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As filed with the Securities and Exchange Commissinon December 5, 2006
Registration No. 333-

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-4

REGISTRATION STATEMENT
UNDER THE
SECURITIESACT OF 1933

LEVEL 3 FINANCING, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 1221, 481: 47-073580%
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)

LEVEL 3 COMMUNICATIONS, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 1221, 481: 47-0210602
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)

1025 Eldorado Boulevard, Broomfield, Colorado 80021

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

Thomas C. Stortz, Esq.
Executive Vice President and Chief Legal Officer
1025 Eldorado Boulevard
Broomfield, Colorado 80021
(720) 888-1000
(Name, address, including zip code, and telephon@imber, including area code, of agent for service)
with a copy to:

John S. D’Alimonte
David K. Boston
Willkie Farr & Gallagher LLP
787 Seventh Avenue
New York, New York 10019
(212) 728-8000

Approximate date of commencement of proposed salé the securities to the public: As soon as practicable after this Registration
Statement becomes effective.

If any of the securities being registered on thisf are to be offered in connection with the foliorabf a holding company and there is
compliance with General Instruction G, check thofeing box. O

If this form is filed to register additional sedigs for an offering pursuant to Rule 462(b) unither Securities Act, check the following
box and list the Securities Act registration staaatmumber of the earlier effective registratiatesent for the same offerind

If this form is a post effective amendment filedguant to Rule 462(d) under the Securities Actckhbe following box and list the
Securities Act registration statement number ofghidier effective registration statement for taeng offering. O

CALCULATION OF REGISTRATION FEE

Proposed Maximum

Proposed Maximum Amount of
Title of Each Class of Amount to be Aggregate Registration
Securities to be Registered Registered Offering Price(1) Offering Price Fee
9.25% Senior Notes due 20 $600,000,00 10C% $ 600,000,00 $ 64,20(
Guarantees of the Notes listed above by Level 3
Communications, Inc (2 (2 (2 (2
Total $600,000,00 10C% $ 600,000,00 $ 64,20(

(1) Estimated solely for the purpose of calculatingrégistration fee



(2) No separatconsideration will be received for the guaranteekdwvel 3 Communications, Inc. Pursuant to Rule(@h/o registration fe
is payable with respect to the guarant

The Registrant hereby amends this Registration Stament on such date or dates as may be necessarylétay its effective date
until the Registrant shall file a further amendmentthat specifically states that this Registration Sttement shall thereafter become
effective in accordance with Section 8(a) of the Berities Act of 1933, as amended, or until this Resgtration Statement shall become
effective on such date as the Securities and ExchlggnCommission, acting pursuant to said Section 8(aphay determine.




Table of Contents

The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

Subject to completion, dated December 5, 2006

Level(3)

OHMUOMNICATIONS

Level 3 Financing, Inc.

Offer to Exchange
$600,000,000 principal amount of our 9.25% Senior dtes due 2014

This is an offer to exchange new 9.25% Senior Ndtes2014 (the “new notes”) for Level 3 Financing.Is (the “Issuer”) currently
outstanding 9.25% Senior Notes due 2014 (the “oaigiotes”).

Prospectus

Terms of Exchange Offer
* The exchange offer expires at 5:00 p.m., New Ydtl tine, on , unless it is extend

« There is no established trading market for the netes, and Level 3 does not intend to apply fdinigsof the new notes on any
securities exchang

See" Risk Factors” beginning on page 16 for a discussion of mattethat participants in the exchange offer should cornider.

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

The date of this prospectus is
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This prospectus incorporates important businesdinadcial information about the Issuer and Lev€@nmunications, Inc. that is not
included in or delivered with this prospectus. Le¥&vill provide this information to you at no clyg upon written or oral request directed to:
Senior Vice President, Investor Relations, LevE€dnmunications, Inc., 1025 Eldorado Blvd., BroondfjeCO 80021, 720-888-2500. In
order to ensure timely delivery of the informatiany request should be made by

Each broker-dealer that receives new notes fawits account pursuant to the exchange offers mbstoadedge that it will deliver a
prospectus in connection with any resale of suethrmates. The letter of transmittal states thatdaeknowledging and by delivering a
prospectus, a broker-dealer will not be deemeditoitathat it is an “underwriter” within the meaning the Securities Act. This prospectus, as
it may be amended or supplemented from time to,tmey be used by a broker-dealer in connection relales of new notes received in
exchange for original notes where such new notes aequired by such broker-dealer as a result oketanaking activities or other trading
activities. The Issuer and Level 3 Communicatidns, have agreed that, starting on the date héteef‘Expiration Date”) and ending on the
close of business on the day that is 180 daysvilig the Expiration Date, they will make this prespus available to any broker-dealer for
use in connection with any such resale. See “Pil@istribution.”

Neither Level 3 Financing, Inc. nor Level 3 Commuations, Inc. has authorized any person to giveayguinformation or to make any
representations about the exchange offer othertties® contained in this prospectus. If you aremiany information or representations that
are not discussed in this prospectus, you mustafpbn that information or those representatidiss prospectus is not an offer to sell or a
solicitation of an offer to buy any securities athigan the securities to which it relates. In additthis prospectus is not an offer to sell or the
solicitation of an offer to buy those securitiesiny jurisdiction in which the offer or solicitatios not authorized, or in which the person
making the offer or solicitation is not qualifiedl do so, or to any person to whom it is unlawfuirtake an offer or solicitation. The delivery
of this prospectus and any exchange made undepribspectus do not, under any circumstances, niedithtere has not been any change in
the affairs of Level 3 Financing, Inc. or Level 8r@munications, Inc. since the date of this progpeot that information contained in this
prospectus is correct as of any time subsequédtd date.
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Cautionary Factors That May Affect Future Results
(Cautionary Statements Under the Private Securitiegitigation Reform Act of 1995)

This prospectus contains or incorporates by referdéorward looking statements and information #ratbased on the beliefs of
management as well as assumptions made by andnation currently available to
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Level 3 Communications, Inc. and its subsidiartegéther, “Level 3” or the “Company” unless it is&r from the context or expressly stated
that the reference to “Level 3" or the “Companybidly to Level 3 Communications, Inc. or the Is§ué/hen used in this prospectus, the

words “anticipate”, “believe”, “plan”, estimate” driexpect” and similar expressions, as they rdlateevel 3 or its management, are intended
to identify forward looking statements. Such stagata reflect the current views of Level 3 with resfto future events and are subject to
certain risks, uncertainties and assumptions.

Should one or more of these risks or uncertaimtiaterialize, or should underlying assumptions piiagerrect, actual results may vary
materially from those described in this documemiede forward-looking statements include, amongrsftstatements concerning:
» the communications business of Level 3, its adygegand Level’s strategy for continuing to pursue its busin
e anticipated development and launch of new seniitégvel &'s business

* anticipated dates on which Level 3 will begin prhrg certain services or reach specific milestangbe development and
implementation of its business strate

» growth and recovery of the communications indus
* expectations as to Leve's future revenue, margins, expenses and capitairezgents; an

» other statements of expectations, beliefs, futlaegand strategies, anticipated developments tredt matters that are not
historical facts

You should be aware that these forward-lookingest@nts are subject to risks and uncertaintiesydireg financial, regulatory,
environmental, industry growth and trend projecsiaihat could cause actual events or results ferdifaterially from those expressed or
implied by the statements. The most important factioat could prevent Level 3 from achieving ietetl goals include, but are not limited to,
Level 3's failure to:

» increase the volume of traffic on Leve' s network;
» develop new products and services to meet custdemands and generate acceptable mar

» successfully complete commercial testing of neviatetogy and information systems to support new petgland services,
including voice transmission servict

» stabilize or reduce the rate of price compressiooartain of Level’'s communication service

» integrate strategic acquisitions, including theergty completed acquisitions of TelCove, Inc., LomgkGlass Networks Holding
Co., Inc. and, if completed, the proposed acquisitf Broadwing Corporatior

« attract and retain qualified management and oteesgnnel; ani
* meet all of the terms and conditions of Lev's debt obligations
Other factors are described under “Risk Factors’iarLevel 3 Communications, Inc.’s (“Parent”) flijs with the Securities and

Exchange Commission that are incorporated by reéerén this prospectus, including Parent’s Annughétt on Form 10-K for the year
ended December 31, 2005 and Quarterly Reports on EG-Q for the quarters ended March 31, 2006, June @6 and September 30, 20
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SUMMARY

This summary highlights information contained elsexe or incorporated by reference in this prospeand does not contain all the
information you should consider before tenderinigioial notes in the exchange offer. You should fealseread the entire prospectus,
including the documents incorporated in it by refeze. This prospectus and the letter of transmiittal accompanies it collectively constit
the exchange offer.

In this prospectus, (i) Level 3 Financing, Ince fesuer of the notes and a direct, wholly owndasigliary of Level 3
Communications, Inc., is referred to as the “Issti) Level 3 Communications, Inc., the parenngpany of the Issuer, is referred to as
“Parent” and (iii) Parent and its subsidiaries amllectively referred to as “Level 3” or the “Compg” unless it is clear from the context or
expressly stated that the reference to “Level 3t “Company” is only to Parent or the Issuer.

The Issuer

The new notes will be issued by Level 3 Financlng,, a direct, wholly owned subsidiary of Parémtexchange for the original notes.
The Issuer was incorporated in Delaware in 199@utite name PKS Information Services, Inc. Thedssia holding company that holds,
directly or indirectly, all of the outstanding ctglistock of Parent’s other subsidiaries.

Level 3
Level 3 Communications, Inc., through its operasndsidiaries, engages primarily in the communicetibusiness.

Level 3 is a facilities based provider (that igravider that owns or leases a substantial podfahe plant, property and equipment
necessary to provide its services) of a broad rahggegrated communications services. Level 3diaated, generally by constructing its
own assets, but also through a combination of @sicly and leasing other companies and facilittex;dmmunications network. Level 3’s
network is an advanced, international, facilitieséd communications network. Level 3 designed ¢nstcucted portions of its network to
provide communications services, which employ ahe tadvantage of rapidly improving underlying ogltiand Internet Protocol
technologies.

Business Strateglevel 3 is seeking to capitalize on the opportesiforesented by significant and rapid advancenmemfstical and
Internet Protocol technologies. Key elements o$iitategy include but are not limited to:

» Offer a Comprehensive Range of Communications @&exMievel 3 provides a comprehensive range of commtinitaservices
designed to meet the needs of the top global batitwustomers, that is, customers that are of higteslit quality and have
existing demand for the services that Level 3 s

e Target Top Global Bandwidth CustomeiSor its wholesale offerings, Level 3's primary aoomications services distribution
strategy is to utilize a direct sales force focusedigh bandwidth usage busines:

» Provide Low Cost Backbone Services Through an Ugsahle Backbone Netwol Level 3's intercity and metropolitan networks
have been designed to provide high quality comnatinns services at a lower cc

e Pursue Acquisition Opportunitie Level 3 from time to time evaluates possible asifjon opportunities in the communications
industry.
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» Develop Advanced Operational Processes and BusBwgsgort System Level 3 has developed and continues to develop
substantial and scalable operational processebusidess support systems specifically designeddble it to offer services
efficiently to its targeted custome

« Attract and Motivate High Quality Employei Level 3 has developed programs designed to atirattetain employees with the
technical and business skills necessary for itfness.

With the acquisitions of Progress Telecom, LLC, IC@nmmunications, Inc., TelCove, Inc. (“TelCove”)danooking Glass Networks
Holding Co., Inc. (“Looking Glass”) and the propds&cquisition of Broadwing Corporation (“Broadwingliscussed below, Level 3 has
embarked on a strategy to further expand its poesgnregional and metropolitan markets as wethasnterprise market. The strategy to
expand its network facilities will allow Level 3 terminate more of its intercity and local trafficer its owned metro facilities rather than
paying third parties to terminate such traffic. BeS offers a broad range of communications sesvicéts metropolitan markets. The
expansion into new metro markets should also peaititional opportunities to sell services on L& national and international
networks.

Recent Developmer
Redemption of Note

On July 13, 2006, Level 3 redeemed all of the $3@Bon aggregate principal amount of its 9.125% e Notes due 2008 and all of
the $62 million aggregate principal amount at mgtwf its 10.5% Senior Discount Notes due 2008 Bl125% Senior Notes due 2008 were
redeemed at a redemption price equal to 100% qgfrineipal amount, plus accrued and unpaid integesd the 10.5% Senior Discount Notes
due 2008 were redeemed at a redemption price émaéll.75% of the principal amount at maturity,spaccrued and unpaid interest. The
aggregate redemption price, including aggregatecgal, call premium and accrued interest for kxgthies of notes was approximately $470
million. As of September 30, 2006, Parent (exclgdis subsidiaries) had approximately $4.628 hillaj indebtedness excluding discount
fair value adjustments, none of which constitutecused indebtedness and approximately $876 mitlfamhich constituted subordinated
indebtedness. As of September 30, 2006, on a pnwefcas adjusted, basis giving effect to the isseiaf the original notes, Parent had on a
consolidated basis approximately $7.253 billionod&l indebtedness, excluding discount and faineadjustments.

Closing of TelCove Acquisition.

On July 24, 2006, Level 3 completed the acquisitbfielCove. The consideration for the acquisitidTelCove consisted of
approximately 149.9 million shares of Level 3 conmstock and approximately $446 million in cashatiition, Level 3 repaid
approximately $132 million of TelCove’s debt. Fomare detailed discussion of the TelCove acquisjtsee Level 3's Current Report on
Form 8-K, filed with the SEC on July 27, 2006, amcorporated herein by reference.

Closing of Looking Glass Acquisition.

On August 2, 2006, Level 3 completed the acquisitibLooking Glass. The consideration for the asijjion of Looking Glass consist
of approximately 21.3 million shares of Level 3 goon stock and approximately $9 million in cash. &le¥ also repaid approximately $67
million of Looking Glass’s outstanding debt. Fomare detailed discussion of the Looking Glass agitjion, see Level 3's Current Report on
Form 8-K, filed with the SEC on August 3, 2006, amcbrporated herein by reference.

Closing of Sale of Software Spectrum.

On September 7, 2006, Level 3 completed the sal®@¥ of the capital stock of its indirect, whotiwned subsidiary, Software
Spectrum, Inc. (“Software Spectrum”), to Insighté&mprises, Inc. In connection with the

2
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transaction, Level 3 received total proceeds of@dmately $351 million in cash, consisting of asbgurchase price of $287 million and a
working capital adjustment of approximately $64limil. For a more detailed discussion of the SofeM@pectrum sale, see Level 3's Current
Report on Form 8-K, filed with the SEC on Septente2006, and incorporated herein by reference.

Proposed Broadwing Merge

On October 16, 2006, Level 3 entered into an agee¢nd plan of merger, as amended by an amendméwbvember 21, 2006 (the
“Broadwing Merger Agreement”), by and among Levgel8vel 3 Services, LLC and Level 3 Colorado, Ieach a wholly owned subsidiary
of Level 3, and Broadwing, pursuant to which Broadywvill be merged (the “Broadwing Merger”) withwholly owned subsidiary of Level
3 on the terms and subject to the conditions oBitwadwing Merger Agreement, with such wholly owrsedbsidiary of Level 3 continuing as
the surviving entity. Broadwing, based in Austiexas, delivers data, voice and media solutionsiterprises and service providers over its
19,000 mile intercity fiber network. Approximatetalf of Broadwing’s revenue comes from the wholesabrket, with business customers
comprising the remaining revenue.

Under the terms of the Broadwing Merger Agreemeath share of Broadwing’s common stock outstanidimgediately prior to the
merger (except for shares for which appraisal sigie exercised) will be converted into $8.18 shcand 1.3411 shares of Level 3 common
stock. At closing, Level 3 expects to pay approxeha$744 million of cash and issue approximate? iillion shares of its common stock
in the merger with Broadwing. The special meetih§madwing stockholders for purposes of votingtloa Broadwing Merger will be held at
10:00 a.m., Eastern Standard Time, on January(,.Zbr a more detailed discussion of the prop&eddwing acquisition, see Level 3’s
Current Report on Form 8-K, filed with the SEC oct@ber 17, 2006, as amended on November 27, 2@@Gnaorporated herein by
reference.

Consummation of the Broadwing acquisition is subjecustomary closing conditions, including thegval of the Broadwing Merger
Agreement by the Broadwing stockholders and readippplicable state and federal regulatory apdsova

3
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Current Organizational Structure of the Issuer andParent

The following organizational chart shows a simplifistructure of Level 3 and only depicts certaitheflssuer’s subsidiaries. For a
discussion of the Offering Proceeds Note, the iigdRate Proceeds Note, the 12.25% Proceeds Netd 0t 75% Proceeds Note and the
Parent Intercompany Note, see “Risk Factors—RisHatig to an Investment in the Notes—Althoughrtbé&es will initially benefit from
some structural seniority to Parenthdebtedness, existing and future intercompadghitedness and other actions could limit or eliteinkis
seniority.”

‘ Level 3 Communications, Ing
’

Leval 3 Financing, Inc. -~

by Qparatimg arsd Non-Opsraling
Subsidianes (B5)

Leval 3 Communications, LLC

(1) The Parent Intercompany Note is subordinated td.hé5% Proceeds Note, the Floating Rate Proceetls Me 12.25% Proceeds N
and the Offering Proceeds Note. Each of the 10.PB86eeds Note, the Floating Rate Proceeds Notd 225% Proceeds Note and the
Offering Proceeds Note is subordinated to the L®nteeds Note. See “Description of Notes—Suboridinaif Existing Intercompany
Obligations”

(2) The amended and restated credit agreemengisugieed by Parent, Level 3 Communications, LLCaarthin other subsidiaries of the
Issuer.

(3) The 10.75% Senior Notes due 2011, the Flod®iate Senior Notes due 2011 and the 12.25% SenimsNine 2013 are guaranteed by
Level 3 Communications, Inc. and Level 3 Commuridcet, LLC. Level 3 Communications, LLC’s guaranteéshe 10.75% Senior
Notes due 2011, the Floating Rate Senior Note20té& and the 12.25% Senior Notes due 2013 are dinated to Level :
Communications, LL's guarantee of the amended and restated creddragre.

(4) The notes are guaranteed by Level 3 Commubitsitinc. In addition, each of Level 3 Communicasgionc. and Level 3
Financing, Inc. has agreed to endeavor in goot tetng commercially reasonable efforts to causeeL® Communications, LLC to
obtain all material governmental authorizations eodsents required in order for it to guaranteentites at the earliest practicable date
and to enter into a guarantee of the notes prontipéiseafter. Any such guarantee will be subordioh&del evel 3 Communications,
LLC’s guarantee of the amended and restated cagditement angari passuwith Level 3 Communications, LLC’s guarantees & th
10.75% Senior Notes due 2011, the Floating Rat@8&Biotes due 2011 and the 12.25% Senior Note018. See “Description of
Note«——Note Guarantee”
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(5) Each of the Parent Intercompany Note, the LRiarteeds Note, the 10.75% Proceeds Note, the fdpoBtite Proceeds Note, the 12.25%
Proceeds Note and the Offering Proceeds Note hasledged as security for the amended and restegdd agreemen
(6) These other subsidiaries are owned at multiplelde

The Issues principal executive offices are located at 10&Eado Boulevard, Broomfield, Colorado 80021 aisdélephone number
(720) 888-1000.

Level 3's principal executive offices are locateéd @25 Eldorado Boulevard, Broomfield, Colorado 3D@nd its telephone number is
(720) 888-1000.
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The Exchange Offer

On October 30, 2006, the Issuer privately placeaD3B0,000 aggregate principal amount of 9.25%@dhdtes due 2014 in a
transaction exempt from registration under the 8ees Act of 1933, as amended (the “Securities’Adh connection with the private
placement, the Issuer and Parent entered intoistnagpn agreement, dated as of October 30, 20@8,the initial purchasers of the original
notes. In the registration agreement, the IssuéPament agreed to register under the Securitieaoffer of the Issuer’'s new notes. The
Issuer and Parent also agreed to deliver this patsp to the holders of the original notes. In fhisspectus the original notes and the new
notes are referred to together as the “notes.” dmuld read the discussion under the heading “Ie&nT of Notes” for information

regarding the notes.

The Exchange Offer

Registration Rights

This is an offer to exchange $1,000 in principabant of new notes for each $1,000 in
principal amount of outstanding original notes. Tiesv notes are substantially identical to
the original notes, except thi

(1) the new notes will be freely transferable, otthen as described in this prospec
(2) the new notes will not contain any legend fesig their transfer

(3) holders of the new notes will not be entitledtie rights of the holders of the original
notes under the registration agreement;

(4) the new notes will not contain any provisioagarding the payment of special inter

The Issuer and Parent believe that you can tratisfemew notes without complying with
the registration and prospectus delivery provisiointhe Securities Act if yot

(1) acquire the new notes in the ordinary coursgaf business

(2) are not and do not intend to become engagadietribution of the new note

(3) are not an affiliate of the Issu

(4) are not a brok-dealer that acquired the original notes directhnfrthe Issuer; an

(5) are not a broker-dealer that acquired the wailgnotes as a result of market-making or
other trading activities

If any of these conditions are not satisfied and fyansfer any new notes without
delivering a proper prospectus or without qualifyfor a registration exemption, you may
incur liability under the Securities Ac

The Issuer and the Guarantor have agreed to ugetmemercially reasonable efforts to
consummate the exchange offer or cause the origotak to be registered under the
Securities Act to permit resales. If the Issuer Bacent are not in compliance with their
obligations under the registration agreement, Bigecial Interest (as defined) (in addition
to the interest otherwise due on the notes thath@subject of the registration agreement
or the new notes) will accrue on such notes or netgs. If the exchange offer is comple
on the
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No Minimum Condition

Expiration Date

Exchange Date

Conditions to the Exchange Offer

Withdrawal Rights

Procedures for Tendering Original Notes

Material United States Federal Income Tax
Considerations

Effect on Holders of Original Notes

terms and within the time period contemplated liy pnospectus, no Special Interest
will be payable on the notes. See “Description ofdé—Registration Rights; Special
Interest”

The exchange offer is not conditioned on any mimmaggregate principal amount of
original notes being tendered for exchar

The exchange offer will expire at 5:00 p.m., Newk ity time, on , unless itis
extended

Original notes will be accepted for exchange beigigmon the first business day following
the expiration date, upon surrender of the origcnotes.

The Issuer’s obligation to complete the exchander @ subject to certain conditions. See
“The Exchange Offer—Conditions to the Exchange OffEhe Issuer reserves the right to
terminate or amend the exchange offer at any tiefierb the expiration date if various
specified events occL

You may withdraw the tender of your original no&gsny time before the expiration date.
Any original notes not accepted for any reason béllreturned to you without expense as
promptly as practicable after the expiration omti@ation of the exchange offe

See"The Exchange Off—How to Tender”

The exchange of original notes for new notes by. bdklers should not be a taxable
exchange for U.S. federal income tax purposes|a8dholders will not recognize any
taxable gain or loss as a result of the exchange.18aterial United States Federal Inco
Tax Consideration”

If the exchange offer is completed on the termswaitiain the period contemplated by this
prospectus, holders of original notes will havefumther registration or other rights under
the respective registration agreements, exceptruimited circumstancesdolders of
original notes who do not tender their original noes will continue to hold those
original notes. All untendered, and tendered but uaccepted, original notes will
continue to be subject to the restrictions on trarfer provided for in the original notes
and the indenture under which the original notes hae been, and the new notes are
being, issuedTo the extent that original notes are tenderedaaeepted in the exchange
offer, the trading market, if any, for the origimadtes could be adversely affected. SElec"
Exchange Offe—Other”

7
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Use of Proceeds

Exchange Agent

None of the Issuer, Parent or Level 3 CommunicatithC (“Level 3 LLC") will receive
any proceeds from the issuance of the notes in the exchange off

The Bank of New York is serving as exchange agenbnnection with the exchange ofi

The Notes

The new notes are substantially identical to thgimmal notes, except for the transfer restrictians registration rights relating to the
original notes. The new notes will evidence theesai®bt as the original notes, be guaranteed byhPanel, upon receipt of applicable
regulatory approvals, Level 3 LLC, and be entitiedhe benefits of the respective indentures. Besstription of Notes.”

Issuer

Securities Offered

Maturity

Interest

Note Guarantees

Level 3 Financing, Inc

$600,000,000 aggregate principal of new notes ahange for $600,000,000 aggregate
principal amount of outstanding original not

November 1, 201¢

Interest on the new notes will accrue from the ilatgtrest payment date on which interest
was paid on the original notes surrendered in exghdherefor or, if no interest has been
paid on such original notes, from the date of addjissuance of such original not

Interest on the new notes will accrue at the ra8&25% per annum. Interest on the notes
will be payable semiannually in arrears on May d Blovember 1 of each year,
commencing May 1, 2007, to the persons who arstexgid holders of the notes at the
close of business on the preceding April 15 or Betd.5. Interest will be computed on the
basis of a 3€-day year comprised of twelve -day months

The notes are fully and unconditionally guarantee@n unsubordinated unsecured basis
by the Issuer’s parent company, Level 3 Commuraaatilnc., which is referred to as
“Parent” or the “Guarantor If the Issuer cannot make payments on the notes Wiey ar
due, the Guarantor must make them inst

In addition, as described under “Description of @&st-Note Guarantees”, each of Parent
and the Issuer has agreed to endeavor in goodusittly commercially reasonable efforts
to cause Level 3 Communications, LLC, which is mefd to as “Level 3 LLC” and is a
direct, wholly owned subsidiary of the Issuer, btain all material governmental
authorizations and consents required in ordertflar guarantee the notes at the earliest
practicable date and to enter into a guaranteleeohttes promptly thereafter. The Issuer’s
10.75% Senior Notes due 2011, Floating Rate Sé&tes due 2011, 12.25

8
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Offering Proceeds Note; Relative Priority of
Intercompany Obligations

Senior Notes due 2013 and amended and restateiti agegement are guaranteed by
Level 3 LLC. Level 3 LLC’s guarantees of the 10.75#nior Notes due 2011, the
Floating Rate Senior Notes due 2011 and the 12.2&#tor Notes due 2013 are
subordinated to Level 3 LLC'’s guarantees of theraded and restated credit agreement
and the Loan Proceeds Note (as defined below)smlibng as the amended and rest
credit agreement is outstanding, any guaranteleeofotes by Level 3 LLC will be
subordinated to Level 3 LLC’s guarantee of the amhegnand restated credit agreement
and the Loan Proceeds Note. Any guarantee by L®1&lC of the notes will bgari
passuto Level 3 LLC’s guarantee of the 10.75% Seniorésalue 2011, the Floating
Rate Senior Notes due 2011 and the 12.25% SenisNine 2012

The Issuer lent the net proceeds received byrit fitte offering of the original notes,
together with cash on hand, to Level 3 LLC in retfar an intercompany demand note
issued by Level 3 LLC in a principal amount equetite aggregate principal amount of the
notes. We refer to such intercompany demand natiee“ Offering Proceeds Nof”

Level 3 LLC has previously issued an intercompaamand note to Parent in exchange for
loans made by Parent to Level 3 LLC, which notefsrred to as the “Parent
Intercompany Note” and has previously issued itengany demand notes to the Issuer in
exchange for loans made by the Issuer to Level G:l{lL) in an aggregate principal amc

of $500.0 million, representing the gross procdedie Issuer from the issuance of its
10.75% Senior Notes due 2011, which note is refleieas the “10.75% Proceeds

Note;” (2) in an aggregate principal amount of $05@illion, representing the gross
proceeds to the Issuer from the issuance of itatifig Rate Senior Notes due 2011, which
note is referred to as the “Floating Rate Procé&&mts” and (3) in an aggregate principal
amount of $550.0 million, representing the grosxcpeds to the Issuer from the issuances
of its 12.25% Senior Notes due 2013, which notefierred to as the “12.25% Proceeds
Note.” As of September 30, 2006, the principal amiautstanding under the Parent
Intercompany Note was approximately $15.5 billitve principal amount outstanding
under the 10.75% Proceeds Note was $500.0 mili@nprincipal amount outstanding
under the Floating Rate Proceeds Note was $150lioménd the principal amount
outstanding under the 12.25% Proceeds Note was @5&0ion.

On December 1, 2004, Parent, as guarantor, therlsssi borrower, Merrill Lynch Capital
Corporation, as administrative agent and collategaint, and certain lenders entered into a
credit agreement, pursuant to which the lendemnebed a $730.0 million senior secured
term loan to the Issuer. The Issuer lent the paset
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Guarantees of Notes and Offering Proceeds
Note

the senior secured term loan to Level 3 LLC inmefior an intercompany demand note
issued by Level 3 LLC, which note is referred tdlas“Loan Proceeds Note.” On

June 27, 2006, Parent, the Issuer, Merrill Lyncpi@aCorporation and certain lenders,
through an assignment and amendment agreementdachand restated the credit
agreement (the “amended and restated credit agré8mEhe Issuess obligations und:
the term loan are secured by the Parent Intercoynate, the 10.75% Proceeds Note,
the Floating Rate Proceeds Note, the 12.25% Presddetk and the Loan Proceeds N
and the Offering Proceeds Note. As of Septembe@06, the principal amount
outstanding under the Loan Proceeds Note was $73ilion.

Parent and the Issuer entered into a Parent Imgrany Note subordination agreement
which subordinates the right of Parent to paymeuien the Parent Intercompany Note to
the right of the Issuer to payment under the QffipfProceeds Note upon the liquidation,
dissolution or winding up of Level 3 LLC or in ardauptcy, reorganization, insolvency,
receivership or similar proceeding relating to Ue&LC or its property. The
subordination agreement does not subordinate ttenPltercompany Note to the notes
any future guarantee of the notes. The Parentdoepany Note is subordinated on the
same terms to the 10.75% Proceeds Note, the 12P26&eeds Note and the Floating Rate
Proceeds Note

The benefit of the subordination of the Parentrbampany Note to the Offering Proceeds
Note can be limited or eliminated by certain aciidBee “Risk Factors—Risks Relating to
an Investment in the Notes—Although the notes iwitlally benefit from some structural
seniority to Parent’s indebtedness, existing amaréuintercompany indebtedness and other
actions could limit or eliminate this senior”

In addition, the Issuer and Level 3 LLC entered iah offering proceeds note
subordination agreement that subordinates the ofjfite Issuer to payment under the
Offering Proceeds Note to the right of the Issureité capacity as borrower under the
amended and restated credit agreement) to paymedat the Loan Proceeds Note upon
liquidation, dissolution or winding up of Level 3.C or in a bankruptcy, reorganization,
insolvency, receivership or similar proceedingtietato Level 3 or its property. The
10.75% Proceeds Note, the 12.25% Proceeds Nottharitloating Rate Proceeds Note are
subordinated on the same terms to the Loan Prodéates Accordingly, the right of the
Issuer to payment under the Offering Proceeds Ndtde pari passuo the right of the
Issuer to payment under the 10.75% Proceeds Nmd,2.25% Proceeds Note and the
Floating Rate Proceeds No

As a condition to incurring specified types of ibteiness described under “Description of
Notes—Certain Covenan—Limitation on
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Subordination of Guarantees and Offering
Proceeds Note

Ranking

Consolidated Debt” and “Description of Notes—Cart@ovenants—Limitation on
Debt of the Issuer and Issuer Restricted Subsatidrrestricted subsidiaries of Parent
will be required to guarantee the notes and Leudl@'s obligations under the Offerii
Proceeds Note and, in certain circumstances, sutadedsuch indebtedness to such
guarantees. In addition, if any restricted subsyddd Parent guarantees the Issuer’s
10.75% Senior Notes due 2011, Floating Rate Sé&ites due 2011 or 12.25% Senior
Notes due 2013, such restricted subsidiary willdzpiired to guarantee the notes anc
senior secured term loan under the amended aratadsiredit agreement. Any such
guarantee of the notes will be subordinated tgtierantee of the senior secured term
loan under the amended and restated credit agree

The Offering Proceeds Note and guarantees of ttesrfother than Parestjuarantee) ar

of the Offering Proceeds Note may, at the optiohefel 3, be expressly subordinated in
any bankruptcy, liquidation or winding up proceeagof Level 3 LLC and each guarantor
to the prior payment in full in cash of all obligats of Level 3 LLC and such guarantor in
respect of a credit facility incurred by Parentay of its restricted subsidiaries in
accordance with the covenants of the indentureimglao the notes. As described above, in
accordance with these provisions, the Offering €eds Note has been subordinated to the
Loan Proceeds Note issued in respect of the |ss2B0.0 million senior secured term
loan under the amended and restated credit agréeArgnguarantee by Level 3 LLC of
the notes will be subordinated to Level 3 LLC’s gardee of the senior secured term loan
under the amended and restated credit agreemer* Description of Note”

The notes are unsecured, unsubordinated obligatiotie Issuer, ranking equal in right of
payment with all existing and future unsubordinatetébtedness of the Issuer, and are
senior in right of payment to all existing and figindebtedness of the Issuer expressly
subordinated in right of payment to the notes. bies are effectively subordinated to all
secured obligations of the Issuer, including th@aesecured term loan under the amended
and restated credit agreement, to the extent ofdahes of the collateral securing such
obligations. The Issuer conducts substantiallytslbperations through subsidiaries, anc
notes are effectively subordinated to all liabéi(including trade payables) of the Issuer’s
subsidiaries that do not guarantee the notes. identure relating to the notes permits
Parent, the Issuer and their subsidiaries to inabstantial amounts of additional debt and
other liabilities, some of which may be secured smie of which may be incurred by non-
guarantor subsidiaries. As of September 30, 20@6ldsuer (excluding its subsidiaries)
had, on an as adjusted basis to give effect tistumnce of the original notes,

$2.530 billion of indebtedness outstanding, exelgdiiscount and fair value adjustments,
of which
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Optional Redemption

$730 million was secured and of which $1.930 hilliwas guaranteed by Level 3 LLC.
As of September 30, 2006, the Issuer and its siaivid in the aggregate had, on an as
adjusted basis to give effect to the issuance@btfginal notes, approximately

$2.625 billion of indebtedness outstanding (exeigdntercompany balances) exclud
discount and fair value adjustments, $824 millibavbich constituted secured
indebtedness and none of which constituted subatefinindebtedness (excluding
intercompany balances

Each guarantee of the notes is a general unseobhgation of each guarantor, will be
effectively subordinated to any existing or futsezured indebtedness of such guarantor to
the extent of the value of the assets securing suldbtedness, is senior in right of
payment to any existing or future indebtednessiohgjuarantor that is expressly
subordinated in right of payment to such guarastgdarantee of the notes and will rank
equal in right of payment with any existing or ftdwnsubordinated indebtedness of such
guarantor. The Offering Proceeds Note and guararfteker than Parent’s guarantee) of
the notes and of the Offering Proceeds Note matjpeapption of Level 3, be expressly
subordinated in any bankruptcy, liquidation or wimgdup proceeding of Level 3 LLC and
each guarantor to the prior payment in full in caghll obligations of Level 3 LLC and
such guarantor in respect of a credit facility imed by Parent or any of its restricted
subsidiaries in accordance with the covenantsefritienture relating to the notes. See
“Description of Notes.” As described above, in ademce with these provisions, the
Offering Proceeds Note has been subordinated tbdhe Proceeds Note issued in respect
of the Issuer’s $730 million senior secured teramlander the amended and restated credi
agreement. Any guarantee by Level 3 LLC or anyosabsidiary of the notes will be
subordinated to Level 3 LL&’guarantee of the senior secured term loan. Aayagtee b
Level 3 LLC of the notes will bpari passuo Level 3 LLC’s guarantee of the 10.75%
Senior Notes due 2011, the Floating Rate SenioedNduie 2011 and the 12.25% Senior
Notes due 2013. As of September 30, 2006, Parralu@ng its subsidiaries) had
approximately $4.628 billion of indebtedness outdiag, excluding discount and fair
value adjustments, none of which constituted setindebtedness and approximately
$876 million of which constituted subordinated ibtigness. Se* Description of Note”

The notes are subject to redemption at the opfidheolssuer, in whole or in part, at any
time or from time to time on or after November @18, upon not less than 30 nor more
than 60 days’ prior notice, at the redemption giset forth herein, plus accrued and
unpaid interest thereon (if any) to the redemptiate.

