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CURRENT REPORT OF MATERIAL EVENTS OR CORPORATE CHGES

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 reportehjty 26, 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, Coloradc 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-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

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

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

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

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




Item 2.02. Results of Operations and Financial Catition

On July 26, 2007, Level 3 Communications, Inc. (/&k3") issued a press release relating to, amalngrahings, second quarter 2007
financial results, including third quarter 2007 amdtain full year 2007 and 2008 financial projent. This press release is furnished as
Exhibit 99.1 to this Form 8-K and incorporated kbference as if set forth in full. The furnishingtbfs information shall not be deemed an
admission as to the materiality of the informatiociuded in this Form 8-K. This information is rfdéd but is furnished to the Securities and
Exchange Commission pursuant to Item 2.02 of Foi 8

Item 9.01. Financial Statements and Exhibits

(8) Financial Statements of Business Acqui
None

(b)  Pro Forma Financial Informatic
None

(c)  Shell Company Transactio
None

(d)  Exhibits

99.1 Press Release dated July 26, 2007, relating tondemaarter 2007 financial results, including thiuthrter 2007 and certain
full year 2007 and 2008 financial projectio




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned, hereunto duly authorized

Level 3 Communications, In

By: /s/ Neil J. Ecksteil

Neil J. Eckstein, Senior Vice Presidt

Date: July 30, 2007




Exhibit 99.1

Level (3)

COMMUNICATIONS
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 Hardmatr Valerie Finber¢
72(-88€-2292 72(-88€-2501

Level 3 Reports Second Quarter 2007 Results
Expected 2007 Integration Synergies on Track
Strong Sales During the Quarter

Financial and Business Highlights

»  Consolidated Revenue of $1.052 billion

*  Net Loss of $202 million, or $0.13 per share

* Consolidated Adjusted EBITDA of $193 million

»  Completed acquisition of Servecast Limited, a pieviof live and on-demand video management andrairg services in July 2007

BROOMFIELD, Colo., July 26, 2007 —Level 3 Communications, Inc. (NASDAQ: LVLT) repodteonsolidated revenue of $1.052 billion
for the second quarter 2007, compared to conselidavenue of $1.056 billion for the first quar2€07.

The net loss for the second quarter 2007 was $2idmor $0.13 per share, compared to a net tdsk647 million, or $0.44 per share, for
the previous quarter. Included in the net losgHerfirst quarter 2007 was a $427 million loss @29 per share on the extinguishment or
refinancing of long-term debt.

“While we have a great deal of work remaining, wade good progress on our overall integration ofimed companies,” said James Q.
Crowe, CEO of Level 3. “We are pleased with theticared positive operating environment in terms efndnd and importantly, our efforts
from integration and continued cost savings rediltémproved profitability and growth in Consoliéd Adjusted EBITDA.”




Consolidated Adjusted EBITDA  was $193 million iretsecond quarter 2007, compared to $170 milliotthf® first quarter 2007.

Second Quarter 2007 Financial Results

Metric Consolidated

(% in millions) Second Quarter Second Quarter

Revenue Results Projections(1)
Core Communications Servic 888 89C-$91C
Other Communications Servic 71 65-$70

SBC Contract Service

$
$
76 $ 45-$65
Total Communications Reveni $

1,03t 1,00¢-$1,04¢

R AR A e A

Other Revenu 17
Total Consolidated Reven 1,052
Consolidated Adjusted EBITDA (2)(3) 193 $ 18C-$20C
Capital Expenditure 170
Unlevered Cash Flow (< (64)
Free Cash Flow (- (141)
Communications Gross Margin ( 58%
Communications Adjusted EBITDA Margin ( 19%

(1) Projections issued April 26, 2007.

(2) Consolidated Adjusted EBITDA excludes $24 millionnon-cash compensation expense and $1 milliowmaash impairment
charges and includes $1 million of cash restrustucharges for the second quarter 2007.

