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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 reportedtober 23, 2007

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 sastedport)

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 Instructio? Abelow):

O Written communications pursuant to RA2& under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rulead¥®2 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications putdoaRule 14d-2(b) under the Exchange Act (17 CBB.24d-2(b))
O

Pre-commencement communications putdoaRule 13e-4(c) under the Exchange Act (17 CER 23e-4(c))




Item 2.02. Results of Operations and Financial Catition

On October 23, 2007, Level 3 Communications, Ificeel 3”) issued a press release relating to, agnather things, third quarter 2007
financial results, including fourth quarter 200 darertain full year 2007 and 2008 financial prajeas. This press release is furnished as
Exhibit 99.1 to this Form 8-K and incorporated bjerence as if set forth in full. The furnishingtbis information shall not be deemed an
admission as to the materiality of the informatimciuded in this Form 8-K. This information is rfdéd but is furnished to the Securities and
Exchange Commission pursuant to Iltem 2.02 of Foi#h 8

Item 8.01. Other Events

On October 23, 2007, Level 3 issued a press relgagaining a statement relating to Mr. James @Qwer Level 3's chief executive officer’s
previously disclosed personal health matter. Tlesprelease is filed as Exhibit 99.2 to this ForkKi@hd is incorporated herein by reference as
if set forth in full.

Iltem 9.01. Financial Statements and Exhibits

€) Financial Statements of Business Acqui
None

(b) Pro Forma Financial Informatic
None

(c) Shell Company Transactio
None

(d) Exhibits

99.1 Press Release dated October 23, 2007, relatifgrébgquarter 2007 financial results, including fisuguarter 2007 an
certain full year 2007 and 2008 financial projecsic

99.2 Press Release dated October 23, 2007, relatingtetement attributable to James Q. Crc




SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed on its ber
by the undersigned, hereunto duly authorized.

Level 3 Communications, In

By: /s/ Neil J. Ecksteil
Neil J. Eckstein, Senior Vice Presidt

Date: October 23, 20C




Exhibit 99.1

Level (3)

COMMUNTICATIONS
1025 Eldorado Bouleva

Broomfield, Colorado 800:

www.Level3.con

NEWS RELEASE

Level 3 Contacts:

Media: Josh Howel Investors: Robin Grey
72(-88€-2517 72(-88¢-2518
Chris Hardmar Valerie Finberg
72(-88€-2292 72(-88¢-2501

Level 3 Reports Third Quarter 2007 Results

Financial and Business Highlights

*  Consolidated Revenue of $1.061 billion

*  Communications Revenue increased to $1.043 billion

* Net Loss of $174 million, or $0.11 per share

*  Consolidated Adjusted EBITDA of $215 million

* Company meets third quarter guidance; Reduces Gdasa Adjusted EBITDA guidance for full year 208id 2008

BROOMFIELD , Colo., October 23, 2007 —L_evel 3 Communications, Inc. (NASDAQ: LVLT) repodteonsolidated revenue of $1.061
billion for the third quarter 2007, compared to solidated revenue of $1.052 billion for the secqndrter 2007.

The net loss for the third quarter 2007 was $17anj or $0.11 per share, compared to a net I6§262 million, or $0.13 per share, for the
second quarter 2007.

Consolidated Adjusted EBITDA(1) increased to $21ibion in the third quarter 2007, compared to $18ilion for the second quarter 2007.

“While we continued to grow Core Communications ®ewrevenues and we did meet our guidance measuttes third quarter, the compe
had difficulties with provisioning orders for itervices,” said James Q. Crowe, CEO of Level 3. “Bheadth of the problem was greater than
we had earlier diagnosed, and we did not increemégioning capacity as we had expected. Thisgase in provisioning capacity was
necessary to meet the revenue increases we hadyskvprojected. As a result, we are lowering Gonsolidated Adjusted EBITDA guidar
for the full year 2007 and the full year 2008. ¥fe disappointed by our performance,




particularly given the strength of the current nedrkWe believe we have identified the underlyiagses of our provisioning constraints, and
we have begun to implement additional changes.aW¥docused on correcting this issue as quicklyassible.”

Third Quarter 2007 Financial Results

Consolidated

Third Quarter Third Quarter
Metric ($ in millions) Revenue Results Projections (1)
Core Communications Servic $ 909 $ 90E-$92¢
Other Communications Servic $ 63 $ 6C-$65
SBC Contract Service $ 71 $ 40-$60
Total Communications Reven $ 1,04 $ 1,00%%$1,05(
Other Revenu $ 18
Total Consolidated Reveni $ 1,061
Consolidated Adjusted EBITDA (2)(3) $ 215 % 21(C-$23C
Capital Expenditure $ 155
Unlevered Cash Flow (: $ 76
Free Cash Flow (< $ (54)
Communications Gross Margin ( 58%
Communications Adjusted EBITDA Margin ( 21%

(1) Projections issued July 26, 2007.