In addition, at any time and from time to time arpdor to November 1, 2009, the Issuer
may redeem up to 35% of the original aggregatecjgral amount of the notes (including
additional notes)
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Change of Control Triggering Event

Certain Covenants

Covenant Suspension

in each case at a redemption price equal to 10%250he principal amount of the
notes so redeemed, plus accrued and unpaid inthezsbn (if any) to the redemption
date, with the net cash proceeds contributed tésthieer of one or more private
placements to persons other than affiliates ofitaneunderwritten public offerings of
common stock of Parent resulting in gross proceéds least $100 million in the
aggregate; provided that at least 65% of the aslgaiggregate principal amount of the
notes (including any additional notes) would rermaitstanding immediately after
giving effect to such redemption. Any such redeopshall be made within 90 days of
such private placement or public offering uponlees than 30 nor more than 60 days’
prior notice. Se“Description of Note—Optional Redemptio”

Within 30 days of the occurrence of a Change oftt@biriggering Event (as defined
herein), the Issuer will be required to make aerfd purchase all outstanding notes at a
price in cash equal to 101% of the principal amairihe notes, plus accrued and unpaid
interest, if any, to the purchase date. See “Dpson of Notes—Certain Covenants—
Change of Control Triggering Eve”

The indenture relating to the notes contain certairenants, including, among others,
covenants with respect to the following matterglifiitation on consolidated debt;

(ii) limitation on debt of the Issuer and Issuestrieted subsidiaries; (iii) limitation on
restricted payments; (iv) limitation on dividenddasther payment restrictions affecting
restricted subsidiaries; (v) limitation on lienei) (imitation on sale and leaseback
transactions; (vii) limitation on asset disposigp(wiii) limitation on issuance and sales of
capital stock of restricted subsidiaries; (ix) Bactions with affiliates; (x) reports;

(xi) limitation on designations of unrestricted sidiaries; and (xii) in the case of Parent,
the Issuer, future guarantors of the notes andagarrs of the Offering Proceeds Note,
limitations on mergers, consolidations and saleslladr substantially all of the assets of
such entities. All of the covenants are subjee mmber of important qualifications and
exceptions. Se"Description of Note”

During any period of time that (i) the ratings gesd to the notes by both of Moody’s
Investors Service, Inc. and Standard & Poor’'s R@tiBervice are equal to or higher than
Baa3 (or the equivalent) and BBB- (or the equivg|eespectively, and (ii) no default or
event of default has occurred and is continuingentide indenture relating to the notes,
Issuer, Parent and their respective restrictedigialoges will not be subject to most of the
covenants discussed above. In the event that $hersParent and their respective
restricted subsidiaries are not subject to suclecants for any period of time as a result of
the preceding sentence and, on any subsequenbdatey both of such rating agencies
withdraws its ratings or downgrades the ratingggassl to the notes below the level set
forth
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Absence of a Public Market for the Notes

Risk Factors

above or a default or event of default occurs armbntinuing under the indenture
relating to the notes, then the Issuer, Parentlagid respective restricted subsidiaries
will thereafter again be subject to such covenz

The new notes are new issues of securities forlwihiere is currently no established
trading market. There can be no assurance as tietlrdopment or liquidity of any market
for any of the new notes. The Issuer does not éhterapply for listing of any of the new
notes on any securities exchange or for quotatiomugh any annotated quotation system.
See “Risk Factors—Risks Relating to an Investmeniié Notes—There is no public
market for the notes, so you may be unable talselhotes”

Before tendering original notes, holders shoul@ftdly consider all of the information set
forth and incorporated by reference in tpisspectus and, in particular, should evaluate
specific risk factors set forth und“Risk Factor¢” beginning on page 1
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RATIO OF EARNINGS TO FIXED CHARGES
The ratio of earnings to fixed charges for eacthefperiods indicated was as follows:

Nine Months Endec Fiscal Year Ended December 31,

September 30,200 2005 2004/ 2003 200z 2001
Ratio of earnings to fixed charge - - - - - =

For this ratio, earnings consist of earnings (I&&fpre income taxes, minority interest and disom®d operations, plus fixed charges
(excluding capitalized interest but including anzation 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 $504 million for theenmonths ended September 30, 2006, $634 milbotthk fiscal year ended December 31,
2005, $409 million for the fiscal year ended Decentil, 2004, $681 million for the fiscal year endEtember 31, 2003, $936 million for
the fiscal year ended December 31, 2002 and $48Hi6n for the fiscal year ended December 31, 2001
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RISK FACTORS

Before tendering original notes, prospective papimts in the exchange offer should consider cédlsefhe following risks. The new
notes, like the original notes, entail the follogirisks:

Risks Related to Level 3's Business
Communications Group
Level 3 needs to continue to increase the volume toéffic on its network or its network will not generate profits.

Level 3 must continue to increase the volume adrimtt, data, voice and video transmission on itwark, or the Level 3 Network, in
order to realize the anticipated cash flow, opatpéfficiencies and cost benefits of the Level 3vwdek. If Level 3 does not maintain its
relationship with current customers and develop fage-volume customers, Level 3 may not be abkutistantially increase traffic on the
Level 3 Network, which would adversely affect itsldy to become profitable.

Level 3's VolIP services have only been sold for arlited period and there is no guarantee that thesservices will gain broad market
acceptance.

Although Level 3 has sold Softswitch based servéiese the late 1990’s, Level 3 has been sellmy dice-over-IP (or VolP) services
for a limited period of time. As a result, there anany difficulties that Level 3 may encounter uiing regulatory hurdles and other
problems that Level 3 may not anticipate. To dagwel 3 has not generated significant revenue filoersale of its VolP services, and there is
no guarantee that Level 3 will be successful inegating significant VolP revenues.

The success of Level 3's subscriber based VolP s&ms is dependent on the growth and public acceptae of VolP telephony.

The success of Level 3's subscriber based VolHEvs dependent upon future demand for VoIP belap services. In order for the
IP telephony market to continue to grow, severags need to occur. Telephone and cable servicgdms must continue to invest in the
deployment of high speed broadband networks taleesial and commercial customers. VolP networkstroastinue to improve quality of
service for real-time communications, managingafeuch as packet jitter, packet loss, and urflelidgandwidth, so that toll-quality service
can be provided. VolIP telephony equipment and sesvinust achieve a similar level of reliabilitytthaers of the public switched telephone
network have come to expect from their telephomeice, including emergency calling features andatslfties. VolP telephony service
providers must offer cost and feature benefith&irtcustomers that are sufficient to cause théoowsrs to switch away from traditional
telephony service providers. If any or all of thésetors fail to occur, Level 3's VoIP services imgss may not grow.

The prices that Level 3 charges for its communicatins services have been decreasing, and Level 3 estpehat they will continue to
decrease over time and Level 3 may be unable to cpensate for this lost revenue.
Level 3 expects to continue to experience decrgagmiices for its communications services:
e as Level 3 and its competitors increase transnrissapacity on existing and new networ

» as aresult of Level 3's current agreements wigtamers which often contain volume based pricingtber contractually agreed
upon decreases in prices during the term of theeagent

» through technological advances or otherwise;
» as volume based pricing becomes more preve
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Accordingly, Level 3§ historical revenue is not indicative of futurgeeue based on comparable traffic volumes. As tlvegfor Leve
3’s communications services decrease for whatesyan, if Level 3 is unable to offer additionalvéses from which it can derive additional
revenue or otherwise reduce our operating expehses) 3's operating results will decline and itsstness and financial results will suffer.
Level 3 also continues to expect, excluding theaf of acquisitions, managed modem related revencentinue to decline in the future
primarily due to an increase in the number of stibecs migrating to broadband services and contimreing pressures and declining
customer obligations under contractual arrangeméeigel 3 experienced a significant decline irdigital subscriber line or DSL aggregat
revenue during 2005, as a significant customehigfgervice terminated our customer contract du2iogb.

Revenue under Level 3's agreement with SBC Servicesexpected to decline materially.

As part of Level 3's acquisition of the communioais business of WilTel Communications Group, LLEWITel, it acquired a multi-
year contract with SBC Services, Inc. Level 3 reterthis contract as the SBC Master Services Agesé¢. Recently, SBC Services i
became a subsidiary of AT&T, Inc. and announcedhtention to migrate the services provided by WIlITo the merged SBC Services, Inc.
and AT&T network. WilTel and SBC amended the SBCshda Services Agreement to run through 2009 aprbitides a gross margin
purchase commitment of $104 million from Septen8i&r2006 through the end of 2007, and $75 millimmf January 2008 through the end
of 2009. Only purchases by SBC of services on WiTreetwork count toward satisfaction of this puaisk commitment. Originating and
terminating access charges paid to local phone aamap are passed through to SBC in accordanceavidimula that approximates cost.
Additionally, the SBC Master Services Agreementviies for the payment of $25 million in 2006 and$gillion in 2007 from SBC if
certain performance criteria are met by us. AssaltelLevel 3 expects the revenue generated b$B@ Master Services Agreement to
decline materially in 2007.

Failure to complete development, testing and introdction of new services, including VolP services, atd affect Level 3's ability to
compete in the industry.

Level 3 continuously develops, tests and introdunsg communications services that are delivered theelLevel 3 Network. These
new services are intended to allow Level 3 to asklreew segments of the communications marketplattécacompete for additional
customers. In certain instances, the introductfomeav services requires the successful developofeamw technology. To the extent that
upgrades of existing technology are required ferititroduction of new services, the success oftlhpgrades may be dependent on the
conclusion of contract negotiations with vendord sendors meeting their obligations in a timely mem In addition, new service offerings,
including new VolP services, may not be widely quted by Level 3's customers. If Level 3's new seevbfferings are not widely accepted
by its customers, Level 3 may terminate those sersfferings and be required to impair any asseiisformation technology used to develop
or offer those services. If Level 3 is not ablstecessfully complete the development and intradoaf new services, including new VolP
services, in a timely manner, its business coulthbterially adversely affected.

Level 3’'s communications revenue is concentrated ia limited number of customers.

A significant portion of Level 3's communicationsvenue is concentrated among a limited number stbawers. If Level 3 lost one or
more of these major customers, or if one or mor@nwstomers significantly decreased orders farel&’s services, Level 3's
communications business would be materially aneesbly affected. Revenue from Level 3's two largeshmunications customers, Time
Warner, Inc. and its subsidiaries, and Verizon Camications, Inc. and its affiliates, representeprapimately 18% and 14% of Level 3's
communications revenue for 2005, respectively. Acae®nline, Level 3's largest managed modem cust@me an affiliate of Time
Warner, Inc., reduced the number of managed modgts jp purchases from Level 3 by approximately 3ding 2005. Level 3's future
communications operating results will depend onstinecess of Level 3's customers and other custoametsts success in selling services to
them. If Level 3 were to lose a significant portiminits communications revenue from America Onlibeyel 3 may not be able to replace this
revenue in the short term and its operating loggagd increase, which increase may be significant.
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In connection with the acquisition of WilTel in Deober 2005, Level 3 acquired a large customer acnbetween WilTel and SBC
Communications, a subsidiary of AT&T. It is antiatpd that the revenue generated by this contractgl2006 will cause SBC
Communications to become Level 3's largest custdmased on revenue. Level 3 also expects that temove generated under this contract
will decline materially over time as SBC Communicat migrates its traffic from the Level 3 Netwddkthe network that SBC
Communications acquired by from the former AT&T.

During Level 3's communications business operatingistory, Level 3 has generated substantial losseasghich it expects to continue.

The development of Level 3's communications busireguired, and may continue to require, signifiexpenditures. These
expenditures could result in substantial negataghdlow from operating activities and substanieti losses for the near future. For the nine
months ended September 30, 2006 and the fiscakeyed December 31, 2005, Level 3 incurred losses €ontinuing operations of
approximately $553 million and $707 million, respeely. Level 3 expects to continue to experieragsks, and may not be able to achieve or
sustain operating profitability in the future. Cionted operating losses could limit Level 3’s alitib obtain the cash needed to expand its
network, make interest and principal payments sudébt or fund other business needs. Level 3 wilnto continue to expand and adapt its
network in order to remain competitive, which maguire significant additional funding. During 20Q®vel 3 deployed a new generation of
optical transmission equipment. Additional expansiod adaptations of the Level 3 Network’s eledtr@amd software components will be
necessary in order to respond to:

e growing number of customer
» the development and launching of new servi
e increased demands by customers to transmit largeuats of data
» changes in custome¢ service requirement
» technological advances by competitors;
* governmental regulation
Future expansion or adaptation of Level 3's netweitkrequire substantial additional financial, eggonal and managerial resources,

which may not be available at the time. If Leve$ 3inable to expand or adapt its network to resporidese developments on a timely basis
and at a commercially reasonable cost, its busiwvdsbe materially adversely affected.

Level 3's need to obtain additional capacity for i network from other providers increases its costs.

Level 3 continues in some part to lease telecomaations capacity and obtain rights to use dark filmem both long distance and local
telecommunications carriers in order to extendsttepe of its network both in the United StatesBarbpe. Any failure by companies leasing
capacity to Level 3 to provide timely service tovke3 would adversely affect Level 3's ability terge its customers or increase the costs of
doing so. Some of Level 3's agreements with otmevigers require the payment of amounts for sesnighether or not those services are
used. Level 3 enters into interconnection agreesn@ith many domestic and foreign local telephonmaganies, but Level 3 is not always ¢
to do so on favorable terms. Costs of obtainingllgervice from other carriers comprise a signiftqaroportion of the operating expenses of
long distance carriers. Similarly, a large propwortof the costs of providing international serviomsists of payments to other carriers.
Changes in regulation, particularly the regulattbtocal and international telecommunication cagjeould indirectly, but significantly,
affect Level 3's competitive position. These changeuld increase or decrease the costs of providiwgl 3's services.
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Level 3's business requires the continued developmieof effective business support systems to implemiecustomer orders and to
provide and bill for services.

Level 3's business depends on its ability to cargito develop effective business support systemsraparticular the development of
these systems for use by customers who intendetb exgel 3's services in their own service offerifi@is is a complicated undertaking
requiring significant resources and expertise amgert from third-party vendors. Business suppgsteams are needed for:

* implementing customer orders for servic
e provisioning, installing and delivering these seed; anc
» monthly billing for these service
Because Level 8'business provides for continued rapid growthhertumber and volume of services offered, theaensed to continu

to develop these business support systems on didelmufficient to meet proposed service rollouedaThe failure to continue to develop
effective business support systems could materaliyersely affect Level 3’s ability to implemers business plans.

Level 3's growth may depend upon its successful iegration of acquired businesses.

Level 3 and Broadwing entered into the Broadwingdée Agreement with the expectation that the Brdagw/lerger will result in
benefits to each company. Achieving the anticip&ieadefits of the Broadwing Merger will depend intpgpon whether Level 3 and
Broadwing can integrate their businesses in aciefft and effective manner. In addition, since Daloer 2005, Level 3 has acquired WilTel,
Progress Telecom, ICG Communications, TelCove araking Glass.

Level 3 may acquire additional businesses from tionme in accordance with its business strat@dpe integration of these businesses,
Broadwing and any future businesses that Level B acguire involves a number of risks, includingt bat limited to:
« demands on management related to the significargase in size after the acquisiti
» the diversion of managemrs attention from the management of daily operattorthe integration of operatior
» higher integration costs than anticipat
- failure to achieve expected synergies and cosiagsy
» difficulties in the assimilation and retention ohployees

» difficulties in the assimilation of different cules and practices, as well as in the assimilatfdiraad 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 control overdintial reporting required by the
Sarbane-Oxley Act of 2002, procedures and polici

If Level 3 cannot successfully integrate acquiradibesses or operations, Level 3 may experienceriabhegative consequences to its
business, financial condition or results of operati Successful integration of these acquired lessis or operations will depend on Levsl 3’
ability to manage these operations, realize oppditis for revenue growth presented by strengtheeedce offerings and expanded
geographic market coverage and, to some degretintmate redundant and excess costs. Becauséiotitfies in combining geographically
distant operations, Level 3 may not be able toehthe benefits that Level 3 hopes to achieverasudt of the acquisitions.
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Level 3 may not be able to realize the benefits fro recently acquired operations.

The completion of Level 3's acquisitions of WilT@rogress Telecom, ICG Communications, TelCovekirapGlass, the proposed
acquisition of Broadwing and any future acquisitipareate risks associated with Level 3’s abilitydalize benefits of recently acquired
operations. Some of these risks include:

» difficulties assimilating the personnel and openasi of the recently acquired operatic
» loss of key personnel of the recently acquired atpans;
» loss of customers pcintegration;
» disruption of ongoing business and additional bnsden Level 's management tear
» higher integration costs than anticipat
» failure to achieve expected synergies and cosiags)
» difficulties in maintaining uniform standards, cani$, procedures and policies; &
» difficulties in ensuring accurate and timely repagtof financial information
Level 3 cannot be certain that it will realize thenefits from the recent acquisitions that it apétes, or that Level 3 will be able to

integrate the recently acquired operations sucolgskf Level 3 fails to integrate the recentlycptred operations efficiently, it could have a
material adverse effect on Level 3's businessniiial condition, results of operation and futuregpects.

Level 3 may be unable to hire and retain sufficiengualified personnel; the loss of any of its key @cutive officers could adversely
affect Level 3.

Level 3 believes that its future success will depignlarge part on its ability to attract and rathighly skilled, knowledgeable,
sophisticated and qualified managerial, profesdiand technical personnel. Level 3 has experiesgguficant competition in attracting and
retaining personnel who possess the skills tHatseeking.

As a result of this significant competition, Lex®hay experience a shortage of qualified persohmsiel 3's businesses are manage:
a small number of key executive officers, partidyldames Q. Crowe, Chief Executive Officer, KeVirO'Hara, President and Chief
Operating Officer and Charles C. Miller, 1l Vi€ghairman and Executive Vice President. The losngfof these key executive officers
could have a material adverse effect on Level 3.

Level 3 must obtain and maintain permits and rightsof-way to operate its network.

If Level 3 is unable, on acceptable terms and timaly basis, to obtain and maintain the franchipesmits and rights-oftay needed t
expand and operate its network, its business dmeilthaterially adversely affected. In addition, ¢hacellation or nonrenewal of the
franchises, permits or rights-of-way that are atsdicould materially adversely affect Level 3. Lle86 communications operating
subsidiaries are defendants in several lawsuitghiegplaintiffs have sought to have certified Ess actions that, among other things,
challenge the subsidiaries’ use of rights-of-ways likely that additional suits challenging udd_evel 3’s rights-of-way will occur and that
those plaintiffs also will seek class certificatidiine outcome of this litigation may increase Le¥slcosts and adversely affect its operating
results.

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

Level 3 is dependent on third-party suppliers fbef, computers, software, optronics, transmissieatronics and related components
that are integrated into its network. If any ofsbeelationships is terminated or a supplier tailgrovide reliable services or equipment and
Level 3 is unable to reach suitable alternativaragements quickly, Level 3 may experience signifi@alditional costs. If that happens,
Level 3 could be materially adversely affected.
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Rapid technological changes can lead to further copetition.

The communications industry is subject to rapid sigdificant changes in technology. In additiore thtroduction of new services or
technologies, as well as the further developmeixidting services and technologies may reducedbBeor increase the supply of certain
services similar to those that Level 3 providesaAssult, Level 3's most significant competitarghie future may be new entrants to the
communications and information services industilé®se new entrants may not be burdened by adlétstase of outdated equipment.
Future success depends, in part, on the abiligntiwipate and adapt in a timely manner to tectgiold changes. Technological changes and
the resulting competition could have a materialemgle effect on Level 3.

Increased industry capacity and other factors couldead to lower prices for Level 3's services.

Additional network capacity available from Levek3ompetitors may cause significant decreasesiptikes for the services that it
offers. Prices may also decline due to capacityemses resulting from technological advances aatkgic acquisitions. Increased
competition has already led to a decline in rates@ed for various telecommunications services.

Level 3 is subject to significant regulation that ould change in an adverse manner.

Communications services are subject to significagtlation at the federal, state, local and intiéonal levels. These regulations affect
Level 3 and its existing and potential competit@rslays in receiving required regulatory approvaisluding approvals relating to
acquisitions or financing activities), completimgdrconnection agreements with incumbent local axgh carriers or the enactment of new
and adverse regulations or regulatory requiremmiatg have a material adverse effect on Level 3dtiteon, future legislative, judicial and
regulatory agency actions could have a materiadesveffect on Level 3.

Federal legislation provides for a significant dgdation of the U.S. telecommunications industngluding the local exchange, long
distance and cable television industries. Thisslegion remains subject to judicial review and #iddal Federal Communications
Commission, or FCC, rulemaking. As a result, Le&8/ebnnot predict the legislation’s effect on ittufie operations. Many regulatory actions
are under way or are being contemplated by fe@demlistate authorities regarding important item&s€hactions could have a material ad\
effect on Level 3's business.

States also often require prior approvals or regttfons for certain transfers of assets, custowreosvnership of certificated carriers and
for issuances by certified carriers of equity dbtde

Level 3 may lose customers if Level 3 experiencegstem failures that significantly disrupt the avaibbility and quality of the services
that it provides.

Level 3's operations depend on its ability to avaidl mitigate any interruptions in service or ragtlicapacity for customers.
Interruptions in service or performance problerosyhatever reason, could undermine confidenctsigdrvices and cause Level 3 to lose
customers or make it more difficult to attract nemes. In addition, because many of Leveal rvices are critical to the businesses of mé
its customers, any significant interruption in seevcould result in lost profits or other loss tstomers. Although Level 3 attempts to
disclaim liability in its service agreements, a rtauight not enforce a limitation on liability, wéti could expose Level 3 to financial loss. In
addition, Level 3 often provides its customers vgitlaranteed service level commitments. If Leved Griable to meet these guaranteed se
level commitments as a result of service interamsj Level 3 may be obligated to provide credignhegally in the form of free service for a
short period of time, to its customers, which cowddjatively affect its operating results.

The failure of any equipment or facility on Leves Bietwork, including the network operations cohtrenter and network data storage
locations, could result in the interruption of @rser service until necessary
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repairs are effected or replacement equipmenstislied. Network failures, delays and errors caitm result from natural disasters, terrorist
acts, power losses, security breaches and comyutises. These failures, faults or errors couldseadelays, service interruptions, expose
Level 3 to customer liability or require expensiedifications that could significantly hurt its tioisss.

Intellectual property and proprietary rights of oth ers could prevent Level 3 from using necessary tenhlogy to provide its services.

If technology that is necessary for Level 3 to paevits services were held under patent by angtbeson, Level 3 would have to
negotiate a license for the use of that technolbgyel 3 may not be able to negotiate such a lieats price that is acceptable. The existence
of such patents, or Level 3’s inability to negagiatlicense for any such technology on acceptabtest, could force Level 3 to cease using the
technology and offering services incorporatingtdehnology.

To the extent that Level 3 is subject to litigati@garding the ownership of its intellectual prapethis litigation could:

* be time-consuming and expensiv

» divert attention and resources away from Lev' s daily business

» impede or prevent delivery of Leve's services; an

* require Level 3 to pay significant royalties, lisémg fees and damage

Parties making claims of infringement may be ablelitain injunctive or other equitable relief tieauld effectively block Level 3’s
ability to provide its services and could causedlé&/to pay substantial damages. In the eventsotaessful claim of infringement, Level 3
may need to obtain one or more licenses from fhamties, which may not be available at a reasonaidg if at all. The defense of any law:

could result in time-consuming and expensive litwa regardless of the merits of such claims, @emdd also result in damages, license fees,
royalty payments and restrictions on Level 3'siaibtb provide services, any of which could harsbusiness.

Canadian law currently does not permit Level 3 to &er services directly in Canada.

Ownership of facilities that originate or terminataffic in Canada is currently limited to Canadw@arriers. This restriction hinders
Level 3's entry into the Canadian market unless@miate arrangements can be made to address it.

Potential regulation of Internet service providersin the United States could adversely affect Level8operations.

The FCC has to date treated Internet service peovids enhanced service providers. In additiongf&®s has to date not sought to
heavily regulate the provision of IP-based servi@mh Congress and the FCC are considering prégtsat involve greater regulation of IP-
based service providers. Depending on the contahteope of any regulations, the imposition of stegjulations could have a material
adverse effect on Level 3’s business and the phufity of its services.

The communications industry is highly competitive \ith participants that have greater resources and greater number of existing
customers.

The communications industry is highly competitiMany of Level 3's existing and potential competittrave financial, personnel,
marketing and other resources significantly gretiten Level 3. Many of these
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competitors have the added competitive advantagdarger existing customer base. In addition,ifigant new competition could arise as a
result of:

» the consolidation in the industry, led by AT&T avidrizon;
« allowing foreign carriers to compete in the U.Srke#

» further technological advances; ¢

« further deregulation and other regulatory initiat\

If Level 3 is unable to compete successfully, Le3/slbusiness could be significantly hurt.

Level 3 may be unable to successfully identify, maige and assimilate future acquisitions, investmentnd strategic alliances, which
could adversely affect its results of operations.

Level 3 continually evaluates potential investmertd strategic opportunities to expand its netwernkiance connectivity and add
traffic to the network. In the future, Level 3 msgek additional investments, strategic alliancesroilar arrangements, which may expose
Level 3 to risks such as:

» the difficulty of identifying appropriate investmisn strategic allies or opportunitie

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

» the possibility that definitive agreements will o finalized;

» potential regulatory issues applicable to the lemunications busines

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

» the inability of management to capitalize on thpantunities presented by these arrangements
» the possibility of insolvency of a strategic a

There can be no assurance that Level 3 would ssitdlysovercome these risks or any other problentoantered with these
investments, strategic alliances or similar arramgygs.

Other Operations
Environmental liabilities from Level 3's historical operations could be material.

Environmental liabilities from Level 3's historicaperations could be material. Level 3’s operatiand properties are subject to a wide
variety of laws and regulations relating to envirental protection, human health and safety. These hnd regulations include those
concerning the use and management of hazardouscarbazardous substances and wastes. Level 3 liesand will continue to make
significant expenditures relating to its environitaicompliance obligations. Level 3 may not atiafles be in compliance with all of these
requirements.

In connection with certain historical operationsykl 3 has responded to or been notified of paikativironmental liability at
approximately 148 properties as of December 3152D6vel 3 is engaged in addressing or has liqa@l@d of those properties. Of these:
(@) Level 3 has formal commitments or other potgrititure costs at 13 sites; (b) there are 11 sitftsminimal future costs; (c) there are 12
sites with unknown future costs; and (d) there3@rsites with no likely future costs. The remainigproperties have been dormant for
several years. Level 3 could be held liable, jgint severally, and without regard to fault, fockunvestigation and remediation. The
discovery of additional environmental liabilitieslated to historical operations or changes in exgstnvironmental requirements could ha\
material adverse effect on Level 3.
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Potential liabilities and claims arising from coaloperations could be significant.

Level 3's coal operations are subject to extenkiwes and regulations that impose stringent operatjonaintenance, financial
assurance, environmental compliance, reclamatéstoration and closure requirements.

These requirements include those governing aivaatdr emissions, waste disposal, worker healthsafety, benefits for current and
retired coal miners, and other general permitting licensing requirements. Level 3 may not atiales be in compliance with all of these
requirements. Liabilities or claims associated wfitls non-compliance could require us to incur mateosts or suspend production. Mine
reclamation costs that exceed reserves for theienhialso could require Level 3 to incur mateciasts.

General
If Level 3 is unable to comply with the restrictiors and covenants in its debt agreements, there woubd a default under the terms of
these agreements, and this could result in an aceetion of payment of funds that have been borrowed

If Level 3 was unable to comply with the restricisoand covenants in any of its debt agreements theuld be a default under the
terms of those agreements. As a result, borrowinger other debt instruments that contain crosstacation or cross-default provisions may
also be accelerated and become due and payabley f these events occur, there can be no assuthaicLevel 3 would be able to make
necessary payments to the lenders or that Levalu8dibe able to find alternative financing. Evehéivel 3 was able to obtain alternative
financing, there can be no assurance that it woeldn terms that are acceptable.

Level 3 has substantial debt, which may hinder itgrowth and put Level 3 at a competitive disadvantag.
Level 3's substantial debt may have important cqneaces, including 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 ataiele terms

e asubstantial portion of Level 3's cash flow wil hsed to make principal and interest paymentsutstanding debt, reducing the
funds that would otherwise be available for operatiand future business opportunit

e asubstantial decrease in cash flows from operatitigities or an increase in expenses could madtéficult to meet debt service
requirements and force modifications to operati

* Level 3 has more debt than certain of its compestitwhich may place Level 3 at a competitive disadage; ani
* substantial debt may make Level 3 more vulnerabBedownturn in business or the economy genei
Level 3 had substantial deficiencies of earningsoeer fixed charges of approximately $504 millfonthe nine months ended
September 30, 2006. Level 3 had deficiencies ofiegs to cover fixed charges of $634 million foe iiscal year ended December 31, 2005,

$409 million for the fiscal year ended DecemberZ104, $681 million for the fiscal year 2003, $988lion for the fiscal year 2002 and
$4,356 million for the fiscal year 2001.

Level 3 may not be able to repay its existing debfailure to do so or refinance the debt could prevat Level 3 from implementing its
strategy and realizing anticipated profits.

If Level 3 were unable to refinance its debt ordise additional capital on acceptable terms, L8iehbility to operate its business
would be impaired. As of September 30, 2006, orodqrma basis giving effect to
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the issuance of the original notes, Level 3 hadggregate of approximately $7.253 billion of loegat debt on a consolidated basis,
excluding discount and fair value adjustments, iantliding current maturities, and approximately $%6illion of stockholders’ equity.

Level 3's ability to make interest and principalyp®ents on its debt and borrow additional fundsawofable terms depends on the future
performance of the business. If Level 3 does neéleough cash flow in the future to make inteoegtrincipal payments on its debt, Leve
may be required to refinance all or a part of ébtcbr to raise additional capital. Level 3 caramgure you that it will be able to refinance its
debt or raise additional capital on acceptable serm

Restrictions and covenants in Level 3's debt agreesnts limit its ability to conduct its business anatould prevent Level 3 from
obtaining needed funds in the future.

Level 3's debt and financing arrangements containraber of significant limitations that restrict ability to, among other things:
e borrow additional money or issue guarant:
e pay dividends or other distributions to stockhos
* make investment:
» create liens on asse
» sell assets
» enter into sa-leaseback transactior
» enter into transactions with affiliates; a
* engage in mergers or consolidatic

If certain transactions occur with respect to LeveB3’s capital stock, Level 3 may be unable to fullytilize its net operating loss
carryforwards to reduce its income taxes.

As of December 31, 2005, Level 3 had net operdtiag carryforwards of approximately $5.9 billionm federal income tax purposes. If
certain transactions occur with respect to Levslcipital stock that result in a cumulative owngrshange of more than 50 percentage
points by 5-percent shareholders over a threeye@od as determined under rules prescribed bytBe Internal Revenue Code and
applicable regulations, annual limitations wouldits@osed with respect to Level 3's ability to wdiits net operating loss carryforwards and
certain current deductions against any taxablehiteaves in future periods. Level 3 has enteredtirasiosactions over the last three years
resulting in significant cumulative changes in tivenership of its capital stock. Additional transac$ could cause Level 3 to incur a
50 percentage point ownership change by 5% shatetsohnd, if Level 3 triggers the abaveted Internal Revenue Code imposed limitati
prevent it from fully utilizing net operating losarryforwards and certain current deductions taicedncome taxes. Level 3 does not believe
its net operating loss carryforwards will be lindgitia 2006 or thereafter, based on information add at the time of this filing.

Increased scrutiny of financial disclosure, particlarly in the telecommunications industry in which Level 3 operates, could adversely
affect investor confidence, and any restatement @farnings could increase litigation risks and limitLevel 3's ability to access the
capital markets.

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

If Level 3 was required to restate its financialtetments as a result of a determination that L8Veld incorrectly applied generally
accepted accounting principles, that restatemaritiadversely affect its ability to
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access the capital markets or the trading pridts gfecurities. The recent scrutiny regarding foialreporting has also resulted in an increase
in litigation in the telecommunications industryhére can be no assurance that any such litigagjaimst Level 3 would not materially
adversely affect its business or the trading poifckeevel 3's securities.

Terrorist attacks and other acts of violence or wammay adversely affect the financial markets and Les 3's business.

Since the September 11, 2001 terrorist attacksahdequent events, there has been considerablgainigein world financial markets.
The full effect on the financial markets of thesems, as well as concerns about future terrottatls, is not yet known. They could,
however, adversely affect Level 3's ability to dbtéinancing on terms acceptable to Level 3, calht

There can be no assurance that there will not tteduterrorist attacks against the United Statdd.8. businesses. These attacks or
armed conflicts may directly affect Level 3's phgaifacilities or those of Level 8'customers. These events could cause consumédeace
and spending to decrease or result in increasedilitylin the U.S. and world financial markets amcbnomy. Any of these occurrences could
materially adversely affect Level 3’s business.

Level 3's international operations and investmentgxpose Level 3 to risks that could materially advesely affect the business.

Level 3 has operations and investments outsideeobtnited States, as well as rights to undersela calpacity extending to other
countries, that expose Level 3 to risks inhereimternational operations. These include:

» general economic, social and political conditic
» the difficulty of enforcing agreements and collagtreceivables through certain foreign legal systt
» tax rates in some foreign countries may exceeckthothe U.S.

» foreign currency exchange rates may fluctuate, lvbauld adversely affect our results of operatiand the value of Level 3's
international assets and investme

» foreign earnings may be subject to withholding fegfuents or the imposition of tariffs, exchangetcols or other restriction:

» difficulties and costs of compliance with foreigtwls and regulations that impose restrictions oreL8is investments and
operations, with penalties for noncompliance, idalg loss of licenses and monetary fir

« difficulties in obtaining licenses or interconnectiarrangements on acceptable terms, if at all
» changes in U.S. laws and regulations relating teigm trade and investmel

Risks Relating to the Notes
You may not be able to sell your original notes ifou do not exchange them for new notes in the exange offer.

If you do not exchange your original notes for neates in the exchange offer, your original notds eaintinue to be subject to the
restrictions on transfer as stated in the legentheroriginal notes. In general, you may not repffesell or otherwise transfer the original
notes in the United States unless they are:

» registered under the Securities A
» offered or sold under an exemption from the SeiegriAct and applicable state securities la
» offered or sold in a transaction not subject toSkeurities Act and applicable state securitiesjax

The Issuer does not currently anticipate thatlit iegister the original notes under the Securifies
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Holders of the original notes who do not tender thie original notes will have no further registration rights under the registration
agreement.

Holders who do not tender their original notes eptdor limited instances involving the initial mivaser or holders of original notes
who are not eligible to participate in the exchaatfer or who do not receive freely transferablevmmtes in the exchange offer, will not hi
any further registration rights under the registraagreement or otherwise and will not have rigbteeceive special interest.

