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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

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

Date of Report (Date of earliest event reporteditober 23, 2008

Level 3 Communications, Inc.

(Exact name of Registrant as specified in its @nart

Delaware 0-15658 47-0210602
(State or othe (Commission File (IRS employel
jurisdiction of incorporation Number) Identification No.)
1025 Eldorado Blvd., Broomfield, Colorada 80021
(Address of principal executive office (Zip code)

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

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

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

O Written communications pursuant to Rule 488er the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14aut@ier the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuaRtte 14d-2(b) under the Exchange Act (17 CFR 2402())
O

Pre-commencement communications pursuaRute 13e-4(c) under the Exchange Act (17 CFR 2494(3))




Iltem 2.02. Results of Operations and Financial Catition

On October 23, 2008, Level 3 Communications, Iflcevel 3”) issued a press release relating to, agnather things, third quarter 2008
financial results, including certain full year 2088d 2009 financial projections. This press relés$arnished as Exhibit 99.1 to this Form 8-K
and incorporated by reference as if set forth ih Tthe furnishing of this information shall not beemed an admission as to the materiality of
the information included in this Form 8-K. Thisanfation is not filed but is furnished to the Séites and Exchange Commission pursuant to
Item 2.02 of Form 8-K.

Item 9.01. Financial Statements and Exhibits

(@) Financial Statements of Business Acquired
None

(b) Pro Forma Financial Information
None

(c) Shell Company Transactions
None

(d) Exhibits

99.1 Press Release dated October 23, 2008, relatirgrtong other things, third quarter 2008 financialits, including certain
full year 2008 and 2009 financial projections.
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Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed on its ber
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By: /s/ Neil J. Ecksteil
Neil J. Eckstein, Senior Vice Presidt

Date: October 23, 2008




Exhibit 99.1
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Jeff Battche! Valerie Finberc
72(-88¢-3288 72(-88¢-2501

Level 3 Reports Third Quarter 2008 Results

Financial and Business Highlights

e  Consolidated Revenue of $1.07 billion

*  Net Loss of $120 million, or $0.08 per share

e Consolidated Adjusted EBITDA of $255 million

e Communications Adjusted EBITDA of $257 million

e Communications Adjusted EBITDA margin expansior2404 percent from 20.6 percent in the year eanjigrter
»  Company reduces outstanding debt by $179 milliocBéptember and October

BROOMFIELD , Colo., October 23, 2008 —Level 3 Communications, Inc. (NASDAQ: LVLT) todagported third quarter results.
Consolidated revenue was $1.07 billion for thedtlijuarter 2008, compared to $1.06 billion for thieck quarter 2007. Second quarter 2008
consolidated revenue was $1.09 billion.

“Our operating results for the quarter show thetioming margin expansion and growth in ConsolidaAe§lsted EBITDA,”said James Crow
president and CEO of Level 3. “Our year over yegsrovements were achieved through Core Communitaervices revenue growth and
our continued disciplined approach to cost managémend despite the current economic environmesmtpelieve that our extensive fiber
based network and full suite of services positiswell to attract additional market share.”

Consolidated Adjusted EBITDA(a) was $255 milliontire third quarter 2008, a 19 percent increase $8&b million for the third quarter
2007, or a 21 percent increase from $210 million




on a Normalized Basis (see Note below). Cons@itidtdjusted EBITDA for the second quarter 2008 251 million, or $237 million on a
Normalized Basis

The net loss for the third quarter 2008 was $120anj or $0.08 per share, compared to a net I6§1@4 million, or $0.11 per share for the
third quarter 2007. For the second quarter 20@8n#t loss was $33 million, or $0.02 per sharectviricluded a $96 million, or $0.06 per
share gain on the sale of the company’s Vyvx Adsieig Distribution business.

Third Quarter 2008 Financial Results

Normalized
Third Quarter
Metric Third Quarter Third Quarter 2007
($ in millions) 2008 Results 2007 Results Results(3)(4)
Core Communications Services Reve $ 964 $ 90¢ $ 89¢
Other Communications Services Revenu $ 90 $ 134 $ 134
Total Communications Reven $ 1,05¢ $ 1,04: $ 1,03¢
Other Revenu $ 16 $ 18 $ 18
Total Consolidated Reveni $ 1,07( $ 1,061 $ 1,051
Consolidated Adjusted EBITDA(2)(3) $ 258 % 21t % 21C
Capital Expenditure $ 12: % 15E N/A
Unlevered Cash Flow(: $ 124 % 76 N/A
Free Cash Flow(z $ 4 $ (54) N/A
Communications Gross Margin( 59.7% 58.(% 57.8%
Communications Adjusted EBITDA Margin( 24.2% 20.6% 20.2%

(1) Other Communications Revenue also includes revpraxgously reported as SBC Contract Services rese

(2) Consolidated Adjusted EBITDA for the third quarB®08 excludes $18 million in n-cash compensation expense and inclh
$2 million of cash restructuring charges. ConsaédaAdjusted EBITDA for the third quarter 2007 exdds $24 million in non-
cash compensation expense and includes $1 milficagh restructuring charge

(3) See schedule of n-GAAP metrics for definition and reconciliation toAGP measures

(4)  Excludes results of Vyvx Advertising Distributiomdiness and the $12 million of deferred revenuegeized as revenue during
the second quarter 2008 that should have beenmzsatjas revenue in prior yea

Note: For purposes of this press rele“on a Normalized Basis” means reported prior perexllts after subtracting $12 million of deferred
revenue that was recognized as revenue in the depa@rter 2008 that should have been recognizegvasue in prior years and the results of
the Vyvx Advertising Distribution business, whictasvsold on June 5, 2008.

