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As filed with the Securities and Exchange Commission on May 26, 2005  
Registration No. 333-             

UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

   

Form S-3  
REGISTRATION STATEMENT  

UNDER  
THE SECURITIES ACT OF 1933  

   

   

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

   

   

   
1025 Eldorado Blvd.  

Broomfield, CO 80021  
(720) 888-1000  

(Address, including zip code, and telephone number, including area code, of registrant’s principal executive offices)  
   

   
Thomas C. Stortz, Esq.  

Executive Vice President and Chief Legal Officer  
1025 Eldorado Blvd.  

Broomfield, CO 80021  
(720) 888-1000  

(Name, address, including zip code, and telephone number, including area code, of agent for service)  
   

   
Copy to:  

David K. Boston, Esq.  
Willkie Farr & Gallagher LLP  

787 Seventh Avenue  
New York, NY 10019  

(212) 728-8000  
   

   
Approximate date of commencement of proposed sale to the public: From time to time after the registration statement becomes 

effective.  
   

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the 
following box.   �  
   

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the 
Securities Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box.   
  
   

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the 
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.   � 
   

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the 
Securities Act registration statement number of the earlier effective registration statement for the same offering.   �  
   

Delaware   47-0210602 
(State or other jurisdiction of  

incorporation or organization)    
(I.R.S. Employer  

Identification No.)  



If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box.   �  
   

   
CALCULATION OF REGISTRATION FEE  

   

   

   
The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date 

until the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become 
effective in accordance with Section 8(a) of the Securities Act of 1933 or until this registration statement shall become effective on such 
date as the Commission, acting pursuant to said Section 8(a), may determine.  
   

Title of Each Class of Securities to be Registered    
Amount to be  

Registered     

Proposed 
Maximum 

 
Price Per 
Unit(1)     

Proposed  
Maximum  

Aggregate Offering 
 

Price(1)     
Amount of  

Registration Fee   

5  1 / 4 % Convertible Senior Notes due 2011     $ 345,000,000 (1)   100 %(2)(3)   $ 345,000,000 (1)   $ 40,607   
Common Stock, par value $.01 per share       86,596,386 (4)     (5)       (5)       (5) 

(1) Represents the aggregate principal amount of the notes issued by the Registrant to the selling securityholders. 
(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(i) under the Securities Act of 1933. 
(3) Exclusive of accrued interest and distributions, if any. 
(4) This number represents the maximum number of shares of common stock that are issuable upon conversion of the notes registered 

hereby. For purposes of estimating the number of shares of common stock to be included in the registration statement upon the 
conversion of the notes, the Registrant calculated the number of shares issuable upon conversion of the notes based on a maximum 
conversion price of $3.984 per $1,000 principal amount of the notes at maturity. In addition to the shares set forth in the table, pursuant to 
Rule 416 under the Securities Act of 1933, as amended, the amount to be registered includes an indeterminate number of shares of 
common stock issuable upon conversion of the notes, as this amount may be adjusted as a result of stock splits, stock dividends and anti-
dilution provisions. 

(5) No additional consideration will be received for the common stock, and, therefore, no registration fee is required pursuant to Rule 457(i). 
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The information in this prospectus may change or be amended. We may not complete this offer and issue these 
securities until the Registration Statement filed with the Securities and Exchange Commission to which this prospectus 
relates is effective. This prospectus is not an offer to sell these securities, and we are not soliciting offers to buy these 
securities, in any state where the offer or sale is not permitted.  
   

SUBJECT TO COMPLETION, DATED May 26, 2005  
   
PROSPECTUS  
   

$345,000,000  
   

LEVEL 3 COMMUNICATIONS, INC.  
   

   
5  1 / 4 % Convertible Senior Notes due 2011 and  

Shares of Common Stock Issuable Upon Conversion of the Notes  
   

   
We issued $345,000,000 aggregate principal amount of our 5 ¼% convertible senior notes due December 15, 2011 in a private offering 

on December 2, 2004. Holders of the notes named in this prospectus or in amendments or supplements to this prospectus may offer for sale the 
notes and the shares of our common stock into which the notes are convertible at any time at market prices prevailing at the time of sale or at 
privately negotiated prices. The selling securityholders may sell the notes or the common stock directly to purchasers or through underwriters, 
broker-dealers or agents, who may receive compensation in the form of discounts, concessions or commissions. We will not receive any of the 
proceeds from the sale of the notes or the common stock by the selling securityholder.  
   

The notes were offered at an issue price of 100% of the principal amount of the notes, plus accrued interest from December 2, 2004. 
Interest on the notes at the rate of 5 ¼% per year is payable on June 15 and December 15 of each year, beginning on June 15, 2005. The notes 
will mature on December 15, 2011. The notes are our unsecured and unsubordinated obligations and rank equally with all of our existing and 
future unsecured and unsubordinated indebtedness.  
   

The notes are convertible by holders into shares of our common stock at an initial conversion price of $3.984 per share (which is 
equivalent to a conversion rate of approximately 251.004 shares of common stock per $1,000 principal amount of the notes), subject to 
adjustment upon certain events, at any time before the close of business on December 15, 2011. At our option, in lieu of delivering shares of 
our common stock, we may elect to pay holders cash or a combination of cash and shares of common stock.  
   

Holders may require us to repurchase all or any part of their notes upon the occurrence of a designated event at a price equal to 100% of 
the principal amount of the notes, plus accrued and unpaid interest to, but excluding, the repurchase date, if any, plus, in certain circumstances, 
a make-whole premium.  
   

After December 15, 2008, we may redeem all or a portion of the notes at the redemption prices specified in this offering memorandum, 
plus accrued and unpaid interest to, but excluding, the redemption date.  
   

The notes are eligible for the PORTAL SM Market of the National Association of Securities Dealers, Inc. Our common stock is quoted on 
the Nasdaq National Market under the symbol “LVLT.” The last reported price of the common stock on May 24, 2005 was $1.86 per share.  
   

Investing in our common stock or the notes involves a high degree of risk. Please carefully consider the “ 
Risk Factors ” beginning on page 5 of this prospectus.  
   

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these 
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.  
   

The date of this prospectus is                     , 2005.  
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In connection with this offering, no person is authorized to give any information or to make any representations not contained or 

incorporated by reference in this prospectus. If information is given or representations are made, you may not rely on that information or 
representations as having been authorized by us. This prospectus is neither an offer to sell nor a solicitation of an offer to buy any securities 
other than those registered by this prospectus, nor is it an offer to sell or a solicitation of an offer to buy securities where an offer or solicitation 
would be unlawful. You may not imply from the delivery of this prospectus, nor from any sale made under this prospectus, that our affairs are 
unchanged since the date of this prospectus or that the information contained in this prospectus is correct as of any time after the date of this 
prospectus. The information in this prospectus speaks only as of the date of this prospectus unless the information specifically indicates that 
another date applies.  
   

We are not making any representation to any purchaser regarding the legality of an investment by such purchaser under any legal 
investment or similar laws or regulations. You should not consider any information in this prospectus to be legal, business or tax advice. You 
should consult your own attorney, business advisor and tax advisor for legal, business and tax advice regarding an investment in the notes and 
the common stock.  
   

Market data used throughout this prospectus and the documents incorporated in this prospectus by reference, including information 
relating to our relative position in the industries in which we conduct our business, is based on the good faith estimates of our management, 
which estimates are based upon their review of internal surveys, independent industry publications and other publicly available information. 
Although we believe these sources are reliable, we do not guarantee the accuracy or completeness of this information and we have not 
independently verified this information. Although we are not aware of any misstatements regarding the market and industry data presented in 
this prospectus, our estimates involve risks and uncertainties and are subject to change based on various factors, including those discussed 
under the heading “Risk Factors.”  
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS  
   

This prospectus contains forward-looking statements and information (as such term is defined in the Private Securities Litigation Reform 
Act of 1995) that are based on the beliefs of our management as well as assumptions made by and information currently available to us. When 
used in this prospectus, the words “anticipate,” “believe,” “plans”, “estimate” and “expect” and similar expressions, as they relate to us or our 
management, are intended to identify forward-looking statements. These statements reflect our current views with respect to future events and 
are subject to certain risks, uncertainties and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying 
assumptions prove incorrect, actual results may vary materially from those described in this document. These forward-looking statements 
include, among others, statements concerning:  
   

   
  •   our communications and information services business, its advantages and our strategy for continuing to pursue the business; 

   
  •   anticipated development and launch of new services in the communications portion of our business; 

   

  
•   anticipated dates on which we will begin providing certain services or reach specific milestones in the development and 

implementation of our business; 

   
  •   growth and recovery of the communications and information services industry; 

   
  •   expectations as to our future revenue, margins, expenses and capital requirements; and 

   
These forward-looking statements are subject to risks and uncertainties, including financial, regulatory, environmental, industry growth 

and trend projections, that could cause actual events or results to differ materially from those expressed or implied by the statements. The most 
important factors that could prevent us from achieving our stated goals include, but are not limited to, our failure to:  
   

  
•   other statements of expectations, beliefs, future plans and strategies, anticipated developments and other matters that are not 

historical facts. 

   
  •   develop new products and services that meet customer demands and generate acceptable margins; 

   
  •   increase the volume of traffic on our network; 

   
  •   overcome the softness in the economy given its disproportionate effect on the telecommunications industry; 

   
  •   integrate strategic acquisitions; 

   
  •   attract and retain qualified management and other personnel; 

   

  
•   successfully complete commercial testing of new technology and information systems to support new products and services, 

including voice transmission services; 

   
  •   ability to meet all of the terms and conditions of our debt obligations; 

   
  •   overcome Software Spectrum’s reliance on financial incentives, volume discounts and marketing funds from software publishers; 

   

  
•   reduce downward pressure of Software Spectrum’s margins as a result of the use of volume licensing and maintenance agreements; 

and 

   
Other factors are described under “Risk Factors” and in our filings with the Securities and Exchange Commission, or the SEC, that are 

incorporated by reference in this prospectus.  
   

ii  

  •   reduce rate of price compression on certain of our existing transport and IP services. 
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SUMMARY  
   

This summary highlights information contained elsewhere in this prospectus. This summary is not complete and does not contain all of 
the information that you should consider before investing in the notes or common stock. You should read the entire prospectus carefully, 
including “Risk Factors” and our audited financial statements and the notes to those financial statements, which are incorporated by reference 
in this prospectus.  
   

References in this prospectus to “Level 3,” “we,” “us,” “our,” and the “Company” refer to Level 3 Communications, Inc., a company 
incorporated in Delaware, and its subsidiaries, except as expressly stated otherwise or unless the context requires otherwise.  
   

Level 3 Communications, Inc.  
   

Level 3 Communications, Inc., through its subsidiaries, engages primarily in the communications and information services businesses.  
   
Communications Business  
   

We are a facilities based provider (that is, a provider that owns or leases a substantial portion of the plant, property and equipment 
necessary to provide its services) of a broad range of integrated communications services. The Company has created, generally by constructing 
its own assets, but also through a combination of purchasing and leasing facilities, the Level 3 network—an advanced, international, facilities 
based communications network. The Company has designed Level 3’s network to provide communications services, which employ and 
leverage rapidly improving underlying optical and Internet Protocol technologies.  
   
Information Services Business  
   

Software Spectrum. Through its Software Spectrum subsidiaries, collectively Software Spectrum, the Company is a global business-to-
business software services provider with sales locations and operations located in North America, Europe and Asia/Pacific. Software Spectrum 
primarily sells software through licensing agreements, or right-to-copy arrangements, and full-packaged software products. Software Spectrum 
has established software marketing and resale arrangements with major software publishers, including Adobe Systems, Citrix Systems, 
Computer Associates, IBM, McAfee, Microsoft, Novell, Sun Microsystems, Symantec and Trend Micro. Software Spectrum markets a full 
array of software titles for managing, enabling and securing business enterprises. The software products offered by Software Spectrum include 
all major desktop productivity applications, server platforms, operating systems and wireless applications, including strategic product 
categories for security storage and Web infrastructure.  
   

( i ) Structure . We currently offer, through our subsidiary ( i )Structure, LLC, computer operations outsourcing to customers located 
primarily in the United States. ( i )Structure is an information technology, or IT, infrastructure outsourcing company that manages customers’ 
centralized and departmental computer hardware and supporting infrastructure across various computing platforms. The computing 
environments that ( i )Structure manages usually reside in its data centers located in Omaha, Nebraska and Tempe, Arizona, but, in some cases, 
( i )Structure manages computing environments located on customer premises or in remote data center space, like co-location facilities. We 
believe ( i )Structure enables businesses to reduce costs and improve the quality of their IT infrastructure management services and enables 
businesses to redirect their internal IT resources to activities that add more value to their business.  
   

Our principal executive offices are located at 1025 Eldorado Boulevard, Broomfield, Colorado 80021 and our telephone number is (720) 
888-1000. Our website is located at www.level3.com. The information on our website is not a part of this prospectus.  
   

1  
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The Offering  
   

The following is a brief summary of certain terms of the notes. For a more complete description of the terms of the notes, see 
“Description of Notes” in this prospectus.  
   

   
2  

Issuer     Level 3 Communications, Inc. 

Notes Offered     $345,000,000 aggregate principal amount of 5  1 / 4 % convertible senior notes due 2011. 

Maturity     December 15, 2011 

Interest  
   

5  1 / 4 % per year on the principal amount, payable semi-annually on June 15 and December 15, 
beginning on June 15, 2005. 

Ranking  

   

The notes will be our general unsecured unsubordinated obligations and will rank equal in right of 
payment to all of our other unsecured and unsubordinated indebtedness. The notes will be effectively 
subordinated to all of our existing and future secured debt as to the assets securing such debt and will 
be structurally subordinated to all existing and future indebtedness and other liabilities of our 
subsidiaries.  
   
As of March 31, 2005:  
   

•      Level 3 Communications, Inc. had an aggregate of approximately $730 million of secured 
debt consisting of its guarantee of borrowings under our credit facility; and  

   
•      Level 3 Communications, Inc.’s subsidiaries had an aggregate of approximately $2.466 

billion of outstanding indebtedness and other balance sheet liabilities (excluding deferred 
revenue), excluding intercompany liabilities.  

Conversion Rights  

   

Holders may surrender notes for conversion at any time on or before the maturity date. For each 
$1,000 principal amount of notes surrendered for conversion you will receive 251.004 shares of our 
common stock. We refer to this as the conversion rate. As further described under “Description of 
Notes—Conversion,” we have the right to settle our conversion obligation in shares of our common 
stock, cash or a combination thereof.  
   
The conversion rate may be adjusted for certain reasons, but will not be adjusted for accrued interest, 
if any. Upon conversion, a holder will not receive any cash payment representing accrued interest, 
subject to certain exceptions. Instead, accrued interest will be deemed paid by the shares of common 
stock received by the holder on conversion.  

Sinking Fund     None. 

Redemption at the Option of Level 3  

   

After December 15, 2008, we may redeem the notes, in whole or in part, at our option at any time or 
from time to time at the redemption prices set forth herein, plus accrued and unpaid interest thereon 
(if any) to the redemption date. 
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Redemption at the Option of Holders  
upon a Designated Event  

   

Upon the occurrence of a designated event (a change in control or a termination of trading as defined 
herein), holders of the notes will have the right, subject to certain exceptions and conditions, to 
require us to repurchase all or any part of their notes at a repurchase price equal to 100% of the 
principal amount of the notes, plus accrued and unpaid interest thereon (if any) to the redemption 
date, plus, upon the occurrence of certain changes in control, a “make-whole” premium.  
   
See “Risk Factors—If Level 3 experiences a change in control or termination of trading, Level 3 may 
be unable to purchase the notes you hold as required under the indenture relating to the notes.”   

Use of Proceeds  
   

We will not receive any proceeds from the sale by the selling securityholders of the notes or the 
shares of common stock underlying the notes. 

Registration Rights  

   

We have agreed to keep this shelf registration statement effective until the earlier of:  
   

•      two years after the latest original issuance of any of the notes;  
   

•      the date when all registrable securities have been registered under the Securities Act of 
1933 (or the “Securities Act”) and disposed of; and  

   
•      the date on which all registrable securities are eligible to be sold to the public pursuant to 

Rule 144(k) under the Securities Act.  
   
We will be required to pay additional interest as liquidated damages, subject to certain limitations, to 
the holders of the notes or the common stock issuable upon conversion of the notes, if we fail to 
comply with certain of our obligations under the registration rights agreement. Except as otherwise 
noted, all references in this offering memorandum to the payment of interest on the notes include the 
payment of additional interest. See “Description of Notes—Registration Rights.”   

Global Notes; Book-Entry System  

   

The notes are issued in fully registered book-entry form and are represented by one or more 
permanent global notes without coupons. The global notes are deposited with the trustee, as a 
custodian for DTC, and are registered in the name of Cede & Co., DTC’s nominee. Beneficial 
interests in global notes are shown on, and transfers thereof will be effected only through, records 
maintained by DTC and its direct and indirect participants, and your interest in any global note may 
not be exchanged for certificated notes, except in limited circumstances described herein. See 
“Description of Notes—Global Notes; Book-Entry; Form.”  
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Trading  
   

We do not intend to list the notes on any national securities exchange. Our common stock is traded on 
the Nasdaq National Market under the symbol “LVLT. ”  

Risk Factors  
   

See Risk Factors beginning on page 5 of this prospectus and other information in this prospectus for a 
discussion of factors you should consider carefully before deciding to invest in the notes. 



Table of Contents  

RISK FACTORS  
   

You should carefully consider the risks described below before making an investment decision. The risks described below are not the only 
ones facing us. Additional risks not presently known to us, or that we currently deem immaterial, may also impair our business operations.  
   

Our business, financial condition or results of operations could be materially adversely affected by any of these risks. The trading price 
of the notes and our common stock could decline due to any of these risks, and you may lose all or part of your investment.  
   

This prospectus and the information incorporated by reference also contain forward-looking statements that involve risks and 
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as a result of certain 
factors, including the risks faced by us described below and elsewhere in this prospectus and the information included or incorporated by 
reference.  
   

Risks Related to Our Business  
   
Communications Group  
   
The prices that we charge for our services have been decreasing, and we expect that they will continue to decrease over time and we 
may be unable to compensate for this lost revenue.  
   

We expect to continue to experience decreasing prices for our services as we and our competitors increase transmission capacity on 
existing and new networks, as a result of our current agreements with customers which often contain volume-based pricing, through 
technological advances or otherwise, and as volume-based pricing becomes more prevalent. Accordingly, our historical revenue is not 
indicative of future revenue based on comparable traffic volumes. As the prices for our services decrease for whatever reason, if we are unable 
to offer additional services from which we can derive additional revenue or otherwise reduce our operating expenses, our operating results will 
decline and our business and financial results will suffer.  
   

We also expect, excluding the effects of acquisitions, managed modem related revenue to continue to decline in the future primarily due 
to an increase in the number of subscribers migrating to broadband services and continued pricing pressures and declining customer obligations 
under contractual arrangements. We also expect a significant decline in our DSL aggregation revenue during 2005, as a significant customer of 
this service is expected to terminate its customer contract effective during 2005.  
   
Our VoIP services have only been sold for a limited period and there is no guarantee that these services will gain broad market 
acceptance.  
   

Although we have sold Softswitch based services since the late 1990’s, we have been selling our Voice-over-IP or VoIP services for a 
limited period of time. As a result, there are many difficulties that we may encounter, including regulatory hurdles and other problems that we 
may not anticipate. To date, we have not generated significant revenue from the sale of our VoIP services, and there is no guarantee that we 
will be successful in generating significant VoIP revenues.  
   
The success of our VoIP services is dependent on the growth and public acceptance of VoIP telephony.  
   

The success of our VoIP services is dependent upon future demand for VoIP telephony services. In order for the IP telephony market to 
continue to grow, several things need to occur. Telephone and cable service providers must continue to invest in the deployment of high speed 
broadband networks to residential and commercial customers. VoIP networks must continue to improve quality of service for real-time 
communications, managing effects such as packet jitter, packet loss, and unreliable bandwidth, so that toll-quality service can be provided. 
VoIP telephony equipment and services must achieve a similar level of reliability that users of the public  
   

5  
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switched telephone network have come to expect from their telephone service. VoIP telephony service providers must offer cost and feature 
benefits to their customers that are sufficient to cause the customers to switch away from traditional telephony service providers. If any or all of 
these factors fail to occur, our VoIP services business may not grow.  
   
Failure to complete development, testing and introduction of new services, including VoIP services, could affect our ability to compete 
in the industry.  
   

We continuously develop, test and introduce new services that are delivered over our network. These new services are intended to allow 
us to address new segments of the communications marketplace and to compete for additional customers. In certain instances, the introduction 
of new services requires the successful development of new technology. To the extent that upgrades of existing technology are required for the 
introduction of new services, the success of these upgrades may be dependent on the conclusion of contract negotiations with vendors and 
vendors meeting their obligations in a timely manner. In addition, new service offerings, including new VoIP services, may not be widely 
accepted by customers, which may result in the termination of those service offerings and an impairment of any assets used to develop or offer 
those services. If we are not able to successfully complete the development and introduction of new services, including new VoIP services, in a 
timely manner, our business could be materially adversely affected.  
   
We need to increase the volume of traffic on our network or our network will not generate profits.  
   

We must continue to increase the volume of Internet, data, voice and video transmission on our network in order to realize the anticipated 
cash flow, operating efficiencies and cost benefits of our network. If we do not maintain our relationship with current customers and develop 
new large-volume customers, we may not be able to substantially increase traffic on our network, which would adversely affect our ability to 
become profitable.  
   
Continuing softness in the economy is having a disproportionate effect on the telecommunications industry.  
   

The downturn in general economic conditions, particularly in the telecommunications services industry, has forced a number of our 
competitors and customers to file for protection from creditors under bankruptcy laws and to take other extraordinary actions to reconfigure 
their capital structure. These companies had significant debt servicing requirements and were unable to generate sufficient cash from operations 
to both service their debt and conduct their businesses. We have changed our customer base in order to focus on global users of bandwidth 
capacity, which tend to be more financially viable than certain of our Internet start-up customers, and we have implemented policies and 
procedures designed to enable us to make determinations regarding the financial condition of our potential and existing customers. However, 
there can be no assurance regarding the financial viability of our customers or that these policies and procedures will be effective. If general 
economic conditions in the United States remain at current levels for an extended period of time or worsen, we could be materially adversely 
affected.  
   
Our communications revenue is concentrated in a limited number of customers.  
   

A significant portion of our communications revenue is concentrated among a limited number of customers. If we lost one or more of 
these major customers, or if one or more major customers significantly decreased orders for our services, our communications business would 
be materially and adversely affected. Revenue from our two largest communications customers, Time Warner, Inc. and its subsidiaries and 
Verizon Communications, Inc. and its affiliates, represented approximately 22% and 13% of our communications revenue for 2004, 
respectively. America Online, our largest managed modem customer and an affiliate of Time Warner, Inc., has reduced the number of managed 
modem ports it purchases from us by approximately 30% during 2004. Our future communications operating results will depend on the success 
of these customers and other customers and our success in selling services to them. In addition, revenue attributable to Time Warner Inc. and its 
subsidiaries, including America Online, amounted, on an aggregate basis, to $373 million for the year ended December 31, 2004, representing 
approximately 10% of consolidated revenue for us.  
   

6  
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If we were to lose a significant portion of our communications revenue from either America Online or Verizon, we would not be able to 
replace this revenue in the short term and our operating losses would increase, which increase may be significant.  
   
During our communications business operating history, we have generated substantial losses, which we expect to continue.  
   

The development of our communications business required, and may continue to require, significant expenditures. These expenditures 
could result in substantial negative cash flow from operating activities and substantial net losses for the near future. For the three months ended 
March 31, 2005 and the fiscal year ended December 31, 2004, we incurred losses from continuing operations of approximately $77 million and 
$458 million, respectively. We expect to continue to experience losses, and may not be able to achieve or sustain operating profitability in the 
future. Continued operating losses could limit our ability to obtain the cash needed to expand our network, make interest and principal 
payments on our debt or fund other business needs.  
   

We will need to continue to expand and adapt our network in order to remain competitive, which may require significant additional 
funding.  
   

Future expansion and adaptations of our network’s electronic and software components will be necessary in order to respond to:  
   

   
  •   growing number of customers; 

   
  •   the development and launching of new services; 

   
  •   increased demands by customers to transmit larger amounts of data; 

   
  •   changes in customers’ service requirements; 

   
  •   technological advances by competitors; and 

   
Future expansion or adaptation of our network will require substantial additional financial, operational and managerial resources, which 

may not be available at the time. If we are unable to expand or adapt our network to respond to these developments on a timely basis and at a 
commercially reasonable cost, our business will be materially adversely affected.  
   
Our need to obtain additional capacity for our network from other providers increases our costs.  
   

  •   governmental regulations. 

