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SECURITIES AND EXCHANGE COMMISSION  
WASHINGTON, D.C. 20549  

 

FORM 8-K/A-4  

CURRENT REPORT PURSUANT  
TO SECTION 13 OR 15(D) OF THE  

SECURITIES EXCHANGE ACT OF 1934  

Date of report (Date of earliest event reported): February 4, 2003  

Commission file number: 0-15658  

Level 3 Communications, Inc.  
(Exact name of Registrant as specified in its charter)  

(720) 888-1000  
(Registrant's Telephone Number, Including Area Code)  

 
ITEM 2. ACQUISITION OR DISPOSITION OF ASSETS.  

        On February 4, 2003, Level 3 Communications, LLC, a Delaware corporation and indirect wholly-owned subsidiary of the Registrant, and 
Genuity Managed Services, LLC (formerly known as Greenland Managed Services, LLC), a Delaware limited liability company and indirect 
wholly-owned subsidiary of the Registrant (together, the "Purchasers"), consummated the purchase of substantially all of the assets, and the 
assumption of certain of the liabilities, of Genuity Inc., a Delaware corporation, and certain subsidiaries of Genuity Inc. (the "Seller" or 
"Genuity"), which operated a telecommunications and internet services business. The transaction was consummated pursuant to the terms of an 
Asset Purchase Agreement, dated as of November 27, 2002, as amended (the "Asset Purchase Agreement"), among the Registrant, the 
purchasers and the Sellers.  

        This Current Report on Form 8-K/A-4 of Level 3 Communications, Inc. ("Level 3"), amends the Current Report on Form 8-K/A-2 of 
Level 3 Communications, Inc. dated June 18, 2003 to include restructuring and impairment charges incurred by Genuity in the Pro Forma 
Combined Condensed Statement of Operations for the year ended December 31, 2002. The Company's original Form 8-K/A-2 excluded these 
charges. Other than the adjustment for the restructuring and impairment charges, the pro forma financial statements reflect the preliminary 
purchase price allocation, and resulting affects on depreciation and amortization expense, used in the Form 8-K/A-2 filing. The Company's 
quarterly reports on Form 10-Q in 2003 include disclosures on subsequent changes to the purchase price and purchase price allocation. In 
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addition, the historical financial information of Level 3 Communications, Inc. and Genuity are consistent with that included in the Form 8-K/A-
2 filed on June 18, 2003.  

 
ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS.  

(b)  PRO FORMA FINANCIAL INFORMATION.  

UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL ST ATEMENTS OF LEVEL 3 COMMUNICATIONS, INC.  

        The following Unaudited Pro Forma Combined Condensed Balance Sheet of Level 3 Communications, Inc. as of December 31, 2002 and 
the Unaudited Pro Forma Combined Condensed Statement of Operations of Level 3 Communications, Inc. for the year then ended give effect 
to the Genuity transaction. The pro forma financial statements account for the Genuity transaction under the purchase method of accounting.  

        The Unaudited Pro Forma Combined Condensed Balance Sheet assumes the Genuity transaction occurred on December 31, 2002. The 
Unaudited Pro Forma Combined Condensed Statements of Operations for the year ended December 31, 2002 assume the Genuity transaction 
occurred on January 1, 2002. The unaudited pro forma financial data is based on the historical consolidated financial statements of Level 3 
Communications, Inc. and the historical consolidated financial statements of Genuity and under the pro forma assumptions and adjustments set 
forth in the accompanying explanatory notes.  