The market for original notes may be significantlymore limited after the exchange offer and you may @t be able to sell your original
notes after the exchange offer.

If original notes are tendered and accepted fohamxge under the exchange offer, the trading méoketriginal notes that remain
outstanding may be significantly more limited. Aseault, the liquidity of the original notes nonhtkered for exchange could be adversely
affected. The extent of the market for originalasoand the availability of price quotations woudghend upon a number of factors, including
the number of holders of original notes remainingstanding and the interest of securities firmmaintaining a market in the original notes.
An issue of securities with a similar outstandingrket value available for trading, which is caltbd “float,” may command a lower price
than would be comparable to an issue of secusititsa greater float. As a result, the market pfareoriginal notes that are not exchanged in
the exchange offer may be affected adversely giatinotes exchanged in the exchange offer rethec@ioat. The reduced float also may
make the trading price of the original notes thiatreot exchanged more volatile.

Your original notes will not be accepted for exchage if you fail to follow the exchange offer procedwes and, as a result, your original
notes will continue to be subject to existing trarfer restrictions and you may not be able to sell ya original notes.

The Issuer will not accept your original notesédachange if you do not follow the exchange offergedures. The Issuer will issue new
notes as part of the exchange offer only aftemalif receipt of your original notes, a properly qdeted and duly executed letter of
transmittal and all other required documents. Tioeeg if you want to tender your original notessgmde allow sufficient time to ensure timely
delivery. If the Issuer does not receive your aordgjinotes, letter of transmittal and other requateduments by the expiration date of the
exchange offer, we will not accept your originatesfor exchange. The Issuer is under no dutyvie gotification of defects or irregularities
with respect to the tenders of original notes farhange. If there are defects or irregularitiehwéspect to your tender of original notes, the
Issuer will not accept your original notes for eanpe.

There is no established trading market for the newotes.
The new notes will constitute a new issue of séiegrivith no established trading market, and tlcsarebe no assurance as to:
« the liquidity of any such market that may devel
« the ability of holders of new notes to sell theimnnotes; o
» the price at which the holders of new notes wo@dble to sell their new note

If such a market were to exist, the new notes ctralde at prices that may be higher or lower tihair forincipal amount or purchase price,
depending on many factors, including prevailingiest rates, the market for similar notes and imantial performance.

The Issuer’s subsidiaries must make payments to thissuer in order for the Issuer to make payments othe notes, and Parent’s
subsidiaries must make payments to Parent in ordeior Parent to make payment on its obligations as guarantor of the notes.

The Issuer is a holding company with no materiattsother than the stock of its subsidiaries1th&5% Proceeds Note, the Loan
Proceeds Note, the Floating Rate Proceeds Notd 225% Proceeds Note and the

27



Table of Contents

Offering Proceeds Note. Accordingly, the Issuet dépend upon dividends, loans or other distrimgior payments from its subsidiaries, or
capital contributions from Parent, to generateftinels necessary to meet its financial obligatieamspding its obligations to pay you as a
holder of notes. The Issuer’s subsidiaries maygeoerate earnings sufficient to enable it to msgtayment obligations. The Issuer’'s
subsidiaries are legally distinct from it and, wsl¢hey guarantee the notes, have no obligatipay@mounts due on the Issuer’s debt or to
make funds available to it for such payment. SihiléParent, the Issuer’s parent company and aagar of the notes, is a holding company
with no material assets other than the stock dfiitssidiaries and the Parent Intercompany Noteo#liegly, Parent depends upon dividends,
loans or other distributions or payments from itessdiaries, including the Issuer, to generatefines necessary to meet its financial
obligations, including its obligations as a guacamf the notes. Future debt of certain of the éssusubsidiaries may prohibit the payment of
dividends or the making of loans or advances temasr the Issuer. In addition, the ability of sstibsidiaries to make such payments, loans
or advances is limited by the laws of the relewsates in which such subsidiaries are organizédcated. In certain circumstances, the prior
or subsequent approval of such payments, loandvamnaes is required from applicable regulatory sdir other governmental entities. To
the extent the Issuer cannot access the cash fldw subsidiaries, and Parent is unable to actessash flow of its subsidiaries, including
Issuer, the Issuer may not have access to sufficésh to repay the notes, and Parent may notsafieient cash to comply with its
guarantee obligations on the notes.

Because the notes are structurally subordinated tthe obligations of the Issuer’s subsidiaries, you ay not be fully repaid if the Issuer
becomes insolvent.

Substantially all of the Issuer’s operating asaetsheld directly by its subsidiaries, including principal operating subsidiary, Level 3
LLC. Each of Parent and the Issuer has agreeddeasor in good faith using commercially reasonaifferts to cause Level 3 LLC to obtain
all material governmental authorizations and cotsseaquired in order for it to guarantee the natethe earliest practicable date and to enter
into a guarantee of the notes promptly therealftewever, there can be no assurance that Parerhanssuer will be successful in obtaining
the required regulatory approvals to permit LeveL® to guarantee the notes. None of the Issughisrasubsidiaries is required to be a
guarantor of the notes. Holders of any preferredksof any of the Issuer’s subsidiaries and cresljtmcluding trade creditors and other
subsidiaries of Parent that have made intercomfzames to the Issuer’s subsidiaries, of any of thmsgesidiaries have and will have claims
relating to the assets of that subsidiary thaeéfiectively senior to the notes. That is, the natesstructurally subordinated to the debt,
preferred stock and other obligations of the ISsumrbsidiaries that are not guarantors. The 155d€r75% Senior Notes due 2011, Floating
Rate Senior Notes due 2011, 12.25% Senior Note2d1@ and the and senior secured term loan undartended and restated credit
agreement are guaranteed by Level 3 LLC and, atagyd are structurally senior to the notes at Led/eLC until such time, if any, as
Level 3 LLC guarantees the notes. Any guarantébeohotes issued by Level 3 LLC or any other suasjcdf Parent will be subordinated to
Level 3 LLC'’s or such other subsidiary’s guararaéée senior secured term loan under the amenagedestated credit agreement. As of
September 30, 2006, the Issuer’s subsidiaries ppbaimately $1.250 billion in aggregate indebtezinend other balance sheet liabilities
(excluding deferred revenue), excluding interconypabilities, all of which is structurally seni¢o the notes.

Although the notes will initially benefit from somestructural seniority to Parent’s indebtedness, esiting and future intercompany
indebtedness and other actions could limit or elinmate this seniority.

Level 3 LLC is the obligor on the Parent Intercompalote, which evidences loans previously made fRarent to Level 3 LLC, and
the 10.75% Proceeds Note, the 12.25% Proceeds thetE|oating Rate Proceeds Note and the Loan Bdsddote, each of which evidences
loans previously made from the Issuer to Level £LAs of September 30, 2006, the outstanding gral@mount of the Parent Intercomp
Note was approximately $15.5 billion, the outstawigdprincipal amount of the 10.75% Proceeds Note$&89.0 million, the outstandir
principal amount of the 12.25% Proceeds Note w&® Ebmillion, the outstanding principal amount loé t-loating Rate Proceeds Note was
$150.0 million and the outstanding principal amooifnthe Loan Proceeds Note was $730.0 million. [Bsaer lent the net proceeds of the
issuance of the notes, together with cash on haridgvel 3
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LLC in return for the Offering Proceeds Note fromviel 3 LLC in an aggregate principal amount eqodhé aggregate principal amount of
the notes. Level 3 LLC, Parent and the Issuer leatered into a Parent Intercompany Note subordinagreement that subordinates, upon
the liquidation, dissolution or winding up of Le\@LLC or in a bankruptcy, reorganization, insolegnreceivership or similar proceeding
relating to Level 3 LLC or its property, Level 3 Cis obligations with respect to the Parent Interpany Note to Level 3 LLC’s obligations
with respect to the Offering Proceeds Note. TheRtantercompany Note is subordinated on the sanmestto the 10.75% Proceeds Note,
Floating Rate Proceeds Note and the 12.25% Prodéates There is no restriction, however, on LevelLE’s ability to repay a portion or ¢

of the principal of the Parent Intercompany Notéago than in a bankruptcy or similar proceedingl encertain cases the Issuer may be able
to transfer the Offering Proceeds Note, includim@arent. If Level 3 LLC prepays the Parent Intergany Note or the Issuer transfers the
Offering Proceeds Note to Parent or a subsidiafasént, the subordination of Level 3 LLC’s obligas on the Parent Intercompany Note to
its obligations on the Offering Proceeds Note wilt provide any benefit to the holders of the noté® Offering Proceeds Note is not
pledged as security for the benefit of the holaddthe notes, and Level 3 LLC’s obligations on Baent Intercompany Note are not
subordinated in any way to obligations with resgedhe notes themselves or with respect to anyagii@es of the notes (including any future
guarantee by Level 3 LLC). Moreover, the Issuerfiadged the Loan Proceeds Note, the 10.75% Pred¢ei#, the Floating Rate Proceeds
Note and the 12.25% Proceeds Note and the Offénngeeds Note to secure its obligations underriended and restated credit agreerr
Parent has pledged the Parent Intercompany Natectare its obligations under the amended and eestagdit agreement. The 10.75%
Proceeds Note, the Floating Rate Proceeds Not¢hant?.25% Proceeds Note are subordinated to tae Pooceeds Note pursuant to a
subordination agreement by and among the IssusgnPand Level 3 LLC. The Offering Proceeds Notal$® subordinated to the Loan
Proceeds Note pursuant to a subordination agreesmégrted into by and among the Issuer, Parent axd| 13 LLC. The right of the Issuer to
payment under the Offering Proceeds Note wilpba passuo the right of the Issuer to payment under th&3% Proceeds Note, the
Floating Rate Proceeds Note and the 12.25% Prodéates

Although Parent, the Issuer and Level 3 LLC willrbstricted under the terms of the indenture gamgrthe notes from taking certain
actions with respect to the Offering Proceeds Nibie Parent Intercompany Note and the Parent longpany Note subordination agreement,
neither the trustee for the notes nor the holdetseonotes will be parties to, or third party biciaries of, the subordination agreement or the
Offering Proceeds Note. See “Description of Noteser&ln Covenants—Limitation on Actions with respecExisting Intercompany
Obligations.” Because the Parent Intercompany Moseibordinated to the 10.75% Proceeds Note, thegtiRh Rate Proceeds Note, the
12.25% Proceeds Note and the Offering Proceeds Notiant to separate subordination agreememseibr more of these notes were
transferred by the Issuer, conflicts could ariserughe liquidation, dissolution or winding up ofuat 3 LLC or in a bankruptcy,
reorganization, insolvency, receivership or simgesceeding relating to Level 3 or its property.

The Issuer and its subsidiaries will transfer assetto Parent at least to the extent necessary to sae Parent’s existing debt obligations
and those assets will not be available to repay thmtes.

The indenture relating to the notes contains sukistlexibility for the Issuer and its subsidiasito transfer assets (by dividend, sale,
loans or otherwise) to Parent. Transferred assaysnuot be directly or indirectly available to reghg notes. The Issuer and its subsidiaries
will transfer assets to Parent at least to thengxtecessary to service Parent’s existing debgatitins. Although Parent will guarantee the
repayment of the notes, the guarantee is not seéeure ranks equal with other unsecured debt ofrfPared effectively junior to all secured
debt of Parent. Parent has substantial debt odlisanAs of September 30, 2006 Parent had, on aansolidated basis, approximately
$4.628 billion of total indebtedness, excludingcdisnt and fair value adjustments, none of whickeisured, and approximately $876 million
of which constituted subordinated indebtedness.ifithentures relating to the notes and each issoatsfanding notes of Parent permit Pe
to incur substantial additional debt, including staintial amounts of additional secured debt. Thxstsuntial level of debt makes it more
difficult for Parent to honor its obligations undtr guarantee of the notes. Substantial amourgsaf existing debt of Parent will, and future
debt of Parent may, mature prior to the notesdtfitan,
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in certain instances proceeds from the sale, teamsfother disposition of assets of the Issuerignslbsidiaries may be used to repay debt of
Parent. See “Description of Notes—Certain Coverahimitation on Asset Dispositions.”

Because the notes that you hold are unsecured, ymay not be fully repaid if the Issuer becomes inseént, and guarantees of the note
and guarantees of the Offering Proceeds Note are Isordinated to guarantees of the senior secured terfoan under the Issuer’s
amended and restated credit agreement, and creditsrunder the amended and restated credit agreemenate prior claims over the
proceeds of certain intercompany obligations.

The notes are not secured by any of the Issues&t@sr the Issuer’s subsidiaries’ assets. Thesraogeeffectively junior to obligations
incurred under the Issueramended and restated credit agreement whictaragieed by Parent and Level 3 LLC and securedsapstantia
portion of Parens assets and by substantially all of the assdts sfibsidiaries (including the Issuer), includthg Parent Intercompany Nc
the 10.75% Proceeds Note, the Loan Proceeds Met&lbating Rate Proceeds Note, the 12.25% Prodéetesand the Offering Proceeds
Note, and will also be effectively junior to thensar secured term loan under the amended and edstatdit agreement and any other sec
obligations incurred under any future credit faigh, receivables and purchase money indebtedoeasisalized leases and certain other
arrangements that are secured. If the Issuer becorselvent, the holders of the senior secured team under the amended and restated
credit agreement and any other secured debt weaklwe payments from the assets pledged as sebafiye you receive payments and any
remaining proceeds after repayment of the senimirse term loan under the amended and restated aggdement and any debt incurred
under any future secured credit facilities maytsufficient to repay the notes. The indenturatired to the notes expressly permits
guarantees, if any, of the notes provided by siudn$éss of the Issuer to be subordinated to oblagetiof such subsidiaries under such senior
secured debt. Any guarantee by Level 3 LLC of thes will be subordinated to Level 3 LLC’s guaranté the senior secured term loan
under the amended and restated credit agreemeditigkailly, guarantees of the notes (other thareRtzs guarantee), the Offering Proceeds
Note and guarantees of such intercompany notelshevBubordinated to obligations in respect ofdhreended and restated credit agreer
and any future senior secured debt. Accordinglidérs of the senior secured term loan and othetr afebe Issuer that has a senior guarantee
from the Issuer’s restricted subsidiaries, inclgdirevel 3 LLC, will have senior claims against tlestricted subsidiaries providing such
guarantees.

Parent has substantial existing debt and could ineusubstantial additional debt, so it may be unabléo make payments on its
guarantee of the notes.

As of September 30, 2006, on a pro forma, as aljusasis giving effect to the issuance of theioaighotes, Parent had on a
consolidated basis approximately $7.253 billionodél indebtedness, excluding discount and faweadjustments. The indenture relating to
the notes and each issue of Pamentitstanding notes permits it to incur substaatigitional debt. The substantial level of debt esait more
difficult for Parent to honor its obligations under guarantee of the notes. Substantial amourfacdnt’s existing debt will, and its future
debt may, mature prior to the notes. In additioevél 3 had, on a consolidated basis, deficienaids iratio of earnings to fixed charges and
preferred stock dividends of approximately $504iomlfor the nine months ended September 30, 2066.Company had deficiencies of
$634 million for the fiscal year ended 2005, apjpmately $409 million for the fiscal year ended 2G0#, approximately $681 million for tl
fiscal year ended 2003. See “Ratio of Earningsited-Charges.” Level 3 may not become profitableustain profitability in the future.
Accordingly, the Issuer may not have access tadgeffit funds to make payments on the notes.

If Parent experiences a change of control, the Issaumay be unable to purchase the notes you hold esquired under the indenture
relating to the notes.

Upon the occurrence of certain designated evemdssuer must make an offer to purchase all oudstg notes at a purchase price
equal to 101% of the principal amount of the nopdss accrued interest. The Issuer
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may not have sufficient funds to pay the purchasmgor all the notes tendered by holders seetdraccept the offer to purchase. In addit
the indenture relating to the notes and Level #eodebt agreements, including the Issuer's anteadd restated credit agreement, may
require the Issuer and/or Parent to repurchasettiee debt upon a change of control or may proltiigtissuer and/or Parent from purchasing
any notes before their stated maturity, includipgrua change of control. Subject to certain exoegtithe amended and restated credit
agreement requires the Issuer to prepay the seedured term loan and any other loans under thefssamended and restated credit
agreement within 30 days after the occurrenceabfamge of control triggering event (as definechim issuer’'s amended and restated credit
agreement). See “Description of Notes—Certain Cam&s+—Change of Control Triggering Event.”

Federal and state statutes allow courts, under spific circumstances, to void guarantees and requiraeote holders to return payments
received from guarantors.

The notes are guaranteed by Parent and may, uedainccircumstances in the future, be guarantgeslibsidiaries of the Issuer or
other subsidiaries of Parent, including Level 3 LILthder the federal bankruptcy law and comparaldeigions of state fraudulent transfer
laws, a guarantee could be voided, or claims ipaetsof a guarantee could be subordinated to lafiratebts of that guarantor if, among other
things, the guarantor, at the time it incurredititebtedness evidenced by its guarantee:

» received less than reasonably equivalent valuaipconsideration for the incurrence of the guarananc

» was insolvent or rendered insolvent by reason®irhurrence of the guarantee;

* was engaged in a business or transaction for whelguarant( s remaining assets constituted unreasonably sinaitiad; or
» intended to incur, or believed that it would incdepts beyond its ability to pay those debts ag thature.

In addition, any payment by that guarantor purstaits guarantee could be voided and requireceteeburned to the guarantor, or to a
fund for the benefit of the creditors of the guaoan

The measures of insolvency for purposes of theaalfrient transfer laws will vary depending uponléive applied in any proceeding to
determine whether a fraudulent transfer has ocduenerally, however, a guarantor would be comstlesolvent if:
» the sum of its debts, including contingent liakgkt was greater than the fair saleable valuel of étis assets

» the present fair saleable value of its assets @sssthan the amount that would be required to tggyrobable liability on its
existing debts, including contingent liabilities, they become absolute and mature

e it could not pay its debts as they become

In certain circumstances, subsidiaries of Paremnt pnavide guarantees of the Offering Proceeds Natg.such guarantee could be
subject to the same risks described above.

The trading market for the notes may be limited.

The new notes will be new securities for which ¢heurrently is no established trading market. Waakaintend to apply for listing of
the notes on any securities exchange or for quotati any automated dealer quotation system. Ifadriie notes are traded after their initial
issuance, they may trade at a discount from th@icipal amount depending upon many factors, inciggrevailing interest rates, the market
for similar securities and other factors, includgeneral economic conditions and our financial dod, performance and prospects. Any
decline in trading prices, regardless of the caneg, adversely affect the liquidity and trading keds for the new notes.
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USE OF PROCEEDS
Neither the Issuer nor the Parent will receive proceeds from the exchange pursuant to the exclatfege

The net proceeds from the offerings of the origimates, after deducting the initial purchaserstdist and fees and expenses of the
offering, were approximately $587 million. The debpresented by the notes constitutes purchaseymodebtedness under the existing
indentures of Level 3 and will be used solely toduhe cost of construction, installation, acqiosit lease, development or improvement of
any Telecommunications/IS Assets (as defined irettigting indentures of Level 3), including thelegsirchase price of any past, pending or
future acquisitions.
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SELECTED HISTORICAL FINANCIAL DATA OF LEVEL 3

The selected financial data set forth below forfibeal years ended December 31, 2005, 2004, ZIWR, and 2001 have been derived

from Level 3's audited consolidated financial sta¢mts and the notes related thereto. The seleictaicial data for the nine month periods
ended September 30, 2006 and 2005 are derivedlfemel 3's unaudited consolidated financial statetsiehhe unaudited financial
statements include, in Level 3's opinion, all atusnts, consisting of normal recurring adjustmemégessary for a fair presentation of the
results for the unaudited periods. You should bt on these interim results as indicative of rssuével 3 may expect for the full year or i
other interim period. The selected financial dataferth below has been restated for all periogsgnted to reflect Software Spectrum’s
historical results of operations and financial fiosias discontinued operations due to its sal8eptember 7, 2006.

Nine Months
Ended
September 30, Year Ended December 31,(1)
2006(2) 2005 2005 2004 2003 2002 2001
(unaudited) (dollars in millions, except per share amounts)
Results of Operation:
Revenue $2,532 $1,301 $1,71¢ $1,77¢ $2,027 $1,21t $1,41(C
Loss from continuing operations( (559) (481) (707) 47¢) (695) (872 (4,35)
Net loss(4, (507) (469) (63€) (45€) (711) (858) (4,979
Per Common Shar
Loss from continuing operatiol (0.5 (0.69 (1.01) (.70 (1.2 (219 (11.69
Net loss (0.549 (0.679) (0.97) (0.67) (1.2¢) (2.11) (13.3)
Dividends(5) — — — — — — —
Financial Position (period enc
Total asset 9,34: 8,271 7,544 8,30z 8,972 9,32¢
Current portion of lon-term debt(6’ 5 — 142 124 3 5
Long-term debt, less current portion| 6,571 6,02 5,067 5,24¢ 6,102 6,20¢
Stockholder equity (deficit)(7) 562 (47¢) (157 181 (240 (65)

(1)

()
(3)

The operating results of Software Spectrum,, bich was acquired in 2002 and sold in Septer2bé6,(i) Structure, LLC computer
outsourcing services business sold in 2005, themdsd Fiber Optic Network business acquired from@gninc. in 2003 and sold in
2003, Level 3's Asian communications operationsiciviLevel 3 agreed to sell in 2001, as well as\Bafe Spectrum’s contact service
business obtained in the Software Spectrum acouisit 2002 and sold in 2003 are included in distwed operations for all periods
presented for which Level 3 owned each busir

Level 3 purchased substantially all of the asaatsoperations of Genuity, Inc. in February 20a8.el 3 also purchased Telverse
Communications, Inc. in July 200

Level 3 acquired the managed modem businesses®ald Sprint on April 1, 2004 and October 1, 20@4pectively
Level 3 purchased WilTel Communications Group, LbEWilTel, on December 23, 200

Level 3 purchased Progress Telecom, LLC on Maf; 2006, ICG Communications, Inc. on May 31,&0elCove, Inc. on July 24,
2006 and Looking Glass Networks Holding Co., IntAugust 2, 200€

In 2001, Level 3 recorded a $3.2 billion impaént charge to reflect the reduction in the cagyamount of certain of its
communications assets in accordance with SFAS Bl "Accounting for the Impairment or Disposal ofrigsLived Assets”. Also in
2001, Level 3 recognized a gain of $1.1 billioraagsult of the early extinguishment of I-term debt

In 2002, Level 3 recognized approximately $7diomlof termination and settlement revenue, $18Mioni of impairment and
restructuring charges, a gain of approximately $i@lion from the sale of Commonwealth TelephoneeEprises, Inc. common stock,
$88 million of induced conversion expenses attabié to the
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(4)

(5)

(6)

exchange of Level 3's convertible debt securitfd20 million of federal tax benefits due to legigla enacted in 2002 and a gain of
$255 million as a result of the early extinguishinefrlonc-term debt

In 2003, Level 3 recognized approximately $348iom of termination and settlement revenue, $48iom of impairment and
restructuring charges, a gain of approximately 8illon from the sale of “91 Express Lanes” tolabassets and $200 million of
induced conversion expenses attributable to theange of Level 3 convertible debt securities, and recognized a g$41 million a:
a result of the early extinguishment of I-term debt

In 2004, Level 3 recognized a gain of $197 millas a result of the early extinguishments of aeftag-term debt and $113 million of
termination revenue

In 2005, Level 3 recognized $133 million of terntina revenue and approximately $23 million of impagnt and restructuring charg

In 2001, Level 3 agreed to sell its Asian telamunications business to Reach Ltd. and recordachpairment charge of $516 million
related to its discontinued Asian operations. Lesg@ributable to the Asian operations were $8%aniffor fiscal 2001

In 2005, Level 3 sold) Structure, LLC and recognized a gain on the sa8fmillion. For fiscal years 2005 and 200 Structure
revenues approximated costs. Losses attributatifetoperations f) Structure for fiscal years 2003, 2002 and 2001 @&iémillion,
$6 million and $22 million, respectivel

In September 2006, Level 3 sold Software Spectiom and recognized a gain on the sale of $3BamilThe income (loss) from
operations of Software Spectrum were $13 milliod &2 million for the nine months ended Septemi@e2806 and 2005,
respectively, and $20 million, $20 million, ($9)llicin and $18 million for the fiscal years 2005,020 2003 and 2002, respectively. The
results of operations of Software Spectrum areunfedi in discontinued operations for all periodsented

Level 3’s current dividend policy, in effechse April 1998, is to retain future earnings foe irs the company’s business. As a result,
management does not anticipate paying any castietids on shares of common stock in the foreseéatole. In addition, Level 3 is
effectively restricted under certain covenants fipaging cash dividends on shares of its commorks

In 2001, Level 3 negotiated an increase intdt@ amount available under its senior secureditfacility to $1.775 billion and
borrowed $650 million under the facility. Also i@@1, one of Level 3's subsidiaries repurchasediguisash and common stock,
approximately $1.9 billion face amount of Level Bag-term debt and recognized a gain of approxefgal.1 billion as a result of the
early extinguishment of det

In 2002, Level 3 received net proceeds of $488anifrom the issuance of $500 million of 9% Jun{@onvertible Subordinated Notes
due 2012. Also in 2002, Level 3 repurchased, usaslh and common stock, approximately $705 millasefamount of its long-term
debt and recognized a gain of approximately $29komias a result of the early extinguishment ot

In 2003, Level 3 received net proceeds of $848anifrom the issuance of $374 million of 2.875%rtwertible Senior Notes due 2010
and the issuance of $500 million of 10.75% Seniotel due 2011. Level 3 completed a debt exchangeebt it issued $295 million
(face amount) of 9% Convertible Senior Discountééadue 2013 and common stock in exchange for $36@m(book value) of long-
term debt. In addition, Level 3, using cash on haestricted cash and the proceeds from the issuaiihe 10.75% Senior Notes due
2011, repaid in full, the $1.125 billion purchasemay indebtedness outstanding under its senioregauedit facility. Also in 2003,
Level 3 repurchased, using common stock, approeiy&l.007 billion face amount of its long-term tahd recognized a gain of
approximately $41 million as a result of the eanyinguishment of deb

In 2004, Level 3 received net proceeds of $98Kanifrom the issuance of a $730 million seniocwed term loan due 2011 and the
issuance of $345 million of 5.25% Senior Conveetillotes due 2011. Level 3 used the net procee@pay portions of its 9.125%
Senior Notes due 2008, 11% Senior Notes due 2@B%d Senior Discount Notes due 2008 and 10.75%08&niro Notes due 2008.
Level 3 repurchase
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(7)

portions of the outstanding notes at prices ranfiimm 83 percent to 89 percent of the repurchaged &mount. The net gain on the
early extinguishment of the debt, including tranigsccosts, realized foreign currency losses araimartized debt issuance costs, was
$50 million for these transactions. Also in 2004ykl 3 paid approximately $54 million and assumielibations to extinguish a capital
lease obligation and recognized a gain of $147anilbn the transactiol

In 2005, Level 3 received net proceeds of $87Kanifrom the issuance of $880 million of 10% Centible Senior Notes due 2011.

Also in 2005, one of Level 3's wholly owned subairis received net proceeds of $66 million fromdbmpletion of a refinancing of
the mortgage of Level 3's corporate headquartdie.subsidiary entered into a new mortgage loary0friillion at an initial fixed rate
of 6.86% through 201(

In March 2006, one of Level 3's wholly owned sidiaries received net proceeds of $379 million fribra issuance of $150 million of
Floating Rate Senior Notes due 2011 and $250 mithb12.25% Senior Notes due 2013. The wholly owsidasidiary also received
$300 million in net proceeds from the issuancerpédditional $300 million of 12.25% Senior Noteed013 in April 2006

In June 2006, Level 3 received net proceeds 263$8illion from the issuance of $335 million of 3s5Convertible Senior Notes due
2012.

In 2001, Level 3 issued approximately 16 millghares of common stock, valued at approximaté®yrillion, in exchange for long-
termr-debt.

In 2002, Level 3 issued approximately 47 millsirares of common stock, valued at approximatelg $dlion, in exchange for long-
term debt. Included in the value of common stoskeésl are induced conversion premiums of $88 mificwrconvertible debt securitie

In 2003, Level 3 issued approximately 216 millglrares of common stock, valued at approximateba$8illion, in exchange for long-
term debt. Included in the value of common stoskiésl are induced conversion premiums of $200 mifiaw convertible debt
securities

In 2004, Level 3 realized $95 million of foreigarrency losses on the repurchase of its Euro derated debt. The unrealized foreign
currency losses had been recorded in other compsalgeincome within Stockholde equity (deficit).

In 2005, Level 3 issued 115 million shares of owon stock, valued at approximately $313 millionftess stock portion of the purchase
price paid to acquire WilTe

In the first six months of 2006, Level 3 issuemtal of approximately 46 million shares of itsvwmon stock, valued at $197 million, for
the acquisitions of Progress Telecom and ICG Conications.

Also in the first six months of 2006, Level 3eded net proceeds of $543 million from the offgrof 125 million shares of its common
stock.
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CAPITALIZATION

The following table sets forth the cash, cash esjeivts and marketable securities and the consetidapitalization of Level 3 as of
September 30, 2006 and reflects the translatidreeél 3's outstanding euro-denominated senior nates exchange rate of approximately
0.7872 euros per dollar, the spot trading ratdefeuro at the end of the London business day pteer 30, 2006. The consolidated
capitalization of Level 3 is presented on an adbaais and on an as adjusted basis to give effebetissuance on October 30, 2006 of
$600 million aggregate principal amount of 9.25%i8eNotes due 2014 by the Issuer.

September 30, 2006

Actual As Adjusted
(unaudited, dollars in millions)

Cash and cash equivalel $ 731 $ 1,31¢
Marketable securitie 50¢ 50¢
Restricted cash and securities (includes noncyr 13€ 13€

Total cash, marketable securities and restrictet $ 1,37¢ $ 1,96:
Current portion of lon-term debt $ 5 $ 5
Long-term debt, less current portion| $ 6,64¢ $ 6,64¢
9.25% Senior Notes due 2014 — 60C

Total lon¢-term debt, less current porti 6,64¢ 7,24¢
Stockholder' equity

Preferred stock, $.01 par value; authorized 10@@shares; no shares outstanding; actual

and as adjuste — —
Common stock, $.01 par value; authorized, 2,25Q00@shares; 1,174,953,605 shares
outstanding, actual and as adjus 12 12

Additional paic-in capital 9,267 9,261

Accumulated other comprehensive i (15) (15)

Accumulated defici (8,702 (8,709

Total stockholdel' equity 562 562
Total capitalizatior $ 7,21C $ 7,81(

(1) Excludes discounts, premiums and fair value adjastm
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THE EXCHANGE OFFER

Purpose of the Exchange Of

On October 30, 2006, the Issuer privately placeaDFB0,000 aggregate principal amount of 9.25%@d\dtes in a transaction
exempt from registration under the Securities Accordingly, the original notes may not be reofteresold or otherwise transferred in the
United States unless so registered or unless anggian from the Securities Act registration reqmients is available. In the registration
agreement, the Issuer and Parent have agreedhgithitial purchasers of the original notes to:

. file a registration statement with the SEC relatmghe exchange offer not later than January @87 ¢

. use their commercially reasonable efforts to cdlisexchange offer registration statement to becasffieetive under the Securiti
Act by May 28, 2007; an

. upon effectiveness of the exchange offer registnagtatement, promptly commence the exchange

In addition, the Issuer and Parent have agreedeap ke exchange offer open for at least 20 dayenger if required by applicable law, after
the date notice of the exchange offer is mailetthéoholders of the original notes. The new notesbaing offered under this prospectus to
satisfy these obligations of the Issuer and Paredér the registration agreement.

Terms of the Exchange

Upon the terms and subject to the conditions coathin this prospectus and in the letter of trattsfrthat accompany this prospectus,
the Issuer is offering to exchange (i) $1,000 img@pal amount of new notes for each $1,000 in@pial amount of outstanding original not
The terms of the new notes are substantially idehto the terms of the original notes for whichythmay be exchanged in the exchange offer,
except that:

(1) the new notes will be freely transferable, otian as described in this prospectus;
(2) the new notes will not contain any legend ieshyg their transfer;

(3) holders of the new notes will not be entitlectértain rights of the holders of the originalemtinder the registration agreement,
which rights will terminate on completion of theckrange offer; and

(4) the new notes will not contain any provisioagarding the payment of special interest.
The new notes will evidence the same debt as ilgenal notes and will be entitled to the benefitdhe indenture. See “Description of Notes.”
The exchange offer is not conditioned on any mimmaggregate principal amount of original notes §eééndered for exchange.

Based on interpretations by the SEC'’s staff in ciea letters issued to other parties, the Isseéebes that holders of new notes issued
in the exchange offer may transfer the new notéisout complying with the registration and prospsedalelivery requirements of the Securi
Act if the holders:

(1) acquired the new notes in the ordinary coufsbeholders’ business;

(2) are not engaged in, and do not intend to enga@and have no arrangement or understandingamyhperson to participate in, a
distribution of the new notes;

(3) are not affiliates of the Issuer within the mieg of Rule 405 under the Securities Act;
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(4) are not broker-dealers who acquired originaéadlirectly from the Issuer; and

(5) are not broker-dealers who acquired originaéa@s a result of market-making or other traditiyidies.

See “Plan of Distribution.”

Each brokedealer that receives new notes for its own acciuexchange for original notes, where such origimaks were acquired
such broker-dealer as a result of market-makinigities or other trading activities, must acknowdedhat it will deliver a prospectus in
connection with any resale of such new notes. 8émn“of Distribution.”

The letter of transmittal that accompanies thispettus states that by so acknowledging and byatilg a prospectus, a broker-dealer
will not be deemed to admit that it is an underrrivithin the meaning of the Securities Act. A fEpating broker-dealer may use this
prospectus, as it may be amended or supplemeredtiime to time, in connection with resales of metes received in exchange for original
notes where those new notes were acquired by ttebdealer as a result of market-making activitiesther trading activities. The Issuer
and Parent have agreed that, starting on the d#itésqgrospectus and ending on the close of bssioa the day that is 180 days following
date of this prospectus, they will make this prospe available to any broker-dealer for use in eation with any resale of this kind.

Tendering holders of original notes will not beuigd to pay brokerage commissions or fees oreggtiltp the instructions in the
applicable letter of transmittal, transfer taxdatieg to the exchange of original notes for newesan the exchange offer.

Shelf Registration Statement
If:

(1) because of any change in law or applicablepnétations of the staff of the SEC, the Issuer Racent determine that they are
not permitted to effect an exchange offer,

(2) for any other reason the exchange offer regfistn statement is not declared effective by May22®7 or the exchange offer is
not consummated within 30 business days afterxbkange offer registration statement is declarésttbe,

(3) any initial purchaser so requests for origimaties not eligible to be exchanged for new notekérexchange offer,
(4) any holder of original notes, other than atiahpurchaser, is not eligible to participate lve £xchange offer, or
(5) any holder of original notes, other than atiahpurchaser, does not receive freely tradable metes in the exchange offer

other than by reason of the holder being an aéilaf the Issuer and Parent,

the Issuer and Parent will:

(1) as promptly as practicable (but in no eventertban the later of (i) January 28, 2007 or (ii)déys after so required or requested),
file a shelf registration statement covering resalethe original notes or the new notes, as tke caay be, and thereafter use their best efforts
to cause the shelf registration statement to bt effective under the Securities Act, and

(2) use their best efforts to keep the shelf regfisin statement effective until two years afterdffective date.
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For purposes of determining whether the IssuerRardnt are obligated to file a shelf registratitaitesnent, the requirement that a
participating broker-dealer deliver this prospedtusonnection with sales of new notes will notuleg those new notes being deemed not
freely tradable.

