference, Jan 29, 20



Level 3 Is Growing More Rapidly Than Competitors

[Graphic showing % increase 2001 Projected Reveau2000 Actual Revenue on the Y axis and Levelt®8% and $842); Williams (at
93% and $650); 360 (at 44% and $200); Global Cngs&it 27% and $664) and Broadwing (at 24% and $300

Dollar figures indicates Projected Revenue Incr



Summary

[X] Level 3's network assets are at strategic ctithygeadvantage -More colocation facilities
-Multi-conduit, upgradeable metro fiber and condMulti-conduit, upgradeable intercity network -@miationally deployed Softswitch
network

[X| Level 3 expects to grow more rapidly than cotitpes -100% revenue growth 2000 to 20-$840 million increase 2000 to 20



Financial Overview

Sureel Choksi
Chief Financial Office



Financial Strategy

|X| Business Plan Funding

[X| Financial Drivers

[X] Summary

|X] Prefund business plan to free cash flow breakég}| Prudent capital structure relative to cafiuity is appropriate for upfront
expenditures -Debt is appropriate for success bageenditures |X| Maintain portfolio approach tstomer credit |X| Ensure superior return

on invested capitt



Business Plan Is Substantially Prefunded To Fresh Esow Breakeven
|X] Business Plan requires approximately $13 tolsillién
|X] Business Plan is prefunded through approxima&# billion raised to date

[X| Final capital requirements depend on successchexpenditures matched to actual sales vo



Capital Structure Is Appropriately Aligned With Gib Expenditures

[Graphic 1: Pie chart showing Up Front at 57% andc®ss Based at 43% and Graphic 2: Pie Chart sgdegnity at 44%][1], Convertible
Debt at 12% and Debt at 44%[2]]

(1) Does not include excess of RCNC & CTCO marladtie over book
(2) Assumes bank facility is fully draw



Communications Revenues
GAAP Communications Revenue

Key Drivers

|X| Decreasing unit prices, more rapidly increasiolyme |X| Current backlog is approximately 6592001 projected revenue |X| Q101
communications revenue estimate of $360-$370 milli| 2001 estimated revenue mix 1

-Transport 35 - 40%

-IP/Colocation 30 - 35%

-Softswitch 30 - 35%

|X| Projected percent CAGR in mid 60s from 200002

[Graphic ($000): bar graph showing 1999 below $5MMO slightly less than $1,000; 2001 (est.) slighibre than $1,500; 2002(est.) slightly
less than $3,000]

(1) Excludes upfront dark fiber and joint build eswue



Communications Cash Revenue

Communications Cash Revenue[1]

[Graphic ($000): bar graph showing 1999 below $5IMO0 slightly more than $1,000; 2001 (est.) apprately $2,500; 2002(est.) slightly
less than $3,500]

Note: Cash revenue is defined as GAAP Revenuegblasge in cash deferred revel
(1) Represents midpoint of estimated range for 20612002

Key Drivers
|X| Sales of over $4.1 billion in dark fiber andasiated services to date |X| Significant capd&itys
|X| Projected percent CAGR in mid 50s from 2i- 2005



Communications Revenue Backlog
[X| Backlog is defined as expected revenue fromegsigcontracts and current revenue run rate
[X] Communications revenue backlog totaled appratey $5.1 billion at year end
|X| To date, Level 3 has sold over $4.1 billiordefk fiber and related services, approximately $8I®n is in backlog

|X] Services revenue backlog was approximately Billi8n at year ent



Gross Margins

Communications Gross Margin %

[Graphic: bar graph showing 1999 between -10% a086; 2000 between 20% and 30%; 2001 (est.) betw@®nahd 50%; 2002(est.)
approximately 50%]

Key Drivers

|X| Migration of traffic from leased to owned fatigs |X| Increase in gateway space brings mofédmn-net |X| Margins trend to 65+% over
time



SG&A Expenses

Total SG&A as a % of Consolidated Revenue

[Graphic: bar graph showing 1999 approximately 102000 between 60% and 80%; 2001(est.) betweena®@¥80%; 2002(est.) between
40% and 60%]

Key Drivers

[X] Significant increase in annualized servicegnexe/employee-Q499: $55,000 -Q400: $193,000
-Q401: $372,000

[X| SG&A trends to approx. 20% over tit-Web enabled provisioning and customer ser-Sales to bandwidth intensive custom



