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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 reportdegbruary 11, 2009

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)

the following provisions (see General Instructior2 Abelow):
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O

Written communications pursuant to RA2& under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rulead® under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications putdodRule 14d-2(b) under the Exchange Act (17 CBR.24d-2(b))

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




Item 2.02. Results of Operations and Financial Catition

On February 11, 2009, Level 3 Communications, (fievel 3”) issued a press release relating to, mgnather things, fourth quarter and full
year 2008 financial results, including certain fgglar 2009 financial projections. This press redaagurnished as Exhibit 99.1 to this For-

K and incorporated by reference as if set fortfulh The furnishing of this information shall nbe deemed an admission as to the materiality
of the information included in this Form 8-K. Thigormation is not filed but is furnished to thecBdties and Exchange Commission
pursuant to Item 2.02 of Form 8-K.

Item 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 February 11, 2009, relatimgriong other things, fourth quarter and full ye@®& financial results,
including certain full year 2009 financial projamnts.
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Exhibit 99.1

Level (3)

COMMUNICATIONS

Level 3 Reports Fourth Quarter and Full Year 2008 Rsults
Company reports 20 percent year-over-year Consolidated Adjusted EBITDA growth

Fourth Quarter Financial Highlights

»  Consolidated Revenue of $1.05 billion

* Netincome of $44 million or $0.03 per basic shar¢$0.03) per diluted share

* Consolidated Adjusted EBITDA of $323 million

e Free Cash Flow of $124 million

»  Cash balance of $768 million as of Dec.31, 20086%4 million for the year

»  Completed tender offers for $460 million of 20021&910 maturities and offering of $400 million &% Convertible Senior Notes due
2013

BROOMFIELD , Colo., Feb. 11, 2009 —tevel 3 Communications, Inc. (NASDAQ: LVLT) repodteonsolidated revenue of $1.05 billion
for the fourth quarter 2008, compared to consofidaevenue of $1.10 billion for the fourth qua2807. For the full year 2008, consolidated
revenue increased to $4.30 billion, compared t@B4illion in 2007.

Net income for the fourth quarter 2008 was $44ianillor $0.03 per basic share and ($0.03) peratlishare. This compared to a net los
$91 million, or ($0.06) per share for the fourtracier 2007. The net loss for 2008 was $290 millmn($0.19) per share, compared to a net
loss of $1.11 billion, or ($0.73) per share in 2007

Consolidated Adjusted EBITDA was $323 million iretfourth quarter 2008, which included a net berf#52 million from four

adjustments (“Fourth Quarter 2008 Adjustments” $dllion benefit from a reduction in estimatedetsgtirement obligations (ARO), $14
million charge for patent litigation expenses, $diflion in severance charges for employee workfaeshuctions, and $8 million in real estate
lease impairment charges. Without the benefit es¢hFourth Quarter 2008 Adjustments, Consolidadjdséed EBITDA increased to $271
million in the fourth quarter 2008, compared to 2dillion for the fourth quarter 2007. For the fudar 2008, without the benefit of the
Fourth Quarter 2008 Adjustments, Consolidated Adpi€BITDA was $988 million, compared to $824 noifiifor the full year 2007.

“In the fourth quarter, we delivered strong Condated Adjusted EBITDA growth, and generated sigaifit positive Free Cash Flow,” said
James Crowe, CEO of Level 3. “In




addition, the capital markets transactions we ceiepl during the quarter meaningfully strengthengdoalance sheet.”

Financial Results

Fourth Third
Metric Fourth Quarter Quarter Full Year Full Year
(% in millions) Quarter 2008 2007 2008 2008 2007
Revenue
Core Communications Services $ 96€ $ 95 3 964 $ 3,86( $ 3,622
Other Communications Servic $ 68 $ 12¢ % 9N $ 36€ $ 577
Total Communications Revenue| $ 1,03¢ $ 1,08 $ 1,05¢ $ 4,22¢ $ 4,19¢
Other Revenu $ 15 $ 16 $ 16 $ 75 % 70
Total Consolidated Reveni $ 1,04¢ 3 1,10C $ 1,07C $ 4,301 $ 4,26¢
Consolidated Adjusted EBITDA (2) (3) $ 328 $ 24¢  $ 258 $ 1,04C $ 824
Capital Expenditure $ 107 $ 158 $ 128 % 44¢  $ 632
Unlevered Cash Flow(: $ 251 $ 14€ $ 124 % 48C $ 89
Free Cash Flow(z $ 124 $ 41 $ 4 % (36) $ (402
Communications Gross Margin( 60.(% 59.(% 59.7% 58.£% 57.%%
Communications Adjusted EBITDA Margin| 31.2% 22.1% 24.% 24.€% 19.€%
Communications Adjusted EBITDA Margin,
Excluding Fourth Quarter 2008 Adjustments
2 (3) 26.2% 22.7% 24.4% 23.4% 19.6%

(1) Includes Vyvx Advertising Distribution business revenues of $11 million, $15 million, and $36 million for the fourth quarter
2007, full year 2008 and full year 2007, respectively.

