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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 reportealy 21, 2005

L evel 3 Communications, Inc.

(Exact name of Registrant as specified in its @nart

Delaware 47-0210602
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
1025 Eldorado Blvd., Broomfield, Colorado 80021
(Address of principal executive offices) (Zip code)

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

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

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

[ ] Written communications pursuant to Rule 425 emithe Securities Act (17 CFR 230.425)
[ ] Soliciting material pursuant to Rule 14a-12 anthe Exchange Act (17 CFR 240.14a-12)
[ ] Pre-commencement communications pursuant te Ratl-2(b) under the Exchange Act (17 CFR 240.1(#d)-2

[ ] Pre-commencement communications pursuant te R8e-4(c) under the Exchange Act (17 CFR 240.18p-4



Item 2.02. Results of Operations and Financial Condition

On July 21, 2005, Level 3 Communications, Inc. {&k3") issued a press release relating to, amadmegy things, second quarter 2005
financial results. This press release is furnishe&xhibit 99.1 to this Current Report and incogped by reference as if set forth in full. The
furnishing of this information shall not be deena@dadmission as to the materiality of the inforomiincluded in this Current Report. This
information is not filed but is furnished to thec8dties and Exchange Commission ("SEC") pursuattieim 2.02 of Form 8-K.

Item 9.01. Financial Statementsand Exhibits
(a) Financial Statements of business acquired
None

(b) Pro forma financial information

None

(c) Exhibits

99.1 Press Release dated July 21, 2005, relatisgctond quarter 2005 financial results, includhigitquarter 2005 and certain full year 2(
financial projections.



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, hereunto duly authorized.

Level 3 Communications, Inc.

July 21, 2005 By: /sl Neil J. Eckstein
Dat e Nei |l J. Eckstein, Senior Vice President



Exhibit 99.1
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Level 3 Communications, Inc. 1025 Eldorado BouldvBroomfield, Colorado 80021 www.Level3.com

NEWS RELEASE
FOR IMMEDIATE RELEASE

Level 3 Contacts:

Media: Josh Howell Investors: Robin Grey
720-888-2517 720-888-2518
Josh.Howell@Level3.com Robin.Grey@Level3.com

Level 3 Reports Second Quarter Results

Thursday, July 21, 2005

Financial Highlights

o Consolidated Revenue of $910 million and $37 1 million of Communications

Revenue

o Net Loss of $188 million, or $.27 per share

o Consolidated Adjusted OIBDA of $115 million

o Total Capital Expenditures of $85 million

o Consolidated Free Cash Flow of negative $96 onilli

Business Highlights

o IP backbone growth continues; traffic exceedsgp@fabytes per day

o DSL migration substantially complete

o FCC decision regarding E-911 creates new denmanidefvel 3's VolP solution

o Price declines moderating across Level 3's temsmd IP business; quarter-over-quarter revenowty
o Software Spectrum selected by EDS for U.S. Naogtact

BROOMFIELD, Colo., July 21, 2005 - Level 3 Commuations, Inc. (Nasdaq:LVLT) reported consolidateeceraie of $910 million for the
second quarter 2005 compared to $1.01 billionHerfirst quarter 2005. Communications revenue v@@4 $nillion in the second quarter
versus $510 million for the previous quarter, whittiuded $129 million in termination revenue. Infation services revenue was $520
million compared to $483 million for the previousagter.

The net loss for the second quarter 2005 was $18mor $0.27 per share, compared to $77 millar$0.11 per share the previous quarter.
Included in the first quarter 2005 net loss wad % #illion cash restructuring charge associated ttié reduction in workforce completed
during the first quarter. Consolidated Adjusted DIR1) was $115 million in the second quarter 206mpared to previously provided
projections of $75 million to $95 million and conmpa to $209 million for the previous quarter.



"We exceeded our revenue projections this quartergpily as a result of growth in our core trangpond IP businesses and higher reciprocal
compensation,” said James Q. Crowe, CEO of Levéllt8 growth in our core services came primarignfrcontinued customer demand as
well as our continued focus on pricing disciplindich is proving beneficial to us."