Capital Expenditures

Capital Expenditures[1]

[Graphic ($000): bar graph showing 1999 betweeAtBand $4,000; 2000 between $5,000 and $6,000;(860) between $3,000 and
$4,000; 2002(est.) approximately $2,000]

(1) Represents midpoint of estimated range for 2002

Key Drivers
|X] $3.4 billion estimate in 2001 includes $400limil shift from 2000

[X] 2001 capex reflects addition of 2nd intercibef pull and deferral of European Ring 3
[X| Future capex is tied to revenue growth

[X| Silicon economics results in continual improwsnin price performanc



Cumulative Capital Expenditures
[X]| Over 85% of all expenditures invested in thiewoek platform |X| Success based expenditures tre@®-90% of future capex
[Graph: pie chart showing Capital Expenditures@b8nd Operating Losses and Working Capital at 13%]

Note: Cumulative uses of cash to free cash flovakeeen



Level 3 Financial Model Reflects Silicon Economics
[X| Level 3's average asset lives are in line vathk of technological improvement
[Graphic: Bar graph showing Level 3 Implied Averadeset Life[1] between 6 and 8 years and IndustrgrAge[2] between 14 and 16 years]
(1) Based on public financial statements throu@®®0. Excludes construction in process where abhl

(2) Includes T, BLS, BRW, GENU, GX, Q, FON, WCG, \@® and TSIX



Clear Path To Free Cash Flow Breakeven

Key Drivers
[X] $4.9 billion of available liquidity |X| AdjusteEBITDA positive for full year 2000 |X| Prioritizéhorter payback investments |X| EBITDA
positive expected during Q401 |X| Fully funded tlylo free cash flow breakeven in first half of 2004

[Graphic showing ($ in millions) and 2000 EBITDAgaive between $400 and $600; with adjusted EBITghtly higher than $0; 2001
(est.) with EBITDA negative between $200 and $400 Adjusted EBITDA at approximately $600 positi2®02(est.) EBITDA slightly moi
than $0 positive and Adjusted EBITDA at approxinha®800 positive.]

(1) Represents midpoint of estimated range for 2012002 Adjusted EBITDA Key Financial Drive



Financial Summary

[X| Business plan substantially prefunded through €ash flow breakeven |X| Prudent use of debt
[X| Strong revenue and EBITDA growth |X| Cash rexsnsignificantly in excess of GAAP reported reve



Summary

Jim Crowe
Chief Executive Office



Summary
[X| Level 3's continuously upgradeable network tlsubstantially complete in 2001
[X| This will enable new strategic IP optical aedvices in 2001
[X| Level 3 has the right network, the right pecguhel financial strength

[X| Level 3 is positioned to BREAKAWAY in 20(



Appendices



Customer Sub Segments
e-Commerce

Information Search

Portals

Media

Entertainment & Gaming
Music

Events

Storage Service Providers
Web Hosting

Content Distribution Networks
Application Service Providers
Managed Service Providers
Consumer ISPs

Business ISPs

Middleman ISPs

Building LECs

Broadband Capacity Aggregators
DLEC/DSL

Cable Modem

NextGen Carrier

Specialized Broadband Carriers
IP Voice Carriers

IP Voice VAS Providers
ILECs

Full Service Providers
CLECs

IXCs

PTTs

3G/Mobile

Satellite

Fixed Wireless

High Bandwidth Enterprises
Bandwidth Traders

Wireless Business Acce

Level 3's Target Market Segments Definitions



Level 3 Global Market Segmentation

Market Segments

IP-Centric Content Broadband M
Providers Content Providers

Web Enablers S
P

W

Apps Managers A
P

Low Speed e
Content Providers

IP-Centric Carriers Broadband Transport Prov N

>z

Internet Service Providers C

Packet Voice Providers |

Definitions

edia Companies that distribute (an
over the Internet

ntertainment & Companies that distribute (an

aming entertainment content over th
usic Companies that distribute mus
vents Companies that specialize in

torage Service Services that enable off-site
roviders recovery systems

eb Hosting Services include space and In
servers that host web-based a

ontent Distribution Deliver bandwidth intensive ¢
etworks to optimize technical quality

pplication Service Deploy, host, and manage acce

roviders a facility other than a custo
anaged Service Provide comprehensive solutio
roviders applications and internet ser
-Commerce Enterprises that sell goods a

