EDGAROnline

LEVEL 3 COMMUNICATIONS INC

FORM S-3

(Securities Registration Statement (simplified form))

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

Filed 05/26/05

1025 ELDORADO BOULEVARD

BLDG 2000

BROOMFIELD, CO 80021

7208881000

0000794323

LVLT

4813 - Telephone Communications, Except Radiotelephone
Communications Services

Services

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

LEVEL 3 COMMUNICATIONS INC

FORM S-3

(Securities Registration Statement (simplified form))

Filed 5/26/2005

Address 1025 ELDORADO BOULEVARD BLDG 2000
BROOMFIELD, Colorado 80021

Telephone 720-888-1000

CIK 0000794323

Industry Communications Services

Sector Services

Fiscal Year 12/31

powere oy LR IL

Distribution and use of t




Table of Contents
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Registration No. 333-

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form S-3
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933
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(Exact name of registrant as specified in its chaetr)

Delaware 47-0210602
(State or other jurisdiction of (I.R.S. Employer
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Thomas C. Stortz, Esq.
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Copy to:
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Willkie Farr & Gallagher LLP
787 Seventh Avenue
New York, NY 10019
(212) 728-8000

Approximate date of commencement of proposed sale the public: From time to time after the registraion statement becomes
effective.

If the only securities being registered on thisrfare being offered pursuant to dividend or intereisvestment plans, please check the
following box. O

If any of the securities being registered on thisf are to be offered on a delayed or continuogshaursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffeonly in connection with dividend or interesinrastment plans, check the following box.

If this form is filed to register additional sedigs for an offering pursuant to Rule 462(b) untther Securities Act, please check the
following box and list the Securities Act registoat statement number of the earlier effective rtegion statement for the same offeringl

If this form is a post-effective amendment filedsuant to Rule 462(c) under the Securities Actckhie following box and list the
Securities Act registration statement number ofeidwier effective registration statement for taene offering. O



If delivery of the prospectus is expected to be engursuant to Rule 434, please check the followimg [

CALCULATION OF REGISTRATION FEE

Proposed Proposed
Maximum Maximum
Aggregate Offering
Amount to be Price Per Amount of
Title of Each Class of Securities to be Registered Registered Unit(1) Price(1) Registration Fe¢

5 1/ 4% Convertible Senior Notes due 2011 $345,000,00(1) 100%(2)(3; $ 345,000,00(1) $  40,60:
Common Stock, par value $.01 per st 86,596,38(4) (5) (5) (5)
(1) Represents the aggregate principal amount of ttesnssued by the Registrant to the selling sgdwiters.
(2) Estimated solely for the purpose of calculatingrmistration fee pursuant to Rule 457(i) underSkeurities Act of 193:

(3)
(4)
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Exclusive of accrued interest and distributiongny.

This number represents the maximum number afeshof common stock that are issuable upon coioveos the notes registered
hereby. For purposes of estimating the number afeshof common stock to be included in the redistmestatement upon the
conversion of the notes, the Registrant calcultitechumber of shares issuable upon conversioreafidhes based on a maximum
conversion price of $3.984 per $1,000 principal am®f the notes at maturity. In addition to thargs set forth in the table, pursuar
Rule 416 under the Securities Act of 1933, as aménithe amount to be registered includes an ingétete number of shares of
common stock issuable upon conversion of the natethis amount may be adjusted as a result o slits, stock dividends and anti-
dilution provisions

No additional consideration will be received foe ttommon stock, and, therefore, no registratioriseequired pursuant to Rule 457

The registrant hereby amends this registration stament on such date or dates as may be necessargléay its effective date

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

We issued $345,000,000 aggregate principal amdwurdb %% convertible senior notes due DecembeR@51 in a private offering
on December 2, 2004. Holders of the notes namédsmprospectus or in amendments or supplemeritss@rospectus may offer for sale the
notes and the shares of our common stock into wihiemotes are convertible at any time at markieepmprevailing at the time of sale or at
privately negotiated prices. The selling securitgleos may sell the notes or the common stock diréactpurchasers or through underwriters,
broker-dealers or agents, who may receive compiensatthe form of discounts, concessions or corsiaiss. We will not receive any of the
proceeds from the sale of the notes or the comnomk $y the selling securityholder.

The notes were offered at an issue price of 100%eprincipal amount of the notes, plus accrugéer@st from December 2, 2004.
Interest on the notes at the rate of 5 ¥4% per iggaayable on June 15 and December 15 of eachlyeginning on June 15, 2005. The notes
will mature on December 15, 2011. The notes arauosecured and unsubordinated obligations andequaélly with all of our existing and
future unsecured and unsubordinated indebtedness.

The notes are convertible by holders into sharesioEommon stock at an initial conversion pricé&8f984 per share (which is
equivalent to a conversion rate of approximately.@64 shares of common stock per $1,000 principauat of the notes), subject to
adjustment upon certain events, at any time bef@elose of business on December 15, 2011. Abption, in lieu of delivering shares of
our common stock, we may elect to pay holders cashcombination of cash and shares of common stock

Holders may require us to repurchase all or anygiaheir notes upon the occurrence of a desighetent at a price equal to 100% of
the principal amount of the notes, plus accrueduarpmhid interest to, but excluding, the repurctdete, if any, plus, in certain circumstances,
a make-whole premium.

After December 15, 2008, we may redeem all or signoof the notes at the redemption prices spetifiethis offering memorandum,
plus accrued and unpaid interest to, but excludimgredemption date.

The notes are eligible for the PORTA¥Market of the National Association of Securitiesal®s, Inc. Our common stock is quoted on
the Nasdaq National Market under the symbol “LVLTHe last reported price of the common stock on Bky2005 was $1.86 per share.

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

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved these
securities or passed upon the adequacy or accuraoythis prospectus. Any representation to the contry is a criminal offense.

The date of this prospectus is , 2005.
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In connection with this offering, no person is aurthed to give any information or to make any repreations not contained or
incorporated by reference in this prospectus.ftrimation is given or representations are made,ngay not rely on that information or
representations as having been authorized by us pFbspectus is neither an offer to sell nor &iation of an offer to buy any securities
other than those registered by this prospectusisriban offer to sell or a solicitation of an effto buy securities where an offer or solicitation
would be unlawful. You may not imply from the dadiy of this prospectus, nor from any sale made witiile prospectus, that our affairs are
unchanged since the date of this prospectus ottthahformation contained in this prospectus isext as of any time after the date of this
prospectus. The information in this prospectus lepealy as of the date of this prospectus unlessnformation specifically indicates that
another date applies.

We are not making any representation to any puechra@giarding the legality of an investment by speichaser under any legal
investment or similar laws or regulations. You ddawot consider any information in this prospedtube legal, business or tax advice. You
should consult your own attorney, business adwasadrtax advisor for legal, business and tax adegarding an investment in the notes and
the common stock.

Market data used throughout this prospectus anddghements incorporated in this prospectus by eefe, including information
relating to our relative position in the industriesvhich we conduct our business, is based omtivel faith estimates of our management,
which estimates are based upon their review ofrialesurveys, independent industry publications athér publicly available information.
Although we believe these sources are reliabledevaot guarantee the accuracy or completenesssahformation and we have not
independently verified this information. Althougtesre not aware of any misstatements regardinmérket and industry data presented in
this prospectus, our estimates involve risks arerainties and are subject to change based oougafactors, including those discussed
under the heading “Risk Factors.”
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statemantsinformation (as such term is defined in thed®e Securities Litigation Reform
Act of 1995) that are based on the beliefs of oanagement as well as assumptions made by and iafiormcurrently available to us. When

used in this prospectus, the words “anticipateglive,” “plans”, “estimate” and “expect” and simnilexpressions, as they relate to us or our
management, are intended to identify forward-loglstatements. These statements reflect our curi@ns with respect to future events and
are subject to certain risks, uncertainties andraptions. Should one or more of these risks or dairgies materialize, or should underlying
assumptions prove incorrect, actual results may rnsaterially from those described in this documéihiese forward-looking statements
include, among others, statements concerning:

. our communications and information services businis advantages and our strategy for continuwrgursue the business;
. anticipated development and launch of new seniitise communications portion of our business;

. anticipated dates on which we will begin providoegtain services or reach specific milestones éndievelopment and
implementation of our busines

. growth and recovery of the communications and imfation services industry;
. expectations as to our future revenue, marginersgs and capital requirements; and

. other statements of expectations, beliefs, futlaagpand strategies, anticipated developments #edl matters that are not
historical facts

These forward-looking statements are subject ks @d uncertainties, including financial, regutgt@nvironmental, industry growth
and trend projections, that could cause actualtevaresults to differ materially from those exgsed or implied by the statements. The most
important factors that could prevent us from acimgwur stated goals include, but are not limit@dour failure to:

. develop new products and services that meet custdemands and generate acceptable margins;

. increase the volume of traffic on our network;

. overcome the softness in the economy given ityoEptionate effect on the telecommunications itgus
. integrate strategic acquisitions;

. attract and retain qualified management and otbesgmnel;

. successfully complete commercial testing of nevanetogy and information systems to support new petsland services,
including voice transmission servict

. ability to meet all of the terms and conditionoaf debt obligations;
. overcome Software Spectrum’s reliance on finano@ntives, volume discounts and marketing fundmfsoftware publishers;

. reduce downward pressure of Software Spectrum’gimaas a result of the use of volume licensingraathtenance agreements;
and

. reduce rate of price compression on certain ofeaisting transport and IP services.

Other factors are described under “Risk Factors!’iarour filings with the Securities and Exchangar@nission, or the SEC, that are
incorporated by reference in this prospectus.
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SUMMARY

This summary highlights information contained elser in this prospectus. This summary is not coraplad does not contain all of
the information that you should consider beforeesting in the notes or common stock. You should tiea entire prospectus carefully,
including “Risk Factors”and our audited financial statements and the ntiidhose financial statements, which are incorpedaby referenc
in this prospectus.

References in this prospectus to “Level 3,” “we is,” “our,” and the “Company” refer to Level 3 Comumications, Inc., a company
incorporated in Delaware, and its subsidiaries, epicas expressly stated otherwise or unless theexbrequires otherwise.

Level 3 Communications, Inc.
Level 3 Communications, Inc., through its subsid&rengages primarily in the communications afgrimation services businesses.

Communications Business

We are a facilities based provider (that is, a glewthat owns or leases a substantial portiom@foiant, property and equipment
necessary to provide its services) of a broad rafiggegrated communications services. The Compesycreated, generally by constructing
its own assets, but also through a combinatioruohmsing and leasing facilities, the Level 3 nekaean advanced, international, facilities
based communications network. The Company hasmssigevel 3's network to provide communications/gms, which employ and
leverage rapidly improving underlying optical amdelrnet Protocol technologies.

Information Services Business

Software SpectrunThrough its Software Spectrum subsidiaries, callett Software Spectrum, the Company is a globaimess-to-
business software services provider with saledilmes and operations located in North America, parand Asia/Pacific. Software Spectrum
primarily sells software through licensing agreetagear right-to-copy arrangements, and full-packbgeftware products. Software Spectrum
has established software marketing and resalegena@nts with major software publishers, includirdpBe Systems, Citrix Systems,
Computer Associates, IBM, McAfee, Microsoft, Nov&un Microsystems, Symantec and Trend Micro. Smi#vwSpectrum markets a full
array of software titles for managing, enabling aaduring business enterprises. The software ptedfifered by Software Spectrum include
all major desktop productivity applications, serpéatforms, operating systems and wireless apjpieat including strategic product
categories for security storage and Web infrastinect

(i) Structure. We currently offer, through our subsidiariy)Structure, LLC, computer operations outsourcingustomers located
primarily in the United States. (Structure is an information technology, or IT radtructure outsourcing company that manages cestom
centralized and departmental computer hardwaresapporting infrastructure across various compupilagforms. The computing
environments thati()Structure manages usually reside in its data cetdeated in Omaha, Nebraska and Tempe, Arizamajibbsome cases,
(i )Structure manages computing environments locatezlistomer premises or in remote data center spkeeo-location facilities. We
believe (i )Structure enables businesses to reduce costsrgmdvie the quality of their IT infrastructure maeatgnt services and enables
businesses to redirect their internal IT resoutcexctivities that add more value to their business

Our principal executive offices are located at 1&Xtorado Boulevard, Broomfield, Colorado 80021 andtelephone number is (720)
888-1000. Our website is located at www.level3.cdhe information on our website is not a part @ ffrospectus.

1



Table of Contents

The Offering

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

Issuer

Notes Offerec

Maturity

Interest

Ranking

Conversion Rights

Sinking Func
Redemption at the Option of Level 3

Level 3 Communications, In
$345,000,000 aggregate principal amount éf 5% convertible senior notes due 2011.
December 15, 201

5 1/ 4% per year on the principal amount, payable semialty on June 15 and December 15,
beginning on June 15, 20(

The notes will be our general unsecured unsubaetinabligations and will rank equal in right of
payment to all of our other unsecured and unsubatdd indebtedness. The notes will be effectively
subordinated to all of our existing and future sedwlebt as to the assets securing such debt dnd wi
be structurally subordinated to all existing antlife indebtedness and other liabilities of our
subsidiaries.

As of March 31, 2005:

e Level 3 Communications, Inc. had an aggregdtpproximately $730 million of secured
debt consisting of its guarantee of borrowings umde credit facility; and

* Level 3 Communications, Inc.’s subsidiaties an aggregate of approximately $2.466
billion of outstanding indebtedness and other bzdasheet liabilities (excluding deferred
revenue), excluding intercompany liabilitie

Holders may surrender notes for conversion at emg on or before the maturity date. For each
$1,000 principal amount of notes surrendered fowecsion you will receive 251.004 shares of our
common stock. We refer to this as the conversita #&s further described under “Description of
Notes—Conversion,” we have the right to settle our casign obligation in shares of our common
stock, cash or a combination thereof.

The conversion rate may be adjusted for certaisares but will not be adjusted for accrued interest
if any. Upon conversion, a holder will not receary cash payment representing accrued interest,
subject to certain exceptions. Instead, accruestest will be deemed paid by the shares of common
stock received by the holder on convers

None.

After December 15, 2008, we may redeem the nateshble or in part, at our option at any time or
from time to time at the redemption prices settfdrerein, plus accrued and unpaid interest thereon
(if any) to the redemption dat

2
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Redemption at the Option of Holders Upon the occurrence of a designated event (a chargmntrol or a termination of trading as defined

upon a Designated Event

Use of Proceeds

Registration Rights

Global Notes; Book-Entry System

herein), holders of the notes will have the righihject to certain exceptions and conditions, to
require us to repurchase all or any part of thetes at a repurchase price equal to 100% of the
principal amount of the notes, plus accrued andhighimterest thereon (if any) to the redemption
date, plus, upon the occurrence of certain chaimgesntrol, a “make-whole” premium.

See “Risk Factors—If Level 3 experiences a changmntrol or termination of trading, Level 3 may
be unable to purchase the notes you hold as rebjuiréer the indenture relating to the n¢”’

We will not receive any proceeds from the salehgygelling securityholders of the notes or the
shares of common stock underlying the nc

We have agreed to keep this shelf registratioristant effective until the earlier of:
e two years after the latest original issuapicany of the notes;

» the date when all registrable securitiesshiasen registered under the Securities Act of
1933 (or the “Securities Act”) and disposed of; and

» the date on which all registrable securities eligible to be sold to the public pursuant to
Rule 144(k) under the Securities Act.

We will be required to pay additional interestigsildated damages, subject to certain limitatioos,
the holders of the notes or the common stock ideugion conversion of the notes, if we fail to
comply with certain of our obligations under thgistration rights agreement. Except as otherwise
noted, all references in this offering memorandarthe payment of interest on the notes include the
payment of additional interest. S*Description of Note—Registration Right”

The notes are issued in fully registered book-efarmn and are represented by one or more
permanent global notes without coupons. The globtds are deposited with the trustee, as a
custodian for DTC, and are registered in the nah@ede & Co., DTC’s nominee. Beneficial
interests in global notes are shown on, and tramsfiereof will be effected only through, records
maintained by DTC and its direct and indirect m@paints, and your interest in any global note may
not be exchanged for certificated notes, excefitrited circumstances described herein. See
“Description of Note—Global Notes; Boc-Entry; Form”

3
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Trading We do not intend to list the notes on any natigeaurities exchange. Our common stock is trade
the Nasdaq National Market under the syn“LVLT.”

Risk Factors See Risk Factors beginning on page 5 of this paigpeand other information in this prospectus f
discussion of factors you should consider carefodifore deciding to invest in the not

4
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RISK FACTORS

You should carefully consider the risks describelilw before making an investment decision. The dglscribed below are not the o
ones facing us. Additional risks not presently kmoavus, or that we currently deem immaterial, raksp impair our business operations.

Our business, financial condition or results of ma@mns could be materially adversely affected hy af these risks. The trading price
of the notes and our common stock could declingaaey of these risks, and you may lose all ot payour investment.

This prospectus and the information incorporateddfgrence also contain forward-looking statemehé involve risks and
uncertainties. Our actual results could differ nréa#ly from those anticipated in these forward-ldmd statements as a result of certain
factors, including the risks faced by us describelbw and elsewhere in this prospectus and thenmdtion included or incorporated
reference.

Risks Related to Our Business

Communications Group

The prices that we charge for our services have be@ecreasing, and we expect that they will continue decrease over time and we
may be unable to compensate for this lost revenue.

We expect to continue to experience decreasingpfir our services as we and our competitors aseréransmission capacity on
existing and new networks, as a result of our ciragreements with customers which often contalnnae-based pricing, through
technological advances or otherwise, and as volbased pricing becomes more prevalent. Accordiraly historical revenue is not
indicative of future revenue based on comparablifi¢rvolumes. As the prices for our services dasesfor whatever reason, if we are unable
to offer additional services from which we can deradditional revenue or otherwise reduce our dipey@xpenses, our operating results will
decline and our business and financial resultssuifer.

We also expect, excluding the effects of acquis@ijonanaged modem related revenue to continuectmeén the future primarily due
to an increase in the number of subscribers miggab broadband services and continued pricingspres and declining customer obligati
under contractual arrangements. We also expegniisant decline in our DSL aggregation revenugrdu2005, as a significant customer of
this service is expected to terminate its custarnetract effective during 2005.

Our VolP services have only been sold for a limitegeriod and there is no guarantee that these sends will gain broad market
acceptance.

Although we have sold Softswitch based servicesesihe late 1990’s, we have been selling our Voier-IP or VolP services for a
limited period of time. As a result, there are mdifficulties that we may encounter, including r&gary hurdles and other problems that we
may not anticipate. To date, we have not genemstgificant revenue from the sale of our VolP seggi and there is no guarantee that we
will be successful in generating significant VoBenues.

The success of our VolIP services is dependent orethrowth and public acceptance of VolP telephony.

The success of our VolIP services is dependent figore demand for VolIP telephony services. In ofdethe IP telephony market to
continue to grow, several things need to occurefitebne and cable service providers must continirevest in the deployment of high speed
broadband networks to residential and commercistiatners. VolP networks must continue to improveiguaf service for real-time
communications, managing effects such as packet, jjgacket loss, and unreliable bandwidth, sottihtjuality service can be provided.
VolIP telephony equipment and services must achaesimilar level of reliability that users of thehpia

5
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switched telephone network have come to expect fhain telephone service. VolP telephony serviavijolers must offer cost and feature
benefits to their customers that are sufficiertaase the customers to switch away from traditibelephony service providers. If any or al
these factors fail to occur, our VolP services beiss may not grow.

Failure to complete development, testing and introdction of new services, including VolP services, ot affect our ability to compete
in the industry.

We continuously develop, test and introduce newises that are delivered over our network. These services are intended to allow
us to address new segments of the communicatiorietpiace and to compete for additional customersertain instances, the introduction
of new services requires the successful developofemw technology. To the extent that upgradesxadting technology are required for the
introduction of new services, the success of theggades may be dependent on the conclusion ofamimtegotiations with vendors and
vendors meeting their obligations in a timely mamireaddition, new service offerings, includingm®olP services, may not be widely
accepted by customers, which may result in theitertion of those service offerings and an impairtdrany assets used to develop or offer
those services. If we are not able to successtoligplete the development and introduction of newises, including new VolP services, in a
timely manner, our business could be materiallyeaskly affected.

We need to increase the volume of traffic on our ieork or our network will not generate profits.

We must continue to increase the volume of Intemiesa, voice and video transmission on our netirodeder to realize the anticipat
cash flow, operating efficiencies and cost benefitsur network. If we do not maintain our relatsip with current customers and develop
new large-volume customers, we may not be ablalistantially increase traffic on our network, whigbuld adversely affect our ability to
become profitable.

Continuing softness in the economy is having a dispportionate effect on the telecommunications indusy.

The downturn in general economic conditions, paldidy in the telecommunications services industigs forced a number of our
competitors and customers to file for protectiamircreditors under bankruptcy laws and to takeratRraordinary actions to reconfigure
their capital structure. These companies had sigmif debt servicing requirements and were unabtgeherate sufficient cash from operat
to both service their debt and conduct their bissiae. We have changed our customer base in ortteru® on global users of bandwidth
capacity, which tend to be more financially viatiian certain of our Internet start-up customerd,\ae have implemented policies and
procedures designed to enable us to make detefonisakgarding the financial condition of our pdiagirand existing customers. However,
there can be no assurance regarding the finaneiaility of our customers or that these policies anocedures will be effective. If general
economic conditions in the United States remaituatent levels for an extended period of time orsea, we could be materially adversely
affected.

Our communications revenue is concentrated in a linted number of customers.

A significant portion of our communications revensi€oncentrated among a limited number of custeniéwe lost one or more of
these major customers, or if one or more majoroeusts significantly decreased orders for our sesjiour communications business would
be materially and adversely affected. Revenue foantwo largest communications customers, Time Wiaridmc. and its subsidiaries and
Verizon Communications, Inc. and its affiliategpnesented approximately 22% and 13% of our comnatioies revenue for 2004,
respectively. America Online, our largest managed@m customer and an affiliate of Time Warner,,lhas reduced the number of mans
modem ports it purchases from us by approximaté$p 8uring 2004. Our future communications operatasults will depend on the succ
of these customers and other customers and ouessigt selling services to them. In addition, rexeattributable to Time Warner Inc. anc
subsidiaries, including America Online, amountadaa aggregate basis, to $373 million for the yeated December 31, 2004, representing
approximately 10% of consolidated revenue for us.
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If we were to lose a significant portion of our aoemications revenue from either America Online eri¥on, we would not be able to
replace this revenue in the short term and ouratgy losses would increase, which increase masigrgficant.

During our communications business operating histor, we have generated substantial losses, which weect to continue.

The development of our communications businessiredjuand may continue to require, significant exgitures. These expenditures
could result in substantial negative cash flow froperating activities and substantial net lossegi® near future. For the three months ended
March 31, 2005 and the fiscal year ended Decemhe2@®4, we incurred losses from continuing operetiof approximately $77 million ai
$458 million, respectively. We expect to continaekperience losses, and may not be able to achiemestain operating profitability in the
future. Continued operating losses could limit ability to obtain the cash needed to expand owoikt, make interest and principal
payments on our debt or fund other business needs.

We will need to continue to expand and adapt otwoek in order to remain competitive, which mayuée significant additional
funding.

Future expansion and adaptations of our netwolk'st®nic and software components will be necessaoyder to respond to:

. growing number of customers;

. the development and launching of new services;

. increased demands by customers to transmit largeuits of data;
. changes in customers’ service requirements;

. technological advances by competitors; and

. governmental regulations.

Future expansion or adaptation of our network reitjuire substantial additional financial, operagioend managerial resources, which
may not be available at the time. If we are unablexpand or adapt our network to respond to tdeselopments on a timely basis and at a
commercially reasonable cost, our business wilhlagerially adversely affected.

Our need to obtain additional capacity for our netwrk from other providers increases our costs.

We continue in some part to lease telecommunicati@apacity and obtain rights to use dark fiber flmth long distance and local
telecommunications carriers in order to extendsttepe of our network both in the United StatesBEmebpe. Any failure by companies
leasing capacity to us to provide timely servicagovould adversely affect our ability to serve oustomers or increase the costs of doing so.
Some of our agreements with other providers reghegayment of amounts for services whether othrade services are used. We enter
interconnection agreements with many domestic areldn local telephone companies, but we are metyd able to do so on favorable
terms.