        The Genuity transaction has been accounted for as an acquisition by Level 3. As Level 3 is considered the accounting acquiror, the 
historical basis of Level 3's assets and liabilities were not affected by the Genuity Inc. transaction, with the exception of revenue and deferred 
revenue attributable to transactions between Genuity and Level 3 executed in periods prior to the acquisition of Genuity by Level 3. For 
purposes of developing the Unaudited Pro Forma Combined Condensed Balance Sheet as of December 31, 2002, the acquired current assets 
and assumed liabilities of Genuity have been recorded at their estimated fair values. The values assigned in these pro forma financial statements 
are preliminary and represent management's best estimate of current values which are subject to revision. The preliminary values assigned to 
the intangible assets includes a significant  
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customer contract and a related obligation for which a contingency exists. The preliminary values assigned to these items were based on 
estimates which could significantly impact the final purchase price allocation. Level 3 acquired the assets and assumed the liabilities of Genuity 
while Genuity was protected under Chapter 11 of the U.S. Bankruptcy Code. Under the terms of the Asset Purchase Agreement, Level 3 has 
the option to reject certain customer and vendor contracts for up to three months following the purchase date. Management currently knows of 
no events or circumstances other than those disclosed in these pro forma notes that would require a material change to the preliminary purchase 
price allocation. However, a determination of required purchase accounting adjustments will be made upon the completion of a study to be 
undertaken by Level 3 to determine the value of certain of Genuity Inc.'s assets, including identifiable intangible assets, and liabilities. The 
actual financial position and results of operations will differ, perhaps significantly, from the pro forma amounts reflected herein due to a variety 
of factors, including access to additional information, changes in value not currently identified and changes in operating results between the 
dates of the pro forma financial data and the date of the Genuity Inc. transaction. See Note (c) to Unaudited Pro Forma Combined Condensed 
Balance Sheet.  

        Under the terms of the Asset Purchase Agreement, the purchase price paid by the Purchasers was approximately $137 million (the 
"Purchase Price"), of which (a) approximately $117 million was paid to the Sellers in cash, and (b) $20 million was placed in escrow to fund 
any indemnification claims pursuant to the terms of the Asset Purchase Agreement.  

        The Purchase Price was calculated using an agreed base price as of November 27, 2002 of approximately $242 million, which was 
reduced by (a) approximately $13 million relating to the actual timing of the closing, (b) approximately $65 million, representing the maximum 
amount of payments the Purchaser may later make to cover the rejection claims of creditors in the Sellers' bankruptcy case, (c) and 
approximately $27 million, representing the estimated severance amount payable to certain of Sellers' former employees whose employment 
could be terminated, which will be expensed as incurred by Level 3. Of the Purchase Price, approximately $60 million represents cash 
consideration paid to Sellers, and approximately $77 million represents cash payments related to assumed network obligations. The Purchasers 
financed the entire amount of the Purchase Price from cash on hand.  

        The Asset Purchase Agreement also provides for post-closing Purchase Price adjustments related to the amount of (a) annualized recurring 
revenue, (b) various prepaid items and deposits, (c) property taxes payable on purchased property, (d) severance payments to certain of the 
Sellers' former employees and (e) an adjustment based on the aggregate dollar value of rejection claims in the Sellers' bankruptcy estate. No 
amounts have been recorded in the Pro Forma information related to post-closing adjustments.  

        The assets acquired under the Asset Purchase Agreement include real estate and leases comprising office space, and space used for 
equipment related to the telecommunications and Internet services business of Sellers. Purchaser intends to continue substantially the same uses 
of these assets going forward other than those assets identified as for sale.  



        The distressed financial condition of Genuity has resulted in the deterioration of its recurring revenue base. Level 3 expects revenue to be 
significantly below historical results reported by Genuity in the Pro Forma Combined Condensed Statements of Operations for the year ended 
December 31, 2002 as a result of these customers disconnecting service. The Company also expects to reject certain customer contracts that 
will also result in a decrease in revenue. Level 3 intends to review the synergies of the combined business, which may result in a plan to realign 
or reorganize certain of Genuity's existing operations. The costs of implementing such a plan, if it were to occur, have not been reflected in the 
accompanying pro forma financial statements. The impact of a potential realignment, assuming such a plan were in place at the consummation 
date of the Genuity transaction, could increase or decrease the amount of long-lived assets recognized by Level 3 in accordance with Emerging 
Issues  

3  

 

Task Force No. 95-3, "Recognition of Liabilities in Connection with a Purchase Business Combination." The Unaudited Combined Condensed 
Statements of Operations exclude any benefits that may result from synergies that may be derived, or the elimination of duplicative efforts. 
Level 3 expects to reduce its combined workforce by approximately 700 employees during the next twelve months and may incur significant 
severance costs as these reductions occur. The costs associated with these future workforce reductions have not been included in the Unaudited 
Pro Forma Combined Condensed Statements of Operations.  

        Management believes that the assumptions used provide a reasonable basis on which to present the unaudited pro forma financial data. 
The unaudited pro forma financial data may not be indicative of the financial position or results that would have occurred if the Genuity 
transaction had been in effect on the dates indicated or which may be obtained in the future.  