Communications Business Results

Revenue

Total Communications revenue for the third qua2@®8 was $1.05 billion, compared to $1.04 billiarthe third quarter 2007 and $1.07 bill
in the second quarter 2008.

Core Communications Services

Core Communications Services revenue, which ind@ere Network Services and Wholesale Voice Sesyiwas $964 million in the third
quarter 2008, a 6 percent increase over $909 milfiche third quarter 2007, or $899 million on arhalized Basis. Core Communications
Services revenue was $972 million in the secondtgqua008, or $954 million on a Normalized Basis.
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Core Network Services revenue was $791 milliorhthird quarter 2008, compared to $756 milliothi@ third quarter 2007 and $797 million
in the second quarter 2008, or $746 million and%Tiflion on a Normalized Basis for the third quar2007 and the second quarter 2008,
respectively.

Wholesale Voice Services revenue in the third qu&2008 was $173 million compared to $153 millinritie third quarter 2007 and $175
million in the second quarter 2008.

On a Normalized Basis, third quarter 2008 Core Cominations Services revenue grew 7 percent compartee third quarter 2007 and Core
Network Services revenue grew 6 percent from tird tfuarter 2007. The year over year Core Netwaikiges growth reflects ongoit
demand from our European customers, wireless cardgentent providers, and regional U.S. carriers.

Normalized
Third Third Normalized

Metric Quarter 2008 Quarter 2007 Percent Second Quarter Percent
($ in millions) Results Results(1) Change 2008 Results(1) Change

Core Network Service $ 791 $ 74¢€ 6% $ 77¢ 2%

Wholesale Voice Service $ 17¢  $ 15¢ 13% $ 17k ()%
Total Core Communications Servic $ 964 $ 89¢ 7% $ 954 1%
Other Communications Reven $ QN 3 134 (33)%n $ 10C (10)%
Total Communications Reven $ 1,052 $ 1,03¢ 2% $ 1,05¢ —
Consolidated Adjusted EBITD. $ 258 % 21C 21% $ 237 8%

1)

the second quarter 2008 that should have beenmizsatas revenue in prior yea

Core Communications Services revenue by marketponwas:

Percent of Third

Excludes results of Vyvx Advertising Distributiomdiness and the $12 million of deferred revenuegeized as revenue duril

Quarter Total Normalized Normalized
Third Core Third Quarter Second

Core Communications Services Revenue Quarter Communications 2007 Quarter 2008

($ in millions) 2008 Services Revenue Results(1) Results(1)
Wholesale Markets Grot $ 53¢ 56% $ 50¢€ $ 537
Business Markets Grot $ 241 25% $ 24C  $ 24C
Content Markets Grou $ 98 10% $ 86 $ 94
European Markets Grot $ 86 9% $ 67 $ 83
Total Core Communications Services Revenu $ 964 100% $ 89¢ $% 954

)

the second quarter 2008 that should have beenmzsatjas revenue in prior yea
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Core Network Services revenue and growth by magkaip was:

Third Normalized Normalized
Quarter Third Second
Core Network Services Revenue 2008 Quarter 2007 Percent Quarter 2008 Percent
($ in millions) Results Results(1) Change Results(1) Change
Wholesale Markets Grot $ 38z $ 365 5% $ 377 1%
Business Markets Grot $ 23t 3 23€ —  $ 23t —
Content Markets Grou $ 97 $ 85 14% $ 93 4%
European Markets Grot $ 77 $ 60 28% $ 74 4%
Total Core Network Services Revenu $ 791 $ 74€ 6% $ 77¢ 2%

(1) Excludes results of Vyvx Advertising Distributiom$iness and the $12 million of deferred revenuegeized as revenue during
the second quarter 2008 that should have beenmzeabas revenue in prior yea

Other Communications Services

For periods prior to third quarter 2008, Other Caminations Services revenue and SBC Contract Sesvivenue were reported separately.
During the second quarter 2008, the gross margmuitment on the SBC agreement was satisfied, and,rasult, beginning with the third
quarter 2008, the company is including SBC Contgsvices revenue in Other Communications Servieesnue. Now combined, Other
Communications Service revenue declined 33 pefnahe third quarter 2008 to $90 million, compated134 million in the third quarter
2007. Other Communications Services revenue wa8 §iilion in the second quarter 2008.

Deferred Revenue

Communications deferred revenue was $910 milliatheend of the third quarter 2008, compared t®@3$88lion at the end of the third quar!
2007. Deferred revenue at the end of the secondeyu008 was $932 million. The decrease of $2Z&anilffrom the second quarter was
primarily a result of the effects of foreign curcgrand amortization in excess of new deferred regaransactions during the third quarter
2008.

Cost of Revenue

Communications cost of revenue for the third que2@®8 was $425 million versus $438 million in thed quarter 2007. Cost of revenue was
$442 million in the second quarter 2008.

Communications Gross Margin was $629 million, of758ercent in the third quarter 2008, compareds@b$illion, or 58.0 percent in the
third quarter 2007. For the second quarter 2008)@onications Gross Margin was $630 million or 58s8cent.

Selling, General and Administrative (SG&A) Expense

Communications SG&A expense, including non-cashpemsation expense, was $388 million for the thirdrter 2008, versus $413 million
for the third quarter 2007 and $393 million for gexond quarter 2008. Communications SG&A inclutescash compensation expense of
$18 million, $24 million, and $20 million for théitd quarter 2008, third quarter 2007 and secoradtgu2008, respectively.
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Excluding non-cash compensation expense, CommiomsaBG&A was $370 million in the third quarter 30@ 5 percent reduction compared
to $389 million in the third quarter 2007. Commuations SG&A, excluding non-cash compensation, va&33%nillion in the second quarter
2008.