Second Quarter Financial Results

Metric Second Quarter Actuals Second Quarter
(% in millions) Projections (1)
Communications Services Revenue (2) (excluding term ination  $340
revenue)

Reciprocal Compensation $29

Termination Revenue $2
Communications Revenue $371 $350-$370
Information Services Revenue $520
Other Revenue $19
Consolidated Revenue $910
Consolidated Adjusted OIBDA (3)(4) $115 $75-$95
Capital Expenditures (5) $85
Unlevered Cash Flow (4) $3
Free Cash Flow (4) ($96)
Communications Gross Margin (4) 70%

(1) Projections issued April 26, 2005

(2) Communications Services Revenue is GAAP comuaiitns revenue minus reciprocal compensation reven

(3) Consolidated Adjusted OIBDA excludes $10 millio stock-based compensation expense and $4 mdfimon-cash impairment charges
(4) See schedule of non-GAAP metrics for definitiord reconciliation to GAAP measures

(5) Gross capital expenditures were $88 milliontfer quarter and accrual reversals were $3 million

Communications Business

Revenue

Communications revenue for the second quarter 2G@5$371 million versus $510 million for the pravsoquarter. Total communications
revenue for the second quarter included $342 milibcommunications services revenue and $29 milhibreciprocal compensation revenue
compared to $482 million and $28 million in thesfiguarter.

Included in communications services revenue wasifiibn and $129 million of termination revenue five second and first quarters,
respectively.



Communications services revenue excluding termonatvenue decreased by $13 million quarter ovartquprimarily due to expected
declines in DSL aggregation revenue and manage@madvenue. Additionally, revenue from the compamfiolesale voice business
declined as a result of one customer's decisioadoce voice termination traffic. These declinesevenue were partially offset by an incre
in revenue from the company's transport, wholegleand other wholesale and consumer voice setvices

Qua rter ended June  Quarter ended March  Dollar

Communications Revenue ($ in millions) 30, 2005 31, 2005 Change
Transport and Infrastructure $122 $119 $3
IP & Data Services (excluding DSL) $66 $64 $2
Voice $25 $26 ( $1)
Managed Modem $103 $107 ( $4)
DSL $24 $37 % 13)

Communications Services Revenue $340 $353 ($ 13)
Reciprocal Compensation $29 $28 $1
Termination Revenue $2 $129 ($1 27)
Communications Revenue $371 $510 (%1 39)

The communications deferred revenue balance wa8 ®8lfon in the second quarter compared to $88Mioniin the first quarter.

Cost of Revenue

Communications cost of revenue for the second quaa05 was $110 million versus $116 million foe fhrevious quarter. Communications
gross margin(1) was 70 percent for the second gueoimpared to 77 percent in the first quarter. déaine in communications gross margin
is primarily attributable to the decrease in temion revenue offset partially by improvements astoof revenue.

Selling, General and Administrative Expenses (SG&ammunications SG&A expenses were $182 milliontfiersecond quarter 2005
versus $188 million for the previous quarter. SG&#penses improved in the second quarter primauvié/td lower employee-related costs.
SG&A expenses for the second quarter include ai$@mproperty tax benefit and $9 million of noagh stock compensation expense. First
quarter SG&A expenses included $10 million of nastcstock compensation expense.

Adjusted Operating Income Before Depreciation anabftization (OIBDA) Adjusted OIBDA(1) for the commications business decreased
to $88 million for the second quarter 2005 from $2@illion for the previous quarter as a result afegrease in termination and
communications services revenue, partially offsetdaluctions in the cost of revenue and operatipgeses. First quarter Adjusted OIBDA
included $15 million of cash severance costs aatatiwith the reduction in workforce completedtia first quarter 2005.

Communications Adjusted OIBDA margin(1) was 24 petdor the second quarter 2005 versus 39 peroeheiprevious quarter.
Communications Adjusted OIBDA excludes a $4 millmon-cash asset impairment charge and non-cask atpensation expense of $9
million in the second quarter and $10 million i first quarter.



Information Services Business
Results for the information services business ihelthe Software Spectrum and
()Structure subsidiaries.

Revenue and Adjusted Operating I ncome Befor e Depreciation and Amortization

(OIBDA)

Information services revenue was $520 million foe second quarter 2005. This compares to reven$48¥ million for the previous quarter
and $503 million for the same period last year.ustgd OIBDA(1) for the information services busmass $15 million for the second
quarter, which excludes $1 million in non-cash ktoompensation expense, compared to Adjusted OIBD®V million in the previous
quarter, excluding $1 million in non-cash stock pamsation expense. For the same period last yejusted OIBDA was $11 million,
excluding $1 million in non-cash stock compensagapense.