(2) Excluding Fourth Quarter 2008 Adjustments of $52 million, Consolidated Adjusted EBITDA would have been $271 million and
$988 million for the fourth quarter 2008 and full year 2008, respectively.

(3) Seeschedule of non-GAAP metrics for definition and reconciliation to GAAP measures.

Communications Business

Revenue
Total Communications Revenue for the fourth qua2@98 was $1.03 billion, versus $1.08 billion fbe fourth quarter 2007. Total
Communications Revenue for 2008 was $4.23 billlampared to $4.20 billion in 2007.

Normalized
Communications Fourth Fourth Normalized Normalized
Revenue Quarter Quarter Percent Full Year Full Year Percent
($ in millions) 2008 2007(1) Change(2) 2008(1) 2007(1) Change(2)
Core Network Service $ 78t % 772 2% $ 3,132 $ 2,95¢ 6%
Wholesale Voice Service $ 181 $ 172 5% $ 71z $ 62¢ 14%
Total Core 96€ $ 944 2% $ 3,84t $ 3,58¢ 7%
Communications Service
Other Communications
Services $ 68 $ 12¢ 47% $ 36 $ 577 (B37%
Total Communications
Revenue $ 1,032 % 1,07: 4% $ 4211 $ 4,16¢ 1%




(1) For purposes of this press release, “Normalized” ams reported prior period revenues after subtragithe revenues from
the Vyvx Advertising Distribution business, whichag sold on June 5, 200&xcludes Core Network Services revenue
associated with the Vyvx Advertising Distribution business of $11 million, $15 million, and $36 million for the fourth quarter
2007, full year 2008, and full year 2007, respectively.

(2) Assuming constant currency, quarter over quarter Core Communications Services revenue growth would have been 2 percent
and year-over-year growth would have been 7.6 percent

Core Communications Services

Core Communications Services revenue, which indu@iere Network Services and Wholesale Voice Sesyiwas $966 million in the fourth
guarter 2008, a 2 percent increase compared to &lmed Core Communications Services revenue of $8iflibn in the fourth quarter 2007.
Fourth quarter Core Communications Services reveragnegatively affected by approximately $14 willidue to the strengthening of the
U.S. dollar against European currencies.

For the full year 2008, Normalized Core Communimadi Services revenue grew 7.2 percent to approglynd8.85 billion, compared to
$3.59 billion for the full year 2007. In 2008, Naatized full year Core Communications Services regigrew approximately 7.6 percent,
assuming constant currency rates from the thiradtqua008 to the fourth quarter 2008.

Core Communications Services revenue by marketgnas:

Fourth Normalized Third

Core Communications Services Revenue Quarter Fourth Quarter Quarter

($ in millions) 2008(1) 2007(2) 2008
Wholesale Markets Grot $ 54¢ $ 53¢ $ 53¢
Business Markets Grot $ 237 % 23¢ % 241
Content Markets Grou $ 10C $ 94 $ 98
European Markets Grot $ 80 $ 75 9 86

Total Core Communications Services Revenue $ 96€ $ 944 $ 964

(1) Fourth quarter 2008 results include an unfavorable effect from foreign currency exchange of $15 million compared to the fourth
quarter 2007 and $14 million compared to the third quarter 2008.

(2) For purposes of this press release, “Normalized” ams reported prior period revenues after subtragithe revenues from
the Vyvx Advertising Distribution business, whichas sold on June 5, 200&xcludes Core Network Services revenue
associated with the Viyvx Advertising Distribution business of $11 million.
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Core Network Services revenue and growth by magkaip was:

Normalized
Fourth Fourth
Core Network Services Revenu Quarter Quarter Percent Third Percent
(% in millions) 2008 2007(1) Change(2) Quarter 2008 Change(2)
Wholesale Markets Grot $ 38t % 37¢ 2% $ 382 1%
Business Markets Grot $ 23C $ 23t (2)%$ 23t 2%
Content Markets Grou $ 99 3 93 6% $ 97 2%
European Markets Grot $ 71 $ 66 8% $ 77 (8)%
Total Core Network Services Revenu $ 785 $ 772 2% $ 791 (1)%

(1) For purposes of this press release, “Normalized” ams reported prior period revenues after subtragithe revenues from the
Vyvx Advertising Distribution business, which wasld on June 5, 2008Excludes Core Network Services revenue associated with
the Vyvx Advertising Distribution business of $11 million for the fourth quarter 2007.

(2) Fourth quarter 2008 results include an unfavorable effect from foreign currency exchange of $13 million compared to the fourth
quarter 2007 and $12 million compared to the third quarter 2008.

Other Communications Services
Other Communications Services revenue was $68amilfi the fourth quarter 2008, a decline of 47 pertcompared to the fourth quarter
2007, resulting from expected declines in SBC @mttrevenue and managed modem revenue.