Internet, including B2B and B

nformation Search  Sites which resemble portals,
finding URLSs, specific conten

ortals Gateways to general purpose a
content

extGen Carriers Carriers with large, next gen
broadband IP & transport serv

pecialized BB Provide specialized broadband
arriers
uilding LECs Provide voice, IP, SONET and

services to large office buil

B Capacity Serve bandwidth aggregation p
ggregators colo, carrier hotels, and lar

ireless Business  Utilize point-to-point/multip
ccess business access at 150Mbps &

LEC/DSL Serve residential & small bus
broadband internet access via

able Modem Last mile access via cable TV

onsumer ISPs Large, evolving national & re
residential subscribers

usiness ISPs Large, evolving national & re
business market

iddleman ISPs Provide infrastructure for br
clients

P Voice Carriers  Provide Voice over IP communi
users

d often produce)
e Internet

ternet connectivity for
pplications

ontent from edge servers
of distribution

ss to an application from
mer's site

vices

ices

dings

ge EUBs

oint GHz radio for
higher speeds

iness customers with
telco twisted pair

cations services to end



|
p

Local Wireline Serv
Providers

Other Carriers

Long Dist Serv Providers |

Wireless Service Providers 3

High Bandwidth Enterprises

Bandwidth Traders

P Voice VAS
roviders

Provide voice value added ser
messaging and video conferenc

LECs

The incumbent providers of lo
along with evolving data serv

ull Service Provide comprehensive service

roviders incl local, long dist, intern

LECs Serve the voice and data comm
business customers, competing

XCs The incumbent providers of lo
services in the US

TTs The incumbent public carriers

G/Mobile Highly mobile telecom service
evolving to higher bandwidth

atellite Broadcast and interactive ser
and (planned) low earth orbit

ixed Wireless CLECs that employ point-to-mu
digital radio technology to s

eleport Provide IP backhaul from deve

satellite

Large industrial and service-
extraordinary IP communicatio

Members of a system that allo
efficient means of buying & s

vices such as unified
ing

ices
s to business customers
et & video

unications needs of
with ILECs

vices via geosynchronous
satellites

Itipoint rooftop-mounted
erve business

oriented companies with
ns needs

ws/promotes a more
etting circuits



Level 3 Representation Customers by Segments
Applications Service Provider

Breakaway Solutions
Critical Path

Data Return Corporation
Exodus

Interliant

Logictier

NaviSite- Altavista
NonStopNe

Totality Inc.

WebZone, Inc./Yipes
Broadband Access Provider

Adelphia

Allied Riser Communications

Network Access Solutior

NTL Communications LTL

Primus Telecommunications

Telewest Communications

Telocity

Telseon Dark Fiber Carrier Services Inc. Time Wairelecom
Yipes

Broadband Content Provider

Atom Films
Broadcast.com/Yahoo

BT Broadcast Services
Capital Interactive
ClickRadio.com

LandMark Communications
Real Networks - Seattle HQ
Sony Online Entertainment Inc
Uproar

WWEF Entertainment Inc.
Broadband Transport Provider

Colt Telecom

Computer Telephone Corp

Enron Broadband Services, Inc

Flag Telecom Ltd

GC Pan European Crossing Deutschland GmbH Interhegt
Teleglobe Communications Corporation

Telia North America

Tycom Networks (UK) Ltd

360Networks (UK) Ltc



Level 3 Representation Customers by Segments
e-Commerce

Andale

Blue Mountain Arts

Consumer Net Marketplace

e.Trade Magex LTD ProFlowers STARDirect StoreRunir@ys R Us World Trade Network DBA WT.Net High Bavidth Enterprise

Blue Cross Blue Shield of lllinois
Bardays Capital

Dresdner Kleinwort Wasserstein
Goldman Sachs and Company
Hewelett-Packard

ImageX Bellevue Corporate
Oracle

Sun Microsystems

UBS Warburg

Zurich Scudder Investments
ISP

AOL

Cable & Wireless

Concentric/XO Communications
Earthlink Network Inc

Energis

Juno Online

NaviPath

Netzero Inc

Savvis

surfEU.com

Local Wireline Service Provider
Allegiance Telecom, Inc

CapRock Communications
Covista Inc.