Costs of obtaining local service from other cagieomprise a significant proportion of the opeigxpenses of long distance carriers.
Similarly, a large proportion of the costs of piinig international service consists of paymentsther carriers. Changes in regulation,
particularly the regulation of local and internatib telecommunication carriers, could indirectlyt bignificantly, affect our competitive
position. These changes could increase or dectkasmsts of providing our services.

7
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Our business requires the continued development efffective business support systems to implement ¢amer orders and to provide
and bill for services.

Our business depends on our ability to continugetaelop effective business support systems andriicplar the development of these
systems for use by customers who intend to ussenvices in their own service offering. This iscenplicated undertaking requiring
significant resources and expertise and suppant ftord-party vendors. Business support systemsegeed for:

. implementing customer orders for services;
. provisioning, installing and delivering these seed; and

. monthly billing for these services.

Because our business provides for continued rapidtd in the number and volume of services offetkdre is a need to continue to
develop these business support systems on a seh&dtitient to meet proposed service rollout ddteaddition, we require these business
support systems to expand and adapt to our rapigtgrand alternate distribution channel stratedye failure to continue to develop effect
business support systems could materially adveesédgt our ability to implement our business plans

Our growth may depend upon our successful integratin of acquired businesses.
The integration of acquired businesses involvesmber of risks, including, but not limited to:
. demands on management related to the significargase in size after the acquisition;

. the diversion of management’s attention from theagament of daily operations to the integratioopdrations;
. difficulties in the assimilation and retention afployees;

. difficulties in the assimilation of different cutes and practices, as well as in the assimilatfdoraad and geographically
dispersed personnel and operations;

. difficulties in the integration of departments, t&yss, including accounting systems, technologieskb and records and
procedures, as well as in maintaining uniform séadsl, controls, including internal accounting colsirprocedures and policie

If we cannot successfully integrate acquired bigsiae or operations, we may experience materiatimegamnsequences to our busini
financial condition or results of operations. Swesfal integration of these acquired businesseperations will depend on our ability to
manage these operations, realize opportunitiesef@nue growth presented by strengthened servieargfs and expanded geographic me
coverage and, to some degree, to eliminate redtiaa@nexcess costs. Because of difficulties in domf geographically distant operations,
we may not be able to achieve the benefits thatepe to achieve as a result of the acquisition.

We may be unable to hire and retain sufficient quafied personnel; the loss of any of our key execw officers could adversely affect
us.

We believe that our future success will depenciigé part on our ability to attract and retain higtkilled, knowledgeable,
sophisticated and qualified managerial, professiand technical personnel. We have experiencedfigignt competition in attracting and
retaining personnel who possess the skills thatingeseeking. As a result of this significant coritjoet, we may experience a shortage of
qualified personnel. Our businesses are managedshyall number of key executive officers, partidyldames Q. Crowe, Chief Executive
Officer, Charles C. Miller, I, Vice Chairman dfi¢ Board, and Kevin J. O’'Hara, Chief Operating €¥fi The loss of any of these key
executive officers could have a material adverfecebn us.
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We must obtain and maintain permits and rights-of-wvay to operate our network.

If we are unable, on acceptable terms and on adytibasis, to obtain and maintain the franchisesnjie and rights needed to expand
and operate our network, our business could berrabiyeadversely affected. In addition, the canatdtin or nonrenewal of the franchises,
permits or rights that are obtained could materiatlversely affect us. We are a defendant in sélavauits that the plaintiffs have sought to
have certified as class actions that, among ottieg$, challenge our use of rights of way. It kely that additional suits challenging use of
our rights of way will occur and that those pldistialso will seek class certification. The outcoafehis litigation may increase our costs and
adversely affect our operating results.

Termination of relationships with key suppliers coud cause delay and costs.

We are dependent on third-party suppliers for filsemputers, software, optronics, transmissiontedaics and related components that
are integrated into our network. If any of thedatienships is terminated or a supplier fails tovpde reliable services or equipment and we
are unable to reach suitable alternative arrangegrickly, we may experience significant additiocasts. If that happens, we could be
materially adversely affected.

Rapid technological changes can lead to further copetition.

The communications industry is subject to rapid sigdificant changes in technology. In additiore thtroduction of new products or
technologies, as well as the further developmeixidting products and technologies may reducediséor increase the supply of certain
services similar to those that we provide. As altesur most significant competitors in the futumay be new entrants to the communications
and information services industries. These newaatdérmay not be burdened by an installed basetdatad equipment. Future success
depends, in part, on the ability to anticipate addpt in a timely manner to technological changeshnological changes and the resulting
competition could have a material adverse effeatin

Increased industry capacity and other factors couldead to lower prices for our services.

Additional network capacity available from our castifors may cause significant decreases in thegffior services. Prices may also
decline due to capacity increases resulting frozhrielogical advances and strategic acquisitionsh a8 the announced transactions between
SBC and AT&T and Verizon and MCI. Increased contjmatihas already led to a decline in rates chafgedarious telecommunications
services.

We are subject to significant regulation that couldchange in an adverse manner.

Communications services are subject to significagtlation at the federal, state, local and intiéonal levels. These regulations affect
us and our existing and potential competitors. X®la receiving required regulatory approvals, ctatipg interconnection agreements with
incumbent local exchange carriers or the enactiwfemeéw and adverse regulations or regulatory requénts may have a material adverse
effect on us. In addition, future legislative, jcidi and regulatory agency actions could have @riztadverse effect on us.

Recent federal legislation provides for a significderegulation of the U.S. telecommunications &gy including the local exchange,
long distance and cable television industries. Téasslation remains subject to judicial review amutlitional FCC rulemaking. As a result,
cannot predict the legislatianeffect on our future operations. Many regulateions are under way or are being contemplatdedisral an
state authorities regarding important items. Thatm®ns could have a material adverse effect orbasiness.

We may lose customers if we experience system faig that significantly disrupt the availability and quality of the services that we
provide.

Our operations depend on our ability to avoid aritigate any interruptions in service or reducedaway for customers. Interruptions
service or performance problems, for whatever mreasould undermine confidence in our services anbe us to lose customers or make it
more difficult to attract new ones. In additionchase
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many of our services are critical to the busines$@sany of our customers, any significant intetiop in service could result in lost profits
other loss to customers. Although we attempt toldis liability in our service agreements, a cauitiht not enforce a limitation on liability,
which could expose us to financial loss. In additiwe often provide our customers with guarantegdice level commitments. If we are
unable to meet these guaranteed service level conamis as a result of service interruptions, we bmgbligated to provide credits,
generally in the form of free service for a shatipd of time, to our customers, which could negayi affect our operating results.

The failure of any equipment or facility on ourwetk, including the network operations control egrand network data storage
locations, could result in the interruption of @mser service until necessary repairs are effeatedmacement equipment is installed.
Network failures, delays and errors could also ltdsam natural disasters, terrorist acts, powessts, security breaches and computer vir
These failures, faults or errors could cause dekstvice interruptions, expose us to customeililiglor require expensive modifications that
could have a material adverse effect on our busines

Intellectual property and proprietary rights of oth ers could prevent us from using necessary technolpgo provide Internet protocol
voice services.

While we do not know of any technologies that aatepted by others that we believe are necessansfto provide our services,
necessary technology may in fact be patented kgr gdrties either now or in the future. If necegsachnology were held under patent by
another person, we would have to negotiate a lecémsthe use of that technology. We may not be &bhegotiate such a license at a price
that is acceptable. The existence of such patentsjr inability to negotiate a license for anytstechnology on acceptable terms, could fi
us to cease using the technology and offering prsdand services incorporating the technology.

Canadian law currently does not permit us to offerservices in Canada.
Ownership of facilities that originate or terminataffic in Canada is currently limited to Canadw@arriers. This restriction hinders our
entry into the Canadian market unless appropriagmgements can be made to address it.

Potential regulation of Internet service providersin the United States could adversely affect our opations.

The FCC has to date treated Internet service peosids enhanced service providers. Enhanced s@nagilers are currently exempt
from federal and state regulations governing comuparniers, including the obligation to pay accdsarges and contribute to the universal
service fund. The FCC is currently examining ttegist of Internet service providers and the sericeg provide. If the FCC were to
determine that Internet service providers, or gr&ises they provide, are subject to FCC regulaiioeiuding the payment of access charges
and contribution to the universal service fundspifld have a material adverse effect on our bssiaed the profitability of our services.

The communications and information services indusies are highly competitive with participants that rave greater resources and a
greater number of existing customers.

The communications and information services indesst@re highly competitive. Many of our existinglgrotential competitors have
financial, personnel, marketing and other resousggsificantly greater than us. Many of these cotit@es have the added competitive
advantage of a larger existing customer base. ditiad, significant new competitors could arisesa®sult of:

. the recent increased consolidation in the industry;
. allowing foreign carriers to compete in the U.Srke#;

. further technological advances; and
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. further deregulation and other regulatory initiagv

If we are unable to compete successfully, our lassircould be materially adversely affected.

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

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

. the difficulty of identifying appropriate investmtshstrategic allies or opportunities;

. the possibility that senior management may be redub spend considerable time negotiating agretstad monitoring these
arrangements

. the possibility that definitive agreements will et finalized;

. potential regulatory issues applicable to the tml@munications business;

. the loss or reduction in value of the capital inwent;

. the inability of management to capitalize on thpantunities presented by these arrangements; and

. the possibility of insolvency of a strategic ally.

There can be no assurance that we would succgsefidrcome these risks or any other problems ertecenh with these investments,
strategic alliances or similar arrangements.

Information Services
Software Spectrum, relies on financial incentivesjolume discounts and marketing funds from softwargublishers.

As part of Software Spectrum’s supply agreementls eértain publishers and distributors, Softwarec®mum receives substantial
incentives and credit terms such as rebates, vopurghase discounts, prompt-payment discounts awdlandevelopment funds. No
assurance can be given that Software Spectruntavitinue to receive such incentives in the fut@aftware Spectrum has little or no input
into either the form of financial incentives or tiaegets required to achieve them. Some finano@@rntives are based on specific market
segments or products. Other financial incentivesbaised on Software Spectrum’s volume or growthaftevenue or purchases and
Software Spectrum’s participation in marketing peogs. A decrease in the volume or growth rate dfwame Spectrum’s revenue or
purchases could have a material adverse effedtemarhount of incentives offered to Software Spectby the its publishers. Additionally, if
Software Spectrum’s business model fails to aligth the objectives established for these incentord$ software publishers further change,
reduce or discontinue these incentives, Softwaset®pm’s business and Levek3ionsolidated financial results could be matariatlversely
affected.

Software Spectrum is very dependent on a small nuna of vendors.

A large percentage of Software Spectrum’s salespsesented by popular business software produats & small number of vendors.
For the year ended December 31, 2004, approxima@@8ty of Software Spectrum’s software sales wervel@from products published by
Microsoft and IBM/ Lotus. Most of Software Spectrsmontracts with vendors are non-exclusive andenainable by either party, without
cause, upon 30 to 60 days notice. Additionally h\8afe Spectrum’s contracts with major vendors arefe- or two-year terms, and the
majority of these contracts contain no provisiongaotomatic renewal. The loss or significant chainggoftware
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Spectrum’s relationship with these vendors coulermmaterial adverse effect on Software Spectrinnéiness and Level 3's consolidated
financial results. Although Software Spectrum bedethe software products would be available froheoparties, Software Spectrum may
not be able to obtain such products or may hawbtain such products on terms that would likelyeadely affect its financial results. In
addition, we cannot be sure that any financialtbeodifficulties of such publishers will not haaenaterial adverse effect on Software
Spectrum’s business and Level 3's consolidatednessiresults.

Software Spectrum’s business is sensitive to genéeonomic conditions and its success at expandiitg business geographically.

Software Spectrum’s business is sensitive to teadipg patterns of its customers, which in turnsafgject to prevailing economic and
business conditions. Recent economic conditionsexha decrease in spending for information teclyyobwer the several past years. If
customers and potential customers continue to dsertheir spending in this area, Level 3's conatdid financial results would be adversely
affected. Further, sales to large corporations t@emn important to Software Spectrum’s results,igfiture results are dependent on its
continued success with such customers. Sales eui$ithe United States accounted for approximat8hp of Software Spectrum’s revenue
for the year ended December 31, 2004. Softwaret&pes future growth and success depend on cordigunewth and success in
international markets. The success and profitghilitSoftware Spectrum’s international operatioressbject to numerous risks and
uncertainties, including local economic and labmmditions, unexpected changes in the regulatoryremwment, trade protection measures and
tax laws, currency exchange risks, political ingitgtand other risks of conducting business abroad

Software Spectrum’s business is subject to seasordianges in demand and resulting sales activities.

Software Spectrum’s software distribution businessibject to seasonal influences. In particulat,sales and profits in the United
States, Canada and Europe are typically lowerarfitht and third quarters due to lower levelsrdbimation technology purchases during
those times. As a result, Software Spectrum’s gugrtesults may be materially affected during thgsarters. Therefore, the operating
results for any three month period are not necigsiadicative of the results that may be achief@dany subsequent fiscal quarter or for a
full fiscal year. In addition, periods of highelesactivities during certain quarters may reqaigreater use of working capital to fund the
Software Spectrum business in the quarter thaif@llthe higher levels of sales activities.

Software Spectrum operates in a highly-competitivbusiness environment and is subject to significargricing competition.

The desktop technology marketplace is intenselypmiitive. Software Spectrum faces competition fimide variety of sources,
including other software resellers, hardware mastufars and resellers, large system integratofsyaie publishers, contact services
providers, software suppliers, retail stores (idalg superstores), mail order, Internet and otlegadint business suppliers. Many
competitors, particularly software publishers, haubstantially greater financial resources thartvoe Spectrum. Because of the intense
competition within the software channel, comparied compete in this market, including Software®pan, are characterized by low gross
and operating margins. Consequently, Software 8pats profitability is highly dependent upon effefet cost and management controls.

The market for Software Spectrum’s products and serices is characterized by rapidly-changing technolyy.

The market for Software Spectrum’s products andises is characterized by rapidly changing techgpl@volving industry standards
and frequent introductions of new products andisesv Software Spectrum’s future success will ddparpart on its ability to enhance
existing services, to continue to invest in rapiciyanging technology and to offer new services timaly basis. Additionally, our business
results can be adversely affected by disruptiortugtomer ordering patterns, the effect of new pecbdeleases and changes in licensing
programs.
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Software Spectrum’s new Media Plane(TM) platform.

Software Spectrum has made significant investmianssearch, development and marketing for its Megia Plane application.
Significant revenue from this new product investhraay not be achieved for a number of years, #llatn addition, Software Spectrum may
face warranty and/or infringement claims relatethte new product, unlike in its historic softwaesselling business in which Software
Spectrum has merely passed on to its customemsahanties and intellectual property infringemerttpctions provided by the software
publishers.

Software Spectrum’s business is subject to signiioit changes in the methods of software distribution

In late 2001, Microsoft announced a change tddenking programs, whereby new enterprise-widefitey arrangements are priced,
billed and collected directly by Microsoft. SoftveaBpectrum continues to provide sales and supeorices related to these transactions and
will earn a service fee directly from Microsoft fthrese activities. Enterprise-wide licensing agreets in effect prior to October 1, 2001,
which generally have terms of three years fromddiie such agreements are signed, and Microsoft&s titensing programs were not
affected by this change. The licensing program gharave resulted in significantly lower revenuetfie Software Spectrum on the affected
transactions. For the year ended December 31, 20@foximately 20% of Software Spectrum'’s salesewerder Microsoft enterprise-wide
licensing agreements. Software Spectrum’s contirldity to adjust to and compete under this nevdeb@re important factors in its future
success.

The manner in which software products are distatwnd sold is continually changing, and new mettajdlistribution may continue
emerge or expand. Software publishers may intetisdiy efforts to sell their products directly todeusers, including current and potential
customers of Software Spectrum. Other productsaetthodologies for distributing software to users/ba introduced by publishers, pres
competitors or other third parties. If software gligrs’ participation in these programs is reduoeéliminated, or if other methods of
distribution of software, which exclude the softeaesale channel, become common, Software Specitnsiness and Level 3's
consolidated financial results could be materiatlyersely affected.

Other Operations
Environmental liabilities from our historical operations could be material.

Our operations and properties are subject to a wadiety of laws and regulations relating to enmirental protection, human health
safety. These laws and regulations include thosearaing the use and management of hazardous ambazardous substances and wastes.
We have made and will continue to make signifieqenditures relating to our environmental comméaabligations. We may not at all
times be in compliance with all of these requiretaen

In connection with certain historical operationg are a party to, or otherwise involved in, legalgeedings under state and federal law
involving investigation and remediation activit@sapproximately 110 contaminated properties. Wedcbe held liable, jointly and several
and without regard to fault, for such investigataond remediation. The discovery of additional emwinental liabilities related to historical
operations or changes in existing environmentalireqents could have a material adverse effectson u

Potential liabilities and claims arising from coaloperations could be significant.
Our coal operations are subject to extensive lawisragulations that impose stringent operationaintenance, financial assurance,
environmental compliance, reclamation, restorasiod closure requirements.

These requirements include those governing aivaatdr emissions, waste disposal, worker healthsafety, benefits for current and
retired coal miners, and other general permittimgj licensing requirements. We may not at all tilnesn compliance with all of these
requirements. Liabilities or claims associated wliis non-compliance could require us to incur makeosts or suspend production. Mine
reclamation costs that exceed reserves for theiendalso could require us to incur material costs
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General

If we are unable to comply with the restrictions ad covenants in our debt agreements, there would ksedefault under the terms of
these agreements, and this could result in an aceetion of payment of funds that have been borrowed

If we were unable to comply with the restrictiomglaovenants in any of our debt agreements, thetgdibe a default under the terms
of those agreements. As a result, borrowings uatter debt instruments that contain cross-accéberat cross-default provisions may also
be accelerated and become due and payable. Iffahgse events occur, there can be no assurartoeehaould be able to make necessary
payments to the lenders or that it would be ablntbalternative financing. Even if we were aldeobtain alternative financing, there can be
no assurance that it would be on terms that arepaable.

We have substantial debt, which may hinder our growh and put us at a competitive disadvantage.

Our substantial debt may have important consequeeimauding the following:

. the ability to obtain additional financing for adsjtions, working capital, investments and capitabther expenditure could be
impaired or financing may not be available on atziele terms

. a substantial portion of our cash flow will be usednake principal and interest payments on outktandebt, reducing the funds
that would otherwise be available for operationd fature business opportunitie

. a substantial decrease in cash flows from operatitigities or an increase in expenses could madificult to meet debt service
requirements and force modifications to operati

. we have more debt than certain of our competitehsch may place us at a competitive disadvantage; a

. substantial debt may make us more vulnerable maantlirn in business or the economy generally.

We had substantial deficiencies of earnings to céixed charges of approximately $60 million foetthree months ended March 31,
2005, $129 million for the three months ended M&th2004, $384 million for the fiscal year endeetBmber 31, 2004, $706 million for 1
fiscal year 2003, $926 million for the fiscal ye#102, $4.378 billion for the fiscal year 2001 arid396 billion for fiscal year 2000.

We may not be able to repay our existing debt; failre to do so or refinance the debt could prevent usom implementing our strategy
and realizing anticipated profits.

If we were unable to refinance our debt or to raidditional capital on acceptable terms, our abititoperate our business would be
impaired. As of March 31, 2005, after giving pronfa effect to the offering of the $880 million Camiible Senior Notes due 2011, Level 3
Communications, Inc. had an aggregate of approxin®6.072 billion of longerm debt on a consolidated basis, including cammeaturities
and approximately $237 million of stockholders’idéf Our ability to make interest and principalypaents on our debt and borrow additional
funds on favorable terms depends on the futureopednce of the business. If we do not have enoagh flow in the future to make interest
or principal payments on our debt, we may be reglio refinance all or a part of our debt or teeaadditional capital. We cannot assure that
we will be able to refinance our debt or raise tiddal capital on acceptable terms.

Restrictions and covenants in our debt agreementsit our ability to conduct our business and couldprevent us from obtaining
needed funds in the future.
Our debt and financing arrangements contain a nuofiggnificant limitations that restrict our abyito, among other things:

. borrow additional money or issue guarantees;
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. pay dividends or other distributions to stockhodder
. make investments;

. create liens on assets;

. sell assets;

. enter into sale-leaseback transactions;

. enter into transactions with affiliates; and

. engage in mergers or consolidations.

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

Congress, the SEC, other regulatory authoritiest@anedia are intensely scrutinizing a numbeirarfcial reporting issues and
practices. Although all businesses face uncertaifitty respect to how the U.S. financial disclostggime may be impacted by this process,
particular attention has been focused recenthhertélecommunications industry and companies’ imeations of generally accepted
accounting principles.

If we were required to restate our financial stagata as a result of a determination that we haatiactly applied generally accepted
accounting principles, that restatement could asblgraffect our ability to access the capital mtgke the trading price of our securities. The
recent scrutiny regarding financial reporting his® aesulted in an increase in litigation in the¢emmunications industry. There can be no
assurance that any such litigation against us woatdnaterially adversely affect our business ertthding price of our securities.

Terrorist attacks and other acts of violence or wamay adversely affect the financial markets and oubusiness.

As a result of the September 11, 2001, terrortacks and subsequent events, there has been aatdédencertainty in world financial
markets. The full effect on the financial marketshese events, as well as concerns about futmmerig attacks, is not yet known. They
could, however, adversely affect our ability toaibtfinancing on terms acceptable to us, or at all.

There can be no assurance that there will not tikeeuterrorist attacks against the United Statdd.8. businesses. These attacks or
armed conflicts may directly affect our physicatiféies or those of our customers. These eventiidcoause consumer confidence and
spending to decrease or result in increased \itfatilthe U.S. and world financial markets andremmy. Any of these occurrences could
materially adversely affect our business.

Our international operations and investments exposas to risks that could materially adversely affecthe business.

We have operations and investments outside of thiet) States, as well as rights to undersea capaaity extending to other
countries, that expose us to risks inherent irri@ional operations. These include:

. general economic, social and political conditions;

. the difficulty of enforcing agreements and collegtreceivables through certain foreign legal system
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. tax rates in some foreign countries may exceecethothe U.S.;

. foreign currency exchange rates may fluctuate, vhauld adversely affect our results of operatiand the value of our
international assets and investme

. foreign earnings may be subject to withholding fegaents or the imposition of tariffs, exchangetcols or other restrictions;

. difficulties and costs of compliance with foreigawls and regulations that impose restrictions ornrugstments and operations,
with penalties for noncompliance, including losdioénses and monetary fine

. difficulties in obtaining licenses or interconnectiarrangements on acceptable terms, if at all; and

. changes in U.S. laws and regulations relating teifm trade and investment.

Risks Related to an I nvestment in the notes and our common stock
Our subsidiaries must make payments to us in ordefor us to make payments on the notes.

We are a holding company with no material assédtsrahan the stock of our subsidiaries. Accordinglg depend upon dividends, loi
or other distributions from our subsidiaries to grate the funds necessary to meet our financigatidns, including our obligations to pay
you as a holder of notes. Our subsidiaries mayaperate earnings sufficient to enable us to m&epayment obligations. Our subsidiar
are legally distinct from us and have no obligatiopay amounts due on our debt or to make fundaadte to us for such payment. Future
debt of certain of our subsidiaries, including aept outstanding under our subsidiary’s credit agrent, may prohibit the payment of
dividends or the making of loans or advances t@es. “Description of Other Indebtedness of Lev€loBnmunications, Inc. and Level 3
Financing, Inc.” In addition, the ability of suchlssidiaries to make such payments, loans or adgdadinited by the laws of the relevant
states in which such subsidiaries are organizédcatted. In certain circumstances, the prior ossgent approval of such payments, loal
advances is required from applicable regulatoryidxodr other governmental entities.

Because the notes are structurally subordinated tthe obligations of our subsidiaries, you may not béully repaid if we become
insolvent.

Substantially all of our operating assets are delectly by our subsidiaries. Holders of any preddrstock of any of our subsidiaries ¢
creditors, including trade creditors, have and halle claims relating to the assets of that sudasidhat are senior to the notes. That is, the
notes are structurally subordinated to the delefepred stock and other obligations of our subsiel$a As of the date of this prospectus,
holders of the notes have no claims to the as$etsyoof Level 3 Communications, Inc.’s subsidiarids of March 31, 2005, Level 3
Communications, Inc.’s subsidiaries had approxitge2.466 billion in aggregate indebtedness anemlialance sheet liabilities (excluding
deferred revenue), excluding intercompany lialeiitiall of which is structurally senior to the reote

Because the notes that you hold are unsecured, ymay not be fully repaid if we become insolvent.