Deferred Revenue

The communications deferred revenue balance was ®88on at the end of the fourth quarter 2008npared to $938 million at the end of
the fourth quarter 2007 and $910 million at the ehthe third quarter 2008. The deferred revenderiz& declined quarter over quarter du
a combination of amortization and negative effedthe strengthening dollar against European ciesn

Cost of Revenue

Communications cost of revenue for the fourth qera2008 decreased to $414 million, versus $444anilh the fourth quarter 2007.
Communications cost of revenue was $425 milliothanthird quarter 2008. For the full year 2008, ommications cost of revenue was $1.74
billion, compared to $1.77 billion for the full ye2007.

Communications gross margin was 60.0 percent fofdhrth quarter 2008, compared to 59.0 percetitarfourth quarter 2007.
Communications gross margin was 58.8 percent ffiuh year 2008, compared to 57.9 percent forftileyear 2007.

Selling, General and Administrative Expenses (SG&A

Communications SG&A expenses were $301 millionther fourth quarter 2008. Excluding the $64 milliamet benefit from the $86 million

ARO adjustment, the $14 million in litigation expas and the $8 million in lease impairments, Conioations

4




SG&A would have been $365 million, compared to $488ion for the fourth quarter 2007 and $388 naillifor the third quarter 2008.
Communications SG&A expenses include $17 millids) $illion, and $18 million of non-cash compensatixpense for the fourth quarter
2008, the fourth quarter 2007 and the third qua@&8, respectively.

Excluding non-cash compensation expense and theenefit of $64 million as described above, Comroaitions SG&A was $348 million in
the fourth quarter 2008, an 11 percent reductionpared to $389 million in the fourth quarter 200id @ 6 percent reduction compared to
$370 million in the third quarter 2008.

Communications SG&A expenses, excluding non-castpemsation and the net $64 million benefit from ARO adjustment, the litigation
expense and the lease impairments in the fourthten2008, were $1.49 billion for 2008, a 7 peraemiuction versus $1.60 billion for 2007.

Adjusted EBITDA
Communications Adjusted EBITDA increased to $324iom for the fourth quarter 2008, or $272 milliexcluding the net $52 million
benefit from the Fourth Quarter 2008 AdjustmentisTtompares to $246 million for the fourth quagen?.

Communications Adjusted EBITDA margin, excluding thourth Quarter 2008 Adjustments, improved to p@/®ent for the fourth quarter
2008, versus 22.7 percent for the fourth quart€720

Communications Adjusted EBITDA excludes non-casmgensation expense and includes severance andctesing charges. Severance
and restructuring charges were $12 million forfthath quarter 2008, $5 million for the fourth gtear2007 and $2 million for the third
quarter 2008.

Communications Adjusted EBITDA, excluding Fourtha@er 2008 Adjustments, was $987 million for thik year 2008, an increase of 20
percent compared to $823 million for the full y2ao7.

Consolidated Cash Flow and Liquidity
During the fourth quarter 2008, Unlevered Cash Rlgag $251 million, versus $146 million for the ftuguarter 2007.

Consolidated Free Cash Flow was $124 million ferfdurth quarter 2008, compared to $41 milliontfar fourth quarter 2007.

For the full year 2008, Unlevered Cash Flow wasOb4filion compared to $89 million in 2007. Consalidd Free Cash Flow was negative
$36 million in 2008 compared to negative $402 miilin 2007. Capital expenditures were $449 milfionthe full year 2008 compared to
$633 million in 2007.




As of Dec. 31, 2008, the company had cash andemsivalents of approximately $768 million.

Balance Sheet Improvements

During the fourth quarter 2008, the company conggléender offers for its 2.875% Convertible Seiotes due 2010, 6% Convertible
Subordinated Notes due 2010, and 6% Convertibl@@lirated Notes due 2009. In conjunction with #reder offers, the company
completed its offering of $400 million of 15% Comtikle Senior Notes due 2013.

In 2008, through the combination of these tendfarsf cash repurchases and debt for equity exckatigeecompany reduced its outstanding
debt due 2009 through 2012 by $639 million andatal debt due by $239 million.

“We are pleased with the progress we made on inipgahe balance sheet during the fourth quarteid Sunit Patel, CFO of Level 3. “We
were able to reduce our near term maturities acigase our cash balance. As a result, we now ekpéetable to pay all of our remaining
2009 and 2010 debt with cash on hand.”

2009 Business Outlook

“In the near-term, our reported revenues are beagatively affected due to several factors: theeggreconomic environment driving churn
in our enterprise business as well as usage dsckmewn disconnects from some key wholesale custentypical seasonality in our Vyvx
broadcast business; and recent weakness in poeridgtrates that affect our reported Europeanmaes,” said Patel.

“While we expect near-term pressure on revenuegreeonfident in our ability to deliver growth@onsolidated Adjusted EBITDA in 2009
from the $988 million reported in 2008 and contidiiraprovement in Free Cash Flow generation. We expebe Free Cash Flow positive
for the full year 2009.

“Our capital expenditures in 2009 will be signifitly lower than 2008 and in line with revenue griowthich has been slowing over the
second half of 2008.”