Adjusted EBITDA
Adjusted EBITDA for the communications business $a57 million for the third quarter 2008, a 20 mertincrease compared to $215 mill
for the third quarter 2007, or $210 million on arMalized Basis. Second quarter 2008 Communica#atjssted EBITDA was $253 million,

or $239 million on a Normalized Basis.

Communications Adjusted EBITDA margin was 24.4 petdn the third quarter 2008, versus 20.6 periretite third quarter 2007, or 20.3
percent on a Normalized Basis and 23.6 perceteiptevious quarter, or 22.7 percent on a Normaliasis.

Communications Adjusted EBITDA excludes non-castmpensation expense and includes severance andctesimg charges related to
integration activities of $2 million, $1 million drs4 million for the third quarter 2008, third qtear2007 and second quarter 2008, respecti

Liquidity and Debt Maturities

During the third quarter 2008, Unlevered Cash Fleas $124 million, versus $76 million in the thirdagter 2007 and $126 million for the
previous quarter. Consolidated Free Cash Flowherthird quarter 2008 was negative $4 million, usmsegative $54 million for the third
quarter 2007 and positive $4 million for the secqndrter 2008.

During the third quarter 2008, Level 3 acquiredragpnately $39 million aggregate principal amouhite 6% convertible subordinated notes
due 2009 and approximately $32 million aggregatecfpal amount of its 6% convertible subordinatetes due 2010, for approximately $68
million, plus accrued and unpaid interest. The canyprecognized a gain of $3 million in the thirdager associated with these transactions.
This activity will result in an annualized net casterest expense savings of approximately $3 omilli

As of September 30, 2008, the company had appraglyn@587 million of unrestricted cash and markbgaecurities.

Subsequent to the end of the third quarter 200B8reasously announced, Level 3 entered into excharansactions with several institutional
holders of certain of Level 8'convertible senior notes and convertible subaitdith notes. A total of $108 million aggregate gpatamount o
convertible debt was exchanged for approximatelg 47llion shares of Level 3's common stock. Thaaasactions will result in an
annualized net cash interest expense savings obxipmtely $7 million. In total, the company issueggproximately 47.6 million shares in lieu
of $126 million of cash principal and future neskanterest payments. In the fourth quarter 2008 company expects to recognize a $44
million loss in Other Income (Expense) associatétl these exchange transactions.

On a pro forma basis after giving effect to thesehange transactions, the company had approxim@€e66 billion of debt outstanding at
September 30, 2008.




Project Unity Status

Project planning and development for Project Urtlg, company'’s integrated process and system®piatbegan in the fourth quarter 2006
and system releases commenced in the third qu00at. Progress continued during the third quai®®82as expected.

Business Outlook

Effect of Macroeconomic Environment

Recently, Level 3 has seen some effects of thertaioty in the financial markets and the broademeeny. The effect has varied by market
group.

*«  The Wholesale Markets Group has seen a lengthefisgles cycles. However, the company has seeadsed sales interest as
certain large customers express heightened interesirchasing more cost effective local and regidransport services, particularly
local and regional connectivity to and between rgofivitching centers, enterprise buildings and otfafic aggregation points.

*  The Business Markets Group has also experienceti@rgl lengthening of sales cycles across sevegatents. The company has
reviewed its exposure to distressed financial sesvinstitutions and the company has not expergeang material negative effects
from customers in this market segment.

«  The Content Markets Group has experienced a decimeasles to certain media and entertainment corepavho may be dependent
on external financing sources. At the same time cttmpany has seen increased sales activity araogey Imedia, entertainment and
sports enterprises who seek to make more contaiiable online.

* To date, the European Markets Group has not seesfféict of the macroeconomic environment on saiéigity.

“More generally, on a consolidated basis, we haxeerperienced increased churn, bad debt, or rebkig aging,” said Crowe. “However, we
continue to closely monitor these metrics, partidylamong lower credit quality customers.”

Guidance Update

“Over the course of this year, we have continuegrtov our core revenues, increase ConsolidatedAefUEBITDA, expand our margins, and
improve Free Cash Flow performance,” said Suni¢lPakecutive vice president and CFO of Level 3s e approach the end of 2008, we are
narrowing and adjusting our previous guidance rarige2008. We now expect Core Communications esvievenue to grow approximately
7.5 percent from 2007 to 2008 when revenue fromihex Advertising Distribution business is excludied both periods. We are narrowing
our range for 2008 Consolidated Adjusted EBITDAdguice to $980 million to $1.0 billion, which is it our previously issued guidance of
$950 million to $1.1 billion.”




“In the fourth quarter 2008, we expect to see cu@d growth in both Core Communications Servicesmae and Consolidated Adjusted
EBITDA, as well as positive Free Cash Flow perfoncen As we have said previously, we expect to lee Exash Flow positive for the second
half of 2008 in the aggregate and for the full y2@®9.”

Recently, Level 3 completed several liability masagnt transactions, reducing its outstanding mtaarby $179 million, and reducing net
cash interest expense by approximately $10 miliioran annualized basis. The company will contiluleet opportunistic in its approach to
liability management. As previously discussed,dbmpany remains confident that it has sufficiershcan hand to repay the remaining $305
million of September 2009 maturities.

Summary

“These are uncertain times for both businessegratididuals,” said Crowe. “However, our company arsdemployees have experienced other
periods of uncertainty, particularly during theetdmmunications market disruption earlier this deca

“And, today, we believe both the industry envirommand our own position are much stronger. Thesthguricing and demand environment
is far better today than it was at the beginninthefdecade. We have a large, growing and divedsitvenue base. We have the right products
and services with strong operating margins. Andstimaportantly, we have rapidly improving Free C&ébw.”

