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Filed pursuant to Rule 424(b)
Registration No. 333391«

PROSPECTUS SUPPLEMENT
(To Prospectus Dated January 31, 2001)

$880,000,000
LEVEL 3 COMMUNICATIONS, INC.

10% CONVERTIBLE SENIOR NOTES DUE 2011

Interest on the notes will accrue from the daterafinal issuance at a rate of 10% per year andb@ipayable on May 1 and November 1 of
each year, beginning on November 1, 2005. The nvatebe our unsecured and unsubordinated obligatiand will rank equally with all our
existing and future unsecured and unsubordinatebitedness. The notes will mature on May 1, 2011.

The notes are convertible by holders at any tiner danuary 1, 2007 (or sooner if certain corpogants occur) into shares of our common
stock at a conversion price of $3.60 per shargjéstilp adjustment in certain events). This is eglgint to a conversion rate of approximately
277.77 shares per $1,000 principal amount of n@as.common stock is quoted on the Nasdaqg Natitzaket under the symbol “LVLT,”
and the last reported price of the common stockelruary 17, 2005, was $1.92 per share.

Holders may require us to repurchase all or anygfaheir notes upon the occurrence of a desighetent at a price equal to 100% of the
principal amount of the notes, plus accrued andhighipterest to, but excluding, the repurchase,dbaay, plus, in certain circumstances, a
make-whole premium.

Beginning May 1, 2009, we may redeem all or a partf the notes at the redemption prices specifigdis prospectus supplement, plus
accrued and unpaid interest to, but excludingrekemption date.

To the extent the issuance of the notes and threskesuable upon conversion thereof requiresgpeoaal of our stockholders under the n
of The Nasdaq Stock Market, Inc., we will converspacial meeting of our stockholders for the puepaisapproving the issuance of the n
and the shares issuable upon conversion theree€ Hold a stockholders meeting and our stockhseldernot approve the issuance of the
notes, we will have to pay the investors who hayre@d to purchase the notes from us a terminagiennfthe aggregate amount of
$26,400,000 pursuant to the terms of the purchgement relating to the notes.

We have agreed to file, within 10 days after thestommation of the offering, at our expense, a tegien statement under the Securities Act
of 1933, as amended (the “Securities Act”), to seggiresales by one of the investors of notesstihees of common stock issuable upon
conversion of the notes and other of our securteficially owned by that investor.

Investing in the notes and our common stock invoheerisk. See “Risk Factors” beginning on page S-6 of this prospectus supplemge

Per Note Total (1)
Public Offering Price 10(%  $880,000,00
Proceeds to Level 3 (after financial advisory fag, before expense 99.8¢%  $878,750,00

(1) One of the institutional investors has the trighterminate its purchase obligations for reqafateasons. In the event of such
termination, the total public offering price woulé $780,000,000 and the total proceeds to Levedlldwoe $778,750,00!

The securities offered hereunder are offered dyrést us to certain institutional investors. Iteigpected that delivery of the securities will be
made as soon as practicable following the dateolfieve if stockholder approval of the issuancehs hotes and the shares of common stock
issuable upon the conversion thereof is requiredoan as practicable following the vote of oucktmlders.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities or determined if
this prospectus supplement or the accompanying prospectusis truthful or complete. Any representation to the contrary isa criminal
offense.
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You should rely only on the information contained o incorporated by reference in this prospectus suplgment and the accompanying
prospectus. We have not authorized anyone to provédyou with different information. We are not making an offer of these securities
in any state where the offer is not permitted. Yowshould not assume that the information contained iror incorporated by reference in
this prospectus supplement or the accompanying prpectus is accurate as of any date other than the taon the front of this
prospectus supplement.
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References in this prospectus supplement to “L8yewe,” “us” and “our” refer to Level 3 Communications, Inc., a compargpiporated il
Delaware, and its subsidiaries, except as expressigd otherwise or unless the context requitesratise. Financial information as of and
the periods ended December 31, 2004 containedsiptbspectus supplement have not been auditeslmwed by our independent registe
public accountants.
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INFORMATION REGARDING FORWARD LOOKING STATEMENTS

This prospectus supplement contains or incorpolatesference forward looking statements and in&drom (as such term is
defined in the Private Securities Litigation Refofat of 1995) that are based on the beliefs of mgangent as well as assumptions made by
and information currently available to Level 3. Whesed in this prospectus supplement, the wordsctpate”, “believe”, “plans”, “estimate”
and “expect” and similar expressions, as they egfai_evel 3 or its management, are intended totifyeforward-looking statements. Such

statements reflect the current views of Level hwitspect to future events and are subject toinaitks, uncertainties and assumptions.