Effective Jan. 1, 2009, the company will adopt FAB®ition APB 14-1, which mandates a change inaadag for certain convertible debt
instruments. As a result of this change, the comeampects GAAP interest expense to be $550 to $&llion in 2009 compared to $534
million in 2008. In 2009, the company expects restcinterest expense to be approximately $510amilli

Summary
“The actions we took during 2008 have improvedfmancial outlook and we are confident about thrersgth of our financial position in

these difficult times” said Crowe. “Given the unieém economic outlook, we remain focused on asgusilr cost structure is appropriate for a
wide range of potential revenue growth rates; oprowing




credit quality; and on ensuring we are positioreethke advantage of the opportunities that will eyaeas the longer term positive
fundamentals of our business displace short-terflaiges.”

Conference Call and Web Site Information
Level 3 will hold a conference call to discuss teenpany’s fourth quarter results at 10 a.m. ES&yodo join the call, please dial 800-289-
0528 or 913-312-1266 passcode 6423771. A live lmastdf the call can also be heard on Level 3's dfebat www.level3.com.

An audio replay of the call will be available uritil:59 p.m. EST on Friday, Feb. 20, 2009, by dip888-203-1112 or 719-457-0820, access
code 6423771. The archived webcast of the fourttitquconference call together with the press selegfinancial statements and non-GAAP
reconciliations may also be accessed at http:/Mewel3.com/investor_relations/index.html. For aadial information please call 720-888-
2502.

About Level 3 Communications

Level 3 Communications, Inc. (NASDAQ: LVLT) is aaléing international provider of fiber-based comnecations services. Enterprise,
content, wholesale and government customers relyessl 3 to deliver services with an industry-leagdcombination of scalability and value
over an end-to-end fiber network. Level 3 offeggoatfolio of metro and londpraul services, including transport, data, Interoettent deliver
and voice. For more information, visit www.Level@na.

Level 3 Communications, Level 3, the red 3D braslatd the Level 3 Communications logo are regidteegvice marks of Level 3
Communications, LLC and/or its affiliates in theitéd States and/or other countries. Level 3 sesvaze provided by wholly owned
subsidiaries of Level 3 Communications, Inc. Anastservice, product or company names recited marei trademarks or service marks of
their respective owners.

Forward-Looking Statement

Some of the statements made in this press releageraward looking in nature. These statementdased on management’s current
expectations or beliefs. These forward lookingestents are not a guarantee of performance andibjecsto a number of uncertainties and
other factors, many of which are outside Level &ntrol, which could cause actual events to diffaterially from those expressed or imp
by the statements. The most important factorsabald prevent Level 3 from achieving its statedlgdaclude, but are not limited to the
company'’s ability to: successfully integrate acgigss; increase the volume of traffic on the netiyalefend intellectual property and
proprietary rights; develop new products and sesvihat meet customer demands and generate adeaptigins; successfully complete
commercial testing of new technology and informasgstems to support new products and serviceacatnd retain qualified management
and other personnel; and meet all of the termscanditions of debt obligations. Additional inforrat concerning these and other important
factors can be found within Level 3's filings withe Securities and Exchange Commission. Statenretiiss press release should be
evaluated in light of these important factors. Ue8/&s under no obligation to, and expressly disetaany such obligation to, update or alte
forward-looking statements, whether as a resuttes§ information, future events, or otherwise.

Hi#
Contact Information
Media: Skip Thurmar Investors: Valerie Finberc
72(-88€-2292 72(-88€-2518




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 following describes and reconciles those fitelmoeasures as reported under accounting prirecgdeerally accepted in the United St
(GAAP) with those financial measures as adjustethbyitems detailed below and presented in themapaaying news release. These
calculations are not prepared in accordance witABAnd should not be viewed as alternatives to GAAReeping with its historical
financial reporting practices, the company beliethes the supplemental presentation of these alouk provides meaningful non-GAAP
financial measures to help investors understanctampare business trends among different repoptmgpds on a consistent basis,
independently of regularly reported non-cash cheegel infrequent or unusual events.

Normalized Consolidated Revenués defined as total revenue from the Condensed @idiated Statements of Operations and less Vyvx
advertising distribution business revenue.

Normalized Communications Revenués defined as communications revenue from the Casetk Consolidated Statements of Operations
less Vyvx advertising distribution business revenue

Normalized Core Communications Services Revenuacludes core network services revenue and whaeasdte services less Vyvx
advertising distribution business revenue.

Normalized Core Network Services Revenumcludes revenue from transport and infrastructtiRegnd data services, local and enterprise
voice services and Level 3 Vyvx broadcast sendiess Vyvx advertising distribution business revenue

Core Communications Services Constant Currency Rewmeie includes core communications services revenuetthessevenue effect from
changes in foreign currency exchange rates fronthiiheé quarter of 2008 to the fourth quarter of 200
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Q4 2007

Vyvx Advertising

Revenue Metrics Distribution
($ in millions) As Reported Business Normalized
Core Network Services Revenue:

Wholesale Markets Grot $ 37¢ $ — 3 37¢

Business Markets Grot 23k — 23k

Content Markets Grou 104 (171) 93

European Markets Group 66 — 66
Total Core Network Services Revenu 785 (11 77z
Wholesale Voice Services Revenu