The notes are not secured by any of our assetsndtes are effectively junior to secured obligagiamcurred under future credit
facilities, including the guarantee obligationd_efrel 3 Communications, Inc. under the credit agrest, receivables and purchase money
indebtedness, capitalized leases and certain atremgements that are secured. The indentures wiiehn the notes were issued contains no
restrictions on the amount of additional indebtegn&e may incur, and the indenture restricts basdmt prohibit the amount of future
indebtedness of Level 3 Communications, Inc. (lmitits subsidiaries) that may be secured. If L&€&ommunications, Inc. becomes
insolvent, the holders of any secured debt woutéike payments from the assets used as securityebgbu receive payments.
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We have substantial existing debt and could incurubstantial additional debt, so we may be unable tmake payments on the notes.

As of March 31, 2005, after giving pro forma effézthe offering of the $880 million Convertiblerger Notes due 2011 which was
consummated on April 4, 2005, Level 3 had on a clidtsted basis approximately $6.072 billion of tatalebtedness, both long-term and
short-term. The indentures relating to our outsitagihdebtedness permit us to incur substantiaitiaecl debt. A substantial level of debt
makes it more difficult for us to repay you. Sulbsi@ amounts of our existing debt will, and outuite debt may, mature prior to the notes.
See “Description of Other Indebtedness of Leveb&@unications, Inc. and Level 3 Financing, Inc.”

If we experience a change of control or terminatiorof trading, we may be unable to purchase the notg@u hold as required under the
indentures relating to the notes.

Upon the occurrence of certain designated ever@snust make an offer to purchase all outstandingsndVe may not have sufficient
funds to pay the purchase price for all the naesiéred by holders seeking to accept the offeutohase. In addition, the indentures relating
to the notes and our other debt agreements mayreaggito repurchase the other debt upon a changantrol or termination of trading or
may prohibit us from purchasing any notes befoedr tstated maturity, including upon a change oftaror termination of trading.

The public market for the notes is limited, which ould affect their market price or your ability to sell them.

The notes are not listed on any securities exchangatomated quotation system and we do not intieragply for listing or quotation
of the notes on any securities exchange or quotagistem. The current public trading market forrib&es is limited and we cannot provide
any assurances that a secondary market will exigtlbbe sufficiently liquid for you to sell younotes. Future trading prices of the notes will
depend on many factors, including prevailing indés@ates, the market for similar securities, galreronomic conditions and our financial
condition, performance and prospects. Historicdlig, market for convertible debt has been subgedtsruptions that have caused substantial
fluctuations in the prices of the securities. Adiogly, you may be required to bear the finandisi of an investment in the notes for an
indefinite period of time.

The price of the notes may fluctuate significantyas a result of the volatility of the price of our ommon stock.

Because the notes are convertible into sharesrafa@umon stock, price volatility, depressed stodkgs and other factors affecting our
common stock could have a similar effect on thditrg price of the notes. The market price of ounown stock has been subject to volat
and, in the future, the market price of our comratmtk and the notes may fluctuate substantiallytduwevariety of factors, including:

. the depth and liquidity of the trading market fair common stock;

. quarterly variations in actual or anticipated opiataresults;

. changes in estimated earnings by securities asalyst

. market conditions in the communications and infdramaservices industry;
. announcement and performance by competitors;

. regulatory actions; and

. general economic conditions.

In addition, if you convert any of the notes, ttaue of the common stock you receive may fluctgagaificantly.
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The terms of our debt agreements restrict us from mking payments with respect to our common stock.

Our ability to pay cash dividends on, or repurctetsges of, our common stock is limited under #ms of our indentures. We do not
currently intend to pay any cash dividends in tire$eeable future.
Additional issuances of equity securities by Leved would dilute the ownership of its existing stockblders.

Level 3 may issue equity in the future in connettidth acquisitions or strategic transactions,djust its ratio of debt to equity,
including through repayment of outstanding debfuttd expansion of its operations or for other pggs. To the extent Level 3 issues
additional equity securities, the percentage owriprisito which the notes would convert will be redd.

We may be unable to generate cash flow from whiclotmake payments on the notes.

We had, on a consolidated basis, deficiencies inmatio of earnings to fixed charges of approxirha$60 million for the three months
ended March 31, 2005, $129 million for the threenthe ended March 31, 2004, $384 million for thedlsyear ended December 31, 2004,
approximately $706 million for the fiscal year 20@pproximately $926 million for the fiscal yearQ2) approximately $4.378 billion for the
fiscal year 2001 and $1.506 billion for fiscal y@800. See “Ratio of Earnings to Fixed Charges.”é&y not become profitable or sustain
profitability in the future. Accordingly, we may nbave access to sufficient funds to make paymamtbe notes.

You will experience immediate dilution if you convet your notes into common stock because the per steconversion price of these
notes is higher than the net tangible book value pehare of our common stock.

If you convert your notes into shares of commorelstgou will experience immediate dilution becattse per share conversion price of
these notes is higher than the net tangible bobleyzer share of the outstanding common stock infauelgt after this offering. In addition,
you will also experience dilution when Level 3 isswadditional shares of common stock that we amaitted or required to issue unc
options, warrants, Level 3's stock option plan thres employee or director compensations plans.

Anti-takeover provisions in Level 3's charter and ly-laws could limit the share price and delay a chage of management.

Level 3's certificate of incorporation and by-laa@ntain provisions that could make it more difficoit even prevent a third party from
acquiring Level 3 without the approval of its indoemt board of directors. These provisions, amohgrahings:

. divide the board of directors into three classat) members of each class to be elected in staddhree-year terms;
. prohibit stockholder action by written consent lage of a meeting;

. limit the right of stockholders to call special rtings of stockholders; limit the right of stockhetd to present proposals or
nominate directors for election at annual meetfgstockholders; an

. authorize the board of directors to issue prefestedk in one or more series without any actionhenpart of stockholders.

These provisions could limit the price that investmight be willing to pay in the future for shamdd_evel 3's common stock and
significantly impede the ability of the holderslafvel 3's common stock to change management. Romdésand agreements that inhibit or
discourage takeover attempts could reduce the maakee of Level 3's common stock.
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Our new credit agreement may prohibit us from makirg payment on the notes.

Our credit agreement generally does not permibusetieem, defease, repurchase, retire or otheagipgre or retire for value, prior to
any scheduled maturity, repayment or sinking fuagnpent, indebtedness which is subordinate in dflipayment to the guarantee by us of
the obligations under our new credit facility (attiean any redemption, defeasance, repurchasesmetnt or other acquisition or retirement
for value made in anticipation of satisfying a slled maturity, repayment or sinking fund obligatitue within one year thereof). As a
result, our credit agreement may prohibit us froakimg any payment on the notes in the event tleahttes are accelerated or tendered for
redemption upon a change of control or terminagibtrading, if applicable. Any such failure to mak&yments on the notes would cause 1|
default under our indentures, which in turn is Ijki be a default under the new credit agreemedtaher outstanding and future
indebtedness.

Certain Foreign Holders may be subject to adverse 3. federal income tax consequences.

Generally, if a Foreign Holder, who owned noteshvaitvalue exceeding 5% of the total value of eiffjeall of our outstanding common
stock or (ii) all of such notes outstanding, disgmoef a note, such holder may be required to &neaigain recognized on the disposition as
income effectively connected with a U.S. trade usibess if we were a “United States real propeotdihg corporation” at any time during
the shorter of the five years before the dispasitipthe holding period of the holder. We may lrapay become, a United States real proy
holding corporation. See “Certain United Statesdraldncome Tax Considerations—Foreign Holders.”
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USE OF PROCEEDS
We will not receive any proceeds from the salehefriotes or shares of the common stock by thengedkcurityholders.
RATIO OF EARNINGS TO FIXED CHARGES
The ratio of earnings to fixed charges for eacthefperiods indicated was as follows:

Three Months Ended March 31, Fiscal Year Ended December 31,

2005 2004 2004 2003 2002 2001 2000

For this ratio, earnings consist of earnings (I&&s$pre income taxes, minority interest and disom®d operations, plus fixed charges
(excluding capitalized interest but including aneation of capitalized interest). Fixed chargessisinof interest expensed and capitalized,
plus the portion of rent expense under operatingde deemed by Level 3 to be representative dftieest factor. Level 3 had deficiencies
earnings to fixed charges of $60 million for thesthmonths ended March 31, 2005, $129 millionlerthree months ended March 31, 2004,
$384 million for the fiscal year ended DecemberZ104, $706 million for the fiscal year ended Debem31, 2003, $926 million for the
fiscal year ended December 31, 2002, $4.378 biftiorthe fiscal year ended December 31, 2001, dnsi0B billion for the fiscal year ended

December 31, 2000.
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DESCRIPTION OF NOTES

The notes were issued under an indenture datefiescember 2, 2004 between us and The Bank of Newk,\as trustee. The terms of
the notes include those provided in the indentarkthose made part of the indenture by referentieetd@rust Indenture Act of 1939.

The following description is a summary of the mitigprovisions of the indenture and the registratights agreement. It does not
restate those agreements in their entirety. We ygeo read the indenture and the registrationtsiggreement because they, and not this
description, define your rights as a holder ofribées. A copy of the indenture and registratiohtsgagreement will be available from us u
request.

Terms not defined in this description have the nmegngiven to them in the indenture. In this settibe words “we”,
“Level 3" mean Level 3 Communications, Inc., butrdat include any of our current or future subsidisr

us,” “our,” or

General

The notes are convertible into shares of our comstock as described under “—Conversion Rights”welbhe notes are limited to
$345,000,000 aggregate principal amount and witlineaon December 15, 2011, unless earlier purchiagéevel 3 or converted. The notes
were issued in denominations of $1,000 and muKipfe$1,000.

The notes bear interest at the rate 6f 5% per year from the date of issuance of the orlginges. Interest will be payable semi-
annually in arrears on June 15 and December 1&df gear, commencing June 15, 2005, to holdersoafrd at the close of business on the
preceding June 1 and December 1, respectivelyesttavill be computed on the basis of a 360-day geemprised of twelve 30-day months.
In the event of the maturity, conversion or purehlag us at the option of the holder upon a desaghavent, interest will cease to accrue on
the applicable notes under the terms of and sutgebie conditions of the indenture.

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

The indenture does not contain any financial comenar any restrictions on the payment of dividerlds repurchase of our securitie:
the incurrence of indebtedness other than as testrinder “—Limitation on Liens” below. The indergwalso does not contain any
covenants or other provisions to afford protectmholders of the notes in the event of a highlietaged transaction or a change in control of
Level 3, except to the extent described under “—ePRage at Option of Holders upon a Designated Evssitw.

If any interest payment date or maturity date obte falls on a day that is not a business dayrgheired payment will be made on the
next succeeding business day as if made on thdld#tthe payment was due and no interest williecon that payment for the period from
and after the interest payment date or maturite,deg the case may be, to the date of that payonaiie next succeeding business day. The
term “business day” means, with respect to any, ratg day other than a Saturday, a Sunday or @dayhich banking institutions in The
City of New York are authorized or required by laegulation or executive order to close.

We will not pay any additional amounts on the natesompensate any beneficial owner for any Un8tates tax withheld from
payments of principal, interest, or premium, if aog the notes.

Unless specifically provided otherwise, when we thigeterm “holder’in this offering memorandum, we mean the persomtinse nam
such note is registered in the security register.
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Ranking

The notes are our unsecured and unsubordinategatiblis and rank equal in right of payment withadlbur existing and future
unsubordinated indebtedness. As of March 31, 28fé&; giving pro forma effect to the offering oetB880 million Convertible Senior Notes
due 2011, which was consummated on April 4, 20@5had approximately $3.846 billion (excluding tlebtof our subsidiaries) outstanding
in unsecured and unsubordinated indebtednessnileeature under which the notes will be issued dostao restrictions on the amount of
additional indebtedness we may incur. The notelsbeikffectively junior to obligations incurred wrdhe our credit facility, dated December
1, 2004, among Level 3 Financing, Inc., as borrewevel 3 as guarantor, Merrill Lynch Capital Corgiton, as administrative agent and
certain lenders named therein. We refer to thih@adNew Credit Facility. The borrower under the Neredit Facility is our subsidiary Leve
Financing, Inc. We and several other subsidianesantee Level 3 Financing, Inc.’s obligations urtie New Credit Facility. The New
Credit Facility and these guarantees are securedsoypstantial portion of our assets and substiyrdihof the assets of Level 3 Financing,
Inc. and our subsidiaries that are guarantorsyandre required to use commercially reasonabletsffo provide additional guarantees and
security in the future. The notes also are effetyiyunior to Level 3's secured obligations incuttender future credit facilities, receivables
and purchase money indebtedness and certain othegaments that are secured. In addition, thesrayte structurally subordinated to all
indebtedness and other obligations of our subsédiaOur subsidiaries are separate legal entitidshave no obligation to pay, or make funds
available to pay, any amounts due on the notesf March 31, 2005, our subsidiaries had approxitga2.466 billion in aggregate
indebtedness and other balance sheet liabilitiedyding deferred revenue), but excluding intercampliabilities, all of which liabilities are
structurally senior to the notes. See “Risk FaetdBgcause the notes that you hold are unsecurednggunot be fully repaid if Level 3
becomes insolvent,” “Risk Factors—Because the nmtestructurally subordinated to the obligatiohewr subsidiaries, you may not be fully
repaid if we becomes insolvent,” and “Risk Factoe-have substantial existing debt and could inabstantial additional debt, so we may
be unable to make payments on the notes.”

Conversion Rights

A holder may convert a note, in integral multiptés1,000 principal amount, into 251.004 sharesashmon stock per $1,000 principal
amount of notes (the “conversion ratat)any time before the close of business on Deceffye2011, unless such note is earlier purchag
Level 3. The conversion rate is subject to adjustras described below. Except as described belowash payment or other adjustment will
be made on conversion of any notes for interesuadcthereon or for dividends on any common st@ele. delivery to the holder of the full
number of shares of our common stock into whiclote /s convertible, together with any cash paynfiensuch holder’s fractional shares,
will be deemed to satisfy our obligation to pay fiecipal amount of the note and any accrued ampmid interest. Any accrued and unpaid
interest will be deemed paid in full rather thanazled, extinguished or forfeited. In addition,cdder may be entitled to receive a make-
whole premium as described under “—Purchase ab@ofi Holders upon a Designated Event.”

If notes are converted after a record date fongrést payment but prior to the next interest paytdate, those notes must be
accompanied by funds equal to the interest payalilee record holder on the next interest paymat# dn the principal amount so conver
provided, however, that no such payment need beiifiddl) we have specified a redemption date thafter a record date but on or prior to
the next interest payment date or (2) we have Bpda@ designated event purchase date that isglstioh period. Accordingly, under those
circumstances, the holder of the converted notésati receive any interest payment for the pefiadn the next preceding interest payment
date to the date of conversion. We are not requoéssue fractional shares of common stock upawvexsion of notes and instead will either,
at our option (i) round such fraction up to thenesawhole number of shares or (ii) pay a cashstljent based upon the closing sale pric
share of our common stock on the last trading ddgre the date of conversion.

The “sale price” of our common stock on any datemnsethe closing per share sale price (or if noimpsale price is reported, the
average of the bid and ask prices or, if more tivanin either case, the average of the averagaruidhe average ask prices) on such date on
the Nasdaq National Market or the principal Uni&dtes securities exchange on which our commork sédcaded or, if our common stock
not listed on the Nasdaq National Market or a WhB¢ates national or regional securities exchaageeported by the Nasdaqg System or by
the National Quotation Bureau Incorporated. Inghsence of a quotation, we will determine the pet® on such basis as we consider
appropriate.
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A “trading day” means a day during which tradingseturities generally occurs on the Nasdaq Natibtaaket or, if our common stock
is not listed on the Nasdaqg National Market or tonal or regional securities exchange, on the Hgsslystem or, if our common stock is not
guoted on the Nasdaq System, on the principal attagket on which our common stock is then tradedut common stock is not so listed,
admitted for trading or quoted, “trading day” meany business day.

A holder may exercise the right of conversion bivgeing the note to be converted to the specitiffitte of the conversion agent, witl
completed notice of conversion, together with amydk that may be required as described in the gineédeding paragraph. Beneficial owners
of interests in a global note may exercise thegintrbf conversion by delivering to The Depositoryudt Company (which we refer to as
“DTC") the appropriate instruction form for convins pursuant to DTC’s conversion program. A noti€eonversion can be obtained from
the trustee. The conversion date will be the dateoich the notes, the notice of conversion andranyired funds have been so delivered. A
holder delivering a note for conversion will not fegjuired to pay any taxes or duties relating &isisuance or delivery of our common stock
for such conversion, but will be required to pay #ax or duty which may be payable relating to tmaysfer involved in the issuance or
delivery of our common stock in a name other thenholder of the note. Certificates representirageshof our common stock will be issued
or delivered only after all applicable taxes antiedy if any, payable by the holder have been ghainote is to be converted in part only, a
new note or notes equal in principal amount toutheonverted portion of the note surrendered fovewsion will be issued. The shares of our
common stock issuable upon conversion will notdseiéd or delivered in a name other than that ofitthder of the note unless the applicable
restrictions on transfer have been satisfied.

In lieu of delivery shares of our common stock uponversion of any notes, for all or any portiorilef notes, we may elect to pay
holders surrendering notes for conversion an amioucdsh per note (or a portion of a note) equéhéoaverage of the applicable stock price
over the fifteen trading day period starting on arduding the third trading day following the cargion date multiplied by the conversion
rate in effect on the conversion date (or portibthe conversion rate applicable to a portion ab&e if a combination of common stock and
cash is to be delivered). We will inform such hotdhrough the trustee no later than two businags tbllowing the conversion date of our
election to deliver shares of our common stockyap cash in lieu of delivery of the shares or tlivede a combination of common stock and
cash. If we elect to deliver solely shares of mmmon stock, these will be delivered through theveosion agent no later than the third
business day following the conversion date. If Weeteto deliver a combination of shares of our cammtock and cash or to pay all of such
payment in cash, such delivery and payment wilinagle to holders surrendering notes no later thatwlnty-first business day following
the applicable conversion date.

The “applicable stock price,” with respect to altrey day, is equal to the volume-weighted averageper share of common stock on
such trading day. The “volume-weighted averageeptiwith respect to a trading day, means such rcdisplayed on Bloomberg (or any
successor service) page LVLT <equity> VAP in resppéthe period from 9:30 a.m. to 4:00 p.m., New R €ity time, on such trading day;
or, if such price is not available, the “applicabteck price” means the market value per shareioEommon stock on such as determined by
a nationally recognized independent investment ingnfikm retained for this purpose by us.

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

. we issue common stock as a dividend or distribudiomur common stock;

. we issue to all holders of common stock certaihta@r warrants to purchase our common stock ata per share that is less

than the then current market price of our commonkstas defined in the indentu

. we subdivide or combine our common stock;
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. we pay a cash dividend to all holders of our commstoek, or distribute shares of our capital steskdences of indebtedness or
assets, including cash and securities but excludgings, warrants and common stock dividends dridigtions specified above;
provided, however, that if we distribute capitalct of, or similar equity interests in, a subsigiar other business unit of ours, !
conversion rate will be adjusted based on the miadee of the securities so distributed relativéhte market value of our
common stock, in each case based on the averagjagkales prices of those securities for the dditig days commencing on ¢
including the fifth trading day after the date ohigh “ex-dividend trading” commences for such digttion on the Nasdaq
National Market or such other national or regiograthange or market on which the securiare then listed or quoted;

. we or one of our subsidiaries makes a paymentsipe& of a tender offer or exchange offer for @mmmon stock to the extent tl
the cash and value of any another consideratidnded in the payment per share of common stockezcthe current market
price per share of common stock on the tradingriey succeeding the last date on which tendersaramges may be made
pursuant to such tender or exchange o

If we distribute cash to holders of our common ktdleen the conversion rate will be increased st itrequals the rate determined by
multiplying the conversion rate in effect on theasl date with respect to the cash distributioralisaction, (1) the numerator of which will
the current market price of a share of our commockson the record date, and (2) the denominatertaéh will be the same price of a share
on the record date less the per share amount afistriéution. “Current market price” means the r@ge of the daily sale prices per share of
common stock for the ten consecutive trading dagng on the earlier of the date of determinatiod the day before the “ex date” with
respect to the distribution requiring such compatatFor purpose of this paragraph, the term “ebe davhen used with respect to any
distribution, means the first date on which our cmon stock trades, regular way, on the relevantaxgé or in the relevant market from
which the closing sale price was obtained withbetright to receive such distribution.

If we have a rights plan in effect upon conversibthe notes into common stock, you will receiveaddition to the common stock, the
rights under the rights plan unless the rights hesparated from the common stock at the time of@eon, in which case the conversion
will be adjusted as if we distributed to all holsl®f our common stock, shares of our capital steeidences of indebtedness or assets as
described above, subject to readjustment in thatesfehe expiration, termination or redemptiorsath rights.

In the event of:
. any reclassification of our common stock;

. a consolidation, merger or combination involving ais

. a sale or conveyance to another person or entiéyl of substantially all of our property and asset

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

You may in certain situations be deemed to haveived a distribution subject to United States fatliercome tax as a dividend in the
event of any taxable distribution to holders of coom stock or in certain other situations requitngpnversion rate adjustment. See “Certain
United States Federal Income Tax Considerations.”

We may, from time to time, increase the conversaia if our board of directors has made a detertigindghat this increase would be in
our best interests. Any such determination by @art will be conclusive. In addition, we may incgedhe conversion rate if our board of
directors deems it advisable to avoid or diminisiz emcome tax to holders of common stock resulfiogn any dividend or distribution of
stock (or rights to acquire stock) or from any evesated as such for income tax purposes. SeddiGddnited States Federal Income Tax
Considerations.”
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We will not be required to make an adjustment an¢bnversion rate unless the adjustment would requchange of at least 1% in the
conversion rate. However, we will carry forward audjustments that are less than 1% of the conversie: provided that, all such carried
forward adjustments shall be made (i) at the tirremail a notice of redemption and (ii) at the twee notify holders of notes of a designated
event. Except as described above in this sectienyilV not adjust the conversion rate for any ismeof our common stock or convertible or
exchangeable securities or rights to purchase @uantwn stock or convertible or exchangeable seesriti

Optional Redemption by Level 3

The notes are not redeemable at the option of L2peior to December 15, 2008. Starting on tha¢ dae may redeem all or any port
of the notes, at once or over time, on not mora Btanor less than 30 days’ notice. The notes neagtleemed at the redemption prices set
forth below, plus accrued and unpaid interestnif,do the redemption date. However, if the redéomptlate occurs after a record date and on
or prior to the corresponding interest payment,datewill instead make the interest payment, toréoerd holder on the record date
corresponding to such interest payment date. Thefimg prices are for notes redeemed during thentibth period commencing on of the
years set forth below, and are expressed as pagenof principal amour

Redemptior
Year Price
2008 102.2%
2009 101.5(%
2010 and thereaftt 100.7%%

Selection and Notice

If less than all the notes are to be redeemedyatie, selection of notes for redemption will bade by the trustee in compliance with
the requirements of the principal national seaesigxchange, if any, on which the notes are listed the notes are not so listed, on a pro
basis, by lot or by any other method that the eistonsiders fair and appropriate. The trusteesakct for redemption a portion of the
principal of any note that has a denomination latgan $1,000. Notes and portions thereof will @égeemed in the amount of $1,000 or
integral multiples of $1,000. The trustee will make selection from notes outstanding and not presly called for redemption; provided,
however, that if a portion of a holder’s notes setected for partial redemption and such holderetiféer converts a portion of such notes,
such converted portion will be deemed to be takemfthe portion selected for redemption.