(2) Consolidated Adjusted EBITDA excludes $24 millionnon-cash compensation expense and includes $i&émuf cash restructuring
charges for the third quarter 2007.

(3) See schedule of non-GAAP metrics for definition aacbnciliation to GAAP measures.

Communications Business

Revenue

Total Communications Revenue increased to $1.0#i8rbduring the third quarter, versus $1.035 bitlifor the previous quarter. Contributing
to this increase was a $21 million increase in Glwenmunications Services revenue, offset by a #jidéss than expected $13 million decline
in Other Communications Services and SBC Contracti€es revenue. During the third quarter 2007 ctirapany recognized $4 million in
termination revenue in its Core Communications Bes/revenue, compared to $2 million during thesdauarter 2007.

Quarter ended Quarter ended Percent

Communications Revenue ($ in millions) September 30, 2007 June 30, 2007 Change
TransporiandInfrastructure(2) $ 438 $ 420 4%
IP and Data (1) (2 $ 144 $ 143 1%
Voice $ 291 % 292 <(1)%
Vyvx $ 36 $ 33 9%
Total Core Communications Servic $ 909 $ 888 2%
OtherCommunications Service $ 63 $ 71 (11)%
SBC Contract Service $ 71 % 76 ()%
Total Communications Revenue $ 1,04 $ 1,03t 1%

(1) Communications revenue for the third quarter inekidpproximately $1 million from Servecast.




(2) A billing methodology change that took effect Jtily2007 resulted in a $3 million revenue impacthwiigher revenue recognized for
certain customers in Transport and Infrastructumelawer revenue recognized in IP and Data compiaréte second quarter.

In the third quarter, Level 3's top 10 customensalphabetical order, were Alltel, AT&T Inc., Bsti Telecom, Comcast Corporation,
Commonwealth of Pennsylvania, EarthLink, Inc., Quw@smmunications International Inc., Time Warnac.] Verizon Communications and
Vonage Holdings Corporation. Including the SBCtcact, these top 10 customers represent 32 peofdmtal Communications revenue, and
excluding the SBC contract, 27 percent of Total Gamications revenue.

Core Communications Services
Core Communications Services revenue increasedeguarer quarter by 2 percent. The increase wagpda@rily to the growth in transport
services and Vyvx broadcast services, although trevas moderated across all services due to seacideation issues.

Transport and Infrastructure revenues grew dutiegguarter resulting primarily from growth in cadtion, wavelengths services and metro
transport. IP and Data services revenue grewtsligliring the quarter, primarily due to growthhingh Speed IP revenue and the addition of
Servecast revenue during the quarter, offset biidecin Dedicated Internet Access revenue reguftiom seasonality and delayed
installations.

Voice revenues declined slightly during the quaréth continued growth in the cable and wirelesgrsents offset by a decline in voice
revenues in the voice service provider segmentvx\fgvenues increased sharply during the quarteem primarily by an increase in
advertising distribution revenue and continued dhoin high definition programming.

In the third quarter 2007, the breakdown of CorenBwnications Services revenue by each market gragoas follows:

*  Wholesale Markets Group — 56 percent
*  Business Markets Group — 26 percent
¢  Content Markets Group — 11 percent

¢  European Markets Group — 7 percent

Other Communications Services
Other Communications Services revenue declinedliyyetcent to $63 million during the quarter, assult of expected declines in managed
modem services.

SBC Contract Services

SBC Contract Services revenue was $71 million éntttird quarter, including monthly performance begsiof approximately $3 million, a
decline of 7 percent compared to the second quafiee company expects to earn the final bonus paysof $15.5 million in the fourth
quarter 2007, but otherwise expects revenues adedavith this contract to continue to declinepesviously disclosed.

Deferred Revenue
The communications deferred revenue balance dext@¢ast930 million at the end of the third qua&@07, compared to $943 million at the
end of the second quarter 2007, primarily due to




the amortization of existing deferred revenue falefeasible right of use (IRU) contracts exceediefgrred revenue resulting from new IRU
contracts during the quarter.

Cost of Revenue

Communications cost of revenue for the third que2@®7 increased to $438 million, versus $437 onillin the previous quarter.
Communications Gross Margin (1) was 58 percenttferthird quarter 2007 and for the second quaf87 2Communications revenue
increased $8 million in the quarter and CommunicetiGross Margin increased by $7 million. Durihg third quarter, the company incurred
network expenses associated with the pre-provisgaf network facilities in anticipation of moregsificant revenue growth. In addition,
revenue mix in the quarter shifted due to lowemghoin high margin services and a higher than etqueproportion of lower margin SBC
Contract revenues as a percent of Total Communitatievenue. As a result, while the company caetinto make progress on optimization
efforts, the Communications Gross Margin percentiigenot improve as much as anticipated duringthirel quarter.