Wholesale Markets Grot 15€& — 15€&

Business Markets Grot 4 — 4

Content Markets Grou 1 — 1

European Markets Group 9 — 9
Total Wholesale Voice Services Revent 172 — 172
Core Communications Services Revenut

Wholesale Markets Grot 53¢ — 53¢

Business Markets Grot 23¢ — 23¢

Content Markets Grou 10t (17) 94

European Markets Group 75 — 75
Total Core Communications Services Revenue 95¢ (11) 944
Other Communications Revenue 12¢ — 12¢
Total Communications Revenue 1,08¢ (12) 1,073
Other Revenue 16 — 16
Total Consolidated Revenue $ 1,10C $ (11) $ 1,08¢




Year Ended December 31, 2008

Vyvx Advertising

Revenue Metrics Distribution
($ in millions) As Reported Business Normalized
Core Network Services Revenue:

Wholesale Markets Grot $ 1,52¢ $ — 3 1,52¢

Business Markets Grot 93¢ — 93¢

Content Markets Grou 394 (15 37¢

European Markets Group 28¢ — 28¢
Total Core Network Services Revenu 3,147 (15) 3,132
Wholesale Voice Services Revenu

Wholesale Markets Grot 64¢ — 64¢

Business Markets Grot 23 — 23

Content Markets Grou 4 — 4

European Markets Group 37 — 37
Total Wholesale Voice Services Revent 713 — 713
Core Communications Services Revenut

Wholesale Markets Grot 2,171 — 2,171

Business Markets Grot 95¢ — 95¢

Content Markets Grou 39¢ (15 383

European Markets Group 32€ — 32€
Total Core Communications Services Revenue 3,86( (15) 3,84t
Other Communications Revenue 36€ — 36€
Total Communications Revenue 4,22¢ (15 4,211
Other Revenue 75 — 75
Total Consolidated Revenue $ 4,301 $ (15 $ 4,28¢
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Year Ended December 31, 2007

Vyvx Advertising

Revenue Metrics Distribution
($ in millions) As Reported Business Normalized
Core Network Services Revenue:

Wholesale Markets Grot $ 1,46¢ $ — 3 1,46¢

Business Markets Grot 92¢€ — 92¢€

Content Markets Grou 37€ (36) 34C

European Markets Group 22¢ — 22¢
Total Core Network Services Revenu 2,99/ (36) 2,95¢
Wholesale Voice Services Revenu

Wholesale Markets Grot 581 — 581

Business Markets Grot 15 — 15

Content Markets Grou 4 — 4

European Markets Group 28 — 28
Total Wholesale Voice Services Revent 62€ — 62€
Core Communications Services Revenut

Wholesale Markets Grot 2,04t — 2,04t

Business Markets Grot 941 — 941

Content Markets Grou 38C (36) 344

European Markets Group 25€ — 25€
Total Core Communications Services Revenue 3,622 (36) 3,58¢
Other Communications Revenue 577 — 577
Total Communications Revenue 4,19¢ (36) 4,162
Other Revenue 70 — 70
Total Consolidated Revenue $ 4,26¢ $ (36) $ 4,23:

11




Normalized

Core Communications Services Revenue Q4 Full Year Full Year

($ in millions) 2008 2008 2008
Core Communications Services Reve $ %€ $ 3,86( $ 3,84t
Constant Currency Revenue Adjustment 14 14 14
Core Communications Services Constant Currency ieve $ 98C $ 3,87/ % 3,85¢

Gross Margin ($) is defined as Revenue less Cost of Revenue fror@tinelensed Consolidated Statements of Operations.

Gross Margin (%) is defined as gross margin ($) divided by revee@nagement believes that gross margin is a releweiric to provide
to investors, as it is a metric that managemend tseneasure the margin available to the Compaey éfpays third party network services
costs; in essence, a measure of the efficiendgeo€ompany’s network.

Adjusted EBITDA is defined as net income (loss) from the Conde@®tsolidated Statements of Operations before indemes, total othe
income (expense), non-cash impairment chargesedigpion and amortization and non-cash stock cosgtém expense.

Normalized Adjusted EBITDA is defined as Adjusted EBITDA less a net benefi$®2 million from four adjustments taken in fougharte
2008 (“Fourth Quarter 2008 Adjustments”), which eoenprised of an $86 million benefit related toedsstirement obligation (“ARO")
adjustments, partially offset by $14 million in pat-related litigation expenses, $12 million ine@&nce charges and $8 million in real estate
lease impairment charges.

Adjusted EBITDA Margin is defined as Adjusted EBITDA divided by revenue.