Software Spectrum Selected by EDS for U.S. Navyt@ohIn early July, Software Spectrum was selebie8DS to supply software and
licensing to the U.S. Navy. The agreement, expeitetbse in the third quarter, is a one-year @witvalued at approximately $40 million
with additional one-year renewal options.

"We are pleased with the performance of our infaromeservices business in the second quarter apdriicular, the award of this significant
contract,” said Charles C. Miller, vice chairmarLefel 3. "Given the large size of the contract asgociated working capital requirements,
the company expects this agreement to be a usertafng capital in 2005 and a source thereafter."

Other Businesses
The company's other businesses consist primaritypaf mining operations.

Revenue and Adjusted OIBDA

Revenue and Adjusted OIBDA(1) from other businessga® $19 million and $12 million, respectively tire second quarter 2005, compared
to $17 million and $1 million for the previous gtear Included in Adjusted OIBDA in the second geait an $11 million benefit related to
favorable resolution of certain coal production igsues, favorable settlement of an obligationrtividle insurance for employees of the
company's former packaging business and the regkipsurance proceeds reimbursing the companpdgments made to settle
environmental litigation.

Consolidated Cash Flow and Liquidity
During the second quarter 2005, Unlevered Cash @lpwas positive $3 million versus negative $53lioml during the first quarter.
Consolidated Free Cash Flow for the second quasdsrnegative $96 million, versus negative $127iomilfor the previous quarter.

"The company's negative Consolidated Free Cash proved in the second quarter primarily as altediexpected lower working capital
needs in the information services business andedse in cash used in operations,” said Sunit, © of Level 3.

As of June 30, 2005, the company had cash and tastkesecurities of approximately $1.3 billion camgd to approximately $1.5 billion at
March 31, 2005 pro forma for Level 3's



offering of $880 million aggregate principal amowhtl0% Convertible Senior Notes due 2011 completefpril 2005.

As part of an anticipated refinancing, at the ehthe second quarter, the company repaid at matilmét outstanding balance on its
headquarters mortgage in the amount of $116 millievel 3 is continuing to evaluate the potentiimancing of part of this debt, which will
be subject to receipt of favorable terms and caoymt

Operations Update

During the quarter, Level 3's core transport andd®ices continued to see growth and demand phinfieom cable operators, content
providers, wireless providers and other key custsegments. Average traffic volume on Level 3'sinét backbone now exceeds 3.0
petabytes per day. The company also continuedetgmvth in subscribers for its consumer and eniggriented VolP services.

"Growth in demand for our core transport and IPitesses is coming from customers looking for rédéighigh-performance and complex
network solutions," said Kevin O'Hara, presiderd @00 of Level 3. "We are seeing strong demana&dionwide solutions in our transpc
infrastructure and wholesale Internet access bsisas As a result, we continue to make ongoingsinvents in our network and business
processes that will further improve our low cossifion and enable us to continue serving as agiatgart of our customers' business
operations."

Demand for E-911 solutions increased during thetguas a result of the FCC's recent decision raquV/olP providers to offer E-911
functionality to end users. As previously announdaxiel 3's consumer voice offerings are E-911 thaAnd the company plans to introduce
an E-911 network solution for other voice providirduild into their offerings. In addition, therapany plans to expand its E-911 coverage
to over 70 percent of U.S. households by the er2D66, from approximately 66 percent today.

"We made significant efforts over the last eighte@mnths to deploy a robust E-911 platform servirgghof the country,” said O'Hara. "As a
result of that investment, Level 3 enjoys the lesklip position as a provider of E-911 network seggifor VVoice-over-IP service providers
across the U.S."

Business Outlook
"We believe our customers continue to value thaetgmis we offer in the marketplace," said Croweut'Gtrategic decision earlier this year to
increase our focus on pricing discipline is begigntio show positive results for us.

"For the latter half of 2005 we expect to see cargd growth in our core transport and wholesalgeiRices. We expect our voice business to
grow based on consumer and business VolP adoptibeantinued market launches. Our DSL aggregatotract with Verizon has expired,
and we expect the migration to be complete duttwegthird quarter resulting in little to no DSL aggation revenue beyond the third quarter.”
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Full Year 2005 Projections

o Company narrows range for Communications Revéullgear projection from a low to high single-digiercent decline to a 4 percent to 7
percent decline

o Reiterates full year projection for Communicasidkdjusted OIBDA Margin

o Company updates Consolidated Free Cash Flowqtiamjeto a range of negative $350 million to $38lliom from the previously issued
projection of negative $300 million to $360 milliohhe company is narrowing the range by $30 milasrwell as increasing its expected use
of cash in 2005 by approximately $20 million foid@tbnal anticipated working capital needed to supjSoftware Spectrum's recently won
EDS contract for the U.S. Navy.