Selling, General and Administrative (SG&A) Expenses

Communications SG&A expenses declined to $413 onilfor the third quarter 2007, versus $427 millionthe previous quarter. Both the
third quarter 2007 and second quarter 2007 Comratioits SG&A expenses include $24 million of nonkceesmpensation expense. SG&A
expenses decreased in the third quarter 2007 plyndiaie to a decrease in incentive-based compensatipenses, as well as a decrease in
headcount during the quarter.

Communications Adjusted EBITDA

Communications Adjusted EBITDA(1) increased to $2diBion for the third quarter 2007, compared t®8Imillion for the previous quarter.
Communications Adjusted EBITDA increased in thegueprimarily due to an increase in Core Commuiicet Services revenue and
reductions in SG&A.

Third quarter 2007 Communications Adjusted EBITD#&lades $24 million of non-cash compensation expemsl includes a $1 million
restructuring charge associated with reductiongadrkforce as part of the company’s integration effoSecond quarter 2007 Communications
Adjusted EBITDA excludes $24 million of non-cashhgmensation expense and $1 million of non-cash impait charges and includes a $1
million restructuring charge related to integration

Consolidated Cash Flow and Liquidity

During the third quarter 2007, Unlevered Cash Flgw{as positive $76 million, versus negative $64liomi for the previous quarter.
Consolidated Free Cash Flow(1) for the third qera2007 was negative $54 million, versus negati&ldmillion for the previous quarter.
Working capital was a source of cash in the thirdrter, and net cash interest expense for the diadter 2007 was $130 million.

As of September 30, 2007, the company had casimanikietable securities of approximately $697 million
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Integration Update

“Level 3 and each of the six network companies eguaed employed different provisioning processas systems,” said Kevin O'Hara,
president and COO of Level 3. “Our integratioarphssumed that our new, integrated processesyareirs, Project Unity, would be
developed and deployed in stages starting in 26@7#@nning throughout 2008. During the developngart deployment of Unity, we expec

to increase the throughput of the existing, legacgvisioning systems by developing temporary psses and systems and by assigning more
people and resources than would normally be reduire

“While the fundamental approach was sound, we nsadege implementation decisions that in retrospeden@hieving our provisioning
throughput targets more difficult. In particulare took certain processes which had been centdadind split them up among our customer
facing groups, which made identifying and fixingatighput issues more difficult. As a result, wek $hort this quarter in increasing our
provisioning capabilities to the level we expectéthile we had previously made changes to the orgdinin managing the service activation
and service management processes, and we did mecbsmefits from the changes, we did not implersefficient measures to improve our
provisioning throughput to the level we anticipatdédhe time of our second quarter earnings reledge have recently conducted a
comprehensive analysis of both the organizationthagrocesses and systems that we are usingUnityl is deployed.”

In response to this analysis, the company has tiikeefollowing actions:

* Reorganized all end-to-end provisioning authoritg aesponsibility under a single senior executiVei] Hobbs, president of Global
Network Services.

*  Appointed Raouf Abdel, president of Business Mak&toup, to work with Mr. Hobbs and the rest of dhganization to more tightly
align all of our service marketing and sales atgésito match our current provisioning capabiliti?sd to help streamline our current
provisioning processes until new integrated proegessd systems are deployed. Lynn Refer will assine day to day responsibility
for managing the Business Markets Group while Mydél is focused on the process issues.

“We believe that these organizational changes alattgbusiness process improvements will addresssbues that were preventing increased
provisioning throughput,” said O’Hara.

“In addition, we are continuing the developmentalfity. That development remains largely on trat%e have begun user training on the
initial elements of Unity and we have begun thé&ahdeployment. We expect that Unity developrmemd deployment will continue through
the balance of 2007 and 2008, and that this effdrimprove our provisioning process throughput.”

Level 3 remains on track to achieve the $200 nmllxd integration synergies it anticipated for to# year 2007. At the end of the second
quarter, the company reported that it had achievedate synergies of $140 million. As of the efdhe third quarter, annualized run rate
synergies were $185 million, with approximately $8ilion in network expense savings and $105 millio operating expense savings. The
company has met its network expense synergies the @nd of the third quarter and is on track tuiee the projected operating expense
synergies of $120 million before the end of 2007.




During the third quarter, the company incurred agpnately $20 million of integration expenses faotal of $80 million year to date, and still
expects to incur approximately $100 million in igtation expenses for the full year. While headtovas added in the third quarter to impr
the provisioning process, and additional headcsuexpected to be hired in the fourth quarter gisasvith that effort, the company remains
within overall headcount reduction targets for finéyear 2007.