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

Communications Business

Revenue

Total Communications Revenue for the second quafie? decreased slightly to $1.035 billion, ver$u937 billion for the previous quarter.
An $18 million increase in Core Communications $m revenue in the quarter was offset by a $2hamitiecline in Other Communicatio
Services revenue and SBC Contract Services revdimgecompany recognized $2 million in terminatiemenue in its Core Communications
Services revenue during the second quarter 2007pared to less than $1 million in termination ravewluring the first quarter 2007.

Communications Revenue Quarter ended Quarter ended Percent

($ in millions) June 30, 200% March 31, 2007 Change
Transport and Infrastructu $ 420 $ 406 3%
IP and Dat: $ 143 % 144 (<1%)
Voice $ 292 % 289 1%
Vyvx $ 33 % 31 6%

Total Core Communications Servic $ 888 $ 870 2%

Other Communications Servic $ 71 % 84 (15)%

SBC Contract Service $ 7% % 83 (8)%

Total Communications Revenue $ 1,03t $ 1,037 (<1%)




Core Communications Services

Core Communications Services revenue increasedeyuaer quarter by 2 percent. The increase wagpduasrily to the growth in long-haul
transport services and Vyvx broadcast servicesantPData revenue declined primarily as a resuti@implementation of new prices unde
contract renewal by the company’s largest high-8pBecustomer.

Core Communications Services revenue increasdwiBtsiness Markets Group, Content Markets GrodpEamopean Markets Group, as a
result of continued customer demand. The Wholddalékets Group had lower than expected Core Comeations Services revenue
primarily due to longer than expected service atidn times and lower than expected wholesale vwagenues.

In the second quarter 2007, the percent of Corer@amications Services revenue by each market grasgas follows:

*  Wholesale Markets Group — 56 percent
*  Business Markets Group — 27 percent
»  Content Markets Group — 10 percent

»  European Markets Group — 7 percent

Other Communications Services
Other Communications Services revenue declinedhyetcent to $71 million during the quarter, priityaas a result of expected declines in
managed modem services.

SBC Contract Services
SBC Contract Services revenue declined by 8 petoebit6 million quarter over quarter.

Deferred Revenue
The communications deferred revenue balance inede@s$943 million at the end of the second qu&®&7, compared to $939 million at
end of the first quarter 2007 as a result of indsitde right of use (IRU) sales during the quarter.

Cost of Revenue
Communications cost of revenue for the second qua@07 decreased to $437 million, versus $450aniih the previous quarter. Cost of
revenue decreased during the quarter primarilytddaiee benefit of ongoing optimization and integmatefforts.

Communications Gross Margii  was 58 percent fois#mnd quarter 2007, versus 57 percent for teedirarter 2007. The increase in
communications gross margin is primarily attribuéato lower third-party facilities expenses requdgtirom completed integration activities to
date.

Selling, General and Administrative (SG&A) Expenses

Communications SG&A expenses were $427 milliontier second quarter 2007, versus $439 million ferpttevious quarter. Both the
second quarter 2007 and first quarter 2007 Comnatinits SG&A expenses include $24 million of nonkcesmpensation expense. SG&A
expenses decreased in the second quarter 2007riyithee to a decrease in headcount related to tetegh planned integration activities.




Communications Adjusted EBITDA

Communications Adjusted EBITD® increased to $194ion for the second quarter 2007, compared toSsidllion for the previous
quarter. Communications Adjusted EBITDA increasethie period primarily due to SG&A and cost of newe synergies being realized from
completed integration efforts and the growth in€€8ommunications Services revenue, partially ofisedeclines in Other Communications
Services and SBC Contract Services revenues.