Should one or more of these risks or uncertaimtiaterialize, or should underlying assumptions piiogerrect, actual results may
vary materially from those described in this docam&hese forward-looking statements include, anathgrs, statements concerning:

. Level 3's communications and information servicasibess, its advantages and Level 3's strateggdiotinuing to pursue
its business

. anticipated development and launch of new seniitéise communications portion of Level 3's business

. anticipated dates on which Level 3 will begin piag certain services or reach specific milestangke development and
implementation of its busines

. growth and recovery of the communications and imfation services industry;

. expectations as to Level 3’s future revenue, margrpenses and capital requirements; and

. other statements of expectations, beliefs, futlaagpand strategies, anticipated developments el matters that are not

historical facts

These forward-looking statements are subject @ @&d uncertainties, including financial, regufgt@nvironmental, industry
growth and trend projections, that could causead&uents or results to differ materially from te@xpressed or implied by the statements.
The most important factors that could prevent L&/&bm achieving its stated goals include, butrestlimited to, Level 3’s failure to:

. overcome the softness in the general economy disetisproportionate effect on the telecommuniacaimdustry;

. increase the volume of traffic on Level 3's network

. successfully complete commercial testing of neviatetogy and our information systems to support pesducts and
services, including voice transmission servit

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

. meet all of the terms and conditions of Level 3btobligations;

. integrate strategic acquisitions;

. attract and retain qualified management and otbesgmnel;

. overcome Software Spectrum’s reliance on finariniz@ntives, volume discounts and marketing fundmfsoftware
publishers; an

. reduce downward pressure on Software Spectrum’ginsaas a result of the use of volume licensingraathtenance
agreements

S1



SUMMARY

This summary highlights information contained elsexe or incorporated by reference in this prospecupplement and the
accompanying prospectus. This is not intended ta t@mplete description of the matters coveretis prospectus supplement and the
accompanying prospectus and is subject to, andifigehin its entirety by, reference to the moreailetl information and financial statements
(including the notes thereto) included or incorp@a by reference in this prospectus supplementladccompanying prospectus.

THE COMPANY
Level 3 Communications, Inc., through its subsidsrengages primarily in the communications afarimation services businesses.

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 rafiggegrated communications services. Level 3draated, generally by constructing its
own assets, but also through a combination of @asicly and leasing of facilities, the Level 3 Netkveian advanced, international, facilities
based communications network. Level 3 has desigmetevel 3 Network to provide communications segsi which employ and leverage
rapidly improving underlying optical and InternebBcol technologies.

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

RECENT DEVELOPMENTS

For the fourth quarter 2004, our consolidated reeemas $1.05 billion. The net loss for the fourttader 2004 was $77 million, or
$0.11 per share. Included in the net loss for theth quarter 2004 was $103 million of terminataomd settlement revenue, a $50 million gain
associated with the extinguishment of debt rel&tenlir tender offer completed in December 20041 4amillion lease impairment charge, ¢
a $9 million gain associated with the sale of dertavestment securities.

For the fourth quarter 2004, our communicationgnexe was $482 million, which includes $103 millmfrtermination and settlement
revenue due primarily to the previously announcadk diber contract termination with McLeodUSA. Comnications cost of revenue for the
fourth quarter 2004 was $120 million. Communicasiselling general and administrative expenses $208 million for the fourth quarter
2004. These expenses included a $2 million reduetssociated with property taxes and $15 millionai-cash stock compensation expense.

For the full year 2004, communications revenue $&68 billion, which includes $113 million of temation and settlement revenue
and compares to $1.95 billion in 2003, which inelsi$346 million of termination and settlement rexen

Effective February 17, 2005, we terminated our $pai pill” rights plan.
S2



THE NOTES

The following is a brief summary of select termgftaf notes. For a more complete description oféhms of the notes, see the sections
of this prospectus supplement entitled “DescriptibiNotes”.

Issuer Level 3 Communications, In

Notes Offered $880,000,000 aggregate principal amount of 10% exdible senior
notes due May 1, 2011. One of the institutionaksters has the
right to terminate its purchase obligations forulagpry reasons. In
the event of such termination, the total aggrepatecipal amount
of notes offered would be $780,000,0

Offering Price 100% of the principal amount plus accrued interiésty, from the
date of original issuanc

Maturity May 1, 2011

Interest 10% per year on the principal amount accruing fthendate of

original issuance, payable searinually on May 1 and November
beginning on November 1, 20C

Ranking The notes will be our general unsecured unsubaottinabligations
and will rank equal in right of payment to all afroother unsecured
and unsubordinated indebtedness. The notes widffeetively
subordinated to all of our existing and future sedulebt as to the
assets securing such debt and will be structusalbordinated to all
existing and future indebtedness and other ligdsliof our
subsidiaries.