Normalized Adjusted EBITDA Margin is defined as Normalized Adjusted EBITDA dividedeyenue.
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Adjusted EBITDA Metrics

Q4 2008

(% in millions) Communications Other Consolidated

Net Income (Loss) 40 $ 4 $ 44
Income Tax Expense (Benef 1 1 2
Total Other (Income) Expen: 39 (©) 36
Depreciation and Amortizatic 227 ©)] 224
Non-cash Stock Compensation 17 — 17
Adjusted EBITDA 324 % 1) $ 32z
ARO Adjustment (86) — (86)
Paten-related Litigation Expens 14 — 14
Real Estate Lease Impairme 8 — 8
Restructuring Expense 12 — 12
Adjusted EBITDA on a Normalized Basis 27z % @ $ 271
Revenue 1,032 $ 15 $ 1,04¢
Adjusted EBITDA % 31.2% -6.7% 30.8%
Adjusted EBITDA on a Normalized Basis % 26.2% -6.7% 25.8%
Adjusted EBITDA Metrics Q4 2007

($ in millions) Communications Other Consolidated

Net Income (Loss) 89 $ 2 $ 9))
Income Tax Expense (Benef (20 — (20
Total Other (Income) Expen: 82 — 82
Depreciation and Amortizatic 228 2 22t
Non-cash Stock Compensation 50 — 50
Adjusted EBITDA 24€ $ — $ 24¢€
Revenue 1,08 $ 16 $ 1,10C
Adjusted EBITDA % 22.71% 0.C% 22.4%




Adjusted EBITDA Metrics Q3 2008

(% in millions) Communications Other Consolidated

Net Income (Loss) $ (11¢) $ 2 $ (220
Income Tax Expense (Benef — — —
Total Other (Income) Expen: 12¢ 2 124
Depreciation and Amortizatic 231 2 23¢
Non-cash Stock Compensation 18 — 18
Adjusted EBITDA $ 257 $ 2 $ 25%
Revenue $ 1,05¢ $ 16 $ 1,07(C
Adjusted EBITDA % 24.8% -12.5% 23.&%
Adjusted EBITDA Metrics Year Ended December 31, 200

($ in millions) Communications Other Consolidated

Net Income (Loss) $ (299 $ 4 3 (290
Income Tax Expense (Benei 4 2 6
Total Other (Income) Expen: 322 ) 31t
Depreciation and Amortizatic 92¢ 2 931
Non-cash Stock Compensation 78 — 78
Adjusted EBITDA $ 1,03¢ $ 1 9 1,04(
ARO Adjustment (86) — (86)
Paten-related Litigation Expens 14 — 14
Real Estate Lease Impairme 8 — 8
Restructuring Expense 12 — 12
Adjusted EBITDA on a Normalized Basis $ 987 $ 1 $ 98¢
Revenue $ 4,22¢ $ 75 % 4,301
Adjusted EBITDA % 24.€% 1.3% 24.2%
Adjusted EBITDA on a Normalized Basis % 23.2% 1.3% 23.(%
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Adjusted EBITDA Metrics Year Ended December 31, 2007

(% in millions) Communications Other Consolidated

Net Income (Loss) $ (1,119 $ 2 $ (1,119
Income Tax Expense (Benef (@) (5) (22
Total Other (Income) Expen: 89t — 89t
Depreciation and Amortizatic 93t 7 947
Non-cash Impairmer 1 — 1
Non-cash Stock Compensation 122 — 122
Adjusted EBITDA $ 82: $ 1 9 824
Revenue on a Normalized Basi $ 4,19¢ $ 70 $ 4,26¢
Adjusted EBITDA % 19.6% 1.4% 19.5%

Management believes that Adjusted EBITDA and AdjdEBITDA Margin are relevant and useful metricptovide to investors, as they i
an important part of the Company’s internal repaytand are key measures used by Management tcagyaltofitability and operating
performance of the Company and to make resouroeadibn decisions. Management believes such mesisue especially important in a
capital-intensive industry such as telecommunicatioManagement also uses Adjusted EBITDA and Ae€{uEBITDA Margin to compare
the Company'’s performance to that of its competitord to eliminate certain non-cash and non-opgraems in order to consistently
measure from period to period its ability to furapital expenditures, fund growth, service debtdetrmine bonuses. Adjusted EBITDA
excludes non-cash impairment charges and non-task compensation expense because of the non-aasterof these items. Adjusted
EBITDA also excludes interest income, interest eggeand income taxes because these items areasdasith the Company’s
capitalization and tax structures. Adjusted EBITBI80 excludes depreciation and amortization expbasause these non-cash expenses
reflect the impact of capital investments which agament believes should be evaluated through ddasad free cash flow. Adjusted
EBITDA excludes the gain on sale of business grogai on extinguishment of debt and other, neabse these items are not related to the
primary operations of the Company.

There are limitations to using non-GAAP financiaasures, including the difficulty associated witmparing companies that use similar
performance measures whose calculations may ditfer the Company’s calculations. Additionally,gHinancial measure does not include
certain significant items such as interest incoimerest expense, income taxes, depreciation amdtaation, non-cash impairment charges,
non-cash stock compensation expense, the gain@wfbusiness groups, gain on extinguishment bf dad net other income (expense).
Adjusted EBITDA and Adjusted EBITDA Margin shouldtrbe considered a substitute for other measuréisasfcial performance reported
in accordance with GAAP.

In addition to the factors described above, manageinelieves that all non-GAAP metrics presented dformalized basis are useful
profitability and/or operating performance metifios management and investors to exclude the effieabn-recurring items.