Second quarter 2007 Communications Adjusted EBITER@&udes $24 million of non-cash compensation egpemd $1 million of non-cash
impairment charges and includes a $1 million restming charge associated with reductions in waxdéas part of the compasyintegratior
efforts. First quarter 2007 Communications AdjudEBITDA excludes $24 million of non-cash compensa@xpense and includes a $4
million restructuring charge related to integration

Consolidated Cash Flow and Liguidity

During the second quarter 2007, Unlevered Cash Flowas negative $64 million, versus negative $6fianifor the previous quarter.
Consolidated Free Cash FléW  for the second qu26@7 was negative $141 million, versus negat®48imillion for the previous quarter,
resulting primarily from a decrease in net cashriedgt expense partially offset by higher capitalesditures. Net cash interest expense for the
second quarter 2007 was $77 million.

Working capital was a use of cash in the quartémarily from a reduction in accounts payable andrerease in accounts receivable as days
sales outstanding (DSO) increased during the quarte

As of June 30, 2007, the company had cash and tabdtkesecurities of approximately $807 million.

Integration and Operating Environment Update

“In the second quarter, we continued to make m@sgon reducing network and operating expensesghrour integration efforts,” said
Kevin O’Hara, president and COO of Level 3. “Andrfr a sales perspective, we continued to see pasitidamentals across the business:
substantial contract wins, a stable pricing enviment, and continued demand for the services Lewals3n its portfolio. However, we did <
an increase in service activation times as we naatto use the multiple order entry and provisigrpnocesses and systems that were ope
by the acquired companies. This cycle time incréaska negative effect on the rate of Core Comnatioics Services revenue growth during
the quarter. As we have consolidated key operdtfonations and organizations, we believe thattf@r short term, our operating environm
has become more complex.

“We remain on track for completing the ongoing m®& and system development work that is being imgiéed as part of the integration
efforts, which are expected to provide significemprovements to our operations. The systems utelezlopment are scheduled to be
deployed in the third quarter of 2007 and will doag to be implemented through 2008. While therafp@nal benefits vary by each project,
we expect to realize meaningful improvements tooierating environment during 2007. In additioe, ave currently taking steps to impr¢
the interim processes and systems to addressdiease in service activation times, and we exgeséé improvement in our operations over
the course of the second half of 2007.




“In terms of cost reductions expected as a redutitegration activity, we are on track to delivarerall integration synergies, which earlier in
the year we disclosed would be $200 million of r@tnand operating expenses on an annualized b&sien the progress made year to date
in this regard, we believe we will realize the $20illion of synergies earlier in the year than oraly expected.”

Corporate Transactions

Acquisitions

On July 11, 2007, Level 3 acquired Servecast, dibubeland provider of live and on-demand videamagement and streaming services for
broadband and mobile platforms, expanding the coryipaontent delivery network capabilities. Thenany paid approximately $45
million in cash consideration. This is a stratezapabilities acquisition that does not requiretiipe of physical integration associated with
larger, previously announced metro and backbomsaions.

Business Outlook

“In the third quarter, we expect to see accelergtetth in Core Communications Services revenueexpect to have resolved some of the
operational challenges that dampened Core ComntionisaServices revenue growth in the second quasaid Sunit Patel, CFO of Level 3.
“We expect that this growth should accelerate agathe fourth quarter as we see the benefit ofigfrsales and seasonality. Growth in Core
Communications Services revenue, from the firstiguao fourth quarter, on an annualized basisilisespected to be approximately 17
percent.

“We believe that we will see further expansion ings margins and Communications Adjusted EBITDAgimer as network and operating
expenses from integration efforts decrease andgigseincrease in the latter half of 2007. Wepmmecting Consolidated Adjusted EBITDA
to increase to $210-230 million for the third qeartWe remain confident in projected year-overryeends, and are reaffirming our full year
2007 guidance as well as full year 2008 Consolitiajusted EBITDA guidance of $1.15 billion to $b#lion.”