Conference Call and Web Site Information

Level 3 will hold a conference call to discuss toenpany’s third quarter results at 10 a.m. EDT yod#e call will be broadcast live on Level
3’'s Web site at www.Level3.com. If you are unalilgdin the call via the Web, you may access theate888-240-9299 or 913-312-1237.

The call will be archived and available on Leved 8Veb site at http:/Ivit.client.shareholder.conelets.cfm or you may access an audio replay
until 12:00 a.m. EDT on Sunday, November 2, byidiaB88-203-1112 or 719-457-0820 access code 43688 additional information
please call 720-888-2502.

The company will post an investor presentation hummarizes the financial and operational progi@sthe third quarter 2008 on its Web site
at http://lvit.client.shareholder.com/index.cfm

About Level 3 Communications

Level 3 Communications, Inc. (NASDAQ: LVLT) is aléing international provider of fiber-based comneations services. Enterprise,
content, wholesale and government customers relyeorl 3 to deliver communications services withradustry-leading combination of
scalability and quality, over an end-to-end fibetwork. Level 3 offers a portfolio of metro and ¢phaul services over an end-to-end fiber
network, including transport, data, internet, cohtdelivery and voice. For more information, visivw.Level3.com.

Level 3 Communications, Level 3, the red 3D bracket the Level 3 Communications logo are registservice marks of Level
Communications, LLC and/or its affiliates in theitéd States and/or other countries. Level 3 ses/ae provided by wholly owned
subsidiaries of Level 3 Communications, Inc. Ameoservice, product or company names recited heas trademarks or service marks of
their respective owners.




Forward-Looking Statement

Some of the statements made in this press releaderavard looking in nature. These statementskaged on management’s current
expectations or beliefs. These forward lookingestants are not a guarantee of performance and @gst to a number of uncertainties and
other factors, many of which are outside Levelc@strol, which could cause actual events to diffexterially from those expressed or implied
by the statements. The most important factorsabakd prevent Level 3 from achieving its statedig@zclude, but are not limited to the
company'’s ability to: successfully integrate acgioss; increase the volume of traffic on the natwyalefend intellectual property and
proprietary rights; develop new products and sesgithat meet customer demands and generate acteptabgins; successfully comple
commercial testing of new technology and infornraigstems to support new products and servicasicatind retain qualified management
and other personnel; and meet all of the terms @mtlitions of debt obligations. Additional inforrmat concerning these and other important
factors can be found within Leve's filings with the Securities and Exchange CominissStatements in this press release should bleiztesl

in light of these important factors. Level 3 is ando obligation to, and expressly disclaims anghsabligation to, update or alter its forward-
looking statements, whether as a result of newnmétion, future events, or otherwise.

-30-
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(a) Non-GAAP Metrics

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

The Company provides projections that include n@tAB metrics that the Company deems relevant to gemeant and investors including a
reconciliation of the non-GAAP financial metrics@AAP that includes forwartboking statements with respect to the informataemtified a:
a projection. Level 3 has made a number of assempin preparing our projections, including assuomst as to the components of financial
metrics. These assumptions, including dollar ameohthe various components that comprise a firsdmeetric, may or may not prove to be
correct. We caution you that these forward-loolstegements are only projections, which are sultgedsks and uncertainties including
technological uncertainty, financial variationsaoges in the regulatory environment, industry groartd trend predictions. Please see the
Company’s Annual Report on Form 10-K for a des@ipbf these risks and uncertainties.

In order to provide projections with respect to #®AAP metrics, we are required to indicate a raiogeésAAP measures that are components
of the reconciliation of the non-GAAP metric. Theyision of these ranges is in no way meant todaigi that the Company is explicitly or
implicitly providing projections on those GAAP cooments of the reconciliation. In order to recontile non-GAAP financial metric to
GAAP, the Company has to use ranges for the GAARpaments that arithmetically add up to the non-GAiBncial metric. While the
Company feels reasonably comfortable about theeptioins for its non-GAAP financial metrics, it fulkkxpects that the ranges used for the
GAAP components will vary from actual results. Wl 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.

Consolidated Revenue on a Normalized Basis defined as total revenue from the Condensed @idiased Statements of Operations less the
benefit of deferred revenue recognized in the se:cprarter of 2008 that should have been recognizpdor years and less Vyvx advertising
distribution business revenue.

Communications Revenue on a Normalized Basis defined as communications revenue from the Cosef Consolidated Statements of
Operations less the benefit of deferred revenuegrdzed in the second quarter of 2008 that shoale: bbeen recognized in prior years and less
Vyvx advertising distribution business revenue.

Core Communications Services Revenue on a Normalizdasisincludes core network services revenue and whaaszite services
revenue less the benefit of deferred revenue rezedin the second quarter of 2008 that should h&en recognized in prior years and less
Vyvx advertising distribution business revenue.

Core Network Services Revenue on a Normalized Basigludes revenue from transport and infrastructifegnd data services, local and
enterprise voice services and Level 3 Vyvx broatsasvices less the benefit of deferred revenuegrized in the second quarter of 2008
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that should have been recognized in prior yeardesglVyvx advertising distribution business revenu

Revenue Metrics

Q2 2008

Deferred Revenue On a Normalized

($ in millions) Q2 2008 Basis

Core Network Services Reven

Wholesale Markets Grot 38¢ — 11 $ 377
Business Markets Grot 23€ — D 23t
Content Markets Grou 99 (6) — 93
European Markets Grot 74 — — 74
Total Core Network Services Revenu 797 (6) (12) 77¢
Wholesale Voice Services Rever