Third Quarter 2005

o Communications revenue is projected to be $34%mio $365 million, with decreases in DSL aggagn and managed modem partially
offset by growth in core and growth services.

o Consolidated Adjusted OIBDA is expected to be Biflion to $95 million.

Metric Third Quarter Full Year 2005 Projections
($ in millions) Projections
Communications Revenue $345 to $365 4 percent to 7 percent
decline

Consolidated Adjusted OIBDA $75 to $95 N/A
Communications Adjusted OIBDA Margin N/A Mid-20 percent range
Negative Consolidated Free Cash Flow N/A $350 to $380

Summary

“"Level 3 continues to invest for growth to suppamut customers' needs and to further improve ourdost position. We continue to upgrade
our network, drive further process efficienciegyldg new technologies and expand the reach of apalgilities,” Crowe said. "We believe
that our strong cash balance and liquidity posigive us the flexibility to take advantage of ofpaities as they arise."”

Conference Call and Web site Information Level B old a conference call to discuss the compasstond quarter results at 10:00 a.m.
Eastern Time today. To join the call, please di&t-288-0329. A live broadcast of the call can &lsdeard on Level 3's Web site at
www.level3.com. An audio replay of the call will becessible on the company's Web site or by di@2@3365-3844; access code 786218.
An archived webcast of the second quarter confereatt together with the press release, finant@ements, historical financial supplement
and non-GAAP reconciliations may also be accesseavav.level3.com.
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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 dial-up service to I8Psorth America and is the primary
provider of Internet connectivity for millions ofdmdband subscribers, through its cable and DSin@ea. The company offers a wide range
of communications services over its 23,000-mileglditiand fiber optic network including Internet Pautio(IP) services, broadband transport
and infrastructure services, colocation serviced,@atented softswitch managed modem and voicécesnits Web address is
www.Level3.com.

The company offers information services throughsitesidiaries, Software Spectrum and (i)Structiioe.additional information, visit their
respective Web sites at www.softwarespectrum.cotrvamw.i-structure.com.

The Level 3 logo is a registered service mark ofdl@ Communications, Inc. in the United States/@ndther countries. Level 3 services are
offered by wholly owned subsidiaries of Level 3 Gomnications, Inc.

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 Bdwes that its primary risk factors include, beg aot limited to: developing new products
and services that meet customer demands and gereaptable margins; increasing the volume dii¢rah Level 3's network; overcoming
the softness in the economy given its dispropoatiereffect on the telecommunications industry;graéng strategic acquisitions; attracting
and retaining qualified management and other paedpsuccessfully completing commercial testingnedv technology and information
systems to support new products and services,dimguoice transmission services; ability to mdkebhthe terms and conditions of our debt
obligations; overcoming Software Spectrum's rekaon financial incentives, volume discounts andkaiimg funds from software publishe
reducing downward pressure of Software Spectruralgims as a result of the use of volume licensimdjrmaintenance agreements; and
reducing rate of price compression on certain ef@ompany's existing transport and IP servicesitiddel information concerning these and
other important factors can be found within LevslfBings with the Securities and Exchange ComiissStatements in this release should
be evaluated in light of these important factors.



1) Non-GAAP Metrics Pursuant to Regulation G, tbenpany is hereby providing a reconciliation of T8AAP financial metrics to 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 Consolidated Adjusted OIBDA, commigations gross margin, Communications Adjusted@Bnargin, unlevered cash
flow and consolidated free cash flow. The followiggonciliations of these non-GAAP financial metrio GAAP include forward-looking
statements with respect to the information ideadifas a projection. Level 3 has made a numbersohgstions in preparing our projections,
including assumptions as to the components of Gi@metrics. These assumptions, including dolfapants of the various components that
comprise a financial metric, may or may not pravéé¢ correct. We caution you that these forwardkitop statements are only predictions,
which are subject to risks and uncertainties incilgdechnological uncertainty, financial variatipghanges in the regulatory environment,
industry growth and trend predictions. Please Beedmpany's Annual Report on FormK.@er a description of these risks and uncertag