We continue in some part to lease telecommunications capacity and obtain rights to use dark fiber from both long distance and local 
telecommunications carriers in order to extend the scope of our network both in the United States and Europe. Any failure by companies 
leasing capacity to us to provide timely service to us would adversely affect our ability to serve our customers or increase the costs of doing so. 
Some of our agreements with other providers require the payment of amounts for services whether or not those services are used. We enter into 
interconnection agreements with many domestic and foreign local telephone companies, but we are not always able to do so on favorable 
terms.  
   

Costs of obtaining local service from other carriers comprise a significant proportion of the operating expenses of long distance carriers. 
Similarly, a large proportion of the costs of providing international service consists of payments to other carriers. Changes in regulation, 
particularly the regulation of local and international telecommunication carriers, could indirectly, but significantly, affect our competitive 
position. These changes could increase or decrease the costs of providing our services.  
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Our business requires the continued development of effective business support systems to implement customer orders and to provide 
and bill for services.  
   

Our business depends on our ability to continue to develop effective business support systems and in particular the development of these 
systems for use by customers who intend to use our services in their own service offering. This is a complicated undertaking requiring 
significant resources and expertise and support from third-party vendors. Business support systems are needed for:  
   

   
  •   implementing customer orders for services; 

   
  •   provisioning, installing and delivering these services; and 

   
Because our business provides for continued rapid growth in the number and volume of services offered, there is a need to continue to 

develop these business support systems on a schedule sufficient to meet proposed service rollout dates. In addition, we require these business 
support systems to expand and adapt to our rapid growth and alternate distribution channel strategy. The failure to continue to develop effective 
business support systems could materially adversely affect our ability to implement our business plans.  
   
Our growth may depend upon our successful integration of acquired businesses.  
   

  •   monthly billing for these services. 

The integration of acquired businesses involves a number of risks, including, but not limited to:  
   

   
  •   demands on management related to the significant increase in size after the acquisition; 

   
  •   the diversion of management’s attention from the management of daily operations to the integration of operations; 

   
  •   difficulties in the assimilation and retention of employees; 

   

  
•   difficulties in the assimilation of different cultures and practices, as well as in the assimilation of broad and geographically 

dispersed personnel and operations; and 

   
If we cannot successfully integrate acquired businesses or operations, we may experience material negative consequences to our business, 

financial condition or results of operations. Successful integration of these acquired businesses or operations will depend on our ability to 
manage these operations, realize opportunities for revenue growth presented by strengthened service offerings and expanded geographic market 
coverage and, to some degree, to eliminate redundant and excess costs. Because of difficulties in combining geographically distant operations, 
we may not be able to achieve the benefits that we hope to achieve as a result of the acquisition.  
   
We may be unable to hire and retain sufficient qualified personnel; the loss of any of our key executive officers could adversely affect 
us.  
   

  
•   difficulties in the integration of departments, systems, including accounting systems, technologies, books and records and 

procedures, as well as in maintaining uniform standards, controls, including internal accounting controls, procedures and policies. 

We believe that our future success will depend in large part on our ability to attract and retain highly skilled, knowledgeable, 
sophisticated and qualified managerial, professional and technical personnel. We have experienced significant competition in attracting and 
retaining personnel who possess the skills that we are seeking. As a result of this significant competition, we may experience a shortage of 
qualified personnel. Our businesses are managed by a small number of key executive officers, particularly James Q. Crowe, Chief Executive 
Officer, Charles C. Miller, III, Vice Chairman of the Board, and Kevin J. O’Hara, Chief Operating Officer. The loss of any of these key 
executive officers could have a material adverse effect on us.  
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We must obtain and maintain permits and rights-of-way to operate our network.  
   

If we are unable, on acceptable terms and on a timely basis, to obtain and maintain the franchises, permits and rights needed to expand 
and operate our network, our business could be materially adversely affected. In addition, the cancellation or nonrenewal of the franchises, 
permits or rights that are obtained could materially adversely affect us. We are a defendant in several lawsuits that the plaintiffs have sought to 
have certified as class actions that, among other things, challenge our use of rights of way. It is likely that additional suits challenging use of 
our rights of way will occur and that those plaintiffs also will seek class certification. The outcome of this litigation may increase our costs and 
adversely affect our operating results.  
   
Termination of relationships with key suppliers could cause delay and costs.  
   

We are dependent on third-party suppliers for fiber, computers, software, optronics, transmission electronics and related components that 
are integrated into our network. If any of these relationships is terminated or a supplier fails to provide reliable services or equipment and we 
are unable to reach suitable alternative arrangements quickly, we may experience significant additional costs. If that happens, we could be 
materially adversely affected.  
   
Rapid technological changes can lead to further competition.  
   

The communications industry is subject to rapid and significant changes in technology. In addition, the introduction of new products or 
technologies, as well as the further development of existing products and technologies may reduce the cost or increase the supply of certain 
services similar to those that we provide. As a result, our most significant competitors in the future may be new entrants to the communications 
and information services industries. These new entrants may not be burdened by an installed base of outdated equipment. Future success 
depends, in part, on the ability to anticipate and adapt in a timely manner to technological changes. Technological changes and the resulting 
competition could have a material adverse effect on us.  
   
Increased industry capacity and other factors could lead to lower prices for our services.  
   

Additional network capacity available from our competitors may cause significant decreases in the prices for services. Prices may also 
decline due to capacity increases resulting from technological advances and strategic acquisitions, such as the announced transactions between 
SBC and AT&T and Verizon and MCI. Increased competition has already led to a decline in rates charged for various telecommunications 
services.  
   
We are subject to significant regulation that could change in an adverse manner.  
   

Communications services are subject to significant regulation at the federal, state, local and international levels. These regulations affect 
us and our existing and potential competitors. Delays in receiving required regulatory approvals, completing interconnection agreements with 
incumbent local exchange carriers or the enactment of new and adverse regulations or regulatory requirements may have a material adverse 
effect on us. In addition, future legislative, judicial and regulatory agency actions could have a material adverse effect on us.  
   

Recent federal legislation provides for a significant deregulation of the U.S. telecommunications industry, including the local exchange, 
long distance and cable television industries. This legislation remains subject to judicial review and additional FCC rulemaking. As a result, we 
cannot predict the legislation’s effect on our future operations. Many regulatory actions are under way or are being contemplated by federal and 
state authorities regarding important items. These actions could have a material adverse effect on our business.  
   
We may lose customers if we experience system failures that significantly disrupt the availability and quality of the services that we 
provide.  
   

Our operations depend on our ability to avoid and mitigate any interruptions in service or reduced capacity for customers. Interruptions in 
service or performance problems, for whatever reason, could undermine confidence in our services and cause us to lose customers or make it 
more difficult to attract new ones. In addition, because  
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many of our services are critical to the businesses of many of our customers, any significant interruption in service could result in lost profits or 
other loss to customers. Although we attempt to disclaim liability in our service agreements, a court might not enforce a limitation on liability, 
which could expose us to financial loss. In addition, we often provide our customers with guaranteed service level commitments. If we are 
unable to meet these guaranteed service level commitments as a result of service interruptions, we may be obligated to provide credits, 
generally in the form of free service for a short period of time, to our customers, which could negatively affect our operating results.  
   

The failure of any equipment or facility on our network, including the network operations control center and network data storage 
locations, could result in the interruption of customer service until necessary repairs are effected or replacement equipment is installed. 
Network failures, delays and errors could also result from natural disasters, terrorist acts, power losses, security breaches and computer viruses. 
These failures, faults or errors could cause delays, service interruptions, expose us to customer liability or require expensive modifications that 
could have a material adverse effect on our business.  
   
Intellectual property and proprietary rights of oth ers could prevent us from using necessary technology to provide Internet protocol 
voice services.  
   

While we do not know of any technologies that are patented by others that we believe are necessary for us to provide our services, 
necessary technology may in fact be patented by other parties either now or in the future. If necessary technology were held under patent by 
another person, we would have to negotiate a license for the use of that technology. We may not be able to negotiate such a license at a price 
that is acceptable. The existence of such patents, or our inability to negotiate a license for any such technology on acceptable terms, could force 
us to cease using the technology and offering products and services incorporating the technology.  
   
Canadian law currently does not permit us to offer services in Canada.  
   

Ownership of facilities that originate or terminate traffic in Canada is currently limited to Canadian carriers. This restriction hinders our 
entry into the Canadian market unless appropriate arrangements can be made to address it.  
   
Potential regulation of Internet service providers in the United States could adversely affect our operations.  
   

The FCC has to date treated Internet service providers as enhanced service providers. Enhanced service providers are currently exempt 
from federal and state regulations governing common carriers, including the obligation to pay access charges and contribute to the universal 
service fund. The FCC is currently examining the status of Internet service providers and the services they provide. If the FCC were to 
determine that Internet service providers, or the services they provide, are subject to FCC regulation, including the payment of access charges 
and contribution to the universal service funds, it could have a material adverse effect on our business and the profitability of our services.  
   
The communications and information services industries are highly competitive with participants that have greater resources and a 
greater number of existing customers.  
   

The communications and information services industries are highly competitive. Many of our existing and potential competitors have 
financial, personnel, marketing and other resources significantly greater than us. Many of these competitors have the added competitive 
advantage of a larger existing customer base. In addition, significant new competitors could arise as a result of:  
   

   
  •   the recent increased consolidation in the industry; 

   
  •   allowing foreign carriers to compete in the U.S. market; 
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If we are unable to compete successfully, our business could be materially adversely affected.  

   
We may be unable to successfully identify, manage and assimilate future acquisitions, investments and strategic alliances, which could 
adversely affect our results of operations.  
   

  •   further deregulation and other regulatory initiatives. 

We continually evaluate potential investments and strategic opportunities to expand our network, enhance connectivity and add traffic to 
the network. In the future, we may seek additional investments, strategic alliances or similar arrangements, which may expose us to risks such 
as:  
   

   
  •   the difficulty of identifying appropriate investments, strategic allies or opportunities; 

   

  
•   the possibility that senior management may be required to spend considerable time negotiating agreements and monitoring these 

arrangements; 

   
  •   the possibility that definitive agreements will not be finalized; 

   
  •   potential regulatory issues applicable to the telecommunications business; 

   
  •   the loss or reduction in value of the capital investment; 

   
  •   the inability of management to capitalize on the opportunities presented by these arrangements; and 

   
There can be no assurance that we would successfully overcome these risks or any other problems encountered with these investments, 

strategic alliances or similar arrangements.  
   
Information Services  
   

  •   the possibility of insolvency of a strategic ally. 

Software Spectrum, relies on financial incentives, volume discounts and marketing funds from software publishers.  
   

As part of Software Spectrum’s supply agreements with certain publishers and distributors, Software Spectrum receives substantial 
incentives and credit terms such as rebates, volume purchase discounts, prompt-payment discounts and market development funds. No 
assurance can be given that Software Spectrum will continue to receive such incentives in the future. Software Spectrum has little or no input 
into either the form of financial incentives or the targets required to achieve them. Some financial incentives are based on specific market 
segments or products. Other financial incentives are based on Software Spectrum’s volume or growth rate of revenue or purchases and 
Software Spectrum’s participation in marketing programs. A decrease in the volume or growth rate of Software Spectrum’s revenue or 
purchases could have a material adverse effect on the amount of incentives offered to Software Spectrum by the its publishers. Additionally, if 
Software Spectrum’s business model fails to align with the objectives established for these incentives or if software publishers further change, 
reduce or discontinue these incentives, Software Spectrum’s business and Level 3’s consolidated financial results could be materially adversely 
affected.  
   
Software Spectrum is very dependent on a small number of vendors.  
   

A large percentage of Software Spectrum’s sales is represented by popular business software products from a small number of vendors. 
For the year ended December 31, 2004, approximately 70% of Software Spectrum’s software sales were derived from products published by 
Microsoft and IBM/ Lotus. Most of Software Spectrum’s contracts with vendors are non-exclusive and are terminable by either party, without 
cause, upon 30 to 60 days notice. Additionally, Software Spectrum’s contracts with major vendors are for one- or two-year terms, and the 
majority of these contracts contain no provision for automatic renewal. The loss or significant change in Software  
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Spectrum’s relationship with these vendors could have a material adverse effect on Software Spectrum’s business and Level 3’s consolidated 
financial results. Although Software Spectrum believes the software products would be available from other parties, Software Spectrum may 
not be able to obtain such products or may have to obtain such products on terms that would likely adversely affect its financial results. In 
addition, we cannot be sure that any financial or other difficulties of such publishers will not have a material adverse effect on Software 
Spectrum’s business and Level 3’s consolidated business results.  
   
Software Spectrum’s business is sensitive to general economic conditions and its success at expanding its business geographically.  
   

Software Spectrum’s business is sensitive to the spending patterns of its customers, which in turn are subject to prevailing economic and 
business conditions. Recent economic conditions caused a decrease in spending for information technology over the several past years. If 
customers and potential customers continue to decrease their spending in this area, Level 3’s consolidated financial results would be adversely 
affected. Further, sales to large corporations have been important to Software Spectrum’s results, and its future results are dependent on its 
continued success with such customers. Sales outside of the United States accounted for approximately 43% of Software Spectrum’s revenue 
for the year ended December 31, 2004. Software Spectrum’s future growth and success depend on continued growth and success in 
international markets. The success and profitability of Software Spectrum’s international operations are subject to numerous risks and 
uncertainties, including local economic and labor conditions, unexpected changes in the regulatory environment, trade protection measures and 
tax laws, currency exchange risks, political instability and other risks of conducting business abroad.  
   
Software Spectrum’s business is subject to seasonal changes in demand and resulting sales activities.  
   

Software Spectrum’s software distribution business is subject to seasonal influences. In particular, net sales and profits in the United 
States, Canada and Europe are typically lower in the first and third quarters due to lower levels of information technology purchases during 
those times. As a result, Software Spectrum’s quarterly results may be materially affected during those quarters. Therefore, the operating 
results for any three month period are not necessarily indicative of the results that may be achieved for any subsequent fiscal quarter or for a 
full fiscal year. In addition, periods of higher sales activities during certain quarters may require a greater use of working capital to fund the 
Software Spectrum business in the quarter that follows the higher levels of sales activities.  
   
Software Spectrum operates in a highly-competitive business environment and is subject to significant pricing competition.  
   

The desktop technology marketplace is intensely competitive. Software Spectrum faces competition from a wide variety of sources, 
including other software resellers, hardware manufacturers and resellers, large system integrators, software publishers, contact services 
providers, software suppliers, retail stores (including superstores), mail order, Internet and other discount business suppliers. Many 
competitors, particularly software publishers, have substantially greater financial resources than Software Spectrum. Because of the intense 
competition within the software channel, companies that compete in this market, including Software Spectrum, are characterized by low gross 
and operating margins. Consequently, Software Spectrum’s profitability is highly dependent upon effective cost and management controls.  
   
The market for Software Spectrum’s products and services is characterized by rapidly-changing technology.  
   

The market for Software Spectrum’s products and services is characterized by rapidly changing technology, evolving industry standards 
and frequent introductions of new products and services. Software Spectrum’s future success will depend in part on its ability to enhance 
existing services, to continue to invest in rapidly changing technology and to offer new services on a timely basis. Additionally, our business 
results can be adversely affected by disruptions in customer ordering patterns, the effect of new product releases and changes in licensing 
programs.  
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Software Spectrum’s new Media Plane(TM) platform.  
   

Software Spectrum has made significant investments in research, development and marketing for its new Media Plane application. 
Significant revenue from this new product investment may not be achieved for a number of years, if at all. In addition, Software Spectrum may 
face warranty and/or infringement claims related to this new product, unlike in its historic software reselling business in which Software 
Spectrum has merely passed on to its customers the warranties and intellectual property infringement protections provided by the software 
publishers.  
   
Software Spectrum’s business is subject to significant changes in the methods of software distribution.  
   

In late 2001, Microsoft announced a change to its licensing programs, whereby new enterprise-wide licensing arrangements are priced, 
billed and collected directly by Microsoft. Software Spectrum continues to provide sales and support services related to these transactions and 
will earn a service fee directly from Microsoft for these activities. Enterprise-wide licensing agreements in effect prior to October 1, 2001, 
which generally have terms of three years from the date such agreements are signed, and Microsoft’s other licensing programs were not 
affected by this change. The licensing program changes have resulted in significantly lower revenue for the Software Spectrum on the affected 
transactions. For the year ended December 31, 2004, approximately 20% of Software Spectrum’s sales were under Microsoft enterprise-wide 
licensing agreements. Software Spectrum’s continued ability to adjust to and compete under this new model are important factors in its future 
success.  
   

The manner in which software products are distributed and sold is continually changing, and new methods of distribution may continue to 
emerge or expand. Software publishers may intensify their efforts to sell their products directly to end-users, including current and potential 
customers of Software Spectrum. Other products and methodologies for distributing software to users may be introduced by publishers, present 
competitors or other third parties. If software suppliers’ participation in these programs is reduced or eliminated, or if other methods of 
distribution of software, which exclude the software resale channel, become common, Software Spectrum’s business and Level 3’s 
consolidated financial results could be materially adversely affected.  
   
Other Operations  
   
Environmental liabilities from our historical opera tions could be material.  
   

Our operations and properties are subject to a wide variety of laws and regulations relating to environmental protection, human health and 
safety. These laws and regulations include those concerning the use and management of hazardous and non-hazardous substances and wastes. 
We have made and will continue to make significant expenditures relating to our environmental compliance obligations. We may not at all 
times be in compliance with all of these requirements.  
   

In connection with certain historical operations, we are a party to, or otherwise involved in, legal proceedings under state and federal law 
involving investigation and remediation activities at approximately 110 contaminated properties. We could be held liable, jointly and severally, 
and without regard to fault, for such investigation and remediation. The discovery of additional environmental liabilities related to historical 
operations or changes in existing environmental requirements could have a material adverse effect on us.  
   
Potential liabilities and claims arising from coal operations could be significant.  
   

Our coal operations are subject to extensive laws and regulations that impose stringent operational, maintenance, financial assurance, 
environmental compliance, reclamation, restoration and closure requirements.  
   

These requirements include those governing air and water emissions, waste disposal, worker health and safety, benefits for current and 
retired coal miners, and other general permitting and licensing requirements. We may not at all times be in compliance with all of these 
requirements. Liabilities or claims associated with this non-compliance could require us to incur material costs or suspend production. Mine 
reclamation costs that exceed reserves for these matters also could require us to incur material costs.  
   

13  



Table of Contents  

General  
   
If we are unable to comply with the restrictions and covenants in our debt agreements, there would be a default under the terms of 
these agreements, and this could result in an acceleration of payment of funds that have been borrowed.  
   

If we were unable to comply with the restrictions and covenants in any of our debt agreements, there would be a default under the terms 
of those agreements. As a result, borrowings under other debt instruments that contain cross-acceleration or cross-default provisions may also 
be accelerated and become due and payable. If any of these events occur, there can be no assurance that we would be able to make necessary 
payments to the lenders or that it would be able to find alternative financing. Even if we were able to obtain alternative financing, there can be 
no assurance that it would be on terms that are acceptable.  
   
We have substantial debt, which may hinder our growth and put us at a competitive disadvantage.  
   

Our substantial debt may have important consequences, including the following:  
   

   

  
•   the ability to obtain additional financing for acquisitions, working capital, investments and capital or other expenditure could be 

impaired or financing may not be available on acceptable terms; 

   

  
•   a substantial portion of our cash flow will be used to make principal and interest payments on outstanding debt, reducing the funds 

that would otherwise be available for operations and future business opportunities; 

   

  
•   a substantial decrease in cash flows from operating activities or an increase in expenses could make it difficult to meet debt service 

requirements and force modifications to operations; 

   
  •   we have more debt than certain of our competitors, which may place us at a competitive disadvantage; and 

   
We had substantial deficiencies of earnings to cover fixed charges of approximately $60 million for the three months ended March 31, 

2005, $129 million for the three months ended March 31, 2004, $384 million for the fiscal year ended December 31, 2004, $706 million for the 
fiscal year 2003, $926 million for the fiscal year 2002, $4.378 billion for the fiscal year 2001 and $1.506 billion for fiscal year 2000.  
   
We may not be able to repay our existing debt; failure to do so or refinance the debt could prevent us from implementing our strategy 
and realizing anticipated profits.  
   

  •   substantial debt may make us more vulnerable to a downturn in business or the economy generally. 

If we were unable to refinance our debt or to raise additional capital on acceptable terms, our ability to operate our business would be 
impaired. As of March 31, 2005, after giving pro forma effect to the offering of the $880 million Convertible Senior Notes due 2011, Level 3 
Communications, Inc. had an aggregate of approximately $6.072 billion of long-term debt on a consolidated basis, including current maturities, 
and approximately $237 million of stockholders’ deficit. Our ability to make interest and principal payments on our debt and borrow additional 
funds on favorable terms depends on the future performance of the business. If we do not have enough cash flow in the future to make interest 
or principal payments on our debt, we may be required to refinance all or a part of our debt or to raise additional capital. We cannot assure that 
we will be able to refinance our debt or raise additional capital on acceptable terms.  
   
Restrictions and covenants in our debt agreements limit our ability to conduct our business and could prevent us from obtaining 
needed funds in the future.  
   

Our debt and financing arrangements contain a number of significant limitations that restrict our ability to, among other things:  
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  •   pay dividends or other distributions to stockholders; 

   
  •   make investments; 

   
  •   create liens on assets; 

   
  •   sell assets; 

   
  •   enter into sale-leaseback transactions; 

   
  •   enter into transactions with affiliates; and 

   
Increased scrutiny of financial disclosure, particularly in the telecommunications industry in which we operate, could adversely affect 
investor confidence, and any restatement of earnings could increase litigation risks and limit our ability to access the capital markets.  
   

  •   engage in mergers or consolidations. 

Congress, the SEC, other regulatory authorities and the media are intensely scrutinizing a number of financial reporting issues and 
practices. Although all businesses face uncertainty with respect to how the U.S. financial disclosure regime may be impacted by this process, 
particular attention has been focused recently on the telecommunications industry and companies’ interpretations of generally accepted 
accounting principles.  
   

If we were required to restate our financial statements as a result of a determination that we had incorrectly applied generally accepted 
accounting principles, that restatement could adversely affect our ability to access the capital markets or the trading price of our securities. The 
recent scrutiny regarding financial reporting has also resulted in an increase in litigation in the telecommunications industry. There can be no 
assurance that any such litigation against us would not materially adversely affect our business or the trading price of our securities.  
   
Terrorist attacks and other acts of violence or war may adversely affect the financial markets and our business.  
   

As a result of the September 11, 2001, terrorist attacks and subsequent events, there has been considerable uncertainty in world financial 
markets. The full effect on the financial markets of these events, as well as concerns about future terrorist attacks, is not yet known. They 
could, however, adversely affect our ability to obtain financing on terms acceptable to us, or at all.  
   

There can be no assurance that there will not be further terrorist attacks against the United States or U.S. businesses. These attacks or 
armed conflicts may directly affect our physical facilities or those of our customers. These events could cause consumer confidence and 
spending to decrease or result in increased volatility in the U.S. and world financial markets and economy. Any of these occurrences could 
materially adversely affect our business.  
   
Our international operations and investments expose us to risks that could materially adversely affect the business.  
   

We have operations and investments outside of the United States, as well as rights to undersea cable capacity extending to other 
countries, that expose us to risks inherent in international operations. These include:  
   

   
  •   general economic, social and political conditions; 
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  •   tax rates in some foreign countries may exceed those in the U.S.; 

   

  
•   foreign currency exchange rates may fluctuate, which could adversely affect our results of operations and the value of our 

international assets and investments; 

   
  •   foreign earnings may be subject to withholding requirements or the imposition of tariffs, exchange controls or other restrictions; 

   

  
•   difficulties and costs of compliance with foreign laws and regulations that impose restrictions on our investments and operations, 

with penalties for noncompliance, including loss of licenses and monetary fines; 

   
  •   difficulties in obtaining licenses or interconnection arrangements on acceptable terms, if at all; and 

   
Risks Related to an Investment in the notes and our common stock  
   

  •   changes in U.S. laws and regulations relating to foreign trade and investment. 

Our subsidiaries must make payments to us in order for us to make payments on the notes.  
   

We are a holding company with no material assets other than the stock of our subsidiaries. Accordingly, we depend upon dividends, loans 
or other distributions from our subsidiaries to generate the funds necessary to meet our financial obligations, including our obligations to pay 
you as a holder of notes. Our subsidiaries may not generate earnings sufficient to enable us to meet our payment obligations. Our subsidiaries 
are legally distinct from us and have no obligation to pay amounts due on our debt or to make funds available to us for such payment. Future 
debt of certain of our subsidiaries, including any debt outstanding under our subsidiary’s credit agreement, may prohibit the payment of 
dividends or the making of loans or advances to us. See “Description of Other Indebtedness of Level 3 Communications, Inc. and Level 3 
Financing, Inc.” In addition, the ability of such subsidiaries to make such payments, loans or advances is limited by the laws of the relevant 
states in which such subsidiaries are organized or located. In certain circumstances, the prior or subsequent approval of such payments, loans or 
advances is required from applicable regulatory bodies or other governmental entities.  
   
Because the notes are structurally subordinated to the obligations of our subsidiaries, you may not be fully repaid if we become 
insolvent.  
   