Third
Metric Quarter 2007 2007 Full Year
($ in millions) Projections Projections

Core Communications Services Reve $ 905-925 $ 3,60(-3,80C
Other Communications Services Reve $ 6C0-65 $ 24E-285
SBC Contract Services Rever $ 40-60 $ 18C-220
Total Communications Reven $ 1,005-1,05C $ 4,02:-4,30%
Consolidated Adjusted EBITD. $ 21C-230 $ 86(-920
Consolidated Capital Expenditur NA $ 60C-650
$

Net Cash Interest Expense N/A 500

(1) 2007 full year includes approximately $45 millioninterest income.

Summary
“We are on track to deliver synergies from our asijions as expected, and we believe our competiidvantages and position in the

marketplace are being recognized by our customsasg’ Crowe. “As a result, we saw strong sales nmbume throughout the quarter, and
demand for our services continues to grow acrodspteumarket segments.




“While service activation challenges remain, wedawvell developed plan to substantially improwsthprocesses. We continue to expect
significant growth in Core Communications Servio@genue throughout 2007. Longer term, both marked&mentals and our competitive
position continue to improve.”

Conference Call and Web Site Information

Level 3 will hold a conference call to discuss tleenpany’s second quarter results at 10 a.m. EDdytoto join the call, please dial 612-288-
0337. A live broadcast of the call can also be thearLevel 3's Web site at
http://lwww.level3.com/investor_relations/presermasi_events/conference_calls/q0207report.html. udicareplay of the call will be
accessible until 11:59 p.m. EDT on Thursday, Aug@£x007 by dialing 320-365-3844; access code 83.784 archived webcast of the
second quarter conference call together with teegrelease, financial statements and non-GAARod@iions may also be accessed at
http://www.level3.com/investor_relations/index.html

About Level 3 Communications

Level 3 Communications, Inc. (NASDAQ: LVLT), an @mhational communications company, operates otieeofargest Internet backbones
in the world, connecting 180 markets in 18 coustriehe company serves a broad range of wholegakrpeise and content customers with a
comprehensive suite of services including: InteRratocol (IP) services, broadband transport afrdsiructure services, colocation services,
voice and voice over IP services, content deliwrg media distribution services. These servicegigeahe building blocks to enable Level
3’s customers to meet their growing demands foaaded communications solutions. The company’s Veloess is www.Level3.com.

“Level 3 Communications,” “Level 3" and the LevelGommunications logo are registered service mafksegel 3 Communications, Inc. in
the United States and/or other countries. Any offreduct and company names herein may be tradenwditkeir respective owners. Level 3
services are provided by wholly owned subsidiapielsevel 3 Communications, Inc.

Forward-Looking Statement

Some of the statements that we make in this peésase are forward looking in nature. These statémare based on management’s current
expectations or beliefs. These forward lookingestents are not a guarantee of performance anduagest to a number of uncertainties and
other factors, many of which are outside our cohtndiich could cause actual events to differ matérifrom those expressed or implied by
the statements. The most important factors thaldcprevent us from achieving our stated goals idelubut are not limited to our ability to:
successfully integrate acquisitions; increase thieime of traffic on our network; defend our intetigal property and proprietary rights;
develop new products and services that meet custb@neands and generate acceptable margins; sueadBssbmplete commercial testing of
new technology and information systems to suppaat products and services; attract and retain qusdifnanagement and other personnel,
and meet all of the terms and conditions of ourt déltigations. Additional information concerningetfe and other important factors can be
found within Level s filings with the Securities and Exchange ComioissStatements in this press release should bleaeal in light of
these important factors. Level 3 is under no olil@ato, and expressly disclaims any such obligatm update or alter its forward-looking
statements, whether as a result of new informafiguye events, or otherwise.
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1) Non-GAAP Metrics
Pursuant to Regulation G, the Company is herebyigirgy a reconciliation of non-GAAP financial metsito the most directly comparable
GAAP measure.