If the Issuer and Parent file a shelf registrastatement, they will, among other things:

(1) provide to each holder for whom the shelf rizgtton statement was filed copies of the prospeathich is a part of the shelf
registration statement;

(2) notify each of those holders when the shelfstegtion statement has become effective; and

(3) take other actions as are required to permitstricted resales of the original notes or the netes, as the case may be.

A holder selling original notes or new notes unither shelf registration statement generally musidraed as a selling security holder in the
related prospectus and must deliver a prospectpsrthasers. Consequently, the holder may be dutojéize civil liability provisions under
the Securities Act in connection with those satebwaill be bound by any applicable provisions df tkegistration agreements, including
specified indemnification obligations.

Special Interest

Special interest will accrue on the principal amafithe original notes and the new notes, in aoldito the stated interest on the
original notes and the new notes, from and inclgdive date on which a registration default occorsut excluding the date on which all
registration defaults have been cured.

The occurrence of any of the following is a registn default:

(1) neither the exchange offer registration statgmer the shelf registration statement has bded fith the SEC on or before
January 28, 2007,

(2) neither the exchange offer registration statgmer the shelf registration statement has beeladsl effective on or before May 28,
2007,

(3) neither the exchange offer has been complatethe shelf registration statement has been datlaffective on or before July 9,
2007, or

(4) after either the exchange offer registrati@iesnent or the shelf registration statement has deelared effective, that registration
statement ceases to be effective or usable, subjeetrtain exceptions, in connection with resalesriginal notes or new notes in accordance
with and during the periods specified in the agllle registration agreement.

Special interest will accrue at a rate of 0.50%agrerum on the principal amount during the 90-dajopeafter the occurrence of the
registration default and will increase by 0.25% a@enum at the end of each subsequent 90-day pémiod. event will the rate exceed
1.00% per annum on the principal amount. If thehexge offer is completed on the terms and withéngtdriod contemplated by this
prospectus, no special interest will be payable.

The summary of the provisions of the registratigreament contained in this prospectus does nobpuigpbe complete. This summary
is subject to and is qualified in its entirety l@farence to all the provisions of the registragneement, copies of which are exhibits to the
registration statement of which this prospectus part.
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Expiration Date; Extensions; Termination; Amendnsent

The expiration date of the exchange offer is 5:00. pNew York City time, on , unlesg tissuer in its sole discretion extends
period during which the exchange offer is operthht case, the expiration date will be the lates¢ tand date to which the exchange offer is
extended. The Issuer reserves the right to exteméxchange offer at any time and from time to thefore the expiration date by giving
written notice to The Bank of New York, the excharmgent, and by timely public announcement. Urdéissrwise required by applicable |
or regulation, the public announcement will be mbge release to the PR Newswire or other natinealswire service. During any extens
of the exchange offer, all original notes previgusihdered in the exchange offer will remain subjeche exchange offer.

The initial exchange date will be the first busmday following the expiration date. The Issuerrezply reserves the right to:

(1) terminate the exchange offer and not accepexohange any original notes for any reason, inetud any of the events described
below under “—Conditions to the Exchange Offer’lshave occurred and shall not have been waivethéyssuer; and

(2) amend the terms of the exchange offer in angrmea

If any termination or amendment occurs, the Issukmnotify the exchange agent in writing and weither issue a press release or give
written notice to the holders of the original nosésspromptly as practicable. Unless the Issueritettes the exchange offer prior to 5:00 p.m.,
New York City time, on the expiration date, theulsswill exchange the new notes for the originaksmn the exchange da

If:
(1) the Issuer waives any material condition togkehange offer or amends the exchange offer iro#mgr material respect; and,

(2) at the time that notice of this waiver or ammeat is first published, sent or given to holddrsriginal notes in the manner specified
above, the exchange offer is scheduled to expigaatime earlier than the fifth business day framd including, the date that the notice is
first so published, sent or given,

then the exchange offer will be extended until fifit business day.

This prospectus and the letter of transmittal atheéorelevant materials will be mailed by the Issioerecord holders of original notes
addition, these materials will be furnished to lensk banks and similar persons whose names, othes of whose nominees, appear on the
lists of holders for subsequent transmittal to lfiers owners of original notes.

How to Tender

The tender to the Issuer of original notes accayrtiinone of the procedures described below wilktitute an agreement between that
holder of original notes and the Issuer in accocdamith the terms and subject to the conditiongasét in this prospectus and in the letter of
transmittal.

General Proceduresh holder of an original note may tender them bypemty completing and signing the letter of trangahior a
facsimile of the letter of transmittal and delivegithem, together with the certificate or certifesarepresenting the original notes being
tendered and any required signature guaranteestimely confirmation of a book-entry transfer acting to the procedure described below,
to either exchange agent at one of the addressémthebelow under “—Exchange Agent” on or beftite expiration date, or complying with
the guaranteed delivery procedures described bélweferences in this prospectus to the lettetrahsmittal include a facsimile of the letter
of transmittal.
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If tendered original notes are registered in the@af the signer of the applicable letter of traittehand the new notes to be issued in
exchange for accepted original notes are to bedssand any untendered original notes are to ssued, in the name of the registered holder,
the signature of the signer need not be guaranteedhy other case, the tendered original noteg eiendorsed or accompanied by written
instruments of transfer in form satisfactory to th&uer. They must also be duly executed by thistergd holder. In addition, the signature
the endorsement or instrument of transfer mustuagamnteed by an eligible guarantor institution tha member of a recognized signature
guarantee medallion program within the meaningweR.7Ad-15 under the Exchange Act. If the new s@ied/or original notes not
exchanged are to be delivered to an address dtheithat of the registered holder appearing omtite register for the original notes, an
eligible guarantor institution must guarantee tigaature on the applicable letter of transmittal.

Any beneficial owner whose original notes are reged in the name of a broker, dealer, commereakbtrust company or other
nominee and who wishes to tender original notesilshmontact the holder promptly and instruct iténder on the beneficial owner’s behalf.
If the beneficial owner wishes to tender the ordjimotes itself, the beneficial owner must eithakmappropriate arrangements to register
ownership of the original notes in its name ordallthe procedures described in the immediatelyautig paragraph. The beneficial owner
must make these arrangements or follow these puoesdefore completing and executing the letterasfsmittal and delivering the original
notes. The transfer of record ownership may takeiderable time.

Book-Entry TransferAn exchange agent will make a request to establishccount for the original notes at each bookyardinsfer
facility for purposes of the exchange offer withio business days after receipt of this prospeatlsss the exchange agent already has
established an account with the book-entry trarfsf@lity suitable for the exchange offer. Subjexthe establishment of the account, any
financial institution that is a participant in theok-entry transfer facility’s systems may makelseatry delivery of original notes by causing
a book-entry transfer facility to transfer the amagj notes into one of the exchange agent’s acsaairthe book-entry transfer facility in
accordance with the facility’s procedures. Howewdthough delivery of original notes may be effecdtierough book-entry transfer, the
applicable letter of transmittal, with any requirgdnature guarantees and any other required dauspraust, in any case, be transmitted to
and received by an exchange agent at one of thesal$ set forth below under “—Exchange Agent” onefore the expiration date or the
guaranteed delivery procedures described below bmisbmplied with.

The method of delivery of original notes and all@tdocuments is at the election and risk of tHddrolf sent by mail, it is
recommended that the holder use registered maikrreeceipt requested, obtain proper insuranag naake the mailing sufficiently in
advance of the expiration date to permit deliverjhie exchange agent on or before the expiratitaen da

Unless an exemption applies under the applicakleatad regulations concerning backup withholdindeoferal income tax, an exchar
agent will be required to withhold 28% of the grpssceeds otherwise payable to a holder in theang offer if the holder does not provide
the holder’s taxpayer identification number andifethat the number is correct.

Guaranteed Delivery Procedurd$a holder desires to accept the exchange offdrtiame will not permit a letter of transmittal or
original notes to reach the exchange agent befierexpiration date, a tender may be effected &aange agent has received at one of its
offices listed under “—Exchange Agent” below orbefore the expiration date a letter, telegram osifaile transmission from an eligible
guarantor institution that:

(1) sets forth the name and address of the terglbotder, the names in which the original notesragéstered and, if possible, the
certificate numbers of the original notes to baltred; and

(2) states that the tender is being made therety; a

(3) guarantees that within three New York Stockl@amge trading days after the date of executiohefdtter, telegram or facsimile
transmission by the eligible guarantor institutithve original notes, in proper form for transfeil] e delivered by the eligible guarantor
institution together with a properly completed ahdly executed letter of transmittal and any otleguired documents.
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Unless original notes being tendered by the ab@gefibed method or a timely confirmation of a bewiry transfer are deposited with the
exchange agent within the time period described@bmccompanied or preceded by a properly completeat of transmittal and any other
required documents, the Issuer may reject the tefpies of a notice of guaranteed delivery whitdy be used by eligible guarantor
institutions for the purposes described in thisageaph are being delivered with this prospectusthadetter of transmittal.

A tender will be deemed to have been received #seoflate when the tendering holder’s properly deted and duly signed letter of
transmittal accompanied by the original notes timaly confirmation of a book-entry transfer is @a@d by an exchange agent. Issuances of
new notes in exchange for original notes tendeyeanbeligible guarantor institution as describedvabwill be made only against deposit of
the applicable letter of transmittal and any otleguired documents and the tendered original rmtestimely confirmation of a book-entry
transfer.

All questions as to the validity, form, eligibilitincluding time of receipt, and acceptance forhexge of any tender of original notes
will be determined by the Issuer. The Issuer’s mhaieation will be final and binding. the Issuereeges the absolute right to reject any or all
tenders not in proper form or the acceptancesxXchnange of which may, in the opinion of counseh® Issuer, be unlawful. The Issuer also
reserves the absolute right to waive any of thalitimms of the exchange offer or any defect orgularities in tenders of any particular holder
whether or not similar defects or irregularities araived in the case of other holders. None ofgkeer, the exchange agent or any other
person will incur any liability for failure to giveotification of any defects or irregularities antlers. The Issuer’s interpretation of the terms
and conditions of the exchange offer, includinglétger of transmittal and the instructions to fiiger of transmittal, will be final and bindin

Terms and Conditions of the Letter of Transmittal
The letter of transmittal contains, among othengdhkj the following terms and conditions, which pagt of the exchange offer.

The party tendering original notes for exchangehertransferor, exchanges, assigns and transfeisriginal notes to the Issuer and
irrevocably constitutes and appoints our exchamggaas its agent and attorney-in-fact to causetigéal notes to be assigned, transferred
and exchanged. The transferor represents and watheat:

(2) it has full power and authority to tender, exee, assign and transfer the original notes aaddaire new notes issuable upon the
exchange of the tendered original notes; and

(2) when the same are accepted for exchange,gherlsvill acquire good and unencumbered title éotémdered original notes, free and
clear of all liens, restrictions, charges and erfmamces and not subject to any adverse claim.

The transferor also warrants that it will, uponuest, execute and deliver any additional documietéssuer deems necessary or desirable to
complete the exchange, assignment and transfendéted original notes. The transferor further @gthat acceptance of any tendered
original notes by the Issuer and the issuance wfrraes in exchange shall constitute performandelimy the Issuer of its obligations under
the registration agreement and that the Issuel Ishat no further obligations or liabilities undke registration agreement, except in certain
limited circumstances. All authority conferred I ttransferor will survive the death or incapaoityhe transferor and every obligation of
transferor shall be binding upon the heirs, legptesentatives, successors, assigns, executoesiamdistrators of the transferor.

By tendering original notes, the transferor cezfthat:

(1) itis not an affiliate of the Issuer within theeaning of Rule 405 under the Securities Act, ithiatnot a broker-dealer that owns
original notes acquired directly from the Issuenoraffiliate of the Issuer, that it is acquirifge thew notes offered hereby in the ordinary
course of its business and that it has no arrangewith any person to participate in the distribatof the new notes; or

42



Table of Contents

(2) itis an affiliate, as so defined, of the Issoeof the initial purchasers, and that it willnaply with applicable registration and
prospectus delivery requirements of the Securies

Each brokedealer that receives new notes for its own accoutite exchange offer must acknowledge that it déliver a prospectus
connection with any resale of those new notes.|&ter of transmittal states that by so acknowledgind by delivering a prospectus, a
broker-dealer will not be deemed to admit thas &m underwriter within the meaning of the Secesithct.

Withdrawal Rights

Original notes tendered in the exchange offer newithdrawn at any time before the expiration date.

For a withdrawal to be effective, a written or fiatite transmission notice of withdrawal must bedignreceived by the exchange agent
at the address set forth below under “—ExchangenAgény notice of withdrawal must:

(1) specify the person named in the applicabledett transmittal as having tendered original nddelse withdrawn;

(2) specify the certificate numbers of originalemto be withdrawn;

(3) specify the principal amount of original notesbe withdrawn, which must be an authorized denation;
(4) state that the holder is withdrawing its electio have those original notes exchanged;

(5) state the name of the registered holder ofalwginal notes; and

(6) be signed by the holder in the same mannéreasriginal signature on the applicable letterahsmittal, including any required
signature guarantees, or be accompanied by evidatisfactory to the Issuer that the person withirg the tender has succeeded to the
beneficial ownership of the original notes beinghdrawn.

If certificates for original notes have been dalacor otherwise identified to the exchange agéet prior to the release of those certificates,
the withdrawing holder must also submit the searighbers of the particular certificates to be wittwdin and a signed notice of withdrawal
with signatures guaranteed by an eligible institutinless that holder is an eligible institution.

If original notes have been tendered pursuantegtbcedure for bookntry transfer described above, the executed nofiegthdrawal
guaranteed by an eligible institution, unless tia@tler is an eligible institution, must specify tieme and number of the account at the book-
entry transfer facility to be credited with the drawn original notes and otherwise comply with phecedures of that facility. All questions
as to the validity, form and eligibility, includirtgme of receipt, of those notices will be deteredrby us, and our determination shall be final
and binding on all parties. Any original notes sthadrawn will be deemed not to have been validhdiered for exchange for purposes of the
exchange offer. Any original notes which have besgwered for exchange but which are not exchangreanfy reason will be either

(1) returned to the holder without cost to thatdeolor
(2) in the case of original notes tendered by bewoky transfer into the applicable exchange aget®unt at the book-entry transfer

facility pursuant to the book-entry transfer proseds described above, those original notes wittredited to an account maintained with the
book-entry transfer facility for the original notes

in either case as soon as practicable after withaltaejection of tender or termination of the exee offer. Properly withdrawn original
notes may be retendered by following one of the@iares described under “—How to Tendabve at any time on or prior to the expira
date.
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Acceptance of Original Notes for Exchange; DeliveiyNew Notes

Upon the terms and subject to the conditions okttehange offer, the acceptance for exchange ginatinotes validly tendered and |
withdrawn and the issuance of the new notes wilinaele on the exchange date. For the purposes ekiange offer, the Issuer shall be
deemed to have accepted for exchange validly tedd&tginal notes when, as and if the Issuer hasngivritten notice of acceptance to the
exchange agent.

The exchange agent will act as agent for the témgléaolders of original notes for the purposeseafiving new notes from the Issuer
and causing the original notes to be assignedsfeanred and exchanged. Upon the terms and subjélee tconditions of the exchange offer,
delivery of new notes to be issued in exchangedéoepted original notes will be made by the exchaygent promptly after acceptance of the
tendered original notes. Original notes not acakfie exchange will be returned without expensthéotendering holders. Or, in the case of
original notes tendered by book-entry transfer,ntwe-exchanged original notes will be creditedrt@acount maintained with the book-entry
transfer facility promptly following the expiraticshate. If the Issuer terminates the exchange bfésre the expiration date, these non-
exchanged original notes will be credited to thpliapble exchange agent’s account promptly afteretkchange offer is terminated.

Conditions to the Exchange Offer

Notwithstanding any other provision of the exchaaoffer or any extension of the exchange offer,|seier will not be required to issue
new notes for any properly tendered original noigtspreviously accepted. The Issuer may termifseekchange offer by oral or written
notice to the exchange agent and by timely publitoancement communicated, unless otherwise reghiregbplicable law or regulation, by
making a release to the PR Newswire or other nakioewswire service or, at its option, modify onertwise amend the exchange offer, if:

(1) any action or proceeding is threatened, institwr pending before, or any injunction, ordedecree is issued by, any court or
governmental agency or other governmental regylanadministrative agency or commission:

(A) seeking to restrain or prohibit the making ompletion of the exchange offer or any other tratisa contemplated by the exchange
offer,

(B) assessing or seeking any damages as a reshé afaking or completion of the exchange offeamy other transaction contempla
by the exchange offer, or

(C) resulting in a material delay in the abilitytbe Issuer to accept for exchange or exchange soméof the original notes in the
exchange offer;

(2) any statute, rule, regulation, order or injimetiis sought, proposed, introduced, enacted, pigated or deemed applicable to the
exchange offer or any of the transactions conteteglay the exchange offer by any government or gowental authority, domestic or
foreign, or any action is taken, proposed or tiaeed, by any government, governmental authoritgneg or court, domestic or foreign, that
in the sole judgment of the Issuer might resuliriy of the consequences referred to in clause8)(@)((B) above or, in the sole judgment of
the Issuer, might result in the holders of new adtaving obligations relating to resales and tenssbf new notes which are greater than tl
described in the interpretations of the SEC retetoein “—Terms of the Exchange” above, or wouldestvise make it inadvisable to proceed
with the exchange offer; or

(3) a material adverse change has occurred inubiaéss, condition (financial or otherwise), opera, or prospects of the Issuer or
Parent.

The conditions described above are for the solefiiesf the Issuer. The Issuer may assert thesditons regarding all or any portion
of the exchange offer regardless of the circum&snacluding any action or inaction by the Issgéring rise to the condition. The Issuer
may waive these conditions in whole or in part at
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any time or from time to time in its sole discretid he failure by the Issuer at any time to exereigy of the rights described above will not
be deemed a waiver of any of those rights, and ggbhwill be deemed an ongoing right which mayasserted at any time or from time to
time. In addition, the Issuer has reserved the ridspite the satisfaction of each of the condgidescribed above, to terminate or amend the
exchange offer.

Any determination by the Issuer concerning theilfmiént or non-fulfillment of any conditions willébfinal and binding upon all parties.

In addition, the Issuer will not accept for excharay original notes tendered and no new noteswilssued in exchange for any
original notes, if at that time any stop orderhiseaitened or in effect relating to:

(2) the registration statement of which this praspg constitutes a part; or
(2) the qualification of any of the indentures unthe Trust Indenture Act.

Exchange Agent

The Bank of New York has been appointed as theangd agent for the exchange offer. Letters of trattsl must be addressed to the
exchange agent at one of the addresses set fdatlv.be

Deliver to:
The Bank of New York
By Registered or Certified Mail:
101 Barclay Street, 7E
Corporate Trust Operations
Reorganization Unit
New York, New York 10286
Attn: Reorganization Unit
By Facsimile:
(212) 298-1915

Delivery to an address other than as set forthigigrospectus, or transmissions of instructioasavfacsimile or telex number other tt
the ones set forth herein, will not constitute kdvdelivery.

Solicitation of Tenders; Expenses

The Issuer has not retained any deadarager or similar agent in connection with thehexge offer and will not make any payment
brokers, dealers or others for soliciting acceptaraf the exchange offer. However, the Issuerpeiyl the exchange agent reasonable and
customary fees for its services and will reimbut$er reasonable out-of-pocket expenses in conoretith its services. The Issuer will also
pay brokerage houses and other custodians, nomangeiduciaries the reasonable out-of-pocket espeincurred by them in forwarding
tenders for their customers. The expenses to heriat in connection with the exchange offer, inglgdhe fees and expenses of the exch
agent and printing, accounting and legal fees, lvélpaid by the Issuer and are estimated at appataly $260,000.

Appraisal Rights
Holders of original notes will not have dissenteights or appraisal rights in connection with gxehange offer.

Transfer Taxes

Holders who tender their original notes for exchamgll not be obligated to pay any transfer taxesannection with the exchange,
except that holders who instruct us to register netes in the name of, or request
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that original notes not tendered or not acceptetérexchange offer be returned to, a person dhiaer the registered tendering holder will be
responsible for the payment of any applicable fiertsix.

Other

Participation in the exchange offer is voluntanyd &olders should carefully consider whether teptthe terms and conditions of this
offer. Holders of the original notes are urgedaasult their financial and tax advisors in makihgit own decisions on what action to take.

As a result of the making of this exchange offed apon acceptance for exchange of all validly éeed original notes according to the
terms of this exchange offer, the Issuer and Pavéhtave fulfilled a covenant contained in thentes of the original notes and the registra
agreement. Holders of the original notes who daeder their certificates in the exchange offdt @antinue to hold those certificates and
will be entitled to all the rights, and limitatioapplicable to the original notes under the indemtaxcept for any rights under the registration
agreement which by their terms terminate or cea$mve further effect as a result of the makinthzsf exchange offer. See “Description of
Notes”

All untendered original notes will continue to hépect to the restrictions on transfer set fortthi@ indenture. In general, the original
notes may not be reoffered, resold or otherwigesteared in the U.S. unless registered under tloar8es Act or unless an exemption from
the Securities Act registration requirements idlatsée. Except under certain limited circumstandhs,Issuer does not intend to register the
original notes under the Securities Act.

In addition, any holder of original notes who tergdie the exchange offer for the purpose of paréiting in a distribution of the new
notes may be deemed to have received restrictedises. If so, that holder will be required to cplyjwith the registration and prospectus
delivery requirements of the Securities Act in cection with any resale transaction. To the exteat driginal notes are tendered and
accepted in the exchange offer, the trading maikay, for the original notes could be adversafected.

The Issuer may in the future seek to acquire uresttoriginal notes in open market or privatelyateged transactions, through
subsequent exchange offers or otherwise. The I$mgeno present plan to acquire any original nittatsare not tendered in the exchange
offer.
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DESCRIPTION OF INDEBTEDNESS OF
LEVEL 3 COMMUNICATIONS, INC. AND THE ISSUER

The following is a description of the material datsling indebtedness of Level 3 Communications,dnd the Issuer. For purposes of
this section of the prospectus only, “Level 3" rsfenly to Level 3 Communications, Inc., the pamrhpany of the Issuer. The following
summaries of Level 3’s and the Issuer’s outstandtgs are qualified in their entirety by referetméhe indentures to which each issue of
notes relates. Copies of these indentures areadleaibn request from Level 3.

Indebtedness of the IsstL
Credit Agreement

As of December 1, 2004, the Issuer, as borrowet Lawel 3, as guarantor, Merrill Lynch Capital Corgtion, as administrative agent
and collateral agent, and certain lenders entertedai Credit Agreement, as amended and restatddran27, 2006 (the “Amended and
Restated Credit Agreement”), pursuant to whichi¢helers extended a $730 million senior secured team to the Issuer.

The Issuer’s obligations under the Amended anddRes$tCredit Agreement are, subject to certain eimeg secured by certain of the
assets of (i) Level 3; and (ii) certain of Leve$ 3haterial domestic subsidiaries that are engag#tkitelecommunications business, including
Level 3 LLC. Level 3 and these subsidiaries alsargatee the obligations of the Issuer under thetleeé and Restated Credit Agreement.

The principal amount of the senior secured term lodl be payable in full on December 1, 2011. Adxial secured term loans or
revolving loans may in the future be extended ®lfisuer under the Amended and Restated CredieAgrst.

Any Alternate Base Rate Loan with a corporate farmikdit rating of B3/B- or higher bears an intémase equal to (i) the greater of
(a) the Prime Rate in effect on such day and @)&deral Funds Effective Rate in effect on sughpdias 1/ 2 of 1%, plus (ii) 175 basis
points. Any Alternate Base Rate Loan with a corpmfamily credit rating lower than B3/B- bears aterest rate equal to (i) the greater of
(a) the Prime Rate in effect on such day and (@)bderal Funds Effective Rate in effect on sughpdias 1/ 2 of 1%, plus (ii) 200 basis
points. Any Eurodollar Loan with a corporate fanshedit rating of B3/B- or higher bears an interasé equal to London Interbank Offered
Rate (LIBOR) plus 275 basis points. Any Eurodollaan with a corporate family credit rating loweathB3/B- bears an interest rate equal to
LIBOR plus 300 basis points.

The Amended and Restated Credit Agreement proviggsndebtedness outstanding under the seniorexdterm loan will be paid
with all of the net available cash proceeds wigpeet to certain asset sales, if these proceedwareinvested in Level 3's business. The
Amended and Restated Credit Agreement containgimegavenants restricting and limiting the abilit/Level 3, the Issuer and any
restricted subsidiary to engage in certain acésitincluding:

» limitations on indebtedness and the incurrencéeafl

e restrictions on dividends and distributions on taptock, and other similar distributior

« limitations on transactions restricting the abilifysubsidiaries to pay dividends and other sindiatributions;
» restrictions on the issuance and sale of capibaksbf subsidiaries

» restrictions on sale leaseback transactions, sékessets and investments, including restrictionasset transfers by guarantors
under the Amended and Restated Credit Agreemenutlisidiaries of Level 3 which are not guarant

» limitations on transactions with affiliate
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» limitations on designating subsidiaries as unret&td subsidiaries
» limitations on actions with respect to existingeiompany obligations; ar
* inthe case of Level 3, the Issuer and any guarargstrictions on mergers and sales of substantililassets

The Amended and Restated Credit Agreement doezquire Level 3 or the Issuer to maintain spedifiancial ratios. The Amended
and Restated Credit Agreement does contain cestagnts of default.

10.750% Senior Notes due 2011

On October 1, 2003, the Issuer issued $500 mifiggregate principal amount of 10.750% Senior Ndtes2011 (the “10.750%
Note¢") under an indenture between Level 3, as guaratiterlssuer, and The Bank of New York as trustée. 10.750% Notes are senior
unsecured, unsubordinated obligations of the IsStiey rank equally in right of payment with alhet existing and future senior unsecured
unsubordinated indebtedness of the Issuer. Thé&Q%MNotes are unconditionally guaranteed on anhorsiinated unsecured basis by
Level 3 and Level 3 LLC. Level 3 LLC entered inteetguarantee of the 10.750% Notes on October 2B, 20ter obtaining all material
governmental authorizations and consents requireil fo do so. Level 3 LLC’s guarantee of the B0% Notes is subordinated to Level 3
LLC’s guarantee of the senior secured term loanthed.oan Proceeds Note in respect of the sengured term loan. The 10.750% Notes
bear interest at a rate of 10.750% per annum, pagamiannually in arrears on April 15 and Octdter

The Issuer may redeem the 10.750% Notes, in whdle mart, at any time on or after October 15, 200@ redemption occurs before
October 15, 2009, the Issuer will pay a premiuntt@nprincipal amount of the 10.750% Notes redeembib. premium decreases annually
from approximately 5.38% for a redemption during tvelve month period beginning on October 15, 2@0&pproximately 2.69% for a
redemption during the twelve month period beginrongOctober 15, 2008.

If an event treated as a change of control of L&8wvahd/or the Issuer occurs, Level 3 will be olikgla subject to certain conditions, to
offer to purchase all of the outstanding 10.750%eN@t a purchase price of 101% of the principadart plus accrued and unpaid interes
any.

The indenture relating to the 10.750% Notes costaértain covenants, including, among others, cavesnwith respect to the following
matters: (i) limitation on consolidated debt; (ipitation on debt of the Issuer and Issuer restdcsubsidiaries; (iii) limitation on restricted
payments; (iv) limitation on dividend and other pegnt restrictions affecting restricted subsidigr{gslimitation on liens; (vi) limitation on
sale and leaseback transactions; (vii) limitatioragset dispositions; (viii) limitation on issuararel sales of capital stock of restricted
subsidiaries; (ix) transactions with affiliates) (eports; (xi) limitation on designations of urtreted subsidiaries; and (xii) in the case of
Parent, the Issuer, future guarantors of the remtdsguarantors of the 10.75% Proceeds Note, limitston mergers, consolidations and sales
of all or substantially all of the assets of sunlitees.

The holders of the 10.750% Notes may force theelssuimmediately repay the principal on the 10%9Qotes, including interest to t
acceleration date, if certain defaults exist uratber indebtedness of Level 3 or any restrictedislidry having an outstanding principal
amount of at least $25 million, which defaults tesuthe acceleration of such other indebtednesoostitute a failure to pay principal when
due.

As of September 30, 2006, $500 million aggregaitecgral amount of the 10.750% Notes was outstanding

12.25% Senior Notes due 2013

On March 14, 2006, the Issuer issued $250 milliggregate principal amount of 12.25% Senior Notes201 3 under an indenture
between Level 3, as guarantor, the Issuer, andB&né& of New York as trustee, and on
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April 6, 2006, the Issuer issued an additional $80llon aggregate principal amount of 12.25% SeiNotes due 2013 under such indenture
(the “12.25% Notes”)The 12.25% Notes are senior unsecured, unsuboediméigations of the Issuer. They rank equallyight of paymen
with all other existing and future senior unsecuradubordinated indebtedness of the Issuer. TH5%2Notes are unconditionally
guaranteed on an unsubordinated unsecured bakeviey3 and Level 3 LLC. The 12.25% Notes bearrggtat a rate of 12.25% per annum,
payable semiannually in arrears on March 15 andeBager 15 of each year.

The Issuer may redeem the 12.25% Notes, in whoie part, at any time on or after March 15, 20%@& tedemption occurs before
March 15, 2012, the Issuer will pay a premium anphincipal amount of the 12.25% Notes redeemes. fitemium decreases annually from
approximately 6.125% for a redemption during thelw® month period beginning on March 15, 2010 toragimately 3.063% for a
redemption during the twelve month period beginrongMarch 15, 2011. In addition, on or prior to Mail5, 2009, the Issuer may redeer
to 35% of the 12.25% Notes with the proceeds dbaeequity offerings of Level 3 that are contrigdito the Issuer at a redemption price
equal to 112.25% of the principal amount of the25% Notes so redeemed.

If an event treated as a change in control of L8wahd/or the Issuer occurs, Level 3 will be olikgia subject to certain conditions, to
offer to purchase all of the outstanding 12.25%e@tt a purchase price of 101% of the principallay@lus accrued and unpaid interest, if
any.

The indenture relating to the 12.25% Notes conte@mtain covenants, including, among others, covenaith respect to the following
matters: (i) limitation on consolidated debt; (ifpitation on debt of the Issuer and Issuer resdcsubsidiaries; (iii) limitation on restricted
payments; (iv) limitation on dividend and other pagnt restrictions affecting restricted subsidigr{g¥ limitation on liens; (vi) limitation on
sale and leaseback transactions; (vii) limitatioragset dispositions; (viii) limitation on issuarased sales of capital stock of restricted
subsidiaries; (ix) transactions with affiliates) (eports; (xi) limitation on designations of urtreged subsidiaries; and (xii) in the case of
Parent, the Issuer, future guarantors of the remtdsguarantors of the Offering Proceeds Note, iticihs on mergers, consolidations and sales
of all or substantially all of the assets of sunlhitis.

The holders of the 12.25% Notes may force the tssuenmediately repay the principal on the 12.28%ies, including interest to the
acceleration date, if certain defaults exist uratber indebtedness of Level 3 or any restrictedisiidry having an outstanding principal
amount of at least $25 million, which defaults teguthe acceleration of such other indebtednesaostitute a failure to pay principal when
due.

As of September 30, 2006, $550 million aggregaitecgral amount of the 12.25% Notes was outstanding.

Floating Rate Senior Notes due 2011

On March 14, 2006, the Issuer issued $150 milliggregate principal amount of Floating Rate Seniote due 2011 (the “Floating
Rate Notes”) under an indenture between Level §uasantor, the Issuer, and The Bank of New Yorkstee. The Floating Rate Notes are
senior unsecured, unsubordinated obligations ofsthiger. They rank equally in right of payment wathother existing and future senior
unsecured, unsubordinated indebtedness of therIsHue Floating Rate Notes are unconditionally gaéged on an unsubordinated unsec
basis by Level 3 and Level 3 LLC. The Floating Rdt#es bear interest at a rate of LIBOR plus 6.3 &¥annum, reset semiannually, and
payable semiannually in arrears on March 15 andeS8&ger 15 of each year.

The Issuer may redeem the Floating Rate Noteshwienor in part, at any time on or after March 2808. If a redemption occurs bef
March 15, 2010, the Issuer will pay a premium aaphincipal amount of the Floating Rate Notes retkg: This premium decreases annu
from 2.0% for a redemption during the twelve mop#hniod beginning on March 15, 2008 to 1.0% forderaption during the twelve month
period beginning on March 15, 2009. In additioncomrior to March 15, 2008, the Issuer may redeprto 35% of the Floating Rate Notes
with the proceeds of certain equity offerings of/&k3 that are contributed to the Issuer at a
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redemption price equal to 100.00% of the princgrabunt of the Floating Rate Notes so redeemed gpprsmium equal to the interest rate
per annum on the Floating Rate Notes applicablthemlate that notice of redemption is given.

If an event treated as a change in control of L8wahd/or the Issuer occurs, Level 3 will be olikgia subject to certain conditions, to
offer to purchase all of the outstanding FloatirajeRNotes at a purchase price of 101% of the pr&a@mount, plus accrued and unpaid
interest, if any.

The indenture relating to the Floating Rate Nomwsa&ins certain covenants, including, among otlergenants with respect to the
following matters: (i) limitation on consolidateelat; (ii) limitation on debt of the Issuer and lssvestricted subsidiaries; (iii) limitation on
restricted payments; (iv) limitation on dividenddasther payment restrictions affecting restrictedssdiaries; (v) limitation on liens;

(vi) limitation on sale and leaseback transactigwis) limitation on asset dispositions; (viii) litation on issuance and sales of capital stock of
restricted subsidiaries; (ix) transactions withligfies; (x) reports; (xi) limitation on designati® of unrestricted subsidiaries; and (xii) in the
case of Parent, the Issuer, future guarantorseofithes and guarantors of the Floating Rate Prgddetk, limitations on mergers,
consolidations and sales of all or substantiallp&the assets of such entities.

The holders of the Floating Rate Notes may foreel$uer to immediately repay the principal onRhmating Rate Notes, including
interest to the acceleration date, if certain diggaaxist under other indebtedness of Level 3 grrastricted subsidiary having an outstanding
principal amount of at least $25 million, which delts result in the acceleration of such otherlitei@ness or constitute a failure to pay
principal when due.

As of September 30, 2006, $150 million aggregaitecgral amount of the Floating Rate Notes was aniging.

Indebtedness of Level 3 Communications,
6% Convertible Subordinated Notes due 2009

On September 20, 1999, Level 3 issued $823 midiggregate principal amount of 6% Convertible Suipateéd Notes due 2009 (the
“2009 Convertible 6% Notes”) under an indenturensetn 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 holateasiny time prior to maturity,
unless previously repurchased or unless Level $hased the conversion rights to expire. The 2008v€rtible 6% Notes may be converted
at the initial rate of 15.3401 shares of commoglsiger each $1,000 principal amount of notes, silbfeadjustment in certain circumstances.
This is equivalent to a conversion price of apprately $65.19 per share.