Provisions of the indenture that apply to notetedalor redemption also apply to portions of théesacalled for redemption. If any note
is to be redeemed in part, the notice of redemptitirstate the portion of the principal amount® redeemed. In the event of any redemg
of less than all the notes, we will not be requiieed

. issue or register the transfer or exchange of atg during a period of 15 days before any seleatfosuch notes for redemption,
or

. register the transfer or exchange of any note lszteel for redemption, in whole or in part, excygt unredeemed portion of any
note being redeemed in part, in which case weexgicute and the trustee will authenticate and eetivthe holder a new note
equal in principal amount to the unredeemed pouicthe note surrendere

On and after the redemption date, unless we dafatlie payment of the redemption price, interest additional interest, if any, will
cease to accrue on the principal amount of thesmt@ortions of notes called for redemption ardafbich funds have been set aside for
payment. In the case of notes or portions of nedeemed on a redemption date which is also aadgucheduled interest payment date, the
interest payment due on such date will be paith¢operson in whose name the note is registerdaeatiose of business on the relevant record
date.
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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 beloah balder of notes will have the right to requigeta purchase for cash all of such
holder’s notes, or any portion of those notes ihatjual to $1,000 or a whole multiple of $1,000 tloe date specified by us that is not later
than 30 business days after the date we give notittee designated event, at a purchase price ¢gu#l0% of the principal amount of the
notes to be purchased, plus accrued and unpai@stt®, but excluding, the designated event pweldate, plus, under the circumstances
described below, a make-whole premium. If suchgieded event purchase date is after a record datentor prior to an interest payment
date, however, then the interest payable on suehva#l be paid to the person in whose name the imtegistered at the close of business on
the relevant record date.

If a change in control described in the secondhind tullet point of the definition of change inntml set forth below occurs, we will
pay a make-whole premium to the holders of thesqmt@ddition to the purchase price of the notetherdesignated event purchase date
provided, however, we will not pay a make-wholenpitem if a change in control described in the thicdlet point of the definition of change
in control occurs and at least 90% of the constdmrgexcluding cash payments for fractional shaireshe transaction or transactions
constituting the change in control consists of eeaf common stock that are, or upon issuancebejltraded on the New York Stock
Exchange or the American Stock Exchange or quateithi® Nasdaqg National Market and as a result di samsaction or transactions the
notes become convertible solely into such commocksand other consideration payable in such traigaor transactions. The make-whole
premium will also be paid on the designated eventlpase date to holders of the notes who conveirt tiotes into common stock on or after
the date on which we have given a notice to aliléd of notes of the occurrence of the designatedteand on or before the designated event
purchase date.

The make-whole premium will be determined by rafieesto the table below and is based on the datehaoh the change in control
becomes effective (the “effective date”) and thieg(the “stock price”) paid per share of our conmstock in the transaction constituting the
change in control. If holders of our common stoegeive only cash in the transaction, the stockepsitall be the cash amount paid per share
of our common stock. Otherwise, the stock pricél fleequal to the average closing sale price baresof our common stock over the five
trading-day period ending on the trading day imrataly preceding the effective date.
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The following table shows what the make-whole prems would be for each hypothetical stock price effiective date set forth below,
expressed as a percentage of the principal amdtiné motes.

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

Effective Date

Stock Price on 12/2/200: 12/15/200! 12/15/2001 12/15/200° 12/15/200:i 12/15/200! 12/15/2011 12/15/201
Effective Date

$ 3.32 0.0% 0.C% 0.0% 0.C% 0.0% 0.C% 0.0% 0.C%
$ 3.50 4.3 2.2 0.C 0.C 0.C 0.C 0.0 0.C
$ 3.75 10.: 8.C 5.4 2.5 0.0 0.C 0.0 0.C
$ 4.00 15.¢ 13.t 10.7 74 0.C 0.C 0.0 0.C
$ 5.00 15.2 12.€ 94 54 0.0 0.C 0.0 0.C
$ 6.00 15.C 12.c 8.9 4.8 0.0 0.C 0.0 0.C
$ 7.00 14.€ 12.2 8.8 4.7 0.0 0.C 0.0 0.C
$ 8.00 14.¢€ 12.C 8.7 4.7 0.0 0.C 0.0 0.C
$ 9.00 14.¢ 12.C 8.7 4.7 0.0 0.C 0.0 0.C
$10.00 14.¢ 12.C 8.7 4.7 0.C 0.C 0.C 0.C
$50.00 14.¢ 12.C 8.7 4.7 0.0 0.C 0.0 0.C

The actual stock price and effective date may eatdt forth on the table, in which case:

. if the actual stock price on the effective datbdasveen two stock prices on the table or the aeffettive date is between two
effective dates on the table, the make-whole premitll be determined by a straight-line interpatetibetween the make-whole
premiums set forth for the two stock prices andtihe effective dates on the table based on «day year, as applicabl

. if the stock price on the effective date exceedx @b per share (subject to adjustment as deschéledv), no make-whole
premium will be paid

. if the stock price on the effective date is lesmtbr equal to $3.32 per share (subject to adjugtasedescribed below), no make-
whole premium will be paic

The stock prices set forth in the first columniué table above will be adjusted as of any date lniciwthe conversion rate of the note
adjusted. The adjusted stock prices will equaktioek prices applicable immediately prior to sudjuatment multiplied by a fraction, the
numerator of which is the conversion rate immedijgteior to the adjustment giving rise to the stqeice adjustment and the denominator of
which is the conversion rate as so adjusted.

We will pay, at our option, the make-whole premiimtash, shares of our common stock or the sanne dbiconsideration used to pay
for the shares of our common stock in connectidh e transaction constituting the change in adntr

If we decide to pay the make-whole premium in shafeour common stock, the value of our commonkstode delivered in respect of
the make-whole premium shall be deemed to be @équhé average closing sale price per share ofounmon stock over the ten trading-day
period ending on the trading day immediately pratgthe designated event purchase date. We mathpayakewhole premium in shares
our common stock only if the information necesdargalculate the closing sale price per share ottommon stock is published in a daily
newspaper of national circulation or by other appaie means.

In addition, our right to pay the make-whole premiin shares of our common stock is subject to atisfying various conditions,
including:
. listing such common stock on the Nasdaqg Nationalkiteor, if not so listed, on the principal UnitBthtes securities exchange on
which our common stock is then liste
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. the registration of the common stock under the B&esi Act and the Securities Exchange Act of 1@34the “Exchange Act”), if
required; anc

. any necessary qualification or registration unggliaable state securities law or the availabitifyan exemption from such
qualification and registratiol

If such conditions are not satisfied with respeca holder prior to the close of business on tlegiated event purchase date, we will
pay the make-whole premium in cash. We may notghame form of consideration to be paid with respethe make-whole premium once
we have given the notice that we are requiredvte th holders of record of notes, except as desdriitp the immediately preceding sentence.

If we decide to pay the make-whole premium in s form of consideration used to pay for the shaf@ur common stock in
connection with the transaction constituting tharge in control, the value of the consideratiobhaalelivered in respect of the make-whole
premium will be calculated as follows:

. securities that are traded on a United Statesmedts®curities exchange or approved for quotatiothe Nasdaq National Market
or any similar system of automated disseminatioguaftations of securities prices will be valueddahsn the average closing
price or last sale price, as applicable, over énettading-day period ending on the trading day édiately preceding the
designated event purchase di

. other securities, assets or property (other thah)oaill be valued based on 98% of the averagéefair market value of such
securities, assets or property (other than castigsmined by an independent nationally recognizeelstment bank selected by
us; anc

. 100% of any cash.

Within 30 days after the occurrence of a designatesht, we are required to give notice to all hcdd# record of notes, as provided in
the indenture, stating among other things, (1)otteurrence of a designated event and of theirtiagyburchase right and (2) if a make-whole
premium is payable, whether we will pay the make\&lpremium in cash, shares of our common sto¢kesame form of consideration

used to pay for the shares of our common stockimection with the transaction constituting therg®in control. We must also deliver a
copy of our natice to the trustee.

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

. if certificated notes have been issued, the ceati numbers of the notes to be delivered for meeh
. the portion of the principal amount of notes toplbiechased, in integral multiples of $1,000; and
. that the notes are to be purchased by us pursu#me applicable provisions of the notes and tdernture.

If the notes are not in certificated form, a holdeesignated event purchase notice must comply appropriate DTC procedures.

A holder may withdraw any designated event purcinasiee upon a designated event by a written naicgithdrawal delivered to the
paying agent prior to the close of business orbtieness day prior to the designated event puratetee The notice of withdrawal must st:

. the principal amount of the withdrawn notes;

. if certificated notes have been issued, the ceatif numbers of the withdrawn notes; and
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. the principal amount, if any, of the notes whicmaéns subject to the designated event purchaseenoti

In connection with any purchase offer in the ewvard designated event, we will, if required undeplacable law:

. comply with the provisions of Rule 13e-4, Rule I4end any other tender offer rules under the Bxgbact which may then be
applicable; an

. file a Schedule TO or any other required schedntieuthe Exchange Act.

Payment of the designated event purchase pricamndpplicable make-whole payment for a note foictvia designated event
purchase notice has been delivered and not valiilhdrawn is conditioned upon delivery of the ndteether with necessary endorsements,
to the paying agent at any time after deliveryuftsdesignated event purchase notice. Paymeneafabignated event purchase price anc
applicable make-whole payment for the note wilhieede promptly following the later of the designa¢eent purchase date or the time of
delivery of the note. Any make whole premium pagahlrespect of notes converted on or after the dathave given notice of the
occurrence of the applicable change in controlldlepaid to such holders on the designated euachpse date.

If the paying agent holds money or securities sigfit to pay the designated event purchase priteeafiote and any applicable make-
whole payment on the business day following thegieded event purchase date in accordance wittethes of the indenture, then,
immediately after the designated event purchase tta¢ note will cease to be outstanding and isteirecluding additional interest, if any, on
such note will cease to accrue, whether or nohtte is delivered to the paying agent. Thereadtiégther rights of the holder will terminate,
other than the right to receive the designated tgwerchase price and any applicable make-whole paympon delivery of the note. A
“designated event” will be deemed to occur upohange in control or a termination of trading.

A “change in control” of Level 3 will be deemedhave occurred when:

. any “person” or “group” (as such terms are usefiéntions 13(d) and 14(d) of the Exchange Act orsarmgessor provisions to
either of the foregoing), including any group agtfor the purpose of acquiring, holding, votingdisposing of securities within
the meaning of Rule 13d-5(b)(1) under the Exchakgjeother than any one or more of the Permittetteis, becomes the
“beneficial owner” (as defined in Rule 13d-3 unttex Exchange Act, except that a person will be éekto have “beneficial
ownership” of all shares that any such person masight to acquire, whether such right is exelis@anmediately or only after
the passage of time), directly or indirectly, of@%r more of the total voting power of the Votingp&k of Level 3 (other than as a
result of any merger, share exchange, transfess#ta or similar transaction solely for the purpafsehanging our jurisdiction of
incorporation and resulting in a reclassificatioonversion or exchange of outstanding shares ofraamstock solely into shares
of common stock of the surviving entity); providéawever, that the Permitted Holders are the “lHeiafowners” (as defined in
Rule 13d-3 under the Exchange Act, except tharsopewill be deemed to have “beneficial ownerstupall shares that any such
person has the right to acquire, whether such rigéxercisable immediately or only after the pgesaf time), directly or
indirectly, in the aggregate of a lesser percentdgie total voting power of the Voting Stock af\el 3 than such other person or
group (for purposes of this bullet point, such parsr group shall be deemed to beneficially own ¥aiing Stock of a corporatic
(the “specified corporation”) held by any otherporation (the “parent corporation”) so long as spebson or group beneficially
owns, directly or indirectly, in the aggregate gority of the total voting power of the Voting Stoof such parent corporation);

. (1) any “person” or “group” (as such terms are use8ections 13(d) and 14(d) of the Exchange A@ror successor provisions to
either of the foregoing), including any group agtfor the purpose of acquiring, holding, votingdisposing of securities within
the meaning of Rule 13d-5(b)(1) under the Exchakgjebecomes the “beneficial owner” (as defined idR13d-3 under the
Exchange Act
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except that a person will be deemed to have “beiaéfiwnership” of all shares that any such petsasthe right to acquire,
whether such right is exercisable immediately dy after the passage of time), directly or indihgcbf a majority of the total
voting power of the Voting Stock of Level 3 (othiban as a result of any merger, share exchangesféraof assets or similar
transaction solely for the purpose of changingjorsdiction of incorporation and resulting in ala&ssification, conversion or
exchange of outstanding shares of common stockysate shares of common stock of the survivingtghtand (2) a termination
of trading shall have occurred;

. our consolidation or merger with or into any otperson, any merger of another person into us, ysate, transfer, assignment,
lease, conveyance or other disposition, directlyndirectly, of all or substantially all the assefd_evel 3 and its subsidiaries,
considered as a whole (other than a dispositiguoh assets as an entirety or virtually as anedntio a wholly owned subsidiary
or one or more Permitted Holders) shall have oetjrother tha

1. any transaction (a) that does not result inraciassification, conversion, exchange or candéefiaif outstanding shares of
our capital stock and (b) pursuant to which holdérsur capital stock immediately prior to the tsantion are entitled to
exercise, directly or indirectly, 50% or more oé tfotal voting power of all shares of capital stedcititled to vote generally
in the election of directors of the continuing andving person immediately after the transaction

2. any merger, share exchange, transfer of asseisitar transaction solely for the purpose ofrfiag our jurisdiction of
incorporation and resulting in a reclassificatioonversion or exchange of outstanding shares ofraamstock solely into
shares of common stock of the surviving entity

. during any period of two consecutive years, indirls who at the beginning of such period constittite board of directors of
Level 3 (together with any new directors whose té@cor appointment by such board or whose nonondfor election by the
shareholders of Level 3 was approved by a voternéjrity of the directors then still in office wheere either directors at the
beginning of such period or whose election or natigm for election was previously so approved) edas any reason to
constitute a majority of the board of directordefrel 3 then in office; o

. the shareholders of Level 3 shall have approvedpéay of liquidation or dissolution of Level 3.

“Permitted Holders” means the members of LevelBard of Directors on April 28, 1998, and theirpgestive estates, spouses,
ancestors, and lineal descendants, the legal esgagves of any of the foregoing and the trustéesy bona fide trusts of which the
foregoing are the sole beneficiaries or the grantor any person of which the foregoing “beneflgialwns” (as defined in Rule 13d-3 under
the Exchange Act) at least 6863 % of the total voting power of the Voting Stocksafch person.

“Voting Stock” of any person means Capital Stoclsa¢h person which ordinarily has voting powertfar election of directors (or
persons performing similar functions) of such parsehether at all times or only for so long as anisr class of securities has such voting
power by reason of any contingency.

“Capital Stock” of any person means any and altehanterests, participations or other equivalémsvever designated) of corporate
stock or other equity participations, includingtparship interests, whether general or limitedswath person and any rights (other than debt
securities convertible and exchangeable into aityenuerest), warrants or options to acquire aniggnterest in such person.

The definition of change in control includes a deraelating to the sale, assignment, lease, tnraaosfnveyance of “all or substantially
all” of our assets or our assets and those of wsidiaries taken as a whole. Although there isvaetbping body of case law interpreting the
phrase “substantially all,” there is no preciseklshed definition of the phrase under applicdéle Accordingly, the ability of a holder of
notes to require us to repurchase notes as a cdsukiale, assignment, transfer, lease, or comoeyaf 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 haveonirred if our common stock (or other common stiodd which the notes are then
convertible) is neither listed for trading on a Un@tional securities exchange nor approved faliigaon the Nasdaq National Market.

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

We may, to the extent permitted by applicable latigny time purchase the notes in the open mark®t tender at any price or by
private agreement. Any note purchased by us (aj #fe date that is two years from the latest isse@f the notes may, to the extent
permitted by applicable law, be reissued or solthay be surrendered to the trustee for cancellatiqb) on or prior to the date referred to in
(), will be surrendered to the trustee for camatielh. Any notes surrendered to the trustee maypeatissued or resold and will be canceled

promptly.

No notes may be purchased by us at the optionldEl®upon the occurrence of a designated evémeié has occurred and is
continuing an event of default with respect torbées, other than a default in the payment of #séghated event purchase price with respect
to the notes.

Limitation on Liens

We will not, directly or indirectly, incur or sufféo exist any Lien (other than existing Liens)wéng Specified Indebtedness of any
nature whatsoever on any of our properties or asagtether owned at the issue date of the notdweoeafter acquired, without making
effective provision for securing the notes equalty ratably with (or, if the obligation to be sesdiby the Lien is subordinated in right of
payment to the notes, prior to) the obligationsacured for so long as such obligations are sasécu

“Lien” means any mortgage or deed of trust, pledhypothecation, security interest, lien, chargeuembrance or other security
agreement of any kind or nature whatsoever; prayilewever, that Liens shall not include defeasansts or funds. For purposes of this
definition, the sale, lease, conveyance or otfersier by Level 3 of, including the grant of indedible rights of use or equivalent
arrangements with respect to, dark or lit commuivoa fiber capacity or communications conduit khat constitute a Lien.

“Specified Indebtedness” means (A) Level 3'$/3% Senior Notes due 2008, 11% Senior Notes due 2008, 2% Senior Discount
Notes due 2008, 13/ 4% Senior Euro Notes due 2008, 128 % Senior Discount Notes due 2010, 4% % Senior Euro Notes due 2010, 11
1/ 4% Senior Notes due 2010,728 % Convertible Senior Notes due 2010, 6.0% Conver8lubordinated Notes due 2009 and 6.0%
Convertible Subordinated Notes due 2010, and (B)iraebtedness of the Company for borrowed monaty/(this in the form of, or
represented by, bonds, notes, debentures or atheriies or any guarantee thereof (other than @E®ony notes or similar evidence of
indebtedness under bank loans, reimbursement agregmeceivables facilities or other bank, insoeaor other institutional financing
agreements under section 4(2) of the SecuritiepAahy guarantee thereof) and (ii) is, or maycamted, listed or purchased and sold on any
stock exchange, automated securities trading systemer-the-counter or other securities marketl{iding, without prejudice to the
generality of the foregoing, the market for sedesieligible for resale pursuant to Rule 144A urtterSecurities Act). For the avoidance of
doubt, “Specified Indebtedness” shall not inclutldebtedness among the Company or its subsidiar@mong subsidiaries.

The foregoing restrictions shall not apply to:L{gns to secure Acquired Debt, provided that (@hsuien attaches to the acquired
property prior to the time of the acquisition oEbuproperty and (b) such Lien does not extend tmwer any other property; and (ii) Liens to
secure debt incurred to refinance, in whole ordrt,ebt secured by any Lien referred to in thedoing clause (i) or this clause (ii) so long
as such Lien does not extend to any other proffettyer than improvements and accessions to théatigroperty) and the principal amount
of debt so secured is not increased.
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“Acquired Debt” means, with respect to any spedifierson, (i) debt of any other person existintpattime such person merges with or
into or consolidates with such specified person @hdebt secured by a Lien encumbering any prigpacquired by such specified person,
which debt in each case was not incurred in arat@mp of, and was outstanding prior to, such mergansolidation or acquisition.

Merger and Consolidation

The indenture provides that we may not, in a sitiglesaction or a series of related transactiomssalidate or merge with or into, or
effect a share exchange with (whether or not wehaesurviving corporation), or sell, assign, tfanslease, convey or otherwise dispose ¢
or substantially all of our properties or assetaragntirety or substantially as an entirety toth@ocorporation, person or entity unless:

. either (i) we shall be the surviving or continuic@yporation or (ii) the entity or person formeddrysurviving any such
consolidation, merger or share exchange (if othan Ls) or the entity or person which acquiresady, @ssignment, transfer, lee
conveyance or other disposition our propertiesas®its substantially as an entirety (x) is a catpmr organized and validly
existing under the laws of the United States, aiayeShereof or the District of Columbia and (y3@®es the due and punctual
payment of the principal of, premium, if any, anterest on all the notes and the performance df ehour covenants under the
notes and the indenture pursuant to a supplemiethture in a form reasonably satisfactory totthstee;

. immediately after such transaction no default emewf default exists; and
. we or such successor person shall have deliveritt ttsustee an officers’ certificate and an opinid counsel, each stating that

such transaction and the supplemental indenturelyowith the indenture and that all conditions m@ent in the indenture
relating to such transaction have been satis

For purposes of the foregoing, the transfer (bgdeassignment, sale or otherwise, in a singlsaaion or series of transactions) of all
or substantially all of the properties or asseteraf or more of our subsidiaries, the capital stafokehich individually or in the aggregate
constitutes all or substantially all of our projestand assets, will be deemed to be the trantfdl ar substantially all of our properties and
assets.

Upon any such consolidation, merger, share exchaade assignment, conveyance, lease, transtgher disposition in accordance
with the foregoing, the successor person formesumh consolidation or share exchange or into whvetare merged or to which such sale,
assignment, conveyance, lease, transfer or othposition is made will succeed to, and be subetitfr, and may exercise our right and
power, under the indenture with the same effedftthe successor had been named as us in the inéerind thereafter (except in the case
lease) the predecessor corporation will be relieofeadl further obligations and covenants underitfteenture and the notes.

Events of Default and Remedies
An event of default is defined in the indenturédamg:
(1) default in payment of the principal of, or piem, if any, on the notes;
(2) default for 30 days in payment of any instalfef interest on the notes, including additiomaérest;

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

(4) default by us for 60 days after notice in thservance or performance of any other covenariteiimdenture;
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(5) default under any credit agreement, mortgaggerture or instrument under which there may heeg®r by which there may
be secured or evidenced any indebtedness for ntmregwed by us or any of our material subsidiafa@@she payment of which is
guaranteed or secured by us or any of our subgdjamwhich default

. is caused by a failure to pay when due any prin@pauch indebtedness within the grace period igiex¥ for in such
indebtedness, which failure continues beyond apjicable grace period, «

. results in the acceleration of such indebtednédss farits express maturity, without such accelerabeing rescinded or
annulled,

and, in each case, the principal amount of suchhtediness, together with the principal amount gfaher such indebtedness under
which there is a payment default or the maturitybfch has been so accelerated, aggregates $2Hidhror its foreign currency
equivalent or more and such payment default icacd or such acceleration is not annulled witltirdays after notice;

(6) failure by us or any of our material subsidiarto pay final, nonappealable judgments (othar &my judgment as to which a
reputable insurance company has accepted fullitigbiggregating in excess of $25.0 million orfisseign currency equivalent, which
judgments are not stayed, bonded or dischargedn8thdays after their entry; or

(7) certain events involving our bankruptcy, ingsley or reorganization or that of any of our matesubsidiaries.

If an event of default (other than an event of difspecified in clause (7) with respect to us)wsand is continuing, then and in every
such case the trustee, by written notice to utheholders of not less than 25% in aggregate ipah@amount of the then outstanding notes
written notice to us and the trustee, may declageunpaid principal of, premium, if any, and acdraed unpaid interest, including additional
interest, if any, on all the notes then outstandinge due and payable. Upon such declaration, gucbipal amount, premium, if any, and
accrued and unpaid interest, including additiontdriest, if any, will become immediately due anggtde, notwithstanding anything
contained in the indenture or the notes to theraontIf any event of default specified in claug§ gccurs with respect to us, all unpaid
principal of, premium, if any, and accrued and udaterest, including additional interest, if ary) the notes then outstanding will
automatically become due and payable, without @tjadation or other act on the part of the trusteany holder of notes.

Holders of the notes may not enforce the indentuitbe notes except as provided in the indentureolder of a note will have the right
to begin any proceeding with respect to the indendu for any remedy only if:
. such holder has previously given the trustee writtetice of a continuing event of default;
. the holders of at least 25% in aggregate prin@pabunt of the notes have made a written requesinof pffered reasonable
indemnification to, the trustee to begin such peateg;
. the trustee has not started such proceeding wahidays after receiving the request; and

. the trustee has not received directions incondistéh such request from the holders of a majadntaggregate principal amount
the notes during those 30 da

Subject to the provisions of the indenture relatm¢he duties of the trustee, the trustee is undesbligation to exercise any of its rig|
or powers under the indenture at the request, ardéirection of any of the holders, unless suchléis have offered to the trustee security or
an indemnity satisfactory to it against any cospemse or liability. Subject to all provisions bktindenture and applicable law, the holders of
a majority in aggregate principal amount of thentbaetstanding notes have the right to direct thetimethod and place of conducting any
proceeding for any remedy available to the trusteexercising any trust or power conferred on the
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trustee. If a default or event of default occurd ancontinuing and is known to the trustee, tlteiriure requires the trustee to mail a notice of
default or event of default to each holder withihd&ays of the occurrence of such default or evedetault. However, the trustee may
withhold from the holders notice of any continuihgfault or event of default (except a default cerehof default in the payment of principal

of, premium, if any, or interest on the notes} détermines in good faith that withholding notisen their interest. The holders of a majority
in aggregate principal amount of the notes thestantling by notice to the trustee may rescind aoglaration of the notes and its
consequences if all existing events of defaultdothan the nonpayment of principal of, premiunaniy, and interest on the notes that has
become due solely by virtue of such accelerati@veheen cured or waived and if the rescission dvoat conflict with any judgment or
decree of any court of competent jurisdiction. Norsrescission will affect any subsequent defaudvent of default or impair any right
consequent thereto.