Focal Communications HQ
McLeod USA Information Services
Net 2000 Communications/ c/o Telecon LLC NetworksPihc
Pac West Telecom

RCN

Tecnet, Incorporated



Long Distance Service Provider

Cable & Wireless Communications Ltd
Expresstel

France Telecom

NTT

Sing Tel

Telioo

Telecom New Zealand USA
Versatel Telecom Europe BV
VIAG Interkom GmbH & Co.
XO Communications

Portal

Altavista Company
Guardian Unlimited
Infoseek

SEIU

Educational Networks Inc.
Hotjobs.com

Bloomberg NYC
Gomez Advisors

Jupiter Communications
Learning Network

Web Enabler

Akamai Technologies
Breakaway Solutions

Cap Gemini

Digital Island

InterNAP

InterVu/Akamai Technologies
Media Wave

RELERA Inc

Storage Networks
Storage Way.com
Wireless Service Provider

Advanced Radio Telecom

Hughes Network Systems

Metricom

MobileStar Network

Mobilesys Corp.

Omnipoint Communications/VoiceStream
Palm networking

SkyberNet International bv

Spacenet Inc.

Waterfront Communicatio

Level 3 Representation Customers by Segments



Oown,
Lease,
Region Joint

Level 3 (logo) North America Own

Europe Joint &

AT&T (logo) United States Own & Jo

Broadwing (logo) United States Own

Genuity (logo) United States Own (DF)

Global Crossing (logo) NAC-North Own 1
America

PEC-Europe Own 1

Qwest (logo) North America Own

Europe Own
(KPNQwest)

Sprint (logo) United States Own

360 Networks (logo) North America Various

Facilities Based Providers

Fiber Overview

Planned

Complete

Fiber Type Route Miles Route Miles

LEAF 13 15,889 11 15,486 11
Oown LEAF 13 4,75011 3,59111
Corning Leaf 20,639 19,077
int Genlto3 58,000 17 54,000 9
Corning
LEAF &
TrueWave 36
Genlto3 58,000 54,000
Corning
LEAF &
TrueWave
11, 12,42
22,000 44 18,000 44
Gen 2 22,000 18,000
Corning
LEAF 1, 12
Lucent True 22,000 8 17,700 8
Wave R and
Corning
LEAF 8
Lucent True 22,000 17,700
Wave R and
Corning LEAF
20,000 20,0009
15,525 6 15,525 6
Gen 2 True
Wave &
Corning 35,525 37 35,5252
LEAF 11
Lucent True 24,11523 24,115 23
Wave 23
Corning Leaf 12,800 26 4,000 47
Lucent True
Wave and 36,915 28,115
Corning Leaf
Gen136 32,0002 24,0009
Gen111 32,0002 24,000
26,7003 20,000 19

Fibe




United States Lease

Williams Communications United States
(logo)

Europe IRU Leas
on Telia
Ntwk

Worldcom (logo) United States Own

Europe

Average Li
Fiber Pairs  Fiber Pair

Level 3 (logo) 48 11 2
36 11 2
AT&T (logo) 18 30 5
Broadwing (logo) 48 18 2
Genuity (logo) 128 3
Global Crossing (logo) 12 30 2
24 6 N
Qwest (logo) 48 23 2

50 26 N

11,7003 5,700 19

Genlto3
Corning 38,400 25,700
LEAF 11, 12

Corning 34,000 47 30,489 43
SMF, NZDSF
and LEAF

e N/A 28,0005 N/A

Corning
SMF, NZDSF

and LEAF 62,000 30,489
and Alcatel

48,0007 48,0009

8,6941 6,000 47

Genl 56,694 54,000

Corning LS,
DSF, Gen 3
11
Facilities
Fiber Over
Complete

t Lit Fiber Planned Fiber Fiber Miles
s Miles (E*H*2) Miles (D*G) (E*G)

11 40,084 11 1,525,344 1,486,656

11 7,856 11 342,000 258,552

47,940 1,867,344 1,745,208

30 486,000 2,088,000 1,944,000

486,000 2,088,000 1,944,000

18 72,000 2,112,000 1,728,000

72,000 2,112,000 1,728,000

8 106,200 528,000 424,800
N 106,200 528,000 424,800
-18 80,000 480,000 480,000
;A N/A 745,200 745,200

80,000 1,225,200 1,225,200

25 96,460 2,315,040 2,315,040

IA N/A 1,280,000 400,000

Based Providers

view (continued)




Sprint (logo) 12 34 3
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Conduit Overview
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Facilities Based Providers
Fiber & Conduit Overview Sources

1=0Ovum 2000 Wholesale Carrier Markets

2=Bear Stearns White Pages November 2000 3=wwwn860.