Level 3 may cause the conversion rights of the dmsldf 2009 Convertible 6% Notes to expire at &amg tprior to the maturity date of
the notes. Level 3 may exercise this option ifdcheent market price of the common stock excee@§/4dldf the prevailing conversion price
then in effect, for at least 20 trading days witaity 30-day period of consecutive trading dayduitiog 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.

In the event of a bankruptcy, liquidation or regngation of Level 3, an acceleration of the 2009 @ntible 6% Notes due to an event
of default under the indenture, and certain otents, 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.
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The holders of the 2009 Convertible 6% Notes magddevel 3 to immediately repay the principal ba 2009 Convertible 6% Notes,
including interest to the acceleration date, itai@rdefaults exist under other indebtedness haaingutstanding principal amount of at least
$25 million, which defaults result in the accel@ratof such other indebtedness or constitute arailo pay principal when due.

As of September 30, 2006, approximately $362 mlkggregate principal amount of the 2009 Converti8h Notes 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 unsealniéghtions of Level 3. They rank
equally in right of payment with all other existiagd future senior unsecured indebtedness of L2VEthe 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 andaithinterest, if any.
The indenture relating to the 11% Notes placesicisins on Level 3's ability and the ability of zel 3's restricted subsidiaries to:
» incur additional indebtednes
» pay dividends or make other restricted paymentsti@mdfers
» create liens
+ sell assets
e issue or sell capital stock of some of its subsid&
e enter into transactions, including transaction$aftiliates; anc
* inthe case of Level 3, consolidate, merge orsdistantially all of Level’s assets

The indenture contains a provision relating todbeeleration of the 11% Notes that is substantgihjlar to that contained in the
indenture relating to the 2009 Convertible 6% Notes

As of September 30, 2006, approximately $78 milbgigregate principal amount of the 11% Notes wéstanding.

11.25% Senior Notes due 2010

On February 29, 2000, Level 3 issued $250 milliggragate principal amount of 11.25% senior notes2010 (the “11.25% Notes”)
under an indenture between Level 3 and The BamMe®f York, as trustee. The 11.25% Notes are semisecured obligations of Level 3.
They rank equally in right of payment with all othexisting and future senior unsecured indebtedatksvel 3. The 11.25% Notes bear
interest at a rate of 11.25% per annum, payabléasemally in arrears on March 15 and September 15.

Level 3 may redeem the 11.25% Notes, in whole qairt, at any time. If a redemption occurs befoadh 15, 2008, Level 3 will pay
premium on the principal amount of the 11.25% Noteleemed. This premium decreases annually fromozippately 3.75% for a
redemption during the twelve month period beginrongMarch 15, 2006 to approximately 1.875% for@deraption during the twelve month
period beginning on March 15, 2007.
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If an event treated as a change in control of L8wvatcurs, Level 3 is obligated, subject to certainditions, to offer to purchase all of
the outstanding 11.25% Notes at a purchase prié@®b¥o of the principal amount, plus accrued andaichimterest, if any.

The indenture relating to the 11.25% Notes plaeg®in restrictions on the actions of Level 3 aochs of its subsidiaries that are
substantially similar to those contained in theeimire relating to the 11% Notes. The indenture edstains a provision relating to the
acceleration of the 11.25% Notes that is subst@ngamilar to that contained in the indenture tilg to the 2009 Convertible 6% Notes.

As of September 30, 2006, approximately $96 milbgigregate principal amount of the 11.25% Notesausstanding.

12 7/ 8% Senior Discount Notes due 2010

On February 29, 2000, Level 3 issued $675 milliggragate principal amount at maturity of 1228% Senior Discount Notes due 2010
(the “12 7/ 8 % Discount Notes”) under an indenture between L&wand The Bank of New York, as trustee. The’12% Discount Notes
are senior unsecured obligations of Level 3. Tk requally in right of payment with all other ekig and future senior unsecured
indebtedness of Level 3.

The issue price of the 12 8% Discount Notes was approximately 53.308% of ttiecjpal amount at maturity. The 12 8 % Discount
Notes accreted at a rate of 7/ 8% per year, compounded semiannually, to 100% of gnacipal amount on March 15, 2005. Cash interes
began to accrue on the I28% Discount Notes on March 15, 2005 at a rate of 2% and, since September 15, 2005, is payable
semiannually on March 15 and September 15.

Level 3 may redeem the T2 8% Discount Notes, in whole or in part, at any tidiex redemption occurs before March 15, 2008,
Level 3 will pay a premium on the accreted valu¢hef 127/ 8 % Discount Notes redeemed. This premium decreasasdy from
approximately 4.292% for a redemption during thelw® month period beginning on March 15, 2006 toragimately 2.146% 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 12/ 8% Discount Notes at a purchase price of 101% oftuweeted value, plus accrued and unpaid intefesty.

The indenture relating to the T2 8 % Discount Notes places certain restrictions oratttens of Level 3 and some of its subsidiaries
that are substantially similar to those contaimethe indenture relating to the 11% Notes. Thernihgi® also contains a provision relating to
the acceleration of the 12 8 % Discount Notes that is substantially similarhattcontained in the indenture relating to the 2008 vertible
6% Notes.

As of September 30, 2006, approximately $488 mmlkggregate principal amount at maturity of the 42 % Discount Notes was
outstanding.

Euro-Denominated Senior Notes
10.75% Senior Notes due 2008

On February 29, 2000, Level 3 issued €500 milliggragate principal amount of 10.75% Senior Notes 20008 (the “10.75% Euro
Note¢") under an indenture between Level 3 and The Bdriew York, as trustee. The 10.75% Euro Notessargor unsecured obligations
of Level 3. They rank equally in right of paymenttwall other existing and future senior unsecurettbtedness of Level 3. The 10.75% E
Notes bear interest at a rate of 10.75% per anpaggble semiannually in arrears on March 15 andeSdger 15

The 10.75% Euro Notes are not redeemable at thenopt Level 3 prior to maturity.
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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 10.75% Euro Notes at a purcphese of 101% of the principal amount, plus accraad unpaid interest, if any.

The indenture relating to the 10.75% Euro Notesgsaertain restrictions on the actions of Levahd its restricted subsidiaries that
substantially similar to those contained in theeimire relating to the 11% Notes. The indenture edmtains a provision relating to the
acceleration of the 10.75% Euro Notes that is sutbistily similar to that contained in the indentoedating to the 2009 Convertible 6% Not

As of September 30, 2006, approximately $63 milbgigregate principal amount of the 10.75% Euro $latas outstanding.

11.25% Senior Notes due 2010

On February 29, 2000, Level 3 issued €300 milliggragate principal amount of 11.25% Senior Notes 2010 (the “11.25% Euro
Note¢") under an indenture between Level 3 and The Bdr¥ew York, as trustee. The 11.25% Euro Notessargor unsecured obligations
of Level 3. They rank equally in right of paymenttwall other existing and future senior unsecurettbtedness of Level 3. The 11.25% E
Notes bear interest at a rate of 11.25% per anpagable semiannually in arrears on March 15 andeBdper 15

Level 3 may redeem the 11.25% Euro Notes, in whoia part, at any time. If a redemption occursobefMarch 15, 2008, Level 3 will
pay a premium on the principal amount of the 11.Z5%®0 Notes redeemed. This premium decreases dyifuaah approximately 3.75% for
a redemption during the twelve month period begigron March 15, 2006 to approximately 1.875% foedemption during the twelve mol
period beginning 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 11.25% Euro Notes at a purchase of 101% of the principal amount, plus accraad unpaid interest, if any.

The indenture relating to the 11.25% Euro Notesgsacertain restrictions on the actions of Levahd its restricted subsidiaries that
substantially similar to those contained in theeimire relating to the 11% Notes. The indenture edstains a provision relating to the
acceleration of the 11.25% Euro Notes that is sutthistlly similar to that contained in the indentoe&ating to the 2009 Convertible 6% Not

As of September 30, 2006, approximately $132 mmlbggregate principal amount of the 11.25% Eur@bletas outstanding.

6% Convertible Subordinated Notes due 2010

On February 29, 2000 Level 3 issued $862.5 milliggregate principal amount of 6% Convertible Suinateéd Notes due 2010 (the
“2010 Convertible 6% NotesQnder an indenture between Level 3 and The BamNe#f 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 redeewmrednless Level 3 has caused the conversionsrightxpire. The 2010 Convertible 6%
Notes may be converted at the initial rate of 7.gli&éres of common stock per each $1,000 principaliat of notes, subject to adjustmen
certain circumstances. This is equivalent to a eogion price of approximately $134.84 per share.

Level 3 may cause the rights of the holders o200 Convertible 6% Notes to expire at any timerpio the maturity date of the notes.
Level 3 may exercise this option to cause the caime rights to expire only if for
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at least 20 trading days within any period of 3@sarutive trading days, including the last tradiag of that period, the current market price
of common stock exceeds 140% of the prevailing easign price then in effect.

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, plasrued and unpaid interest, if any.
Level 3 will pay the repurchase price in cash bt,evel 3's option but subject to the satisfactajrcertain conditions, in shares of common
stock.

In the event of a bankruptcy, liquidation or rearigation of Level 3, an acceleration of the 2010 @utible 6% Notes due to an event
of default under the indenture relating to the 2Gtbivertible 6% Notes, and certain other eventsptyment of the principal of, premium, if
any, and interest on the 2010 Convertible 6% Nwaiide 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 congalrin the indenture relating to the 2009 Convesttiffo Notes

As of September 30, 2006, approximately $514 mmlbggregate principal amount of the 2010 Converii8h Notes 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 Conveetiidbtes due 2010 (the “2010
Convertible 2.875% Notes”) under an indenture betwieevel 3 and The Bank of New York, as trustee= Z0810 Convertible 2.875% Notes
are senior unsecured obligations of Level 3. Tk requally in right of payment with all other ekig and future senior unsecured
indebtedness of Level 3.

The 2010 Convertible 2.875% Notes are convertitie 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 consleatehe initial rate of 139.2758
shares of common stock per each $1,000 principabatrof notes, subject to adjustment in certaiowitstances. 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 peagge of the then applicable conversion price fdeast 20 trading days in any
consecutive 30-day trading period, including tre 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 wholgdayment
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 L8watcurs, Level 3 will be obligated, subject totam conditions, to offer to purchase
of the outstanding 2010 Convertible 2.875% Notes ptirchase price of 100% of the principal amopilois accrued and unpaid interest, if
any.

The indenture also contains a provision relatinthéoacceleration of the 2010 Convertible 2.875%ekl¢hat is substantially similar to
that contained in the indenture relating to the®Q0nvertible 6% Notes.

As of September 30, 2006, approximately $374 rmlbggregate principal amount of the 2010 Converth875% Notes was
outstanding.
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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% Convertible Senior Discount NotegSgether with 20 million shares of Level 3 comméuck, in exchange for approximately
$352 million (book value) of debt and accrued iestoutstanding as of that date. The 9% Conver@blaor Discount Notes were issued
under an indenture between Level 3 and The BamMe®f York and are senior unsecured obligations @eL8. They rank equally in right of
payment with all other existing and future seniosecured indebtedness of Level 3.

The 9% Convertible Senior Discount Notes were efieait a discount of 29.527% to their aggregatecjrah amount at maturity. The
9% Convertible Senior Discount Notes accrete ate of 9% per year, compounded semiannually, t8460their aggregate principal
amount at maturity by October 15, 2007. Cash isterdll not accrue on the 9% Convertible Seniorddignt Notes prior to October 15, 2007;
however, Level 3 may elect to commence the acalehsh interest on all outstanding 9% Convertgaior Discount Notes on or after
October 15, 2004, in which case the outstandingcpgral amount at maturity of each 9% Convertiblai&eDiscount Note, will, on the
elected commencement date, be reduced to the edaralue of the 9% Convertible Senior Discount Nisteof that date and cash interest
be payable on April 15 and October 15 thereaftem@encing October 15, 2007, interest on the 9% Exitke Senior Discount Notes will
accrue at the rate of 9% per year and will be playimbcash semiannually in arrears.

The 9% Convertible Senior Discount Notes are cdiblerinto shares of common stock at the optiothefholder, at any time prior to
maturity, unless previously repurchased or redeeifieel 9% Convertible Senior Discount Notes maydireverted at the initial conversion
price of $9.991 per share, subject to adjustmenértain circumstances. The total number of shiasemble upon conversion will range from
approximately 22 million to 30 million shares degerg upon the total accretion prior to conversion.

Level 3 may redeem the 9% Convertible Senior Diatdiotes, in whole or in part, at any time on deafctober 15, 2008 only if the
closing sale price of Level 3's common stock exseedpecified percentage of the then applicablearsion price for at least 20 trading days
in any consecutive 30-day trading period, includimg last trading day of that period. The specifiedcentage is 140% in the tibdnth perio
beginning October 15, 2008 and decreases to 13@P420% on October 15, 2009 and 2010, respectiifelye initial holders sell greater
than 33.33% of the 9% Convertible Senior DiscouoteN. The redemption price is payable in cash suiedjuial to 100% of the accreted value
of the 9% Convertible Senior Discount Notes todmeemed as of the redemption date plus accruedrgadd interest, to, but excluding, the
redemption date.

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 9% Convertible Senior Discouatds at a purchase price of 101% of aggregatetadcvalue of the notes so purchased as
of the date designated for payment, plus accruddiapaid interest, if any, to, but excluding, tdate.

The indenture also contains a provision relatinthtoacceleration of the 9% Convertible Senior Bistt Notes that is substantially
similar to that contained in the indenture relatioghe 2009 Convertible 6% Notes.

As of September 30, 2006, approximately $295 rmlkggregate principal amount at maturity of the@8fivertible Senior Discount
Notes was outstandin

5.25% Convertible Senior Notes due 2011

On December 2, 2004, Level 3 issued $345 milliogregate principal amount of 5.25% Convertible SeNiotes due 2011 (the “2011
Convertible 5.25% Notes”) under an indenture betwlesvel 3 and The Bank of New York, as trustee. Z0&1 Convertible 5.25% 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.
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The 2011 Convertible 5.25% Notes are convertibiie #hares of common stock, at the option of thedmwlat any time prior to maturit
unless previously repurchased or redeemed. The @Bhtertible 5.25% Notes may be converted at thimlimate of 251.004 shares of
common stock per each $1,000 principal amount tés)subject to adjustment in certain circumstantess is equivalent to a conversion
price of approximately $3.984 per share.

Level 3 may redeem the 2011 Convertible 5.25% Nateshole or in part, at any time after Decembgr2008. If a redemption occurs
before December 15, 2010, Level 3 will pay a preman principal amount of the 2011 Convertible 5.28&tes redeemed. The premium for
the 12 month period beginning December 15, 20@8jigl to 102.25%, for the 12 month period beginmegember 15, 2009 is equal to
101.50% and for the 12 month period beginning Ddimi 5, 2010 and thereafter 100.75%.

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 2011 Convertible 5.25% Notes jatirchase price of 100% of the principal amoulns pccrued 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
5.25% Notes and the date on which the change itraldrecomes effective as well as the price paidshare of our common stock in the
change of control transaction.

The indenture also contains a provision relatinthtoacceleration of the 2011 Convertible 5.25%eNdhat is substantially similar to
that contained in the indenture relating to the®Q0nvertible 6% Notes.

As of September 30, 2006, approximately $345 mmlkggregate principal amount of the 5.25% Notesausstanding.

10% Convertible Senior Notes due 2011

On April 4, 2005, Level 3 issued $880 million aggaee principal amount of 10% Convertible Seniorééadue 2011 (the “2011
Convertible 10% Notes”) under an indenture and kmpnt between Level 3 and The Bank of New Yorkyastee. The 2011 Convertible
10% Notes are senior unsecured obligations of L&v&hey rank equally in right of payment with afher existing and future senior
unsecured 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 repurader redeemed. The conversion right will be aceédel in the event of a change of control
as defined in the indenture. For each $1,000 prail@mount of 2011 Convertible 10% Notes surrerdiéeconversion a holder will receive
277.77 shares of our common stock.

Level 3 may redeem the 2011 Convertible 10% Natewhole 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 forithenonth 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% Notesirghase price of 100% of the principal amounts@oacrued and unpaid interest, if any,
plus in certain circumstances a “make-whole preniitirat 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 relatinthéoacceleration of the 2011 Convertible 10% Nttasis substantially similar to that
contained in the indenture relating to the 2009v@atible 6% Notes.

As of September 30, 2006, approximately $880 nmilhggregate principal amount of the 2011 Convertlifli% Notes was outstanding.
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11.5% Senior Notes due 2010

On January 13, 2006, Level 3 issued approximat@d23nillion in aggregate principal amount of 11.S#nior Notes due 2010 (the
“11.5% Notes”) under an indenture between Levai® Bhe Bank of New York, as trustee. The 11.5% Blate senior unsecured obligations
of Level 3. They rank equally in right of paymeritiwall other existing and future senior unsecurettbtedness of Level 3. The 11.5% Nc
bear interest at a rate of 11.5% per annum, payaeannually on March 1 and September 1.

Level 3 may redeem the 11.5% Notes, in whole guairi, at any time on or after March 1, 2009. Thé&%i Notes are not redeemable
prior to such time.

If an event treated as a change of control of L8wetcurs, Level 3, will be obligated, subject éstain conditions, to offer to purchase
all of the 11.5% Notes at a purchase price of 1@1%e principal amount, plus accrued and unpatierast, if any.

The indenture relating to the 11.5% Notes placesicerestrictions on the actions of Level 3 anel issuer and some of their
subsidiaries that are substantially similar to éhosntained in the indenture relating to the 11%eklo

As of September 30, 2006, approximately $692 nmillioaggregate principal amount of the 11.5% Nuetas outstanding.

3.5% Convertible Senior Notes due 2012

On June 13, 2006, Level 3 issued $335 million ag@te principal amount of 3.5% Convertible Seniotédalue 2012 (the “2012
Convertible 3.5% Notes”) under an amended andtexbtadenture dated as of July 8, 2003 betweenll3aad The Bank of New York, as
trustee, as supplemented by a supplemental indedaied as of June 13, 2006. The 2012 Convertib#é Blotes are senior unsecured
obligations of Level 3. They rank equally in rigiftpayment with all other existing and future seninsecured indebtedness of Level 3.

The 2012 Convertible 3.5% Notes are convertibléadigers into shares of common stock, at the opifahe holder, at any time prior
maturity, unless previously repurchased or redeefe@deach $1,000 principal amount of 2012 Conbkt8.5% Notes surrendered for
conversion a holder will receive 183.1502 sharesoofimon stock of Level 3, subject to adjustmertdrtain circumstances. This is
equivalent to a conversion price of approximatéy4$ per share.

Level 3 may redeem the 2012 Convertible 3.5% Nateshole or in part, at any time after June 15,@0f a redemption occurs before
maturity, Level 3 will pay a premium on the pringiamount of the 2012 Convertible 3.5% Notes redgbniihe premium for the 12 month
period beginning June 15, 2010 is equal to 1.178fanthe 12 month period beginning June 15, 2811.58%.

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 2012 Convertible 3.5% Notes@irg@hase price of 100% of the principal amountsg@ccrued and unpaid interest, if any.
If a holder of 2012 Convertible 3.5% Notes eleotsdnvert its notes in connection with certain ademin control, Level 3 will pay, to the
extent described in the indenture relating to sumes, a make whole premium by increasing the numwi&hares deliverable upon conver:
of such notes.

The indenture also contains a provision relatintheacceleration of the 2012 Convertible 3.5% K dtat is substantially similar to tf
contained in the indenture relating to the 2009v@atible 6% Notes.

As of September 30, 2006, approximately $335 nmilhggregate principal amount of the 2012 Convertb% Notes was outstanding.
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DESCRIPTION OF NOTES
General

The new notes, like the original notes, will bauisd under an Indenture, dated as of October 3@ @Bbé “Indenture”), among Level 3
Communications, Inc. (“Parent”), Level 3 Financiig. (the “Issuer”) and The Bank of New York, asstee under the Indenture (the
“Trustee”). Copies of the Indenture are availalbterf Parent or the Issuer on request. For purpdshssdescription of Notes, the term
“Issuer” refers only to Level 3 Financing, Inc. amat to any of its subsidiaries or its parent comypdevel 3 Communications, Inc., and the
term “Parent” refers only to Level 3 Communicatiolme. and not to any of its subsidiaries, in eaabe except for purposes of financial data
determined on a consolidated basis. For purpostgsobDescription of Notes, all references to thimtes” shall be deemed to refer
collectively to the original notes and the new sote

The following summary of certain provisions of tlhelenture does not purport to be complete andhgstito, and is qualified in its
entirety by reference to, the Trust Indenture Act@39, as amended (the “Trust Indenture Act”), amdll of the provisions of the Indenture,
including the definitions of certain terms theraimd those terms made a part of the Indenture leyene€e to the Trust Indenture Act, as in
effect on the date of the Indenture. The defingiofhcertain capitalized terms used in the follaygummary are set forth below under “—
Certain Definitions.”

The Notes are unsubordinated unsecured obligatibtie Issuer, ranking equal in right of paymenttwall existing and future
unsecured indebtedness of the Issuer that is poessly subordinated in right of payment to thedsdpand are senior in right of payment to
all existing and future indebtedness of the Iss@atis expressly subordinated in right of paynterthe Notes. The Notes, however, are
effectively subordinated to the Issuer’s existimg duture secured obligations, including securddjations under existing and future credit
facilities, receivables, purchase money indebtesjrezpitalized leases and certain other arrangamtenthe extent of the value of the
collateral securing such obligations. Additionatlye Notes are effectively subordinated to alliliaes, including trade payables, of the
Issuer’s subsidiaries that are not Guarantors.fAeptember 30, 2006, the Issuer (excluding itsislidiries) would have had, on an adjusted
basis to give effect to the issuance of the N&#2530 billion of indebtedness outstanding, exeigdiiscount and fair value adjustments, of
which $730 million would have been secured indeftsd, of which $1.930 billion would have been gogged by Level 3 LLC and all of
which would have been guaranteed by Parent.

For a summary of certain risks relating to the Nptee “Risk Factors.”

Note Guarantees

The Issuer’s obligations under the Indenture, idicig the repurchase obligation resulting from argjeaof Control Triggering Event,
are fully and unconditionally guaranteed, jointhydeseverally, on an unsubordinated unsecured bgd?srent and each Restricted Subsidiary
that becomes a Guarantor pursuant to the ternfeedhtlenture. A Restricted Subsidiary will onlyreguired to become a Guarantor if it
incurs specified types of Debt or provides a Gusmiof the 10.75% Notes, the 12.25% Notes or thatiflg Rate Notes. Each Note
Guarantee is a general unsecured obligation oBtherantor, is effectively subordinated to any éxgsor future secured Debt of the
Guarantor, to the extent of the value of the assstaring such Debt, is senior in right of paynterdany existing or future Debt of the
Guarantor that is expressly subordinated in rigltayment to the Note Guarantee, and is equagit of payment with any existing or future
unsecured Debt of the Guarantor that is not exjyresbordinated in right of payment to the Note @udee, including any Guarantee of the
10.75% Notes, the 12.25% Notes or the Floating Rates. As further described in the fourth sucaeggiaragraph, the Note Guarantee of a
Restricted Subsidiary may be subordinated in theéuto any guarantee of any Qualified Credit Figci$sued by such Restricted Subsidiary,
including the Existing Credit Facility. As of Septber 30, 2006, Parent (excluding its subsidiates) approximately $4.628 billion of
indebtedness outstanding, excluding discount aindddue adjustments, none of which constitutediseat indebtedness and $876 million of
which constituted subordinated indebtedness. Aseptember 30, 2006, the Issuer and its subsidiarite® aggregate had, on an as adjusted
basis to give effect to the issuance of the Na@pproximately $2.625 billion of
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indebtedness (excluding intercompany payables terfPand its subsidiaries) outstanding, excludisgalint and fair value adjustments,
approximately $824 million of which constituted sezd indebtedness and none of which constitutedrdiriated indebtedness. All such
indebtedness (other than the Notes) is guarantgéevel 3 LLC. Under the circumstances describddweainder “—Certain Covenants—
Limitation on Designations of Unrestricted Subsiidig,” Parent is permitted to designate certaiitscdubsidiaries as “Unrestricted
Subsidiaries.” The Unrestricted Subsidiaries wilt he subject to any of the restrictive covenamthé Indenture. The Unrestricted
Subsidiaries will not guarantee the Notes.

Each of Parent and the Issuer will endeavor, andechevel 3 LLC to endeavor, in good faith usingiatercially reasonable efforts to
cause Level 3 LLC to obtain all material (as defasd in good faith by the General Counsel of Paranthorizations and consents of Federal
and State Governmental Authorities required in ofdeit to Guarantee the Notes at the earliestfirable date and to enter into a Guarantee
of the Notes promptly thereafter. For purposehisf paragraph, the requirement that Parent, thetss Level 3 LLC use “commercially
reasonable efforts” shall not be deemed to requicemake material payments in excess of normed fnd costs to or at the direction of
Governmental Authorities or to change the mannevtiich it conducts its business in any respectttimmanagement of Parent shall
determine in good faith to be adverse or materiallsdensome. Upon the reasonable request of Paréme Issuer, the Trustee will cooperate
with Parent and the Issuer as necessary to erfadsteto comply with their obligations under thisggnaph. Level 3 LLC entered into a
Guarantee of the 10.75% Notes on October 20, 28fita Guarantee of the 12.25% Notes and the FipRtite Notes as of October 12, 2(
in each case, after obtaining all material autlatiins and consents of Federal and State Goveraim&umthorities required for it to do so.

If any Guarantor makes payments under its Note &iee, each of the Issuer and the other Guaramtasscontribute their share of
such payments. The Issuer’s and the other Guagmstoares of such payments will be computed baseteoprbportion that the Consolida
Net Worth of the Issuer or the relevant Guarandpresents relative to the aggregate Consolidatéddeth of the Issuer and all tl
Guarantors combined.

The Note Guarantee of a Guarantor (other than Basélhbe released (a) in connection with any sal®ther disposition of all or
substantially all of the assets of that Guarantwlding by way of merger or consolidation) toexr$on that is not (either before or after
giving effect to such transaction) Parent or a Reetd Subsidiary, if the sale or other dispositidrall or substantially all of the assets of that
Guarantor complies with the covenant described ufidé€ertain Covenants—Limitation on Asset Dispawsits” (or Parent certifies in an
Officers’ Certificate to the Trustee that it wibmply with the requirements of such covenant netatb application of the proceeds of such
sale or disposition), (b) in connection with aniesaf all of the Capital Stock of a Guarantor (ottiean Parent) to a Person that is not (either
before or after giving effect to such transactiBajent or a Restricted Subsidiary, if the saldlsfuh Capital Stock of that Guarantor
complies with the covenant described under “—Cer@ovenants—Limitation on Asset Dispositions” (arént certifies in an Officers’
Certificate to the Trustee that it will comply withe requirements of such covenant relating toiegjgbn of the proceeds of such sale or
disposition), (c) if Parent properly designates Regtricted Subsidiary that is a Guarantor as aedfricted Subsidiary pursuant to the
covenant described under “—Certain Covenants—Liinitecon Designations of Unrestricted Subsidiaries{(d) if the Issuer exercises the
legal defeasance option or covenant defeasanaenogdi described under “ —Satisfaction and Dischafglee Indenture; Defeasance.”

The Issuer, the Guarantors and the Trustee magoutinotice to or consent of any holders of Nogeer into one or more indentures
supplemental to the Indenture, or amend any inderstwpplemental to the Indenture entered into bylsbuer, such Guarantor and the Tru
for the purpose of adding an additional Note Guimpursuant to the covenants described under “tail@gCovenants—Limitation on
Consolidated Debt,” “—Certain Covenants—Limitatimm Debt of the Issuer and Issuer Restricted Sudrsédi’ or “—Certain Covenants—
Limitation on Actions with respect to Existing Intempany Obligations,” to provide that the paymapitgation on a Note Guarantee of a
Guarantor (other than Parent or any Sister RestfiSubsidiary) be expressly subordinated in ankiogatcy, liquidation or winding up
proceeding of such Guarantor to the prior
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payment in full in cash of all obligations of suGluarantor under any Guarantee of, or obligatiobcasower under, any Qualified Credit
Facility Incurred by Parent or a Restricted Sulasigin accordance with clause (ii) of paragraphofithe covenant described under “—
Certain Covenants—Limitation on Consolidated Deabttlause (ii) of paragraph (b) of the covenantdbsd under “—Certain Covenants—
Limitation on Debt of the Issuer and Issuer RettdSubsidiaries;” provided, however, that (x) tivens of the subordination of a Note
Guarantee to any such Guarantee of, or obligasdmoarower under, a Qualified Credit Facility may eliminate or otherwise adversely
affect the subordination of the payment obligatiorany other Debt of such Guarantor to the paymbkliigation of the Note Guarantee of
such Guarantor and (y) any Guarantee (other ttanasantee of such Qualified Credit Facility) bys@@uarantor of the 10.75% Notes, the
12.25% Notes, the Floating Rate Notes or any ditedat of Parent or any Sister Restricted Subsididsy shall be expressly subordinated in
any bankruptcy, liquidation or winding up proceeagof such Guarantor to the prior payment in fultash of all obligations of such
Guarantor under its Guarantee of such Qualifiedli€Feacility to at least the same extent and orstimae terms and conditions as the
subordination provisions applicable to such GuanmésNote Guarantee. Level 3 LLEGuarantee of the 10.75% Notes, the 12.25% Noid
the Floating Rate Notes is subordinated to Levdl@’s Guarantee of the Existing Credit Facility.Lével 3 LLC Guarantees the Notes, the
Note Guarantee will be subordinated to Level 3 's Guarantee of the Existing Credit Facility. Tlssuer entered into a subordination
agreement in accordance with the foregoing promsiubordinating Level 3 LLC's payment obligatiamsthe Offering Proceeds Note to
Level 3 LLC’s payment obligations in respect of themn Proceeds Note in any bankruptcy, liquidatowinding up proceeding of Level 3
LLC.

The Issuer is a holding company with no materiak#sother than the stock of its subsidiaries,fating proceeds note related to its
issuance of the 10.75% Notes, a loan proceedsrelatied to the Existing Credit Facility, an offegiproceeds note related to its issuance of
the Floating Rate Notes, an offering proceeds redéged to its issuance of the 12.25% Notes aneénvigsued, the Offering Proceeds Note.
Accordingly, the Issuer depends upon dividends}daa other distributions from its subsidiariescapital contributions from Parent, to
generate the funds necessary to meet its finaoblajations, including its obligations to pay yasiaholder of the Notes. The Issuer’'s
subsidiaries may not generate earnings sufficeeebible it to meet its payment obligations. Tlseids’s subsidiaries are legally distinct from
it and, unless they guarantee the Notes, have ligatibn to pay amounts due on the Issuer’s delid onake funds available to it for such
payment. Similarly, Parent is a holding companyhwid material assets other than the stock of lisidiaries. Accordingly, Parent depends
upon dividends, loans or other distributions frasnsubsidiaries, including the Issuer, to genefsdunds necessary to meet its financial
obligations, including its obligations as a GuaoanFuture debt of certain of the Issisesubsidiaries may prohibit the payment of divideal
the making of loans or advances to Parent or theels In addition, the ability of such subsidiatiesnake such payments, loans or advances
is limited by the laws of the relevant states irickilsuch subsidiaries are organized or locatedettain circumstances, the prior or
subsequent approval of such payments, loans onadsas required from applicable regulatory bodiesther governmental entities. To the
extent the Issuer cannot access the cash flows stilisidiaries, and Parent is unable to accessa#ieflow of its subsidiaries, including the
Issuer, the Issuer may not have access to sufficésh to repay the Notes, and Parent may not$usfieient cash to comply with its
guarantee obligations on the Notes. Holders offarferred stock of any of the Issuer’s subsidiatties are not Guarantors and creditors,
including trade creditors and other subsidiarieBarfent that have made intercompany loans to fuets subsidiaries, of any of those
subsidiaries have and will have claims relatinthtassets of that subsidiary that are senioredibtes. That is, the Notes are structurally
subordinated to the debt, preferred stock and athkgations of the Issuer’s subsidiaries thatreseGuarantors. All of the Issuer’s existing
debt is guaranteed by Level 3 LLC. Although as dbed above, Parent and the Issuer will endeavoatse Level 3 LLC to become a
Guarantor, Level 3 LLC will not initially guarantéiee Notes and may never do so. Holders of thes\lwwe no claims to the assets of any of
the Issuer’s subsidiaries. See “Risk Factors—Rigaiting to an Investment in the Notes—The Issusilssidiaries must make payments to
the Issuer in order for the Issuer to make paymemtfie notes, and Parent’s subsidiaries must mpayeents to Parent in order for Parent to
make payment on its obligations as a guarantdnehbtes” and “Risk Factors—Risks Relating to arestment in the Notes—Because the
notes are structurally subordinated to the obligetiof the Issuer’s subsidiaries, you may not Hg fapaid if the Issuer becomes insolvent.”
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Principal, Maturity and Interest

In the exchange offer, the Issuer is issuing up6i0,000,000 aggregate principal amount of 9.258d8&otes due 2014 (the “New
Note¢”) in exchange for original notes issued underltiteenture. Subject to compliance with the coventastcribed under “—Certain
Covenants—Debt of the Issuer and Issuer Restri8taxsidiaries,” the Issuer can issue an unlimitedwarhof additional Notes at later dates
under the Indenture. The Issuer can issue additioi@s as part of the same series or as an additseries. Any additional Notes that the
Issuer issues in the future will be identical ihrabpects to the Notes that the Issuer is issnavg in the exchange offer, except that Notes
issued in the future will have different issuancegs and issuance dates.

The Notes will mature on November 1, 2014. Inteogsthe Notes accrues at the rate of 9.25% permariram the Issue Date, or from
the most recent date to which interest has beah pad will be payable in cash semiannually inase@n May 1 and November 1,
commencing May 1, 2007, to the persons who aretergid holders of the Notes at the close of busiorghe preceding April 15 or
October 15, as the case may be. Interest will bepeted on the basis of a 360-day year comprisédealf’e 30-day months. For purposes of
this “Description of Notes,” all references hertirthe “Notes” shall be deemed to refer colleciivel the New Notes and any additional
Notes issued at later dati

PaymentPrincipal of, premium, if any, and interest on Nates will be payable, and the Notes may be exabdog transferred, at the
office or agency of the Issuer, which, unless atlige provided by the Issuer, will be the officegltd Trustee. At the option of the Issuer,
interest may be paid by check mailed to the regidtbolders at their registered addresses. ThesNdtebe issued without coupons and in
fully registered form only, in minimum denominat®af $1,000 and integral multiples thereof. Thedsowill be issued only against payment
in immediately available funds. No service charglelve made for any registration of transfer or leage of the Notes, but the Issuer may
require payment of a sum sufficient to cover aapsfer tax or other similar governmental chargeapleyin connection therewith.

The applicable interest rate on the New Notesligesti to increase in the circumstances (such aaditiinterest being referred to as
“Special Interest”) described under “Exchange Offéil references herein to interest on the New @soshall include such Special Interest, if
appropriate.

Book-Entry, Delivery and Form

The New Notes will initially be issued in the fomhone or more global securities registered inrthme of The Depository Trust
Company, or DTC, or its nominee.

The New Notes initially will be represented by amranore notes in registered, global form withouéiast coupons (collectively, the
“Global Notes”). The Global Notes will be depositgabn issuance with the Trustee as custodian ferOdpository Trust Company (“DT§”
in New York, New York, and registered in the nami®®C or its nominee, in each case for credit tmacount of a direct or indirect
participant in DTC as described below.