Wholesale Markets Grot 16C — — 16C
Business Markets Grot 5 — — 5
Content Markets Grou 1 — — 1
European Markets Grot 9 — — 9
Total Wholesale Voice Services Revent 17t — — 17&
Core Communication Services Rever

Wholesale Markets Grot 54¢ — (11) 537
Business Markets Grot 241 — Q) 24C
Content Markets Grou 10C (6) — 94
European Markets Group 83 — — 83
Total Core Communication Services Revenu 972 (6) (12) 954
Other Communications Revenue 10C — — 10C
Total Communications Revenue 1,072 (6) (12) 1,05¢
Other Revenue 18 — — 18
Total Consolidated Revenue 1,09( (6) (12) $ 1,07z
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Vyvx

Advertising Q3 2007
Revenue Metrics Distribution On a Normalized
($ in millions) Q3 2007 Services Basis
Core Network Services Reven
Wholesale Markets Grot $ 36E —  $ 36E
Business Markets Grot 23€ — 23€
Content Markets Grou 95 (20 85
European Markets Group 60 — 60
Total Core Network Services Revenu 75€ (20) 74¢€
Wholesale Voice Services Rever
Wholesale Markets Grot 141 — 141
Business Markets Grot 4 — 4
Content Markets Grou 1 — 1
European Markets Group 7 — 7
Total Wholesale Voice Services Revent 15z — 152
Core Communication Services Rever
Wholesale Markets Grot 50¢ — 50¢
Business Markets Grot 24C — 24C
Content Markets Grou 96 (20 86
European Markets Group 67 — 67
Total Core Communication Services Revenu 90¢ (20) 89¢
Other Communications Reven 134 — 134
Total Communications Revenue 1,04: (20 1,03
Other Revenu 18 — 18
Total Consolidated Revenue $ 1,061 (100 $ 1,051
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Revenue Metrics

($ in millions) Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q3 2008

Consolidated revenue $ 1,061 $ 1,10C $ 1,092 $ 1,09C $ 1,07(C
Vyvx Advertising Distribution revenu (10 (11 (9) (6) —
Benefit of deferred revenue adjustm — — — (12) —
Consolidated revenue on a Normalized Bas $ 1,051 $ 1,08¢ $ 1,08: $ 1,072 $ 1,07C
Communications revenue $ 1,04 $ 1,08 $ 1,066 $ 1,072 $ 1,05¢
Vyvx Advertising Distribution revenu (10 (12) 9 (6) —
Benefit of deferred revenue adjustment — — — (12) —
Communications revenue on a Normalized Bas $ 1,03 % 1,07 % 1,057 $ 1,06¢ $ 1,05¢
Core Communications revenue $ 90¢ $ 95t $ 95¢ $ 972 % 964
Vyvx Advertising Distribution revenu (10 (12) 9 (6) —
Benefit of deferred revenue adjustm — — — (12 —
Core Communications revenue on a Normalized Bas $ 89¢ $ 944 3 94¢ 3 954 % 964
Core Network Services revenut $ 75€ $ 78% % 774 % 797 % 791
Vyvx Advertising Distribution revenu (10 (11 (9) (6) —
Benefit of deferred revenue adjustment — — — (12 —
Core Network Services revenue on a Normalized Bas $ 746 $ 772 $ 76E  $ 77¢ % 791

Communications Cost of Revenué@cludes leased capacity, right-of-way costs, accearges and other third party circuit costs diyec
attributable to the network, as well as costs eétssold. Communications Cost of revenue aldades satellite transponder lease costs,
package delivery costs and blank tape media casitsugable to the video business. Delivery c@std blank tape media costs attributable to
the Vyvx advertising distribution business are iredd in Communications Cost of revenue througtdtte of the Vyvx advertising distributi
business disposition on June 5, 2008. CommunicatBost of revenue does not include depreciationreamattization.

Communications Cost of Revenue on a Normalized Bass defined as Communications Cost of Revenue fitoenQondensed Consolidated
Statements of Operations less the costs of suemues from the Vyvx advertising distribution busisie

Communications Gross Margin ($)is defined as Communications Revenue less CommiionisaCost of Revenue from the Condensed
Consolidated Statements of Operations.

Communications Gross Margin (%)is defined as communications gross margin ($) éididy communications revenue. Management
believes that communications gross margin is aaglemetric to provide to investors, as it is ancdghat management uses to measure the
margin available to the Company after it pays tipiadty network services costs; in essence, a meaduhe efficiency of the Company’s
network.
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Communications Gross Margin ($) on a Normalized Bas is defined as Communications Revenue on a NornthBasis less
Communications Cost of Revenue on a NormalizedsBasi

Communications Gross Margin (%) on a Normalized Bais is defined as Communications Gross Margin ($), &diclg NonRecurring Item
divided by Communications Revenue, Excluding NomtReng Items.

Vyvx
Advertising Q3 2007

Gross Margin Metrics Distribution On a Normalized
($ in millions) Q3 2008 Q2 2008 Q3 2007 Services Basis
Total Communications Reven $ 1,05¢ $ 1,072 $ 1,04 $ (10) $ 1,03:
Total Communications Cost of Rever 42F 442 43¢ () 43¢
Total Communications Gross Margin ($) $ 62¢ $ 63C $ 60% $ 597
Total Communications Gross Margin (%) 59.7% 58.8% 58.(% 57.8%
Communications Gross Margin and SG&A Metrics
($ in millions) Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q32008
Communications cost of revenut $ 43t $ 444 $ 45 $ 44z $  42F
Vyvx Advertising Distribution cost of revenue (2) (2) (2) (2 —
Communications cost of revenue on a Normalized Bas $ 43¢ $ 44z $ 457 $ 44C $  42F
Communications revenue on a Normalized Bas $ 1,032 $ 1,07 $ 1057 $ 1,054 $ 1,05«
Communications cost of revenue on a Normalized<$ 43€ 44z 457 44C 42F
Communications gross margin ($) on a Normalized Bés $ 597 $ 631 $ 60C $ 614 $ 62€
Communications gross margin (%) on a Normalized Bas 57.&% 58.8% 56.8% 58.5% 59.7%
Communications SG&A expense $ 41z $ 43¢ $ 418 $ 39t $ 38t
Vyvx Advertising Distribution SG&A expens ©) 3 (©)] 2 —
Non-cash compensation expense (24) (50) (23) (20 (18)
Communications SG&A expense on a Normalized Bas $ 38 $ 38 $ 392 $ 371 $ 37C
Communications revenue on a Normalized Bas $ 1,032 $ 1,07 $ 1057 $ 1,054 $ 1,05«
Communications SG&A expense as a % ¢