Operating Environment

“The market environment continues to be very pesjtisaid O’'Hara. We have seen strong demanchi®ocombination of our nationwide
backbone and our extensive metropolitan facilitibgerse routing capabilities, and scalability. Wémtinue to believe the pricing environment
is healthy. For the overall transport and infrastiire market, pricing, on average and on a reveveighted basis, continues within a range of
plus or minus 10 percent across the company’seetiinsport and infrastructure portfolio. As pomsly disclosed, the company expects its
high speed IP pricing to decline 20 to 30 percenttie full year 2007.”

Corporate Transactions

Acquisitions

On July 11, 2007, Level 3 acquired Servecast, dibuleland provider of live and on-demand videamagement and streaming services for
broadband and mobile platforms, expanding the caoryigacontent delivery network capabilities. The comppaid approximately $45 millio
in cash consideration. This is a strategic capasliacquisition that does not require the typplofsical integration associated with the larger,
previously announced metro and backbone transaction

As previously announced, on October 16, 2007, L8weinounced the acquisition of certain AT&T asHeds were divested as a result of the
merger between AT&T and BellSouth.

Business Outlook

“Primarily due to the provisioning issues we haeetexperiencing, we have lowered our Consolidatidsted EBITDA guidance for both
the full year 2007 and 2008,” said Sunit Patel, GFQevel 3. ‘Specifically, we have lowered Consolidated AdjudegITDA guidance for th
full year 2007 from a range of $860 million to $9®dlion to a range of $813 million to $833 milliand for the full year 2008 from $1.15
billion to $1.3 billion to $950 million to $1.1 tibn.

“Our previously implied fourth quarter Core Commeations Services revenue and Consolidated AdjusBi@DA guidance required
improvement in our provisioning capabilities. Howevour recurring services revenue did not gromash as we expected in the third quarter
and that gap compounds in the fourth quarter. Eurthie did not see the growth in usage servicémapily voice services that we had
anticipated. Also, in anticipation of revenue growwe incurred network expenses that reduced mssgnargin performance.”

The reduction in Consolidated Adjusted EBITDA guida in 2008 is primarily driven by: the annualizeduction in the fourth quarter 2007
Consolidated Adjusted EBITDA and the decrease éréte of revenue growth in 2008. The high increaenargin impact of the revenue
reductions is evident in the guidance change.




“At the low end of the 2008 range, the revised gnitk assumes the recent rate of sales and ndlaitistes will continue with some minimal
improvement in our provisioning throughput until egin to realize significant benefit from Projélktity in the second half of 2008,” said
Patel.

“The upper end of revised guidance is predicatedatrnieving more significant improvements in the raft sales and net installations beginning
later this year. For 2007, assuming the guidanegedor the fourth quarter, the implied Core Comiuations Services annualized revenue
growth rate, is now 9 to 12 percent versus theef@¢gnt we had originally projected.”

Metric Fourth Quarter 2007 2007 Full Year

($ in millions) Projections Projections
Core Communications Services Reve $ 93C-$95C $ 3,597-$3,617
Other Communications Services Reve $ 55-$60 $ 273-$27¢
SBC Contract Services Rever $ 65-$85 $ 29E-$31E
Total Communications Reven $ 1,05(-$1,098 $ 4,165-$4,21(
Consolidated Adjusted EBITD. $ 23E-$25E 3 81:-$832
Consolidated Capital Expenditur $ 60C-$65C
Net Cash Interest Expense $ 500

(1) 2007 full year includes approximately $55lioil in interest income.

Summary
“I am disappointed by our inability to increase puovisioning productivity at the rate we had expd¢’ said Crowe. “We can and should do

better. However, our overall market opportunitgtiong and growing. Our problems are not causedilnyand, pricing or our ability to market
and sell our services. Our ability to grow fasgeini our own hands, and we realize the urgency witith our provisioning problems must be
addressed.”

Conference Call and Web Site Information

Level 3 will hold a conference call to discuss toenpany’s third quarter results at 9 a.m. EDT todayjoin the call, please dial 612-332413
A live broadcast of the call can also be heard ewelL 3's Web site at http://www.level3.com/q030&ehtml. An audio replay of the call will
be accessible until 11:59 p.m. EDT on Tuesday, Ndear 6, 2007 by dialing 320-365-3844; access c883®5. An archived webcast of the
third quarter conference call together with thespneslease, financial statements and non-GAAP géigtions may also be accessed at
http://www.level3.com/investor_relations/index.html

About Level 3 Communications

Level 3 Communications, Inc. (NASDAQ: LVLT), an @rhational communications company, operates otlgeofargest Internet backbones in
the world, connecting 180 markets in 18 countfldge company serves a broad range of wholesalerpeisie and content customers with a
comprehensive suite of services including: InteRretocol (IP) services, broadband transport afrdstructure services, colocation services,
voice and voice over IP services, and content daliand media distribution services. These senpcegide the building blocks to enable
Level 3’s customers to meet their growing demandsifilvanced communications solutions. The compamgb address is www.Level3.com.