Except as set forth below, the Global Notes matrdoesferred, in whole and not in part, only to &eotnominee of DTC or to a
successor of DTC or its nominee. Beneficial intey@sthe Global Notes may not be exchanged foeslat certificated form except in the
limited circumstances described below. See “—Exgkasf Global Notes for Certificated Notes.” Excapthe limited circumstances
described below, owners of beneficial interestheGlobal Notes will not be entitled to receiveygical delivery of Notes in certificated
form.

Depositary Procedured.he following description of the operations andqamures of DTC, Euroclear and Clearstream are gedlvi
solely as a matter of convenience. These operatindgprocedures are solely within the control efrispective settlement systems and are
subject to changes by them. The Issuer takes pome#ility for these operations and procedureswagés investors to contact the systems or
their participants directly to discuss these matter
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DTC has advised the Issuer that DTC is a limitegbpse trust company organized under the laws oSthte of New York, a member
the Federal Reserve System, a “banking organiZatiihin the meaning of the New York Banking Law,@earing corporation” within the
meaning of the New York Uniform Commercial Code aritlearing agencyfegistered under the Exchange Act. DTC was cretatbald the
securities of its participating organizations (fi@ipants”) and to facilitate the clearance andleetent of securities transactions among its
participants in such securities through electrdmiok-entry changes in accounts of the participahtsgby eliminating the need for physical
movement of securities certificates. DTC’s partieifs include securities brokers and dealers (whiah include the underwriters), banks,
trust companies, clearing corporations and ced#iar organizations, some of whom (or their reprge/es) have ownership interests in
DTC. Access to DTC's book-entry system is also labée to others, such as banks, brokers, dealersrast companies (“indirect
participants”), that clear through or maintain atodial relationship with a participant, eitheraditly or indirectly. Persons who are not
participants may beneficially own Notes held byarbehalf of DTC only through the participantstoe tndirect participants. The ownership
interests in, and transfers of ownership interigstesach Note held by or on behalf of DTC are rdedron the records of the participants and
indirect participants.

Upon the issuance of a Global Note, DTC or its nmazaiwill credit the accounts of participants whike tespective principal amounts of
the Notes represented by such Global Note purcHagsedch participants in the exchange offer. Sudoants shall be designated by the
initial purchasers. Investors in the Rule 144A GloKotes who are participants in DTC’s system mald ltheir interests therein directly
through DTC. Investors in the Rule 144A Global Notho are not participants may hold their interéstsein indirectly through the
organizations (including Euroclear and Clearstreamh are participants in such system. Eurocledr@earstream will hold interests in the
Regulation S Global Notes on behalf of their pgutiots through customers’ securities accountseir tiespective names on the books of their
respective depositories, which are Euroclear BaAk/ 8l.V., as operator of Euroclear, and CitibaNkA., as operator of Clearstream. All
interests in a Global Note, including those heldtigh Euroclear or Clearstream, may be subjedteé@tocedures and requirements of DTC.
Those interests held through Euroclear or Cleastralso may be subject to the procedures and esgeairts of such systems. Ownership of
beneficial interests in a Global Note will be showm and the transfer of that ownership interefitvei effected only through, records
maintained by DTC (with respect to participantsenests) or by the participants and the indirectiggpants (with respect to the owners of
beneficial interests in such Global Note other tparticipants).

The laws of some jurisdictions require that cerfainchasers of securities take physical deliverguzh securities in definitive form.
Such limits and such laws may impair the abilitgremsfer beneficial interests in a Global Notec&8ese DTC, Euroclear and Clearstream
act only on behalf of their respective participamthich in turn act on behalf of indirect particiia and certain banks, the ability of a person
having beneficial interests in a Global Note todgie such interests to persons or entities thabtlparticipate in the DTC, Euroclear or
Clearstream system, as applicable, or otherwisedakions in respect of such interests, may betaffeby the lack of a physical certificate
evidencing such interests.

Payment of principal of and interest on Notes repnéed by a Global Note will be made in immediasaigilable funds to DTC or its
nominee, as the case may be, as the sole registerezt and the sole holder of the Notes represahtrdby for all purposes under the
Indenture. Under the terms of the Indenture, teedsand the Trustee will treat the Persons in wimasnes the Notes, including the Global
Notes, are registered as the owners of the Notabhdgpurpose of receiving payments and for aleofiurposes. Consequently, neither
Issuer, the Trustee nor any agent of the Issutireofrustee has or will have any responsibilityiaility for:

(1) any aspect of DTC's records or any participaot’ indirect participant’s records relating tgpayments made on account of
beneficial ownership interest in the Global Note$oo maintaining, supervising or reviewing anyl@fC’s records or any participant’'s or
indirect participant’s records relating to the bigial ownership interests in the Global Notes; or

(2) any other matter relating to the actions aratfices of DTC or any of its participants or indirparticipants.
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The Issuer has been advised by DTC that upon reakimy payment of principal of or interest on @lpbal Note, DTC will
immediately credit, on its book-entry registratamd transfer system, the accounts of participaiits gayments in amounts proportionate to
their respective beneficial interests in the ppatior face amount of such Global Note as showtherrecords of DTC. The Issuer expects
that payments by participants or indirect partinigato owners of beneficial interests in a Globaté\held through such participants or
indirect participants will be governed by standingtructions and customary practices as is nove#se with securities held for customer
accounts registered in “street name” and will keegble responsibility of such participants andriecti participants.

Neither the Issuer nor the Trustee will be lialwedny delay by DTC or any of its participantsdentifying the beneficial owners of the
Notes, and the Issuer and the Trustee may conelysigly on and will be protected in relying ontingtions from DTC or its nominee for ¢
purposes.

Subject to the transfer restrictions set forth urrftimtice to Investors,” transfers between partieifs in DTC will be effected in
accordance with DTC's procedures, and will be sétth sameday funds, and transfers between participants nodtear and Clearstream w
be effected in accordance with their respectivesaind operating procedures.

Subject to compliance with the transfer restrictiapplicable to the Notes described herein, craakeh transfers between the
participants in DTC, on the one hand, and Eurocdea&@learstream participants, on the other hanlli pewieffected through DTC in accordal
with DTC's rules on behalf of Euroclear or Cleagsim, as the case may be, by its respective depgsitavever, such cross-market
transactions will require delivery of instructiotwsEuroclear or Clearstream, as the case may hihebgounterparty in such system in
accordance with the rules and procedures and witieirestablished deadlines (Brussels time) of system. Euroclear or Clearstream, as the
case may be, will, if the transaction meets itde®ent requirements, deliver instructions to éspective depositary to take action to effect
final settlement on its behalf of delivering oreadng interests in the relevant Global Note in D B&d making or receiving payment in
accordance with normal procedures for same-daysfgettlement applicable to DTC. Euroclear participand Clearstream participants may
not deliver instructions directly to the deposiésrfor Euroclear or Clearstream.

DTC has advised the Issuer that it will take anyoacpermitted to be taken by a holder of Notey @ilthe direction of one or more
participants to whose account DTC has creditednteeests in the Global Notes and only in respésugh portion of the aggregate principal
amount of the Notes as to which such participanarticipants has or have given such direction. e\, if there is an Event of Default
under the Notes, DTC reserves the right to exchémg&lobal Notes for legended Notes in certifideftem, and to distribute such Notes to
its participants.

So long as DTC or any successor depositary foroh&INote, or any nominee, is the registered owhsuch Global Note, DTC or su
successor depositary or nominee, as the case maylbiee considered the sole owner or holder ef Notes represented by such Global Note
for all purposes under the Indenture and the N&irsept as set forth above, owners of beneficiglrests in a Global Note will not be entit
to have the Notes represented by such Global Ngistered in their names, will not receive or bitled to receive physical delivery of
certificated Notes in definitive form and will nbé considered to be the owners or holders of artgdNander such Global Note. Accordingly,
each Person owning a beneficial interest in a GlNloée must rely on the procedures of DTC or amycessor depositary, and, if such Person
is not a participant, on the procedures of theigipant through which such Person owns its intetesexercise any rights of a holder undel
Indenture. The Issuer understands that under egisidustry practices, in the event that the Isseguests any action of holders or that an
owner of a beneficial interest in a Global Noteidesto give or take any action which a holdemistked to give or take under the Indenture,
DTC or any successor depositary would authorizepéitécipants holding the relevant beneficial ietgrto give or take such action, and such
participants would authorize beneficial owners awgthrough such participants to give or take sutiva or would otherwise act upon the
instructions of beneficial owners owning throughrth
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Although DTC has agreed to the foregoing procediresder to facilitate transfers of interests ilok&al Notes among participants of
DTC, it is under no obligation to perform or continto perform such procedures, and such procedwagde discontinued at any time. None
of the Issuer, the Trustee or the underwriters édlle any responsibility for the performance by DarGts participants or indirect participants
of their respective obligations under the rules pratedures governing their operations.

Exchange of Global Notes for Certificated Not&<lobal Note is exchangeable for certificated sataly if:

(a) DTC notifies the Issuer that it is unwilling mnable to continue as a depositary for such Glblo&d or if at any time DTC ceases to
be a clearing agency registered under the ExchAngand, in either case, the Issuer fails to appaisuccessor depositary within 90 days
after the date of such notice,

(b) the Issuer in its discretion at any time deiags not to have all the Notes represented by &lebal Note, or

(c) there shall have occurred and be continuingfaillt or an Event of Default with respect to thatéé represented by such Global
Note.

Any Global Note that is exchangeable for certifethNotes pursuant to the preceding sentence widkbbanged for certificated Notes
in authorized denominations and registered in siaches as DTC or any successor depositary holdiciy Global Note may direct. Subject
the foregoing, a Global Note is not exchangeablegpgt for a Global Note of like denomination torbgistered in the name of DTC or any
successor depositary or its nominee. In the evetita Global Note becomes exchangeable for cetifit Notes:

(a) certificated Notes will be issued only in futlygistered form in denominations of $1,000 orgné multiples thereof,

(b) payment of principal of, and premium, if anpdanterest on, the certificated Notes will be gagaand the transfer of the certifica
Notes will be registerable, at the office or ageatthe Issuer maintained for such purposes,

(c) no service charge will be made for any regigiraof transfer or exchange of the certificateddso although the Issuer may require
payment of a sum sufficient to cover any tax orggamental charge imposed in connection therewith.

Optional Redemption

The Notes are subject to redemption at the optidheplssuer, in whole or in part, at any time rmnfi time to time on or after
November 1, 2010 upon not less than 30 nor morme @aday’ prior notice, at the redemption prices set fdréthow (expressed as a
percentage of principal amount), plus accrued amuhid interest thereon (if any) to the redemptiatedqsubject to the right of holders of
record on the relevant record date to receiveeéstetue on the relevant interest payment datsjd#emed during the twelve months
beginning November 1, of the years indicated below:

Year Redemption Price

2010 104.62'%
2011 102.31%
2012 100.00(%

In addition, at any time or from time to time onpior to November 1, 2009, the Issuer may redepnoB5% of the original aggregate
principal amount of the Notes at a redemption peigeal to 109.250% of the principal amount of tlegds so redeemed, plus accrued and
unpaid interest thereon (if any) to the redemption
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date (subject to the right of holders of recordlmnrelevant record date to receive interest dut@melevant interest payment date), with the
net cash proceeds contributed to the capital ofshiger of one or more private placements to Psretrer than Affiliates of Parent or
underwritten public offerings of Common Stock of & resulting, in each case, in gross proceeds lefist $100 million in the aggregate;
provided, however, that at least 65% of the origaggregate principal amount of the Notes (inclgdimy additional Notes) would remain
outstanding immediately after giving effect to suedemption. Any such redemption shall be madeiw®0 days of such private placement
or public offering upon not less than 30 nor mdrant60 days’ prior notice.

Mandatory Redemption

The Issuer is not required to make any mandatagmgtion or sinking fund payments with respechm Mlotes. However, under cert
circumstances, the Issuer may be required to @f@urchase Notes as described under “—Certain@mis—Change of Control Triggerir
Event,” “—Certain Covenants—Limitation on Asset pusitions” and “—Certain Covenantd-imitation on Actions with Respect to Existi
Intercompany Obligations.” The Issuer may from titméime purchase Notes in the open market or wtiser

Subordination of Existing Intercompany Obligations

The Issuer lent the net proceeds of the issuantteedflotes, together with cash on hand, to Lev@Bimunications, LLC (“Level 3
LLC"), a direct Wholly Owned Subsidiary of the Igsuin return for an intercompany demand note (@féering Proceeds Note”) from
Level 3 LLC in an equal principal amount. The OiffigrProceeds Note is pledged by the Issuer to sétiobligations under the Existing
Credit Facility. Level 3 LLC is the obligor on arigting intercompany demand note (the “Parent tdempany Note”) to Parent to evidence
loans from Parent to Level 3 LLC, is the obligoramexisting intercompany demand note (the “10.P#geeds Note”) to the Issuer to
evidence a loan made by the Issuer to Level 3 LiL@ni aggregate principal amount of $500 milliopyesenting the gross proceeds to the
Issuer from the issuance of the 10.75% Notesg®thigor on an existing intercompany demand nitite (12.25% Proceeds Note”) to the
Issuer to evidence a loan made by the Issuer tell®LLC in an aggregate principal amount of $550ion, representing the gross proceeds
to the Issuer from the issuance of the 12.25% Nated is the obligor on an existing intercompanyaded note (the “Floating Rate Proceeds
Note”) to the Issuer to evidence a loan made by theelsto Level 3 LLC in an aggregate principal amafr6150 million, representing the
gross proceeds to the Issuer from the issuandeedflbating Rate Notes. As of September 30, 20@6putstanding principal amount of the
Parent Intercompany Note was approximately $15liBj the principal amount outstanding under tBe75% Proceeds Note was
$500 million, the principal amount outstanding untthe 12.25% Proceeds Note was $550 million angbtheipal amount outstanding under
the Floating Rate Proceeds Note was $150 millianD@cember 1, 2004, Parent, as guarantor, ther|sssiborrower, Merrill Lynch Capital
Corporation, as administrative agent and collategant, and certain lenders entered into the Bg<Iiredit Facility pursuant to which the
lenders extended a $730 million senior secured teamto the Issuer. The Issuer lent the proceétteederm loan to Level 3 LLC in return
for an intercompany demand note issued by Levdl@ (the “Loan Proceeds Note”). On June 27, 2006 parties thereto amended and
restated the Existing Credit Agreement. The Issualigations under the Existing Credit Facilitg @ecured by the Parent Intercompany
Note, the 10.75% Proceeds Note, the Loan Proceetis tthe Floating Rate Proceeds Note and the 12RP¥teeds Notes. The Offeri
Proceeds Note has been pledged by the Issuerdoesiés obligations under the Existing Credit FHagilEach of the 10.75% Proceeds Note,
the 12.25% Proceeds Note and the Floating RateePdsdNote was subordinated to the Loan Proceedspliosuant to separate subordine
agreements by and among the Issuer, Parent andl 3. &l€. As of September 30, 2006, the principaloammt outstanding under the Loan
Proceeds Note was $730 million. Parent and theetssutered into a subordination agreement (the §&libation Agreement”) that provides
that upon a total or partial liquidation, dissodutior winding up of Level 3 LLC or in a bankruptegprganization, insolvency, receivership or
similar proceeding relating to Level 3 LLC or iteoBerty, (a) the Issuer will be entitled to recgpagyment in full in cash of the Offering
Proceeds Note before Level 3 LLC may make any paymieprincipal of or interest on the Parent Intanpany
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Note to Parent, and (b) until the Offering Proceldte is paid in full in cash, any distributionwdich Parent would be entitled but for 1
Subordination Agreement will be made to the Issseits interests may appear. If a distribution &lmto Parent that because of the
Subordination Agreement should not have been nméartent, Parent shall hold such distribution uisttfor the Issuer and pay it over to the
Issuer as the Issuer’s interests may appear. X ofghe Issuer to enforce the subordination ef@ffering Proceeds Note shall be impaired
by any act or failure to act by the Issuer or kyfdtlure to comply with the Subordination Agreemdtarent, the Issuer and Level 3 LLC will
be restricted from taking certain actions with exgpo the Offering Proceeds Note, the Parentdotapany Note and the Subordination
Agreement as set forth in the covenant describ&mhbender “—Certain Covenants—Limitation on Actiongh respect to Existing
Intercompany Obligations.” The Parent Intercomphlioye is subordinated on the same terms to the ¥WHR®ceeds Note, the 12.25%
Proceeds Note and the Floating Rate Proceeds Ndkedarent Intercompany Note is subordinatededffering Proceeds Note. In
addition, the Issuer and Level 3 LLC entered im@#ering proceeds note subordination agreemexttshbordinates the right of the Issuer to
payment under the Offering Proceeds Note to tHa o§the Issuer (in its capacity as borrower urtberExisting Credit Facility) to payment
under the Loan Proceeds Note upon the liquidati@solution or winding up of Level 3 LLC or in arllauptcy, reorganization, insolvency,
receivership or similar proceeding relating to Ue¥&LC or its property. The 10.75% Proceeds Nuie,12.25% Proceeds Note and the
Floating Rate Proceeds Note are subordinated ogatime terms to the Loan Proceeds Note as the @ffBrioceeds Note is subordinated to
the Loan Proceeds Note. Accordingly, the righthef Issuer to payment under the Offering Proceede Wil be pari passuo the right of the
Issuer to payment under the 10.75% Proceeds Nmd,2.25% Proceeds Note and the Floating Rate Ededéote.

As a condition to Incurring specified types of Dehtsuant to the covenants described below und€zérain Covenants—Limitation
on Consolidated Debt,” “—Certain Covenants—Limitation Debt of the Issuer and Issuer Restricted i8iabes” and “—Certain
Covenants—Limitation on Actions with respect to $ixig Intercompany Obligations,” Restricted Sulewiis will be required to guarantee
(an “Offering Proceeds Note Guarantee”) Level 3 [d.@bligations under the Offering Proceeds Note, amdertain circumstances,
subordinate the Debt that is Incurred to Offerimgd@eds Note Guarantee.

The Offering Proceeds Note Guarantee of an OffdPirageeds Note Guarantor will be released (a) imection with any sale or other
disposition of all or substantially all of the atssef that Offering Proceeds Note Guarantor (inicigdy way of merger or consolidation) to a
Person that is not (either before or after giviffga to such transaction) Parent or a Restricigosigliary, if the sale or other disposition of all
or substantially all of the assets of that Offerifrgceeds Note Guarantor complies with the covethesttribed under “—Certain Covenants—
Limitation on Asset Dispositions” (or Parent ceetif in an OfficersCertificate to the Trustee that it will comply witthe requirements of sui
covenant relating to application of the proceedsurh sale or disposition), (b) in connection veitty sale of all of the Capital Stock of an
Offering Proceeds Note Guarantor to a Person shaot (either before or after giving effect to sti@msaction) Parent or a Restricted
Subsidiary, if the sale of all such Capital Stotkhat Offering Proceeds Note Guarantor compligh Wie covenant described under “ —
Certain Covenants—Limitation on Asset Dispositiofm” Parent certifies in an Officers’ Certificatethe Trustee that it will comply with the
requirements of such covenant relating to appbicatif the proceeds of such sale or disposition)if @arent properly designates any
Restricted Subsidiary that is an Offering Procedoate Guarantor as an Unrestricted Subsidiary putsioethe covenant described under “—
Certain Covenants—Limitation on Designations of éstricted Subsidiaries” or (d) if the Issuer exsgsithe legal defeasance option or
covenant defeasance option as described under ‘isf&dton and Discharge of the Indenture; Defeasdnc

An Offering Proceeds Note Guarantor and Level 3 lth@y enter into an agreement or arrangement tbatdas that the payment
obligation on an Offering Proceeds Note Guararded (n the case of Level 3 LLC, on the Offeringde®ds Note) of an Offering Proceeds
Note Guarantor (other than Parent or any SistetriRiesl Subsidiary) be expressly subordinated inl@amkruptcy, liquidation or winding L
proceeding of Offering Proceeds Note Guarantohégprior payment in full in cash of all obligatiooEOffering Proceeds Note Guarantor or
Level 3 LLC, as applicable, under any Guarante@wobbligation as borrower under, any

66



Table of Contents

Qualified Credit Facility Incurred by Parent or adRicted Subsidiary in accordance with clauseofiparagraph (b) of the covenant descri
under “ —Certain Covenants—Limitation on Consol@hDebt” or clause (ii) of paragraph (b) of the @oant described under “—Certain
Covenants—Limitation on Debt of the Issuer andédssRestricted Subsidiariegptovided, howevethat (x) the terms of the subordination of
an Offering Proceeds Note Guarantee, or in the abkevel 3 LLC, the Offering Proceeds Note, to angh Guarantee of or obligation as
borrower under a Qualified Credit Facility may ediminate or otherwise adversely affect the submtidn of the payment obligation on any
other Debt of Offering Proceeds Note Guarantorexrdl 3 LLC, as applicable, to the payment obligatib the Offering Proceeds Note
Guarantee of Offering Proceeds Note Guaranton tré case of Level 3 LLC, the Offering Proceed$eNand (y) any Guarantee (other than
a Guarantee of such Qualified Credit Facility) b§e@ng Proceeds Note Guarantor or Level 3 LLCapglicable, of the 10.75% Notes, the
12.25% Notes, the Floating Rate Notes or any ditedat of Parent or any Sister Restricted Subsididsy shall be expressly subordinated in
any bankruptcy, liquidation or winding up proceeagof Offering Proceeds Note Guarantor or Level &l ks applicable, to the prior paym

in full in cash of all obligations of Offering Preeds Note Guarantor or Level 3 LLC, as applicaloheler its Guarantee of such Qualified
Credit Facility to at least the same extent anthenrsame terms and conditions as the subordinptmrisions applicable to Offering Proceeds
Note Guarantcs Offering Proceeds Note Guarantee or Level 3 Id @bligation on the Offering Proceeds Note.

Certain Covenants

Covenant SuspensioBet forth below are summaries of certain covenemtsained in the Indenture. During any period wfeti(a
“Suspension Period”) that (i) the ratings assigtwethe Notes by both of the Rating Agencies arestment Grade Ratings and (ii) no Default
or Event of Default has occurred and is continuinder the Indenture, Parent and the Restrictedidalies will not be subject to the
following covenants of the Indenture described Welmder “—Limitation on Consolidated Debt,” “—Linaition on Debt of the Issuer and
Issuer Restricted Subsidiaries,” “Limitation on Rieted Payments,” “—Limitation on Dividend and @thPayment Restrictions Affecting
Restricted Subsidiaries,” clause (i)(a) of “—Lintitan on Sale and Leaseback Transactions,” “—Liriotabn Asset Dispositions,” “—
Limitation on Issuance and Sales of Capital StddRestricted Subsidiaries” (other than the firsbtsentences thereof), “—Transactions with
Affiliates,” clause (b) of “—Limitation on Designans of Unrestricted Subsidiariesid clauses (c) and (d) of the first and secondgraph:
of “—Mergers, Consolidations and Certain Sales sé&ts” (collectively, the “Suspended Covenantsi'the event that Parent and the
Restricted Subsidiaries are not subject to the éhdgd Covenants for any period of time as a restite preceding sentence and, on any
subsequent date (the “Reversion Date”), one or bbthe Rating Agencies withdraws its ratings owdgrades the ratings assigned to the
Notes below the required Investment Grade Ratimgs@efault or Event of Default occurs and is comitig, then Parent and the Restric
Subsidiaries will thereafter again be subject toStuspended Covenants and calculations of the aragaitable to be made as Restricted
Payments under the covenant described under “—atioit on Restricted Payments” will be made as thabg covenant described under “—
Limitation on Restricted Payments” had been inaftriring the entire period of time from the Mea&sunent Date. On the Reversion Date, all
Debt Incurred during the Suspension Period wiltlssified to have been Incurred pursuant to pagpg(a) or one of the clauses set forth in
paragraph (b) of the covenant described under “—aimon on Consolidated Debt” or paragraph (a) e of the clauses set forth in
paragraph (b) of the covenant described under “—hinon on Debt of the Issuer and Issuer Restri&elsidiaries” (in each case to the
extent such Debt would be permitted to be Incuthedeunder as of the Reversion Date and after gjieffect to Debt Incurred prior to the
Suspension Period and outstanding on the RevelBste). To the extent such Debt would not be peediito be Incurred pursuant to
paragraph (a) or one of the clauses set forthriagsaph (b) of the covenant described under “—lation on Consolidated Debt” or
paragraph (a) or one of the clauses set forthiagsaph (b) of the covenant described under “—latioh on Debt of the Issuer and Issuer
Restricted Subsidiaries,” such Debt will be deerteeldave been outstanding on the Measurement Datbasit is classified as permitted
under clause (v) of paragraph (b) of the covenastdbed under “—Limitation on Consolidated Dehtttause (iii) of paragraph (b) of the
covenant described under “—Limitation on Debt @& thsuer and Issuer Restricted Subsidiariéstie Incurrence of any Debt by a Restric
Subsidiary during the
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Suspension Period would have been prohibited aditioned upon such Restricted Subsidiary enteniig & Note Guarantee and an Offering
Proceeds Note Guarantee had the covenants desarided “—Limitation on Consolidated Debt” and “ —nhitation on Debt of the Issuer
and Issuer Restricted Subsidiaries” been in eHiettie time of such Incurrence, such RestrictecsBidry shall enter into a Note Guarantee
and an Offering Proceeds Note Guarantee that aferde or rank equal with such Debt within ten slafter the Reversion Date. For purpe
of determining compliance with the covenant desttibnder “—Limitation on Asset Dispositions,” oretReversion Date, the Net Available
Proceeds from all Asset Sales not applied in acoare with the covenant will be deemed to be rese¢to. Notwithstanding the foregoing,
neither (a) the continued existence, after the dhseich withdrawal or downgrade, of facts andwinstances or obligations that were
Incurred or otherwise came into existence durigyispension Period nor (b) the performance of aoly sbligations, shall constitute a bre:
of any covenant set forth in the Indenture or cauBefault or Event of Default thereundprovided, howeverthat (1) Parent and its
Restricted Subsidiaries did not Incur or othervaigase such facts and circumstances or obligatoasist in anticipation of a withdrawal or
downgrade below investment grade, (2) Parent redbpielieved that such Incurrence or actions waowldresult in such a withdrawal or
downgrade and (3) if so required each Restrictdabigiary shall have entered into a Note Guarameeaa Offering Proceeds Note Guara
within the specified time period. For purposeslatises (1) and (2) in the preceding sentence,ipation and reasonable belief may be
determined by Parent and shall be conclusivelyenddd by a board resolution to such effect adoptgdod faith by the Board of Directors
of Parent. In reaching their determination, thelaz Directors may, but need not, consult with Reging Agencies.

The Indenture contains, among others, the folloveimgenants:

Limitation on Consolidated Debfa) Parent may not, and may not permit any Restti®ubsidiary (other than to the extent permitte
paragraph (b) of the covenant described under “—aimon on Debt of the Issuer and Issuer Restri&absidiaries}o, directly or indirectly
Incur any Debtprovided, howeverthat Parent or any Restricted Subsidiary (subje¢he case of the Issuer and any Issuer Reatrict
Subsidiary, to the covenant described under “—lation on Debt of the Issuer and Issuer Restrictdusigliaries”) may Incur any Debt if,
after giving pro forma effect to such Incurrence éme receipt and application of the net procebderebf, no Default or Event of Default
would occur as a consequence of such Incurrenbe oontinuing following such Incurrence and eitfigthe ratio of (A) the aggregate
consolidated principal amount (or, in the case ebfissued at a discount, the then-Accreted VaitiBebt of Parent and its Restricted
Subsidiaries outstanding as of the most recentablaiquarterly or annual balance sheet, aftengiyiro forma effect to the Incurrence of
such Debt and any other Debt Incurred or repaicessuch balance sheet date and the receipt andatfpi of the net proceeds thereof, to
(B) Pro Forma Consolidated Cash Flow AvailableFored Charges for Parent and its Restricted Sudosédi for the four full fiscal quarters
next preceding the Incurrence of such Debt for Witiensolidated financial statements are availatdeyld be less than 5.0 to 1.0, or
(il) Parents Consolidated Capital Ratio as of the most reaeaiiable quarterly or annual balance sheet, gfteng pro forma effect to (x) tr
Incurrence of such Debt and any other Debt Incuoreepaid since such balance sheet date, (ysHuance of any Capital Stock (other than
Disqualified Stock) of Parent since such balan@esHate, including the issuance of any CapitatiSto be issued concurrently with the
Incurrence of such Debt, and (z) the receipt ardigation of the net proceeds of such Debt or GdyStock, as the case may be, is less than
2.25t0 1.0.

(b) Notwithstanding the foregoing limitation, Patren any Restricted Subsidiary (other than thedssu any Issuer Restricted
Subsidiary, except to the extent permitted by theeoant described under “—Limitation on Debt of kksuer and Issuer Restricted
Subsidiaries”) may Incur any and all of the follogyi(each of which shall be given independent effect

(i) Debt under the Notes (including any New Notsued in exchange therefor), any Note Guarantesspect of the Notes or any
Offering Proceeds Note Guarantee in respect oOfffiering Proceeds Note;

(il) Debt under Credit Facilities in an aggregategpal amount outstanding or available (togethih the sum of (A) the amount of
any outstanding Debt Incurred pursuant to clatyef(paragraph (b) of the covenant
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described under “—Limitation on Debt of the Issard Issuer Restricted Subsidiaries,” plus (B) tmeant of all refinancing Debt
outstanding or available pursuant to clause (vparigraph (b) of the covenant described underifritation on Debt of the Issuer and Iss
Restricted Subsidiaries” in respect of Debt presipuincurred pursuant to clause (ii) of paragramhof the covenant described under “—
Limitation on Debt of the Issuer and Issuer RettdcSubsidiaries,” plus (C) the amount of all rafining Debt outstanding or available
pursuant to clause (viii) below in respect of Dgteviously Incurred pursuant to this clause (it)aay one time not to exceed the greater of
(x) $750 million and (y) 1.5 times Pro Forma Coiated Cash Flow Available for Fixed Charges ofeRaand its Restricted Subsidiaries
the four full fiscal quarters next preceding thedmence of such Debt for which consolidated finainstatements are available, which amount
shall be permanently reduced by the amount of Netilable Proceeds used to repay Debt under theitGtadilities or any refinancing Debt
in respect of the Credit Facilities Incurred purdua clause (vi) of paragraph (b) of the covergegcribed under “Hmitation on Debt of th
Issuer and Issuer Restricted Subsidiar@stlause (viii) below, and not reinvested in Telmenunications/IS Assets or used to purchase |
or repay other Debt, pursuant to and as permityettidd covenant described under “—Limitation on A€3ispositions;”

(iii) Purchase Money Debgrovided, howeverthat the amount of such Purchase Money Debt doesxceed 100% of the cost of the
construction, installation, acquisition, lease,@epment or improvement of the applicable Telecomications/IS Assets;

(iv) Subordinated Debt of Paremptrovided, howeverthat the aggregate principal amount (or, in #gecof Debt issued at a discount,
Accreted Value) of such Debt, together with anyeotbutstanding Debt Incurred pursuant to this @gug, shall not exceed $500 million at
any one time (which amount shall be permanentlyced by the amount of Net Available Proceeds usedday Subordinated Debt of
Parent, and not reinvested in Telecommunication&8&ets or used to purchase Notes or repay othet; Parsuant to and as permitted by the
covenant described under “—Limitation on Asset D&pons”), except to the extent such Debt in egads$500 million (A) is subordinated
to all other Debt of Parent other than Debt Inadiparsuant to this clause (iv) in excess of sud0$aillion limitation, (B) does not provide
for the payment of cash interest on such Debt padhe Stated Maturity of the Notes and (C) (19slaot provide for payments of principa
such Debt at stated maturity or by way of a sinkumgd applicable thereto or by way of any mandatedemption, defeasance, retirement or
repurchase thereof by Parent (including any rediemptetirement or repurchase which is continggrdruevents or circumstances, but
excluding any retirement required by virtue of #ueeleration of any payment with respect to sudbt Dpon any event of default thereund
in each case on or prior to the Stated MaturitthefNotes, and (2) does not permit redemption leeratetirement (including pursuant to an
offer to purchase made by Parent but excludinguginaconversion into capital stock of Parent, othan Disqualified Stock, without any
payment by Parent or its Restricted Subsidiarigabddolders thereof) of such Debt at the optiothefholder thereof on or prior to the Stated
Maturity of the Notes;

(v) Debt outstanding on the Measurement Date;

(vi) Debt owed by Parent to any Restricted Subsjdist Debt owed by a Restricted Subsidiary to Paoea Restricted Subsidiary;
provided, howeve, that (A) any Person that Incurs Debt owed to Rtave a Sister Restricted Subsidiary pursuantiedlause (vi) is a
Guarantor and an Offering Proceeds Note GuarafBd1(x) upon the transfer, conveyance or otheralgfon by such Restricted Subsidiary
or Parent of any Debt so permitted to a Persorr dtfaen Parent or another Restricted Subsidiaryaoéit or (y) if for any reason such
Restricted Subsidiary ceases to be a Restrictedid@aly, the provisions of this clause (vi) shalllonger be applicable to such Debt and such
Debt shall be deemed to have been Incurred bystheer thereof at the time of such transfer, conveyar other disposition or when such
Restricted Subsidiary ceases to be a Restrictedi@aly and (C) the payment obligation of such D@htlause (A) above applies) is
expressly subordinated in any bankruptcy, liqu@atr winding up proceeding of the obligor to thi®mppayment in full in cash of all
obligations with respect to the Offering ProceedseNGuarantee of Offering Proceeds Note Guaraatat;provided further, however, that a
Foreign Restricted Subsidiary need not become adbta or an Offering Proceeds Note Guarantor @mnsto clause (A) above until such
time and only so long as such Foreign Restrictdabigliary Guarantees any other Debt of Parent oiDamyestic Restricted Subsidiary;
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(vii) Debt Incurred by a Person prior to the tindg §uch Person became a Restricted Subsidiarysy&) Person merges into or
consolidates with a Restricted Subsidiary or (@ther Restricted Subsidiary merges into or conatdisl with such Person (in a transaction in
which such Person becomes a Restricted Subsidiahygh Debt was not Incurred in anticipation of stiansaction and was outstanding
prior to such transaction;

(viii) Debt Incurred to renew, extend, refinancefahse, repay, prepay, repurchase, redeem, estotkange or refund (each, a
“refinancing”) Debt Incurred pursuant to paragr@a@habove or clause (i), (ii), (iii), (v), (vii) dii) of this paragraph (b) or this clause (viii),
in an aggregate principal amount (or if issued disaount, the theiccreted Value) not to exceed the aggregate prahe@mount (or if issue
at a discount, the theecreted Value) of and accrued interest on the Bebefinanced plus the amount of any premium reduio be paid i
connection with such refinancing pursuant to tmgeof the Debt so refinanced or the amount offeynium reasonably determined by the
board of directors of Parent as necessary to adeshrguch refinancing by means of a tender offeprorately negotiated repurchase, plus the
expenses of Parent Incurred in connection with safihancing;provided, howeverthat (A) if the Person that originally IncurrdeetDebt to
be refinanced became, or would have been requrbddome if not already, a Guarantor or an OffeRngceeds Note Guarantor as a rest
the Incurrence of the Debt being refinanced in ed@ace with this covenant, (1) the Person thatrkthe refinancing Debt pursuant to this
clause (viii) shall be a Guarantor and an Offefngceeds Note Guarantor and (2) if the Debt teelipanced is subordinated to the Offering
Proceeds Note Guarantee of Offering Proceeds No&edator, the refinancing Debt shall be subordohédehe same extent to the Offering
Proceeds Note Guarantee of the Offering Proceetls Gloarantor Incurring such refinancing Debt, (B tefinancing Debt shall not be
senior in right of payment to the Debt that is lgeiefinanced and (C) in the case of any refinanoingebt Incurred pursuant to paragraph (a)
above or clause (i), (v), (vii) or (xii) or, if shdebt previously refinanced Debt Incurred pursuargny such clause, this clause (viii), the
refinancing Debt by its terms, or by the termsmf agreement or instrument pursuant to which suebt 3 issued, (x) does not provide for
payments of principal of such Debt at stated mgturi by way of a sinking fund applicable theretdog way of any mandatory redemption,
defeasance, retirement or repurchase thereof nPar any Restricted Subsidiary (including anyeragtion, retirement or repurchase which
is contingent upon events or circumstances, butidiy any retirement required by virtue of thealecation of any payment with respect to
such Debt upon any event of default thereunde®airh case prior to the time the same are reghireéde terms of the Debt being refinanced
and (y) does not permit redemption or other reteet{including pursuant to an offer to purchase erfagParent or any Restricted
Subsidiary) of such Debt at the option of the hottiereof prior to the time the same are requinethk terms of the Debt being refinanced,
other than, in the case of clause (x) or (y), amhgpayment, redemption or other retirement (indggbursuant to an offer to purchase made
by Parent) which is conditioned upon a change aofrobpursuant to provisions substantially simitathose described under “—Change of
Control Triggering Event” or upon an asset salespant to provisions substantially similar to thdsecribed under “—Limitation on Asset
Dispositions;”

(ix) Debt (A) in respect of performance, suretyappeal bonds, Guarantees, letters of credit otn@isement obligations Incurred or
provided in the ordinary course of business segutie performance of contractual, franchise, lessiinsurance or license obligations and
not in connection with the Incurrence of Debt of {{Brespect of customary agreements providingrfdemnification, adjustment of purchase
price after closing, or similar obligations, orrfndGuarantees or letters of credit, surety bongsediormance bonds securing any such
obligations of Parent or any of its Restricted Sdibsies pursuant to such agreements, Incurredmmection with the disposition of any
business, assets or Restricted Subsidiary of Pértrer than Guarantees of Indebtedness IncurrexhpyPerson acquiring all or any portion
of such business, assets or Restricted Subsididgrent for the purpose of financing such acqoisjtand in an aggregate principal amount
not to exceed the gross proceeds actually recéiydthrent or any Restricted Subsidiary in connaatigh such disposition;

(x) Debt consisting of Permitted Interest Rate arr€ncy Protection Agreements;

(xi) Debt not otherwise permitted to be Incurredsuant to clauses (i) through (x) above or clausgtielow, which, together with any
other outstanding Debt Incurred pursuant to thasigb (xi), has an aggregate principal amount nexéess of $50 million at any time
outstanding; and
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(xii) Issue Date Purchase Money Debt and Debt utiteExisting Notes and the related indenturesaarydrestricted subsidiary
guarantees issued prior to the Issue Date in aanoedwith such related indentures.