Communications revenue on a Normalized Bas 37.4% 36.(% 37.1% 35.2% 35.1%

Consolidated Adjusted EBITDA is defined as net income/(loss) from the Conde@atsolidated Statements of Operations before income
taxes, total other income/(expense), non-cash immagit charges, depreciation and amortization amdaash stock compensation expense.

Consolidated Adjusted EBITDA on a Normalized Basiss defined as Consolidated Adjusted EBITDA lesshiigefit of deferred revenue
recognized in the second quarter of 2008 that shieave been recognized in prior years and les¥ylg advertising distribution business
Adjusted EBITDA.
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Communications Adjusted EBITDA on a Normalized Bass is defined as Communications Adjusted EBITDA ldss lhenefit of deferred
revenue recognized in the second quarter of 2088stiould have been recognized in prior years esglthe Vyvx advertising distribution

business Adjusted EBITDA.

Communications Adjusted EBITDA Margin is defined as Communications Adjusted EBITDA divldsy communications revenue.

Consolidated Adjusted EBITDA Margin on a Normalized Basisis defined as Consolidated Adjusted EBITDA on arNalized Basis

divided by Consolidated Revenue on a NormalizedsBas

Communications Adjusted EBITDA Margin on a Normalized Basisis defined as Communications Adjusted EBITDA onarNalized

Basis divided by Communications Revenue on a Nome@dlBasis.

EBITDA Metrics Q3 2008

($ in millions) Communications Other Consolidated
Net Income (Loss $ (119) 2 $ (220)
Income Tax (Benefit) Expen: — — —
Total Other (Income) Expen: 12€ 2 124
Depreciation and Amortization Exper 231 2 23¢
Non-Cash Stock Compensation Expense 18 — 18
Adjusted EBITDA $ 257 2 % 25¢E
EBITDA Metrics Q2 2008

($ in millions) Communications Other Consolidated
Net Income (Loss $ (29 4 $ (33)
Income Tax (Benefit) Expen: 1 — 1
Total Other (Income) Expen: 29 — 29
Depreciation and Amortization Exper 232 2 234
Non-Cash Stock Compensation Expe 20 — 20
Adjusted EBITDA 252 2 251
Vyvx Advertising Distribution Adjusted EBITD/ 2 — 2
Q2 2008 Benefit of Deferred Revenue Adjustment (12 — (12)
Adjusted EBITDA on a Normalized Basis $ 23¢ 2 $ 237
EBITDA Metrics Q3 2007

($ in millions) Communications Other Consolidated
Net Income (Loss $ (17¢) 4 % 174
Income Tax (Benefit) Expen: 2 (6) 4
Total Other (Income) Expen: 12C — 12C
Depreciation and Amortization Exper 247 2 24¢
Non-Cash Stock Compensation Expe 24 — 24
Adjusted EBITDA 21F — 21t
Vyvx Advertising Distribution Adjusted EBITD/ (5 — (5
Adjusted EBITDA on a Normalized Basis $ 21C — $ 21C
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EBITDA Margin Metrics

($ in millions) Q32008 Q2 2008 Q3 2007
Communications Revent $ 1,05¢ $ 1,072 $ 1,04:
Communications Adjusted EBITD. 257 252 21t
Communications Adjusted EBITDA Margin 24.%% 23.6% 20.6%
Communications Revenue on a Normalized B $ 1,05¢ $ 1,03z
Communications Adjusted EBITDA on a Normalized Bz 23¢ 21C
Communications Adjusted EBITDA on a Normalized Bass 22.1% 20.2%

Consolidated EBITDA Metrics

($ in millions) Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q32008
Net Income (Loss) $ (179 $ () $ (18) $ (33 $ (120
Income Tax (Benefit) Expen: 4 (20 3 1 —
Total Other (Income) Expen: 12C 82 12¢€ 29 124
Depreciation and Amortization Exper 24¢ 22t 24C 234 23<
Non-Cash Stock Compensation Expe 24 50 23 20 18
Vyvx Advertising Distribution EBITDA (5) (6) (4 2 —
Benefit of deferred revenue adjustment — — — (12) —
Consolidated Adjusted EBITDA on a Normalized Basit $ 21C $ 24C $ 207 $ 237 $ 25t
Consolidated revenue on a Normalized Bas $ 1051 $ 1,08 $ 1,08 $ 1,072 $ 1,07(
Consolidated Adjusted EBITDA % on a Normalized Bass 20.(% 22.(% 19.1% 22.1% 23.8%