Substantially all of our operating assets are held directly by our subsidiaries. Holders of any preferred stock of any of our subsidiaries and 
creditors, including trade creditors, have and will have claims relating to the assets of that subsidiary that are senior to the notes. That is, the 
notes are structurally subordinated to the debt, preferred stock and other obligations of our subsidiaries. As of the date of this prospectus, 
holders of the notes have no claims to the assets of any of Level 3 Communications, Inc.’s subsidiaries. As of March 31, 2005, Level 3 
Communications, Inc.’s subsidiaries had approximately $2.466 billion in aggregate indebtedness and other balance sheet liabilities (excluding 
deferred revenue), excluding intercompany liabilities, all of which is structurally senior to the notes.  
   
Because the notes that you hold are unsecured, you may not be fully repaid if we become insolvent.  
   

The notes are not secured by any of our assets. The notes are effectively junior to secured obligations incurred under future credit 
facilities, including the guarantee obligations of Level 3 Communications, Inc. under the credit agreement, receivables and purchase money 
indebtedness, capitalized leases and certain other arrangements that are secured. The indentures under which the notes were issued contains no 
restrictions on the amount of additional indebtedness we may incur, and the indenture restricts but does not prohibit the amount of future 
indebtedness of Level 3 Communications, Inc. (but not its subsidiaries) that may be secured. If Level 3 Communications, Inc. becomes 
insolvent, the holders of any secured debt would receive payments from the assets used as security before you receive payments.  
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We have substantial existing debt and could incur substantial additional debt, so we may be unable to make payments on the notes.  
   

As of March 31, 2005, after giving pro forma effect to the offering of the $880 million Convertible Senior Notes due 2011 which was 
consummated on April 4, 2005, Level 3 had on a consolidated basis approximately $6.072 billion of total indebtedness, both long-term and 
short-term. The indentures relating to our outstanding indebtedness permit us to incur substantial additional debt. A substantial level of debt 
makes it more difficult for us to repay you. Substantial amounts of our existing debt will, and our future debt may, mature prior to the notes. 
See “Description of Other Indebtedness of Level 3 Communications, Inc. and Level 3 Financing, Inc.”  
   
If we experience a change of control or termination of trading, we may be unable to purchase the notes you hold as required under the 
indentures relating to the notes.  
   

Upon the occurrence of certain designated events, we must make an offer to purchase all outstanding notes. We may not have sufficient 
funds to pay the purchase price for all the notes tendered by holders seeking to accept the offer to purchase. In addition, the indentures relating 
to the notes and our other debt agreements may require us to repurchase the other debt upon a change of control or termination of trading or 
may prohibit us from purchasing any notes before their stated maturity, including upon a change of control or termination of trading.  
   
The public market for the notes is limited, which could affect their market price or your ability to sell them.  
   

The notes are not listed on any securities exchange or automated quotation system and we do not intend to apply for listing or quotation 
of the notes on any securities exchange or quotation system. The current public trading market for the notes is limited and we cannot provide 
any assurances that a secondary market will exist or will be sufficiently liquid for you to sell your notes. Future trading prices of the notes will 
depend on many factors, including prevailing interests rates, the market for similar securities, general economic conditions and our financial 
condition, performance and prospects. Historically, the market for convertible debt has been subject to disruptions that have caused substantial 
fluctuations in the prices of the securities. Accordingly, you may be required to bear the financial risk of an investment in the notes for an 
indefinite period of time.  
   
The price of the notes may fluctuate significantly as a result of the volatility of the price of our common stock.  
   

Because the notes are convertible into shares of our common stock, price volatility, depressed stock prices and other factors affecting our 
common stock could have a similar effect on the trading price of the notes. The market price of our common stock has been subject to volatility 
and, in the future, the market price of our common stock and the notes may fluctuate substantially due to a variety of factors, including:  
   

   
  •   the depth and liquidity of the trading market for our common stock; 

   
  •   quarterly variations in actual or anticipated operating results; 

   
  •   changes in estimated earnings by securities analysts; 

   
  •   market conditions in the communications and information services industry; 

   
  •   announcement and performance by competitors; 

   
  •   regulatory actions; and 

   
In addition, if you convert any of the notes, the value of the common stock you receive may fluctuate significantly.  
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The terms of our debt agreements restrict us from making payments with respect to our common stock.  
   

Our ability to pay cash dividends on, or repurchase shares of, our common stock is limited under the terms of our indentures. We do not 
currently intend to pay any cash dividends in the foreseeable future.  
   
Additional issuances of equity securities by Level 3 would dilute the ownership of its existing stockholders.  
   

Level 3 may issue equity in the future in connection with acquisitions or strategic transactions, to adjust its ratio of debt to equity, 
including through repayment of outstanding debt, to fund expansion of its operations or for other purposes. To the extent Level 3 issues 
additional equity securities, the percentage ownership into which the notes would convert will be reduced.  
   
We may be unable to generate cash flow from which to make payments on the notes.  
   

We had, on a consolidated basis, deficiencies in our ratio of earnings to fixed charges of approximately $60 million for the three months 
ended March 31, 2005, $129 million for the three months ended March 31, 2004, $384 million for the fiscal year ended December 31, 2004, 
approximately $706 million for the fiscal year 2003, approximately $926 million for the fiscal year 2002, approximately $4.378 billion for the 
fiscal year 2001 and $1.506 billion for fiscal year 2000. See “Ratio of Earnings to Fixed Charges.” We may not become profitable or sustain 
profitability in the future. Accordingly, we may not have access to sufficient funds to make payments on the notes.  
   
You will experience immediate dilution if you convert your notes into common stock because the per share conversion price of these 
notes is higher than the net tangible book value per share of our common stock.  
   

If you convert your notes into shares of common stock, you will experience immediate dilution because the per share conversion price of 
these notes is higher than the net tangible book value per share of the outstanding common stock immediately after this offering. In addition, 
you will also experience dilution when Level 3 issues additional shares of common stock that we are permitted or required to issue under 
options, warrants, Level 3’s stock option plan or other employee or director compensations plans.  
   
Anti-takeover provisions in Level 3’s charter and by-laws could limit the share price and delay a change of management.  
   

Level 3’s certificate of incorporation and by-laws contain provisions that could make it more difficult or even prevent a third party from 
acquiring Level 3 without the approval of its incumbent board of directors. These provisions, among other things:  
   

   
  •   divide the board of directors into three classes, with members of each class to be elected in staggered three-year terms; 

   
  •   prohibit stockholder action by written consent in place of a meeting; 

   

  
•   limit the right of stockholders to call special meetings of stockholders; limit the right of stockholders to present proposals or 

nominate directors for election at annual meetings of stockholders; and 

   
These provisions could limit the price that investors might be willing to pay in the future for shares of Level 3’s common stock and 

significantly impede the ability of the holders of Level 3’s common stock to change management. Provisions and agreements that inhibit or 
discourage takeover attempts could reduce the market value of Level 3’s common stock.  
   

18  

  •   authorize the board of directors to issue preferred stock in one or more series without any action on the part of stockholders. 



Table of Contents  

Our new credit agreement may prohibit us from making payment on the notes.  
   

Our credit agreement generally does not permit us to, redeem, defease, repurchase, retire or otherwise acquire or retire for value, prior to 
any scheduled maturity, repayment or sinking fund payment, indebtedness which is subordinate in right of payment to the guarantee by us of 
the obligations under our new credit facility (other than any redemption, defeasance, repurchase, retirement or other acquisition or retirement 
for value made in anticipation of satisfying a scheduled maturity, repayment or sinking fund obligation due within one year thereof). As a 
result, our credit agreement may prohibit us from making any payment on the notes in the event that the notes are accelerated or tendered for 
redemption upon a change of control or termination of trading, if applicable. Any such failure to make payments on the notes would cause us to 
default under our indentures, which in turn is likely to be a default under the new credit agreement and other outstanding and future 
indebtedness.  
   
Certain Foreign Holders may be subject to adverse U.S. federal income tax consequences.  
   

Generally, if a Foreign Holder, who owned notes with a value exceeding 5% of the total value of either (i) all of our outstanding common 
stock or (ii) all of such notes outstanding, disposes of a note, such holder may be required to treat any gain recognized on the disposition as 
income effectively connected with a U.S. trade or business if we were a “United States real property holding corporation” at any time during 
the shorter of the five years before the disposition or the holding period of the holder. We may be, or may become, a United States real property 
holding corporation. See “Certain United States Federal Income Tax Considerations—Foreign Holders.”  
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USE OF PROCEEDS  
   

We will not receive any proceeds from the sale of the notes or shares of the common stock by the selling securityholders.  
   

RATIO OF EARNINGS TO FIXED CHARGES  
   

The ratio of earnings to fixed charges for each of the periods indicated was as follows:  
   

   
For this ratio, earnings consist of earnings (loss) before income taxes, minority interest and discontinued operations, plus fixed charges 

(excluding capitalized interest but including amortization of capitalized interest). Fixed charges consist of interest expensed and capitalized, 
plus the portion of rent expense under operating leases deemed by Level 3 to be representative of the interest factor. Level 3 had deficiencies of 
earnings to fixed charges of $60 million for the three months ended March 31, 2005, $129 million for the three months ended March 31, 2004, 
$384 million for the fiscal year ended December 31, 2004, $706 million for the fiscal year ended December 31, 2003, $926 million for the 
fiscal year ended December 31, 2002, $4.378 billion for the fiscal year ended December 31, 2001, and $1.506 billion for the fiscal year ended 
December 31, 2000.  
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DESCRIPTION OF NOTES  
   

The notes were issued under an indenture dated as of December 2, 2004 between us and The Bank of New York, as trustee. The terms of 
the notes include those provided in the indenture and those made part of the indenture by reference to the Trust Indenture Act of 1939.  
   

The following description is a summary of the material provisions of the indenture and the registration rights agreement. It does not 
restate those agreements in their entirety. We urge you to read the indenture and the registration rights agreement because they, and not this 
description, define your rights as a holder of the notes. A copy of the indenture and registration rights agreement will be available from us upon 
request.  
   

Terms not defined in this description have the meanings given to them in the indenture. In this section, the words “we”, “us,” “our,” or 
“Level 3” mean Level 3 Communications, Inc., but do not include any of our current or future subsidiaries.  
   
General  
   

The notes are convertible into shares of our common stock as described under “—Conversion Rights” below. The notes are limited to 
$345,000,000 aggregate principal amount and will mature on December 15, 2011, unless earlier purchased by Level 3 or converted. The notes 
were issued in denominations of $1,000 and multiples of $1,000.  
   

The notes bear interest at the rate of 5  1 / 4 % per year from the date of issuance of the original notes. Interest will be payable semi-
annually in arrears on June 15 and December 15 of each year, commencing June 15, 2005, to holders of record at the close of business on the 
preceding June 1 and December 1, respectively. Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months. 
In the event of the maturity, conversion or purchase by us at the option of the holder upon a designated event, interest will cease to accrue on 
the applicable notes under the terms of and subject to the conditions of the indenture.  
   

Principal will be payable, and the notes may be presented for conversion, registration of transfer and exchange, without service charge, at 
our office or agency, which will initially be the office or agency of the trustee in New York, New York.  
   

The indenture does not contain any financial covenants or any restrictions on the payment of dividends, the repurchase of our securities or 
the incurrence of indebtedness other than as described under “—Limitation on Liens” below. The indenture also does not contain any 
covenants or other provisions to afford protection to holders of the notes in the event of a highly leveraged transaction or a change in control of 
Level 3, except to the extent described under “—Purchase at Option of Holders upon a Designated Event” below.  
   

If any interest payment date or maturity date of a note falls on a day that is not a business day, the required payment will be made on the 
next succeeding business day as if made on the date that the payment was due and no interest will accrue on that payment for the period from 
and after the interest payment date or maturity date, as the case may be, to the date of that payment on the next succeeding business day. The 
term “business day” means, with respect to any note, any day other than a Saturday, a Sunday or a day on which banking institutions in The 
City of New York are authorized or required by law, regulation or executive order to close.  
   

We will not pay any additional amounts on the notes to compensate any beneficial owner for any United States tax withheld from 
payments of principal, interest, or premium, if any, on the notes.  
   

Unless specifically provided otherwise, when we use the term “holder” in this offering memorandum, we mean the person in whose name 
such note is registered in the security register.  
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Ranking  
   

The notes are our unsecured and unsubordinated obligations and rank equal in right of payment with all of our existing and future 
unsubordinated indebtedness. As of March 31, 2005, after giving pro forma effect to the offering of the $880 million Convertible Senior Notes 
due 2011, which was consummated on April 4, 2005, we had approximately $3.846 billion (excluding the debt of our subsidiaries) outstanding 
in unsecured and unsubordinated indebtedness. The indenture under which the notes will be issued contains no restrictions on the amount of 
additional indebtedness we may incur. The notes will be effectively junior to obligations incurred under the our credit facility, dated December 
1, 2004, among Level 3 Financing, Inc., as borrower, Level 3 as guarantor, Merrill Lynch Capital Corporation, as administrative agent and 
certain lenders named therein. We refer to this as the New Credit Facility. The borrower under the New Credit Facility is our subsidiary Level 3 
Financing, Inc. We and several other subsidiaries guarantee Level 3 Financing, Inc.’s obligations under the New Credit Facility. The New 
Credit Facility and these guarantees are secured by a substantial portion of our assets and substantially all of the assets of Level 3 Financing, 
Inc. and our subsidiaries that are guarantors, and we are required to use commercially reasonable efforts to provide additional guarantees and 
security in the future. The notes also are effectively junior to Level 3’s secured obligations incurred under future credit facilities, receivables 
and purchase money indebtedness and certain other arrangements that are secured. In addition, the notes are structurally subordinated to all 
indebtedness and other obligations of our subsidiaries. Our subsidiaries are separate legal entities and have no obligation to pay, or make funds 
available to pay, any amounts due on the notes. As of March 31, 2005, our subsidiaries had approximately $2.466 billion in aggregate 
indebtedness and other balance sheet liabilities (excluding deferred revenue), but excluding intercompany liabilities, all of which liabilities are 
structurally senior to the notes. See “Risk Factors—Because the notes that you hold are unsecured, you may not be fully repaid if Level 3 
becomes insolvent,” “Risk Factors—Because the notes are structurally subordinated to the obligations of our subsidiaries, you may not be fully 
repaid if we becomes insolvent,” and “Risk Factors—We have substantial existing debt and could incur substantial additional debt, so we may 
be unable to make payments on the notes.”  
   
Conversion Rights  
   

A holder may convert a note, in integral multiples of $1,000 principal amount, into 251.004 shares of common stock per $1,000 principal 
amount of notes (the “conversion rate”) at any time before the close of business on December 15, 2011, unless such note is earlier purchased by 
Level 3. The conversion rate is subject to adjustment as described below. Except as described below, no cash payment or other adjustment will 
be made on conversion of any notes for interest accrued thereon or for dividends on any common stock. Our delivery to the holder of the full 
number of shares of our common stock into which a note is convertible, together with any cash payment for such holder’s fractional shares, 
will be deemed to satisfy our obligation to pay the principal amount of the note and any accrued and unpaid interest. Any accrued and unpaid 
interest will be deemed paid in full rather than canceled, extinguished or forfeited. In addition, a holder may be entitled to receive a make-
whole premium as described under “—Purchase at Option of Holders upon a Designated Event.”  
   

If notes are converted after a record date for an interest payment but prior to the next interest payment date, those notes must be 
accompanied by funds equal to the interest payable to the record holder on the next interest payment date on the principal amount so converted; 
provided, however, that no such payment need be made if (1) we have specified a redemption date that is after a record date but on or prior to 
the next interest payment date or (2) we have specified a designated event purchase date that is during such period. Accordingly, under those 
circumstances, the holder of the converted notes will not receive any interest payment for the period from the next preceding interest payment 
date to the date of conversion. We are not required to issue fractional shares of common stock upon conversion of notes and instead will either, 
at our option (i) round such fraction up to the nearest whole number of shares or (ii) pay a cash adjustment based upon the closing sale price per 
share of our common stock on the last trading day before the date of conversion.  
   

The “sale price” of our common stock on any date means the closing per share sale price (or if no closing sale price is reported, the 
average of the bid and ask prices or, if more than one in either case, the average of the average bid and the average ask prices) on such date on 
the Nasdaq National Market or the principal United States securities exchange on which our common stock is traded or, if our common stock is 
not listed on the Nasdaq National Market or a United States national or regional securities exchange, as reported by the Nasdaq System or by 
the National Quotation Bureau Incorporated. In the absence of a quotation, we will determine the sale price on such basis as we consider 
appropriate.  
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A “trading day” means a day during which trading in securities generally occurs on the Nasdaq National Market or, if our common stock 
is not listed on the Nasdaq National Market or a national or regional securities exchange, on the Nasdaq System or, if our common stock is not 
quoted on the Nasdaq System, on the principal other market on which our common stock is then traded. If our common stock is not so listed, 
admitted for trading or quoted, “trading day” means any business day.  
   

A holder may exercise the right of conversion by delivering the note to be converted to the specified office of the conversion agent, with a 
completed notice of conversion, together with any funds that may be required as described in the third preceding paragraph. Beneficial owners 
of interests in a global note may exercise their right of conversion by delivering to The Depository Trust Company (which we refer to as 
“DTC”) the appropriate instruction form for conversion pursuant to DTC’s conversion program. A notice of conversion can be obtained from 
the trustee. The conversion date will be the date on which the notes, the notice of conversion and any required funds have been so delivered. A 
holder delivering a note for conversion will not be required to pay any taxes or duties relating to the issuance or delivery of our common stock 
for such conversion, but will be required to pay any tax or duty which may be payable relating to any transfer involved in the issuance or 
delivery of our common stock in a name other than the holder of the note. Certificates representing shares of our common stock will be issued 
or delivered only after all applicable taxes and duties, if any, payable by the holder have been paid. If a note is to be converted in part only, a 
new note or notes equal in principal amount to the unconverted portion of the note surrendered for conversion will be issued. The shares of our 
common stock issuable upon conversion will not be issued or delivered in a name other than that of the holder of the note unless the applicable 
restrictions on transfer have been satisfied.  
   

In lieu of delivery shares of our common stock upon conversion of any notes, for all or any portion of the notes, we may elect to pay 
holders surrendering notes for conversion an amount in cash per note (or a portion of a note) equal to the average of the applicable stock price 
over the fifteen trading day period starting on and including the third trading day following the conversion date multiplied by the conversion 
rate in effect on the conversion date (or portion of the conversion rate applicable to a portion of a note if a combination of common stock and 
cash is to be delivered). We will inform such holders through the trustee no later than two business days following the conversion date of our 
election to deliver shares of our common stock, to pay cash in lieu of delivery of the shares or to deliver a combination of common stock and 
cash. If we elect to deliver solely shares of our common stock, these will be delivered through the conversion agent no later than the third 
business day following the conversion date. If we elect to deliver a combination of shares of our common stock and cash or to pay all of such 
payment in cash, such delivery and payment will be made to holders surrendering notes no later than the twenty-first business day following 
the applicable conversion date.  
   

The “applicable stock price,” with respect to a trading day, is equal to the volume-weighted average price per share of common stock on 
such trading day. The “volume-weighted average price,” with respect to a trading day, means such price as displayed on Bloomberg (or any 
successor service) page LVLT <equity> VAP in respect of the period from 9:30 a.m. to 4:00 p.m., New York City time, on such trading day; 
or, if such price is not available, the “applicable stock price” means the market value per share of our common stock on such as determined by 
a nationally recognized independent investment banking firm retained for this purpose by us.  
   

We will adjust the conversion rate if any of the following events occurs:  
   

   
  •   we issue common stock as a dividend or distribution on our common stock; 

   

  
•   we issue to all holders of common stock certain rights or warrants to purchase our common stock at a price per share that is less 

than the then current market price of our common stock, as defined in the indenture; 
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•   we pay a cash dividend to all holders of our common stock, or distribute shares of our capital stock, evidences of indebtedness or 
assets, including cash and securities but excluding rights, warrants and common stock dividends or distributions specified above; 
provided, however, that if we distribute capital stock of, or similar equity interests in, a subsidiary or other business unit of ours, the 
conversion rate will be adjusted based on the market value of the securities so distributed relative to the market value of our 
common stock, in each case based on the average closing sales prices of those securities for the 10 trading days commencing on and 
including the fifth trading day after the date on which “ex-dividend trading” commences for such distribution on the Nasdaq 
National Market or such other national or regional exchange or market on which the securities are then listed or quoted; or 

   
If we distribute cash to holders of our common stock, then the conversion rate will be increased so that it equals the rate determined by 

multiplying the conversion rate in effect on the record date with respect to the cash distribution by a fraction, (1) the numerator of which will be 
the current market price of a share of our common stock on the record date, and (2) the denominator of which will be the same price of a share 
on the record date less the per share amount of the distribution. “Current market price” means the average of the daily sale prices per share of 
common stock for the ten consecutive trading days ending on the earlier of the date of determination and the day before the “ex date” with 
respect to the distribution requiring such computation. For purpose of this paragraph, the term “ex date,” when used with respect to any 
distribution, means the first date on which our common stock trades, regular way, on the relevant exchange or in the relevant market from 
which the closing sale price was obtained without the right to receive such distribution.  
   

If we have a rights plan in effect upon conversion of the notes into common stock, you will receive, in addition to the common stock, the 
rights under the rights plan unless the rights have separated from the common stock at the time of conversion, in which case the conversion rate 
will be adjusted as if we distributed to all holders of our common stock, shares of our capital stock, evidences of indebtedness or assets as 
described above, subject to readjustment in the event of the expiration, termination or redemption of such rights.  
   

In the event of:  
   

  

•   we or one of our subsidiaries makes a payment in respect of a tender offer or exchange offer for our common stock to the extent that 
the cash and value of any another consideration included in the payment per share of common stock exceeds the current market 
price per share of common stock on the trading day next succeeding the last date on which tenders or exchanges may be made 
pursuant to such tender or exchange offer. 

   
  •   any reclassification of our common stock; 

   
  •   a consolidation, merger or combination involving us; or 

   
in which holders of our common stock would be entitled to receive stock, other securities, other property, assets or cash for their common 
stock, upon conversion of your notes you will be entitled to receive the same type of consideration which you would have been entitled to 
receive if you had converted the notes into our common stock immediately prior to any of these events.  
   

You may in certain situations be deemed to have received a distribution subject to United States federal income tax as a dividend in the 
event of any taxable distribution to holders of common stock or in certain other situations requiring a conversion rate adjustment. See “Certain 
United States Federal Income Tax Considerations.”  
   

We may, from time to time, increase the conversion rate if our board of directors has made a determination that this increase would be in 
our best interests. Any such determination by our board will be conclusive. In addition, we may increase the conversion rate if our board of 
directors deems it advisable to avoid or diminish any income tax to holders of common stock resulting from any dividend or distribution of 
stock (or rights to acquire stock) or from any event treated as such for income tax purposes. See “Certain United States Federal Income Tax 
Considerations.”  
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We will not be required to make an adjustment in the conversion rate unless the adjustment would require a change of at least 1% in the 
conversion rate. However, we will carry forward any adjustments that are less than 1% of the conversion rate: provided that, all such carried 
forward adjustments shall be made (i) at the time we mail a notice of redemption and (ii) at the time we notify holders of notes of a designated 
event. Except as described above in this section, we will not adjust the conversion rate for any issuance of our common stock or convertible or 
exchangeable securities or rights to purchase our common stock or convertible or exchangeable securities.  
   
Optional Redemption by Level 3  
   

The notes are not redeemable at the option of Level 3 prior to December 15, 2008. Starting on that date, we may redeem all or any portion 
of the notes, at once or over time, on not more than 60 nor less than 30 days’ notice. The notes may be redeemed at the redemption prices set 
forth below, plus accrued and unpaid interest, if any, to the redemption date. However, if the redemption date occurs after a record date and on 
or prior to the corresponding interest payment date, we will instead make the interest payment, to the record holder on the record date 
corresponding to such interest payment date. The following prices are for notes redeemed during the 12-month period commencing on of the 
years set forth below, and are expressed as percentages of principal amount:  
   

   
Selection and Notice  
   

Year  
   

Redemption 
 

Price  
  

2008     102.25 % 
2009     101.50 % 
2010 and thereafter     100.75 % 

If less than all the notes are to be redeemed at any time, selection of notes for redemption will be made by the trustee in compliance with 
the requirements of the principal national securities exchange, if any, on which the notes are listed or, if the notes are not so listed, on a pro rata 
basis, by lot or by any other method that the trustee considers fair and appropriate. The trustee may select for redemption a portion of the 
principal of any note that has a denomination larger than $1,000. Notes and portions thereof will be redeemed in the amount of $1,000 or 
integral multiples of $1,000. The trustee will make the selection from notes outstanding and not previously called for redemption; provided, 
however, that if a portion of a holder’s notes are selected for partial redemption and such holder thereafter converts a portion of such notes, 
such converted portion will be deemed to be taken from the portion selected for redemption.  
   