4=Global Crossing Network Lands in Chile (10/31F@ss Release) 5=www.williamscommunication.com
6=www.globalcrossing.com

7=www.worldcom.com

8=www.genuity.com (Company presentations and 3rigji9=JP Morgan Industry Analysis September 2008www.enron.com & 3Q00
Analyst Conference Call 11=Level 3

12=www.corningfiber.com

13=Salomon Smith Barney (IF Built Will They Com@®®) 14=Press Release Sprint

15=www.boradwing.com 3Q00 Analyst Conference Cé#dww.worldom.com 3Q00 Analyst Conference Call 1vwwatt.com/network/
18=CIBC Telecom Services, Nov. 29, 2000

19=360 networks, Nov. 9, Conference Call

20=REMOVED

21=MFN, 10-Q, September 2000

22=Press Release 360

23=Qwest Overview Q1 00

24=Westnet Steering Committee Minutes 1/99 25=Aoa&siNetwork "Sculpting the light" 8/15/98 26=KPNE€xst Website
27=www.southerncrosscables.com

28=www.alestra.com

29=www.aerienetworks.com

30=Sands Brother / Global Telecommunications archifelogy 31=Federal Register 79421 Buried Fibeicdptoposed Right of Way
32=Telia Web Site

33=www.attcanada.com

34=http://sprintbiz.com/cust_resources/tech_resgdosvnloads/dwdm_tech.pdf 35=www.worldcom.com/iné&tional

36=DEFEATING Dispersion Annie Lindstrom 11/27/2008lephony 37=Glass Gains Brian Washburn 12/11/26l@0com
38=www.asiaglobalcrossing.com

39=Asia Global Crossing Reports Q3 Results 11/0BIZ0R Newswire 40=Asia Global Crossing Awards NEGStEAsia Contract 11/13/20!
Fiber Optics News

41=Connecting Asia and the Americas 04/28/1999 R3Wire 42=AT&T Announces Major Fib&ptic Network Expansion 12/06/1999
Newswire 43=KBRC- Kaufman Brothers Williams Communications Base étepan 8, 2001 44=Salomon Smith Barney Jan 111 200
Telecom. Equipment 45=360 Investor Relations

46=MFN Investor Relations

47=SmartMoney The one Telecom Stock to Buy Now 12000 48=Montana Power 10-Q

49=Montana Power Investor Relations

50=Networks Overview v1-may2000

51=Except where otherwise indicated

52=www.ta-14.com
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Data Center Overview
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Facilities Based Providers
Metro & Data Center Overview Sources

1=0Ovum 2000 Wholesale Carrier Markets

2=Bear Stearns White Pages November 2000 3=wwwn860.

4=Global Crossing Network Lands in Chile (10/31R®@ss Release) 5=www.williamscommunication.com
6=www.globalcrossing.com

7=www.worldcom.com

8=www.genuity.com (Company presentations and 3rigji9=JP Morgan Industry Analysis September 2008Formula (Route Miles x
Fiber Pairs)

11=Formula (Route Miles x Avg. Lit Fibers) 12=wwwren.com & 3Q00 Analyst Conference Call 13=Level 3
14=www.corningfiber.com

15=Salomon Smith Barney (IF Built Will They Com®®) 16=Press Release Sprint

17=www.boradwing.com 3Q00 Analyst Conference Ca#dww.worldom.com 3Q00 Analyst Conference Call 19wwatt.com/network/
20=CIBC Telecom Services, Nov. 29, 2000

21=360 networks, Nov. 9, Conference Call 22=MFNQ,Beptember 2000

23=Press Release 360

24=Qwest Company Web Site and Company Overview @Q253Westnet Steering Committee Minutes 1/99 26=rigats Network
"Sculpting the light" 8/15/98 27=KPNQwest Website

28=www.southerncrosscables.com

29=www.alestra.com

30=www.concernt.com

31=Enron Fall Conference Call

32=MFN Web Site

33=AboveNet Web site

34=Qwest web site

35=Robbie Stephens Jan 9, 2001

36=Wasserstein Perella Aug 2000

37=Level 3 sold ENE dark fiber in 15 markets witd@fibers 38=www.attcanada.com

39=AT&T Passes Milestones With IP Net, Data Cenddrd 1/2001 Newsbytes News Network