In order to provide projections with respect to +®AAP measures, we are required to indicate a remg@AAP measures that are
components of the reconciliation of the non-GAARniaeThe provision of these ranges is in no wayamdo indicate that the company is
explicitly or implicitly providing projections orhbse GAAP components of the reconciliation. In otdeeconcile the non-GAAP financial
metric to GAAP, the company has to use rangesh®GAAP components that arithmetically add up tortbnGAAP financial metric. Whili
the company feels reasonably comfortable aboupttbjections for its nolGAAP financial metrics, it fully expects that trenges used for tt
GAAP components will vary from actual results. Wi wonsider our projections of non-GAAP financraktrics to be accurate if the specific
non-GAAP metric is met or exceeded, even if the ®Addmponents of the reconciliation are differeatrfrthose provided in an earlier
reconciliation.

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

Cost of Revenue for the communications businedades leased capacity, right-of-way costs, acckasges and other third party circuit
costs directly attributable to the network, as waslicosts of assets sold pursuant to sales-typede@ommunications Gross Margin (%) is
defined as communications gross margin ($) divilledommunications revenue. Management believestimmunications gross margin i
relevant metric to provide to investors, as it imetric that management uses to measure the margilable to the company after it pays tt
party network services costs; in essence, a meastine efficiency of the company's network.

COMMUNICATIONS GROSS MARGIN ($ in millions)

Q105 Q205
Communications Revenue $510 $371
Communications Cost of Revenue $116 $110
Communications Gross Margin ($) $394 $261
Communications Gross Margin (%) 7% 70%
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Consolidated Adjusted OIBDA is defined as operatimgme from the consolidated condensed statenoéimigerations, plus depreciation ¢
amortization plus non-cash impairment charges ptuscash stock compensation expense.

Communications Adjusted OIBDA Margin is defined@smmunications Adjusted OIBDA divided by communicas revenue.

Management believes that Consolidated Adjusted @IBBd Communications Adjusted OIBDA Margins arewaint and useful metrics to
provide to investors, as they are an important gitthe company's internal reporting and are intdicaof profitability and operating
performance, especially in a capital-intensive stdusuch as telecommunications. Management aks® @ensolidated Adjusted OIBDA and
Communications Adjusted OIBDA Margins to compare tompany's performance to that of its competitdonsolidated Adjusted OIBDA
excludes non-cash impairment charges and non-task compensation expense due to the company'siaday the expense recognition
provisions of SFAS No. 123. Additionally, Consolidd Adjusted OIBDA excludes interest expense andrire tax expense and other
gains/losses not included in operating income. #dioly these items eliminates the expenses assdeidtte the company's capitalization and
tax structures. Consolidated Adjusted OIBDA exchidepreciation and amortization expense in ordelitainate the impact of capital
investments which management believes should beated through consolidated free cash flow.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witimparing companies that use similar
performance measures whose calculations may ditier the company's calculations. Additionally, tfirancial measure does not include
certain significant items such as depreciationamdrtization, interest expense and non-cash imgaiticharges. Consolidated Adjusted
OIBDA and Communications Adjusted OIBDA Margin skebuot be considered a substitute for other measafréinancial performance
reported in accordance with GAAP.

Consolidated Adjusted OIBDA

Three Months Ended June 30, 2005 Communications Information Con-

(% in millions) Services Other solidated
Net Earnings/(Loss) ($205) $8 $9 ($188)
Income Tax (Benefit)/Expense - $1 $2 $3
Plus Other (Income)/Expense $119 $1 - $120
Operating Income/(Loss) ($86) $10 $11 ($65)
Plus Non-Cash Impairment Charge $4 - -- $4
Plus Depreciation and Amortization Expense $161 $4 $1 $166
Plus Non-Cash Stock Compensation Expense $9 $1 - $10
Consolidated Adjusted OIBDA $88 $15 $12 $115
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Consolidated Adjusted OIBDA

Three Months Ended March 31, 2005

($ in millions)

Net Earnings/(Loss)

Income Tax (Benefit)/Expense

Plus Other (Income)/Expense

Operating Income/(Loss)

Plus Depreciation and Amortization Expense
Plus Non-Cash Stock Compensation Expense
Consolidated Adjusted OIBDA

Consolidated Adjusted OIBDA

Three Months Ended June 30, 2004

(% in millions)

Net Earnings/(Loss)

Income Tax (Benefit)/Expense

Plus Other (Income)/Expense

Operating Income/(Loss)