Provisions of the indenture that apply to notes called for redemption also apply to portions of the notes called for redemption. If any note 
is to be redeemed in part, the notice of redemption will state the portion of the principal amount to be redeemed. In the event of any redemption 
of less than all the notes, we will not be required to:  
   

   

  
•   issue or register the transfer or exchange of any note during a period of 15 days before any selection of such notes for redemption, 

or 

   
On and after the redemption date, unless we default in the payment of the redemption price, interest and additional interest, if any, will 

cease to accrue on the principal amount of the notes or portions of notes called for redemption and for which funds have been set aside for 
payment. In the case of notes or portions of notes redeemed on a redemption date which is also a regularly scheduled interest payment date, the 
interest payment due on such date will be paid to the person in whose name the note is registered at the close of business on the relevant record 
date.  
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•   register the transfer or exchange of any note so selected for redemption, in whole or in part, except the unredeemed portion of any 

note being redeemed in part, in which case we will execute and the trustee will authenticate and deliver to the holder a new note 
equal in principal amount to the unredeemed portion of the note surrendered. 
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Sinking Fund  
   

There is no sinking fund for the notes.  
   
Purchase at Option of Holders upon a Designated Event  
   

If a designated event occurs as set forth below, each holder of notes will have the right to require us to purchase for cash all of such 
holder’s notes, or any portion of those notes that is equal to $1,000 or a whole multiple of $1,000, on the date specified by us that is not later 
than 30 business days after the date we give notice of the designated event, at a purchase price equal to 100% of the principal amount of the 
notes to be purchased, plus accrued and unpaid interest to, but excluding, the designated event purchase date, plus, under the circumstances 
described below, a make-whole premium. If such designated event purchase date is after a record date but on or prior to an interest payment 
date, however, then the interest payable on such date will be paid to the person in whose name the note is registered at the close of business on 
the relevant record date.  
   

If a change in control described in the second or third bullet point of the definition of change in control set forth below occurs, we will 
pay a make-whole premium to the holders of the notes in addition to the purchase price of the notes on the designated event purchase date 
provided, however, we will not pay a make-whole premium if a change in control described in the third bullet point of the definition of change 
in control occurs and at least 90% of the consideration (excluding cash payments for fractional shares) in the transaction or transactions 
constituting the change in control consists of shares of common stock that are, or upon issuance will be, traded on the New York Stock 
Exchange or the American Stock Exchange or quoted on the Nasdaq National Market and as a result of such transaction or transactions the 
notes become convertible solely into such common stock and other consideration payable in such transaction or transactions. The make-whole 
premium will also be paid on the designated event purchase date to holders of the notes who convert their notes into common stock on or after 
the date on which we have given a notice to all holders of notes of the occurrence of the designated event and on or before the designated event 
purchase date.  
   

The make-whole premium will be determined by reference to the table below and is based on the date on which the change in control 
becomes effective (the “effective date”) and the price (the “stock price”) paid per share of our common stock in the transaction constituting the 
change in control. If holders of our common stock receive only cash in the transaction, the stock price shall be the cash amount paid per share 
of our common stock. Otherwise, the stock price shall be equal to the average closing sale price per share of our common stock over the five 
trading-day period ending on the trading day immediately preceding the effective date.  
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The following table shows what the make-whole premiums would be for each hypothetical stock price and effective date set forth below, 
expressed as a percentage of the principal amount of the notes.  
   

Make-Whole Premium Upon a Change in Control (% of Face Value)  
   

   
The actual stock price and effective date may not be set forth on the table, in which case:  

   

Stock Price on  
Effective Date  

  

Effective Date  
  

  

12/2/2004 

 
    

12/15/2005 

 
    

12/15/2006 

 
    

12/15/2007 

 
    

12/15/2008 

 
    

12/15/2009 

 
    

12/15/2010 

 
    

12/15/2011 

 
  

$  3.32   0.0 %   0.0 %   0.0 %   0.0 %   0.0 %   0.0 %   0.0 %   0.0 % 
$  3.50   4.3     2.2     0.0     0.0     0.0     0.0     0.0     0.0   
$  3.75   10.3     8.0     5.4     2.5     0.0     0.0     0.0     0.0   
$  4.00   15.8     13.5     10.7     7.4     0.0     0.0     0.0     0.0   
$  5.00   15.3     12.6     9.4     5.4     0.0     0.0     0.0     0.0   
$  6.00   15.0     12.3     8.9     4.8     0.0     0.0     0.0     0.0   
$  7.00   14.9     12.2     8.8     4.7     0.0     0.0     0.0     0.0   
$  8.00   14.9     12.0     8.7     4.7     0.0     0.0     0.0     0.0   
$  9.00   14.9     12.0     8.7     4.7     0.0     0.0     0.0     0.0   
$10.00   14.9     12.0     8.7     4.7     0.0     0.0     0.0     0.0   
$50.00   14.9     12.0     8.7     4.7     0.0     0.0     0.0     0.0   

   

  
•   if the actual stock price on the effective date is between two stock prices on the table or the actual effective date is between two 

effective dates on the table, the make-whole premium will be determined by a straight-line interpolation between the make-whole 
premiums set forth for the two stock prices and the two effective dates on the table based on a 360-day year, as applicable. 

   

  
•   if the stock price on the effective date exceeds $50.00 per share (subject to adjustment as described below), no make-whole 

premium will be paid. 

   
The stock prices set forth in the first column of the table above will be adjusted as of any date on which the conversion rate of the notes is 

adjusted. The adjusted stock prices will equal the stock prices applicable immediately prior to such adjustment multiplied by a fraction, the 
numerator of which is the conversion rate immediately prior to the adjustment giving rise to the stock price adjustment and the denominator of 
which is the conversion rate as so adjusted.  
   

We will pay, at our option, the make-whole premium in cash, shares of our common stock or the same form of consideration used to pay 
for the shares of our common stock in connection with the transaction constituting the change in control.  
   

If we decide to pay the make-whole premium in shares of our common stock, the value of our common stock to be delivered in respect of 
the make-whole premium shall be deemed to be equal to the average closing sale price per share of our common stock over the ten trading-day 
period ending on the trading day immediately preceding the designated event purchase date. We may pay the make-whole premium in shares of 
our common stock only if the information necessary to calculate the closing sale price per share of our common stock is published in a daily 
newspaper of national circulation or by other appropriate means.  
   

In addition, our right to pay the make-whole premium in shares of our common stock is subject to our satisfying various conditions, 
including:  
   

  
•   if the stock price on the effective date is less than or equal to $3.32 per share (subject to adjustment as described below), no make-

whole premium will be paid. 
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•   listing such common stock on the Nasdaq National Market or, if not so listed, on the principal United States securities exchange on 

which our common stock is then listed; 
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•   the registration of the common stock under the Securities Act and the Securities Exchange Act of 1934 (or the “Exchange Act”), if 

required; and 

   
If such conditions are not satisfied with respect to a holder prior to the close of business on the designated event purchase date, we will 

pay the make-whole premium in cash. We may not change the form of consideration to be paid with respect to the make-whole premium once 
we have given the notice that we are required to give to holders of record of notes, except as described in the immediately preceding sentence.  
   

If we decide to pay the make-whole premium in the same form of consideration used to pay for the shares of our common stock in 
connection with the transaction constituting the change in control, the value of the consideration to be delivered in respect of the make-whole 
premium will be calculated as follows:  
   

  
•   any necessary qualification or registration under applicable state securities law or the availability of an exemption from such 

qualification and registration. 

   

  

•   securities that are traded on a United States national securities exchange or approved for quotation on the Nasdaq National Market 
or any similar system of automated dissemination of quotations of securities prices will be valued based on the average closing 
price or last sale price, as applicable, over the ten trading-day period ending on the trading day immediately preceding the 
designated event purchase date; 

   

  
•   other securities, assets or property (other than cash) will be valued based on 98% of the average of the fair market value of such 

securities, assets or property (other than cash) as determined by an independent nationally recognized investment bank selected by 
us; and 

   
Within 30 days after the occurrence of a designated event, we are required to give notice to all holders of record of notes, as provided in 

the indenture, stating among other things, (1) the occurrence of a designated event and of their resulting purchase right and (2) if a make-whole 
premium is payable, whether we will pay the make-whole premium in cash, shares of our common stock or the same form of consideration 
used to pay for the shares of our common stock in connection with the transaction constituting the change in control. We must also deliver a 
copy of our notice to the trustee.  
   

In order to exercise the purchase right upon a designated event, a holder must deliver prior to the designated event purchase date a 
designated event purchase notice stating among other things:  
   

  •   100% of any cash. 

   
  •   if certificated notes have been issued, the certificate numbers of the notes to be delivered for purchase: 

   
  •   the portion of the principal amount of notes to be purchased, in integral multiples of $1,000; and 

   
If the notes are not in certificated form, a holder’s designated event purchase notice must comply with appropriate DTC procedures.  

   
A holder may withdraw any designated event purchase notice upon a designated event by a written notice of withdrawal delivered to the 

paying agent prior to the close of business on the business day prior to the designated event purchase date. The notice of withdrawal must state: 
   

  •   that the notes are to be purchased by us pursuant to the applicable provisions of the notes and the indenture. 

   
  •   the principal amount of the withdrawn notes; 
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In connection with any purchase offer in the event of a designated event, we will, if required under applicable law:  

   

  •   the principal amount, if any, of the notes which remains subject to the designated event purchase notice. 

   

  
•   comply with the provisions of Rule 13e-4, Rule 14e-1, and any other tender offer rules under the Exchange Act which may then be 

applicable; and 

   
Payment of the designated event purchase price and any applicable make-whole payment for a note for which a designated event 

purchase notice has been delivered and not validly withdrawn is conditioned upon delivery of the note, together with necessary endorsements, 
to the paying agent at any time after delivery of such designated event purchase notice. Payment of the designated event purchase price and any 
applicable make-whole payment for the note will be made promptly following the later of the designated event purchase date or the time of 
delivery of the note. Any make whole premium payable in respect of notes converted on or after the date we have given notice of the 
occurrence of the applicable change in control shall be paid to such holders on the designated event purchase date.  
   

If the paying agent holds money or securities sufficient to pay the designated event purchase price of the note and any applicable make-
whole payment on the business day following the designated event purchase date in accordance with the terms of the indenture, then, 
immediately after the designated event purchase date, the note will cease to be outstanding and interest, including additional interest, if any, on 
such note will cease to accrue, whether or not the note is delivered to the paying agent. Thereafter, all other rights of the holder will terminate, 
other than the right to receive the designated event purchase price and any applicable make-whole payment upon delivery of the note. A 
“designated event” will be deemed to occur upon a change in control or a termination of trading.  
   

A “change in control” of Level 3 will be deemed to have occurred when:  
   

  •   file a Schedule TO or any other required schedule under the Exchange Act. 

   

  

•   any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act or any successor provisions to 
either of the foregoing), including any group acting for the purpose of acquiring, holding, voting or disposing of securities within 
the meaning of Rule 13d-5(b)(1) under the Exchange Act, other than any one or more of the Permitted Holders, becomes the 
“beneficial owner” (as defined in Rule 13d-3 under the Exchange Act, except that a person will be deemed to have “beneficial 
ownership” of all shares that any such person has the right to acquire, whether such right is exercisable immediately or only after 
the passage of time), directly or indirectly, of 35% or more of the total voting power of the Voting Stock of Level 3 (other than as a 
result of any merger, share exchange, transfer of assets or similar transaction solely for the purpose of changing our jurisdiction of 
incorporation and resulting in a reclassification, conversion or exchange of outstanding shares of common stock solely into shares 
of common stock of the surviving entity); provided, however, that the Permitted Holders are the “beneficial owners” (as defined in 
Rule 13d-3 under the Exchange Act, except that a person will be deemed to have “beneficial ownership” of all shares that any such 
person has the right to acquire, whether such right is exercisable immediately or only after the passage of time), directly or 
indirectly, in the aggregate of a lesser percentage of the total voting power of the Voting Stock of Level 3 than such other person or 
group (for purposes of this bullet point, such person or group shall be deemed to beneficially own any Voting Stock of a corporation 
(the “specified corporation”) held by any other corporation (the “parent corporation”) so long as such person or group beneficially 
owns, directly or indirectly, in the aggregate a majority of the total voting power of the Voting Stock of such parent corporation); or 
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•   (1) any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act or any successor provisions to 
either of the foregoing), including any group acting for the purpose of acquiring, holding, voting or disposing of securities within 
the meaning of Rule 13d-5(b)(1) under the Exchange Act becomes the “beneficial owner” (as defined in Rule 13d-3 under the 
Exchange Act, 
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except that a person will be deemed to have “beneficial ownership” of all shares that any such person has the right to acquire, 
whether such right is exercisable immediately or only after the passage of time), directly or indirectly, of a majority of the total 
voting power of the Voting Stock of Level 3 (other than as a result of any merger, share exchange, transfer of assets or similar 
transaction solely for the purpose of changing our jurisdiction of incorporation and resulting in a reclassification, conversion or 
exchange of outstanding shares of common stock solely into shares of common stock of the surviving entity) and (2) a termination 
of trading shall have occurred; or 

   

  

•   our consolidation or merger with or into any other person, any merger of another person into us, or any sale, transfer, assignment, 
lease, conveyance or other disposition, directly or indirectly, of all or substantially all the assets of Level 3 and its subsidiaries, 
considered as a whole (other than a disposition of such assets as an entirety or virtually as an entirety to a wholly owned subsidiary 
or one or more Permitted Holders) shall have occurred, other than 

   

  

1. any transaction (a) that does not result in any reclassification, conversion, exchange or cancellation of outstanding shares of 
our capital stock and (b) pursuant to which holders of our capital stock immediately prior to the transaction are entitled to 
exercise, directly or indirectly, 50% or more of the total voting power of all shares of capital stock entitled to vote generally 
in the election of directors of the continuing or surviving person immediately after the transaction; or 

   

  
2. any merger, share exchange, transfer of assets or similar transaction solely for the purpose of changing our jurisdiction of 

incorporation and resulting in a reclassification, conversion or exchange of outstanding shares of common stock solely into 
shares of common stock of the surviving entity; or 

   

  

•   during any period of two consecutive years, individuals who at the beginning of such period constituted the board of directors of 
Level 3 (together with any new directors whose election or appointment by such board or whose nomination for election by the 
shareholders of Level 3 was approved by a vote of a majority of the directors then still in office who were either directors at the 
beginning of such period or whose election or nomination for election was previously so approved) cease for any reason to 
constitute a majority of the board of directors of Level 3 then in office; or 

   
“Permitted Holders” means the members of Level 3’s Board of Directors on April 28, 1998, and their respective estates, spouses, 

ancestors, and lineal descendants, the legal representatives of any of the foregoing and the trustees of any bona fide trusts of which the 
foregoing are the sole beneficiaries or the grantors, or any person of which the foregoing “beneficially owns” (as defined in Rule 13d-3 under 
the Exchange Act) at least 66  2 / 3 % of the total voting power of the Voting Stock of such person.  
   

“Voting Stock” of any person means Capital Stock of such person which ordinarily has voting power for the election of directors (or 
persons performing similar functions) of such person, whether at all times or only for so long as no senior class of securities has such voting 
power by reason of any contingency.  
   

“Capital Stock” of any person means any and all shares, interests, participations or other equivalents (however designated) of corporate 
stock or other equity participations, including partnership interests, whether general or limited, of such person and any rights (other than debt 
securities convertible and exchangeable into an equity interest), warrants or options to acquire an equity interest in such person.  
   

The definition of change in control includes a phrase relating to the sale, assignment, lease, transfer or conveyance of “all or substantially 
all” of our assets or our assets and those of our subsidiaries taken as a whole. Although there is a developing body of case law interpreting the 
phrase “substantially all,” there is no precise established definition of the phrase under applicable law. Accordingly, the ability of a holder of 
notes to require us to repurchase notes as a result of a sale, assignment, transfer, lease, or conveyance of less than all of our assets and those of 
our subsidiaries may be uncertain.  
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A “termination of trading” will be deemed to have occurred if our common stock (or other common stock into which the notes are then 
convertible) is neither listed for trading on a U.S. national securities exchange nor approved for trading on the Nasdaq National Market.  
   

Rule 13e-4 under the Exchange Act requires the dissemination of information to security holders if an issuer tender offer occurs and may 
apply if the repurchase option becomes available to holders of the notes. We will comply with this rule to the extent applicable at that time.  
   

We may, to the extent permitted by applicable law, at any time purchase the notes in the open market or by tender at any price or by 
private agreement. Any note purchased by us (a) after the date that is two years from the latest issuance of the notes may, to the extent 
permitted by applicable law, be reissued or sold or may be surrendered to the trustee for cancellation or (b) on or prior to the date referred to in 
(a), will be surrendered to the trustee for cancellation. Any notes surrendered to the trustee may not be reissued or resold and will be canceled 
promptly.  
   

No notes may be purchased by us at the option of holders upon the occurrence of a designated event if there has occurred and is 
continuing an event of default with respect to the notes, other than a default in the payment of the designated event purchase price with respect 
to the notes.  
   
Limitation on Liens  
   

We will not, directly or indirectly, incur or suffer to exist any Lien (other than existing Liens) securing Specified Indebtedness of any 
nature whatsoever on any of our properties or assets, whether owned at the issue date of the notes or thereafter acquired, without making 
effective provision for securing the notes equally and ratably with (or, if the obligation to be secured by the Lien is subordinated in right of 
payment to the notes, prior to) the obligations so secured for so long as such obligations are so secured.  
   

“Lien” means any mortgage or deed of trust, pledge, hypothecation, security interest, lien, charge, encumbrance or other security 
agreement of any kind or nature whatsoever; provided, however, that Liens shall not include defeasance trusts or funds. For purposes of this 
definition, the sale, lease, conveyance or other transfer by Level 3 of, including the grant of indefeasible rights of use or equivalent 
arrangements with respect to, dark or lit communications fiber capacity or communications conduit shall not constitute a Lien.  
   

“Specified Indebtedness” means (A) Level 3’s 9  1 / 8 % Senior Notes due 2008, 11% Senior Notes due 2008, 10  1 / 2 % Senior Discount 
Notes due 2008, 10  3 / 4 % Senior Euro Notes due 2008, 12  7 / 8 % Senior Discount Notes due 2010, 11  1 / 4 % Senior Euro Notes due 2010, 11 
 1 / 4 % Senior Notes due 2010, 2  7 / 8 % Convertible Senior Notes due 2010, 6.0% Convertible Subordinated Notes due 2009 and 6.0% 
Convertible Subordinated Notes due 2010, and (B) any indebtedness of the Company for borrowed money that (i) is in the form of, or 
represented by, bonds, notes, debentures or other securities or any guarantee thereof (other than promissory notes or similar evidence of 
indebtedness under bank loans, reimbursement agreements, receivables facilities or other bank, insurance or other institutional financing 
agreements under section 4(2) of the Securities Act or any guarantee thereof) and (ii) is, or may be, quoted, listed or purchased and sold on any 
stock exchange, automated securities trading system or over-the-counter or other securities market (including, without prejudice to the 
generality of the foregoing, the market for securities eligible for resale pursuant to Rule 144A under the Securities Act). For the avoidance of 
doubt, “Specified Indebtedness” shall not include indebtedness among the Company or its subsidiaries or among subsidiaries.  
   

The foregoing restrictions shall not apply to: (i) Liens to secure Acquired Debt, provided that (a) such Lien attaches to the acquired 
property prior to the time of the acquisition of such property and (b) such Lien does not extend to or cover any other property; and (ii) Liens to 
secure debt incurred to refinance, in whole or in part, debt secured by any Lien referred to in the foregoing clause (i) or this clause (ii) so long 
as such Lien does not extend to any other property (other than improvements and accessions to the original property) and the principal amount 
of debt so secured is not increased.  
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“Acquired Debt” means, with respect to any specified person, (i) debt of any other person existing at the time such person merges with or 
into or consolidates with such specified person and (ii) debt secured by a Lien encumbering any property acquired by such specified person, 
which debt in each case was not incurred in anticipation of, and was outstanding prior to, such merger, consolidation or acquisition.  
   
Merger and Consolidation  
   

The indenture provides that we may not, in a single transaction or a series of related transactions, consolidate or merge with or into, or 
effect a share exchange with (whether or not we are the surviving corporation), or sell, assign, transfer, lease, convey or otherwise dispose of all 
or substantially all of our properties or assets as an entirety or substantially as an entirety to another corporation, person or entity unless:  
   

   

  

•   either (i) we shall be the surviving or continuing corporation or (ii) the entity or person formed by or surviving any such 
consolidation, merger or share exchange (if other than us) or the entity or person which acquires by sale, assignment, transfer, lease, 
conveyance or other disposition our properties and assets substantially as an entirety (x) is a corporation organized and validly 
existing under the laws of the United States, any State thereof or the District of Columbia and (y) assumes the due and punctual 
payment of the principal of, premium, if any, and interest on all the notes and the performance of each of our covenants under the 
notes and the indenture pursuant to a supplemental indenture in a form reasonably satisfactory to the trustee; 

   
  •   immediately after such transaction no default or event of default exists; and 

   
For purposes of the foregoing, the transfer (by lease, assignment, sale or otherwise, in a single transaction or series of transactions) of all 

or substantially all of the properties or assets of one or more of our subsidiaries, the capital stock of which individually or in the aggregate 
constitutes all or substantially all of our properties and assets, will be deemed to be the transfer of all or substantially all of our properties and 
assets.  
   

Upon any such consolidation, merger, share exchange, sale, assignment, conveyance, lease, transfer or other disposition in accordance 
with the foregoing, the successor person formed by such consolidation or share exchange or into which we are merged or to which such sale, 
assignment, conveyance, lease, transfer or other disposition is made will succeed to, and be substituted for, and may exercise our right and 
power, under the indenture with the same effect as if the successor had been named as us in the indenture, and thereafter (except in the case of a 
lease) the predecessor corporation will be relieved of all further obligations and covenants under the indenture and the notes.  
   
Events of Default and Remedies  
   

  
•   we or such successor person shall have delivered to the trustee an officers’ certificate and an opinion of counsel, each stating that 

such transaction and the supplemental indenture comply with the indenture and that all conditions precedent in the indenture 
relating to such transaction have been satisfied. 

An event of default is defined in the indenture as being:  
   

(1) default in payment of the principal of, or premium, if any, on the notes;  
   

(2) default for 30 days in payment of any installment of interest on the notes, including additional interest;  
   

(3) default in the payment of the designated event payment in respect of the notes on the date for such payment or failure to provide 
timely notice of a designated event;  

   
(4) default by us for 60 days after notice in the observance or performance of any other covenants in the indenture;  
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(5) default under any credit agreement, mortgage, indenture or instrument under which there may be issued or by which there may 
be secured or evidenced any indebtedness for money borrowed by us or any of our material subsidiaries (or the payment of which is 
guaranteed or secured by us or any of our subsidiaries), which default  

   

   

  
•   is caused by a failure to pay when due any principal of such indebtedness within the grace period provided for in such 

indebtedness, which failure continues beyond any applicable grace period, or 

   

  
•   results in the acceleration of such indebtedness prior to its express maturity, without such acceleration being rescinded or 

annulled, 

and, in each case, the principal amount of such indebtedness, together with the principal amount of any other such indebtedness under 
which there is a payment default or the maturity of which has been so accelerated, aggregates $25.0 million or its foreign currency 
equivalent or more and such payment default is not cured or such acceleration is not annulled within 10 days after notice;  

   
(6) failure by us or any of our material subsidiaries to pay final, nonappealable judgments (other than any judgment as to which a 

reputable insurance company has accepted full liability) aggregating in excess of $25.0 million or its foreign currency equivalent, which 
judgments are not stayed, bonded or discharged within 60 days after their entry; or  

   
(7) certain events involving our bankruptcy, insolvency or reorganization or that of any of our material subsidiaries.  

   
If an event of default (other than an event of default specified in clause (7) with respect to us) occurs and is continuing, then and in every 

such case the trustee, by written notice to us, or the holders of not less than 25% in aggregate principal amount of the then outstanding notes, by 
written notice to us and the trustee, may declare the unpaid principal of, premium, if any, and accrued and unpaid interest, including additional 
interest, if any, on all the notes then outstanding to be due and payable. Upon such declaration, such principal amount, premium, if any, and 
accrued and unpaid interest, including additional interest, if any, will become immediately due and payable, notwithstanding anything 
contained in the indenture or the notes to the contrary. If any event of default specified in clause (7) occurs with respect to us, all unpaid 
principal of, premium, if any, and accrued and unpaid interest, including additional interest, if any, on the notes then outstanding will 
automatically become due and payable, without any declaration or other act on the part of the trustee or any holder of notes.  
   