40=KBRO - Kaufman Brothers Williams Communicatid®esse Report Jan 8, 2001 41=AT&T Surpasses; 01/0%/PR Newswire
42=AT&T OPENING INTERNET CENTER MARTHA McKAY, 12/14 /2000 The Record

43=AT&T-Backed Alestra Expands Web Hosting Faa&htil1/29/2000 Corporate Mexico; El Universal
44=Sprint Follows Launch of New Internet BusinesstWith Data Center Expansion 12/13/2000 PR Newswi
45=www.exodus.com

46=European Colocation Business Week Vies For E-Bugss Barnaby Page 11/08/2000
CMP TechWEB

47=Asia Global Crossing Reports Q3 Results, Sigaift Milestones in Asia 11/08/2000 PR Newswire

48=www.sprint.com

49=KBRO - Kaufman Brothers Williams Communicatid®®sse Report Jan 8, 2001 50=360 Investor Relations
51=MFN Investor Relations

52=SSB Analyst Conference Jan 2001

53=SmartMoney The one Telecom Stock to Buy Now 12000 54=Salomon Smith Barney 12/06/00 GENU
55=MFN Press Release Dec 2000

56=AG Edwards report 12/27/00

57=Morgan Stanley Dean Witter Internet Hosting Réplmvember 2000 58=AG Edwards Dec 2000

59=X0 10Q 9/30/00

60=Exodus 4Q00 Press Release 1/24/01

61=Salomon Smith Barney - 4Q00 Results Qwest 1124/0

62=Salomon Smith Barney 1/25/01 Exodus 4(



Exhibit 99.2
[Logo] Level 3 Communications, Inc. 1025 EldoradouRvard Broomfield, CO 80021 www.Level3.com

NEWS RELEASE

For Immediate Release

Level 3 Contacts:
Media: Josh Howell Investo rs: Robin Miller
720/888-2517 720/888-2518

Paul Lonnegren
720/888-6099

Level 3 Commissions International Network; Announbiew Initiatives at Analyst and Investor Conferenc
Level 3 Affirms 2001 Financial Guidance with Incsea to Cash Revenue and Adjusted EBITDA; Introdds Guidance for 2002
Company Unveils New Program for Large CommunicaiGarriers with Annual Price Decline and Servicéivation Commitments

NEW YORK, January 29, 20(-- Level 3 Communications, Inc. (Nasdaq:LVLT) annoed today that it has set a new telecommunications
standard with the industry's most rapidly consedajlobal fiber-optic network. In 30 months, Le8dbuilt a 20,000 mile multi-conduit
intercity network and 32 multi-conduit metropolitaatworks in North America and Europe. Additionatlye company constructed a
transatlantic cable system connecting North Ameaiiwéi Europe, and has secured 6 million squareoféethnical space in 63 data centers
serving 49 North American markets, 9 European ntarked 2 Asian markets.

"The construction of our global communications r@t#ain only 30 months is an unprecedented accommpksit and a strong testament to the
commitment of our employee-owners, construction tagtinology partners, and investors," said Jame&3rQwe, chief executive officer of
Level 3. "A continuously upgradeable network like®is never truly complete, but we're extremebapkd to be able to move customer
traffic from leased facilities and offer servicas @ur own global broadband infrastructure in Iésstthree years."

"Now that we've begun to operate our own globabblbmnd network, we expect to achieve higher mawaginisgreater service scalability and
performance,” said Kevin J. O'Hara, president drniédfoperating officer of Level 3. "Our continuoysipgradeable multi-conduit network is
unlike any communications network ever constructd.can install new optical fiber through one of metro or intercity network's empty
conduits, rather than having to reconstruct theenetwork. By properly matching new generatioh§lmer with rapidly improving optronic:
we can reduce costs and provisioning time. Thismadiaat our customers can enjoy substantial castradges and bring innovative new
services to market."