The Company provides projections that include n@wAB metrics that the Company deems relevant to gemant and investors. These non-
GAAP metrics are Consolidated Adjusted EBITDA, Coumigations Gross Margin, Communications AdjustedTEBA Margin, Unlevered
Cash Flow and Consolidated Free Cash Flow. Ceofdime following reconciliations of these non-GAARancial metrics to GAAP include
forward-looking statements with respect to the iinfation identified as a projection. Level 3 has machumber of assumptions in preparing
our projections, including assumptions as to themanents of financial metrics. These assumptiordyding dollar amounts of the various
components that comprise a financial metric, mayay not prove to be correct. We caution you thasé forward-looking statements are
only projections, which are subject to risks andartainties including technological uncertaintypgincial variations, changes in the regula
environment, industry growth and trend predictidPiease see the Company’s Annual Report on Forig fiP-a description of these risks

and uncertainties.

In order to provide projections with respect to +@AAP metrics, we are required to indicate a rafoge€sAAP measures that are components
of the reconciliation of the non-GAAP metric. Theyision of these ranges is in no way meant tociagi that the Company is explicitly or
implicitly providing projections on those GAAP cooments of the reconciliation. In order to recontle non-GAAP financial metric to
GAAP, the Company has to use ranges for the GAARpoments that arithmetically add up to the non-GAisBncial 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. Wil sonsider our projections of non-GAAP financraktrics to be accurate if the specific
non-GAAP metric is met or exceeded, even if the ®Amponents 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 leasedaigp right-of-way costs, access charges and dttiet-party circuit

costs directly attributable to the network, as weslicosts of assets sold pursuant to sales-typededost of revenue also includes satellite
transponder lease costs, package delivery costblankl tape media costs attributable to the videsiress. Cost of revenue does not include
depreciation and amortization.

Communications Gross Margin (%)is defined as communications gross margin ($) éiidy communications revenue. Management
believes that communications gross margin is avaglemetric to provide to investors, as it is anmedhat management uses to measure the
margin available to the Company after it pays tpiagty network services costs; in essence, a measuhe efficiency of the Company’s
network.




Communications Gross Margin

($.in millions) Q207 Q107
Communications Revent $1,03t $1,037
Communications Cost of Reven $ 437 $ 450
Communications Gross Margin ($) $ 598 $ 587
Communications Gross Margin (%) 58% 57%

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

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

Management believes that Consolidated Adjusted BBIEnd Communications Adjusted EBITDA Margins aeéevant and useful metrics
provide to investors, as they are an important gitthe Company'’s internal reporting and are keyasuees used by Management to evaluate
profitability and operating performance of the Ca@my and to make resource allocation decisions. dgament believes such measures are
especially important in a capital-intensive indystuch as telecommunications. Management alsoGsesolidated Adjusted EBITDA and
Communications Adjusted EBITDA Margin to compare ompany’s performance to that of its competitdmnagement has adjusted
consolidated EBITDA to eliminate certain non-casl aon-operating items in order to consistently snea from period to period its ability
to fund capital expenditures, fund growth, serdebt and determine bonuses. Consolidated AdjUEBTIDA excludes norcash impairmel
charges and non-cash stock compensation expenaadgeaf the non-cash nature of these items. Cdased Adjusted EBITDA also
excludes interest income, interest expense, indaxes and gain (loss) on extinguishment of debabse these items are associated with the
Company’s capitalization and tax structures. Cadatéd Adjusted EBITDA also excludes depreciatind amortization expense because
these non-cash expenses reflect the impact ofat@pitestments which management believes shoutel/akiated through consolidated free
cash flow. Consolidated Adjusted EBITDA excludésen, net because these items are not relate@ orilmary operations 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,dHinancial measure does not include
certain significant items such as interest incoimerest expense, income taxes, depreciation amdt@ation, non-cash impairment charges,
non-cash stock compensation expense, gain/(lossaidy extinguishment of debt and net other incgexplense). Consolidated Adjusted
EBITDA and Communications Adjusted EBITDA Marginaghd not be considered a substitute for other mreasof financial performance
reported in accordance with GAAP.