Holders of the notes may not enforce the indenture or the notes except as provided in the indenture. A holder of a note will have the right 
to begin any proceeding with respect to the indenture or for any remedy only if:  
   

   
  •   such holder has previously given the trustee written notice of a continuing event of default; 

   

  
•   the holders of at least 25% in aggregate principal amount of the notes have made a written request of, and offered reasonable 

indemnification to, the trustee to begin such proceeding; 

   
  •   the trustee has not started such proceeding within 30 days after receiving the request; and 

   
Subject to the provisions of the indenture relating to the duties of the trustee, the trustee is under no obligation to exercise any of its rights 

or powers under the indenture at the request, order or direction of any of the holders, unless such holders have offered to the trustee security or 
an indemnity satisfactory to it against any cost, expense or liability. Subject to all provisions of the indenture and applicable law, the holders of 
a majority in aggregate principal amount of the then outstanding notes have the right to direct the time, method and place of conducting any 
proceeding for any remedy available to the trustee or exercising any trust or power conferred on the  
   

33  

  
•   the trustee has not received directions inconsistent with such request from the holders of a majority in aggregate principal amount of 

the notes during those 30 days. 



Table of Contents  

trustee. If a default or event of default occurs and is continuing and is known to the trustee, the indenture requires the trustee to mail a notice of 
default or event of default to each holder within 60 days of the occurrence of such default or event of default. However, the trustee may 
withhold from the holders notice of any continuing default or event of default (except a default or event of default in the payment of principal 
of, premium, if any, or interest on the notes) if it determines in good faith that withholding notice is in their interest. The holders of a majority 
in aggregate principal amount of the notes then outstanding by notice to the trustee may rescind any acceleration of the notes and its 
consequences if all existing events of default (other than the nonpayment of principal of, premium, if any, and interest on the notes that has 
become due solely by virtue of such acceleration) have been cured or waived and if the rescission would not conflict with any judgment or 
decree of any court of competent jurisdiction. No such rescission will affect any subsequent default or event of default or impair any right 
consequent thereto.  
   

In the case of any event of default occurring by reason of any willful action (or inaction) taken (or not taken) by us or on our behalf with 
the intention of avoiding payment of the premium that we would have had to pay if we then had elected to redeem the notes pursuant to the 
optional redemption provisions of the indenture, an equivalent premium will also become and be immediately due and payable to the extent 
permitted by law upon the acceleration of the notes. If an event of default occurs on any date on which we are prohibited from redeeming the 
notes by reason of any willful action (or inaction) taken (or not taken) by us or on our behalf with the intention of avoiding the prohibition on 
redemption of the notes on such date, then the maximum redemption premium specified in the indenture will also become immediately due and 
payable to the extent permitted by law upon the acceleration of the notes.  
   

Except as provided in the next sentence, the holders of a majority in aggregate principal amount of the notes then outstanding may, on 
behalf of the holders of all the notes, waive any past default or event of default under the indenture and its consequences, except default in the 
payment of principal of, premium, if any, or interest on the notes (other than the nonpayment of principal of, premium, if any, and interest that 
has become due solely by virtue of an acceleration that has been duly rescinded as provided above) or in respect of a covenant or provision of 
the indenture that cannot be modified or amended without the consent of all holders of notes.  
   

We are required to deliver to the trustee annually a statement regarding compliance with the indenture and we are required, upon 
becoming aware of any default or event of default, to deliver to the trustee a statement specifying such default or event of default.  
   
Global Notes; Book-Entry; Form  
   

We issued the notes in the form of one or more global securities. The global security will be deposited with the trustee as custodian for 
DTC and registered in the name of a nominee of DTC. Except as set forth below, the global security may be transferred, in whole and not in 
part, only to DTC or another nominee of DTC. You will hold your beneficial interests in the global security directly through DTC if you have 
an account with DTC or indirectly through organizations that have accounts with DTC. Notes in definitive certificated form (called 
“certificated securities”) will be issued only in certain limited circumstances described below.  
   

DTC has advised us that it is:  
   

   
  •   a limited purpose trust company organized under the laws of the State of New York; 

   
  •   a member of the Federal Reserve System; 

   
  •   a “clearing corporation” within the meaning of the New York Uniform Commercial Code; and 

   
DTC was created to hold securities of institutions that have accounts with DTC (called “participants”) and to facilitate the clearance and 

settlement of securities transactions among its participants in such securities through electronic book-entry changes in accounts of the 
participants, thereby eliminating the need for physical movement of  
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securities certificates. DTC’s participants include securities brokers and dealers, which may include the initial purchasers, banks, trust 
companies, clearing corporations and certain other organizations. Access to DTC’s book-entry system is also available to others such as banks, 
brokers, dealers and trust companies (called, the “indirect participants”) that clear through or maintain a custodial relationship with a 
participant, whether directly or indirectly.  
   

We expect that pursuant to procedures established by DTC upon the deposit of the global security with DTC, DTC will credit, on its 
book-entry registration and transfer system, the principal amount of notes represented by such global security to the accounts of participants. 
The accounts to be credited will be designated by the initial purchasers. Ownership of beneficial interests in the global security will be limited 
to participants or persons that may hold interests through participants. Ownership of beneficial interests in the global security will be shown on, 
and the transfer of those beneficial interests will be effected only through, records maintained by DTC (with respect to participants’ interests), 
the participants and the indirect participants. The laws of some jurisdictions may require that certain purchasers of securities take physical 
delivery of such securities in definitive form. These limits and laws may impair the ability to transfer or pledge beneficial interests in the global 
security.  
   

Owners of beneficial interests in global securities who desire to convert their interests into common stock should contact their brokers or 
other participants or indirect participants through whom they hold such beneficial interests to obtain information on procedures, including 
proper forms and cut-off times, for submitting requests for conversion.  
   

So long as DTC, or its nominee, is the registered owner or holder of a global security, DTC or its nominee, as the case may be, will be 
considered the sole owner or holder of the notes represented by the global security for all purposes under the indenture and the notes. In 
addition, no owner of a beneficial interest in a global security will be able to transfer that interest except in accordance with the applicable 
procedures of DTC. Except as set forth below, as an owner of a beneficial interest in the global security, you will not be entitled to have the 
notes represented by the global security registered in your name, will not receive or be entitled to receive physical delivery of certificated 
securities and will not be considered to be the owner or holder of any notes under the global security. We understand that under existing 
industry practice, if an owner of a beneficial interest in the global security desires to take any action that DTC, as the holder of the global 
security, is entitled to take, DTC would authorize the participants to take such action. Additionally, in such case, the participants would 
authorize beneficial owners owning through such participants to take such action or would otherwise act upon the instructions of beneficial 
owners owning through them.  
   

We will make payments of principal of and interest (including any additional interest) on the notes represented by the global security 
registered in the name of and held by DTC or its nominee to DTC or its nominee, as the case may be, as the registered owner and holder of the 
global security. Neither we, the trustee nor any paying agent will have any responsibility or liability for any aspect of the records relating to or 
payments made on account of beneficial interests in the global security or for maintaining, supervising or reviewing any records relating to 
such beneficial interests.  
   

We expect that DTC or its nominee, upon receipt of any payment of principal of or interest (or additional interest) on the global security, 
will credit participants’ accounts with payments in amounts proportionate to their respective beneficial interests in the principal amount of the 
global security as shown on the records of DTC or its nominee. We also expect that payments by participants or indirect participants to owners 
of beneficial interests in the global security held through such participants or indirect participants will be governed by standing instructions and 
customary practices and will be the responsibility of such participants or indirect participants. We will not have any responsibility or liability 
for any aspect of the records relating to, or payments made on account of, beneficial interests in the global security for any note or for 
maintaining, supervising or reviewing any records relating to such beneficial interests or for any other aspect of the relationship between DTC 
and its participants or indirect participants or the relationship between such participants or indirect participants and the owners of beneficial 
interests in the global security owning through such participants.  
   

Transfers between participants in DTC will be effected in the ordinary way in accordance with DTC rules and will be settled in same-day 
funds.  
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DTC has advised us that it will take any action permitted to be taken by a holder of notes only at the direction of one or more participants 
to whose account the DTC interests in the global security is credited and only in respect of such portion of the aggregate principal amount of 
notes as to which such participant or participants has or have given such direction. However, if DTC notifies us that it is unwilling to be a 
depositary for the global security or ceases to be a clearing agency or there is an event of default under the notes, DTC will exchange the global 
security for certificated securities which it will distribute to its participants and which will bear the appropriate legend, if required.  
   

Although DTC is expected to follow the foregoing procedures in order to facilitate transfers of interests in the global security among 
participants of DTC, it is under no obligation to perform or continue to perform such procedures, and such procedures may be discontinued at 
any time. Neither we nor the trustee will have any responsibility or liability for the performance by DTC or the participants or indirect 
participants of their respective obligations under the rules and procedures governing their respective operations.  
   
Modifications and Waiver  
   

Modifications and amendments to the indenture or to the terms and conditions of the notes may be made, and noncompliance by us may 
be waived, with the written consent of the holders of not less than a majority in aggregate principal amount of the notes at the time outstanding. 
However, the indenture, including the terms and conditions of the notes, may be modified or amended by us and the trustee, without the 
consent of the holder of any note, for the purposes of, among other things:  
   

   
  •   adding to our covenants for the benefit of the holders of notes; 

   
  •   surrendering any right or power conferred upon us; 

   

  
•   providing for conversion rights of holders of notes if any reclassification or change of our common stock or any consolidation, 

merger or sale of all or substantially all of our assets occurs; 

   

  
•   increasing the conversion rate, provided that the increase will not adversely affect the interests of holders of notes in any material 

respect; 

   

  
•   complying with the requirements of the SEC in order to effect or maintain the qualification of the indenture under the Trust 

Indenture Act of 1939; 

   

  
•   making any changes or modifications to the indenture necessary in connection with the registration of the notes under the Securities 

Act as contemplated by the registration rights agreement, provided that this action does not adversely affect the interests of the 
holders of the notes in any material respect; 

   

  
•   curing any ambiguity, defect or inconsistency or making any other changes in the provisions of the indenture which we and the 

trustee may deem necessary or desirable, provided such amendment does not adversely affect the holders of the notes in any 
material respect; 

   
  •   complying with the requirements regarding merger or transfer of assets; 

   
  •   evidencing and providing for the acceptance of the appointment under the indenture of a successor trustee; 

   
  •   securing the notes; or 

   
Notwithstanding the foregoing, no modification or amendment to, or any waiver of, any provisions of the indenture may, without the 

written consent of the holder of each note affected:  
   

  
•   providing for uncertificated notes in addition to the certificated notes so long as such uncertificated notes are in registered form for 

purposes of the Internal Revenue Code of 1986. 
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  •   reduce the principal amount of, or interest (excluding additional interest) on, any note; 

   
  •   change the currency of payment of principal of or interest on any note; 

   
  •   impair the right to institute suit for the enforcement of any payment on or with respect to, or conversion of, any note; 

   

  
•   except as otherwise permitted or contemplated by provisions of the indenture concerning corporate reorganizations, materially 

adversely affect the purchase option of holders upon a designated event or the conversion rights of holders of the notes; or 

   
Satisfaction and Discharge  
   

  
•   reduce the percentage in aggregate principal amount of notes outstanding necessary to modify or amend the indenture or to waive 

any past default. 

We may discharge our obligations under the indenture while notes remain outstanding, subject to certain conditions, if all outstanding 
notes become due and payable at their scheduled maturity within one year, and we have deposited with the trustee an amount sufficient to pay 
and discharge all outstanding notes on the date of their scheduled maturity. We will remain obligated to issue shares of our common stock upon 
conversion of the notes until such maturity as described under “—Conversion Rights,” but we will not be obligated to give any notice of, or 
otherwise make any payment or delivery in connection with any designated event.  
   
Governing Law  
   

The indenture and the notes will be governed by, and construed in accordance with, the laws of the State of New York.  
   
Reports  
   

Whether or not required by the rules and regulations of the SEC, so long as any notes are outstanding, we will file with the SEC and 
furnish to the trustee and the holders of notes all quarterly and annual financial information (without exhibits) required to be contained in a 
filing on Forms 10-Q and 10-K, including a “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and, 
with respect to the annual consolidated financial statements only, a report thereon by our independent auditors. We shall not be required to file 
any report or other information with the SEC if it does not permit such filing.  
   
Information Concerning the Trustee and Transfer Agent  
   

The Bank of New York, as trustee under the indenture, has been appointed by us as paying agent, conversion agent, registrar and 
custodian with regard to the notes. The trustee is the trustee under the indentures relating to our other debt securities. The trustee, the transfer 
agent or their affiliates may from time to time in the future provide banking and other services to us in the ordinary course of their business.  
   
No Recourse Against Others  
   

None of our directors, officers, employees, shareholders or affiliates, as such, shall have any liability or any obligations under the notes or 
the indenture or for any claim based on, in respect of or by reason of such obligations or the creation of such obligations. Each holder by 
accepting a note waives and releases all such liability. The waiver and release are part of the consideration for the notes.  
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Registration Rights  
   

We have, at our expense, filed with the SEC a shelf registration statement covering resales by holders of all notes and the shares of our 
common stock issuable upon conversion of the notes. Under the Registration Rights Agreement, we are permitted to suspend the use of the 
prospectus that is part of this shelf registration statement under certain circumstances relating to pending corporate developments, public filings 
with the SEC and similar events for a period (a) not to exceed 45 days in any three-month period and (b) not to exceed an aggregate of 120 
days in any 12-month period.  
   

If:  
   

   

  
•   on the day following the filing deadline set forth in the Registration Rights Agreement, the shelf registration statement has not been 

filed with the SEC; 

   

  
•   on the 271st day following the earliest date of original issuance of any of the notes, the shelf registration statement is not declared 

effective; 

   

  
•   the registration statement shall cease to be effective or fail to be usable without being succeeded within five business days by a post-

effective amendment or a report filed with the SEC pursuant to the Exchange Act that cures the failure of the registration statement 
to be effective or usable; or 

   
each, a “registration-default,” additional interest as liquidated damages will accrue on the notes, from and including the day following the 
registration default to but excluding the day on which the registration default has been cured. Additional interest will be paid semi-annually in 
arrears, with the first semi-annual payment due on the first interest payment date, as applicable, following the date on which such additional 
interest begins to accrue, and will accrue to but excluding the day on which the registration default has been cured at an additional rate per year 
equal to:  
   

  •   the prospectus has been suspended as described in the preceding paragraph longer than the period permitted by such paragraph, 

   
  •   0.25% of the principal amount to and including the 90th day following such registration default; and 

   
In no event will additional interest accrue at a rate per year exceeding 0.5%. If a holder has converted some or all of its notes into 

common stock, the holder will be entitled to receive equivalent amounts based on the principal amount of the notes converted.  
   

The specific provisions relating to the registration described above are contained in the registration rights agreement that was entered into 
at the time that the notes were originally issued.  
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DESCRIPTION OF CAPITAL STOCK  
   

We have summarized some of the terms and provisions of our outstanding capital stock in this section. The summary is not complete. We 
have also filed our restated certificate of incorporation and our by-laws as exhibits to our annual report on Form 10-K for the year ended 
December 31, 2004. You should read our restated certificate of incorporation and our by-laws for additional information.  
   

As of March 31, 2005, our authorized capital stock was 1,518,500,000 shares. Those shares consisted of:  
   

   
  •   1,500,000,000 shares of common stock, par value $.01 per share; 

   
  •   10,000,000 shares of preferred stock, par value $.01 per share; and 

   
As of May 3, 2005, there were 694,333,093 shares of common stock, no shares of preferred stock and no shares of Class R convertible 

common stock outstanding.  
   
Common Stock  
   

  •   8,500,000 shares of Class R convertible common stock, par value $.01 per share. 

Subject to the senior rights of preferred stock which may from time to time be outstanding, holders of common stock are entitled to 
receive dividends declared by the board of directors out of funds legally available for their payment. Upon dissolution and liquidation of our 
business, holders of common stock are entitled to a ratable share of our net assets remaining after payment to the holders of the preferred stock 
of the full preferential amounts they are entitled to. All outstanding shares of common stock are fully paid and nonassessable.  
   

The holders of common stock are entitled to one vote per share for the election of directors and on all other matters submitted to a vote of 
stockholders. Holders of common stock are not entitled to cumulative voting for the election of directors. They are not entitled to preemptive 
rights.  
   

The transfer agent and registrar for the common stock is Wells Fargo Bank Minnesota, N. A.  
   
Preferred Stock  
   

The preferred stock has priority over the common stock with respect to dividends and to other distributions, including the distribution of 
assets upon liquidation. The board of directors is authorized to fix and determine the terms, limitations and relative rights and preferences of the 
preferred stock, to establish series of preferred stock and to fix and determine the variations as among series. The board of directors without 
stockholder approval could issue preferred stock with voting and conversion rights which could adversely affect the voting power of the 
holders of common stock.  
   
Anti-Takeover Provisions  
   

We currently have provisions in our restated certificate of incorporation and by-laws that could have an anti-takeover effect. The 
provisions in the restated certificate of incorporation include:  
   

   
  •   a classified board of directors; 

   
  •   a prohibition on our stockholders taking action by written consent; 

   
  •   the requirement that special meetings of stockholders be called only by the board of directors or the chairman of the board; and 
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The by-laws contain specific procedural requirements for the nomination of directors and the introduction of business by a stockholder of 
record at an annual meeting of stockholders where such business is not specified in the notice of meeting or brought by or at the discretion of 
the board of directors.  
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DESCRIPTION OF OTHER INDEBTEDNESS OF  
LEVEL 3 COMMUNICATIONS, INC. AND LEVEL 3 FINANCING,  INC.  

   
The following is a description of our other material outstanding consolidated indebtedness. For purposes of this section of the prospectus, 

“Level 3” refers only to Level 3 Communications, Inc. The following summaries of outstanding indebtedness are qualified in their entirety by 
reference to the indentures or credit agreements, as applicable, to which each issue of indebtedness relates.  
   
Indebtedness of Level 3 Communications, Inc.  
   

9 1/8 % Senior Notes due 2008  
   

On April 28, 1998, Level 3 issued $2 billion aggregate principal amount of 9 1/8 % Senior Notes due 2008 (which we refer to as the “9 1/8 

% Notes”) under an indenture between Level 3 and The Bank of New York, as successor trustee to IBJ Whitehall Bank & Trust Company. The 
9 1/8 % Notes are senior unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior 
unsecured indebtedness of Level 3. The 9 1/8 % Notes bear interest at a rate of 9 1/8 % per annum, payable semiannually in arrears on May 1 and 
November 1.  
   

Level 3 may redeem the 9 1/8 % Notes, in whole or in part, at any time on or after May 1, 2003. If a redemption occurs before May 1, 
2006, Level 3 will pay a premium on the principal amount of the 9 1/8 % Notes redeemed. This premium is approximately 1.5% for a 
redemption during the twelve month period beginning on May 1, 2005.  
   

If an event treated as a change of control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 9 1/8 % Notes at a purchase price of 101% of the principal amount, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 9 1/8 % Notes places restrictions on the ability of Level 3 and its restricted subsidiaries to:  
   

   
  •   incur additional indebtedness; 

   
  •   pay dividends or make other restricted payments and transfers; 

   
  •   create liens; 

   
  •   sell assets; 

   
  •   issue or sell capital stock of some of its subsidiaries; 

   
  •   enter into transactions, including transactions with affiliates; and 

   
The holders of the 9 1/8 % Notes may force Level 3 to immediately repay the principal on the 9 1/8 % Notes, including interest to the 

acceleration date, if certain defaults exist under other indebtedness having an outstanding principal amount of at least $25 million, which 
defaults result in the acceleration of such other indebtedness or constitutes a failure to pay principal when due.  
   

As of March 31, 2005, approximately $954 million aggregate principal amount of the 9 1/8 % Notes was outstanding.  
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10 1/2 % Senior Discount Notes due 2008 

 

   
On December 2, 1998, Level 3 issued $834 million aggregate principal amount at maturity of 10 1/2 % Senior Discount Notes due 2008 

(which we refer to as the “10 1/2 % Discount Notes”) under an indenture between Level 3 and The Bank of New York, as successor trustee to 
IBJ Whitehall Bank & Trust Company. The 10 1/2 % Discount Notes are senior unsecured obligations of Level 3. They rank equally in right of 
payment with all other existing and future senior unsecured indebtedness of Level 3.  
   

The issue price of the 10 1/2 % Discount Notes was approximately 60% of the principal amount at maturity. The notes accreted at a rate of 
10 1/2 % per year, compounded semiannually, to 100% of their principal amount on December 1, 2003. Cash interest began to accrue on the 10 
1/2 % Discount Notes on December 1, 2003.  
   

Beginning on December 1, 2003, cash interest accrues at a rate of 10 1/2 % and will be payable semiannually on June 1 and December 1, 
beginning June 1, 2004.  
   

Level 3 may redeem the 10 1/2 % Discount Notes, in whole or in part, at any time on or after December 1, 2003. If a redemption occurs 
before December 1, 2006, Level 3 will pay a premium on the accreted value of the 10 1/2 % Discount Notes redeemed. This premium decreases 
annually from approximately 3.5% for a redemption during the twelve month period beginning on December 1, 2004 to approximately 1.75% 
for a redemption during the twelve month period beginning on December 1, 2005.  
   

If an event treated as a change of control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 10 1/2 % Discount Notes at a purchase price of 101% of the accreted value, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 10 1/2 % Discount Notes places certain restrictions on the actions of Level 3 and some of its subsidiaries that 
are substantially similar to those contained in the indenture relating to the 9 1/8 % Notes. The indenture also contains a provision relating to the 
acceleration of the 10 1/2 % Discount Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $144 million aggregate principal amount at maturity of the 10 1/2 % Discount Notes was 
outstanding.  
   

6% Convertible Subordinated Notes due 2009  
   

On September 20, 1999, Level 3 issued $823 million aggregate principal amount of 6% Convertible Subordinated Notes due 2009 (the 
“2009 Convertible 6% Notes”) under an indenture between Level 3 and The Bank of New York, as successor trustee to IBJ Whitehall Bank & 
Trust Company. The 2009 Convertible 6% Notes are unsecured, subordinated obligations of Level 3.  
   

The 2009 Convertible 6% Notes are convertible into shares of common stock, at the option of the holder, at any time prior to maturity, 
unless previously repurchased or unless Level 3 has caused the conversion rights to expire. The 2009 Convertible 6% Notes may be converted 
at the initial rate of 15.3401 shares of common stock per each $1,000 principal amount of notes, subject to adjustment in certain circumstances. 
This is equivalent to a conversion price of approximately $65.19 per share.  
   

On or after September 15, 2002, Level 3 may cause the conversion rights of the holders of 2009 Convertible 6% Notes to expire at any 
time prior to the maturity date of the notes. Level 3 may exercise this option if the current market price of the common stock exceeds 140% of 
the prevailing conversion price then in effect, for at least 20 trading days within any 30-day period of consecutive trading days, including the 
last trading day of such period.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding notes at a purchase price of 100% of the principal amount, plus accrued and unpaid interest, if any. Level 3 will pay the 
repurchase price in cash or, at Level 3’s option but subject to the satisfaction of certain conditions, in shares of common stock.  
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In the event of a bankruptcy, liquidation or reorganization of Level 3, an acceleration of the 2009 Convertible 6% Notes due to an event 
of default under the indenture, and certain other events, the payment of the principal of, premium, if any, and interest on the 2009 Convertible 
6% Notes will be subordinated in right of payment to the prior full and final payment in cash of all senior debt of Level 3.  
   

The indenture also contains a provision relating to the acceleration of the 2009 Convertible 6% Notes that is substantially similar to that 
contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $362 million aggregate principal amount of the 2009 Convertible 6% Notes was outstanding.  
   

11% Senior Notes due 2008  
   

On February 29, 2000, Level 3 issued $800 million aggregate principal amount of 11% Senior Notes due 2008 (the “11% Notes”) under 
an indenture between Level 3 and The Bank of New York, as trustee. The 11% Notes are senior unsecured obligations of Level 3. They rank 
equally in right of payment with all other existing and future senior unsecured indebtedness of Level 3. The 11% Notes bear interest at a rate of 
11% per annum, payable semiannually in arrears on March 15 and September 15.  
   

The 11% Notes are not redeemable at the option of Level 3 prior to maturity.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 11% Notes at a purchase price of 101% of the principal amount, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 11% Notes places certain restrictions on the actions of Level 3 and some of its subsidiaries that are 
substantially similar to those contained in the indenture relating to the 9 1/8 % Notes. The indenture also contains a provision relating to the 
acceleration of the 11% Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $132 million aggregate principal amount of the 11% Notes was outstanding.  
   

11 1/4 % Senior Notes due 2010  
   

On February 29, 2000, Level 3 issued $250 million aggregate principal amount of 11 1/4 % Senior Notes due 2010 (the “11 1/4 % Notes”) 
under an indenture between Level 3 and The Bank of New York, as trustee. The 11 1/4 % Notes are senior unsecured obligations of Level 3. 
They rank equally in right of payment with all other existing and future senior unsecured indebtedness of Level 3. The 11 1/4 % Notes bear 
interest at a rate of 11 1/4 % per annum, payable semiannually in arrears on March 15 and September 15.  
   