“Level 3 Communications,” “Level 3,” the red 3D bechets and the Level 3 Communications logo are tegid service marks of Level 3
Communications, LLC in the United States and/oeptountries. Level 3 services are




provided by wholly owned subsidiaries of Leveldnthunications, Inc. Any other service, product@mpany names recited herein may be
trademarks or service marks of their respective ensn

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 avgest to a number of uncertainties and
other factors, many of which are outside Levelcgstrol, which could cause actual events to diffeterially from those expressed or implied
by the statements. The most important factorsabakd prevent Level 3 from achieving its statedlg@zclude, but are not limited to the
company'’s ability to: successfully integrate acifigss; increase the volume of traffic on the netwaefend intellectual property and
proprietary rights; develop new products and seggithat meet customer demands and generate acéeptabgins; successfully comple
commercial testing of new technology and infornraigstems to support new products and servicasicathind retain qualified management
and other personnel; and meet all of the terms esmtlitions of debt obligations. Additional inforriwat concerning these and other important
factors can be found within Leve's filings with the Securities and Exchange ComioissStatements in this press release should bleiztesl

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




1) 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 néwAB metrics that the Company deems relevant to gemeant and investors. These non-
GAAP metrics are Consolidated Adjusted EBITDA, Coamications Gross Margin, Communications AdjustedTEBA Margin, Unlevered
Cash Flow and Consolidated Free Cash Flow. Ceofaime following reconciliations of these non-GAAiRancial metrics to GAAP include
forward-looking statements with respect to the infation identified as a projection. Level 3 has machumber of assumptions in preparing
our projections, including assumptions as to themmnents of financial metrics. These assumptiordding dollar amounts of the various
components that comprise a financial metric, magpay not prove to be correct. We caution you thasé forwardeoking statements are or
projections, which are subject to risks and ungatits including technological uncertainty, finaslovariations, changes in the regulatory
environment, industry growth and trend predictidPiease see the Company’s Annual Report on Fori fid-a description of these risks and
uncertainties.

In order to provide projections with respect to f@AAP metrics, we are required to indicate a rafogésAAP measures that are components
of the reconciliation of the non-GAAP metric. Th@yision of these ranges is in no way meant todatdi that the Company is explicitly or
implicitly providing projections on those GAAP coomments of the reconciliation. In order to recontile non-GAAP financial metric to
GAAP, the Company has to use ranges for the GAARpoments that arithmetically add up to the non-GAikBncial metric. While the
Company feels reasonably comfortable about theeptiojns for its non-GAAP financial metrics, it fuléxpects 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.

Communications Gross Margin ($)is defined as communications revenue less commiimnsacost of revenue from the consolidated
condensed statements of operations.

Cost of Revenudor the communications business includes leasedaiyp right-of-way costs, access charges and dttiet party circuit costs
directly attributable to the network, as well astsoof assets sold pursuant to sales-type le&3est of revenue also includes satellite
transponder lease costs, package delivery costblanil tape media costs attributable to the videsirtess. Cost of revenue does not include
depreciation and amortization.

Communications Gross Margin (%) is defined as communications gross margin ($) éididy communications revenue. Management
believes that communications gross margin is azaglemetric to provide to investors, as it is amgdhat 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.




Communications Gross Margin

($ in millions) Q307 Q207
Communications Revent $ 104 $ 1,03t
Communications Cost of Reven $ 438 $ 437
Communications Gross Margin ($) $ 605 $ 598
Communications Gross Margin (%) 58% 58%

Consolidated Adjusted EBITDA is defined as net income/(loss) from the conscdidatondensed statements of operations before Igais)/(
from discontinued operations, income taxes, tofaoincome/(expense), non-cash impairment chadggseciation and amortization and non-
cash stock compensation expense.

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

Management believes that Consolidated Adjusted BBlIand Communications Adjusted EBITDA Margins aeéevant and useful metrics to
provide to investors, as they are an important glattte Company’s internal reporting and are keysoees used by Management to evaluate
profitability and operating performance of the Canp and to make resource allocation decisions. agament believes such measures are
especially important in a capital-intensive indystuch as telecommunications. Management alsoGresolidated Adjusted EBITDA and
Communications Adjusted EBITDA Margin to compare ompany’'s performance to that of its competitd&nagement has adjusted
consolidated EBITDA to eliminate certain non-casld aon-operating items in order to consistently snea from period to period its ability to
fund capital expenditures, fund growth, servicetdetd determine bonuses. Consolidated Adjusted BBlexcludes non-cash impairment
charges and non-cash stock compensation expenaedeeof the nogash nature of these items. Consolidated Adjusi&d DA also exclude
interest income, interest expense, income taxegaimd(loss) on extinguishment of debt becausectitems are associated with the Company’
capitalization and tax structures. Consolidateduagjd EBITDA also excludes depreciation and amatibn expense because these non-cash
expenses reflect the impact of capital investmesish management believes should be evaluateddhroansolidated free cash flow.
Consolidated Adjusted EBITDA excludes other, natause these items are not related to the primagatipns of the Company.