In a video presentation at the conference, Leweilllzlemonstrate the network construction challentfet were overcome in this record
setting time through the use of both conventiomal imanovative equipment and construction technigassvell as the large number of perr
and franchises that were required to be obtaineddar to install its network. The video will aldemonstrate, at actual speed, the rapid r:
which fiber can be deployed in a previously ing@lempty conduit. For example, whereas construdidrevel 3's 16,000 mile U.S. intercity
conduit system took approximately 30 months to detep Level 3 currently estimates that it wouldaapproximately six to nine months to
fully install a second fiber optic cable in onelafvel 3's empty conduits. This video will be aviit along with the entire presentation from
the conference, on Level 3's website www.Level3.com

Level 3 Unveils New Pricing and Service Program

At this conference, Level 3 is focusing on its viefithe competitive landscape and the companyteotand anticipated new service
offerings, and how these services position Level ke advantage of its continuously upgradeabte/ork.

While providing additional details of its (3)Centéolocation, (3)CrossRoads,

(3)Connect Modem and (3)Voice services, Level 8 alsnounced an innovative new optical transporgiarm designed initially for large
communications carriers that features annual glezdine and service activation commitments. The feamily of global transport services,
called (3)Link, will be officially launched at Coripl's 20th anniversary convention in February ita@do, Florida. These offerings provid
cost-effective alternative for companies that migtierwise build communications networks or instddictronics to "light" dark fiber.

"Construction of our continuously upgradeable glatework marks a new beginning for Level 3 by giyius full control over our network
operating costs, quality of service, provisionimgl @ricing," said O'Hara. "We believe that (3)Lsdrvices will sharpen and accelerate our
focus on providing highly competitive network sees on a global basis, and is illustrative of L&/elcommitment to bringing Silicon
Economics to the telecommunications industry."

Level 3 Updates Financial Guidance

Level 3 also announced today that it is affirmitegd001 financial guidance, with increases to casbnue and adjusted EBITDA, anc



formally introducing financial guidance for 2002h& company expects communications revenue of appabely $1.7 billion in 2001 and
communications revenue of approximately $2.9 billio 2002.

"We are pleased to reaffirm or increase all of 2001 financial guidance," said Sureel A. Choksietfinancial officer of Level 3. "Industry
leading revenue growth in 2001 of approximately p@fcent is an indication of our confidence in dpportunities ahead. We'd also like to
reiterate that our business plan continues to betantially prefunded through free cash flow brea&n."

Financial Projections

Communications Revenue: Level 3 expects commumpitatievenue to grow from $858 million in 2000 t@rgximately $1.7 billion in 2001
and $2.9 billion in 2002. Of the $1.7 billion in@Dcommunications revenue, approximately $320 omilivill come from non-recurring dark
fiber and infrastructure sales.

Excluding non-recurring dark fiber and infrastruetsales, communications revenue falls into thegegories: Transport, IP and Colocation,
and Softswitch enabled services. For the year,spran is expected to generate 35 to 40 percertrofraunications revenue, IP and
Colocation 30 to 35 percent, and Softswitch enabéaglices - including reciprocal compensation 885 percent.

Level 3 has a current backlog of approximately $8llion. Backlog is defined as total communicasaevenue that Level 3 expects to rea
from signed contracts that have not been provisipas well as current revenue run-rate. Approxitya® percent of our forecasted
communications revenue for 2001 is included in®Gel. billion backlog.

Communications cash revenue, defined as commuoisatevenue plus changes in cash deferred reviesneipected to grow to
approximately $2.4 to $2.6 billion in 2001, and4& $3.6 billion in 2002.

Level 3 expects communications revenue for thé duarter of 2001 to be in the range of $360 todB3iflion. Approximately $135 to $145
million of this revenue is expected to come fronmmecurring dark fiber and infrastructure sales.

Level 3 expects communications revenue to growcainapounded annual percentage rate in the mid+#is@mmunications cash revenue to
grow at a compounded annual percentage rate imith&0s between 2000 and 2005.

Information Services and Other Revenue: Total imition services and other revenue was $327 miticd000, and is expected to decrease
to $220 million for both 2001 and 2002, primarilyedto reduced shipments under long-term coal catstend the sale of the company's 50
percent interest in Walnut Creek Mining Compang2@®0.

Gross Margin: The gross margin for the communicatibusiness is expected to increase from 27 peirc@d00 to approximately 50 percent
in 2001 and 55 percent in 2002. Consolidated gmag)in is expected to be approximately 48 perae2001 and 53 percent in 2002.