In the case of any event of default occurring @som of any willful action (or inaction) taken (oot taken) by us or on our behalf with
the intention of avoiding payment of the premiurattive would have had to pay if we then had elettigddeem the notes pursuant to the
optional redemption provisions of the indentureggnivalent premium will also become and be imntetljiadue and payable to the extent
permitted by law upon the acceleration of the ndfeen event of default occurs on any date on Whie are prohibited from redeeming the
notes by reason of any willful action (or inactidalken (or not taken) by us or on our behalf whth intention of avoiding the prohibition on
redemption of the notes on such date, then thermariredemption premium specified in the indentuiltalso become immediately due a
payable to the extent permitted by law upon thelecation of the notes.

Except as provided in the next sentence, the h®lofeat majority in aggregate principal amount & tiotes then outstanding may, on
behalf of the holders of all the notes, waive aagtplefault or event of default under the indentune its consequences, except default in the
payment of principal of, premium, if any, or intst®n the notes (other than the nonpayment of ipahof, premium, if any, and interest that
has become due solely by virtue of an accelerdtiahhas been duly rescinded as provided abovie)respect of a covenant or provision of
the indenture that cannot be modified or amendélowt the consent of all holders of notes.

We are required to deliver to the trustee annuabyatement regarding compliance with the inderdancewe are required, upon
becoming aware of any default or event of defaalteliver to the trustee a statement specifyirdhslefault or event of default.
Global Notes, Book-Entry; Form

We issued the notes in the form of one or moreajlebcurities. The global security will be depabitéth the trustee as custodian for
DTC and registered in the name of a nominee of CHXCept as set forth below, the global security mayransferred, in whole and not in
part, only to DTC or another nominee of DTC. Youl Wold your beneficial interests in the global gety directly through DTC if you have
an account with DTC or indirectly through organiaas that have accounts with DTC. Notes in defigittertificated form (called
“certificated securities”) will be issued only ientain limited circumstances described below.

DTC has advised us that it is:

. a limited purpose trust company organized undetais of the State of New York;

. a member of the Federal Reserve System;

. a “clearing corporation” within the meaning of tNew York Uniform Commercial Code; and

. a “clearing agency” registered pursuant to the isioms of Section 17A of the Securities Exchangé Ac

DTC was created to hold securities of institutitmst have accounts with DTC (called “participantid to facilitate the clearance and
settlement of securities transactions among itsqgjaants in such securities through electronicksentry changes in accounts of the
participants, thereby eliminating the need for ptglsmovement of
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securities certificates. DTC's participants inclugeurities brokers and dealers, which may inctbdenitial purchasers, banks, trust
companies, clearing corporations and certain aihganizations. Access to DTC'’s book-entry systerigs available to others such as banks,
brokers, dealers and trust companies (called,itftirect participants”) that clear through or mainta custodial relationship with a
participant, whether directly or indirectly.

We expect that pursuant to procedures establish&ileC upon the deposit of the global security wiXhC, DTC will credit, on its
book-entry registration and transfer system, thecgral amount of notes represented by such glsbalrity to the accounts of participants.
The accounts to be credited will be designatechbyirtitial purchasers. Ownership of beneficial iagts in the global security will be limited
to participants or persons that may hold interéstsugh participants. Ownership of beneficial iets in the global security will be shown
and the transfer of those beneficial interests bélieffected only through, records maintained by Oiwith respect to participants’ interests),
the participants and the indirect participants. THves of some jurisdictions may require that carf@irchasers of securities take physical
delivery of such securities in definitive form. Beelimits and laws may impair the ability to traersbr pledge beneficial interests in the glc
security.

Owners of beneficial interests in global securitide desire to convert their interests into comrstmtk should contact their brokers or
other participants or indirect participants throwgiom they hold such beneficial interests to obtaiiormation on procedures, including
proper forms and cut-off times, for submitting reqts for conversion.

So long as DTC, or its nominee, is the registeredes or holder of a global security, DTC or its rine®e, as the case may be, will be
considered the sole owner or holder of the noteesented by the global security for all purposegen the indenture and the notes. In
addition, no owner of a beneficial interest in algll security will be able to transfer that intémecept in accordance with the applicable
procedures of DTC. Except as set forth below, agvamer of a beneficial interest in the global séguyou will not be entitled to have the
notes represented by the global security regist@rgdur name, will not receive or be entitled éceive physical delivery of certificated
securities and will not be considered to be theavam holder of any notes under the global secuvitg understand that under existing
industry practice, if an owner of a beneficial ne® in the global security desires to take anpadhat DTC, as the holder of the global
security, is entitled to take, DTC would authorilae participants to take such action. Additionaittlysuch case, the participants would
authorize beneficial owners owning through suchigipants to take such action or would otherwiseupon the instructions of beneficial
owners owning through them.

We will make payments of principal of and inter@stluding any additional interest) on the notgsresented by the global security
registered in the name of and held by DTC or itmimee to DTC or its nominee, as the case may bineaggistered owner and holder of the
global security. Neither we, the trustee nor anyimagent will have any responsibility or liabjlitor any aspect of the records relating to or
payments made on account of beneficial interedtisarglobal security or for maintaining, supervisor reviewing any records relating to
such beneficial interests.

We expect that DTC or its nominee, upon recei@rof payment of principal of or interest (or addiinterest) on the global security,
will credit participants’ accounts with paymentsaimounts proportionate to their respective berafinterests in the principal amount of the
global security as shown on the records of DT@nominee. We also expect that payments by paatits or indirect participants to owners
of beneficial interests in the global security hislcbugh such participants or indirect participamilé be governed by standing instructions
customary practices and will be the responsibditguch participants or indirect participants. WM# mot have any responsibility or liability
for any aspect of the records relating to, or paysienade on account of, beneficial interests irgthbal security for any note or for
maintaining, supervising or reviewing any recorelating to such beneficial interests or for anyeothspect of the relationship between DTC
and its participants or indirect participants ar thlationship between such participants or indipacticipants and the owners of beneficial
interests in the global security owning throughhsparticipants.

Transfers between participants in DTC will be etiéelcin the ordinary way in accordance with DTC sudad will be settled in same-day
funds.
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DTC has advised us that it will take any actiompigied to be taken by a holder of notes only atdinection of one or more participants
to whose account the DTC interests in the globelisty is credited and only in respect of such jporof the aggregate principal amount of
notes as to which such participant or participaats or have given such direction. However, if DTdfiffes us that it is unwilling to be a
depositary for the global security or ceases ta bkearing agency or there is an event of defandeuthe notes, DTC will exchange the glc
security for certificated securities which it wdlistribute to its participants and which will bele appropriate legend, if required.

Although DTC is expected to follow the foregoingeedures in order to facilitate transfers of intésen the global security among
participants of DTC, it is under no obligation terform or continue to perform such procedures,samh procedures may be discontinued at
any time. Neither we nor the trustee will have agponsibility or liability for the performance BYTC or the participants or indirect
participants of their respective obligations unidher rules and procedures governing their respeofegations.

Modifications and Waiver

Modifications and amendments to the indenture dhécterms and conditions of the notes may be natknoncompliance by us may
be waived, with the written consent of the holdafraot less than a majority in aggregate princgrabunt of the notes at the time outstand
However, the indenture, including the terms anddd@ns of the notes, may be modified or amendeddgand the trustee, without the
consent of the holder of any note, for the purpageamong other things:

. adding to our covenants for the benefit of the arddf notes;
. surrendering any right or power conferred upon us;

. providing for conversion rights of holders of noieany reclassification or change of our commascktor any consolidation,
merger or sale of all or substantially all of ogsets occur:

. increasing the conversion rate, provided thaticesiase will not adversely affect the interestsadflers of notes in any material
respect

. complying with the requirements of the SEC in orieeffect or maintain the qualification of the @rdure under the Trust
Indenture Act of 193¢

. making any changes or modifications to the indent@cessary in connection with the registratiothefnotes under the Securities
Act as contemplated by the registration rights agrent, provided that this action does not advers#dct the interests of the
holders of the notes in any material resp

. curing any ambiguity, defect or inconsistency okmg any other changes in the provisions of themdre which we and the
trustee may deem necessary or desirable, providddamendment does not adversely affect the hotddhe notes in any
material respec

. complying with the requirements regarding mergeramsfer of assets;
. evidencing and providing for the acceptance ofabgointment under the indenture of a successaegus
. securing the notes; or

. providing for uncertificated notes in addition ketcertificated notes so long as such uncertificatites are in registered form for
purposes of the Internal Revenue Code of 1

Notwithstanding the foregoing, no modification enendment to, or any waiver of, any provisions @fithdenture may, without the
written consent of the holder of each note affected

. change the maturity of the principal of or any afishent of interest on any note (excluding addiionterest);
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. reduce the principal amount of, or interest (exitigchdditional interest) on, any note;

. change the currency of payment of principal ofbeiest on any note;

. impair the right to institute suit for the enforcem of any payment on or with respect to, or cosieer of, any note;

. except as otherwise permitted or contemplated byigions of the indenture concerning corporateganizations, materially
adversely affect the purchase option of holderswadesignated event or the conversion rights fofene of the notes; ¢

. reduce the percentage in aggregate principal anaiurdgtes outstanding necessary to modify or antkeadndenture or to waive
any past defaul

Satisfaction and Discharge

We may discharge our obligations under the indenthile notes remain outstanding, subject to aetanditions, if all outstanding
notes become due and payable at their scheduladitpatithin one year, and we have deposited with trustee an amount sufficient to pay
and discharge all outstanding notes on the datieeaf scheduled maturity. We will remain obligatedssue shares of our common stock L
conversion of the notes until such maturity as diesd under “—Conversion Rights,” but we will nat bbligated to give any notice of, or
otherwise make any payment or delivery in connectigh any designated event.

Governing Law
The indenture and the notes will be governed bg,camstrued in accordance with, the laws of théeSthNew York.

Reports

Whether or not required by the rules and regulatimiithe SEC, so long as any notes are outstandimgyill file with the SEC and
furnish to the trustee and the holders of notequakterly and annual financial information (with@xhibits) required to be contained in a
filing on Forms 10-Q and 10-K, including a “Managemtis Discussion and Analysis of Financial Conditand Results of Operations” and,
with respect to the annual consolidated finandgtesnents only, a report thereon by our indepenaditors. We shall not be required to file
any report or other information with the SEC ifldes not permit such filing.

Information Concerning the Trustee and Transfer Agent

The Bank of New York, as trustee under the indenthas been appointed by us as paying agent, @orexgent, registrar and
custodian with regard to the notes. The trustdleeidrustee under the indentures relating to dueradebt securities. The trustee, the transfer
agent or their affiliates may from time to timetlre future provide banking and other services tmubke ordinary course of their business.

No Recourse Against Others

None of our directors, officers, employees, shaddrs or affiliates, as such, shall have any ligbdr any obligations under the notes
the indenture or for any claim based on, in resp&ot by reason of such obligations or the creatibsuch obligations. Each holder by
accepting a note waives and releases all suclityafihe waiver and release are part of the caersition for the notes.
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Registration Rights

We have, at our expense, filed with the SEC a shgibtration statement covering resales by holdeadl notes and the shares of our
common stock issuable upon conversion of the nbteder the Registration Rights Agreement, we arenjited to suspend the use of the
prospectus that is part of this shelf registrastaiement under certain circumstances relatingtalipg corporate developments, public filii
with the SEC and similar events for a period (a)to@xceed 45 days in any three-month period Bhddt to exceed an aggregate of 120
days in any 12-month period.

If:

. on the day following the filing deadline set foiththe Registration Rights Agreement, the shelfstegtion statement has not been
filed with the SEC

. on the 271st day following the earliest date ofjimial issuance of any of the notes, the shelf tegfien statement is not declared
effective;

. the registration statement shall cease to be aféeot fail to be usable without being succeedeithiwifive business days by a post-
effective amendment or a report filed with the Si@suant to the Exchange Act that cures the faifitbe registration statement
to be effective or usable;

. the prospectus has been suspended as descrittedpreteding paragraph longer than the period piedry such paragraph,

each, a “registration-default,” additional interastliquidated damages will accrue on the notes) fand including the day following the
registration default to but excluding the day oricliithe registration default has been cured. Addél interest will be paid semi-annually in
arrears, with the first semi-annual payment dugherfirst interest payment date, as applicablépddhg the date on which such additional
interest begins to accrue, and will accrue to katugling the day on which the registration deféuals been cured at an additional rate per yeal
equal to:

. 0.25% of the principal amount to and including #¥¢h day following such registration default; and

. 0.5% of the principal amount from and after thet@by following such registration default.

In no event will additional interest accrue at & naer year exceeding 0.5%. If a holder has coadesvme or all of its notes into
common stock, the holder will be entitled to reesquivalent amounts based on the principal amafutie notes converted.

The specific provisions relating to the registratéescribed above are contained in the registraiggirs agreement that was entered
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 provisibagr outstanding capital stock in this sectibhe summary is not complete. \
have also filed our restated certificate of incogbion and our by-laws as exhibits to our annugbreon Form 10-K for the year ended
December 31, 2004. You should read our restatdilicate of incorporation and our by-laws for adiolital information.

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

. 1,500,000,000 shares of common stock, par value$0 share;

. 10,000,000 shares of preferred stock, par valuk [$e0 share; and
. 8,500,000 shares of Class R convertible commorksfr value $.01 per share.

As of May 3, 2005, there were 694,333,093 shareswimon stock, no shares of preferred stock anshaces of Class R convertible
common stock outstanding.
Common Stock

Subject to the senior rights of preferred stockalthinay from time to time be outstanding, holdersahmon stock are entitled to
receive dividends declared by the board of directmt of funds legally available for their paymeudpon dissolution and liquidation of our
business, holders of common stock are entitledrédable share of our net assets remaining aftanpat to the holders of the preferred stock
of the full preferential amounts they are entitledAll outstanding shares of common stock arey/fplid and nonassessable.

The holders of common stock are entitled to one yper share for the election of directors and bather matters submitted to a vote of
stockholders. Holders of common stock are notledtiio cumulative voting for the election of diret. They are not entitled to preemptive
rights.

The transfer agent and registrar for the commocks®Wells Fargo Bank Minnesota, N. A.

Preferred Stock

The preferred stock has priority over the commailstvith respect to dividends and to other distidns, including the distribution of
assets upon liquidation. The board of directoeuihorized to fix and determine the terms, limitati and relative rights and preferences ¢
preferred stock, to establish series of prefertedksand to fix and determine the variations asragreeries. The board of directors without
stockholder approval could issue preferred stodk woting and conversion rights which could advigrsdfect the voting power of the
holders of common stock.

Anti-Takeover Provisions

We currently have provisions in our restated degté of incorporation and by-laws that could haweanti-takeover effect. The
provisions in the restated certificate of incorpimm@include:

. a classified board of directors;
. a prohibition on our stockholders taking actionvinytten consent;

. the requirement that special meetings of stockhslte called only by the board of directors ord¢hairman of the board; and

* the requirement of the affirmative vote of at |e@&#/ 3% of our outstanding shares of stock entitled tie\thereon to adopt,
repeal, alter, amend or rescind ou-laws.
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The by-laws contain specific procedural requireradat the nomination of directors and the introdtutbf business by a stockholder of
record at an annual meeting of stockholders whaeh business is not specified in the notice of ingedr 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 matédatstanding consolidated indebtedness. For peiposthis section of the prospectus,
“Level 3" refers only to Level 3 Communicationsclirhe following summaries of outstanding indebtsinare qualified in their entirety by
reference to the indentures or credit agreemestapplicable, to which each issue of indebtedrelsses.

I ndebtedness of Level 3 Communications, Inc.
9 Y804 Senior Notes due 2008

On April 28, 1998, Level 3 issued $2 billion aggaeg principal amount of ®% Senior Notes due 2008 (which we refer to as & “
% Notes”) under an indenture between Level 3 arel Bénk of New York, as successor trustee to IBJt&thail Bank & Trust Company. The
9 189% Notes are senior unsecured obligations of Lev&h&y rank equally in right of payment with alhet existing and future senior
unsecured indebtedness of Level 3. TRE% Notes bear interest at a rate 3% per annum, payable semiannually in arrears on Maiyd
November 1

Level 3 may redeem the8% Notes, in whole or in part, at any time on oeaftlay 1, 2003. If a redemption occurs before May 1
2006, Level 3 will pay a premium on the principal@unt of the 9/8% Notes redeemed. This premium is approximatelyolfér a
redemption during the twelve month period beginringMay 1, 2005.

If an event treated as a change of control of L8wetcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 98% Notes at a purchase price of 101% of the prin@p®unt, plus accrued and unpaid interest, if any.

The indenture relating to the'®% Notes places restrictions on the ability of Le¥&nd its restricted subsidiaries to:
. incur additional indebtedness;

. pay dividends or make other restricted paymentsti@amdfers;

. create liens;

. sell assets;

. issue or sell capital stock of some of its subsie&

. enter into transactions, including transactiondaifiliates; and

. in the case of Level 3, consolidate, merge orsdiktantially all of Level 3's assets.

The holders of the 98% Notes may force Level 3 to immediately repayghacipal on the 9% Notes, including interest to the
acceleration date, if certain defaults exist uratber indebtedness having an outstanding prineipadunt of at least $25 million, which
defaults result in the acceleration of such othdebtedness or constitutes a failure to pay prateifnen due.

As of March 31, 2005, approximately $954 milliorgaggate principal amount of thé/®% Notes was outstanding.
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10 Y294 Senior Discount Notes due 2008

On December 2, 1998, Level 3 issued $834 milliogregate principal amount at maturity of 4% Senior Discount Notes due 2008
(which we refer to as the “1%% Discount Notes”) under an indenture between L8wahd The Bank of New York, as successor trustee t
IBJ Whitehall Bank & Trust Company. The ¥®% Discount Notes are senior unsecured obligatibhewel 3. They rank equally in right of
payment with all other existing and future seninsecured indebtedness of Level 3.

The issue price of the 23 % Discount Notes was approximately 60% of the ppi@micamount at maturity. The notes accreted ateaoh
1029 per year, compounded semiannually, to 100% of gncipal amount on December 1, 2003. Cash @siebegan to accrue on the 10
1294 Discount Notes on December 1, 2003.

Beginning on December 1, 2003, cash interest as@tia rate of 182% and will be payable semiannually on June 1 anckbwer 1,
beginning June 1, 2004.

Level 3 may redeem the 8% Discount Notes, in whole or in part, at any tiameor after December 1, 2003. If a redemption agcur
before December 1, 2006, Level 3 will pay a premamthe accreted value of the 4% Discount Notes redeemed. This premium decrease:
annually from approximately 3.5% for a redemptiaminlg the twelve month period beginning on Decenihe2004 to approximately 1.75%
for a redemption during the twelve month periodibeing on December 1, 2005.

If an event treated as a change of control of L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 18 % Discount Notes at a purchase price of 101% ohtioeeted value, plus accrued and unpaid intefesty.

The indenture relating to the 3% Discount Notes places certain restrictions oratfteons of Level 3 and some of its subsidiaries th
are substantially similar to those contained initftenture relating to the'% Notes. The indenture also contains a provisitating to the
acceleration of the 1% Discount Notes that is substantially similarlattcontained in the indenture relating to tH€é% Notes.

As of March 31, 2005, approximately $144 milliorgaggate principal amount at maturity of the2@6 Discount Notes was
outstanding.

6% Convertible Subordinated Notes due 2009

On September 20, 1999, Level 3 issued $823 midiggregate principal amount of 6% Convertible Suipatéd Notes due 2009 (the
“2009 Convertible 6% Notes”) under an indenturensstn Level 3 and The Bank of New York, as succesastee to IBJ Whitehall Bank &
Trust Company. The 2009 Convertible 6% Notes asecured, subordinated obligations of Level 3.

The 2009 Convertible 6% Notes are convertible gitares of common stock, at the option of the holatesiny time prior to maturity,
unless previously repurchased or unless Level $hased the conversion rights to expire. The 2008vErtible 6% Notes may be converted
at the initial rate of 15.3401 shares of commouglsizer each $1,000 principal amount of notes, silbfeadjustment in certain circumstances.
This is equivalent to a conversion price of apprately $65.19 per share.

On or after September 15, 2002, Level 3 may causednversion rights of the holders of 2009 Coribkr6% Notes to expire at any
time prior to the maturity date of the notes. Le¥@hay exercise this option if the current mark@tepof the common stock exceeds 140% of
the prevailing conversion price then in effect, dbteast 20 trading days within any 30-day peabdonsecutive trading days, including the
last trading day of such period.

If an event treated as a change in control of L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding notes at a purchase price d¥l60the principal amount, plus accrued and unpagtest, if any. Level 3 will pay the
repurchase price in cash or, at Level 3's optionshbibject to the satisfaction of certain conditiadnsshares of common stock.
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In the event of a bankruptcy, liquidation or rearigation of Level 3, an acceleration of the 2009 @utible 6% Notes due to an event
of default under the indenture, and certain otlvents, the payment of the principal of, premiunarif/, and interest on the 2009 Convertible
6% Notes will be subordinated in right of paymenttte prior full and final payment in cash of ahsor debt of Level 3.

The indenture also contains a provision relatinthéoacceleration of the 2009 Convertible 6% N¢tas is substantially similar to that
contained in the indenture relating to th¥8% Notes.

As of March 31, 2005, approximately $362 milliorgaggate principal amount of the 2009 Convertibleétes was outstanding.

11% Senior Notes due 2008

On February 29, 2000, Level 3 issued $800 milliggragate principal amount of 11% Senior Notes di@8Zthe “11% Notes”) under
an indenture between Level 3 and The Bank of Nevk\Yas trustee. The 11% Notes are senior unsealni@ghtions of Level 3. They rank
equally in right of payment with all other existiagd future senior unsecured indebtedness of l3vEthe 11% Notes bear interest at a rat
11% per annum, payable semiannually in arrears arciM15 and September 15.

The 11% Notes are not redeemable at the optioreeéIL3 prior to maturity.

If an event treated as a change in control of L8vatcurs, Level 3 will be obligated, subject totaim conditions, to offer to purchase
of the outstanding 11% Notes at a purchase prid®®% of the principal amount, plus accrued andaithpterest, if any.

The indenture relating to the 11% Notes placesterestrictions on the actions of Level 3 and sofnigs subsidiaries that are
substantially similar to those contained in thecimigire relating to the %% Notes. The indenture also contains a provisitating to the
acceleration of the 11% Notes that is substantgihilar to that contained in the indenture relgtio the 9/8% Notes.

As of March 31, 2005, approximately $132 milliorgaggate principal amount of the 11% Notes was anthhg.

11 Y494 Senior Notes due 2010

On February 29, 2000, Level 3 issued $250 milliggragate principal amount of ¥1% Senior Notes due 2010 (the “¥4% Notes”)
under an indenture between Level 3 and The BamNewf York, as trustee. The 1% Notes are senior unsecured obligations of Level 3
They rank equally in right of payment with all otlexisting and future senior unsecured indebtedokksvel 3. The 124% Notes bear
interest at a rate of 1% per annum, payable semiannually in arrears orcivias and September 15.

Level 3 may redeem the 1% Notes, in whole or in part, at any time on oeafflarch 15, 2005. If a redemption occurs beforedida
15, 2008, Level 3 will pay a premium on the prirsdipmount of the 1¥4% Notes redeemed. This premium decreases annuathy f
approximately 5.625% for a redemption during thelw® month period beginning on March 15, 2005 toragimately 1.875% for a
redemption during the twelve month period beginrongMarch 15, 2007.

If an event treated as a change in control of L8watcurs, Level 3 is obligated, subject to certainditions, to offer to purchase all of
the outstanding 1¥4% Notes at a purchase price of 101% of the prin@peunt, plus accrued and unpaid interest, if any.