Level 3 may redeem the 11 1/4 % Notes, in whole or in part, at any time on or after March 15, 2005. If a redemption occurs before March 
15, 2008, Level 3 will pay a premium on the principal amount of the 11 1/4 % Notes redeemed. This premium decreases annually from 
approximately 5.625% for a redemption during the twelve month period beginning on March 15, 2005 to approximately 1.875% for a 
redemption during the twelve month period beginning on March 15, 2007.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 is obligated, subject to certain conditions, to offer to purchase all of 
the outstanding 11 1/4 % Notes at a purchase price of 101% of the principal amount, plus accrued and unpaid interest, if any.  
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The indenture relating to the 11 1/4 % Notes places certain restrictions on the actions of Level 3 and some of its subsidiaries that are 
substantially similar to those contained in the indenture relating to the 9 1/8 % Notes. The indenture also contains a provision relating to the 
acceleration of the 11 1/4 % Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $96 million aggregate principal amount of the 11 1/4 % Notes was outstanding.  
   

12 7/8 % Senior Discount Notes due 2010  
   

On February 29, 2000, Level 3 issued $675 million aggregate principal amount at maturity of 12 7/8 % Senior Discount Notes due 2010 
(the “12 7/8 % Discount Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 12 7/8 % Discount Notes are 
senior unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured indebtedness 
of Level 3.  
   

The issue price of the 12 7/8 % Discount Notes was approximately 53.308% of the principal amount at maturity. The 12 7/8 % Discount 
Notes accrete at a rate of 12 7/8 % per year, compounded semiannually, to 100% of their principal amount by March 15, 2005. Cash interest 
began to accrue on the 12 7/8 % Discount Notes on March 15, 2005 at a rate of 12 7/8 % and will be payable semiannually on March 15 and 
September 15, beginning September 15, 2005.  
   

Level 3 may redeem the 12 7/8 % Discount Notes, in whole or in part, at any time on or after March 15, 2005. If a redemption occurs 
before March 15, 2008, Level 3 will pay a premium on the accreted value of the 12 7/8 % Discount Notes redeemed. This premium decreases 
annually from approximately 6.438% for a redemption during the twelve month period beginning on March 15, 2005 to approximately 2.146% 
for a redemption during the twelve month period beginning on March 15, 2007.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 12 7/8 % Discount Notes at a purchase price of 101% of the accreted value, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 12 7/8 % Discount Notes places certain restrictions on the actions of Level 3 and some of its subsidiaries that 
are substantially similar to those contained in the indenture relating to the 9 1/8 % Notes. The indenture also contains a provision relating to the 
acceleration of the 12 7/8 % Discount Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $488 million aggregate principal amount at maturity of the 12 7/8 % Discount Notes was 
outstanding.  
   

6% Convertible Subordinated Notes due 2010  
   

On February 29, 2000 Level 3 issued $862.5 million aggregate principal amount of 6% Convertible Subordinated Notes due 2010 (the 
“2010 Convertible 6% Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 2010 Convertible 6% Notes are 
unsecured, subordinated obligations of Level 3.  
   

The 2010 Convertible 6% Notes are convertible into shares of Level 3 common stock, at the option of the holder, at any time prior to 
maturity, unless previously repurchased or redeemed, or unless Level 3 has caused the conversion rights to expire. The 2010 Convertible 6% 
Notes may be converted at the initial rate of 7.416 shares of common stock per each $1,000 principal amount of notes, subject to adjustment in 
certain circumstances. This is equivalent to a conversion price of approximately $134.84 per share.  
   

On or after March 18, 2003, Level 3 may cause the rights of the holders of the 2010 Convertible 6% Notes to expire at any time prior to 
the maturity date of the notes. Level 3 may exercise this option to cause the conversion rights to expire only if for at least 20 trading days 
within any period of 30 consecutive trading days, including the last trading day of that period, the current market price of common stock 
exceeds 140% of the prevailing conversion price then in effect.  
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If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 2010 Convertible 6% Notes at a purchase price of 100% of the principal amount, plus accrued and unpaid interest, if any. 
Level 3 will pay the repurchase price in cash or, at Level 3’s option but subject to the satisfaction of certain conditions, in shares of common 
stock.  
   

In the event of a bankruptcy, liquidation or reorganization of Level 3, an acceleration of the 2010 Convertible 6% Notes due to an event 
of default under the indenture relating to the 2010 Convertible 6% Notes, and certain other events, the payment of the principal of, premium, if 
any, and interest on the 2010 Convertible 6% Notes will be subordinated in right of payment to the prior full and final payment in cash of all 
senior debt of Level 3.  
   

The indenture relating to the 2010 Convertible 6% Notes also contains a provision relating to the acceleration of the 2010 Convertible 6% 
Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $514 million aggregate principal amount of the 2010 Convertible 6% Notes was outstanding.  
   

2.875% Senior Convertible Notes due 2010  
   

On July 8, 2003, Level 3 issued $373.75 million aggregate principal amount of 2.875% Senior Convertible Notes due 2010 (the “2010 
Convertible 2.875% Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 2010 Convertible 2.875% Notes 
are senior unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured 
indebtedness of Level 3.  
   

The 2010 Convertible 2.875% Notes are convertible into shares of common stock, at the option of the holder, at any time prior to 
maturity, unless previously repurchased or redeemed. The 2010 Convertible 2.875% Notes may be converted at the initial rate of 139.2758 
shares of common stock per each $1,000 principal amount of notes, subject to adjustment in certain circumstances. This is equivalent to a 
conversion price of approximately $7.18 per share.  
   

Level 3 may redeem the 2010 Convertible 2.875% Notes, in whole or in part, at any time after July 15, 2007 only if the closing sale price 
of Level 3’s common stock exceeds a specified percentage of the then applicable conversion price for at least 20 trading days in any 
consecutive 30-day trading period, including the last trading day of that period. The specified percentage decreases annually from 170% in the 
12-month period beginning July 15, 2007 to 150% in the 12-month period beginning July 15, 2009. Level 3 must pay a “make whole” payment 
equal to the present value of all remaining scheduled payments of interest on the 2010 Convertible 2.875% Notes to be redeemed through and 
including July 15, 2010.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 2010 Convertible 2.875% Notes at a purchase price of 100% of the principal amount, plus accrued and unpaid interest, if 
any.  
   

The indenture also contains a provision relating to the acceleration of the 2010 Convertible 2.875% Notes that is substantially similar to 
that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $374 million aggregate principal amount of the 2010 Convertible 2.875% Notes was outstanding.  
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10% Convertible Senior Notes due 2011  
   

On April 4, 2005, we issued $880 million aggregate principal amount of 10% Convertible Senior Notes due 2011 (the “2011 Convertible 
10% Notes”) under an indenture supplement entered into between Level 3 and The Bank of New York, as trustee. The 2011 Convertible 10% 
Notes are senior unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured 
indebtedness of Level 3.  
   

After January 1, 2007, the 2011 Convertible 10% Notes are convertible into shares of common stock, at the option of the holder, at any 
time prior to maturity, unless previously repurchased or redeemed. The conversion right will be accelerated in the event of a change of control 
as defined in the supplemental indenture. For each $1,000 principal amount of 2011 Convertible 10% Notes surrendered for conversion a 
holder will receive 277.77 shares of our common stock.  
   

Level 3 may redeem the 2011 Convertible 10% Notes, in whole or in part, at any time after May 1, 2009. If a redemption occurs before 
maturity, Level 3 will pay a premium on principal amount of the 2011 Convertible 10% Notes redeemed. The premium for the 12 month period 
beginning May 1, 2009 is equal to 3.33% and for the 12 month period beginning May 1, 2010 and thereafter 1.67%.  
   

If an event treated as a change of control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 2011 Convertible 10% Notes at a purchase price of 100% of the principal amount, plus accrued and unpaid interest, if any, 
plus in certain circumstances a “make-whole premium” that is based on a table included in the indenture relating to the 2011 Convertible 10% 
Notes and the date on which the change in control becomes effective as well as the price paid per share of our common stock.  
   

The indenture also contains a provision relating to the acceleration of the 2011 Convertible 10% Notes that is substantially similar to that 
contained in the indenture relating to the 9 1/8 % Notes.  
   

As of May 18, 2005, $880 million aggregate principal amount of the 2011 Convertible 10% Notes was outstanding.  
   

9% Convertible Senior Discount Notes due 2013  
   

On October 24, 2003, Level 3 issued $295 million aggregate principal amount at maturity of 9% Convertible Senior Discount Notes due 
2013 (the “9% Discount Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 9% Discount Notes are senior 
unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured indebtedness of 
Level 3. The 9% Discount Notes are senior unsecured obligations of Level 3. They rank equally in right of payment with all other existing and 
future senior unsecured indebtedness of Level 3.  
   

The issue price of the 9% Discount Notes was approximately 70.473% of the principal amount at maturity. The 9% Discount Notes 
accrete at a rate of 9% per year, compounded semiannually, to 100% of their principal amount by October 15, 2007. Cash interest will not 
begin to accrue on the 9% Discount Notes until October 15, 2007, unless Level 3 elects to commence the accrual on or after October 15, 2004. 
Interest will be payable semiannually on April 15 and October 15, beginning April 15, 2008.  
   

The 9% Discount Notes are convertible into shares of common stock, at the option of the holder, at any time after April 24, 2004 and 
prior to maturity, unless previously repurchased or redeemed. The 9% Discount Notes may be converted at a conversion price of $9.991 per 
share, subject to adjustment in certain circumstances.  
   

On or after October 15, 2008, Level 3 may redeem the 9% Discount Notes, provided that the closing price of the common stock of Level 
3 exceeds certain specified percentages of the then applicable conversion price. The redemption price shall be equal to 100% of the accreted 
value of the 9% Discount Notes redeemed plus accrued and unpaid interest to, but excluding, the redemption date.  
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If an event treated as a change in control occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all of the 
outstanding 9% Discount Notes at a purchase price of 101% of the accreted value, plus accrued and unpaid interest, if any.  
   

The indenture contains a provision relating to the acceleration of the 9% Discount Notes that is substantially similar to that contained in 
the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately $295 million aggregate principal amount at maturity of the 9% Discount Notes was outstanding.  
   
Euro-Denominated Senior Notes  
   

11 1/4 % Senior Notes due 2010  
   

On February 29, 2000, Level 3 issued €300 million aggregate principal amount of 11 1/4 % Senior Notes due 2010 (which are referred to 
as the “11 1/4 % Euro Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 11 1/4 % Euro Notes are senior 
unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured indebtedness of 
Level 3. The 11 1/4 % Euro Notes bear interest at a rate of 11 1/4 % per annum, payable semiannually in arrears on March 15 and September 15.  
   

Level 3 may redeem the 11 1/4 % Euro Notes, in whole or in part, at any time on or after March 15, 2005. If a redemption occurs before 
March 15, 2008, Level 3 will pay a premium on the principal amount of the 11 1/4 % Euro Notes redeemed. This premium decreases annually 
from approximately 5.625% for a redemption during the twelve month period beginning on March 15, 2005 to approximately 1.875% for a 
redemption during the twelve month period beginning on March 15, 2007.  
   

If an event treated as a change in control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 11 1/4 % Euro Notes at a purchase price of 101% of the principal amount, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 11 1/4 % Euro Notes places certain restrictions on the actions of Level 3 and its restricted subsidiaries that are 
substantially similar to those contained in the indenture relating to the 9 1/4 % Notes. The indenture also contains a provision relating to the 
acceleration of the 11 1/4 % Euro Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
   

As of March 31, 2005, approximately €104 million aggregate principal amount of the 11 1/4 % Euro Notes was outstanding.  
   

10 3/4 % Senior Notes due 2008  
   

On February 29, 2000, Level 3 issued €500 million aggregate principal amount of 10 3/4 % Senior Notes due 2008 (which are referred to 
as the “10 3/4 % Euro Notes”) under an indenture between Level 3 and The Bank of New York, as trustee. The 10 3/4 % Euro Notes are senior 
unsecured obligations of Level 3. They rank equally in right of payment with all other existing and future senior unsecured indebtedness of 
Level 3. The 10 3/4 % Euro Notes bear interest at a rate of 10 3/4 % per annum, payable semiannually in arrears on March 15 and September 15.  
   

The 10 3/4 % Euro Notes are not redeemable at the option of Level 3 prior to maturity.  
   

If an event treated as a change of control of Level 3 occurs, Level 3 will be obligated, subject to certain conditions, to offer to purchase all 
of the outstanding 10 3/4 % Euro Notes at a purchase price of 101% of the principal amount, plus accrued and unpaid interest, if any.  
   

The indenture relating to the 10 3/4 % Euro Notes places certain restrictions on the actions of Level 3 and its restricted subsidiaries that are 
substantially similar to those contained in the indenture relating to the 9 1/8 % Notes. The indenture also contains a provision relating to the 
acceleration of the 10 3/4 % Euro Notes that is substantially similar to that contained in the indenture relating to the 9 1/8 % Notes.  
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As of March 31, 2005, approximately €50 million aggregate principal amount of the 10  3 / 4 % Euro Notes was outstanding. 

 

   
Indebtedness of Level 3 Financing, Inc.  
   

10.75% Senior Notes due 2011  
   

On October 1, 2003, Level 3 Financing, Inc., a direct, wholly owned subsidiary of Level 3 which we refer to as “Level 3 Financing,” 
issued $500 million aggregate principal amount of 10.75% Senior Notes due 2011 (which we refer to as the “10.75% Notes”) under an 
indenture between Level 3, as guarantor, Level 3 Financing, as Issuer, and The Bank of New York as trustee. The 10.75% Notes are senior 
unsecured unsubordinated obligations of Level 3 Financing. They rank equally in right of payment with all other existing and future senior 
unsecured unsubordinated indebtedness of Level 3 Financing. The 10.75% Notes are unconditionally guaranteed on an unsubordinated 
unsecured basis by Level 3 Communications, Inc. and Level 3 Communications, LLC. The 10.75% Notes bear interest at a rate of 10.75% per 
annum, payable semiannually in arrears on April 15 and October 15.  
   

Level 3 Financing may redeem the 10.75% Notes, in whole or in part, at any time on or after October 15, 2007. If a redemption occurs 
before October 15, 2009, Level 3 Financing will pay a premium on the principal amount of the 10.75% Notes redeemed. This premium 
decreases annually from approximately 5.38% for a redemption during the twelve month period beginning on October 15, 2007 to 
approximately 2.69% for a redemption during the twelve month period beginning on October 15, 2008. In addition, on or prior to October 15, 
2006, Level 3 Financing may redeem up to 35% of the 10.75% Notes with the proceeds of certain equity offerings of Level 3 that are 
contributed to Level 3 Financing at a redemption price equal to 110.750% of the principal amount of the 10.75% Notes so redeemed.  
   

If an event treated as a change of control of Level 3 and/or Level 3 Financing occurs, Level 3 will be obligated, subject to certain 
conditions, to offer to purchase all of the outstanding 10.75% Notes at a purchase price of 101% of the principal amount, plus accrued and 
unpaid interest, if any.  
   

The indenture relating to the 10.75% Notes places certain restrictions on the actions of Level 3 and Level 3 Financing and some of their 
subsidiaries that are substantially similar to those contained in the indenture relating to the 9 1/8 % Notes.  
   

The holders of the 10.75% Notes may force Level 3 Financing to immediately repay the principal on the 10.75% Notes, including interest 
to the acceleration date, if certain defaults exist under other indebtedness of Level 3 or any restricted subsidiary having an outstanding principal 
amount of at least $25 million, which defaults result in the acceleration of such other indebtedness or constitute a failure to pay principal when 
due.  
   

As of March 31, 2005, $500 million aggregate principal amount of the 10.75% Notes was outstanding.  
   

Credit Agreement  
   

As of December 1, 2004, Level 3 Financing, Inc., as borrower, and Level 3 Communications, Inc., as guarantor, Merrill Lynch Capital 
Corporation, as administrative agent and collateral agent, and certain lenders entered into a Credit Agreement, pursuant to which the lenders 
extended a $730 million senior secured term loan to Level 3 Financing.  
   

Level 3 Financing’s obligations under the Credit Agreement are, subject to certain exceptions, initially secured by certain of the assets of 
(i) Level 3 Communications, Inc.; and (ii) certain of Level 3 Communications, Inc.’s material domestic subsidiaries that are engaged in the 
telecommunications business and which can grant a lien on their assets without regulatory approval. Level 3 Communications, Inc. and these 
subsidiaries will also guarantee the obligations of Level 3 Financing under the Credit Agreement. Upon obtaining required regulatory 
approvals:  
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The principal amount of the senior secured term loan will be payable in full on December 1, 2011. Additional secured term loans or 

revolving loans may in the future be extended to Level 3 Financing under the Credit Agreement.  
   

The senior secured term loan bears interest at a rate equal to the London Interbank Offered Rate (LIBOR) plus 700 basis points.  
   

The Credit Agreement provides that indebtedness outstanding under the senior secured term loan will be paid with all of the net available 
cash proceeds with respect to certain asset sales, if these proceeds are not reinvested in Level 3’s business.  
   

The Credit Agreement contains negative covenants restricting and limiting the ability of Level 3 Communications, Inc., Level 3 
Financing and any restricted subsidiary to engage in certain activities, including:  
   

  
•   certain of the initial subsidiary guarantors have been released from their pledge and guarantee obligations under the Credit 

Agreement. 

   
  •   limitations on indebtedness and the incurrence of liens; 

   
  •   restrictions on dividends and distributions on capital stock, and other similar distributions; 

   
  •   limitations on transactions restricting the ability of subsidiaries to pay dividends and other similar distributions; 

   
  •   restrictions on the issuance and sale of capital stock of subsidiaries; 

   

  
•   restrictions on sale leaseback transactions, sales of assets and investments, including restrictions on asset transfers by guarantors 

under the Credit Agreement to subsidiaries of Level 3 Communications, Inc. which are not guarantors; 

   
  •   limitations on transactions with affiliates; 

   
  •   limitations on designating subsidiaries as unrestricted subsidiaries; 

   
  •   limitations on actions with respect to existing intercompany obligations; and 

   
The Credit Agreement does not require Level 3 Communications, Inc. or Level 3 Financing to maintain specific financial ratios. The 

Credit Agreement does contain certain events of default.  
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS  
   

The following is a summary of certain material United States federal income tax considerations relating to the purchase, ownership and 
disposition of the notes and of the common stock into which the notes may be converted. This summary:  
   

   

  
•   does not purport to be a complete analysis of all the potential tax considerations that may be relevant to holders in light of their 

particular circumstances or discuss the effect of any applicable state, local, foreign or other tax laws; 

   

  
•   is based on the provisions of the Code, Treasury Regulations promulgated thereunder, published rulings and procedures of the 

Internal Revenue Service (the “IRS”) and judicial decisions, all as in effect on the date of this prospectus and all of which are 
subject to change at any time, possibly with retroactive effect; 

   
  •   deals only with notes and common stock held as “capital assets” within the meaning of Section 1221 of the Code; 

   
If an entity that is classified as a partnership for federal income tax purposes holds notes or common stock, the tax treatment of its 

partners will generally depend upon the status of the partners and the activities of the partnership. Partnerships and other entities that are 
classified as partnerships for federal income tax purposes and persons holding notes or common stock through a partnership or other entity 
classified as a partnership for federal income tax purposes are urged to consult their tax advisors.  
   

Level 3 has not sought, nor will seek, any ruling from the IRS with respect to matters discussed below. There can be no assurance that the 
IRS will not take a different position concerning the tax consequences of the purchase, ownership or disposition of the notes or common stock 
or that any such position would not be sustained.  
   

Investors considering the purchase of notes should consult their own tax advisors with respect to the application of the United 
States federal income tax laws to their particular situations, as well as the application of any state, local, foreign or other tax laws, 
including gift and estate tax laws.  
   
United States Holders  
   

  

•   does not address tax considerations applicable to investors that may be subject to special rules, such as partnerships and other pass-
through entities, banks, tax-exempt organizations, insurance companies, dealers or traders in securities or currencies or persons that 
will hold the notes or common stock as a position in a hedging transaction, “straddle” or conversion transaction for tax purposes or 
persons deemed to sell the notes or common stock under the constructive sale provisions of the Code; and 

As used herein, the term “United States Holder” means a beneficial owner of a note or common stock that is, for United States federal 
income tax purposes:  
   

   
  •   an individual that is a citizen or resident of the United States; 

   

  
•   a corporation or other entity taxable as a corporation created or organized in or under the laws of the United States or any political 

subdivision thereof; 

   
  •   an estate, the income of which is subject to United States federal income tax regardless of its source; 
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Interest  
   

  •   a person whose worldwide income or gain is otherwise subject to United States federal income tax on a net income basis. 

A United States Holder generally will include interest on a note as ordinary income at the time such interest is received or accrued, in 
accordance with such holder’s regular method of accounting for United States federal income tax purposes.  
   
Sale, Exchange or Redemption of the Notes  
   

Upon the sale, exchange or redemption of a note, a United States Holder generally will recognize capital gain or loss equal to the 
difference between (1) the amount of cash proceeds and the fair market value of any property received on the sale, exchange or redemption 
(except to the extent such amount is attributable to accrued interest not previously included in income, which is taxable as ordinary income) 
and (2) such United States Holder’s adjusted tax basis in the note. If, however, a United States Holder receives from us a combination of 
common stock and cash or other property upon redemption of a note, the treatment of such holder will be similar to that described below under 
“—Conversion of the Notes.”  
   

The deductibility of capital losses is subject to limitations. Any capital gain or loss recognized by a United States Holder will be long-
term capital gain or loss if the notes were held for more than one year. Long-term capital gain of a non-corporate United States Holder is 
eligible for a reduced rate of tax. A United States Holder’s adjusted tax basis in a note generally will equal the cost of the note to such United 
States Holder (1) increased by any market discount previously included in income by such United States Holder with respect to the note, (2) 
decreased by the amount of any amortizable bond premium previously taken by the United States Holder with respect to the note, and (3) 
increased by the amount, if any, included in income on an adjustment to the conversion rate of the notes, as described in “—Adjustments to 
Conversion Rate” below.  
   
Market Discount  
   

If a United States Holder purchases a note for an amount that is less than its principal amount payable at maturity, the difference will be 
generally treated as market discount for federal income tax purposes unless this difference is less than a specified de minimis amount. Under 
the market discount rules, a United States Holder will be required to treat any principal payment on, or gain realized on disposition of, a Note 
as ordinary income to the extent of the lesser of (1) the amount of such payment or gain or (2) the market discount which has accrued on such 
note at the time of such disposition and has not previously been included in income. Market discount will be considered to accrue ratably 
during the period from the date of acquisition to the maturity date of the note unless the United States Holder elects to accrue market discount 
using a constant-yield method. A United States Holder may be also required to defer the deduction for the excess of (1) the interest expense on 
any indebtedness incurred or maintained to purchase or carry a note with market discount over (2) interest income from that note to the extent 
of market discount accruing during the taxable year.  
   

A United States Holder may elect to include market discount in income (generally as interest) currently as it accrues, in which case the 
rules relating to the recharacterization of disposition gains and deferral of interest deductions will not apply. Such an election will apply to all 
debt instruments acquired by the United States Holder on or after the first day of the first taxable year to which such election applies and may 
be revoked only with the consent of the IRS.  
   
Amortizable Bond Premium  
   

If a United States Holder purchases a note for an amount that (as reduced by the value of the right to convert such note into common 
stock) is greater than the amount payable on the note at maturity, such United States Holder will be considered to have purchased the note with 
“amortizable bond premium.” A United States Holder may elect to amortize such premium using a constant-yield method over the remaining 
term of the note and may offset interest required to be included in respect of the note by the amortized amount of such premium. Any election  
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to amortize bond premium applies to all taxable debt instruments held by the United States Holder on or after the beginning of the first taxable 
year to which such election applies and may be revoked only with the consent of the IRS.  
   
Adjustments to Conversion Rate  
   

The conversion rate of the notes is subject to adjustment under certain circumstances, as described under “Description of Notes—
Conversion Rights.” Section 305 of the Code and the Treasury Regulations issued thereunder may treat the holders of the notes as having 
received a deemed distribution, resulting in dividend treatment (as described below) to the extent of Level 3’s current or accumulated earnings 
and profits, if, and to the extent that, certain adjustments in the conversion rate (or certain other corporate transactions) increase the 
proportionate interest of a holder of the notes in the fully diluted common stock (particularly an adjustment to reflect a taxable dividend to 
holders of common stock), whether or not such holder ever exercises its conversion privilege. Moreover, if there is not a full adjustment to the 
conversion rate of the notes to reflect a stock dividend or other event increasing the proportionate interest of the holders of outstanding 
common stock in the assets or earnings and profits of Level 3, then such increase may be treated as a deemed distribution on common stock of 
such other holders, taxable as described below under “—Distributions on Common Stock”.  
   
Conversion of the Notes  
   

A United States Holder generally will not recognize any gain or loss upon conversion of a note into common stock except with respect to 
cash or other property received either as a portion of the consideration for the note or in lieu of a fractional share of common stock. A United 
States Holder’s tax basis in the common stock received on conversion of a note will be the same as such United States Holder’s adjusted tax 
basis in the note at the time of conversion, reduced by any basis allocable to a fractional share interest, and the holding period for the common 
stock received on conversion will generally include the holding period of the note converted. However, to the extent that any common stock 
received upon conversion is considered attributable to accrued interest not previously included in income by the United States Holder, it will be 
taxable as ordinary income. A United States Holder’s tax basis in shares of common stock considered attributable to accrued interest generally 
will equal the amount of such accrued interest included in income, and the holding period for such shares will begin on the date of conversion.  
   