Plus Depreciation and Amortization Expense
Plus Non-Cash Stock Compensation Expense
Consolidated Adjusted OIBDA

Communications Information

($79)

$105
$26

$165
$10

$201

Services
$1

$1
$5

$1
$7

Other
$1

“(s1)

Communications Information

($66)

($33)
($99)
$169
$9
$79

Communications Adjusted OIBDA Margin

(% in millions) Q105
Communications Revenue $510
Communications Adjusted OIBDA $201
Communications Adjusted OIBDA Margin 39%

Projected Consolidated Adjusted OIBDA
Three Months Ended September 30, 2005
(% in millions)

Lo
Net Earnings/(Loss) ($2
Plus Other (Income)/Expense $1
Operating Income/(Loss) (%1
Plus Depreciation and Amortization Expense $1
Plus Non-Cash Stock Compensation Expense $1
Consolidated Adjusted OIBDA $7

10

Services
$1
$1
$1
$3
$7
$1
$11

25)

00)
65

Other
$2
$1
$3
$1

$4

Q205

$371
$88

24%

Consolidated

Range

High
($210)
$130
($80)
$165
$10
$95

Con-
solidated
($77)

$104
$27

$171
$11

$209

Con-
solidated
($63)
$1
($31)
($93)
$177
$10
$94



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 intpeddt less interest income all as disclosed ircthesolidated statements of cash flows o
consolidated condensed statements of operationsaganent believes that Unlevered Cash Flow isexaet metric to provide to investors,
as it is an indicator of the operational strengttl performance of the company and, measured awet firovides management and investors
with a sense of the growth pattern of the business.

There are material limitations to using Unlevere$iCFlow to measure the company against some ofitpetitors as it excludes certain
material items such as cash spent on merger anisét@n activity and interest expense. Level 3slnet currently pay a significant amount
of income taxes due to net operating losses, amefibre, generates higher cash flow than a comfgabaisiness that does pay income taxes.
Additionally, this financial measure is subjectriability quarter over quarter as a result oftineng of payments related to accounts
receivable and accounts payable. Unlevered Cash $ould not be used as a substitute for net changgsh and cash equivalents on the
consolidated statements of cash flows.

Consolidated Free Cash Flow is defined as netgashided by (used in) operating activities lessitedexpenditures offset by release of
capital expenditure accruals as disclosed in tinsaalated statements of cash flows. Managemeigvas that Consolidated Free Cash Flow
is a relevant metric to provide to investors, as én indicator of the company's ability to getei@ash to service its debt. Consolidated Free
Cash Flow excludes cash used for acquisitionsiocipal repayments.

There are material limitations to using Consolidaeee Cash Flow to measure the company againg ebits competitors as Level 3 does
not currently pay a significant amount of incomeetdue to net operating losses, and thereforerges higher cash flow than a comparable
business that does pay income taxes. Additiontllig,financial measure is subject to variabilityacer over quarter as a result of the timin
payments related to accounts receivable and acepagtble. This financial measure should not bd ase substitute for net change in cash
and cash equivalents on the consolidated stateroéné&sh flows.

UNLEVERED CASH FLOW AND CONSOLIDATED FREE CASH FLOW

Three Months Ended June 30, 2005 Consolidated Free

(% in millions) Unlever ed Cash Flow Cash Flow
Net Cash Used In Continuing Operations ($11) ($11)

Gross Capital Expenditures ($88) ($88)
Release of Capital Expenditure Accruals $3 $3

Cash Interest Paid $109 N/A
Interest Income ($10) N/A

Total $3 ($96)
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Three Months Ended March 31, 2005

($ in millions) Unlever
Net Cash Used In Operating Activities
Gross Capital Expenditures

Release of Capital Expenditure Accruals
Cash Interest Paid

Interest Income

Total

PROJECTED CONSOLIDATED FREE CASH FLOW
Twelve Months Ended December 31, 2005
($ in millions)

Net Cash (Used In)/Provided By Operating Activities
Capital Expenditures, net
Total

UNLEVERED CASH FLOW AND CONSOLIDATED FREE CASH FLOW

12

Consolidated Free
Cash Flow

ed Cash Flow
($66) ($66)
($61) ($61)
$78 N/A
($4) N/A
($53) ($127)

Consolidated

Range
Low High
($120) ($65)
($260) ($285)
($380) ($350)