43



Table of Contents

The indenture relating to the ¥1% Notes places certain restrictions on the actirievel 3 and some of its subsidiaries that are
substantially similar to those contained in theemire relating to the ¥ % Notes. The indenture also contains a provisitating to the
acceleration of the 114% Notes that is substantially similar to that camd in the indenture relating to thé®% Notes.

As of March 31, 2005, approximately $96 million aggate principal amount of the ¥4% Notes was outstanding.

12 8% Senior Discount Notes due 2010

On February 29, 2000, Level 3 issued $675 milliggragate principal amount at maturity of 26 Senior Discount Notes due 2010
(the “1278% Discount Notes”) under an indenture between L8wahd The Bank of New York, as trustee. Thé®% Discount Notes are
senior unsecured obligations of Level 3. They ragially in right of payment with all other existiagd future senior unsecured indebtedness
of Level 3.

The issue price of the 2% Discount Notes was approximately 53.308% of tecfpal amount at maturity. The 2% Discount
Notes accrete at a rate of 8% per year, compounded semiannually, to 100% af gncipal amount by March 15, 2005. Cash interes
began to accrue on the ¥®% Discount Notes on March 15, 2005 at a rate of822 and will be payable semiannually on March 15 and
September 15, beginning September 15, 2005.

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

If an event treated as a change in control of L8vatcurs, Level 3 will be obligated, subject totaim conditions, to offer to purchase
of the outstanding 128% Discount Notes at a purchase price of 101% oatieeted value, plus accrued and unpaid intefesty.

The indenture relating to the 2% Discount Notes places certain restrictions oratttens of Level 3 and some of its subsidiaries th
are substantially similar to those contained initftenture relating to the'% Notes. The indenture also contains a provisitating to the
acceleration of the 1% Discount Notes that is substantially similartiattcontained in the indenture relating to tH&® Notes.

As of March 31, 2005, approximately $488 milliorgaggate principal amount at maturity of the”2% Discount Notes was
outstanding.

6% Convertible Subordinated Notes due 2010

On February 29, 2000 Level 3 issued $862.5 miléiggregate principal amount of 6% Convertible Sulmatéd Notes due 2010 (the
“2010 Convertible 6% NotesQnder an indenture between Level 3 and The BamNewf York, as trustee. The 2010 Convertible 6% Nate
unsecured, subordinated obligations of Level 3.

The 2010 Convertible 6% Notes are convertible gftares of Level 3 common stock, at the option eftiblder, at any time prior to
maturity, unless previously repurchased or redeewrednless Level 3 has caused the conversionsrightxpire. The 2010 Convertible 6%
Notes may be converted at the initial rate of 7.dliéres of common stock per each $1,000 principalat of notes, subject to adjustmen
certain circumstances. This is equivalent to a eogion price of approximately $134.84 per share.

On or after March 18, 2003, Level 3 may causeitiiets of the holders of the 2010 Convertible 6%dddb expire at any time prior to
the maturity date of the notes. Level 3 may exerthiss option to cause the conversion rights tarexgnly if for at least 20 trading days
within any period of 30 consecutive trading dapsjuding the last trading day of that period, therent market price of common stock
exceeds 140% of the prevailing conversion price theeffect.
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If an event treated as a change in control of L8vatcurs, Level 3 will be obligated, subject totaim conditions, to offer to purchase
of the outstanding 2010 Convertible 6% Notes atralpase price of 100% of the principal amount, plosrued and unpaid interest, if any.
Level 3 will pay the repurchase price in cash bt,evel 3's option but subject to the satisfactadrcertain conditions, in shares of common
stock.

In the event of a bankruptcy, liquidation or regngation of Level 3, an acceleration of the 2010 @otible 6% Notes due to an event
of default under the indenture relating to the 2Gtdivertible 6% Notes, and certain other eventsptiyment of the principal of, premium, if
any, and interest on the 2010 Convertible 6% Nwaitide subordinated in right of payment to theopriull and final payment in cash of all
senior debt of Level 3.

The indenture relating to the 2010 Convertible 6&tdsd also contains a provision relating to the lacatton of the 2010 Convertible €
Notes that is substantially similar to that con¢girnn the indenture relating to thé/#% Notes.

As of March 31, 2005, approximately $514 milliorgaggate principal amount of the 2010 ConvertibleMétes was outstanding.

2.875% Senior Convertible Notes due 2010

On July 8, 2003, Level 3 issued $373.75 millionragate principal amount of 2.875% Senior Convestiidbtes due 2010 (the “2010
Convertible 2.875% Notes”) under an indenture betwleevel 3 and The Bank of New York, as trusteee Z010 Convertible 2.875% Notes
are senior unsecured obligations of Level 3. Tk requally in right of payment with all other exig and future senior unsecured
indebtedness of Level 3.

The 2010 Convertible 2.875% Notes are convertifiie shares of common stock, at the option of tHddrpat any time prior to
maturity, unless previously repurchased or redeeifieel 2010 Convertible 2.875% Notes may be congextehe initial rate of 139.2758
shares of common stock per each $1,000 principalatrof notes, subject to adjustment in certaiouriistances. This is equivalent to a
conversion price of approximately $7.18 per share.

Level 3 may redeem the 2010 Convertible 2.875% $atewhole or in part, at any time after July 2607 only if the closing sale price
of Level 3's common stock exceeds a specified peacge of the then applicable conversion price fdeast 20 trading days in any
consecutive 30-day trading period, including the teading day of that period. The specified petage decreases annually from 170% in the
12-month period beginning July 15, 2007 to 150%han12-month period beginning July 15, 2009. Le&valust pay a “make wholgiayment
equal to the present value of all remaining schediplhlyments of interest on the 2010 ConvertiblgZ28Notes to be redeemed through and
including July 15, 2010.

If an event treated as a change in control of L8vatcurs, Level 3 will be obligated, subject totaim conditions, to offer to purchase
of the outstanding 2010 Convertible 2.875% Notes @iirchase price of 100% of the principal amopiois accrued and unpaid interest, if
any.

The indenture also contains a provision relatintheacceleration of the 2010 Convertible 2.875%eBlthat is substantially similar to
that contained in the indenture relating to tH&®% Notes.

As of March 31, 2005, approximately $374 milliorgaggate principal amount of the 2010 Convertib& 3% Notes was outstanding.
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10% Convertible Senior Notes due 2011

On April 4, 2005, we issued $880 million aggregatecipal amount of 10% Convertible Senior Notes @011 (the “2011 Convertible
10% Notes”) under an indenture supplement entertedbietween Level 3 and The Bank of New York, astiae. The 2011 Convertible 10%
Notes are senior unsecured obligations of Lev&h®y rank equally in right of payment with all othexisting and future senior unsecu
indebtedness of Level 3.

After January 1, 2007, the 2011 Convertible 10%eNatre convertible into shares of common stoctheabption of the holder, at any
time prior to maturity, unless previously repurater redeemed. The conversion right will be aceéel in the event of a change of control
as defined in the supplemental indenture. For 84¢D00 principal amount of 2011 Convertible 10%eésaturrendered for conversion a
holder will receive 277.77 shares of our commoulsto

Level 3 may redeem the 2011 Convertible 10% Nateshole or in part, at any time after May 1, 206% redemption occurs before
maturity, Level 3 will pay a premium on principahaunt of the 2011 Convertible 10% Notes redeembd.premium for the 12 month peri
beginning May 1, 2009 is equal to 3.33% and foritBenonth period beginning May 1, 2010 and theeedft67%.

If an event treated as a change of control of L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 2011 Convertible 10% Notespirghase price of 100% of the principal amounts@oacrued and unpaid interest, if any,
plus in certain circumstances a “make-whole preniitivat is based on a table included in the indentefating to the 2011 Convertible 10%
Notes and the date on which the change in contobimes effective as well as the price paid peresbaour common stocl

The indenture also contains a provision relatintheacceleration of the 2011 Convertible 10% Ndtesis substantially similar to that
contained in the indenture relating to th€8% Notes.

As of May 18, 2005, $880 million aggregate printimaount of the 2011 Convertible 10% Notes wastantiing.

9% Convertible Senior Discount Notes due 2013

On October 24, 2003, Level 3 issued $295 milliogragate principal amount at maturity of 9% ConWgetiSenior Discount Notes due
2013 (the “9% Discount Notestinder an indenture between Level 3 and The BamNewf York, as trustee. The 9% Discount Notes ar@s
unsecured obligations of Level 3. They rank equiallsight of payment with all other existing andifte senior unsecured indebtedness of
Level 3. The 9% Discount Notes are senior unsecobdigations of Level 3. They rank equally in rigiftpayment with all other existing and
future senior unsecured indebtedness of Level 3.

The issue price of the 9% Discount Notes was apprately 70.473% of the principal amount at maturithe 9% Discount Notes
accrete at a rate of 9% per year, compounded semadly, to 100% of their principal amount by Octoli&é, 2007. Cash interest will not
begin to accrue on the 9% Discount Notes until Betd.5, 2007, unless Level 3 elects to commencadbrial on or after October 15, 2004.
Interest will be payable semiannually on April sla@Dctober 15, beginning April 15, 2008.

The 9% Discount Notes are convertible into shafe®mmon stock, at the option of the holder, at amg after April 24, 2004 and
prior to maturity, unless previously repurchasedetieemed. The 9% Discount Notes may be convetted@nversion price of $9.991 per
share, subject to adjustment in certain circumstsnc

On or after October 15, 2008, Level 3 may redeesrB#h Discount Notes, provided that the closinggpatthe common stock of Level
3 exceeds certain specified percentages of theapplicable conversion price. The redemption psitall be equal to 100% of the accreted
value of the 9% Discount Notes redeemed plus adcand unpaid interest to, but excluding, the redemplate.
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If an event treated as a change in control octungel 3 will be obligated, subject to certain cdmatis, to offer to purchase all of the
outstanding 9% Discount Notes at a purchase pfie@D% of the accreted value, plus accrued andidnpgerest, if any.

The indenture contains a provision relating toabeeleration of the 9% Discount Notes that is suigtlly similar to that contained in
the indenture relating to the'®% Notes.

As of March 31, 2005, approximately $295 milliorgaggate principal amount at maturity of the 9% Distt Notes was outstanding.

Euro-Denominated Senior Notes
11 Y494 Senior Notes due 2010

On February 29, 2000, Level 3 issued €300 milliggragate principal amount of ¥1% Senior Notes due 2010 (which are referred to
as the “114% Euro Notes”) under an indenture between Level®Ehe Bank of New York, as trustee. The"1% Euro Notes are senior
unsecured obligations of Level 3. They rank equiallsight of payment with all other existing andiute senior unsecured indebtedness of
Level 3. The 1124% Euro Notes bear interest at a rate 0¥4% per annum, payable semiannually in arrears ortiMab and September 15.

Level 3 may redeem the 1% Euro Notes, in whole or in part, at any time omfter March 15, 2005. If a redemption occurs befo
March 15, 2008, Level 3 will pay a premium on thimgipal amount of the 1%¥4% Euro Notes redeemed. This premium decreases linnua
from approximately 5.625% for a redemption during twelve month period beginning on March 15, 2&pproximately 1.875% for a
redemption during the twelve month period beginrongMarch 15, 2007.

If an event treated as a change in control of L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 1%4% Euro Notes at a purchase price of 101% of thecral amount, plus accrued and unpaid interestyt

The indenture relating to the ¥1% Euro Notes places certain restrictions on thastof Level 3 and its restricted subsidiarieg tra
substantially similar to those contained in theemire relating to the %% Notes. The indenture also contains a provisitating to the
acceleration of the 11*% Euro Notes that is substantially similar to tbamtained in the indenture relating to th#¥% Notes.

As of March 31, 2005, approximately €104 milliorgaggate principal amount of the ¥4% Euro Notes was outstanding.

10 349 Senior Notes due 2008

On February 29, 2000, Level 3 issued €500 milliggragate principal amount of #8% Senior Notes due 2008 (which are referred to
as the “10%4% Euro Notes”) under an indenture between Leval8Ehe Bank of New York, as trustee. The*1@ Euro Notes are senior
unsecured obligations of Level 3. They rank equiallsight of payment with all other existing andifte senior unsecured indebtedness of
Level 3. The 16% Euro Notes bear interest at a rate o#4% per annum, payable semiannually in arrears orciMab and September 15.

The 10%4% Euro Notes are not redeemable at the option o€IL2 prior to maturity.

If an event treated as a change of control of L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 1% Euro Notes at a purchase price of 101% of thecgral amount, plus accrued and unpaid interesnyt

The indenture relating to the 0% Euro Notes places certain restrictions on thimastof Level 3 and its restricted subsidiarieg dra
substantially similar to those contained in theemaire relating to the ¥ % Notes. The indenture also contains a provisitating to the
acceleration of the 1% % Euro Notes that is substantially similar to tbamtained in the indenture relating to th##% Notes.
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As of March 31, 2005, approximately €50 million agggte principal amount of the 04 % Euro Notes was outstanding.

I ndebtedness of Level 3 Financing, Inc.
10.75% Senior Notes due 2011

On October 1, 2003, Level 3 Financing, Inc., adiresholly owned subsidiary of Level 3 which weeefo as “Level 3 Financing,”
issued $500 million aggregate principal amount@¥%5% Senior Notes due 2011 (which we refer tdhas10.75% Notes”) under an
indenture between Level 3, as guarantor, Leveharkging, as Issuer, and The Bank of New York astéru The 10.75% Notes are senior
unsecured unsubordinated obligations of Level 2ukding. They rank equally in right of payment walhother existing and future senior
unsecured unsubordinated indebtedness of Levaia@hEing. The 10.75% Notes are unconditionally guaed on an unsubordinated
unsecured basis by Level 3 Communications, Inc.Llawvel 3 Communications, LLC. The 10.75% Notes betarest at a rate of 10.75% per
annum, payable semiannually in arrears on Apriaidé October 15.

Level 3 Financing may redeem the 10.75% Notes,halevor in part, at any time on or after October2@7. If a redemption occurs
before October 15, 2009, Level 3 Financing will gagremium on the principal amount of the 10.75%eNoedeemed. This premium
decreases annually from approximately 5.38% fad@mption during the twelve month period beginmngOctober 15, 2007 to
approximately 2.69% for a redemption during thelt&emonth period beginning on October 15, 200&ddition, on or prior to October 15,
2006, Level 3 Financing may redeem up to 35% oflth&5% Notes with the proceeds of certain equigrings of Level 3 that are
contributed to Level 3 Financing at a redemptidnepequal to 110.750% of the principal amount ef 18.75% Notes so redeemed.

If an event treated as a change of control of L8vahd/or Level 3 Financing occurs, Level 3 willdigigated, subject to certain
conditions, to offer to purchase all of the outdiag 10.75% Notes at a purchase price of 101%eptincipal amount, plus accrued and
unpaid interest, if any.

The indenture relating to the 10.75% Notes plaeetm restrictions on the actions of Level 3 areddl 3 Financing and some of their
subsidiaries that are substantially similar to éhosntained in the indenture relating to thé€ % Notes.

The holders of the 10.75% Notes may force Levenaifcing to immediately repay the principal on 10e75% Notes, including intere
to the acceleration date, if certain defaults exigter other indebtedness of Level 3 or any rdsttisubsidiary having an outstanding princ
amount of at least $25 million, which defaults teguthe acceleration of such other indebtednesaostitute a failure to pay principal when
due.

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

Credit Agreement

As of December 1, 2004, Level 3 Financing, Inchasower, and Level 3 Communications, Inc., aggui@r, Merrill Lynch Capital
Corporation, as administrative agent and collategaint, and certain lenders entered into a Cregtiéément, pursuant to which the lenders
extended a $730 million senior secured term lodreteel 3 Financing.

Level 3 Financing’s obligations under the Credirégment are, subject to certain exceptions, ihjitedcured by certain of the assets of
(i) Level 3 Communications, Inc.; and (ii) certaifiLevel 3 Communications, Inc.’s material domestibsidiaries that are engaged in the
telecommunications business and which can graehaoh their assets without regulatory approvalidl® Communications, Inc. and these
subsidiaries will also guarantee the obligationkeifel 3 Financing under the Credit Agreement. Upbtaining required regulatory
approvals:

. Level 3 Communications, LLC and its material dorizestibsidiaries will guarantee and, subject toaieréxceptions, pledge
certain of their assets to secure the obligatiomeuthe Credit Agreement; a
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. certain of the initial subsidiary guarantors haeeibreleased from their pledge and guarantee dibingaunder the Credit
Agreement

The principal amount of the senior secured term lodl be payable in full on December 1, 2011. Adiial secured term loans or
revolving loans may in the future be extended tedl& Financing under the Credit Agreement.

The senior secured term loan bears interest deacpal to the London Interbank Offered Rate (LRB@lus 700 basis points.

The Credit Agreement provides that indebtednesstamudling under the senior secured term loan wifldid with all of the net available
cash proceeds with respect to certain asset #fatleese proceeds are not reinvested in Level 88riess.

The Credit Agreement contains negative covenastsiceng and limiting the ability of Level 3 Commigations, Inc., Level 3
Financing and any restricted subsidiary to engageitain activities, including:

. limitations on indebtedness and the incurrencésaft

. restrictions on dividends and distributions on tamstock, and other similar distributions;

. limitations on transactions restricting the abiliiysubsidiaries to pay dividends and other sindiatributions;
. restrictions on the issuance and sale of capibakstf subsidiaries;

. restrictions on sale leaseback transactions, sh@ssets and investments, including restrictionagset transfers by guarantors
under the Credit Agreement to subsidiaries of L&&bmmunications, Inc. which are not guarant

. limitations on transactions with affiliates;
. limitations on designating subsidiaries as unretstd subsidiaries;
. limitations on actions with respect to existingeiompany obligations; and

. in the case of Level 3 Communications, Inc., Le&/€inancing and any guarantor, restrictions on emsrgnd sales of substantic
all assets

The Credit Agreement does not require Level 3 Comigations, Inc. or Level 3 Financing to maintairgific financial ratios. The
Credit Agreement does contain certain events aiidef
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following is a summary of certain material &iitStates federal income tax considerations rglatirthe purchase, ownership and
disposition of the notes and of the common stotiwhich the notes may be converted. This summary:

. does not purport to be a complete analysis ohallpotential tax considerations that may be relet@holders in light of their
particular circumstances or discuss the effecngfapplicable state, local, foreign or other taxdg

. is based on the provisions of the Code, TreasuguRé&ons promulgated thereunder, published rulanys procedures of the
Internal Revenue Service (the “IRS”) and judiciatidions, all as in effect on the date of this peasus and all of which are
subject to change at any time, possibly with rettiva effect;

. deals only with notes and common stock held asit@agssets” within the meaning of Section 122thef Code;

. does not address tax considerations applicablevestors that may be subject to special rules, asgiartnerships and other pass-
through entities, banks, tax-exempt organizatiorsjrance companies, dealers or traders in seesidti currencies or persons that
will hold the notes or common stock as a positioa hedging transaction, “straddle” or conversiangaction for tax purposes or
persons deemed to sell the notes or common staider whe constructive sale provisions of the Codéd;

If an entity that is classified as a partnershipféaleral income tax purposes holds notes or comstauk, the tax treatment of its
partners will generally depend upon the statusefpartners and the activities of the partnerdbdutnerships and other entities that are
classified as partnerships for federal income tapgpses and persons holding notes or common stockdgh a partnership or other entity
classified as a partnership for federal incomepiarposes are urged to consult their tax advisors.

Level 3 has not sought, nor will seek, any rulimenf the IRS with respect to matters discussed heltwre can be no assurance tha
IRS will not take a different position concernitge ttax consequences of the purchase, ownershigposition of the notes or common stock
or that any such position would not be sustained.

Investors considering the purchase of notes shoutwbnsult their own tax advisors with respect to thepplication of the United
States federal income tax laws to their particulasituations, as well as the application of any statéocal, foreign or other tax laws,
including gift and estate tax laws.

United States Holders

As used herein, the term “United States Holder” msembeneficial owner of a note or common stockithdor United States federal
income tax purposes:

. an individual that is a citizen or resident of theited States;

. a corporation or other entity taxable as a corpamatreated or organized in or under the laws eflilhnited States or any political
subdivision thereol

. an estate, the income of which is subject to Un8tates federal income tax regardless of its source

. a trust, if a United States court can exercise arynsupervision over the administration of thettarsd one or more United States

persons can control all substantial trust decisionsf the trust was in existence on August ZI9@, and has elected to continut
be treated as a United States persol
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. a person whose worldwide income or gain is othexsishject to United States federal income tax natancome basis.

Interest

A United States Holder generally will include irgst on a note as ordinary income at the time sutehdst is received or accrued, in
accordance with such holder’s regular method obarting for United States federal income tax puegos

Sale, Exchange or Redemption of the Notes

Upon the sale, exchange or redemption of a ndimited States Holder generally will recognize calpgiain or loss equal to the
difference between (1) the amount of cash procaadshe fair market value of any property receivrdhe sale, exchange or redemption
(except to the extent such amount is attributabkectrued interest not previously included in inepmhich is taxable as ordinary income)
and (2) such United States Holder’'s adjusted taiskia the note. If, however, a United States Hotdeeives from us a combination of
common stock and cash or other property upon retlempf a note, the treatment of such holder wélldimilar to that described below under
“—Conversion of the Notes.”

The deductibility of capital losses is subjectitifations. Any capital gain or loss recognizedabynited States Holder will be long-
term capital gain or loss if the notes were heldhfiore than one year. Long-term capital gain oba-oorporate United States Holder is
eligible for a reduced rate of tax. A United Statedder’s adjusted tax basis in a note generallyegual the cost of the note to such United
States Holder (1) increased by any market discpretiously included in income by such United Staietder with respect to the note, (2)
decreased by the amount of any amortizable bondipre previously taken by the United States Hold#hwespect to the note, and (3)
increased by the amount, if any, included in incamen adjustment to the conversion rate of thesy@ts described in “—Adjustments to
Conversion Rate” below.

Market Discoun

If a United States Holder purchases a note fomaouat that is less than its principal amount pagabimaturity, the difference will be
generally treated as market discount for fedemadiime tax purposes unless this difference is lems dhspecified de minimis amount. Under
the market discount rules, a United States Holdibe required to treat any principal payment ongain realized on disposition of, a Note
as ordinary income to the extent of the lessef pfi{e amount of such payment or gain or (2) theketadiscount which has accrued on such
note at the time of such disposition and has netipusly been included in income. Market discouilt e considered to accrue ratably
during the period from the date of acquisitiontte taturity date of the note unless the UnitedeSteiblder elects to accrue market discount
using a constant-yield method. A United States Elioiday be also required to defer the deductiothferexcess of (1) the interest expense on
any indebtedness incurred or maintained to purcbasarry a note with market discount over (2) i@t income from that note to the extent
of market discount accruing during the taxable year

A United States Holder may elect to include markstount in income (generally as interest) cursead it accrues, in which case the
rules relating to the recharacterization of dispisigains and deferral of interest deductions adglt apply. Such an election will apply to all
debt instruments acquired by the United States ¢tadd or after the first day of the first taxabésay to which such election applies and may
be revoked only with the consent of the IRS.

Amortizable Bond Premiu

If a United States Holder purchases a note fomaouat that (as reduced by the value of the rigltiotovert such note into common
stock) is greater than the amount payable on the atanaturity, such United States Holder will loegsidered to have purchased the note with
“amortizable bond premium.” A United States Hold®ay elect to amortize such premium using a constiaid method over the remaining
term of the note and may offset interest requicebe included in respect of the note by the amedtamount of such premium. Any election
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to amortize bond premium applies to all taxablet dekiruments held by the United States Holder oafter the beginning of the first taxable
year to which such election applies and may beked@nly with the consent of the IR

Adjustments to Conversion R

The conversion rate of the notes is subject tosdtjant under certain circumstances, as describéer dBescription of Notes—
Conversion Rights.” Section 305 of the Code andTifeasury Regulations issued thereunder may tneatalders of the notes as having
received a deemed distribution, resulting in dinidi¢reatment (as described below) to the extehtwél 3’s current or accumulated earnings
and profits, if, and to the extent that, certaijuatinents in the conversion rate (or certain otteeporate transactions) increase the
proportionate interest of a holder of the notethanfully diluted common stock (particularly an astinent to reflect a taxable dividend to
holders of common stock), whether or not such hodder exercises its conversion privilege. Moreopifehere is not a full adjustment to the
conversion rate of the notes to reflect a stockdéivd or other event increasing the proportionaierést of the holders of outstanding
common stock in the assets or earnings and puaifitevel 3, then such increase may be treateddeemed distribution on common stock of
such other holders, taxable as described belowrirdBistributions on Common Stock”.