If a United States Holder receives a combination of common stock and cash or other property upon conversion (and such cash is not 
merely received in lieu of a fractional share of common stock), the holder will generally be required to recognize gain in an amount equal to the 
lesser of (i) the cash payment or the value of such other property (less the amount attributable to accrued and unpaid interest) or (ii) the excess 
of the fair market value of the common stock and cash payment or such other property (less the amount attributable to accrued and unpaid 
interest) received upon conversion over the holder’s adjusted tax basis in the notes. The holder generally will not be able to recognize any loss. 
The holder’s tax basis in the common stock received will be the same as the holder’s tax basis in the note, increased by the amount of gain 
recognized, if any, and reduced by the amount of the cash payment or the value of the other property received (less the amount attributable to 
accrued and unpaid interest).  
   

Cash received in lieu of a fractional share of common stock upon conversion will be treated as a payment in exchange for the fractional 
share of common stock. Accordingly, the receipt of cash in lieu of a fractional share of common stock generally will result in capital gain or 
loss, measured by the difference between the cash received for the fractional share and the United States Holder’s adjusted tax basis in the 
fractional share, and will be taxable as described below under “—Sale or Exchange of Common Stock.” The holder’s tax basis in the fractional 
share of common stock will be a proportionate part of the holder’s adjusted tax basis in the common stock received upon conversion, as 
described above.  
   
Distributions on Common Stock  
   

Distributions, if any, paid or deemed paid on the common stock (or deemed distributions on the notes as described above under “—
Adjustments to Conversion Rate”) generally will be treated as dividends and includable in the income of a United States Holder as ordinary 
income to the extent of the Level 3’s current or accumulated earnings and profits as determined for United States federal income tax purposes. 
Dividends paid to United States  
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Holders that are individuals are currently taxed at the rates applicable to long-term capital gains if the holder meets certain holding period and 
other requirements. Dividends paid to United States Holders that are United States corporations may qualify for the dividends received 
deduction if the holder meets certain holding period and other requirements. Distributions on shares of common stock that exceed the current 
and accumulated earnings and profits of Level 3 will be treated first as a non-taxable return of capital, reducing the holder’s basis in the shares 
of common stock. Any such distributions in excess of the holder’s basis in the shares of common stock generally will be treated as capital gain 
from a sale or exchange of such stock.  
   
Sale or Exchange of Common Stock  
   

Upon the sale or exchange of common stock, a United States Holder generally will recognize capital gain or loss equal to the difference 
between (1) the amount of cash and the fair market value of any property received upon the sale or exchange and (2) such United States 
Holder’s adjusted tax basis in the common stock. The holder’s adjusted tax basis in the common stock received upon conversion will be 
determined in the manner described above under “—Conversion of the Notes.” The deductibility of capital losses is subject to limitations. Any 
capital gain or loss recognized by a holder will be long-term capital gain or loss if the common stock was held for more than one year. Long-
term capital gain of a non-corporate United States Holder is eligible for a reduced rate of tax.  
   
Foreign Holders  
   

A “Foreign Holder” is any beneficial owner of the notes or common stock (other than a partnership) that is not a United States Holder.  
   

Payments of interest on a note to a Foreign Holder generally will not be subject to United States federal withholding tax provided that:  
   

(1) the Foreign Holder does not actually or constructively own 10% or more of the total combined voting power of all classes of 
stock of Level 3 entitled to vote (treating, for such purpose, any convertible notes of Level 3 held by a Foreign Holder as having been 
converted into common stock of Level 3);  

   
(2) the Foreign Holder is not a controlled foreign corporation that is related to Level 3 through stock ownership; and  

   
(3) either (A) the Foreign Holder of the note, under penalties of perjury, provides Level 3 or its agent with its name and address and 

certifies that it is not a United States person or (B) a securities clearing organization, bank, or other financial institution that holds 
customers’ securities in the ordinary course of its trade or business (a “financial institution”) certifies to Level 3 or its agent, under 
penalties of perjury, that such a statement has been received from the Foreign Holder by it or another financial institution and furnishes to 
Level 3 or its agent a copy thereof.  

   
For purposes of this summary, we refer to this exemption of interest from United States federal withholding tax as the “Portfolio Interest 

Exemption.” The certification described in clause (3) above may also be provided by a qualified intermediary on behalf of one or more Foreign 
Holders or other intermediaries, provided that such intermediary has entered into a withholding agreement with the IRS and certain other 
conditions are met. The gross amount of payments to a Foreign Holder of interest that does not qualify for the Portfolio Interest Exemption and 
that is not effectively connected to a United States trade or business of that Foreign Holder will be subject to United States federal withholding 
tax at the rate of 30%, unless a United States income tax treaty applies to eliminate or reduce such withholding.  
   

A Foreign Holder generally will be subject to tax in the same manner as a United States Holder with respect to payments of interest if 
such payments are effectively connected with the conduct of a trade or business by the Foreign Holder in the United States and, if an applicable 
tax treaty so provides, such payment is attributable to an office or other fixed place of business maintained in the United States by such Foreign 
Holder. Such effectively connected income received by a Foreign Holder that is a corporation may in certain circumstances be subject to an 
additional “branch profits” tax at a 30% rate or, if applicable, a lower treaty rate.  
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Foreign Holders should consult their own tax advisors regarding any applicable income tax treaties. To claim the benefit of a tax treaty or 
to claim exemption from withholding because the interest income is effectively connected with a United States trade or business, the Foreign 
Holder must provide a properly executed Form W-8BEN or W-8ECI, as applicable, prior to the payment of interest.  
   
Sale, Exchange or Redemption of the Notes  
   

A Foreign Holder generally will not be subject to United States federal income tax or withholding tax on gain realized on the sale, 
exchange or redemption of the notes unless:  
   

(1) the Foreign Holder is an individual who was present in the United States for 183 days or more during the taxable year, and 
certain other conditions are met; or  

   
(2) the gain is effectively connected with the conduct of a trade or business of the Foreign Holder in the United States and, if an 

applicable tax treaty so provides, such gain is attributable to an office or other fixed place of business maintained in the United States by 
such Foreign Holder.  

   
Effectively connected gain generally will be taxed to a Foreign Holder in the same manner as to a United States Holder, and if received 

by a Foreign Holder that is a corporation may in certain circumstances be subject to an additional “branch profits” tax at a 30% rate or, if 
applicable, a lower treaty rate.  
   

Any gain realized on the sale, exchange or redemption of a note may be also subject to United States taxation as effectively connected 
income if (a) Level 3 is or has been a United States real property holding corporation (“USRPHC”) for United States federal income tax 
purposes at any time during the shorter of the five-year period preceding the date of the disposition or the Foreign Holder’s holding period, and 
(b) (i) if the notes are not regularly traded on an established securities market, the value of the notes owned by the holder on the date of their 
acquisition is more than 5% of the total value of our common stock on that date or (ii) if the notes are so traded, the holder owned more than 
5% of the total value of our notes during the five-year period preceding the date of disposition; provided that for federal income tax purposes 
our common stock is considered to be regularly traded on an established securities market. Additionally, in the case of (b)(ii), it is possible that 
a Foreign Holder that initially owns 5% or less of the total value of the notes may subsequently be considered to own more than 5% of such 
value due to the conversion of the notes into common stock by other holders.  
   

We may be, or may become, a USRPHC. In general, Level 3 will be treated as a USRPHC if the fair market value of its United States real 
property interests equals or exceeds 50% of the total fair market value of its United States and non-United States real property and its other 
assets used or held for use in a trade or business. Regardless of whether a disposition of any note is taxable to the seller pursuant to the rules 
regarding USRPHCs, the withholding requirements of Section 1445 of the Code generally will not be applicable to a purchaser of the notes or a 
financial intermediary involved in any such transaction (except if non-traded notes are purchased in an amount described above in (b)(i)) 
provided that our common stock is considered to be regularly traded on an established securities market under applicable Treasury Regulations. 
   
Conversion of the Notes  
   

In general, no United States federal income tax or withholding tax will be imposed upon the conversion of a note into common stock by a 
Foreign Holder except (1) to the extent the common stock is considered attributable to accrued interest not previously included in income, 
which may be taxable under the rules set forth in “—Interest,” (2) with respect to the receipt of cash by Foreign Holders upon conversion of a 
note where any of the conditions described in (1) or (2) above under “—Sale, Exchange or Redemption of the Notes” is satisfied. Regardless of 
whether a conversion of any note is taxable to the seller pursuant to the rules regarding USRPHCs, the withholding requirements of Section 
1445 of the Code generally will not be applicable to Level 3 or a financial intermediary involved in any such transaction (except if non-traded 
notes are purchased in an amount described above in (b)(i) under “—Sale, Exchange or Redemption of the Notes”) provided that our common 
stock is considered to be regularly traded on an established trading market under applicable Treasury Regulations.  
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Sale or Exchange of Common Stock  
   

A Foreign Holder generally will not be subject to United States federal income tax or withholding tax on the sale or exchange of common 
stock unless either of the conditions described in (1) or (2) above under “—Sale, Exchange or Redemption of the Notes” are satisfied or Level 
3 is or has been a USRPHC at any time within the shorter of the five-year period preceding such disposition or such Foreign Holder’s holding 
period and our stock is not considered to be regularly traded at the time of the sale or exchange.  
   

If Level 3 is, or becomes, a USRPHC, so long as the class of stock disposed of is regularly traded on an established securities market 
within the meaning of Section 897(c)(3) of the Code, only a Foreign Holder of such class who holds or held actually or constructively, at any 
time during the shorter of the five-year period preceding the date of disposition or the Foreign Holder’s holding period, more than 5% of such 
class of stock will be subject to United States federal income tax on the disposition of such stock. The common stock is currently regularly 
traded on an established securities market. For purposes of the ownership test described above, a Foreign Holder of notes will be considered as 
constructively owning the common stock into which such notes are convertible. Regardless of whether a disposition of common stock is 
taxable to the seller pursuant to the rules regarding USRPHCs, the withholding requirements of Section 1445 of the Code generally will not be 
applicable to a purchaser of the common stock or a financial intermediary involved in any such transaction if our stock is regularly traded.  
   
Distributions on Common Stock  
   

Dividends, if any, paid or deemed paid on the common stock (or deemed dividends on the notes as described above under “—
Adjustments to Conversion Rate”) to a Foreign Holder, excluding dividends that are effectively connected with the conduct of a trade or 
business in the United States by such Foreign Holder, will be subject to United States federal withholding tax at a 30% rate, or lower rate 
provided under any applicable income tax treaty. Except to the extent that an applicable tax treaty otherwise provides, a Foreign Holder will be 
subject to tax in the same manner as a United States Holder on dividends paid or deemed paid that are effectively connected with the conduct 
of a trade or business in the United States by the Foreign Holder. If such Foreign Holder is a foreign corporation, it may in certain 
circumstances also be subject to a United States “branch profits” tax on such effectively connected income at a 30% rate or such lower rate as 
may be specified by an applicable income tax treaty. Even though such effectively connected dividends are subject to income tax, and may be 
subject to the branch profits tax, they will not be subject to United States withholding tax if the Foreign Holder delivers IRS Form W-8ECI to 
the payer.  
   

A Foreign Holder of common stock who wishes to claim the benefit of an applicable treaty rate is required to satisfy applicable 
certification requirements. In addition, in the case of common stock held by a foreign partnership, or other fiscally transparent entity, the 
certification requirement would generally be applied to the partners of the partnership and the partnership would be required to provide certain 
information. The Treasury Regulations also provide look-through rules for tiered partnerships.  
   
Contingent Payments  
   

In certain circumstances, we may be obligated to pay holders amounts in excess of stated interest and principal payable on the notes. Our 
obligation to make payments of additional interest upon a registration default, as well as certain payments upon a change of control or certain 
redemptions, may implicate the provisions of Treasury Regulations relating to contingent payment debt instruments (“CPDIs”). We intend to 
take the position that notes should not be treated as CPDIs because of these payments. Assuming such position is respected, a United States 
Holder would be required to include in income the amount of any such payments at the time such payments are received or accrued in 
accordance with such United States Holder’s method of accounting for United States federal income tax purposes. If the IRS successfully 
challenged this position, and notes were treated as CPDIs because of such payments, United States Holders might, among other things, be 
required to accrue interest income at higher rates than the interest rates on the notes and to treat any gain recognized on the sale or other 
disposition of a note as ordinary income rather than as capital gain. Purchasers of notes are urged to consult their tax advisors regarding the 
possible application of the CPDI rules to the notes.  
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Information Reporting and Backup Withholding  
   

Information returns may be filed with the IRS and backup withholding tax may be collected in connection with payments of principal, 
premium, if any, and interest on a note, dividends on common stock and payments of the proceeds of the sale of a note or common stock by a 
holder. A United States Holder will not be subject to backup withholding tax if such United States Holder provides its taxpayer identification 
number to the paying agent and complies with certain certification procedures or otherwise establishes an exemption from backup withholding. 
Certain holders, including corporations, are generally not subject to backup withholding.  
   

In addition, a Foreign Holder may be subject to United States backup withholding tax on these payments unless such Foreign Holder 
complies with certification procedures to establish that such Foreign Holder is not a United States person. The certification procedures required 
by a Foreign Holder to claim the exemption from withholding tax on interest (described above in “—Interest”) will generally satisfy the 
certification requirements necessary to avoid the backup withholding tax as well.  
   

Backup withholding tax is not an additional tax. Rather, the United States federal income tax liability of persons subject to backup 
withholding tax will be offset by the amount of tax withheld. If backup withholding tax results in an overpayment of United States federal 
income taxes, a refund or credit may be obtained from the IRS, provided the required information is furnished.  
   

The preceding discussion of certain United States federal income tax considerations is for general information only and is not tax 
advice. Accordingly, holders of the notes and common stock should consult their own tax advisors as to particular tax consequences to 
them of purchasing, holding and disposing of the notes and the common stock, including the applicability and effect of any state, local 
or foreign tax laws, and of any proposed changes in applicable law.  
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SELLING SECURITYHOLDERS  
   

The notes were originally issued by us in a transaction exempt from the registration requirements of the Securities Act to persons 
reasonably believed to be qualified institutional buyers or other institutional accredited investors. Selling securityholders, including their 
transferees, pledgees or donees or their successors, may from time to time offer and sell pursuant to this prospectus any or all of the notes and 
common stock into which the notes are convertible.  
   

The following table sets forth information with respect to the selling securityholders and the principal amounts at maturity of notes 
beneficially owned by each selling securityholder that may be offered under this prospectus. The information is based on information provided 
by or on behalf of the selling securityholders. The selling securityholders may offer all, some or none of the notes or common stock into which 
the notes are convertible, if and when converted. Because the selling securityholders may offer all or some portion of the notes or the common 
stock, no estimate can be given as to the amount of the notes or the common stock that will be held by the selling securityholders upon 
termination of any sales. In addition, since the date on which they provided the information regarding their notes, the selling securityholders 
identified below may have sold, transferred or otherwise disposed of all or a portion of their notes in transactions exempt from the registration 
requirements of the Securities Act. Unless otherwise indicated below, to our knowledge, no selling securityholder named in the table below 
beneficially owns one percent or more of our common stock, assuming conversion of such selling securityholder’s notes.  
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Principal Amount of Notes  
at Maturity  

    

Number of Shares of Common Stock  
  

Selling Securityholder  
   

Beneficially  
Owned and  

Offered  
Hereby  

   

Percentage  
of Notes  

Outstanding 

 
    

Beneficially  
Owned  
(1)(2)  

   

Offered  
Hereby  

   

Owned After  
the Offering(3) 

   

Percentage  
Owned After  

the Offering(4) 

  

ADAR Investment Fund, Ltd.     7,400,000    2 %   1,857,430    1,857,430    0        

Merrill Lynch Pierce Fenner & Smith, Inc.     41,891,000    12 %   10,514,809    10,514,809    0        

Saranc Capital Management L.P.     5,000,000    1 %   1,255,020    1,255,020    0        

Severn River Master Fund, Ltd.     6,500,000    2 %   1,631,526    1,631,526    7,416      * 
Teachers Insurance and Annuity Association of 

America     1,600,000      *   401,606    401,606    0        

Canyon Value Realization MAC 18, Ltd. (RMF)     1,620,000      *   406,626    406,626    0        

Canyon Capital Arbitrage Master Fund, Ltd.     8,100,000    2 %   2,033,132    2,033,132    0        

The Canyon Value Realization Fund (Cayman), 
Ltd.     11,070,000    3 %   2,778,614    2,778,614    0        

Canyon Value Realization Fund, L.P.     4,050,000    1 %   1,016,566    1,016,566    0        

MSD TLB, LP     16,500,000    5 %   4,141,566    4,141,566    13,927,580    2 % 
Satellite Convertible Arbitrage Master Fund, 

LLC     16,000,000    5 %   4,016,064    4,016,064    0        

Satellite Asset Management, L.P.     15,000,000    4 %   3,765,060    3,765,060    728,050      * 
White River Securities, L.L.C.     1,500,000      *   376,506    376,506    0        

Bear Stearns & Co., Inc.     1,500,000      *   376,506    376,506    0        

Lindon Capital LP     1,660,000      *   416,667    416,667    0        

Sunrise Partners Limited Partnership     13,340,000    4 %   3,348,393    3,348,393    0        

UBS AB London f/b/o HPS     5,000,000    1 %   1,255,020    1,255,020    0        

Tribeca Global Investments Ltd.     6,500,000    2 %   1,631,526    1,631,526    0        

Context Convertible Arbitrage Fund, LP     500,000      *   125,502    125,502    0        

Context Convertible Arbitrage Offshore, Ltd.     1,500,000      *   376,506    376,506    0        

Lycor/Context Fund, Ltd.     600,000      *   150,602    150,602    0        

National Bank of Canada     550,000      *   138,052    138,052    0        

Univest Convertible Arbitrage Fund II Ltd. 
(Norshield)     100,000      *   25,100    25,100    0        

AHFP Context     250,000      *   62,751    62,751    0        

CNHCA Master Account, LP     250,000      *   62,751    62,751    0        

Sturgeon Limited     83,000      *   20,833    20,833    0        
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Information concerning the selling securityholders may change from time to time and any changed information will be set forth in 

supplements to this prospectus if and when necessary. In addition, the conversion price, and therefore, the number of shares of common stock 
issuable upon conversion of the notes, is subject to adjustment under certain circumstances. Accordingly, the aggregate principal amount at 
maturity of notes and the number of shares of common stock into which the notes are convertible may increase or decrease.  
   

58  

     

Principal Amount of Notes  
at Maturity  

    

Number of Shares of Common Stock  
  

Selling Securityholder  
   

Beneficially  
Owned and  

Offered  
Hereby  

   

Percentage  
of Notes  

Outstanding 

 
    

Beneficially 
Owned  
(1)(2)  

   

Offered  
Hereby  

   

Owned After  
the Offering(3) 

   

Percentage  
Owned After  

the Offering(4) 

  

Lyxor/Convertible Arbitrage Fund Limited     67,000      *   16,817    16,817    0        

Singlehedge US Convertible Arbitrage Fund     109,000      *   27,359    27,359    0        

CooperNeff Convertible Strategies (Cayman) Master 
Fund, LP     336,000      *   84,337    84,337    0        

BNP Paribas Equity Strategies, SNC     405,000      *   101,656    101,656    28,402      * 
Guggenheim Portfolio Company VIII (Cayman), Ltd.     3,000,000      *   753,012    753,012    0        

Fore ERISA Fund, Ltd.     2,000,000      *   502,008    502,008    0        

Fore Convertible Master Fund, Ltd.     13,000,000    4 %   3,263,052    3,263,052    0        

MAN MAC I, LIMITED     6,500,000    2 %   1,631,526    1,631,526    0        

Basso Multi-Strategy Holding Fund Ltd.     3,000,000      *   753,012    753,012    0        

Whitebox Convertible Arbitrage Partners, L.P.     16,750,000    5 %   4,204,317    4,204,317    0        

UBS O’Connor LLC f/b/o O’Connor Global 
Convertible Arbitrage Master Limited     4,000,000    1 %   1,004,016    1,004,016    0        

KBC Financial Products USA, Inc.     1,000,000      *   251,004    251,004    0        

 * Less than 1%. 
(1) Information regarding the selling securityholders may change from time to time. Any such changed information will be set forth in 

amendments or supplements to this prospectus if and when necessary. 
(2) Assumes for each $1,000 in aggregate principal amount at maturity of notes the number of shares of our common stock to be issued is 

determined by dividing $1,000 by the conversion rate of 251.004 per share of our common stock. 
(3) Assumes that any other holders of notes or any future transferee from any holder does not beneficially own any common stock other than 

common stock into which the notes are convertible. 
(4) Percentage ownership is based on 694,333,093 shares of our common stock outstanding as of May 3, 2005 plus such shares of common 

stock into which securities of such securityholder may be converted. 
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PLAN OF DISTRIBUTION  
   

The selling securityholders and their successors, including their transferees, pledgees or donees or their successors, may sell the securities 
hereby registered to purchasers or through underwriters, broker-dealers or agents, who may receive compensation in the form of discounts, 
concessions or commissions from the selling securityholders or the purchasers of the securities hereby registered. These discounts, concessions 
or commissions as to any particular underwriter, broker-dealer or agent may be in excess of those customary in the types of transactions 
involved.  
   

The securities hereby registered may be sold in one or more transactions at fixed prices, at prevailing market prices at the time of sale, at 
prices related to the prevailing market prices, at varying prices determined at the time of sale, or at negotiated prices. These sales may be 
effected in transactions, which may involve crosses or block transactions:  
   

   

  
•   on any national securities exchange or quotation service on which the notes or the common stock may be listed or owed at the time 

of sale; 

   
  •   in the over-the-counter market; 

   
  •   in transactions otherwise than on these exchanges or services or in the over-the-counter market; or 

   
In connection with the sale of the securities hereby registered or otherwise, the selling securityholders may enter into hedging transactions 

with broker-dealers, which may in turn engage in short sales of the securities hereby registered to close out their short positions, or loan or 
pledge the securities hereby registered to broker-dealers that in turn may sell these securities.  
   

The aggregate proceeds to the selling securityholders from the sale of the securities registered hereby by them will be the purchase price 
of the securities less discounts and commissions, if any. The selling securityholders reserves the right to accept and, together with their agents 
from time to time, to reject, in whole or in part, any proposed purchase of securities to be made directly or through agents. We will not receive 
any of the proceeds from this offering.  
   

Our outstanding common stock is listed for trading on the Nasdaq National Market. We do not intend to list the notes for trading on any 
national securities exchange or on the Nasdaq National Market and can give no assurance about the development of any trading market for the 
notes. See “Risk Factors—There is no public market for the notes, which could limit their market price or your ability to sell them.”  
   

In order to comply with the securities laws of some states, if applicable, the securities registered hereby may be sold in these jurisdictions 
only through registered or licensed brokers or dealers. In addition, in some states the securities registered hereby may not be sold unless they 
have been registered or qualified for sale or an exemption from registration or qualification requirements is available and is complied with.  
   

The selling securityholders and any underwriters, broker-dealers or agents that participate in the sale of the securities registered hereby 
may be “underwriters” within the meaning of Section 2(11) of the Securities Act. Any discounts, commissions, concessions or profit they earn 
on any resale of the shares may be deemed to be underwriting discounts and commissions under the Securities Act. Selling securityholders who 
are “underwriters” within the meaning of Section 2(11) of the Securities Act will be subject to the prospectus delivery requirements of the 
Securities Act and may be subject to statutory liabilities, including, but not limited to, liability under Sections 11, 12 and 17 of the Securities 
Act and Rule 10b-5 under the Exchange Act. The selling securityholders have acknowledged that it understands its obligations to comply with 
the provisions of the Exchange Act and the rules thereunder relating to stock manipulation, particularly Regulation M.  
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  •   through the writing of options. 
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To our knowledge, there are currently no plans, arrangements or understandings between any selling securityholder and any underwriter, 
broker-dealer or agent regarding the sale of the securities registered hereby. The selling securityholders may not sell any securities described in 
this prospectus and may not transfer, devise or gift these securities by other means not described in this prospectus. In addition, any securities 
covered by this prospectus which qualify for sale pursuant to Rule 144 or Rule 144A of the Securities Act may be sold under Rule 144 or Rule 
144A rather than pursuant to this prospectus.  
   

To the extent required, the specific securities to be sold, the respective purchase prices and public offering prices, the names of any agent, 
dealer or underwriter, and any applicable commissions or discounts with respect to a particular offer will be set forth in an accompanying 
prospectus supplement or, if appropriate, a post-effective amendment to the registration statement of which this prospectus is a part.  
   