Consolidated Adjusted EBITDA

Three Months Ended June 30, 2007 Information

($ in millions) Communications Services Other Consolidated
Net Earnings (L0sS) $ (199) $ — $ 3) $ (202
(Income) Loss from Discontinued Operatic $ — 8 — 3 —  $ —
Income Tax (Benefit) Expen: $ — 3 — 3 —  $ —
Total Other (Income) Expen: $ 123 $ — 3 — 123
Non-Cash Impairment Charg $ 1 % — 3 — 3 1
Depreciation and Amortization Exper $ 245 % — 3 2 9 247
Non-Cash Stock Compensation Expe $ 24 % — 3 — 3 24
Consolidated Adjusted EBITDA $ 194 $ — 1) $ 193
Consolidated Adjusted EBITDA

Three Months Ended March 31, 2007 Information

($ in millions) Communications Services Other Consolidated
Net Earnings (Loss) $ 647) $ — 3 — 3 (647)
(Income) Loss from Discontinued Operatic $ — $ — 3 — $ —
Income Tax (Benefit) Expent $ 1 % — 3 1 % 2
Total Other (Income) Expen: $ 570 $ — 3 — 3 570
Non-Cash Impairment Char $ — 3 — 3 —  $ —
Depreciation and Amortization Exper $ 220 % — 3 1 3 221
Non-Cash Stock Compensation Expe $ 24 % — 3 — 3 24
Consolidated Adjusted EBITDA $ 168 $ — 3 2 $ 170
Consolidated Adjusted EBITDA

Three Months Ended June 30, 2006 Information

($ in millions) Communications Services Other Consolidated
Net Earnings (Loss) $ (224) $ 23- — 9 (201)
(Income) Loss from Discontinued Operatic $ — 8 (23) $ — 3 (23)
Income Tax (Benefit) Expen: $ — 3 — 3 1 3 1
Total Other (Income) Expen: $ 207 $ — 3 2) $ 205
Non-Cash Impairment Charg $ 4 $ — 3 — 3 4
Depreciation and Amortization Exper $ 163 $ — 3 1 % 164
Non-Cash Stock Compensation Expe $ 20 $ — 3 — 3 20
Consolidated Adjusted EBITDA $ 170 $ — — % 170




Communications Adjusted EBITDA Margin

($ in millions) Q207 Q107
Communications Revent $1,035 $1,037
Communications Adjusted EBITD $ 194 $ 168
Communications Adjusted EBITDA Margin 19% 16%
Projected Consolidated Adjusted EBITDA Consolidated
Three Months Ended September 30, 20C Range

($.in millions) Low High
Net Earnings (Loss) $(205) $(165)
Total Other (Income) Expen: $135 $125
Depreciation and Amortization Exper $260 $ 245
Non-Cash Stock Compensation Expe $ 20 $ 25
Consolidated Adjusted EBITDA $210 $ 230
Projected Consolidated Adjusted EBITDA Consolidated
Twelve Months Ended December 31, 20C Range

($.in millions) Low High
Net Earnings (Loss) $(1,205) $(1,10%)
Total Other (Income) Expen: $ 970 $ 0950
Depreciation and Amortization Exper $ 1,00C $ 0960
Non-Cash Stock Compensation Expe $ 95 $ 115
Consolidated Adjusted EBITDA $ 860 $ 920
Projected Consolidated Adjusted EBITDA Consolidated
Twelve Months Ended December 31, 20C Range

($ in millions) Low High
Net Earnings (Loss) $ (520) $ (320)
Total Other (Income) Expen: $ 525 $ 495
Depreciation and Amortization Exper $1,04C  $1,00C
Non-Cash Stock Compensation Expe $ 105 $ 125
Consolidated Adjusted EBITDA $1,15C $1,30C