        The unaudited pro forma financial data should be read in conjunction with the historical consolidated financial statements and 
accompanying notes thereto for Level 3 Communications, Inc., and the historical consolidated financial statements and accompanying notes for 
Genuity for the relevant periods.  

4  

 
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES  

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEE T  
AS OF DECEMBER 31, 2002  

     

HISTORICAL  
LEVEL 3(a) 

  

HISTORICAL  
GENUITY(a) 

  

PRO  
FORMA  

ADJUSTMENTS 

  

PRO  
FORMA  
LEVEL 3 

  

     

(dollars in millions, except per share data)  

   
Assets                           
Current Assets:                           
                $ (887 )    b       
  Cash and cash equivalents   $ 1,142   $ 887     (144 )  c1 $ 998   

  Restricted cash     99     24     (24 )    b   99   

  Accounts receivable, net     539     150     (150 )    b   539   
                  (46 )    b       
  Other     154     46     13     c2   167   
            
Total Current Assets     1,934     1,107     (1,238 )   1,803   
                  (501 )    b       
Property, Plant and Equipment, net     6,010     501     259     c3   6,269   
Restricted Cash     467     —    —    467   
                  (20 )    b       
Goodwill and Intangibles, net     380     20     131     c4   511   
                  (5 )    b       
Other Assets, net     172     5     42     c5   214   
            
    $ 8,963   $ 1,633   $ (1,332 ) $ 9,264   
            
Liabilities and Stockholders' Deficit                           
Current Liabilities:                           

Accounts payable and accrued circuits   $ 691   $ 31   $ (31 )    b $ 691   



See Notes to Unaudited Pro Forma Combined Condensed Balance Sheet  
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LEVEL 3 COMMUNICATIONS, INC.  

NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED BAL ANCE SHEET  
(AMOUNTS IN MILLIONS, EXCEPT PER SHARE DATA)  

(a)  

  
  Current portion of long-term debt     4     —    121     c6   125   

  Liabilities subject to compromise     —    3,900     (3,900 )    b   —  

  Accrued payroll and employee benefits     156     9     (9 )    b   156   
                  (1 )    b       
  Deferred revenue     199     1     (4 )  c7   195   
                  (14 )    b       
  Other     303     14     41     c8   344   
            
Total Current Liabilities     1,353     3,955     (3,797 )   1,511   
Long-Term Debt, less current portion     6,102     —    188     c6   6,290   
                  (72 )  c7       
Deferred Revenue     1,264     —    6     c9   1,198   
Accrued Reclamation Costs     92     —    —    92   
Other Liabilities     392     —    21   c10   413   
Stockholders' Deficit:                           
  Common stock     4     —    —    4   

  Additional paid-in capital     6,273     6,109     (6,109 )    b   6,273   

  Accumulated other comprehensive loss     (132 )   (3 )   3      b   (132 ) 

  Accumulated deficit     (6,385 )   (8,428 )   8,428      b   (6,385 ) 
            
Total Stockholders' Deficit     (240 )   (2,322 )   2,322     (240 ) 
            
    $ 8,963   $ 1,633   $ (1,332 ) $ 9,264   
            

These columns reflect the historical balance sheets of the respective companies. Certain reclassifications have been made to the 
combined historical financial statements of Genuity to conform to the presentation expected to be used by Level 3.  
 

(b)  This entry removes the Genuity assets and liabilities not included in the Asset Purchase Agreement.  
 

(c)  This entry reflects the preliminary allocation of the purchase price to identifiable net assets acquired and liabilities assumed.  
 

(c1)  Cash consideration paid for acquisition. Includes $7 million of transaction costs.  
 

(c2)  Miscellaneous prepaid assets assumed in the acquisition.  
 

(c3)  Adjustment to reflect value of Genuity property, plant and equipment received in acquisition which have estimated useful lives of 2 to 
40 years.  
 

(c4)  Adjustment to reflect value of intangible assets associated with customer contracts and relationships acquired in transaction which have 
estimated useful lives of 3 to 5 years based on preliminary estimates. The preliminary purchase price did not result in any goodwill.  
 

(c5)  Adjustment to reflect certain corporate facilities acquired in the transaction as available for sale and other noncurrent assets.  
 

(c6)  Adjustment to reflect current and noncurrent portions of assumed capital lease obligations.  
 