LEVEL 3 COMMUNICATIONS, INC. AND
Consolidated Condensed Statements
(unaudited)

(dollars in millions, except per share data)

Revenue:
Communications
Information Services
Other

Total Revenue
Costs and Expenses:

Cost of Revenue

Depreciation and Amortization

Selling, General and Administrative, including n
compensation of $10, $11 and $10, respectively

Restructuring Charges, including non-cash impair
charges of $4, $- and $-, respectively

Total Costs and Expenses

Operating Income (Loss)
Other Income (Loss), net:
Interest Income
Interest Expense
Other Income

Other Income (Loss)

Loss Before Income Taxes

Income Tax Expense

Net Loss

Basic Loss per Share:
Net Loss

Weighted Average Shares Outstanding (in thousands):

Basic

SUBSIDIARIES
of Operations

Three Months End

June 30, March 31,
2005 2005
$371 $510
520 483
19 17
910 1,010
588 571
166 171
on-cash
217 226
ment
4 15
975 983
(65) 27
10 4
(139) (114
9 6
(120) (104
(185) (77
(3) -
$ (188) $ (77
$(0.27) $(0.11
695,533 690,214
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LEVEL 3 COMMUNICATIONS, INC. A
Consolidated Condensed Bal
(unaudited)

(dollars in millions)

Assets

Current Assets:
Cash and cash equivalents
Marketable securities
Restricted securities
Accounts receivable, less allowances of $22, $
Other

Total Current Assets

Property, Plant and Equipment, net

Marketable Securities

Restricted Securities

Intangibles, net and Goodwill

Other Assets, net

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

Stockholders' Deficit

ND SUBSIDIARIES
ance Sheets

June 30,
2005

$ 448
329
27
23 and $23, respectively
132
1,480
5,158
506
70

421
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Marc h 31, December 31,
2 005 2004
$ 336 $443
290 225
42 48
544 437 545
117 141
1,222 1,402
5,277 5,408
- 114
70 67
438 457
92 96
$ 7,099 $ 7,544
$ 481 $614
119 144
67 82
88 73
184 255
116 134
1,055 1,302
5,073 5,067
731 840
477 492
(237) (157)
$ 7,099 $ 7,544




LEVEL 3 COMMUNICATIONS, INC.
Consolidated Statements
(unaudited)

(dollars in millions)
Cash Flows from Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash u
Depreciation and amortization
Non-cash impairment expenses
Gain on sale of property, plant and equipmen
Gain on debt extinguishments, net
Non-cash compensation expense attributable t
Deferred revenue
Amortization of debt issuance costs
Accreted interest on discount debt
Accrued interest on long-term debt
Changes in working capital items net of amou
Receivables
Other current assets
Payables
Other current liabilities
Other

Net Cash Used in Operating Activities
Cash Flows from Investing Activities:
Capital expenditures
Proceeds from sale of property, plant and equip
Proceeds from sale and maturity of marketable s
Purchase of marketable securities
Decrease (increase) in restricted cash and secu
ICG acquisition
Investments
Net Cash Used in Investing Activities
Cash Flows from Financing Activities:
Long-term debt borrowings, net of issuance cost
Purchases and payments on long-term debt, inclu
Net Cash Provided by (Used in) Financing Activities

Effect of Exchange Rates on Cash

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

Supplemental Disclosure of Cash Flow Information:
Cash interest paid

Total Cash, Current Marketable Securities and Noncu

AND SUBSIDIARIES
of Cash Flows

Three Months Ended
June 30, Mar ch 31, June 30,
2005 2 005 2004
$(188) $(77) $ (63)
sed in operating activities:
166 171 177
4 - -
t, and other assets 1) Q) 2)
_ - (147)
o stock awards 10 11 10
5 (174) 1
4 4 4
6 17 18
20 15 (31)
nts acquired:
(114) 100 (46)
(11) 22 (8)
102 (127) 52
(2 (24) (8
(12) ®3) @
(11) (66) (45)
(85) (61) (64)
ment 3 1 7
ecurities 100 50 -
(648) - (410)
rities, net 2 1) 4)
- - (25)
(10) - -
(638) (11) (496)
S 877 - -
ding current portion (105) (25) (75)
772 (25) (75)
(11) (5) 2
112 (107) (614)
336 443 1,161
$ 448 $ 336 $ 547
$ 109 $78 $ 127
rrent Marketable Securities $1,283 $ 626 $ 957
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