Unlevered Cash Flowis defined as net cash provided by (used in) ojmeyaictivities less capital expenditures, plus dagtrest paid and le
interest income all as disclosed in the
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Condensed Consolidated Statements of Cash Flothe @ondensed Consolidated Statements of OperahMarsagement believes that
Unlevered Cash Flow is a relevant metric to provaavestors, as it is an indicator of the operadi strength and performance of the
Company and, measured over time, provides manageandrinvestors with a sense of the growth patéthe business.

There are material limitations to using Unlevere$iCFlow to measure the Company against some atitpetitors as it excludes certain
material items such as cash used for acquisitfmegeeds from the sale of a business groups, pagmarand repurchases of long-term debt,
capital expenditures, interest income and cashdstexpense. Level 3 does not currently pay afgignt amount of income taxes due to net
operating losses, and therefore, generates higisérftow than a comparable business that doesngaynie taxes. Additionally, this financial
measure is subject to variability quarter over tpraas a result of the timing of payments relateddcounts receivable and accounts payable
and capital expenditures. Unlevered Cash Flow shoat be used as a substitute for net change marad cash equivalents on the Conde
Consolidated Statements of Cash Flows.

Consolidated Free Cash Flovis defined as net cash provided by (used in) operaictivities less capital expenditures as disadds the
Condensed Consolidated Statements of Cash Flowsadément believes that Consolidated Free Cash iSlawelevant metric to provide to
investors, as it is an indicator of the Compamgbility to generate cash to service its debt.sObdated Free Cash Flow excludes cash use
acquisitions and 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 incomeedue to net operating losses, and thereforerges higher cash flow than a comparable
business that does pay income taxes. Additiontlllg,financial measure is subject to variabilityager over quarter as a result of the timin
payments related to accounts receivable and accpaytble and capital expenditures. This finamdsure should not be used as a
substitute for net change in cash and cash equitsaten the Condensed Consolidated Statements of lawss.

Unlevered Cash Flow and ConsolidateFree Cash Flow

Three Months Ended December 31, 20C Unlevered Consolidated

(% in millions) Cash Flow Free Cash Flow
Net Cash Provided by Operating Activiti $ 231 $ 231
Capital Expenditirue $ (107) $ (107)
Cash Interest Pa $ 12¢ N/A
Interest Income $ (2) N/A
Total $ 251 $ 124
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Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended September 30, 2008 Unlevered Consolidated

($ in millions) Cash Flow Free Cash Flow
Net Cash Provided by Operating Activiti $ 11¢ $ 11¢
Capital Expenditure $ (123) $ (123)
Cash Interest Pa $ 132 N/A
Interest Income $ 4 N/A
Total $ 124 $ @)
Unlevered Cash Flow and Consolidated Free Cash Flow

Three Months Ended December 31, 20C Unlevered Consolidated

($ in millions) Cash Flow Free Cash Flow
Net Cash Provided by Operating Activiti $ 194 % 194
Capital Expenditure $ (15%) $ (15%)
Cash Interest Pa $ 114 N/A
Interest Income $ 9 N/A
Total $ 14€ $ 41
Unlevered Cash Flow and Consolidated Free Cash Flo

Year Ended December 31, 200 Unlevered Consolidated

($ in millions) Cash Flow Free Cash Flow
Net Cash Provided by Operating Activiti $ 41 % 41z
Capital Expenditure $ (449 $ (449
Cash Interest Pa $ 531 N/A
Interest Income $ (15) N/A
Total $ 48C $ (36)
Unlevered Cash Flow and Consolidated Free Cash Flo

Year Ended December 31, 200 Unlevered Consolidated

($ in millions) Cash Flow Free Cash Flow
Net Cash Provided by Operating Activiti $ 231 % 231
Capital Expenditure $ (63%) $ (633)
Cash Interest Pa $ 54t N/A
Interest Income $ (54) N/A
Total $ 89 $ (402)
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Level (3)

COMMUNICATIONS

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

(unaudited)
Three Months Ended Year Ended
December 31, September 30, December 31, December 31, December 31,
(dollars in millions, except per share data) 2008 2008 2007 2008 2007
Revenue
Communication: $ 1,032 $ 1,05¢ $ 1,082 $ 4.22¢ $ 4,19¢
Other 15 16 16 75 70
Total Revenue 1,04¢ 1,07( 1,10( 4,301 4,26¢
Costs and Expenses (exclusive of depreciation and
amortization shown separately belo
Cost of Revenu
Communication: 414 42t 444 1,74(C 1,76¢
Other 16 19 15 69 64
Total Cost of Revenue 43C 444 45¢ 1,80¢ 1,83:
Depreciation and Amortizatic 224 23¢ 22t 931 942

Selling, General and Administrative, including

non-cash compensation of $17, $18, $50, !