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,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, gain/(lossjudy extinguishment of debt and net other incdex@ense). Consolidated Adjusted
EBITDA and Communications Adjusted EBITDA Marginaghd not be considered a substitute for other nreasef financial performance
reported in accordance with GAAP.
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Consolidated Adjusted EBITDA

Three Months Ended September 30, 2007 Comm- Information Con

($ in millions) unications Services Other solidated
Net Earnings (Loss) $ 178)$ — $ 4 3 (174)
(Income) Loss from Discontinued Operatic $ — $ — 3 — $ —
Income Tax (Benefit) Expen: $ 23 — $ 6)%$ 4)
Total Other (Income) Expen: $ 120 $ — $ — 3 120
Non-Cash Impairment Charg $ — $ — 3 — 3 —
Depreciation and Amortization Exper $ 247 $ — $ 23 249
Non-Cash Stock Compensation Expe $ 24 $ — $ — 3 24
Consolidated Adjusted EBITDA $ 215 $ — $ — 3 215
Consolidated Adjusted EBITDA

Three Months Ended June 30, 2007 Comm- Information Con

($ in millions) unications Services Other solidated
Net Earnings (Loss) $ (199) $ — $ 3)% (202)
(Income) Loss from Discontinued Operatic $ — 3 — $ — $ —
Income Tax (Benefit) Expen $ — 3 — $ — $ —
Total Other (Income) Expen: $ 123 $ — $ — $ 123
Non-Cash Impairment Char¢ $ 13 — $ — $ 1
Depreciation and Amortization Exper $ 245 $ — $ 2 $ 247
Non-Cash Stock Compensation Expe $ 24 $ — $ — $ 24
Consolidated Adjusted EBITDA $ 194 $ — $ 1) 193
Consolidated Adjusted EBITDA

Three Months Ended September 30, 2006 Comm- Information Con-

($ in millions) unications Services Other solidated
Net Earnings (Loss) $ ae7) $ 25 % 4 % (138)
(Income) Loss from Discontinued Operatic $ — $ (25) $ — $ (25)
Income Tax (Benefit) Expen: $ 1% — $ )% 2)
Total Other (Income) Expen: $ 140 $ — $ — $ 140
Non-Cash Impairment Char¢ $ 1% — $ — 3 1
Depreciation and Amortization Exper $ 181 $ — $ 183 182
Non-Cash Stock Compensation Expe $ 18 $ — $ — $ 18
Consolidated Adjusted EBITDA $ 174 $ — $ 2 3 176
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Communications Adjusted EBITDA Margin
($ in millions) Q307 Q207

Communications Revent $ 1,043 % 1,03
Communications Adjusted EBITD $ 215 $ 194
Communications Adjusted EBITDA Margin 21% 19%
Projected Consolidated Adjusted EBITDA

Three Months Ended December 31, 2007 Consolidated Range

($ in millions) Low High

Net Earnings (Loss) $ (185) $ (145)
Total Other (Income) Expen: $ 135 $ 125
Depreciation and Amortization Exper $ 255 $ 240
Non-Cash Stock Compensation Expe $ 30 $ 35
Consolidated Adjusted EBITDA $ 235 $ 255
Projected Consolidated Adjusted EBITDA

Twelve Months Ended December 31, 2007 ConsolidatedRange

($ in millions) Low High

Net Earnings (Loss) $ (1,20¢) $ (2,16¢€)
Total Other (Income) Expen: $ 947 $ 937
Depreciation and Amortization Exper $ 972 $ 957
Non-Cash Stock Compensation Expe $ 102 $ 107
Consolidated Adjusted EBITDA $ 813 $ 833
Projected Consolidated Adjusted EBITDA

Twelve Months Ended December 31, 2008 Consolidated Range

($ in millions) Low High

Net Earnings (Loss) $ (745) $ (545)
Total Other (Income) Expen: $ 550 $ 520
Depreciation and Amortization Exper $ 1,04C $ 1,00C
Non-Cash Stock Compensation Expe $ 105 $ 125
Consolidated Adjusted EBITDA $ 950 $ 1,10C

Unlevered Cash Flowis defined as net cash provided by (used in) operatctivities less capital expenditures, and aglthack cash interest
paid, less interest income all as disclosed irctivesolidated statements of cash flows or the cafeteld condensed statements of operations.
Management believes that Unlevered Cash Flow éesvant metric to provide to investors, as it igraticator of the operational strength and
performance of the Company and, measured over firogjdes management and investors with a sengeearowth pattern of the business.
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There are material limitations to using UnleveresiCFlow to measure the Company against some abitpetitors as it excludes certain
material items such as cash spent on merger ands#tgmzn activity and interest expense. Level 3glnet currently pay a significant amount of
income taxes due to net operating losses, andftiiergenerates higher cash flow than a compataidmess that does pay income taxes.
Additionally, this financial measure is subjectvariability quarter over quarter as a result oftineng of payments related to accounts
receivable and accounts payable. Unlevered Cast $Hiould not be used as a substitute for net chisingsh and cash equivalents on the
consolidated statements of cash flows.