Unlevered Cash Flowis defined as net cash provided by (used in) operaictivities less capital expenditures, and agldhack cash interest
paid, less interest income all as disclosed ircthresolidated statements of cash flows or the cadeteld condensed statements of operations.
Management believes that Unlevered Cash Flow édesvant metric to provide to investors, as it igraticator of the operational strength and
performance of the Company and, measured over pfnogjdes management and investors with a sendeafrowth pattern of the business.
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There are material limitations to using Unlevere$iCFlow to measure the Company against some aiitpetitors as it excludes certain
material items such as cash spent on merger ansét@n activity and interest expense. Level 3slnet currently pay a significant amount
of income taxes due to net operating losses, amefibre, generates higher cash flow than a comfgabaisiness that does pay income taxes.
Additionally, this financial measure is subjectriability quarter over quarter as a result oftineng of payments related to accounts
receivable and accounts payable. Unlevered Cash $Hould not be used as a substitute for net changmsh 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 disdds the
consolidated statements of cash flows. Managensdiges that Consolidated Free Cash Flow is a aglemetric to provide to investors, a
is an indicator of the Company’s ability to generaaish to service its debt. Consolidated Free Elsi excludes cash used for acquisitions
or principal repayments.

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

Unlevered Cash Flow and Consolidated Free Cash Flo

Three Months Ended June 30, 2007 Unlevered Cash Consolidated
($ in millions) Flow Free Cash Flow
Net Cash Provided by Operating Activities $ 29 % 29
Capital Expenditure $ (170) $ (170)
Cash Interest Pa $ 89 N/A
Interest Incomq $ (12) N/A
Total $ (64) $ (141)
Unlevered Cash Flow and Consolidated Free Cash Flo

Three Months Ended March 31, 2007 Unlevered Cash Consolidated
($ in millions) Flow Free Cash Flow
Net Cash Used in Operating Activities $ 93) % (93)
Capital Expenditure $ (155) $ (155)
Cash Interest Pa $ 200 N/A
Interest Incomq $ (21) N/A
Total $ (69) $ (248)
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Level (3)

COMMUNICATIO

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

(unaudited)
Three Months Ended
June 30, March 31, June 30,
2007 2007 2006
(dollars in millions, except per share data
Revenue
Communication: $ 103k $ 1037 $ 819
Other 17 19 16
Total Revenue 1,052 1,05€ 835
Costs and Expense
Cost of Revenu 454 466 399
Depreciation and Amortizatic 247 221 164
Selling, General and Administrative, including ncaish compensation of $24, $24 and $20.
respectively 428 440 283
Restructuring Charges, including non-cash impaitnabarges of $1, $-, and $4, respectively 2 4 7
Total Costs and Expenses 1,131 1,131 853
Operating Los: (79) (75) (18)
Other Income (Loss), ne
Interest Incom: 12 21 16
Interest Expens (138) (165) (170)
Loss on Extinguishment of De — (427) (55)
Other Income (Expense) 3 1 4
Other Income (Loss) (123) (570) (205)
Loss from Continuing Operations Before Income Te (202 (645) (223)
Income Tax Expense — (2) 1)
Loss from Continuing Operatiol (202 (647) (224)
Income from Discontinued Operations — — 23
Net Loss $ (202) $ 647) $ (201)
Basic and Diluted Loss per Sha
Loss from Continuing Operatiol $ (013 $ (044 $ (0.29
Income from Discontinued Operations — — 0.02
Net Loss $ (0.13) $ 0.49) $ (0.23)
Weighted Average Shares Outstanding (in thousa
Basic and Diluted 1,529,61: 1,469,16: 881,15¢
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Level (3)

COMMUNICATIO

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Assets

Current Assets
Cash and cash equivalel
Marketable securitie
Restricted securitie

Consolidated Condensed Balance Sheets
(unaudited)

Accounts receivable, less allowances of $17, $17%r7, respectivel

Other
Total Current Assets

Property, Plant and Equipment, |
Restricted Securitie
Goodwill and Other Intangibles, n