and $122, respective 301 387 44C 1,50¢ 1,728
Restructuring and Impairment Charges,

including non-cash impairment charge of $-,

$-, $-, $ and $1, respectivel 12 2 5 25 12
Total Costs and Expenses 967 1,06¢€ 1,12¢ 4,27C 4,51C
Operating Income (Los! 82 4 (29) 31 (247)
Other Income (Expense
Interest Incom« 2 4 9 15 54
Interest Expens (139 (139 (13¢) (539) (577)
Gain on Sale of Business Grot 3 — — 99 —
Gain (Loss) on Extinguishment of De 78 3 — 81 (427)
Other, net 15 2 45 24 55
Total Other Income (Expense) (36) (124) (82) (315 (895
Income (Loss) Before Income Tax 46 (220 (111) (2849) (1,136
Income Tax (Expense) Benefit (2 — 20 (6) 22
Net Income (Loss $ 4 $ (1200 $ 91 $ (290 $ (1,114
Earnings (Loss) per Sha
Basic $ 0.0 $ (0.09 $ (0.060 $ (019 $ (0.79)
Diluted $ 0.09 $ (0.0 $ (0.060 $ (0.19 $ (0.79)
Shares Used to Compute Earnings (Loss) per ¢
(in thousands)
Basic 1,606,22! 1,558,71 1,536,73 1,564,99i 1,517,61
Diluted 1,628,51 1,558,71! 1,536,73 1,564,99i 1,517,61i

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




Level(3)

COMMUNICATIONS

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Condensed Consolidated Balance Sheets
(unaudited)

Attachment #

December 31, September 30, December 31,
(dollars in millions) 2008 2007
Assets
Current Assets
Cash and cash equivale $ 76¢ 58z $ 714
Marketable securitie — 5 9
Restricted securitie 3 3 10
Accounts receivable, less allowances of $16, $1B%0, respectivel 39C 43C 404
Other 83 114 88
Total Current Assets 1,24¢ 1,13¢ 1,22t
Property, Plant and Equipment, | 6,15¢ 6,35¢ 6,66¢
Restricted Securitie 127 124 117
Goodwill and Other Intangibles, n 1,991 2,00z 2,101
Other Assets, net 117 11¢ 142
Total Assets $ 9,63¢ 9,73t $ 10,25¢
Liabilities and Stockholde’ Equity
Current Liabilities:
Accounts payabl $ 365 31 $ 39¢€
Current portion of lon-term debt 18¢€ 32¢ 32
Accrued payroll and employee bene 10E 89 97
Accrued interes 117 11t 12¢
Current portion of deferred reven 16¢ 172 17t
Other 111 121 144
Total Current Liabilities 1,052 1,142 972
Long-Term Debt, less current portis 6,39/ 6,43¢ 6,832
Deferred Revenue, less current pori 71¢ 737 763
Other Liabilities 597 61€ 617
Stockholders’ Equity 87€ 803 1,07(C
Total Liabilities and Stockholders’ Equity $ 9,63¢ 9,73. $ 10,25¢

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




Level(3)

COMMUNICATIONS

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

(unaudited)

Three Months Ended

Attachment #

December 31, September 30, December 31,
(dollars in millions) 2008 2008 2007
Cash Flows from Operating Activitie
Net income (loss 44 % (120 (91
Adjustments to reconcile net income (loss) to rehcprovided by operating
activities:
Depreciation and amortizatic 224 233 22t
Gain on sale of business gra 3 — —
Gain on sale of property, plant and equipment ahdraasset 2 — (39)
Gain on extinguishment of de (78) ©)] —
Asset retirement obligation adjustm (86) — —
Non-cash compensation expense attributable to stockda 17 18 50
Amortization of debt issuance co: 4 4 4
Accrued interest on loi-term debt 1 3 17
Accreted interest on discount d¢ — — 1
Deferred income taxe — — (23
Changes in working capital iterr
Receivable! 34 @) 43
Other current asse 28 6 19
Payables 53 2 9
Deferred revenu (20 (14) (7
Other current liabilitie 8 3 (22
Other, net (3) 4 7
Net Cash Provided by Operating Activiti 231 11¢ 194
Cash Flows from Investing Activitie
Capital expenditure (207) (123 (159
Increase in restricted securities, 3 4) (©)]
Proceeds from sale of business groups 3 () —
Proceeds from sale and maturity of marketable giéxs 4 — 45
Proceeds from sale of property, plant and equiprardtother asse — 1 1
Proceeds from sale of discontinued operat — — 2
Acquisitions, net of cash acquired and investments — 2 (8)
Net Cash Used in Investing Activiti (103) (126) (120
Cash Flows from Financing Activitie
Long term debt borrowings, net of issuance c 40C — —
Payments on and repurchases of -term deb (339 (70) (2
Other — 2 —
Net Cash Provided by (Used in) Financing Activil 62 (68) 2
Effect of Exchange Rates on Cash and Cash Equigalen 4 4 —
Net Change in Cash and Cash Equival 18¢€ (79 72
Cash and Cash Equivalents at Beginning of Period 582 661 642
Cash and Cash Equivalents at End of Period 76€ $ 582 714
Supplemental Disclosure of Cash Flow Informati
Cash interest pai 12¢ $ 132 114
Total Cash and Marketable Securit 76 % 587 723

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