Consolidated Free Cash Flovis defined as net cash provided by (used in) opeyaictivities less capital expenditures as disdads the
consolidated statements of cash flows. Managensaigves that Consolidated Free Cash Flow is a aslemetric to provide to investors, as it
is an indicator of the Company’s ability to genereésh to service its debt. Consolidated Free Elsih excludes cash used for acquisitions or
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 incomeetdue to net operating losses, and thereforergtas higher cash flow than a comparable
business that does pay income taxes. Additiontlllg,financial measure is subject to variabilityagger over quarter as a result of the timing of
payments related to accounts receivable and acepaytble. This financial measure should not bd ase substitute for net change in cash
and cash equivalents on the consolidated statern&nésh flows.

Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended September 30, 2007 Consolidated Free Cash
($ in millions) Unlevered Cash Flow Flow

Net Cash Provided by Operating Activities $ 101 $ 101

Capital Expenditure $ (155) $ (155)
Cash Interest Pa $ 142 N/A

Interest Incomt $ (12) N/A

Total $ 76 $ (54)
Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended June 30, 2007 Consolidated Free Cash
($ in millions) Unlevered Cash Flow Flow

Net Cash Provided by Operating Activities $ 29 $ 29

Capital Expenditure $ (170) $ (170)
Cash Interest Pa $ 89 N/A

Interest Incom $ (12) N/A

Total $ (64)$ (141)

13




Level(3)

COMMUNICATIONS
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Operations
(unaudited)
Three Months Ended
September 30, June 30, September 30,
(dollars in millions, except per share data) 2007 2007 2006
Revenue
Communication: $ 1,04 $ 1,03t $ 858
Other 18 17 17
Total Revenue 1,061 1,05z 875
Costs and Expense
Cost of Revenu 454 454 382
Depreciation and Amortizatic 249 247 182
Selling, General and Administrative, including ncessh compensation of $24, $:
and $18, respective 415 428 334
Restructuring Charges, including 1-cash impairment charges ¢-, $1, and $1
respectively 1 2 2
Total Costs and Expens 1,11¢ 1,131 900
Operating Los: (58) (79) (25)
Other Income (Loss), ne
Interest Incom 12 12 19
Interest Expens (138) (138) (161)
Loss on Extinguishment of De — — 1)
Other Income (Expens: 6 3 3
Other Income (Loss) (120) (123) (140)
Loss from Continuing Operations Before Income Te (178) (202) (165)
Income Tax Benefit 4 — 2
Loss from Continuing Operatiol (174) (202) (163)
Loss from Discontinued Operatio — — (8)
Gain on Sale of Discontinued Operations — — 33
Income from Discontinued Operatio — — 25
Net Loss $ (174) $ (202) $ (138)
Basic and Diluted Loss per Sha
Loss from Continuing Operatiol $ (0.11) $ (0.13)$ (0.14)
Income from Discontinued Operations — — 0.02
Net Loss $ (0.1 $ (0.13) $ (0.12)
Weighted Average Shares Outstanding (in thousa
Basic and Diluted 1,534,02¢ 1,529,61: 1,128,15¢

© 2007 by Level 3 Communications, Inc. All rightserved.
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Level(3)

COMMUNECA

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets

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

(dollars in millions) 2007 2007 2006
Assets
Current Assets

Cash and cash equivalel $ 642 739 1,681

Marketable securitie 55 68 235

Restricted securitie 27 28 46

Accounts receivable, less allowances of $18, $17$r7, respectivel 438 455 326

Other 106 133 101
Total Current Assets 1,26€ 1,42Z 2,38¢
Property, Plant and Equipment, | 6,70¢ 6,72¢ 6,46¢
Restricted Securitie 94 92 90
Goodwill and Other Intangibles, n 2,11€ 2,10t 919
Other Assets, net 127 160 128

$ 10,31¢ 10,50¢ 9,994

Liabilities and Stockholde’ Equity
Current Liabilities:

Accounts payabl $ 395 401 391

Current portion of lon-term debt 31 31 5

Accrued payroll and employee bene 77 82 92

Accrued interes 111 124 143

Deferred revenu 150 157 128

Other 171 174 156
Total Current Liabilities 935 969 915
Long-Term Debt, less current portic 6,83¢ 6,82¢ 7,357
Deferred Revenu 780 786 767
Other Liabilities 588 592 581
Stockholders’ Equity 1,17¢ 1,334 374