Conversion of the Notes

A United States Holder generally will not recogn&ey gain or loss upon conversion of a note inftormon stock except with respect to
cash or other property received either as a podidghe consideration for the note or in lieu dfactional share of common stock. A United
States Holder’s tax basis in the common stock veceon conversion of a note will be the same ah &lnited States Holder’s adjusted tax
basis in the note at the time of conversion, reddieany basis allocable to a fractional shareréste and the holding period for the common
stock received on conversion will generally include holding period of the note converted. Howet@the extent that any common stock
received upon conversion is considered attributibbeccrued interest not previously included iroime by the United States Holder, it will
taxable as ordinary income. A United States Hokl&ak basis in shares of common stock considetedutible to accrued interest generally
will equal the amount of such accrued interestudet in income, and the holding period for suchreshavill begin on the date of conversion.

If a United States Holder receives a combinationarmfimon stock and cash or other property upon asiore(and such cash is not
merely received in lieu of a fractional share ofeoon stock), the holder will generally be requitedecognize gain in an amount equal tc
lesser of (i) the cash payment or the value of sitbbr property (less the amount attributable taed and unpaid interest) or (ii) the excess
of the fair market value of the common stock anshgaayment or such other property (less the amatiniftutable to accrued and unpaid
interest) received upon conversion over the hotdadjusted tax basis in the notes. The holder gépevill not be able to recognize any loss.
The holder’s tax basis in the common stock recewihe the same as the holder’s tax basis imibte, increased by the amount of gain
recognized, if any, and reduced by the amounte@tdsh payment or the value of the other propengived (less the amount attributable to
accrued and unpaid interest).

Cash received in lieu of a fractional share of camrstock upon conversion will be treated as a paynmeexchange for the fractional
share of common stock. Accordingly, the receiptash in lieu of a fractional share of common stgekerally will result in capital gain or
loss, measured by the difference between the easlived for the fractional share and the UnitedeStilolder’s adjusted tax basis in the
fractional share, and will be taxable as descrieldw under “—Sale or Exchange of Common Stock & Tblder’s tax basis in the fractional
share of common stock will be a proportionate pathe holder’s adjusted tax basis in the commonksteceived upon conversion, as
described above.

Distributions on Common Sto

Distributions, if any, paid or deemed paid on tbenmon stock (or deemed distributions on the nadedeacribed above under “—
Adjustments to Conversion Rate”) generally willtheated as dividends and includable in the incofreeldnited States Holder as ordinary
income to the extent of the Level 3’s current aruanulated earnings and profits as determined foredrStates federal income tax purposes.
Dividends paid to United States
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Holders that are individuals are currently taxethatrates applicable to long-term capital gairieéfholder meets certain holding period and
other requirements. Dividends paid to United Stitelslers that are United States corporations mayifguor the dividends received
deduction if the holder meets certain holding pgand other requirements. Distributions on shafemmmon stock that exceed the current
and accumulated earnings and profits of Level Bhwltreated first as a non-taxable return of @hpieducing the holder’s basis in the shares
of common stock. Any such distributions in excefsthe holder’s basis in the shares of common stmeierally 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 USitates Holder generally will recognize capitalhgai loss equal to the difference
between (1) the amount of cash and the fair maskiele of any property received upon the sale ohamge and (2) such United States
Holder’s adjusted tax basis in the common stocle Adider’s adjusted tax basis in the common steckived upon conversion will be
determined in the manner described above under “av@sion of the Notes.” The deductibility of capitzsses is subject to limitations. Any
capital gain or loss recognized by a holder willdrég-term capital gain or loss if the common staas held for more than one year. Long-
term capital gain of a non-corporate United Stateller is eligible for a reduced rate of tax.

Foreign Holders
A “Foreign Holder” is any beneficial owner of thetes or common stock (other than a partnership)ish#ot a United States Holder.

Payments of interest on a note to a Foreign Hajdeerally will not be subject to United States faflevithholding tax provided that:

(1) the Foreign Holder does not actually or coretimely own 10% or more of the total combined vgtpower of all classes of
stock of Level 3 entitled to vote (treating, focchyurpose, any convertible notes of Level 3 hgld Foreign Holder as having been
converted into common stock of Level 3);

(2) the Foreign Holder is not a controlled fore@prporation that is related to Level 3 through ktoanership; and

(3) either (A) the Foreign Holder of the note, ungdenalties of perjury, provides Level 3 or its mipeith its name and address and
certifies that it is not a United States persofB)ra securities clearing organization, bank, treofinancial institution that holds
customers’ securities in the ordinary course ofréigle or business (a “financial institution”) ¢ies to Level 3 or its agent, under
penalties of perjury, that such a statement has temived from the Foreign Holder by it or anotfieancial institution and furnishes
Level 3 or its agent a copy thereof.

For purposes of this summary, we refer to this gxtam of interest from United States federal witlthiog tax as the “Portfolio Interest
Exemption.” The certification described in clau8gdbove may also be provided by a qualified intdiary on behalf of one or more Foreign
Holders or other intermediaries, provided that smtérmediary has entered into a withholding agreetmvith the IRS and certain other
conditions are met. The gross amount of paymerasforeign Holder of interest that does not qudbfythe Portfolio Interest Exemption and
that is not effectively connected to a United Stdtade or business of that Foreign Holder wilsbbject to United States federal withholding
tax at the rate of 30%, unless a United Statesmectax treaty applies to eliminate or reduce suithhelding.

A Foreign Holder generally will be subject to taxthe same manner as a United States Holder wdgieot to payments of interest if
such payments are effectively connected with thelaot of a trade or business by the Foreign Haldére United States and, if an applice
tax treaty so provides, such payment is attribatédlan office or other fixed place of businessntzaned in the United States by such Fort
Holder. Such effectively connected income recelyga@ Foreign Holder that is a corporation may irtaia circumstances be subject to an
additional “branch profits” tax at a 30% rate drpplicable, a lower treaty rate.
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Foreign Holders should consult their own tax adwsegarding any applicable income tax treatiescl@ion the benefit of a tax treaty
to claim exemption from withholding because theiliest income is effectively connected with a Uniidtes trade or business, the Foreign
Holder must provide a properly executed Form W-8BENV-8ECI, as applicable, prior to the paymenintérest.

Sale, Exchange or Redemption of the Notes

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

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

(2) the gain is effectively connected with the cocidof a trade or business of the Foreign Holdeh@nUnited States and, if an
applicable tax treaty so provides, such gain iioattable to an office or other fixed place of lmess maintained in the United States by
such Foreign Holder.

Effectively connected gain generally will be taxteda Foreign Holder in the same manner as to sedr8tates Holder, and if received
by a Foreign Holder that is a corporation may inae circumstances be subject to an additionaribh profits” tax at a 30% rate or, if
applicable, a lower treaty rate.

Any gain realized on the sale, exchange or redemuii a note may be also subject to United Stabestion as effectively connected
income if (a) Level 3 is or has been a United Sta¢al property holding corporation (“USRPHC") fdnited States federal income tax
purposes at any time during the shorter of the-yiwar period preceding the date of the disposiiothe Foreign Holder’s holding period, and
(b) (i) if the notes are not regularly traded oreatablished securities market, the value of thesnowned by the holder on the date of their
acquisition is more than 5% of the total value @f common stock on that date or (ii) if the notes o traded, the holder owned more than
5% of the total value of our notes during the fixear period preceding the date of dispositimoyvided thafor federal income tax purposes
our common stock is considered to be regularlyeiach an established securities market. Additignallthe case of (b)(ii), it is possible that
a Foreign Holder that initially owns 5% or lesgioé total value of the notes may subsequently bsidered to own more than 5% of such
value due to the conversion of the notes into comstock by other holders.

We may be, or may become, a USRPHC. In generakll3will be treated as a USRPHC if the fair mankadue of its United States r
property interests equals or exceeds 50% of ta fimit market value of its United States and nanitétl States real property and its other
assets used or held for use in a trade or busiRegmrdless of whether a disposition of any notexable to the seller pursuant to the rules
regarding USRPHCs, the withholding requirementSedtion 1445 of the Code generally will not be aaille to a purchaser of the notes
financial intermediary involved in any such trartgat (except if non-traded notes are purchased iaraount described above in (b)(i))
provided that our common stock is considered toegelarly traded on an established securities nhankeéer applicable Treasury Regulatic

Conversion of the Notes

In general, no United States federal income tawititholding tax will be imposed upon the conversafra note into common stock by
Foreign Holder except (1) to the extent the comstork is considered attributable to accrued interespreviously included in income,
which may be taxable under the rules set forth-driterest,” (2) with respect to the receipt of caghForeign Holders upon conversion of a
note where any of the conditions described in (Rpabove under “—Sale, Exchange or Redemptich@Notes'is satisfied. Regardless
whether a conversion of any note is taxable testiker pursuant to the rules regarding USRPHCswitteholding requirements of Section
1445 of the Code generally will not be applicalolé.ével 3 or a financial intermediary involved imyasuch transaction (except if non-traded
notes are purchased in an amount described abdbginunder “—Sale, Exchange or Redemption ofXlwges”) provided that our common
stock is considered to be regularly traded on #abéshed trading market under applicable TreaRegulations.
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Sale or Exchange of Common Stock

A Foreign Holder generally will not be subject toitéd States federal income tax or withholdingaaxhe sale or exchange of comn
stock unless either of the conditions described)ror (2) above under “—Sale, Exchange or Redemmpif the Notes” are satisfied or Level
3 is or has been a USRPHC at any time within tloetehof the five-year period preceding such diggmsor such Foreign Holder’s holding
period and our stock is not considered to be reyuleaded at the time of the sale or exchange.

If Level 3 is, or becomes, a USRPHC, so long asthss of stock disposed of is regularly trade@dom®stablished securities market
within the meaning of Section 897(c)(3) of the Coaldly a Foreign Holder of such class who holdbeald actually or constructively, at any
time during the shorter of the five-year periodgae@ing the date of disposition or the Foreign Hotdkolding period, more than 5% of such
class of stock will be subject to United Statesefatlincome tax on the disposition of such stodle €ommon stock is currently regularly
traded on an established securities market. Fgosass of the ownership test described above, agrorolder of notes will be considered as
constructively owning the common stock into whiclels notes are convertible. Regardless of whetldésposition of common stock is
taxable to the seller pursuant to the rules regardiSRPHCs, the withholding requirements of Sectié#5 of the Code generally will not be
applicable to a purchaser of the common stockfovaamcial intermediary involved in any such trangatif our stock is regularly traded.

Distributions on Common Sto

Dividends, if any, paid or deemed paid on the comistock (or deemed dividends on the notes as testeabove under “—
Adjustments to Conversion Rate”) to a Foreign Hplé&cluding dividends that are effectively coneelcivith the conduct of a trade or
business in the United States by such Foreign Hold# be subject to United States federal withing tax at a 30% rate, or lower rate
provided under any applicable income tax treatycepx to the extent that an applicable tax treatgtise provides, a Foreign Holder will be
subject to tax in the same manner as a UnitedsStéttder on dividends paid or deemed paid thaeHeetively connected with the conduct
of a trade or business in the United States by-threign Holder. If such Foreign Holder is a foreaporation, it may in certain
circumstances also be subject to a United Statesith profits” tax on such effectively connectecoime at a 30% rate or such lower rate as
may be specified by an applicable income tax treagen though such effectively connected dividegmdssubject to income tax, and may be
subject to the branch profits tax, they will notdadbject to United States withholding tax if thedign Holder delivers IRS Form W-8ECI to
the payer.

A Foreign Holder of common stock who wishes toroléie benefit of an applicable treaty rate is regpito satisfy applicable
certification requirements. In addition, in the €a$ common stock held by a foreign partnershimtber fiscally transparent entity, the
certification requirement would generally be apglie the partners of the partnership and the pestiiie would be required to provide certain
information. The Treasury Regulations also prova-through rules for tiered partnerships.

Contingent Payments

In certain circumstances, we may be obligated jyohmders amounts in excess of stated interespandipal payable on the notes. Our
obligation to make payments of additional intergsin a registration default, as well as certaimpayts upon a change of control or certain
redemptions, may implicate the provisions of Treg&Regulations relating to contingent payment destruments (“CPDIs”). We intend to
take the position that notes should not be trease@PDIs because of these payments. Assuming ssitfop is respected, a United States
Holder would be required to include in income th&oant of any such payments at the time such payraetreceived or accrued in
accordance with such United States Holder's metfa@tcounting for United States federal incomegasposes. If the IRS successfully
challenged this position, and notes were treatedlRi3ls because of such payments, United Stateskoidight, among other things, be
required to accrue interest income at higher rid&s the interest rates on the notes and to trgagain recognized on the sale or other
disposition of a note as ordinary income rathen tag capital gain. Purchasers of notes are urgednsult 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 aratkup withholding tax may be collected in connettidth payments of principal,
premium, if any, and interest on a note, dividemdg€ommon stock and payments of the proceeds daleeof a note or common stock by a
holder. A United States Holder will not be subjecbackup withholding tax if such United States ditwlprovides its taxpayer identification
number to the paying agent and complies with aextattification procedures or otherwise establisireexemption from backup withholding.
Certain holders, including corporations, are geheret subject to backup withholding.

In addition, a Foreign Holder may be subject toteiStates backup withholding tax on these paymeniess such Foreign Holder
complies with certification procedures to estabtisdit such Foreign Holder is not a United Statesgre The certification procedures requi
by a Foreign Holder to claim the exemption fromhhitlding tax on interest (described above in “—les#") will generally satisfy the
certification requirements necessary to avoid thekbp withholding tax as well.

Backup withholding tax is not an additional taxta, the United States federal income tax liapiit persons subject to backup
withholding tax will be offset by the amount of tasthheld. If backup withholding tax results in amerpayment of United States federal
income taxes, a refund or credit may be obtainewh fihe IRS, provided the required information isfshed.

The preceding discussion of certain United Stategderal income tax considerations is for general infmation only and is not tax
advice. Accordingly, holders of the notes and comnmostock should consult their own tax advisors as tparticular tax consequences to
them of purchasing, holding and disposing of the rtes and the common stock, including the applicabtly and effect of any state, local
or foreign tax laws, and of any proposed changes epplicable law.
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SELLING SECURITYHOLDERS

The notes were originally issued by us in a tratisa@xempt from the registration requirementshef $ecurities Act to persons
reasonably believed to be qualified institutionayérs or other institutional accredited invest@alling securityholders, including their
transferees, pledgees or donees or their successaysdrom time to time offer and sell pursuanthis prospectus any or all of the notes and
common stock into which the notes are convertible.

The following table sets forth information with pest to the selling securityholders and the priacgmounts at maturity of notes
beneficially owned by each selling securityholdettmay be offered under this prospectus. Thenmétion is based on information provided

by or on behalf of the selling securityholders. Bl#ing securityholders may offer all, some or @i the notes or common stock into which
the notes are convertible, if and when convertegtaBse the selling securityholders may offer alane portion of the notes or the common

stock, no estimate can be given as to the amouafotes or the common stock that will be heldhgyselling securityholders upon

termination of any sales. In addition, since theedan which they provided the information regardingir notes, the selling securityholders
identified below may have sold, transferred or oilige disposed of all or a portion of their note¢ransactions exempt from the registration
requirements of the Securities Act. Unless otherislicated below, to our knowledge, no sellingusitggholder named in the table below
beneficially owns one percent or more of our comrstmek, assuming conversion of such selling sgtwltier’'s notes.

Selling Securityholder

ADAR Investment Fund, Ltc

Merrill Lynch Pierce Fenner & Smith, In
Saranc Capital Management L

Severn River Master Fund, Lt

Teachers Insurance and Annuity Association

America

Canyon Value Realization MAC 18, Ltd. (RM

Canyon Capital Arbitrage Master Fund, L

The Canyon Value Realization Fund (Cayman),

Ltd.
Canyon Value Realization Fund, L
MSD TLB, LP

Satellite Convertible Arbitrage Master Fund,

LLC
Satellite Asset Management, L
White River Securities, L.L.C
Bear Stearns & Co., In
Lindon Capital LF
Sunrise Partners Limited Partners
UBS AB London f/b/o HP¢
Tribeca Global Investments Lt
Context Convertible Arbitrage Fund, |

Context Convertible Arbitrage Offshore, L

Lycor/Context Fund, Ltd

National Bank of Canac

Univest Convertible Arbitrage Fund Il Ltd.
(Norshield)

AHFP Contexi

CNHCA Master Account, LI

Sturgeon Limitec

Principal Amount of Notes
at Maturity

Number of Shares of Common Stock

2%

Beneficially ngrcl\tlagttsge
O\ggi(rje?jnd Outstanding Beon\?vf:zglly Offered Owned After OF\’lsrzce%n,tAaft?eer
Hereby @)(2) Hereby the Offering(3) the Offering(4)
7,400,001 2% 1,857,43 1,857,43 0
41,891,00 12% 10,514,80 10,514,80 0
5,000,001 1% 1,255,02 1,255,02 0
6,500,00! 2% 1,631,52 1,631,52 7,41¢
1,600,00! @ 401,60¢ 401,60¢ 0
1,620,00! * 406,62¢ 406,62¢ 0
8,100,001 2% 2,033,13 2,033,13: 0
11,070,00 3% 2,778,61 2,778,61. 0
4,050,001 1% 1,016,56! 1,016,56! 0
16,500,00 5% 4,141 56! 4,141,561 13,927,58
16,000,00 5% 4,016,06. 4,016,06: 0
15,000,00 4% 3,765,06! 3,765,06! 728,05(
1,500,00! @ 376,50¢ 376,50¢ 0
1,500,00! * 376,50t 376,50t 0
1,660,00! * 416,66 416,66 0
13,340,00 4% 3,348,39. 3,348,39 0
5,000,001 1% 1,255,02 1,255,02 0
6,500,001 2% 1,631,52 1,631,520 0
500,00( * 125,50: 125,50: 0
1,500,00! * 376,50t 376,50t 0
600,00( * 150,60: 150,60: 0
550,00( * 138,05 138,05 0
100,00( * 25,10( 25,10( 0
250,00( * 62,75 62,75! 0
250,00( * 62,75 62,75. 0
83,00( * 20,83: 20,83: 0
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Selling Securityholder

Lyxor/Convertible Arbitrage Fund Limite

Singlehedge US Convertible Arbitrage Ft

CooperNeff Convertible Strategies (Cayman) Mas
Fund, LP

BNP Paribas Equity Strategies, S|

Guggenheim Portfolio Company VIII (Cayman), L

Fore ERISA Fund, Ltc

Fore Convertible Master Fund, Lt

MAN MAC |, LIMITED

Basso Mult-Strategy Holding Fund Ltc

Whitebox Convertible Arbitrage Partners, L

UBS O’Connor LLC f/b/o O’Connor Global
Convertible Arbitrage Master Limite

KBC Financial Products USA, In

* Less than 1%

Principal Amount of Notes

at Maturity Number of Shares of Common Stock
Beneficially ngr(;\(legttssge
O d and : Beneficiall P t
v(;?ere?jn Outstanding eOn\?vrllzg Y Offered Owned After Ovsr:ZZnA??eer
Hereby 1)(2) Hereby the Offering(3)  the Offering(4)
67,00( * 16,81: 16,81: 0
109,00( * 27,35¢ 27,35¢ 0
336,00( * 84,33 84,33 0
405,00( * 101,65¢ 101,65¢ 28,40:
3,000,001 * 753,01: 753,01: 0
2,000,001 * 502,00¢ 502,00¢ 0
13,000,00 4% 3,263,05. 3,263,05: 0
6,500,001 2% 1,631,521 1,631,52 0
3,000,001 * 753,01 753,01 0
16,750,00 5% 4,204,331 4,204,31 0
4,000,001 1% 1,004,01r 1,004,0L 0
1,000,00t * 251,00« 251,00« 0

(1) Information regarding the selling securityhaklenay change from time to time. Any such changéatination will be set forth in
amendments or supplements to this prospectus iidueth necessar
(2) Assumes for each $1,000 in aggregate prineipadunt at maturity of notes the number of sharesiotommon stock to be issued is
determined by dividing $1,000 by the conversioe &t251.004 per share of our common st
(3) Assumes that any other holders of notes orfatuye transferee from any holder does not beraficown any common stock other than

common stock into which the notes are convert

(4) Percentage ownership is based on 694,333,G88slf our common stock outstanding as of May0852lus such shares of common
stock into which securities of such securityholahety be convertec

Information concerning the selling securityholderay change from time to time and any changed indion will be set forth in
supplements to this prospectus if and when necedsaaddition, the conversion price, and thereftiie number of shares of common stock
issuable upon conversion of the notes, is subjeatijustment under certain circumstances. Accolgitige aggregate principal amount at
maturity of notes and the number of shares of comstock into which the notes are convertible maydase or decrease.
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PLAN OF DISTRIBUTION

The selling securityholders and their successocduding their transferees, pledgees or donedseir successors, may sell the secur
hereby registered to purchasers or through undiemsyibroker-dealers or agents, who may receivepeosation in the form of discounts,
concessions or commissions from the selling sedwitlers or the purchasers of the securities hemeigtered. These discounts, concessions
or commissions as to any particular underwriteokbr-dealer or agent may be in excess of thosemmasy in the types of transactions
involved.

The securities hereby registered may be sold inoomeore transactions at fixed prices, at prevailimrket prices at the time of sale, at
prices related to the prevailing market pricesaaying prices determined at the time of sale taregyotiated prices. These sales may be
effected in transactions, which may involve crosselslock transactions:

. on any national securities exchange or quotatiovig2on which the notes or the common stock malysbed or owed at the time
of sale;

. in the over-the-counter market;
. in transactions otherwise than on these exchangssreices or in the over-the-counter market; or

. through the writing of options.

In connection with the sale of the securities hgnelgistered or otherwise, the selling securitypddnay enter into hedging transact
with broker-dealers, which may in turn engage iorsbales of the securities hereby registereddsecbut their short positions, or loan or
pledge the securities hereby registered to brokateds that in turn may sell these securities.

The aggregate proceeds to the selling securityhofdem the sale of the securities registered hebgtthem will be the purchase price
of the securities less discounts and commissiéasyi. The selling securityholders reserves thitrig accept and, together with their agents
from time to time, to reject, in whole or in paatyy proposed purchase of securities to be madetlgiar through agents. We will not receive
any of the proceeds from this offering.

Our outstanding common stock is listed for tradinghe Nasdaqg National Market. We do not intenlistahe notes for trading on any
national securities exchange or on the Nasdaq haltidarket and can give no assurance about thdaj@went of any trading market for the
notes. See “Risk Factors—There is no public mdikethe notes, which could limit their market prieyour ability to sell them.”

In order to comply with the securities laws of sostetes, if applicable, the securities register@liy may be sold in these jurisdictions
only through registered or licensed brokers orelsaln addition, in some states the securitiestegd hereby may not be sold unless they
have been registered or qualified for sale or am®tion from registration or qualification requirents is available and is complied with.

The selling securityholders and any underwriterskér-dealers or agents that participate in the shthe securities registered hereby
may be “underwriters” within the meaning of SectR{i1) of the Securities Act. Any discounts, consitas, concessions or profit they earn
on any resale of the shares may be deemed to leewariithg discounts and commissions under the SesiAct. Selling securityholders wi
are “underwriters” within the meaning of Sectiod 2 of the Securities Act will be subject to thegpectus delivery requirements of the
Securities Act and may be subject to statutonilligds, including, but not limited to, liabilitymder Sections 11, 12 and 17 of the Securities
Act and Rule 10b-5 under the Exchange Act. ThéngeHlecurityholders have acknowledged that it ustdeds its obligations to comply with
the provisions of the Exchange Act and the rulesahnder relating to stock manipulation, partidyl&egulation M.
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To our knowledge, there are currently no plangrayements or understandings between any sellingigdwlder and any underwriter,
broker-dealer or agent regarding the sale of thar#ees registered hereby. The selling securitgacd may not sell any securities described in
this prospectus and may not transfer, devise othgke securities by other means not describdusmprospectus. In addition, any securities
covered by this prospectus which qualify for salespant to Rule 144 or Rule 144A of the Securiiesmay be sold under Rule 144 or Rule
144A rather than pursuant to this prospectus.