Notwithstanding any other provision of this “—Liratton on Consolidated Debt” covenant, the maximamoant of Debt that Parent or
any Restricted Subsidiary may Incur pursuant te ‘thiLimitation on Consolidated Debt” covenant shadt be deemed to be exceeded due
solely to the result of fluctuations in the exchamgtes of currencies.

For purposes of determining any particular amo@ifiebt under this “ —Limitation on Consolidated Debovenant, (1) Guarantees,
Liens or obligations with respect to letters ofditsupporting Debt otherwise included in the deieation of such particular amount shall
be included and (2) any Liens granted for the bepnéthe Notes pursuant to the provisions refetreth the “—Limitation on Liens”
covenant described below shall not be treated &$. Ber purposes of determining compliance witls thi-Limitation on Consolidated Debt”
covenant, in the event that an item of Debt mdeisctiteria of more than one of the types of Dedstatlibed in the above clauses, Parent, in its
sole discretion, shall classify such item of Deld anly be required to include the amount and tfpguch Debt in one of such clauses.

Limitation on Debt of the Issuer and Issuer RettdcSubsidiariega) The Issuer may not, and may not permit anyeisRestricted
Subsidiary to, directly or indirectly, Incur any Bteprovided, howeverthat (i) the Issuer or (ii) any Issuer RestricBubsidiary may incur
any Debt if, after giving pro forma effect to sudeurrence and the receipt and application of #tegonoceeds thereof, no Default or Event of
Default would occur as a consequence of such lanag or be continuing following such Incurrence #raissuer Debt Ratio would be less
than (1) 4.0 to 1.0, if such Debt is Incurred ompoor to March 15, 2008 and (2) 3.75 to 1.0, i€lsiDebt is Incurred after March 15, 2008;
provided, howeve, that any Issuer Restricted Subsidiary that In€ebt pursuant to this paragraph (a) is a Guarartdran Offering
Proceeds Note Guarantor.

(b) Notwithstanding the foregoing limitation, thesuer or any Issuer Restricted Subsidiary may laoyrand all of the following (each
of which shall be given independent effect):

(i) Debt of the Issuer or any Issuer Restricteds®liary under the Notes (including any New Notesiésl in exchange therefor), any
Note Guarantee in respect of the Notes or any DffdProceeds Note Guarantee in respect of the iDfféroceeds Note

(i) Debt of the Issuer or any Issuer Restrictetdsdiary under Credit Facilities in an aggregaiagypal amount outstanding or
available (together with the sum of (A) the amoafnany outstanding Debt Incurred pursuant to cldiisef paragraph (b) of the covenant
described under “—Limitation on Consolidated Delpliis (B) the amount of all refinancing Debt outstiamg or available pursuant to
clause (viii) of paragraph (b) of the covenant diégcl under “—Limitation on Consolidated Debt” ispect of Debt previously Incurred
pursuant to clause (ii) of paragraph (b) of theetmant described under “—Limitation on Consoliddbebt,” plus (C) the amount of all
refinancing Debt outstanding or available pursuarause (vi) below in respect of Debt previousigurred pursuant to this clause (ii)) at
one time not to exceed the greater of (x) $750ioniland (y) 1.5 times Pro Forma Consolidated Cdstv Rvailable for Fixed Charges of
Parent and its Restricted Subsidiaries for the follifiscal quarters next preceding the Incurren€such Debt for which consolidated
financial statements are available, which amoual &ie permanently reduced by the amount of Netilalae Proceeds used to repay Debt
under the Credit Facilities (or any refinancing Dielrespect of the Credit Facilities Incurred uanst to clause (viii) of paragraph (b) of the
covenant described under “ —Limitation on ConsdkdaDebt” or clause (vi) below), and not reinvestedelecommunications/IS Assets or
used to purchase Notes or repay other Debt, pursoi@md as permitted by the covenant describeénfrdLimitation on Asset
Dispositions;”

(iii) Debt of the Issuer or any Issuer Restrictedb8diary outstanding on the Measurement Date;

(iv) Debt owed by the Issuer to a Restricted Subsyd Debt owed by an Issuer Restricted Subsidiaarent or a Restricted Subsidi
(including Debt owed by an Issuer Restricted Subsydo another Issuer
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Restricted Subsidiary), and Debt with an aggrepsateipal amount not in excess of $10 million ay &ime outstanding owed by the Issuer to
Parent or any Sister Restricted Subsidiargyvided, howeverthat (A) any Issuer Restricted Subsidiary thatihs Debt owed to Parent or a
Sister Restricted Subsidiary pursuant to this @dgug is a Guarantor and an Offering Proceeds Kkatarantor, (B) (x) upon the transfer,
conveyance or other disposition by such IssuerriResd Subsidiary or the Issuer of any Debt so féechto a Person other than the Issuer or
another Issuer Restricted Subsidiary or (y) ifdoy reason such Issuer Restricted Subsidiary céabesan Issuer Restricted Subsidiary, the
provisions of this clause (iv) shall no longer Ipplecable to such Debt and such Debt shall be ddegmbave been Incurred by the issuer
thereof at the time of such transfer, conveyanagttoer disposition or when such Issuer Restrictdos®liary ceases to be an Issuer Restricted
Subsidiary and (C) the payment obligation of suebtXif clause (A) above applies) is expressly sdimated in any bankruptcy, liquidation

or winding up proceeding of the obligor to the ppayment in full in cash of all obligations witespect to the Notes or the Offering Proce
Note Guarantee of Offering Proceeds Note Guarargspectively; and provided further, however, th&oreign Restricted Subsidiary ne

not become a Guarantor or an Offering Proceeds Batgantor pursuant to clause (A) above until gk and only so long as such Foreign
Restricted Subsidiary Guarantees any other DeBaoént or any Domestic Restricted Subsidiary;

(v) Debt Incurred by a Person (other than PareangrSister Restricted Subsidiary) prior to theetifA) such Person became an Issuer
Restricted Subsidiary, (B) such Person mergesantmnsolidates with an Issuer Restricted Subsidia(C) an Issuer Restricted Subsidiary
merges into or consolidates with such Person fiarssaction in which such Person becomes an Issesricted Subsidiary), which Debt was
not Incurred in anticipation of such transactiod aras outstanding prior to such transactimoyvided, howeverthat after giving effect to the
Incurrence of any Debt pursuant to this clausetfg,Issuer could Incur at least $1.00 of additi@ebt pursuant to paragraph (a) above
computed using “5.0 to 1.0” rather than “4.0 to"10“3.75 to 1.0”, as the case may be, as it appteerein and such Person or the Issuer
Restricted Subsidiary into which such Person meogesnsolidates is a Guarantor and an Offering&¥ds Note Guarantor;

(vi) Debt of the Issuer or any Issuer Restrictedsidiary Incurred to renew, extend, refinance, dsée repay, prepay, repurchase,
redeem, retire, exchange or refund (each, a “ratimg”) Debt of the Issuer or any Issuer RestriGetsidiary Incurred pursuant to
paragraph (a) above or clause (i), (ii), (iii),,(®) or (xi) of this paragraph (b) or this clays@, in an aggregate principal amount (or if isgue
at a discount, the then-Accreted Value) not to eddbe aggregate principal amount (or if issueal discount, the then-Accreted Value) of
and accrued interest on the Debt so refinancedthbtuamount of any premium required to be paicbimnection with such refinancing
pursuant to the terms of the Debt so refinanceti@mamount of any premium reasonably determineithéyoard of directors of Parent as
necessary to accomplish such refinancing by mebadender offer or privately negotiated repurchades the expenses of the Issuer IncL
in connection with such refinancingrovided, howeverthat (A) if the Person that originally IncurrdwetDebt to be refinanced became, or
would have been required to become if not alreadyuarantor or an Offering Proceeds Note Guarastar result of the Incurrence of the
Debt being refinanced in accordance with this camn(1) the Person that Incurs the refinancingtpebsuant to this clause (vi) (if not the
Issuer) shall be a Guarantor and an Offering Pasémte Guarantor and (2) if the Debt to be refoeahis subordinated to the Offering
Proceeds Note Guarantee of Offering Proceeds No&edator, the refinancing Debt shall be subordohédehe same extent to the Offering
Proceeds Note Guarantee of the Offering Proceetls Gloarantor Incurring such refinancing Debt, () tefinancing Debt shall not be
senior in right of payment to the Debt that is lgeiefinanced and (C) in the case of any refinanoingebt Incurred pursuant to paragraph (a)
above or clause (i), (v), (x) or (xi) or, if suctebBt previously refinanced Debt Incurred pursuararty such clause, this clause (vi), the
refinancing Debt by its terms, or by the termsmf agreement or instrument pursuant to which suebt 3 issued, (x) does not provide for
payments of principal of such Debt at stated mstani by way of a sinking fund applicable theretdg way of any mandatory redemption,
defeasance, retirement or repurchase thereof bigsier or any Issuer Restricted Subsidiary (inolgény redemption, retirement or
repurchase which is contingent upon events or gistances, but excluding any retirement requireditiye of the acceleration of any
payment with respect to such Debt upon any evedef#Hult thereunder), in each case prior to the tine same are required by the terms
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of the Debt being refinanced and (y) does not pemadiemption or other retirement (including purduaran offer to purchase made by the
Issuer or an Issuer Restricted Subsidiary) of $uelt at the option of the holder thereof priortte time the same are required by the terms of
the Debt being refinanced, other than, in the cdstause (x) or (y), any such payment, redemptioather retirement (including pursuant to
an offer to purchase made by the Issuer) whiclglitioned upon a change of control pursuant teipirens substantially similar to those
described under “—Change of Control Triggering BVen upon an asset sale pursuant to provisionstanbially similar to those described
under “—Limitation on Asset Dispositions;”

(vii) Debt of the Issuer or any Issuer RestrictetbSdiary (A) in respect of performance, suretyappeal bonds, Guarantees, letters of
credit or reimbursement obligations Incurred onvated in the ordinary course of business secutiegperformance of contractual, franchise,
lease, self-insurance or license obligations aridmeonnection with the Incurrence of Debt or {Byespect of customary agreements
providing for indemnification, adjustment of purslegprice after closing, or similar obligationsfrmm Guarantees or letters of credit, surety
bonds or performance bonds securing any such dioligaof the Issuer or any Issuer Restricted Sudngighursuant to such agreements,
Incurred in connection with the disposition of dnysiness, assets or Issuer Restricted Subsididrgr(than Guarantees of Indebtedness
Incurred by any Person acquiring all or any portdsuch business, assets or Issuer Restricteddsatysfor the purpose of financing such
acquisition) and in an aggregate principal amowbtom exceed the gross proceeds actually receiyeleblssuer or any Issuer Restricted
Subsidiary in connection with such disposition;

(viii) Debt of the Issuer or any Issuer Restric&ebsidiary consisting of Permitted Interest Rat€woirency Protection Agreements;

(ix) Debt of any Foreign Restricted Subsidiarylué t1ssuer not otherwise permitted to be Incurredymant to clause (i) through
(viii) above or clause (x) below, which, togethdéthaany other outstanding Debt Incurred pursuanhi clause (ix) has an aggregate
principal amount not in excess of $100 million ay &ime outstanding;

(x) Issue Date Purchase Money Debt initially Inedrby the Issuer or any Issuer Restricted Subgidiaanother Person that became an
Issuer Restricted Subsidiary on or before the |§xate; and

(xi) Debt under the 10.75% Notes, the 12.25% Natebthe Floating Rate Notes issued prior to theel $ate.

Notwithstanding any other provision of this “—Limatton on Debt of the Issuer and Issuer Restrictdasi8iaries” covenant, the
maximum amount of Debt the Issuer or any IssuetrResd Subsidiary may Incur pursuant to this “—litiation on Debt of the Issuer and
Issuer Restricted Subsidiaries” covenant shalbeodeemed to be exceeded due solely to the rddlittuations in the exchange rates of
currencies.

For purposes of determining any particular amodimiebt under this “ —Limitation on Debt of the I&suand Issuer Restricted
Subsidiaries” covenant, (1) Guarantees (other @aarantees of Debt of Parent or any Sister RestriBubsidiary that are not Guarantees of
Debt Incurred by Parent or any Sister Restrictdos®liary pursuant to clause (ii) of paragraph @@he covenant described under “—
Limitation on Consolidated Debt”), Liens or obligats with respect to letters of credit supportingbbDotherwise included in the
determination of such particular amount shall retrizluded and (2) any Liens granted for the béwéfihe Notes pursuant to the provisions
referred to in the “—Limitation on Liens” covenatescribed below shall not be treated as Debt. kgpgses of determining compliance with
this “—Limitation on Debt of the Issuer and Iss&gstricted Subsidiaries” covenant, (1) any Debstamding under the Existing Credit
Facility will be treated as Incurred on the Issumdpursuant to clause (ii) of paragraph (b) of duvenant and (2) in the event that an item of
Debt meets the criteria of more than one of thesygf Debt described in the above clauses, thendssuits sole discretion, shall classify such
item of Debt and only be required to include theoant and type of such Debt in one of such clauses.
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Limitation on Restricted Paymenta) Parent (i) may not, and may not permit any ietstl Subsidiary to, directly or indirectly, deda
or pay any dividend, or make any distribution,espect of its Capital Stock or to the holders tbgrexcluding any dividends or distributions
which are made solely to Parent or a Restrictegiflidry (and, if such Restricted Subsidiary is a®Vholly Owned Subsidiary, to the other
stockholders of such Restricted Subsidiary on aatabasis or on a basis that results in the pebgiParent or a Restricted Subsidiary of
dividends or distributions of greater value thawduld receive on a pro rata basis) or any dividemddistributions payable solely in share:
Capital Stock of Parent (other than Disqualifiedc®) or in options, warrants or other rights toudog Capital Stock of Parent (other than
Disqualified Stock); (i) may not, and may not pérany Restricted Subsidiary to, purchase, redegratherwise retire or acquire for value
(x) any Capital Stock of Parent or any Restrictadstdiary of Parent or (y) any options, warrantsigints to purchase or acquire shares of
Capital Stock of Parent or any Restricted Subsjdiarany securities convertible or exchangeable shiares of Capital Stock of Parent or any
Restricted Subsidiary, except, in any such casesaoch purchase, redemption or retirement or aitguigor value (A) paid to Parent or a
Restricted Subsidiary (or, in the case of any quaichase, redemption or other retirement or adipisfor value with respect to a Restricted
Subsidiary that is not a Wholly Owned Subsidiaoythte other stockholders of such Restricted Sudnsidin a pro rata basis or on a basis that
results in the receipt by Parent or a RestrictdasiBliary of payments of greater value than it waelckive on a pro rata basis) or (B) paid
solely in shares of Capital Stock (other than Dadified Stock) of Parent; (iii) may not make, orpé any Restricted Subsidiary to make,
Investment (other than an Investment in ParentRestricted Subsidiary or a Permitted Investmengriy Person, including the Designation
of any Restricted Subsidiary as an Unrestrictedsilidry, or the Revocation of any such Designatamtording to the covenant described
under “—Limitation on Designations of Unrestrict®dbsidiaries;” (iv) may not, and may not permit &wgstricted Subsidiary to, redeem,
defease, repurchase, retire or otherwise acquiretiog for value, prior to any scheduled matunigpayment or sinking fund payment, Deh
Parent which is subordinate in right of paymenthi Parent Guarantee or Debt of any Restrictedi@iabg which is subordinate in right of
payment to the Notes (in the case of the Issue)@Note Guarantee (in the case of Restrictedi@iabies other than the Issuer) of such
Restricted Subsidiary (other than any redemptiefeasance, repurchase, retirement or other adquisit retirement for value made in
anticipation of satisfying a scheduled maturitygagment or sinking fund obligation due within oreaythereof); and (v) may not, and may
not permit any Restricted Subsidiary to, issuedfer, convey, sell or otherwise dispose of Cajdtatk of any Restricted Subsidiary to a
Person other than Parent or another Restricteddalysif the result thereof is that such Restric&ubsidiary shall cease to be a Restricted
Subsidiary, in which event the amount of such “Ret&td Payment” shall be the Fair Market Valuela temaining interest, if any, in such
former Restricted Subsidiary held by Parent andther Restricted Subsidiaries (each of clauseblr@ugh (v) being a “Restricted Paymeént”
if: (1) an Event of Default, or an event that witle passing of time or the giving of notice, orthatould constitute an Event of Default, shall
have occurred and be continuing, or (2) upon giefigct to such Restricted Payment, Parent couldnoor at least $1.00 of additional Debt
pursuant to the terms of the Indenture describgrhragraph (a) of “—Limitation on Consolidated Deddtove, or (3) upon giving effect to
such Restricted Payment, the aggregate of all RestrPayments made on or after the Measuremet Dafuding Restricted Payments
made pursuant to clause (A) or (B) of the provistha end of this sentence, and Permitted Invessmaade on or after the Measurement
Date pursuant to clause (i) or (j) of the definitibereof (the amount of any such Restricted PaywreRermitted Investment, if made other
than in cash, to be based upon Fair Market Valyegeds the sum of: (a) 50% of cumulative Consadiddet Income of Parent and its
Restricted Subsidiaries (or, in the case that Qateted Net Income of Parent and its Restrictedsi#lidries shall be negative, 100% of such
negative amount) since the end of the last fulidiguarter prior to the Measurement Date throhghast day of the last full fiscal quarter
ending prior to the date of such Restricted Payrfeenhich consolidated financial statements aralable and (b) plus, in the case of any
Revocation made after the Measurement Date, anmtnegual to the lesser of the portion (proportiertatParent’s equity interest in the
Subsidiary to which such Revocation relates) ofRage Market Value of the net assets of such Sidnsicht the time of Revocation and the
amount of Investments previously made (and treaseal Restricted Payment) by Parent or any Restri#tbsidiary in such Subsidiary;
provided, howeve, that Parent or a Restricted Subsidiary of Parexyt, without regard to the limitations in clausg l§8t subject to clauses
(1) and (2), make (A) Restricted Payments in aneggie amount
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not to exceed the sum of $50 million and the agapeget cash proceeds received after the Measutdraém (i) as capital contributions to
Parent, from the issuance (other than to a Sulvgidiaan employee stock ownership plan or trusitdisthed by Parent or any such Subsid
for the benefit of their employees) of Capital $t¢ather than Disqualified Stock) of Parent, anjfom the issuance or sale of Debt of
Parent or any Restricted Subsidiary (other thaa Swbsidiary, Parent or an employee stock ownemhipor trust established by Parent or
any such Subsidiary for the benefit of their emples) that after the Measurement Date has beentedveto or exchanged for Capital St
(other than Disqualified Stock) of Parent and (B)dstments in Persons engaged in the TelecommiamsA6 Business in an aggregate
amount not to exceed the aftax gain on the sale, after the Measurement Datgpecial Assets to the extent sold for cash, Eaglivalents
Telecommunications/IS Assets or the assumptionatftdf Parent or any Restricted Subsidiary (othantDebt that is subordinated to the
Notes, the Offering Proceeds Note or any applichluite Guarantee or Offering Proceeds Note Guarpatetrelease of Parent and
Restricted Subsidiaries from all liability on thel assumed. The aggregate net cash proceed®dterin the immediately preceding
clauses (A)(i) and (A)(ii) shall not be utilized nmake Restricted Payments pursuant to such claogkhe extent such proceeds have been
utilized to make Permitted Investments under cldi)s# the definition of “Permitted Investments.”

(b) Notwithstanding the foregoing limitation, (i) ®eat may pay any dividend on Capital Stock of alags of Parent within 60 days al
the declaration thereof if, on the date when thidénd was declared, Parent could have paid switiettid in accordance with the foregoing
provisions;provided, howeverthat at the time of such payment of such dividerdother Event of Default shall have occurred b&d
continuing (or result therefrom); (ii) Parent ma&purchase any shares of its Common Stock or optiasquire its Common Stock from
Persons who were formerly directors, officers oplayees of Parent or any of its Subsidiaries oeo#ffiliates in an amount not to exceed
$3 million in any 12-month period; (iii) Parent aady Restricted Subsidiary may refinance any D#igravise permitted by clause (viii) of
paragraph (b) under “—Limitation on ConsolidatecoD@bove or clause (vi) of paragraph (b) under ‘#ritation on Debt of the Issuer and
Issuer Restricted Subsidiaries” above; (iv) Paagnt any Restricted Subsidiary may retire or repasetany Capital Stock of Parent or of any
Restricted Subsidiary or any Subordinated DebtavéRt in exchange for, or out of the proceeds efstibstantially concurrent sale (other 1
to a Subsidiary of Parent or an employee stock ostmig plan or trust established by Parent or ach Subsidiary for the benefit of their
employees) of, Capital Stock (other than DisquadifStock) of Parengrovided, howeverthat the proceeds from any such exchange or sale
of Capital Stock shall be excluded from any caltafapursuant to clause (A)(i) in the proviso a #nd of paragraph (a) above or pursuant to
clause (b) of the definition of “Invested Capitadihd (v) Parent may pay cash dividends in any atmoeirin excess of $50 million in any 12-
month period in respect of Preferred Stock of Pafether than Disqualified Stock). The Restricteyfents described in the foregoing
clauses (i), (ii) and (v) shall be included in ttsdculation of Restricted Payments; the Restri&tagments described in clauses (iii) and
(iv) shall be excluded in the calculation of Rettrd Payments.

(c) The Issuer may not, and may not permit anydsfestricted Subsidiary to, pay any dividend okenany distribution in respect of
shares of its Capital Stock held by Parent or seERestricted Subsidiary (whether in cash, sdesritr other Property) or any payment
(whether in cash, securities or other Propertyaczount of the purchase, redemption, retiremenquiaition, cancellation or termination of
any such shares of Capital Stock (all such divideddstributions and payments being referred teiheas “Parent Transfers”), other than
(i) Parent Transfers at such times and in such atsa@as shall be necessary to permit Parent to ghaynistrative expenses attributable to the
operations of its Restricted Subsidiaries, (ii)éPaiTransfers at such times and in such amourdeeasufficient for Parent to make the timely
payment of interest, premium (if any) and princifwahether at stated maturity, by way of a sinkingd applicable thereto, by way of any
mandatory redemption, defeasance, retirement arcbpse thereof, including upon the occurrenceesighated events or circumstances or
by virtue of acceleration upon an event of defaultyy way of redemption or retirement at the aptid the holder of the Debt of Parent,
including pursuant to offers to purchase) accordinthe terms of any Debt of Parent, (iii) Parerankfers (A) to permit Parent to satisfy its
obligations in respect of stock option plans oreothenefit plans for management or employees afrRand its Subsidiaries, (B) to permit
Parent to pay
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dividends on Preferred Stock of Parent in an ampahto exceed the aggregate net cash proceedseéds Parent (1) after September 30,
1999, from the issuance of Capital Stock, and @nfthe issuance or sale of Debt of Parent or astriRted Subsidiary that after
September 30, 1999, has been converted into omegehl for Capital Stock of Parent, (C) in an ananabunt not to exceed 50% of Parent’s
Consolidated Net Income for the prior fiscal yead 4D) Parent Transfers in amounts not to exceedithount required by Parent to pay
accrued and unpaid interest on any Debt of Pargmugon the conversion, exchange or purchase bf3abt into, for or with Capital Stock
of Parent and (iv) additional Parent Transfersra®tetober 1, 2003 in a principal amount not to ext®50 million in the aggregate.

Limitation on Dividend and Other Payment RestricidAffecting Restricted Subsidiariés) Parent may not, and may not permit any
Restricted Subsidiary to, directly or indirectlyeate or otherwise cause or suffer to exist or lmeceffective any consensual encumbrance or
restriction (other than pursuant to law or regolation the ability of any Restricted Subsidiarytéipay dividends (in cash or otherwise) or
make any other distributions in respect of its @dBtock owned by Parent or any other Restrictdusiliary or pay any Debt or other
obligation owed to Parent or any other Restricteds®liary, (ii) to make loans or advances to Papeiny other Restricted Subsidiary or
(iii) to transfer any of its Property to Parentamy other Restricted Subsidiary.

(b) Notwithstanding the foregoing limitation, Paremay, and may permit any Restricted Subsidiargteate or otherwise cause or
suffer to exist (i) any encumbrance or restricfpomsuant to any agreement in effect on the Issue, g any customary (as conclusively
determined in good faith by the Chief Financiali€df of Parent) encumbrance or restriction appleé a Restricted Subsidiary that is
contained in an agreement or instrument governirglating to Debt contained in any Qualified Ctdehcility or Purchase Money Debt;
provided, howeve, that such encumbrances and restrictions permidigtribution of funds to the Issuer in an amaufficient for the Issuer
to make the timely payment of interest, premiurafif) and principal (whether at stated maturityway of a sinking fund applicable there
by way of any mandatory redemption, defeasancieene¢nt or repurchase thereof, including upon #t®uoence of designated events or
circumstances or by virtue of acceleration upoewnt of default, or by way of redemption or retient at the option of the holder of the
Debt, including pursuant to offers to purchase)patiog to the terms of the Indenture and the Natesother Debt that is solely an obligation
of the Issuer, but provided further, however, thath agreement may nevertheless contain customsso(determined) net worth, leverage,
invested capital and other financial covenantstornary (as so determined) covenants regarding #rgen of or sale of all or any substantial
part of the assets of Parent or any Restrictedi@iabg, customary (as so determined) restrictiomsransactions with affiliates and customary
(as so determined) subordination provisions gowgriiebt owed to Parent or any Restricted Subsid{@fyany encumbrance or restriction
pursuant to an agreement relating to any AcquirebtDwvhich encumbrance or restriction is not agtlie to any Person, or the properties or
assets of any Person, other than the Person soed,giiv) any encumbrance or restriction pursuaran agreement effecting a refinancing of
Debt Incurred pursuant to an agreement referréad ¢tause (i), (i) or (iii) of this paragraph (Ijrovided, howeverthat the provisions
contained in such agreement relating to such encamsb or restriction are no more restrictive (adesermined) in any material respect than
the provisions contained in the agreement the stiijereof, (v) in the case of clause (iii) of paeph (a) above, any encumbrance or
restriction contained in any security agreementl(iting a Capital Lease Obligation) securing Ddlarent or a Restricted Subsidiary
otherwise permitted under the Indenture, but omlthe extent such restrictions restrict the transféhe Property subject to such security
agreement, (vi) in the case of clause (iii) of gaaph (a) above, customary provisions (A) thatiedhe subletting, assignment or transfer of
any Property that is a lease, license, conveyansiemlar contract, (B) contained in asset saletber asset disposition agreements limiting
the transfer of the Property being sold or dispasfiggending the closing of such sale or dispositioC) arising or agreed to in the ordinary
course of business, not relating to any Debt, aatido not, individually or in the aggregate, dettifeom the value of Property of Parent or
any Restricted Subsidiary in any manner materiéarent or any Restricted Subsidiary, (vii) anyuenbrance or restriction with respect to a
Restricted Subsidiary imposed pursuant to an agraemhich has been entered into for the sale godition of all or substantially all of the
Capital Stock or Property of such Restricted Subsj¢lprovided, howeverthat the consummation of such transaction wootdesult in a
Default or an Event of Default, that such restoistterminates if such
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transaction is abandoned and that the consummatiabandonment of such transaction occurs witheyear of the date such agreement
entered into, and (viii) any encumbrance or retricpursuant to the Indenture and the Notes.

Limitation on LiensParent may not, and may not permit any Restrictdzsiiary to, directly or indirectly, Incur or saffto exist any
Lien on or with respect to any Property now ownedaguired after the Issue Date to secure any ebbut making, or causing such
Restricted Subsidiary to make, effective providimnsecuring the Notes (x) equally and ratably vgitith Debt as to such Property for so long
as such Debt will be so secured or (y) in the eganh Debt is Debt of the Issuer, Parent or a RéstrSubsidiary that is a Guarantor and
such Debt is subordinate in right of payment toNloées, the Parent Guarantee or the applicable Gograntee, prior to such Debt as to such
Property for so long as such Debt will be so satufée holders of such other secured Debt may sxally control the disposition of the
property subject to the Lien.

The foregoing restrictions shall not apply to:L{ig¢ns existing on the Issue Date and securing Detstanding on the Issue Date or Li
Incurred on or after the Issue Date pursuant toGueglit Facility to secure Debt permitted to beuimed pursuant to clause (ii) of
paragraph (b) under “—Limitation on ConsolidatecoDer clause (ii) of paragraph (b) under “—Limitat on Debt of the Issuer and Issuer
Restricted Subsidiaries”; (ii) Liens Incurred onadter the Measurement Date securing Debt of Pareamhy Restricted Subsidiary (other than
the Issuer or any Issuer Restricted Subsidiarghiamount which, together with the aggregate amoiubDebt then outstanding or available
under all Credit Facilities (together with all redincing Debt then outstanding or available purst@aolause (viii) of paragraph (b) of “—
Limitation on Consolidated Debt” or clause (vi)peragraph (b) of “ —Limitation on Debt of the Issa®d Issuer Restricted Subsidiaries” in
respect of Debt previously Incurred under Creddiliees), does not exceed 1.5 times Pro Forma Glaheted Cash Flow Available for Fixed
Charges of Parent and its Restricted Subsidiapiethé four full fiscal quarters preceding the Imemce of such Lien for which Parent’s
consolidated financial statements are availabl&rdened on a pro forma basis as if such Debt leshtbncurred and the proceeds thereol
been applied at the beginning of such four fiscalrters; (iii) Liens in favor of Parent or any Reed Subsidiaryprovided, howeverthat
any subsequent issue or transfer of Capital Stocitrer event that results in any such RestrictdasiBliary ceasing to be a Restricted
Subsidiary or any subsequent transfer of the Detitred by any such Lien (except to Parent or ariReest Subsidiary) shall be deemed, in
each case, to constitute the Incurrence of suah lhyethe Issuer thereof; (iv) Liens outstandinglos Issue Date securing Purchase Money
Debt and Liens to secure Purchase Money Debt ledwafter the Issue Date pursuant to clause (iipasdgraph (b) under “—Limitation on
Consolidated Debt,” provided that any such Lien matextend to any Property other than the Teleconmoations/IS Assets installed,
constructed, acquired, leased, developed or impraith the proceeds of such Purchase Money Debaagdmprovements or accessions
thereto (it being understood that all Debt to aingle lender or group of related lenders or outditagn under any single credit facility, and in
any case relating to the same group or collectfofretecommunications/IS Assets financed therebgll &ie considered a single Purchase
Money Debt, whether drawn at one time or from timéme); (v) Liens to secure Acquired Debt, preddhat (a) such Lien attaches to the
acquired Property prior to the time of the acqigsiof such Property and (b) such Lien does nagraxto or cover any other Property;
(vi) Liens to secure Debt Incurred to refinanceyimole or in part, Debt secured by any Lien refétain the foregoing clauses (i), (iv) and
(v) or this clause (vi) so long as such Lien doasaxtend to any other Property (other than impnos.ts and accessions to the original
Property) and the principal amount of Debt so sedtis not increased except as otherwise permittdénuclause (viii) of paragraph (b) of “—
Limitation on Consolidated Debt” or clause (vi)g#ragraph (b) of “—Limitation on Debt of the Iss@ed Issuer Restricted Subsidiaries”
above; (vii) Liens Incurred on or after the Measueat Date not otherwise permitted by the foregalagses (i) through (vi) (but including
the computations of Liens permitted under this s#a(vii) Liens existing on the Issue Date which aamexisting at the time of computation
which are otherwise permitted under clause (i)ugag Debt of Parent or any Restricted Subsidiatii€r than the Issuer or any Issuer
Restricted Subsidiary) in an aggregate amountmekteed 5% of Parent’s Consolidated Tangible Asgeifi) Liens on Property of any Non-
Telecommunications Subsidiagrovided, howeverthat the Incurrence of such Lien does not reghieePerson Incurring such Lien to sec
any Debt of any Person other than a Non-Telecomeations Subsidiary;
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(ix) Liens granted after the Issue Date pursuafitthimitation on Liens” to secure the Notes, the25%6 Notes, the Floating Rate Notes or
the 10.75% Notegrovided, howeverthat no Lien may be granted to secure the 10.X6%s unless pari passuLien on the Property

subject to such Lien is concurrently granted taisethe Notes and remains in effect for so longuah Lien securing the 12.25% Notes, the
Floating Rate Notes or the 10.75% Notes; (x) Li@nsecure Debt incurred pursuant to clause (viiparagraph (b) of “ —kimitation on Debi

of the Issuer and Issuer Restricted SubsidiarieeVe; (xi) Liens to secure amounts deposited intescrow account for the benefit of the
holders of the 12.25% Notes, the Floating Rate dloteghe 10.75% Notes in connection with the prepayt of the 12.25% Proceeds Note,
the Floating Rate Proceeds Note or the 10.75% BdscHote by Level 3 LLC; (xii) Liens to secure amtsudeposited into an escrow account
for the benefit of the holders of the Notes in caetion with the prepayment of the Offering Procelddte by Level 3 LLC; and

(xiii) Permitted Liens.