$ 10,31« 10,50¢ 9,994

© 2007 by Level 3 Communications, Inc. All rightserved.
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Level(3)

COMMUNICATIONS

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

(unaudited)
Three Months Ended
September 30, June 30, September 30,
(dollars in millions) 2007 2007
Cash Flows from Operating Activitie
Net loss $ (174) $ (202) $ (138)
Income from discontinued operatia — — (25)
Loss from continuing operations (174) (202) (163)
Adjustments to reconcile loss from continuing opierss to net cash provided |
operating activities of continuing operatio
Depreciation and amortizatic 249 247 182
Non-cash compensation expense attributable to stockda: 24 24 18
Non-cash impairment charg — 1 1
Amortization of debt issuance co: 3 4 8
Accreted interest on discount de 6 6 8
Accrued interest on loi-term debt (23) 39 (59)
Changes in working capital items net of amountsiaed:
Receivable! 20 (7) 64
Other current asse 25 (8) 13
Payables 3) (66) (8)
Deferred revenu a7 3 (20)
Other current liabilitie: (15) (15) 22
Other 4) 3 (10)
Net Cash Provided by Operating Activities of Coniilg Operation: 101 29 56
Cash Flows from Investing Activitie
Capital expenditure (155) (170) (120)
Proceeds from sale of discontinued operationsphedsh solc — — 310
Advances from discontinued operations, — — 15
Proceeds from sale and maturity of marketable #éxs. — 8 —
Proceeds from sale of property, plant and equip! 2 — 3
(Increase) decrease in restricted cash and sesnite 2 3) (9)
Acquisitions, net of cash acquir (46) 4 (664)
Net Cash Used in Investing Activities (297) (161) (465)
Cash Flows from Financing Activitie
Long-term debt borrowings, net of issuance c 3) (10) —
Proceeds from warrants and st-based equity plar 2 1 —
Payments on and repurchases of long-term debtdimg current portion and
refinancing cost (1) (4) (463)
Net Cash Used in Financing Activities 2) (13) (463)
Net Cash Used in Discontinued Operati — — (56)
Effect of Exchange Rates on Ce 1 — 1
Net Change in Cash and Cash Equival 97) (145) (927)
Cash and Cash Equivalents at Beginning of Perimdu@ing cash of discontinued
operations 739 884 1,65€
Cash and Cash Equivalents at End of Pe $ 642 $ 739 $ 731
Supplemental Disclosure of Cash Flow Informati
Cash interest pai $ 142 $ 89 % 204



Total Cash, Current Marketable Securities and Noeot Marketable Securitie $ 697 $ 807 $ 1,24C

© 2007 by Level 3 Communications, Inc. All rightserved.
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Statement from Level 3 Communications

BROOMFIELD , Colo., October 23, 2007 —The following statement can be attributed to Ja@e€rowe, chief executive officer of Level 3
Communications, Inc. (NASDAQ: LVLT).

“Yesterday, October 22, 2007, | had a follow upreieation at the Stanford Hospital and Clinics, tiredical center where my surgery was
performed. My physicians informed me that thenedsndication that the benign pituitary tumor whighs resected on August 27, 2007 has
recurred. As is normal with this condition, | wilbw continue to schedule periodic examinationsotaficm that this remains the case.

“| feel great and | am fully engaged in my normadibhess schedule. | want to thank the many peoptehalve expressed their concern and
wishes for my recovery.”

About Level 3 Communications

Level 3 Communications, Inc. (NASDAQ: LVLT), an @rhational communications company, operates otlgeofargest Internet backbones in
the world, connecting 180 markets in 18 countfidse company serves a broad range of wholesalepeisieand content customers with a
comprehensive suite of services including: InteRretocol (IP) services, broadband transport afrdstructure services, colocation services,
voice and voice over IP services, and content daliand media distribution services. These senpcegide the building blocks to enable
Level 3's customers to meet their growing demandsflvanced communications solutions. The compamgb address is www.Level3.com.

“Level 3 Communications,” “Level 3,” the red 3D beclets and the Level 3 Communications logo are tegid service marks of Level 3
Communications, LLC in the United States and/oeptountries. Level 3 services are




provided by wholly owned subsidiaries of Level 3n@wnications, Inc. Any other service, product@mpany names recited herein may
trademarks or service marks of their respective ensn

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 avgest 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 acifigss; increase the volume of traffic on the netwaefend intellectual property and
proprietary rights; develop new products and seggithat meet customer demands and generate acéeptabgins; successfully comple
commercial testing of new technology and infornraigstems to support new products and servicasicathind retain qualified management
and other personnel; and meet all of the terms esmtlitions of debt obligations. Additional inforriwat concerning these and other important
factors can be found within Leve's filings with the Securities and Exchange ComioissStatements in this press release should bleiztesl

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