We entered into a registration rights agreement for the benefit of holders of the notes to register their notes and common stock under 
applicable federal and state securities laws under specific circumstances and at specific times. The registration rights agreement provides for 
cross-indemnification of the selling securityholders and us and our respective directors, officers and controlling persons against specific 
liabilities in connection with the offer and sale of the notes and the common stock, including liabilities under the Securities Act. We will pay 
substantially all of the expenses incurred by the selling securityholders incident to the offering and sale of the notes and the underlying 
common stock.  
   

Under the registration rights agreement, we are obligated to use our reasonable best efforts to keep the registration statement of which this 
prospectus is a part effective until the earlier of:  
   

   
  •   two years after the latest date of original issuance of any of the notes; 

   
  •   the date when all registrable securities shall have been registered under the Securities Act and disposed of; and 

   
Our obligation to keep the registration statement to which this prospectus relates effective is subject to specified, permitted exceptions set 

forth in the registration rights agreement. In these cases, we may prohibit offers and sales of the notes and shares of common stock pursuant to 
the registration statement to which this prospectus relates.  
   

We may suspend the use of this prospectus if we learn of any event that causes this prospectus to include an untrue statement of a 
material fact required to be stated in the prospectus or necessary to make the statements in the prospectus not misleading in light of the 
circumstances then existing. If this type of event occurs, a prospectus supplement or post-effective amendment, if required, will be distributed 
to each selling securityholder. Each selling securityholder has agreed not to trade securities from the time the selling securityholders receive 
notice from us of this type of event until the selling securityholders receive a prospectus supplement or amendment. This time period will not 
exceed 45 days in any ninety-day period or 90 days in a twelve-month period. See “Description of Notes—Registration Rights.”  
   

VALIDITY OF SECURITIES  
   

The validity of the securities offered under this prospectus will be passed upon for us by Willkie Farr & Gallagher LLP, New York, New 
York.  
   

EXPERTS  
   

The consolidated financial statements of Level 3 Communications, Inc. and subsidiaries as of December 31, 2004 and 2003, and for each 
of the years in the three-year period ended December 31, 2004, and management’s assessment of the effectiveness of internal control over 
financial reporting as of December 31, 2004, have been  
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incorporated by reference herein in reliance upon the reports of KPMG LLP, independent registered public accounting firm, incorporated by 
reference herein, and upon the authority of said firm as experts in accounting and auditing. The audit report covering the December 31, 2004 
financial statements refers to a change in accounting for goodwill and other intangible assets in 2002 and for asset retirement obligations in 
2003.  
   

INCORPORATION OF DOCUMENTS BY REFERENCE  
   

This prospectus incorporates by reference some of the reports, proxy and information statements and other information that we have filed 
with the SEC under the Exchange Act. This means that we are disclosing important business and financial information to you by referring you 
to those documents. The information that we file later with the SEC will automatically update and supersede this information. We incorporate 
by reference the documents listed below and any future filings made with the SEC under sections 13(a), 13(c), 14 or 15(d) of the Exchange Act 
until all of the securities offered by this prospectus are sold:  
   

   
  •   Annual Report on Form 10-K for the fiscal year ended December 31, 2004; 

   
  •   Quarterly Report on Form 10-Q for the quarter ended March 31, 2005; 

   

  
•   Current Reports on Form 8-K filed on January 13, 2005, February 22, 2005, February 24, 2005, February 25, 2005, April 8, 2005, 

May 13, 2005, May 18, 2005 and May 23, 2005; and 

   
Any statements made in a document incorporated by reference in this prospectus is deemed to be modified or superseded for purposes of 

this prospectus to the extent that a statement in this prospectus or in any other subsequently filed document, which is also incorporated by 
reference, modifies or supersedes the statement. Any statement made in this prospectus is deemed to be modified or superseded to the extent a 
statement in any subsequently filed document, which is incorporated by reference in this prospectus, modifies or supersedes such statement. 
Any statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this prospectus.  
   

The information relating to us contained in this prospectus should be read together with the information in the documents incorporated by 
reference. In addition, certain information, including financial information, contained in this prospectus or incorporated by reference in this 
prospectus should be read in conjunction with documents we have filed with the SEC.  
   

We will provide to each person, including any beneficial holder, to whom a prospectus is delivered, at no cost, upon written or oral 
request, a copy of any or all of the information that has been incorporated by reference in the prospectus but not delivered with the prospectus. 
Requests for documents should be directed to Investor Relations, Level 3 Communications, Inc., 1025 Eldorado Boulevard, Broomfield, 
Colorado 80021 (720-888-1000). Exhibits to these filings will not be sent unless those exhibits have been specifically incorporated by 
reference in such filings.  
   

WHERE YOU CAN FIND MORE INFORMATION  
   

We are subject to the information requirements of the Exchange Act and file reports, proxy statements and other information with the 
SEC. We are required to file electronic versions of these documents with the SEC. Our reports, proxy statements and other information can be 
inspected and copied at prescribed rates at the public reference facilities maintained by the SEC at Judiciary Plaza, 450 Fifth Street, N.W., 
Washington D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference rooms. The SEC also 
maintains a website that contains reports, proxy and information statements and other information, including electronic versions of our filings. 
The website address is http://www.sec.gov.  
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April 1, 1998, including any amendments or reports filed for the purpose of updating such description. 
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PART II  
   

INFORMATION NOT REQUIRED IN PROSPECTUS  
   
Item 14. Other Expenses of Issuance and Distribution.  
   

The following table sets forth the various expenses payable by us in connection with the sale and distribution of the securities being 
registered hereby. We are paying all of the selling securityholder’s expenses related to this offering, except that the selling securityholders will 
pay any applicable broker’s commissions and expenses. All amounts are estimated except the Securities and Exchange Commission 
registration fee.  
   

   
Item 15. Indemnification of Directors and Officers.  
   

Securities and Exchange Commission registration fee     $ 40,607 
Transfer Agent’s, Trustee’s and Depositary’s fees and expenses       6,000 
Legal fees and expenses       50,000 
Accounting fees and expenses       10,000 
Printing and engraving fees and expenses       15,000 
     

Total     $ 121,607 
     

Section 145 of the Delaware General Corporation Law (the “DGCL”) empowers a Delaware corporation to indemnify any person who 
was or is a party or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, 
administrative or investigative (other than an action by or in the right of such corporation) by reason of the fact that such person is or was a 
director, officer, employee or agent of such corporation, or is or was serving at the request of such corporation as a director, officer, employee 
or agent of another corporation or enterprise. A corporation may, in advance of the final action of any civil, criminal, administrative or 
investigative action, suit or proceeding, pay the expenses (including attorneys’ fees) incurred by any officer, director, employee or agent in 
defending such action, provided that the director or officer undertakes to repay such amount if it shall ultimately be determined that he or she is 
not entitled to be indemnified by the corporation. A corporation may indemnify such person against expenses (including attorneys’ fees), 
judgments, fines and amounts paid in settlement actually and reasonably incurred by such person in connection with such action, suit or 
proceeding if he or she acted in good faith and in a manner he or she reasonably believed to be in or not opposed to the best interests of the 
corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his or her conduct was unlawful.  
   

A Delaware corporation may indemnify officers and directors in an action by or in the right of the corporation to procure a judgment in 
its favor under the same conditions, except that no indemnification is permitted without judicial approval if the officer or director is adjudged to 
be liable to the corporation. Where an officer or director is successful on the merits or otherwise in the defense of any action referred to above, 
the corporation must indemnify him or her against the expenses (including attorneys’ fees) which he or she actually and reasonably incurred in 
connection therewith. The indemnification provided is not deemed to be exclusive of any other rights to which an officer or director may be 
entitled under any corporation’s by-law, agreement, vote or otherwise.  
   

In accordance with Section 145 of the DGCL, Article XI of the Restated Certificate of Incorporation (the “Certificate”) of Level 3 
Communications, Inc. (the “Company”) and the Company’s By-Laws (the “By-Laws”) provide that the Company shall indemnify each person 
who is or was a director, officer or employee of the Company (including the heirs, executors, administrators or estate of such person) or is or 
was serving at the request of the Company as director, officer or employee of another corporation, partnership, joint venture, trust or other 
enterprise, to the fullest extent permitted under subsections 145(a), (b), and (c) of the DGCL or any successor statute. The indemnification 
provided by the Certificate and the By-Laws shall not be deemed exclusive of any other rights to which any of those seeking indemnification or 
advancement of expenses may be entitled under any by-law, agreement, vote of stockholders or disinterested directors or otherwise, both as to 
action in his or her official capacity and as to action in another capacity while holding such office, and shall continue as to a person who has 
ceased to be a director, officer, employee or agent and shall inure to the benefit of the heirs, executors and administrators of such a person. 
Expenses (including attorneys’ fees) incurred in defending a civil, criminal,  
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administrative or investigative action, suit or proceeding upon receipt of an undertaking by or on behalf of the indemnified person to repay such 
amount if it shall ultimately be determined that he or she is not entitled to be indemnified by the Company. The Certificate further provides that 
a director of the Company shall not be personally liable to the Company or its stockholders for monetary damages for breach of fiduciary duty 
as a director, except for liability (i) for any breach of the director’s duty of loyalty to the Company or its stockholders, (ii) for acts or omissions 
not in good faith or which involve intentional misconduct or a knowing violation of law, (iii) under Section 174 of the DGCL, or (iv) for any 
transaction from which the director derived an improper personal benefit. If the DGCL is amended to authorize corporate action further 
eliminating or limiting the personal liability of directors, then the liability of a director of the Company shall be eliminated or limited to the 
fullest extent permitted by the DGCL as so amended.  
   

The By-Laws provide that the Company may purchase and maintain insurance on behalf of its directors, officers, employees and agents 
against any liabilities asserted against such persons arising out of such capacities.  
   
Item 16. Exhibits.  
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3.1 
   

Restated Certificate of Incorporation dated March 31, 1998 (incorporated by reference to Exhibit 1 to the Registrant’s Form 8-A filed 
on April 1, 1998). 

3.2 
   

Certificate of Amendment of Restated Certificate of Incorporation of Level 3 Communications, Inc. (incorporated by reference to 
Exhibit 3.01 to the Registrant’s Current Report on Form 8-K filed on June 3, 1999). 

3.3 
   

Specimen Stock Certificate of Common Stock, par value $.01 per share (incorporated by reference to Exhibit 3 to the Registrant’s 
Form 8-A filed on April 1, 1998). 

3.4 
   

Amended and Restated By-laws as of November 6, 2003 (incorporated by reference to Exhibit 3 to the Registrant’s Current Report 
on Form 8-K filed on November 7, 2003). 

3.5 
   

Form of Certificate of Designations, Number, Voting Powers, Preferences and Rights of Series B Convertible Preferred Stock 
(incorporated by reference to Exhibit 1.3 to the Registrant’s Current Report on Form 8-K filed on July 9, 2002). 

4.1 
   

Purchase Agreement, dated as of November 17, 2004, among the Registrant and the Initial Purchasers (incorporated by reference to 
Exhibit 1.1 to the Registrant’s Current Report on Form 8-K filed on November 23, 2004). 

4.2 

   

Indenture, dated as of December 2, 2004, between the Registrant and The Bank of New York as Trustee relating to the Registrant’s 5 
 1 / 4 % Senior Notes due 2011. (incorporated by reference to Exhibit 4.1 to the Registrant’s Current Report on Form 8-K filed on 
December 7, 2004) 

4.3 
   

Registration Rights Agreement, dated as of November 17, 2004, among the Registrant and the Initial Purchasers (incorporated by 
reference to Exhibit 4.1 to the Registrant’s Current Report on Form 8-K filed on November 23, 2004). 

5.1*    Opinion of Willkie Farr & Gallagher LLP. 

12.1 
   

Statement re: Computation of Ratios (incorporated by reference to Exhibit 12.1 of the Registrant’s Registration Statement on Form S-
3 filed on May 18, 2005). 

23.1    Consent of KPMG LLP. 

23.2*    Consent of Willkie Farr & Gallagher LLP (included in Exhibit 5.1). 
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Item 17. Undertakings.  
   

24.1    Power of Attorney (included on the signature page hereto). 

25.1    Form of T-1 Statement of Eligibility of the Trustee relating to the 5¼% Convertible Senior Notes due 2011. 

* To be filed by amendment. 

(a) The undersigned registrant hereby undertakes:  
   

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement  
   

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933,  
   

(ii) to reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most 
recent post-effective amendment thereof) which, individually or in the aggregate represent a fundamental change in the information 
set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the 
total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or high end of 
the estimated maximum offering range may be reflected in the form of prospectus filed with the Commission pursuant to Rule 424
(b) if, in the aggregate, the changes in volume and price represent no more than a 20% change in the maximum aggregate offering 
price set forth in the “Calculation of Registration Fee” table in the effective registration statement, and  

   
(iii) to include any material information with respect to the plan of distribution not previously disclosed in the registration 

statement or any material change to such information in the registration statement.  
   

(2) That, for the purpose of determining any liability under the Securities Act, each post-effective amendment shall be deemed to be 
a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be 
the initial bona fide offering thereof.  

   
(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold 

at the termination of the offering.  
   

(b) The undersigned hereby undertakes that, for purposes of determining any liability under the Securities Act, each filing of the 
registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended (and, where 
applicable, each filing of an employee benefit plan’s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934, as 
amended) that is incorporated by reference in the registration statement shall be deemed to be a new registration statement relating to the 
securities offered therein, and the offering of such securities as that time shall be deemed to be the initial bona fide offering thereof.  
   

(c) The undersigned registrant hereby undertakes to deliver or cause to be delivered with the prospectus, to each person to whom the 
prospectus is sent or given, the latest annual report to security holders that is  
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incorporated by reference in the prospectus and furnished pursuant to and meeting the requirements of Rule 14a-3 or Rule 14c-3 under the 
Securities Exchange Act of 1934; and, where interim financial information required to be presented by Article 3 of Regulation S-X is not set 
forth in the prospectus, to deliver, or cause to be delivered to each person to whom the prospectus is sent or given, the latest quarterly report 
that is specifically incorporated by reference in the prospectus to provide such interim financial information.  
   

(d) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and 
controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the 
Securities and Exchange Commission such indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In 
the event that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a 
director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, 
officer or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter 
has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is 
against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.  
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SIGNATURES  
   

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to believe that it meets 
all the requirements for filing on Form S-3 and has duly caused this Registration Statement to be signed on its behalf by the undersigned, 
thereunto duly authorized, in Broomfield, Colorado, on May 26, 2005.  
   

   
POWER OF ATTORNEY  

   
KNOW ALL MEN BY THESE PRESENTS, that each individual whose signature appears below constitutes and appoints Thomas C. 

Stortz and Neil J. Eckstein, as his true and lawful attorney-in-fact and agent for the undersigned, with full power of substitution, for and in the 
name, place and stead of the undersigned to sign and file with the Securities and Exchange Commission under the Securities Act of 1933, as 
amended, (i) any and all pre-effective and post-effective amendments to this registration statement, (ii) any registration statement relating to 
this offering that is to be effective upon filing pursuant to Rule 462(b) under the Securities Act of 1933, as amended, (iii) any exhibits to any 
such registration statement or pre-effective or post-effective amendments, (iv) any and all applications and other documents in connection with 
any such registration statement or pre-effective or post-effective amendments, and generally to do all things and perform any and all acts and 
things whatsoever requisite and necessary or desirable to enable Level 3 Communications, Inc. to comply with the provisions of the Securities 
Act of 1933, as amended, and all requirements of the Securities and Exchange Commission.  
   

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following persons in the 
capacities and on the dates indicated.  
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LEVEL 3 COMMUNICATIONS, INC.  

By:  
  

/s/ James Q. Crowe  

Name:   James Q. Crowe  
Title:    Chief Executive Officer  

Name  
   

Title  
  

Date  

/s/ Walter Scott, Jr.  
   

Chairman of the Board 
  

May 26, 2005 

Walter Scott, Jr.       

/s/ James Q. Crowe  
   

Chief Executive Officer and Director 
  

May 26, 2005 

James Q. Crowe       

/s/ Sunit S. Patel  
   

Group Vice President and Chief Financial Officer 
  

May 26, 2005 

Sunit S. Patel       

/s/ Eric J. Mortensen  
   

Sr. Vice President and Controller (Principal  
Accounting Officer)    

May 26, 2005 

Eric J. Mortensen       

/s/ James O. Ellis, Jr.  
   

Director 
  

May 26, 2005 

James O. Ellis, Jr.       

/s/ Richard R. Jaros  
   

Director 
  

May 26, 2005 

Richard R. Jaros       

/s/ Robert E. Julian  
   

Director 
  

May 26, 2005 

Robert E. Julian       

/s/ Arun Netravali  
   

Director 
  

May 26, 2005 

Arun Netravali       
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Exhibit 23.1 
   
   

Consent of Independent Registered Public Accounting Firm  
   
   
The Board of Directors  
Level 3 Communications, Inc.:  
   
We consent to use of our reports dated March 14, 2005, with respect to the consolidated balance sheets of Level 3 Communications, Inc. and 
subsidiaries as of December 31, 2004 and 2003, and the related consolidated statements of operations, cash flows, changes in stockholders’ 
equity (deficit), and comprehensive loss for each of the years in the three-year period ended December 31, 2004, management’s assessment of 
the effectiveness of internal control over financial reporting as of December 31, 2004, and the effectiveness of internal control over financial 
reporting as of December 31, 2004 incorporated herein by reference and to the reference to our firm under the heading “Experts” in the 
prospectus.  
   
Our report refers to a change in the method of accounting for goodwill and other intangible assets in 2002 and for asset retirement obligations 
in 2003.  
   
   

/s/ KPMG LLP  
   

KPMG LLP  
   
   
Denver, Colorado  
May 24, 2005  

Exhibit 25.1 
   

   
FORM T-1  

   
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

STATEMENT OF ELIGIBILITY  
UNDER THE TRUST INDENTURE ACT OF 1939 OF A  
CORPORATION DESIGNATED TO ACT AS TRUSTEE  

   
CHECK IF AN APPLICATION TO DETERMINE  
ELIGIBILITY OF A TRUSTEE PURSUANT TO  

SECTION 305(b)(2) �  
   

   
THE BANK OF NEW YORK  

(Exact name of trustee as specified in its charter)  
   

Name  
   

Title  
  

Date  

/s/ John T. Reed  
   

Director 
  

May 26, 2005 

John T. Reed       

/s/ Michael B. Yanney  
   

Director 
  

May 26, 2005 

Michael B. Yanney       

/s/ Albert C. Yates  
   

Director 
  

May 26, 2005 

Albert C. Yates       

New York   13-5160382  
(State of incorporation  
if not a U.S. national bank)    

(I.R.S. employer  
identification no.)  



   

   
Level 3 Communications, Inc.  

(Exact name of obligor as specified in its charter)  
   

   

   
5  1 / 4 % Convertible Senior Notes due 2011  

(Title of the indenture securities)  
   

One Wall Street, New York, N.Y.   10286  
(Address of principal executive offices)   (Zip code)  

Delaware   47-0210602  
(State or other jurisdiction of  
incorporation or organization)    

(I.R.S. employer  
identification no.)  

1025 Eldorado Blvd.  
Broomfield, CO    80021  
(Address of principal executive offices)   (Zip code)  



   
1. General information. Furnish the following information as to the Trustee: 

   

   

   

  (a) Name and address of each examining or supervising authority to which it is subject. 

Name  
  

Address  

Superintendent of Banks of the State of New York  
  

One State Street, New York, N.Y.  
10004-1417, and Albany, N.Y. 12223  

Federal Reserve Bank of New York    33 Liberty Street, New York, N.Y. 10045 

Federal Deposit Insurance Corporation    Washington, D.C. 20429 

New York Clearing House Association    New York, New York 10005 

  (b) Whether it is authorized to exercise corporate trust powers. 

Yes.  
   

   
2. Affiliations with Obligor. 

If the obligor is an affiliate of the trustee, describe each such affiliation.  
   

None.  
   

   
16. List of Exhibits. 

Exhibits identified in parentheses below, on file with the Commission, are incorporated herein by reference as an exhibit hereto, 
pursuant to Rule 7a-29 under the Trust Indenture Act of 1939 (the “Act”) and 17 C.F.R. 229.10(d).  

   

   

  

1. A copy of the Organization Certificate of The Bank of New York (formerly Irving Trust Company) as now in effect, which contains 
the authority to commence business and a grant of powers to exercise corporate trust powers. (Exhibit 1 to Amendment No. 1 to 
Form T-1 filed with Registration Statement No. 33-6215, Exhibits 1a and 1b to Form T-1 filed with Registration Statement No. 33-
21672, Exhibit 1 to Form T-1 filed with Registration Statement No. 33-29637 and Exhibit 1 to Form T-1 filed with Registration 
Statement No. 333-121195.) 
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  4. A copy of the existing By-laws of the Trustee. (Exhibit 4 to Form T-1 filed with Registration Statement No. 333-121195.) 



   

  
6. The consent of the Trustee required by Section 321(b) of the Act. (Exhibit 6 to Form T-1 filed with Registration Statement No. 333-

106702.) 
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7. A copy of the latest report of condition of the Trustee published pursuant to law or to the requirements of its supervising or 

examining authority. 



SIGNATURE  
   

Pursuant to the requirements of the Act, the Trustee, The Bank of New York, a corporation organized and existing under the laws of the 
State of New York, has duly caused this statement of eligibility to be signed on its behalf by the undersigned, thereunto duly authorized, all in 
The City of New York, and State of New York, on the 20th day of May, 2005.  
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THE BANK OF NEW YORK  

By:  
  

/S/ ROBERT A. MASSIMILLO  

Name:   ROBERT A. MASSIMILLO  
Title:    VICE PRESIDENT  



EXHIBIT 7 
   

Consolidated Report of Condition of  
   

THE BANK OF NEW YORK  
   

of One Wall Street, New York, N.Y. 10286  
And Foreign and Domestic Subsidiaries,  

   
a member of the Federal Reserve System, at the close of business December 31, 2004, published in accordance with a call made by the Federal 
Reserve Bank of this District pursuant to the provisions of the Federal Reserve Act.  
   

     

Dollar Amounts 
 

In Thousands  

ASSETS         

Cash and balances due from depository institutions:         

Noninterest-bearing balances and currency and coin     $ 3,866,500 
Interest-bearing balances       8,455,170 

Securities:         

Held-to-maturity securities       1,885,665 
Available-for-sale securities       20,781,508 

Federal funds sold and securities purchased under agreements to resell         

Federal funds sold in domestic offices       3,730,007 
Securities purchased under agreements to resell       847,805 

Loans and lease financing receivables:         

Loans and leases held for sale       0 
Loans and leases, net of unearned income       36,195,743 
LESS: Allowance for loan and lease losses       587,611 
Loans and leases, net of unearned income and allowance       35,608,132 

Trading Assets       4,174,521 
Premises and fixed assets (including capitalized leases)       949,424 
Other real estate owned       754 
Investments in unconsolidated subsidiaries and associated companies       268,366 
Customers’  liability to this bank on acceptances outstanding       52,800 
Intangible assets         

Goodwill       2,746,404 
Other intangible assets       758,137 



Other assets       8,013,234 
     

Total assets     $ 92,138,427 
     

LIABILITIES         

Deposits:         

In domestic offices     $ 41,480,131 
Noninterest-bearing       16,898,525 
Interest-bearing       24,581,606 
In foreign offices, Edge and Agreement subsidiaries, and IBFs       24,028,722 
Noninterest-bearing       576,431 
Interest-bearing       23,452,291 

Federal funds purchased and securities sold under agreements to repurchase         

Federal funds purchased in domestic offices       1,040,432 
Securities sold under agreements to repurchase       491,007 

Trading liabilities       2,724,930 
Other borrowed money: (includes mortgage indebtedness and obligations under capitalized leases)       4,780,573 
Not applicable         

Bank’s liability on acceptances executed and outstanding       54,517 
Subordinated notes and debentures       2,390,000 
Other liabilities       6,901,014 
     

Total liabilities     $ 83,891,326 
     

Minority interest in consolidated subsidiaries       140,499 

EQUITY CAPITAL         

Perpetual preferred stock and related surplus       0 
Common stock       1,135,284 
Surplus (exclude all surplus related to preferred stock)       2,087,221 
Retained earnings       4,892,420 
Accumulated other comprehensive income       -8,323 
Other equity capital components       0 
     

Total equity capital       8,106,602 
     

Total liabilities, minority interest, and equity capital     $ 92,138,427 
     



I, Thomas J. Mastro, Senior Vice President and Comptroller of the above-named bank do hereby declare that this Report of Condition is 
true and correct to the best of my knowledge and belief.  
   

Thomas J. Mastro,                     
Senior Vice President and Comptroller                     

   
We, the undersigned directors, attest to the correctness of this statement of resources and liabilities. We declare that it has been examined 

by us, and to the best of our knowledge and belief has been prepared in conformance with the instructions and is true and correct.  
   

 

End of Filing  

  

© 2005 | EDGAR Online, Inc.  

Thomas A. Renyi  
Gerald L. Hassell                      
Alan R. Griffith  

   
]  

  

Directors  