Limitation on Sale and Leaseback Transactidtezent may not, and may not permit any Restrictdgsiliary to, directly or indirectly,
enter into, assume, Guarantee or otherwise bedatvle With respect to any Sale and Leaseback Tcéinsaunless (i) Parent or such
Restricted Subsidiary would be entitled to Incyr@abt in an amount equal to the Attributable Vabfighe Sale and Leaseback Transaction
pursuant to the covenants described under “—Limitadn Consolidated Debt” above or “ —Limitation Debt of the Issuer and Issuer
Restricted Subsidiaries” above and (b) a Lien pamsto the covenant described under “—LimitatiorL@ns” above, equal in amount to the
Attributable Value of the Sale and Leaseback Treatisa, without also securing the Notes, and (i@ 8ale and Leaseback Transaction is
treated as an Asset Disposition and all of the ttimmd of the Indenture described under “—Limitation Asset Dispositions” below
(including the provisions concerning the applicatid Net Available Proceeds) are satisfied wittpees to such Sale and Leaseback
Transaction, treating all of the consideration ne®@ in such Sale and Leaseback Transaction ag\glable Proceeds for purposes of such
covenant.

Limitation on Asset DispositionBarent may not, and may not permit any Restrictdzsiliary to, make any Asset Disposition unless:
(i) Parent or the Restricted Subsidiary, as the caay be, receives consideration for such disposét least equal to the Fair Market Value
for the Property sold or disposed of as determimethe board of directors of Parent in good faitd avidenced by a resolution of the board
of directors of Parent filed with the Trustee; dindat least 75% of the consideration for suckpdistion consists of cash or Cash Equivalents
or the assumption of Debt of the Issuer or anydsfestricted Subsidiary (other than Debt of tiseiés that is subordinated to the Notes or
Debt of any Issuer Restricted Subsidiary that osdinated to the Note Guarantee or Offering Prdsé¢ote Guarantee of such Issuer
Restricted Subsidiary) and release of the Issugiaiissuer Restricted Subsidiaries from all lidpion the Debt assumed (or if less than
75%, the remainder of such consideration consfst®l@communications/IS Assetgrovided, howeverthat, to the extent such disposition
involves Special Assets, all or any portion of toasideration may, at Parent’s election, consigtroperty other than cash, Cash Equivalents,
the assumption of Debt or Telecommunications/ISefss

The Net Available Proceeds (or any portion theréwfin Asset Dispositions may be applied by Parert Restricted Subsidiary, to the
extent Parent or such Restricted Subsidiary e(ectis required by the terms of any Debt): (1)lHe permanent repayment or reduction of
Debt then outstanding under any Qualified Creddilig, to the extent such Qualified Credit Fagilivould require such application or
prohibit payments pursuant to the Offer to Purclteseribed in the following paragraph (other thabDowed to Parent or any Affiliate of
Parent); or (2) to reinvest in TelecommunicatioBgissets (including by means of an Investment led@nmunications/IS Assets by a
Restricted Subsidiary with Net Available Proceestived by Parent or another Restricted Subsidiary)

Any Net Available Proceeds from an Asset Dispositiot applied in accordance with the precedinggragzh within 360 days (or, in
the case of a disposition of Special Assets idiedtiih clause (a) of the definition thereof in whithe Net Available Proceeds exceed
$500 million, 540 days) from the date of the reteifpsuch Net Available Proceeds shall constitlrcess Proceeds.” When the aggregate
amount of Excess Proceeds exceeds $10 millioristheer (or, in the case of Debt of Parent requirgolermitted to be repurchased by Parent,
Parent) will be required to make an Offer to Pusehwith such Excess Proceeds on a pro
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rata basis according to principal amount (or, em¢hse of Debt issued at a discount, the then-fextMalue) for (x) outstanding Notes at a
price in cash equal to 100% of the principal amairthe Notes on the purchase date plus accruedpaid interest (if any) thereon (subject
to the right of holders of record on the relevattard date to receive interest due on the relemgerest payment date) and (y) any other Debt
of the Issuer that igari passuwith the Notes, any Debt of a Guarantor that i$ passu with such Guarantor's Note Guarantee oD@yt of

a Restricted Subsidiary that is a subsidiary ofisiseer but not a Guarantor, at a price no greager 100% of the principal amount thereof
plus accrued and unpaid interest (if any) to thelpase date (or 100% of the then-Accreted Value abecrued and unpaid interest (if any) to
the purchase date in the case of original issuwdig Debt), to the extent, in the case of thisisa(y), required under the terms thereof (c
than Debt owed to Parent or any Affiliate of Payehb the extent there are any remaining Excessdeus following the completion of the
Offer to Purchase, the Issuer shall apply such &&goceeds to the repayment of other Debt ofstheel or any Restricted Subsidiary that is
a subsidiary of the Issuer, to the extent permittetquired under the terms thereof. Any otherai@mg Excess Proceeds may be applied to
any use as determined by Parent which is not ofkemrohibited by the Indenture, and the amouibafess Proceeds shall be reset to zero.

The Issuer may not, and may not permit any IssestriRted Subsidiary to, sell, transfer, leasetbewvise dispose of any Property to
Parent or any Sister Restricted Subsidiary uni@$d Issuer or such Issuer Restricted Subsidiecgives consideration for such sale,
transfer, lease or other disposition at least etutile Fair Market Value of such Property (whichthe case of the Offering Proceeds Note or
any other intercompany Debt, is the principal antarthe Offering Proceeds Note or such other Relot any accrued and unpaid interest
thereon) and (ii) the consideration consists dfezi{A) 100% in cash or Cash Equivalents or (B) tzélParent or the Restricted Subsidian
which the Property was transferred that is sechyed Lien on such transferred Property. Pareri@Restricted Subsidiary to which Prope
was transferred for consideration consisting of ket is secured by a Lien on such Property imatance with clause (ii)(B) of the prior
sentence may substitute the Lien on such Propettyan ien on other Property (including any Propenivned by the Issuer or an Issuer
Restricted Subsidiary) that, as determined by tadof directors of Parent in good faith and en@il by a resolution of the board of
directors of Parent filed with the Trustee uporuesg of the Trustee, has a Fair Market Value desse than the Fair Market Value of the
Property for which the substitution is made attthe of the substitution. Any such Lien may be setm priority to any Lien on such
Property in favor of the lenders under a Qualifirédit Facility. The provisions of this paragraphribt apply to (a) dividends and
distributions (other than any dividend or distribatof the Offering Proceeds Note or any otherrituepany Debt), (b) loans or advances
(c) purchases of services or goods.

Limitation on Issuance and Sales of Capital StddRestricted SubsidiarieRarent shall at all times own all the issued artdtanding
Capital Stock of the Issuer. The Issuer shalllatrabs own all the issued and outstanding Caftatk of Level 3 LLC. Parent may not, and
may not permit any Restricted Subsidiary to, isttassfer, convey, sell or otherwise dispose of sirgres of Capital Stock of a Restricted
Subsidiary or securities convertible or exchangeatib, or options, warrants, rights or any otmeeriest with respect to, Capital Stock of a
Restricted Subsidiary to any Person other thannParea Restricted Subsidiary except (i) a salallodf the Capital Stock of such Restricted
Subsidiary owned by Parent and any Restricted 8idvgithat complies with the provisions describeder “—Limitation on Asset
Dispositions” above to the extent such provisiomgly, (ii) in a transaction that results in suctsRieted Subsidiary becoming a Joint
Venture, provided (x) such transaction complieshwliie provisions described under “—Limitation orsAsDispositions” above to the extent
such provisions apply and (y) the remaining inteoé®arent or any other Restricted SubsidiaryithsJoint Venture would have been
permitted as a new Restricted Payment or Permiittesstment under the provisions of “—Limitation Bestricted Payments” above, (iii) the
issuance, transfer, conveyance, sale or other sitspo of shares of such Restricted Subsidiaryosg las after giving effect to such transac
such Restricted Subsidiary remains a Restrictedi8ialoy and such transaction complies with the jsions described under “ —Limitation
on Asset Dispositions” to the extent such provisiapply, (iv) the transfer, conveyance, sale oertlisposition of shares required by
applicable law or regulation, (v) if required, tissuance, transfer, conveyance, sale or other siigmo of directors’ qualifying shares,

(vi) Disqualified
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Stock issued in exchange for, or upon conversionrathe proceeds of the issuance of which are tesegfinance, shares of Disqualified
Stock of such Restricted Subsidiary, provided thatamounts of the redemption obligations of suidgalified Stock shall not exceed the
amounts of the redemption obligations of, and ddisigualified Stock shall have redemption obligasioio earlier than those required by, the
Disqualified Stock being exchanged, converted finaaeced, (vii) in a transaction where Parent &estricted Subsidiary acquires at the s
time not less than its Proportionate Interest ithsasuance of Capital Stock, (viii) Capital Stagsued and outstanding on the Measurement
Date, (ix) Capital Stock of a Restricted Subsidiggued and outstanding prior to the time that Refson becomes a Restricted Subsidial
long as such Capital Stock was not issued in copiggion of such Person’s becoming a Restricted ifligry or otherwise being acquired by
Parent and (x) an issuance of Preferred StockR¥stricted Subsidiary (other than Preferred Stackertible or exchangeable into Common
Stock of any Restricted Subsidiary) otherwise p#adiby the Indenture.

Transactions with Affiliatedarent will not, and will not permit any of its Reésted Subsidiaries to, directly or indirectly]lséease,
transfer, or otherwise dispose of any of its Prypter, or purchase any Property from, or enter amg contract, agreement, understanding,
loan, advance, Guarantee or transaction (incluttiegendering of services) with or for the benefjtany Affiliate (each of the foregoing, an
“Affiliate Transaction”), unless (a) such AffiliafEransaction or series of Affiliate Transactiongijsn the best interest of Parent or such
Restricted Subsidiary and (ii) on terms that ardess favorable to Parent or such Restricted Siargithan those that would have been
obtained in a comparable arni&sigth transaction by Parent or such Restricteai@lidry with a Person that is not an Affiliate (orthe even
that there are no comparable transactions involRiegons who are not Affiliates of Parent or tHewant Restricted Subsidiary to apply for
comparative purposes, is otherwise on terms thkentas a whole, Parent has determined to beof®atent or the relevant Restricted
Subsidiary) and (b) Parent obtains (i) with respecetny Affiliate Transaction or series of AffilaiTransactions involving aggregate payments
in excess of $10 million but less than $15 milliarcertificate of the chief executive, operatindioancial officer of Parent evidencing such
officer's determination that such Affiliate Trangaa or series of Affiliate Transactions complieghnclause (a) above and (i) with respect to
any Affiliate Transaction or series of Affiliate dmsactions involving aggregate payments equal o @xcess of $15 million, a board
resolution of Parent certifying that such Affiliateansaction or series of Affiliate Transactionsngiies with clause (a) above and that such
Affiliate Transaction or series of Affiliate Trargons has been approved by the board of directfolParent, including a majority of the
disinterested members of the board of directorsyided, howeverthat, in the event that there shall not be adtle@o disinterested members
of the board of directors of Parent with resped¢h®wAffiliate Transaction, Parent shall, in adalitito such board resolution, obtain a written
opinion from an investment banking firm of natiostdnding in the United States which, in the ganthfijudgment of the board of directors
of Parent, is independent with respect to ParediitarAffiliates and qualified to perform such tagkich opinion shall be to the effect that
consideration to be paid or received in conneatitih such Affiliate Transaction is fair, from a éincial point of view, to Parent or such
Restricted Subsidiary.

Notwithstanding the foregoing, the following shadit be deemed Affiliate Transactions: (i) any empient agreement entered into by
Parent or any of its Restricted Subsidiaries indttinary course of business and consistent widlisitry practice; (ii) any agreement or
arrangement with respect to the compensation afatdr or officer of Parent or any Restricted Sdiasy approved by a majority of the
disinterested members of the board of directoRasé&nt and consistent with industry practice; {ignsactions between or among Parent and
its Restricted Subsidiariegrovided, howeverthat no more than 5% of the Voting Stock (onllyfdiluted basis) of any such Restricted
Subsidiary is owned by an Affiliate of Parent (atltean a Restricted Subsidiary); (iv) RestrictegirRants and Permitted Investments
permitted by the covenant described under “—Lindtabn Restricted Payments” (other than Investmiengdfiliates that are not Parent or
Restricted Subsidiaries); (v) transactions purstmiite terms of any agreement or arrangement efdéot on the Measurement Date; and
(vi) transactions with respect to wireline or wae$ transmission capacity, the lease or sharinther use of cable or fiber optic lines,
equipment, rights-of-way or other access rightsyben Parent (or any Restricted Subsidiary) andodimgr Persorprovided, howeverthat,
in the case of this clause (vi), such transactmmpulies with clause (a) in the immediately precgdyaragraph.
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Change of Control Triggering Everwithin 30 days of the occurrence of both a Charfgeamtrol and a Rating Decline with respect to
the Notes (a “Change of Control Triggering Eventfig Issuer will be required to make an Offer todRase all outstanding Notes at a pric
cash equal to 101% of the principal amount of tiséel on the purchase date plus any accrued anddunperest (if any) to such purchase
date (subject to the right of holders of recordtamrelevant record date to receive interest duth@melevant interest payment date).

A “Change of Control” means the occurrence of ahthe following events:

(A) if any “person” or “group” (as such terms arged in Sections 13(d) and 14(d) of the ExchangeoAany 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 Exchange Act, othantany one or more of the Permitted Holders, besaime “beneficial owner” (as defined
in Rule 13d-3 under the Exchange Act, except tharaon will be deemed to have “beneficial owngrshf all shares that any such person
has the right to acquire, whether such right ig@sable immediately or only after the passagénoé), directly or indirectly, of 35% or more
of the total voting power of the Voting Stock ofrBat; provided, howeverthat the Permitted Holders are the “beneficiaherg” (as defined
in Rule 13d-3 under the Exchange Act, except tharaon will be deemed to have “beneficial owngrshf all shares that any such person
has the right to acquire, whether such right ig@gable immediately or only after the passagénoé}, directly or indirectly, in the aggregate
of a lesser percentage of the total voting poweghefVoting Stock of Parent than such other pemsagroup (for purposes of this clause (A),
such person or group shall be deemed to benefi@alh any Voting Stock of a corporation (the “sfieci corporation”) held by any other
corporation (the “parent corporation”) so long astsperson or group beneficially owns, directlyratirectly, in the aggregate a majority of
the total voting power of the Voting Stock of symdrent corporation); or

(B) the sale, transfer, assignment, lease, conweyanother disposition, directly or indirectly, af or substantially all the assets of
(i) Parent and the Restricted Subsidiaries, oth{&)lssuer and the Issuer Restricted Subsidianesch case considered as a whole (othel
a disposition of such assets as an entirety analist as an entirety to a Wholly Owned RestrictedbSdiary of Parent or the Issuer,
respectively, or one or more Permitted Holders)l $teave occurred; or

(C) during any period of two consecutive yearsjiitllials who at the beginning of such period cdntgd the board of directors of
Parent (together with any new directors whose iglear appointment by such board or whose nomingto election by the shareholders of
Parent was approved by a vote of a majority ofdibectors then still in office who were either diters at the beginning of such period or
whose election or nomination for election was poasly so approved) cease for any reason to cotestitmajority of the board of directors of
Parent then in office; or

(D) the shareholders of Parent or the Issuer $laakk approved any plan of liquidation or dissolutidd Parent or the Issuer, respectiv

In the event that the Issuer makes an Offer tolage the Notes, the Issuer intends to comply withagplicable securities laws and
regulations, including any applicable requiremeritSection 14(e) of, and Rule 14e-1 under, the Brgle Act.

The existence of the holders’ right to require,jeabto certain conditions, the Issuer to repurehidstes upon a Change of Control
Triggering Event may deter a third party from acing Parent or the Issuer in a transaction thastittes a Change of Control. If an Offer to
Purchase is made, there can be no assuranceehastler will have sufficient funds to pay the Pxaige Price for all Notes tendered by
holders seeking to accept the Offer to Purchasaddlition, instruments governing other Debt of Raox the Issuer may prohibit the Issuer
from purchasing any Notes prior to their Stated sy, including pursuant to an Offer to Purchasmerequire that such Debt be repurchased
upon a Change of Control. Subject to certain exopgf the Existing Credit Facility requires theussto prepay loans under the Existing
Credit Facility within 60 days after the
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occurrence of a change of control triggering eyastdefined in the Existing Credit Facility). Iretevent that an Offer to Purchase occurs at a
time when the Issuer does not have sufficient atséeél funds to pay the Purchase Price for all Ntrdered pursuant to such Offer to
Purchase or a time when the Issuer is prohibiteih fourchasing the Notes (and the Issuer is undtblereo obtain the consent of the holders
of the relevant Debt or to repay such Debt), amiEweé Default would occur under the Indenture. didiion, one of the events that constitutes
a Change of Control under the Indenture is a s@psfer, assignment, lease, conveyance or otbposition of all or substantially all of the
assets of Parent or the Issuer. The Indenturevisrged by New York law, and there is no establistefthition under New York law of
“substantially all” of the assets of a corporatidecordingly, if Parent or the Issuer were to ergaga transaction in which it disposed of less
than all of its assets, a question of interpretatiould arise as to whether such disposition wésudjstantially all” of its assets and whether
the Issuer was required to make an Offer to Puechas

Except as described herein with respect to a Chah@entrol, the Indenture does not contain angpgrovisions that permit holders
Notes to require that the Issuer repurchase oeradéotes in the event of a takeover, recapitabmadir similar restructuring

ReportsWhether or not Parent is subject to Section 13(4)p¢d) of the Exchange Act, or any successor giorithereto, Parent shall
file with the Commission the annual reports, guyrteeports and other documents which Parent wbalee been required to file with the
Commission pursuant to such Section 13(a) or 1&i(dny successor provision thereto if Parent webgest thereto, such documents to be
filed with the Commission on or prior to the redper dates (the “Required Filing Dates”) by whicarént would have been required to file
them. Parent or the Issuer shall also in any ef@nwithin 15 days of each Required Filing Dater@nsmit by mail to all holders, as their
names and addresses appear in the Security Regigtteyut cost to such holders, and (ii) file witre Trustee copies of the annual reports,
quarterly reports and other documents (without leix$)i which Parent would have been required tovitth the Commission pursuant to
Section 13(a) or 15(d) of the Exchange Act or amgcessor provisions thereto if Parent were sulbfeseto and (b) if filing such documents
by Parent with the Commission is not permitted urtde Exchange Act, promptly upon written requeapply copies of such documents
(without exhibits) to any prospective holder. Ndhsitanding the foregoing, Parent and the Issu¢be&ileemed to have furnished such
reports referred to above to the Trustee and thadehoif Parent has filed such reports with the @ossion via the EDGAR filing system and
such reports are publicly available.

Limitation on Designations of Unrestricted Subsi@a. The Indenture provides that Parent will not desigria) the Issuer or Level 3
LLC as an Unrestricted Subsidiary or (2) any oBebsidiary of Parent (other than a newly creatdasiiary in which no Investment has
previously been made) as an “Unrestricted Subgitiarder the Indenture (a “Designation”) unless:

(a) no Default or Event of Default shall have ocedrand be continuing at the time of or after giaifect to such Designation;

(b) immediately after giving effect to such Desitjoa, Parent would be able to Incur $1.00 of Delder paragraph (a) of “Limitation
on Consolidated Debt;” and

(c) Parent would not be prohibited under the Indemfrom making an Investment at the time of Desigm (assuming the effectivene
of such Designation) in an amount (the “Designaiomount”) equal to the portion (proportionate taétd’s equity interest in such Restrici
Subsidiary) of the Fair Market Value of the netedis®f such Restricted Subsidiary on such date.

In the event of any such Designation, Parent $leatleemed to have made an Investment constitutResticted Payment pursuant to
the covenant “—Limitation on Restricted Payments”dll purposes of the Indenture in the Designafiamount; provided, howeverthat,
upon a Revocation of any such Designation of a iflidrg, Parent shall be deemed to continue to lsapermanent “Investment” in an
Unrestricted Subsidiary
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of an amount (if positive) equal to (i) Parent’'aveéstment” in such Subsidiary at the time of suelidgation less (ii) the portion
(proportionate to Parent’s equity interest in s8civsidiary) of the Fair Market Value of the neteis®f such Subsidiary at the time of such
Revocation. At the time of any Designation of amjpSdiary as an Unrestricted Subsidiary, such Slidnsi shall not own any Capital Stock
of Parent or any Restricted Subsidiary. The Indenfwrther provides that neither Parent nor anytifitésd Subsidiary shall at any time

(x) provide credit support for, or a Guaranteeaply Debt of any Unrestricted Subsidiary (includary undertaking, agreement or instrument
evidencing such Debtjprovided, howeverthat Parent or a Restricted Subsidiary may plétiygtal Stock or Debt of any Unrestricted
Subsidiary on a nonrecourse basis such that tlig@éhas no claim whatsoever against Parent dthertd obtain such pledged Capital St
or Debt, (y) be directly or indirectly liable fong Debt of any Unrestricted Subsidiary or (z) beedily or indirectly liable for any Debt which
provides that the holder thereof may (upon notmgse of time or both) declare a default thereocanise the payment thereof to be
accelerated or payable prior to its final scheduhedurity upon the occurrence of a default wittpezs to any Debt, Lien or other obligation
of any Unrestricted Subsidiary (including any righntake enforcement action against such Unresttiubsidiary), except in the case of
clause (x) or (y) to the extent permitted under ‘imitation on Restricted Payments” and “—Transactioith Affiliates.”

Unless Designated as an Unrestricted SubsidiagyPanson that becomes a Subsidiary of Parent witllassified as a Restricted
Subsidiary;provided, howeverthat such Subsidiary shall not be designatedRess#ricted Subsidiary and shall be automaticdligsified as
an Unrestricted Subsidiary if either of the requients set forth in clauses (a) and (b) of the imatety following paragraph will not be
satisfied immediately following such classificatidxcept as provided in the first sentence of thidimitation on Designations of
Unrestricted Subsidiaries,” no Restricted Subsydimay be redesignated as an Unrestricted Subsidiary

The Indenture further provides that a Designatiay tme revoked (a “Revocation”) by a resolutionhaf board of directors of Parent
delivered to the Trustee, provided that Parentnatl make any Revocation unless:

(a) no Default or Event of Default shall have ocedrand be continuing at the time of and afterrgjweffect to such Revocation; and

(b) all Liens and Debt of such Unrestricted Sulasidbutstanding immediately following such Revogatwould, if Incurred at such
time, have been permitted to be Incurred at suwh for all purposes of the Indenture.

All Designations and Revocations must be evidefgeresolutions of the board of directors of Padslivered to the Trustee
(i) certifying compliance with the foregoing promias and (ii) giving the effective date of such [geation or Revocation, such delivery to
Trustee to occur within 45 days after the end efftbcal quarter of Parent in which such DesigmatipRevocation is made (or, in the case of
a Designation or Revocation made during the lasgfiquarter of Parent’s fiscal year, within 90<lafter the end of such fiscal year).

Limitation on Actions with respect to Existing Irempany Obligations/ithout the consent of the holders of at least thiods in
principal amount of the outstanding Notes:

(a) the Issuer may not forgive or waive or faietdforce any of its rights under the Offering PrateNote, any Offering Proceeds Note
Guarantee, the Subordination Agreement or any @ferement with Parent or any Restricted Subsid@asyibordinate a payment obligation
on any Debt to the prior payment in full in castatifobligations with respect to the Offering Preds Note or an Offering Proceeds Note
Guarantee, and the Issuer and Level 3 LLC may meina the Offering Proceeds Note in a manner adverge holders of the Notes;
provided, howeve, that nothing in this covenant shall compel thaués to demand payment under the Offering Procletis or any Offering
Proceeds Note Guarantee except during a bankrupsntyency or similar proceeding;

(b) in the event Level 3 LLC (or any successorgiiunder the Offering Proceeds Note) repays al portion of the Offering Proceeds
Note, the Issuer must (i) deposit an amount of eaglal to the princips
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amount of the Offering Proceeds Note then repa@hiescrow account with an unaffiliated financmnstitution for the benefit of the holders
the Notes, and as security for the prompt and cetagdayment and performance when due of the Issabligations in respect of the Notes,
until such time as the Notes are no longer outdtgnar such cash is used pursuant to clause ({ijipof this paragraph, (ii) redeem Notes
having a principal amount equal to the principabant of Offering Proceeds Note then repaid in atance with, and if at such time
permitted by, the first paragraph of the sectiotitled “—Optional Redemption,” or (iii) purchase s in the open market having a principal
amount equal to the principal amount of Offeringd@eds Note then repajoovided, howeverthat if at any time the principal amount of
Offering Proceeds Note is greater than the prin@peount of Notes that remain outstanding, LevelL® (or any successor obligor under
Offering Proceeds Note) may repay or forgive orseaan amount of Offering Proceeds Note equal th sxcess without complying with
clause (i), (ii) or (iii) above;

(c) Parent may not, and may not permit any Restti@ubsidiary to, provide any Lien on its Propéotythe benefit of, or any Guarani
(other than a similarly subordinated Guaranteejtier form of credit enhancement in respect oth@) Parent Intercompany Note or (ii) any
other intercompany note required by clause (vpafgraph (b) of the covenant described under “—taiion on Consolidated Debt” or
clause (iv) of paragraph (b) of the covenant descriunder “ —Limitation on Debt of the Issuer assider Restricted Subsidiaries” to be
subordinated to the prior payment in full in ca$lalbobligations with respect to the Offering Peeds Note or an Offering Proceeds Note
Guarantee, or take any other action with the pwepoeffect of making the Parent Intercompany Neteior to or equal in right of payment
with the Offering Proceeds Note;

(d) Parent and Level 3 LLC may not amend the teshtke Parent Intercompany Note in a manner adwtertiee holders of the Notes,
the determination of which shall be made by thertb@d directors of Parent acting in good faith @hdll be evidenced by a resolution of the
board of directors of Parent except to permit sdimation of Level 3 LLC’s obligations under the Eatr Intercompany Note to its obligations
under a Qualified Credit Facility as described, smthe extent set forth, under “—SubordinatiorEgfsting Intercompany Obligations;”

(e) Parent, the Issuer and Level 3 LLC may not ahtka Subordination Agreement in a manner advertieetholders of the Notes and
Parent or any Restricted Subsidiary and the Issizgrnot amend any other agreement between Paranydrestricted Subsidiary and the
Issuer to subordinate a payment obligation on aelgtDf Parent or any Restricted Subsidiary to tiar payment in full in cash of all
obligations with respect to the Offering ProceedseNor any Offering Proceeds Note Guarantee, ih ease, the determination of which sl
be made by the board of directors of Parent adtirggpod faith and shall be evidenced by a resalubibthe board of directors of Parent ex
to permit subordination of their respective obligas under Offering Proceeds Note or any OfferingcBeds Note Guarantee to their
respective obligations under a Qualified Creditiltgias described, and to the extent set forttdarf—Subordination of Existing
Intercompany Obligations”; and

(f) Parent may not permit any Restricted Subsidiarguarantee the 10.75% Notes, the intercompateyiasued by Level 3 LLC in
respect of the proceeds of the 10.75% Notes, ti#53%2 Notes, the 12.25% Proceeds Note, the Flo&atg Notes or the Floating Rate
Proceeds Note unless such Restricted Subsidiagucantly Guarantees the Notes and such Guarahtbe dlotes remains in effect for so
long as the Guarantee of the 10.75% Notes, theettlatercompany note, the 12.25% Notes, the 12.P&86eeds Note, the Floating Rate
Notes or the Floating Rate Proceeds Note; providedgever, that this provision shall not be deenaebet violated by the Guarantee of
10.75% Notes, the 12.25% Notes or the Floating Rates of Level 3 LLC outstanding on the Issue Date

Mergers, Consolidations and Certain Sales of Assets

Parent may not, in a single transaction or a sefieslated transactions, (i) consolidate with @rge into any other Person or Persor
permit any other Person to consolidate with or réngp Parent or (ii) directly or indirectly, trdes, sell, lease, convey or otherwise dispose
of all or substantially all its assets to any otRerson
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or Persons unless: (a) in a transaction in whiglefRas not the surviving Person or in which Pateamsfers, sells, leases, conveys or
otherwise disposes of all or substantially alltefassets to any other Person, the successor isntityanized under the laws of the United
States of America or any State thereof or the Ristf Columbia and shall expressly assume, byppl&mental indenture executed and
delivered to the Trustee in form satisfactory te Thustee, all of Parent’s obligations under ttaehture and the Parent Guarantee;

(b) immediately before and after giving effect twls transaction and treating any Debt which becamesbligation of Parent (or the
successor entity) or a Restricted Subsidiary &saltrof such transaction as having been Incurygdavent or such Restricted Subsidiary at
the time of the transaction, no Default or EvenbDefault shall have occurred and be continuing utitke Indenture; (c) immediately after
giving effect to such transaction, the Consolidated Worth of Parent (or the successor entity)jisa¢ to or greater than that of Parent
immediately prior to the transaction; (d) immedipi&fter giving effect to such transaction and tirgaany Debt which becomes an obligation
of Parent (or the successor entity) or a Restriigiasidiary as a result of such transaction asgadyeen Incurred by Parent or such Restri
Subsidiary at the time of the transaction, Parentie successor entity) could Incur at least $bfddditional Debt pursuant to the provisions
of the Indenture described in paragraph (a) undeCértain Covenants—Limitation on Consolidated Dediibve; (e) if, as a result of any
such transaction, Property of Parent (or the ssoremntity) or any Restricted Subsidiary would beesubject to a Lien prohibited by the
provisions of the Indenture described under “—GQer@ovenants—Limitation on Liens” above, Parenthar successor entity to Parent shall
have secured the Notes as required by said covgffiaintthe case of a transfer, sale, lease, cgavee or other disposition of all or
substantially all of the assets of Parent, suchtashall have been transferred as an entiretirtoaily as an entirety to one Person and such
Person shall have complied with all the provisiohthis paragraph; and (g) certain other conditiaresmet. The successor entity shall
succeed to, and be substituted for, and may exeesisry right and power of Parent under the Inderdand the Parent Guarantee, and the
predecessor “Parent,” except in the case of a |ehsdl be released from all its obligations urttherIndenture and the Parent Guarantee.

The Issuer may not, in a single transaction ori@sef related transactions, (i) consolidate orgeento Parent or permit Parent to
consolidate with or merge into the Issuer or (ig&pt to the extent permitted under “—Certain Cargs—Limitation on Restricted
Payments,” directly or indirectly, transfer, sédlase, convey or otherwise dispose of all or sulbistiéy all its assets to Parent. Additionally,
the Issuer may not, in a single transaction ori@sef related transactions, (i) consolidate wittmerge into any other Person or Persons or
permit any other Person to consolidate with or raéngp the Issuer or (ii) (other than, to the exggrmitted under “—Certain Covenants—
Limitation on Restricted Payments,” to a Restrickedbsidiary that is or becomes a Guarantor andfeemi@y Proceeds Note Guarantor or to
Parent so long as Parent is a Guarantor) direcilydirectly, transfer, sell, lease, convey or ottise dispose of all or substantially all its
assets to any other Person or Persons unlesg: gafyansaction in which the Issuer is not theigirg Person or in which the Issuer transfers,
sells, leases, conveys or otherwise disposes of allbstantially all of its assets to any othasBe, the successor entity is organized unde
laws of the United States of America or any Stagzdof or the District of Columbia and shall exgtgs@assume, by a supplemental indenture
executed and delivered to the Trustee in form fsatisry to the Trustee, all of the Issuer’s obligas under the Indenture; (b) immediately
before and after giving effect to such transactiod treating any Debt which becomes an obligatidhelssuer (or the successor entity) o
Issuer Restricted Subsidiary as a result of sustction as having been Incurred by the Issusudr Issuer Restricted Subsidiary at the
of the transaction, no Default or Event of Defaliall have occurred and be continuing under therihde; (c) immediately after giving effe
to such transaction, the Consolidated Net Wortthefissuer (or the successor entity) is equal greater than that of the Issuer immediately
prior to the transaction; (d) immediately afterigiy effect to such transaction and treating anytidiich becomes an obligation of the Issuer
(or the successor entity) or an Issuer Restrictdabifliary as a result of such transaction as havasm Incurred by the Issuer or such Issuer
Restricted Subsidiary at the time of the transactioe Issuer (or the successor entity) could liatleast $1.00 of additional Debt pursuant to
the provisions of the Indenture described in paplgr(a) under “—Certain Covenants—Limitation on Deftthe Issuer and Issuer Restricted
Subsidiaries” above; (e) if, as a result of anyhstiansaction, Property of the Issuer (or the ssgmeentity) or any Issuer Restricted
Subsidiary would
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become subject to a Lien prohibited by the provisiof the Indenture described under “—Certain Camési—Limitation on Liens” above,

the Issuer or the successor entity to the Issual Isve secured the Notes as required by saidnemig(f) in the case of a transfer, sale, lease,
conveyance or other disposition of all or substaiytiall of the assets of the Issuer, such as$etl Isave been transferred as an entirety or
virtually as an entirety to one Person and suckd®eshall have complied with all the provisionghe$ paragraph; and (g) certain other
conditions are met. The successor entity shalleat¢o, and be substituted for, and may exercisgyeight and power of the Issuer under
Indenture, and the predecessor “Issuer,” excettdtase of a lease, shall be released from albltgations under the Indenture.

A Guarantor (other than Parent) may not, in a sitiginsaction or a series of related transact{@nsonsolidate with or merge into any
other Person or Persons (other than, with respexfGuarantor that is an Issuer Restricted Subgidize Issuer or another Guarantor that is
an Issuer Restricted Subsidiary, and with respeat®uarantor that is a Sister Restricted Subgidéarother Guarantor that is a Sister
Restricted Subsidiary or Parent) or permit any oBerson (other than, with respect to a Guarahgris an Issuer Restricted Subsidiary,
another Guarantor that is an Issuer Restrictediiabg, and with respect to a Guarantor that isste® Restricted Subsidiary, Parent or
another Guarantor that is a Sister Restricted 8idrg) to consolidate with or merge into such Guswaor (i) except to another Guarantor to
the extent permitted under “—Certain Covenants—tation on Restricted Payments,” directly or indilgdransfer, sell, lease, convey or
otherwise dispose of all or substantially all ssets to any other Person or Persons (other thdmregpect to a Guarantor that is an Issuer
Restricted Subsidiary, the Issuer or another Guardhat is an Issuer Restricted Subsidiary, arttl véispect to a Guarantor that is a Sister
Restricted Subsidiary, another Guarantor thatSgster Restricted Subsidiary or Parent) unlesingiediately before and after giving effect
to such transaction and treating any Debt whicloiyexs an obligation of such Guarantor as a reswiticli transaction as having been
Incurred by such Guarantor at the time of the tatisn, no Default or Event of Default shall hawewred and be c