Selling, General and Administrative Expenses (SG&29nsolidated SG&A expenses for the year 200krpected to be approximately 65
percent of total revenues in 2001 and drop to bé&6wercent of total revenues in 2002. The totahimer of Level 3 employees is expected to
increase to approximately 7,000 by the end of 2001.

EBITDA: The company expects to turn consolidatedTHBA positive, excluding stock-based compensat@na run-rate basis by the end of
the year 2001, with EBITDA for the year 2002 reachapproximately $155 to $175 million. Consolidatefjusted EBITDA, defined as
consolidated EBITDA plus changes in cash deferesémue and adding back non-cash cost of goodsis@#pected to be approximately
$600 to $700 million for the year 2001 and $758&50 million for 2002.

Earnings Per Share: The company expects that tHegseper share will increase from $4.01 per sma900 to a net loss of approximately
$7.50 per share in 2001, largely as a result akases in stock-based compensation, net interpsheg and depreciation expenses.

Capital Expenditures: Capital expenditures for prog plant and equipment were $5.9 billion for ylear 2000. The company previously
expected to spend $6.3 billion for the year. Assult of timing differences, the remaining $400limril is expected to shift into 2001.
Including this $400 million, total capital expendis for the year 2001 are expected to be appraeiynd3.4 billion. Aggregate capital
expenditures for 2000 and 2001 are in line withvjones forecasts. The company expects capital experd to decrease in 2002 to
approximately $2.0 to $2.5 billion.

Capital expenditures estimates for 2001 reflectiteeleration of the second intercity fiber pulthaanced last year and the deferral of
construction for Ring 3 of Level 3's pan-Europeatwuork.

"Level 3 continually assesses the many businessrappties we have," said O'Hara. "In an efforatvays deploy capital to maximize
returns, we have reprioritized some of our captajects."”

The company forecasts that it will be free castvftoeak even in the first half of 2004, and remaabkstantially prefunded to free cash flow
break even



Analyst and Investors Conferences
The theme for Level 3's analyst and investor camfee today in New York, and on January 31, 20Qdoimdon, is "Breaking Away."

"We've said all along that the telecommunicatiomiistry is experiencing a fundamental shift frosiassic monopolistic, utility-based
business model to a technology-driven business modderscored heavily by the same move towardzbatal disaggregation that occurred
in computing,” said Crowe. "We've also said th& thramatic shift will create clear winners ancel@s We believe strongly that with our
global broadband infrastructure essentially coneplete're positioned to break away this year andiecone of the winners."

In addition to presentations by Level 3 executi@ed Corning, Inc., today's conference in New Yoiitudes a Partners Exhibit Area where a
number of Level 3's top customers and strateglinelogy partners will be featured. Demonstratioms mformation in the exhibit area will
focus on customers' communications intensive sesvicat Level 3 enables and the advanced techesldgployed by Level 3 in its network.

Exhibiting companies for the New York conferencelunle Akamai Technologies; Corning IncorporatedialReturn Corporation; Enron
Communications; Logictier; NaviPath, Inc.; NortettMorks; RCN Corporation; Rhythms NetConnections,;ITelseon; Yahoo! Inc.; and
Yipes Communications.

Exhibiting companies for the London conference amudry 31 include Cap Gemini Ernst & Young; DatéauReCorporation; Enron
Communications; IC3; Hewlett-Packard Company; Navetworks; and surfEU.com Ltd.

About Level 3 Communications

Level 3 (Nasdaqg:LVLT) is a global communicationsl &mformation services company offering a wide st of services including IP
services, broadband transport, colocation sendoesthe industry's first Softswitch based servitesel 3 offers services primarily to
communications intensive companies that deliver sexvices over the Level 3 Network. Its Web addris www.Level3.com.

(3)Center Colocation, (3)CrossRoads, (3)Connectdvind3)Voice and (3)Link are service marks of Le¥&ommunications, Inc.

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 8dwes that its primary risk factors include, beg aot limited to: substantial capital
requirements; development of effective internakpsses and systems; the ability to attract anthrligh quality employees; changes in the
overall economy; technology; the number and sizeoafipetitors in its markets; law and regulatoryigggland the mix of products and
services offered in the company's target marketslittonal information concerning these and othgoamiant factors can be found within
Level 3's filings with the Securities and Excha@@nmission. Statements in this release should dkiated in light of these important
factors.
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