Communications EBITDA Metrics

($in millions) Q32007 Q42007 Q12008 Q22008 Q32008
Net Income (Loss) $ (A7¢9) $ (B9 $ (187 $ (29 $ (118
Income Tax (Benefit) Expen: 2 (20 2 1 —
Total Other (Income) Expen: 12C 82 12¢ 29 12¢€
Depreciation and Amortization Exper 247 228 23¢ 232 231
Non-Cash Stock Compensation Expe 24 5C 23 20 18
Vyvx Advertising Distribution EBITDA (5) (6) 4 2 —
Benefit of deferred revenue adjustm — — — (12) —
Communications Adjusted EBITDA on a Normalized Bass $ 21C $ 24C $ 201 $ 23¢ $ 257
Communications revenue on a Normalized Bas $ 1,032 $ 107 $ 1,057 $ 1,054 $ 1,05¢
Communications Adjusted EBITDA % on a Normalized Basis 20.2% 22.5% 19.(% 22.1% 24.8%

Management believes that Consolidated Adjusted BBI'and Communications Adjusted EBITDA Margin aréex@ant and useful metrics to
provide to investors, as they are an important plttte Company’s internal reporting and are keyasuees used by Management to evaluate
profitability and operating performance of the C@mp and to make resource allocation
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decisions. Management believes such measurespeeially important in a capital-intensive indusinch as telecommunications.
Management also uses Consolidated Adjusted EBITBrRGommunications Adjusted EBITDA Margin to comp#re Company’s
performance to that of its competitors and to eiaé certain non-cash and non-operating itemsdardo consistently measure from period to
period its ability to fund capital expendituresndugrowth, service debt and determine bonuses sd@idated Adjusted EBITDA excludes non-
cash impairment charges and non-cash stock compamsapense because of the non-cash nature of tteess. Consolidated Adjusted
EBITDA also excludes interest income, interest eggeand income taxes because these items areasdogith the Company’s capitalization
and tax structures. Consolidated Adjusted EBITDgoaxcludes depreciation and amortization expeesause these narash expenses refl
the impact of capital investments which managerhetieves should be evaluated through consolidasidash flow. Consolidated Adjusted
EBITDA excludes the gain on sale of business grgapm on extinguishment of debt and other, net isedhese items are not related to the
primary operations of the Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witinparing companies that use similar
performance measures whose calculations may diiffier the Company’s calculations. Additionally,gHinancial measure does not include
certain significant items such as interest incoimeyest expense, income taxes, depreciation amdtemation, non-cash impairment charges,
non-cash stock compensation expense, the gainewnfsbusiness group, gain on extinguishment ot del net other income/(expense).
Consolidated Adjusted EBITDA and Communicationsustgd EBITDA Margin should not be considered a stulis for other measures of
financial performance reported in accordance witAB.

In addition to the factors described above, manageelieves that all non-GAAP metrics presented dlormalized Basis are useful
profitability and/or operating performance metrice management and investors to exclude the effecbn-recurring items.

Projected Consolidated Adjusted EBITDA Consolidated
Twelve Months Ended December 31, 2008 Range
($ in millions) Low High

Net Income(Loss) $ (530 $ (490)
Other (Income) Expens $ 47C % 45C
Depreciation and Amortization Exper $ 94t  $ 93t
Non-Cash Stock Compensation Expe $ 95 % 10k
Consolidated Adjusted EBITDA $ 98C $ 1,00(

Unlevered Cash Flowis defined as net cash provided by (used in) operaictivities less capital expenditures, plus dastrest paid and less
interest income all as disclosed in the Condensets@lidated Statements of Cash Flows or the Corde@snsolidated Statements of
Operations. Management believes that Unlevered Elastis a relevant metric to provide to invest@s,it is an indicator of the operational
strength and performance of the Company and, medfwver time, provides management and investorsavitense of the growth pattern of
the business.

16




There are material limitations to using UnleveresiCFlow to measure the Company against some abitpetitors as it excludes certain
material items such as cash used for acquisitipmegeeds from the sale of a business group, payneenand repurchases of long-term debt,
capital expenditures and interest expense. Ledele3 not currently pay a significant amount of medaxes due to net operating losses, and
therefore, generates higher cash flow than a cambp@business that does pay income taxes. Addilyoriais financial measure is subject to
variability quarter over quarter as a result oftiheing of payments related to accounts receivablé accounts payable and capital
expenditures. Unlevered Cash Flow should not bd ase substitute for net change in cash and cpstagents on the Condensed
Consolidated Statements of Cash Flows.

Consolidated Free Cash Flovis defined as net cash provided by (used in) opeyaictivities less capital expenditures as dissdads the
Condensed Consolidated Statements of Cash Flowsadéanent believes that Consolidated Free Cash iBlawelevant metric to provide to
investors, as it is an indicator of the Companyfity to generate cash to service its debt. Cadatéd Free Cash Flow excludes cash used for
acquisitions and principal repayments.

There are material limitations to using Consoliddteee Cash Flow to measure the Company againg ebits competitors as Level 3 does
not currently pay a significant amount of incomeetadue to net operating losses, and thereforergess higher cash flow than a comparable
business that does pay income taxes. Additiontilg,financial measure is subject to variabilityager over quarter as a result of the timing of
payments related to accounts receivable and acspagtble and capital expenditures. This finamiegdsure should not be used as a substitute
for net change in cash and cash equivalents o@dhelensed Consolidated Statements of Cash Flows.

Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended September 30, 2008 Unlevered Cash Consolidated

($ in millions) Flow Free Cash Flow
Net Cash Provided by Operating Activities $ 11¢ % 11¢
Capital Expenditure $ (123 % (123
Cash Interest Pal $ 132 N/A
Interest Incom $ (4 N/A
Total $ 124 $ (4)
Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended June 30, 2008 Unlevered Cash Consolidated

($ in millions) Flow Free Cash Flow
Net Cash Provided by Operating Activities $ 11C¢  $ 11C
Capital Expenditure $ (106) $ (10€)
Cash Interest Pal $ 12t N/A
Interest Incom $ 3 N/A
Total $ 126 $ 4
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Unlevered Cash Flow and Consolidated Free Cash Flow
Three Months Ended September 30, 2007
($ in millions)

Unlevered Cash

Flow

Consolidated
Free Cash Flow

Net Cash Provided by Operating Activities
Capital Expenditure

Cash Interest Pa

Interest Incom

Total

18

e

101
(155)

142
(12)

76

$
$

$

101
(158)
N/A
N/A

(54)




Level(3)

BMUNET

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations

(unaudited)
Three Months Ended
September 30, June 30, September 30,
(dollars in millions, except per share data) 2008 2008 2007
Revenue
Communication: $ 1,05 % 1,072 1,04:
Other 16 18 18
Total Revenut 1,07( 1,09( 1,061
Costs and Expenses (exclusive of depreciation amattezation shown separate
below):
Cost of Revenu
Communication: 42k 44z 43¢
Other 19 18 16
Total Cost of Revenu 444 46( 454
Depreciation and Amortizatic 233 234 24¢
Selling, General and Administrative, including -cash compensation of $18, $
and $24, respective 387 39t 41E
Restructuring Charge 2 4 1
Total Costs and Expenses 1,06¢€ 1,09¢ 1,11¢
Operating Income (Los:! 4 (©) (58)
Other Income (Expense
Interest Incom 4 3 12
Interest Expens (133 (132) (13¢)
Gain on Sale of Business Gro — 96 —
Gain on Extinguishment of De 3 — —
Other, ne 2 4 6
Total Other Income (Expense) (124 (29) (120
Loss Before Income Taxt (120 32 (27¢)
Income Tax (Expense) Bene — (1) 4
Net Loss $ (1200 $ (33) (174)
Loss per Share (Basic and Diluted) $ (0.0¢) $ (0.02) (0.1
Weighted Average Shares Outstanding (in thousa
Basic and Diluted 1,558, 71! 1,552,771 1,534,02!

© 2008 by Level 3 Communications, Inc. All righeserved.




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Condensed Consolidated Balance Sheets

(unaudited)
September 30, June 30, December 31,

(dollars in millions) 2008 2008 2007
Assets
Current Assets

Cash and cash equivale! $ 582 $ 661 $ 714

Marketable securitie 5 5 9

Restricted securitie 3 5 10

Accounts receivable, less allowances of $18, $20%20, respectivel 43C 427 404

Other 114 11¢ 88
Total Current Asset 1,13¢ 1,215 1,22¢
Property, Plant and Equipment, 1| 6,354 6,507 6,66¢
Restricted Securitie 124 11¢ 117
Goodwill and Other Intangibles, n 2,002 2,031 2,101
Other Assets, n¢ 11¢ 12t 14z
Total Assets $ 9,73t % 9,99¢ $ 10,25¢
Liabilities and Stockholde’ Equity
Current Liabilities:

Accounts payabl $ 31€ $ 32: % 39¢€

Current portion of lon-term debt 32¢ 6 32

Accrued payroll and employee bene 89 85 97

Accrued interes 11& 11¢€ 12¢

Current portion of deferred reven 173 17¢ 17t

Other 121 12€ 144
Total Current Liabilities 1,14z 83€ 972
Long-Term Debt, less current portit 6,43¢ 6,82¢ 6,83z
Deferred Revenue, less current pori 737 754 762
Other Liabilities 61€ 61z 617
Stockholders’ Equity 803 96€ 1,07(
Total Liabilities and Stockholde' Equity $ 9,73: % 9,99¢ $ 10,25«




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows

(unaudited)
Three Months Ended
September 30, June 30, September 30,
(dollars in millions) 2008 2008 2007
Cash Flows from Operating Activitie
Net loss $ (1200 $ 33 % (1749
Adjustments to reconcile net loss to net cash plexviby operating activitie
Depreciation and amortizatic 233 234 24¢
Gain on sale of business gro — (96) —
Gain on extinguishment of de 3 — —
Non-cash compensation expense attributable to stockda 18 20 24
Amortization of debt issuance co: 4 4 3
Accreted interest on discount de — — 6
Accrued interest on loi-term debt 3 3 (13
Changes in working capital items net of amountsiaed:
Receivable: (7) 2 20
Other current asse 6 (10 25
Payables 2 (25) 3
Deferred revenu (14) 7 a7
Other current liabilitie: 3 10 (15)
Other, net 4 @) 4
Net Cash Provided by Operating Activiti 11¢ 11C 101
Cash Flows from Investing Activitie
Capital expenditure (123) (10€) (15%)
Proceeds from sale of property, plant and equipraedtother asse 1 — 2
Proceeds from sale of business group, 2 122 —
(Increase) decrease in restricted cash and sesynite (@) 2 2
Acquisitions, net of cash acquir — — (46)
Other 2 — —
Net Cash Provided by (Used in) Investing Activit (12€) 19 (197)
Cash Flows from Financing Activitie
Long term debt borrowings, net of issuance ¢ — — (©)]
Payments on and repurchases of -term debt and othe (70) 2 (D]
Proceeds from warrants and st-based equity plar — — 2
Other 2 — —
Net Cash Used in Financing Activiti (68) 2 2
Effect of Exchange Rates on Cash and Cash Equis: 4 1 1
Net Change in Cash and Cash Equival (79 12¢ (97)
Cash and Cash Equivalents at Beginning of Period 661 53¢ 73¢
Cash and Cash Equivalents at End of Period $ 582 $ 661 $ 642
Supplemental Disclosure of Cash Flow Informati
Cash interest pai $ 132 $ 128 $ 14z
Total Cash and Marketable Securit $ 587 $ 66€ $ 697