Other Assets, net

Liabilities and Stockholders' Equi

Current Liabilities:
Accounts payabl
Current portion of lon-term debt
Accrued payroll and employee bene
Accrued interes
Deferred revenu
Other

Total Current Liabilities

Long-Term Debt, less current portis
Deferred Revenu
Other Liabilities

Stockholders' Equity

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

13

June 30, March 31, December 31
2007 2007 2006
(dollars in millions)
$ 739 % 834 $ 1,681

68 8 235

28 36 46

455 450 326

133 126 101

1,42¢ 1,504 2,38¢

6,72¢ 6,67% 6,46¢

92 92 90

2,10t 2,217 919

160 147 128

$ 10,50¢ $ 10,63t $ 9,994
$ 401 $ 462 $ 391
31 34 5

82 74 92

124 94 143

171 163 142

174 208 156

983 1,03t 929

6,82¢ 6,825 7,357

772 776 753

592 587 581

1,334 1,414 374

$ 10,50¢ $ 10,63t $ 9,994




Level (3)

COMMUNICATIO

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

Cash Flows from Operating Activitie
Net loss
Income from discontinued operations
Loss from continuing operations
Adjustments to reconcile loss from continuing opierss to net cash provided by (used in) oper:
activities of continuing operation
Depreciation and amortizatic
Gain on sale of property, plant and equipment,@thdr asset
Loss on extinguishment of lo-term debt, ne
Non-cash compensation expense attributable to stockda
Non-cash impairment expens
Amortization of debt issuance co:
Accreted interest on discount de
Accrued interest on lor-term debt
Changes in working capital items net of amountsiaed:
Receivable!
Other current asse
Payable:
Deferred revenu
Other current liabilitie:
Other
Net Cash Provided by (Used in) Operating Activitidontinuing Operation

Cash Flows from Investing Activitie
Capital expenditure
Advances from discontinued operations,
Proceeds from sale and maturity of marketable fiérs)
Purchase of marketable securil
Proceeds from sale of property, plant and equipt
(Increase) decrease in restricted cash and sesnite’
Acquisitions, net of cash acquired

Net Cash Used in Investing Activitis

Cash Flows from Financing Activitie
Long-term debt borrowings, net of issuance c
Proceeds from warrants and st-based equity plar
Payments ollong-term debt, including current portion and refinagcaosts
Equity offering
Net Cash Provided by (Used in) Financing Activil
Net Cash Provided by Discontinued Operati
Effect of Exchange Rates on Cash
Net Change in Cash and Cash Equival
Cash and Cash Equivalents at Beginning of Perizdyding cash of discontinued operations)

Cash and Cash Equivalents at End of Period (inetudash of discontinued operations)

Supplemental Disclosure of Cash Flow Informati
Cash interest pai

Total Cash, Current Marketable Securities and Nmect Marketable Securities (excludes cash of
discontinued operations in the three months ended 30, 2006

Three Months Ended
June 30, March 31, June 30,
2007 2007 2006
(dollars in millions)

$ (2020 $ (647) $ (201)

— (23)

(202) (647) (224)
247 221 164
(1) (1) (3)
— 427 55
24 24 20

1 — 4

4 4 3

6 9 11
39 (48) 34
@) (35) 14
(8) (18) (7)
(66) (13) 1
3 38 (14)
(195) (53) (1)
4 (1) 3
29 (93) 60
(170) (155) (73)
— — 12
8 280 5
— — (98)
— 2 —
@) 16 —
4 (626) (12)
(161) (483) (166)
(10) 2,362 628
1 23 —
@) (2,611 (53)
— — 543
(13) (226) 1,11€
— — 62
— 5 4
(145) (797) 1,07€
884 1,681 580

$ 739 % 884 $ 1,65€

$ 89 $ 200 $ 122

$ 807 $ 892 $ 2,07¢
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