(c7)  Adjustment to remove Level 3 deferred revenue attributable to Genuity contracts which existed prior to the transaction.  
 

(c8)  Adjustment to reflect current obligations assumed in the acquisition.  
 

(c9)  Adjustment to reflect deferred revenue obligations assumed in the acquisition based on estimated incremental costs to provide service 
plus a normal profit margin.  



 
(c10)  Adjustment to reflect other noncurrent obligations assumed in the acquisition.  
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES  

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF  OPERATIONS  
FOR THE YEAR ENDED DECEMBER 31, 2002  

See Notes to Unaudited Pro Forma Combined Condensed Statement of Operations  
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HISTORICAL  
LEVEL 3(a) 

  

HISTORICAL  
GENUITY(a) 

  

INTER-  
COMPANY  

ADJUSTMENTS 

  

PRO FORMA  
ADJUSTMENTS 

  

PRO FORMA  
LEVEL 3 

  

     

(dollars in millions, except per share data)  

   
Revenue   $ 3,148   $ 975   $ (7 )b $ —  $ 4,116   
Costs and Expenses:                                 
  Cost of revenue     2,032     953     (7 )b         2,978   
  Depreciation and amortization   

  802     265     —  

  (265 
117 

)c 
 
  d   919   

  
Selling, general and 
administrative     944     295     —    —    1,239   

  
Restructuring and impairment 
charges     181     1,376     —    —    1,557   

              
    Total costs and expenses     3,959     2,889     (7 )   (148 )   6,693   
              
Loss from Operations     (811 )   (1,914 )   —    148     (2,577 ) 
Other Income (Expense):                                 
  Interest income     29     —    —    —    29   
                  —    137   e       
  Interest expense     (560 )   (137 )         (41 )f   (601 ) 
  Other, net     108     (12 )   —    11   g   107   
              
    Total other expense     (423 )   (149 )   —    107     (465 ) 
              
Loss from Continuing Operations 
Before Income Tax     (1,234 )   (2,063 )   —    255     (3,042 ) 
Income Tax Benefit (Expense)     121     (2 )   —    —    119   
              
Net Loss from Continuing 
Operations   $ (1,113 ) $ (2,065 ) $ —  $ 255   $ (2,923 ) 
              
Earnings (Loss) Per Share of Level 
3 Common Stock (Basic and 
Diluted):                                 
  Continuing operations   $ (2.74 )                   $ (7.18 ) 
                          
Weighted Average Shares 
Outstanding used to Compute 
Basic and Dilutive Earnings Per 
Share (in thousands)     407,317                       407,317   
                          



LEVEL 3 COMMUNICATIONS, INC.  

NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED  
STATEMENTS OF OPERATIONS  

(a)  These columns reflect the historical statements of operations of the respective companies.  
 

(b)  Adjustment reflects the elimination of historical intercompany sales transactions between Level 3 and Genuity.  
 

(c)  Remove historical depreciation and amortization expense attributable to Genuity.  
 

(d)  Record depreciation and amortization expense for tangible and intangible assets obtained in acquisition based on preliminary purchase 
price allocation.  
 

(e)  Remove historical interest expense attributable to Genuity.  
 

(f)  Record interest expense to reflect interest attributable to the capitalized leases assumed in the transaction. The interest rates on the 
capitalized leases have been adjusted to reflect rates available to Level 3 for debt obligations with similar terms and features.  
 

(g)  Remove Genuity bankruptcy reorganization expenses as they are not recurring.  
 

(h)  The pro forma combined condensed financial statements reflect a preliminary allocation to tangible assets, liabilities and other 
intangible assets. The final purchase price allocation may result in different allocations for tangible and intangible assets than that 
presented in these pro forma combined condensed financial statements. Adjustments to these assets would also affect depreciation and 
amortization expense. A $50 million adjustment to the value assigned to the long-lived tangible and intangible assets would result in a 
$14 million change in depreciation and amortization expense per year based on the weighted average life (approximately 3.5 years) of 
the assets obtained in the acquisition.  
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SIGNATURE  

        Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf 
by the undersigned hereunto duly authorized.  
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Level 3 Communications, Inc. 

 
Dated: March 5, 2004 

 
  

 
/s/   ERIC J. MORTENSEN        

Eric J. Mortensen  
Senior Vice President, Controller and Principal Accounting Officer 