To the extent required, the specific securitiekeaold, the respective purchase prices and paoféicdng prices, the names of any agt
dealer or underwriter, and any applicable commissir discounts with respect to a particular offérbe set forth in an accompanying
prospectus supplement or, if appropriate, a pdetgfe amendment to the registration statememthoch this prospectus is a part.

We entered into a registration rights agreementtferbenefit of holders of the notes to registeirthotes and common stock under
applicable federal and state securities laws ugplecific circumstances and at specific times. Huygstration rights agreement provides for
cross-indemnification of the selling securityhokland us and our respective directors, officerscamdrolling persons against specific
liabilities in connection with the offer and saletioe notes and the common stock, including liéibdi under the Securities Act. We will pay
substantially all of the expenses incurred by #ikng securityholders incident to the offering asale of the notes and the underlying
common stock.

Under the registration rights agreement, we argatdd to use our reasonable best efforts to Keepegistration statement of which 1
prospectus is a part effective until the earlier of
. two years after the latest date of original isseasfcany of the notes;

. the date when all registrable securities shall Hman registered under the Securities Act and despof; and

. the date on which all registrable securities aigil#é to be sold to the public pursuant to Ruld(kd under the Securities Act.

Our obligation to keep the registration statememnwhich this prospectus relates effective is sulifespecified, permitted exceptions set
forth in the registration rights agreement. In theases, we may prohibit offers and sales of thesreind shares of common stock pursuant to
the registration statement to which this prospentiaes.

We may suspend the use of this prospectus if wa lgfaany event that causes this prospectus tadiechn untrue statement of a
material fact required to be stated in the prospeot necessary to make the statements in theqotspnot misleading in light of the
circumstances then existing. If this type of ewastturs, a prospectus supplement or post-effecthnendment, if required, will be distributed
to each selling securityholder. Each selling seghalder has agreed not to trade securities fraatithe the selling securityholders receive
notice from us of this type of event until the gegjlsecurityholders receive a prospectus suppleoreatnendment. This time period will not
exceed 45 days in any ninety-day period or 90 dagstwelve-month period. See “Description of NetdRegistration Rights.”

VALIDITY OF SECURITIES

The validity of the securities offered under thiegpectus will be passed upon for us by WillkierBaGallagher LLP, New York, New
York.

EXPERTS

The consolidated financial statements of Level &g@minications, Inc. and subsidiaries as of Decer@beR004 and 2003, and for each
of the years in the three-year period ended Decethe2004, and management’s assessment of thaieéieess of internal control over
financial reporting as of December 31, 2004, haaenb
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incorporated by reference herein in reliance upenréports of KPMG LLP, independent registered igudtcounting firm, incorporated by
reference herein, and upon the authority of said &s experts in accounting and auditing. The aegibrt covering the December 31, 2004
financial statements refers to a change in accogriitir goodwill and other intangible assets in 2608 for asset retirement obligations in
2003.

INCORPORATION OF DOCUMENTS BY REFERENCE

This prospectus incorporates by reference someeofeports, proxy and information statements ahdrahformation that we have filed
with the SEC under the Exchange Act. This meanisvikaare disclosing important business and finadrcfarmation to you by referring you
to those documents. The information that we fiterlavith the SEC will automatically update and sspde this information. We incorporate
by reference the documents listed below and anyédtifilings made with the SEC under sections 13(&{¢), 14 or 15(d) of the Exchange /
until all of the securities offered by this prospescare sold:

. Annual Report on Form 10-K for the fiscal year eshddecember 31, 2004;
. Quarterly Report on Form 10-Q for the quarter endadch 31, 2005;

. Current Reports on Form 8-K filed on January 133@-ebruary 22, 2005, February 24, 2005, Febr2ay2005, April 8, 2005,
May 13, 2005, May 18, 2005 and May 23, 2005;

. The description of our common stock contained inRegistration Statements on Form 8-A/A (SEC Fite 800-15658) filed on
April 1, 1998, including any amendments or repéitésl for the purpose of updating such descript

Any statements made in a document incorporate@fgyance in this prospectus is deemed to be mddifisuperseded for purposes of
this prospectus to the extent that a statemethitisrprospectus or in any other subsequently fileclchent, which is also incorporated by
reference, modifies or supersedes the statemegtsiatement made in this prospectus is deemed noookfied or superseded to the extent a
statement in any subsequently filed document, wisiéhcorporated by reference in this prospectugdifies or supersedes such statement.
Any statement so modified or superseded will notlbemed, except as so modified or supersedednsiittde a part of this prospectus.

The information relating to us contained in thiegpectus should be read together with the infoonati the documents incorporated
reference. In addition, certain information, indhgifinancial information, contained in this prospes or incorporated by reference in this
prospectus should be read in conjunction with dantswe have filed with the SEC.

We will provide to each person, including any bériaf holder, to whom a prospectus is deliveredjyatost, upon written or oral
request, a copy of any or all of the informatioatthas been incorporated by reference in the pebspbut not delivered with the prospectus.
Requests for documents should be directed to lav&stlations, Level 3 Communications, Inc., 1028deddo Boulevard, Broomfield,
Colorado 80021 (720-888-1000). Exhibits to thebeds will not be sent unless those exhibits haeerbspecifically incorporated by
reference in such filings.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information requirementhefExchange Act and file reports, proxy statemantsother information with the
SEC. We are required to file electronic versionghese documents with the SEC. Our reports, priatgsents and other information can be
inspected and copied at prescribed rates at thiicpaberence facilities maintained by the SECuwtidiary Plaza, 450 Fifth Street, N.W.,
Washington D.C. 20549. Please call the SEC at 2S#00-0330 for further information on the publicenefnce rooms. The SEC also
maintains a website that contains reports, proxyiaformation statements and other informationluding electronic versions of our filings.
The website address is http://www.sec.gov.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Distributio

The following table sets forth the various expensgble by us in connection with the sale andiligion of the securities being
registered hereby. We are paying all of the seliagurityholder’s expenses related to this offerexgept that the selling securityholders will
pay any applicable broker's commissions and exge@deamounts are estimated except the SecudtiesExchange Commission
registration fee.

Securities and Exchange Commission registratiol $ 40,60°
Transfer Ager’'s, Truste’s and Deposita’s fees and expens 6,00(
Legal fees and expens 50,00(
Accounting fees and expens 10,00(
Printing and engraving fees and exper 15,00(
Total $121,60°

Iltem 15. Indemnification of Directors and Officers.

Section 145 of the Delaware General Corporation (the “DGCL”") empowers a Delaware corporation tdémnify any person who
was or is a party or is threatened to be madety paany threatened, pending or completed actait,or proceeding, whether civil, criminal,
administrative or investigative (other than anactdy or in the right of such corporation) by reasdthe fact that such person is or was a
director, officer, employee or agent of such cogpion, or is or was serving at the request of suporation as a director, officer, employee
or agent of another corporation or enterprise. Baration may, in advance of the final action of aivil, criminal, administrative or
investigative action, suit or proceeding, pay tkgemses (including attorneys’ fees) incurred by affiger, director, employee or agent in
defending such action, provided that the directasfficer undertakes to repay such amount if itllshiimately be determined that he or sh
not entitled to be indemnified by the corporatidrcorporation may indemnify such person againseasps (including attorneys’ fees),
judgments, fines and amounts paid in settlemeniatigtand reasonably incurred by such person imeotion with such action, suit
proceeding if he or she acted in good faith ana inanner he or she reasonably believed to benotaspposed to the best interests of the
corporation, and, with respect to any criminal@ctdr proceeding, had no reasonable cause to bdiiswor her conduct was unlawful.

A Delaware corporation may indemnify officers arigedtors in an action by or in the right of the poration to procure a judgment in
its favor under the same conditions, except thahdemnification is permitted without judicial agwal if the officer or director is adjudged
be liable to the corporation. Where an officer mector is successful on the merits or otherwisthendefense of any action referred to above,
the corporation must indemnify him or her agaihstéxpenses (including attorneys’ fees) which heheractually and reasonably incurred in
connection therewith. The indemnification providedot deemed to be exclusive of any other rightshich an officer or director may be
entitled under any corporation’s by-law, agreemeate or otherwise.

In accordance with Section 145 of the DGCL, Artigleof the Restated Certificate of Incorporatiohgt‘Certificate”) of Level 3
Communications, Inc. (the “Company”) and the ConyaBy-Laws (the “By-Laws”) provide that the Compashall indemnify each person
who is or was a director, officer or employee & @ompany (including the heirs, executors, adnrimists or estate of such person) or is or
was serving at the request of the Company as direafficer or employee of another corporation tparship, joint venture, trust or other
enterprise, to the fullest extent permitted unddasgctions 145(a), (b), and (c) of the DGCL or angcessor statute. The indemnification
provided by the Certificate and the Bgws shall not be deemed exclusive of any othdatsitp which any of those seeking indemnificatio
advancement of expenses may be entitled underyafamh agreement, vote of stockholders or disirgtr@ directors or otherwise, both as to
action in his or her official capacity and as tti@cin another capacity while holding such offie@d shall continue as to a person who has
ceased to be a director, officer, employee or agedtshall inure to the benefit of the heirs, exmmuand administrators of such a person.
Expenses (including attorneys’ fees) incurred ifedding a civil, criminal,
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administrative or investigative action, suit or ggeding upon receipt of an undertaking by or oraliedi the indemnified person to repay s
amount if it shall ultimately be determined thatdreshe is not entitled to be indemnified by ther(pany. The Certificate further provides t

a director of the Company shall not be personalyl¢ to the Company or its stockholders for monyetamages for breach of fiduciary duty
as a director, except for liability (i) for any lah of the director’s duty of loyalty to the Compaor its stockholders, (ii) for acts or omissions
not in good faith or which involve intentional miswuct or a knowing violation of law, (iii) undee&ion 174 of the DGCL, or (iv) for any
transaction from which the director derived an iogar personal benefit. If the DGCL is amended thanize corporate action further
eliminating or limiting the personal liability ofireéctors, then the liability of a director of th@@pany shall be eliminated or limited to the
fullest extent permitted by the DGCL as so amended.

The By-Laws provide that the Company may purchasknaaintain insurance on behalf of its directofficers, employees and agents
against any liabilities asserted against such peradising out of such capacities.

Iltem 16. Exhibits.

3.1 Restated Certificate of Incorporation dated MarthI®98 (incorporated by reference to Exhibit thi® Registrant’s Form 8-filed
on April 1, 1998),
3.2 Certificate of Amendment of Restated Certificaténaiorporation of Level 3 Communications, Inc. ¢ngorated by reference to

Exhibit 3.01 to the Registre’s Current Report on Forn-K filed on June 3, 1999

3.3 Specimen Stock Certificate of Common Stock, pane&.01 per share (incorporated by reference tdbExto the Registrant’s
Form ¢-A filed on April 1, 1998).

3.4 Amended and Restated By-laws as of November 6, g@08rporated by reference to Exhibit 3 to the Rggnt’s Current Report
on Form K filed on November 7, 2003

3.5 Form of Certificate of Designations, Number, Votidgwers, Preferences and Rights of Series B CahilesRreferred Stock
(incorporated by reference to Exhibit 1.3 to thgiRan’s Current Report on Forn-K filed on July 9, 2002)

4.1 Purchase Agreement, dated as of November 17, 200dng the Registrant and the Initial Purchaseco(porated by reference to
Exhibit 1.1 to the Registrg’s Current Report on Forn-K filed on November 23, 2004
4.2 Indenture, dated as of December 2, 2004, betweeRd¢gistrant and The Bank of New York as Trustéing to the Registrant's 5

1/ 4% Senior Notes due 2011. (incorporated by referém&xhibit 4.1 to the Registrant’s Current RepirtForm 8-K filed on
December 7, 200

4.3 Registration Rights Agreement, dated as of NovertileP004, among the Registrant and the InitiatRasers (incorporated by
reference to Exhibit 4.1 to the Regist’'s Current Report on Forn-K filed on November 23, 2004

5.1* Opinion of Willkie Farr & Gallagher LLF

12.1 Statement re: Computation of Ratios (incorporatedelierence to Exhibit 12.1 of the Registrant’s Rergtion 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 Exhibit 5.1).
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24.1 Power of Attorney (included on the signature pageto).
25.1 Form of 1-1 Statement of Eligibility of the Trustee relatittgthe %% Convertible Senior Notes due 20:

* To be filed by amendmer

Item 17. Undertakings.
(a) The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers ales are being made, a post-effective amendmehistoegistration statement
(i) to include any prospectus required by Sectidoa}(3) of the Securities Act of 1933,

(i) to reflect in the prospectus any facts or dgarising after the effective date of the regisirastatement (or the most
recent post-effective amendment thereof) whichividdally or in the aggregate represent a fundaaderitange in the information
set forth in the registration statement. Notwithdiag the foregoing, any increase or decrease lumve of securities offered (if tl
total dollar value of securities offered would eateed that which was registered) and any devidttwon the low or high end of
the estimated maximum offering range may be redlbat the form of prospectus filed with the Comnaegpursuant to Rule 424
(b) if, in the aggregate, the changes in volumeg@iak represent no more than a 20% change in ghénnum aggregate offering
price set forth in the “Calculation of Registratibae” table in the effective registration statemand

(iii) to include any material information with resgt to the plan of distribution not previously désed in the registration
statement or any material change to such informatidhe registration statement.

(2) That, for the purpose of determining any ligpilinder the Securities Act, each pesfective amendment shall be deemed t
a new registration statement relating to the s#éearoffered therein, and the offering of such siéies at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a mffgetive amendment any of the securities beingsteged which remain unsc
at the termination of the offering.

(b) The undersigned hereby undertakes that, fqgqaas of determining any liability under the SegsiAct, each filing of the
registrant’s annual report pursuant to Section Y18(&ection 15(d) of the Securities Exchange Adt384, as amended (and, where
applicable, each filing of an employee benefit fdamnual report pursuant to Section 15(d) of theusities Exchange Act of 1934, as
amended) that is incorporated by reference inghéstration statement shall be deemed to be a egistration statement relating to the
securities offered therein, and the offering oftsgecurities as that time shall be deemed to banitied bona fide offering thereof.

(c) The undersigned registrant hereby undertakedsliver or cause to be delivered with the progpedb each person to whom the
prospectus is sent or given, the latest annuakrépgecurity holders that is
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incorporated by reference in the prospectus amdghed pursuant to and meeting the requiremerf&utd 14a-3 or Rule 14c-3 under the
Securities Exchange Act of 1934; and, where intémrancial information required to be presentedAbticle 3 of Regulation S-X is not set
forth in the prospectus, to deliver, or cause tal&lézered to each person to whom the prospectsisrisor given, the latest quarterly report
that is specifically incorporated by referencehia prospectus to provide such interim financiabiinfation.

(d) Insofar as indemnification for liabilities ang under the Securities Act of 1933 may be pegditb directors, officers and
controlling persons of the registrant pursuanhtforegoing provisions, or otherwise, the regidtias been advised that in the opinion of
Securities and Exchange Commission such indemtidités against public policy as expressed in tlet ad is, therefore, unenforceable. In
the event that a claim for indemnification agamsth liabilities (other than the payment by thdastegnt of expenses incurred or paid by a
director, officer or controlling person of the rsfgant in the successful defense of any actiomosyroceeding) is asserted by such director,
officer or controlling person in connection withethecurities being registered, the registrant willess in the opinion of its counsel the me
has been settled by controlling precedent, sulatdourt of appropriate jurisdiction the questidmether such indemnification by it is
against public policy as expressed in the Secarfigt and will be governed by the final adjudicatif such issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the Registrant certifies that it has reaste grounds to believe that it meets
all the requirements for filing on Form S-3 and Haly caused this Registration Statement to beesigm its behalf by the undersigned,
thereunto duly authorized, in Broomfield, Coloradn,May 26, 2005.

LEVEL 3 COMMUNICATIONS, INC.

By: /s/ James Q. Crowe

Name: James Q. Crow
Title: Chief Executive Office

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each individwehose signature appears below constitutes andiagprhomas C.
Stortz and Neil J. Eckstein, as his true and laaftdrney-in-fact and agent for the undersignedh Will power of substitution, for and in the
name, place and stead of the undersigned to sigfilarwith the Securities and Exchange Commissinder the Securities Act of 1933, as
amended, (i) any and all pre-effective and postatife amendments to this registration statema&ngn(y registration statement relating to
this offering that is to be effective upon filingnsuant to Rule 462(b) under the Securities A&9#3, as amended, (iii) any exhibits to any
such registration statement or pre-effective otjeffective amendments, (iv) any and all applicasiand other documents in connection with
any such registration statement or pre-effectivpamt-effective amendments, and generally to dthadgs and perform any and all acts and
things whatsoever requisite and necessary or tsita enable Level 3 Communications, Inc. to convgth the provisions of the Securities
Act of 1933, as amended, and all requirementseoBtcurities and Exchange Commission.

Pursuant to the requirements of the SecuritiesoAtB33, this Registration Statement has been diggehe following persons in the
capacities and on the dates indicated.

Name Title Date

/sl Walter Scott, Jr. Chairman of the Board May 26, 2005
Walter Scott, Jr

/sl James Q. Crowe Chief Executive Officer and Director May 26, 2005
James Q. Crow

/sl Sunit S. Patel Group Vice President and Chief Financial Officer May 26, 2005
Sunit S. Pate

/sl Eric J. Mortensen Sr. Vice President and Controller (Principal May 26, 2005

Accounting Officer)
Eric J. Mortensel

/sl James O. Ellis, Jr. Director May 26, 2005

James O. Ellis, J

/sl Richard R. Jaros Director May 26, 2005

Richard R. Jaro

/s/ Robert E. Julian Director May 26, 2005

Robert E. Julial

/s/ Arun Netravali Director May 26, 2005

Arun Netravali
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Name Title Date
/s/ John T. Reed Director May 26, 2005
John T. Ree:
/sl Michael B. Yanney Director May 26, 2005
Michael B. Yanne)
/sl Albert C. Yates Director May 26, 2005
Albert C. Yates
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
Level 3 Communications, Inc.:

We consent to use of our reports dated March 1@5 20ith respect to the consolidated balance slofdtsvel 3 Communications, Inc. and
subsidiaries as of December 31, 2004 and 2003thencklated consolidated statements of operataas) flows, changes in stockholders’
equity (deficit), and comprehensive loss for eatctihe years in the three-year period ended DeceBibe2004, management’'s assessment of
the effectiveness of internal control over finahcporting as of December 31, 2004, and the effecess of internal control over financial
reporting as of December 31, 2004 incorporatedihénereference and to the reference to our firrdaurthe heading “Experts” in the
prospectus.

Our report refers to a change in the method of @uiog for goodwill and other intangible asset2@92 and for asset retirement obligations
in 2003.

/sl 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)0

THE BANK OF NEW YORK
(Exact name of trustee as specified in its charter)

New York 13-5160382
(State of incorporation (I.LR.S. employer
if not a U.S. national banl identification no.)



One Wall Street, New York, N.\
(Address of principal executive office

Delaware
(State or other jurisdiction of
incorporation or organizatiol

1025 Eldorado Blvd.
Broomfield, CO
(Address of principal executive office

10286
(Zip code)

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

47-0210602
(I.LR.S. employer
identification no.)

80021
(Zip code)

5 1/ 4% Convertible Senior Notes due 2011
(Title of the indenture securities)




16.

General information. Furnish the following information as to the Trustee:
(@) Name and address of each examining or supervisingithority to which it is subject.

Name Address

Superintendent of Banks of the State of New York One State Street, New York, N.Y.
100041417, and Albany, N.Y. 1222

Federal Reserve Bank of New Yc 33 Liberty Street, New York, N.Y. 100«

Federal Deposit Insurance Corporat Washington, D.C. 2042

New York Clearing House Associatis New York, New York 1000!

(b) Whether it is authorized to exercise corporate truspowers.
Yes.

Affiliations with Obligor.
If the obligor is an affiliate of the trustee, deskdbe each such affiliation.
None.

List of Exhibits.

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

1. A copy of the Organization Certificate of The BasfiNew York (formerly Irving Trust Company) as namveffect, which contair
the authority to commence business and a granbwéps to exercise corporate trust powers. (ExHilbit Amendment No. 1 to
Form T-1 filed with Registration Statement No. 386, Exhibits 1a and 1b to Form T-1 filed with Reation Statement No. 33-
21672, Exhibit 1 to Form T-1 filed with Registrati®tatement No. 33-29637 and Exhibit 1 to Formfiletl with Registration
Statement No. 3--121195.)

4. A copy of the existing B-laws of the Trustee. (Exhibit 4 to Forr-1 filed with Registration Statement No. -121195.)
-2-



The consent of the Trustee required by Sect®ir{l§ of the Act. (Exhibit 6 to Form T-1 filed wifRegistration Statement No. 333-

106702.)
A copy of the latest report of condition of fheistee published pursuant to law or to the requéngts of its supervising or

examining authority
-3-



SIGNATURE

Pursuant to the requirements of the Act, the Teystée Bank of New York, a corporation organized existing under the laws of the
State of New York, has duly caused this statemeeligibility to be signed on its behalf by the w@rdigned, thereunto duly authorized, all in
The City of New York, and State of New York, on &@th day of May, 2005.

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 ofdsusiness December 31, 2004, published in daoce with a call made by the Federal
Reserve Bank of this District pursuant to the mimns of the Federal Reserve Act.

Dollar Amounts

In Thousands

ASSETS
Cash and balances due from depository instituti

Noninteres-bearing balances and currency and ¢ $ 3,866,50

Interes-bearing balance 8,455,17!
Securities

Held-to-maturity securitie: 1,885,66!

Available-for-sale securitie 20,781,50
Federal funds sold and securities purchased umpieements to rese

Federal funds sold in domestic offic 3,730,00

Securities purchased under agreements to 1 847,80!
Loans and lease financing receivab

Loans and leases held for s 0

Loans and leases, net of unearned inc 36,195,74

LESS: Allowance for loan and lease los 587,61:

Loans and leases, net of unearned income and altm 35,608,13
Trading Asset: 4,174,52.
Premises and fixed assets (including capitalizedds, 949,42
Other real estate ownu 754
Investments in unconsolidated subsidiaries andcésteal companie 268,36t
Customer’ liability to this bank on acceptances outstanc 52,80(
Intangible asset

Goodwill 2,746,40.

Other intangible asse 758,13



Other asset

Total asset

LIABILITIES
Deposits;
In domestic office!
Noninteres-bearing
Interes-bearing
In foreign offices, Edge and Agreement subsidiaesl IBF<
Noninteres-bearing
Interes-bearing
Federal funds purchased and securities sold umgteements to repurcha
Federal funds purchased in domestic offi
Securities sold under agreements to repurc
Trading liabilities
Other borrowed money: (includes mortgage indebtsslaed obligations under capitalized lea
Not applicable
Bank s liability on acceptances executed and outstar
Subordinated notes and debentt
Other liabilities

Total liabilities

Minority interest in consolidated subsidiar

EQUITY CAPITAL

Perpetual preferred stock and related sur
Common stocl

Surplus (exclude all surplus related to prefertedl9
Retained earning

Accumulated other comprehensive inca

Other equity capital componer

Total equity capita

Total liabilities, minority interest, and equitypital

8,013,23

$92,138,42

$41,480,13
16,898,52
24,581,60
24,028,72
576,43:
23,452,29

1,040,43.

491,000
2,724,93
4,780,57

54,517
2,390,001
6,901,01.

$83,891,32

140,49¢

0
1,135,28.
2,087,22,
4,892,421

-8,32:

0

8,106,60:

$92,138,42



I, Thomas J. Mastro, Senior Vice President and Guotier of the above-named bank do hereby declaethis Report of Condition is
true and correct to the best of my knowledge arigfbe

Thomas J. Mastro,
Senior Vice President and Comptroller

We, the undersigned directors, attest to the cbress of this statement of resources and lialslitiée declare that it has been examined
by us, and to the best of our knowledge and bbhsfbeen prepared in conformance with the instmstand is true and correct.

Gerald L. Hassell
Alan R. Griffith

Thomas A. Renyi
] Directors

End of Filing
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