As of December 31, 2004, after giving pro formaeeffto this
offering:

e Level 3 Communications, Inc. would have hadaggregate of
approximately $730 million of secured debt consisif its
guarantee of borrowings under our credit facilégd

*  Level 3 Communications, Ins.5ubsidiaries would have had
aggregate of approximately $2.663 billion of outstiag
indebtedness and other balance sheet liabilitiedyding
deferred revenue), excluding intercompany lialeiit

Conversion Rights Holders may surrender notes for conversion beggoimJanuary !
2007 (or sooner if a “change of control” occurs)l &efore the
maturity date. For each $1,000 principal amountaiés
surrendered for conversion you will receive 27&Hares of our
common stock. We refer to this as the conversita ra

As a condition to conversion of notes, a holdertdediver to us a
certificate representing that either si
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holder has obtained clearance from the applicaiNeigimental
authorities under the Hart-Sc&®bdino Antitrust Improvements A
of 1976, as amended (or the HSR Act), or that sindtler qualifies
for an exemption under the HSR Act.

The conversion rate may be adjusted for certaisares but will no
be adjusted for accrued interest, if any. Upon eosion, a holder
will not receive any cash payment representingusatinterest,
subject to certain exceptions. Instead, accruetast will be
deemed paid by the shares of common stock recéiyéide holder
on conversion

Sinking Fund None.

Redemption at the Option of Level 3 Beginning on May 1, 2009, we may redeem the nateshole or in
part, at our option at any time or from time toeiat the redemptic
prices set forth herein, plus accrued and unpaatést thereon (if
any) to the redemption dat

Repurchase at the Option of Holders upon a Designedl Event Upon the occurrence of a designated event (a chafngentrol or a
termination of trading as defined herein), hold#rthe notes will
have the right, subject to certain exceptions amtlitions, to
require us to repurchase all or any part of thetes at a repurchase
price equal to 100% of the principal amount of tieges, plus
accrued and unpaid interest thereon (if any) tad¢demption date,
plus, upon the occurrence of certain changes itralo@ “make-
whole” premium.

See “Risk Factors—If Level 3 experiences a charig@wtrol or
termination of trading, Level 3 may be unable tochase the notes
you hold as required under the indenture relatinpé note!”

Resale Registration Rights We have agreed with one investor to file, withindeys after the
issuance of the notes, at our expense, a shedftratipn statement
with respect to the resale by that investor ofrtbges, the common
stock issuable upon conversion of the notes anet athour
securities beneficially owned by that investor, &amdse our
reasonable best efforts to have the shelf registratatement
declared effective

Trading Our common stock currently trades on the Nasda@mhatMarket
under the symbol “LVLT."We have not applied and do not inten
apply for the listing of the notes on any secusitachange

Risk Factors See “Risk Factors” to read about important facyans should
consider before purchasing the no
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Conditions to Issuance of the Notes

S-5

The investors who have agreed to purchase notesusowill not be
obligated to purchase the notes under the purdmgsement
relating to the notes unless investors purchakeaat $500 million
in aggregate principal amount of notes.

To the extent the issuance of the notes and threskesuable upon
conversion thereof requires the approval of oucldtolders under
the rules of The Nasdaq Stock Market, Inc., we eadlhvene a
special meeting of our stockholders for the purpafsgpproving the
issuance of the notes and the shares issuablecameersion
thereof. If we hold a stockholders meeting andstackholders do
not approve the issuance of the notes, we will haymy the
investors who have agreed to purchase the notesifsoa
termination fee in the aggregate amount of $26QD,
($23,400,000 if one investor exercises its righetminate its
purchase obligations for regulatory reasons) pumsieethe terms of
the purchase agreement relating to the n



RISK FACTORS

You should carefully consider the risks describelilw before making an investment decision. The dglscribed below are not the o
ones facing Level 3. Additional risks not presektigwn to Level 3, or that Level 3 currently deémsaterial, may also impair Level 3's
business operations.

Level 3's business, financial condition or resuitoperations could be materially adversely affddig any of these risks. The value of
the notes and the trading price of Level 3's comstonk could decline due to any of these risks,yandmay lose all or part of your
investment.

This prospectus supplement, the accompanying pcaspand the information incorporated by refereats® contain forward-looking
statements that involve risks and uncertaintiesel8'’s actual results could differ materially frafmose anticipated in these forward-looking
statements as a result of certain factors, inclgdime risks faced by Level 3 described below aseldiere in this prospectus supplement, the
accompanying prospectus and the information inalusieincorporated by reference.

Risks Related to Level 3’s Business

Communications Group
Continuing softness in the economy is having a disgportionate effect on the telecommunications indusy

The downturn in general economic conditions, paldidy in the telecommunications services industias forced a number of Level 3's
competitors and customers to file for protectiamircreditors under bankruptcy laws and to takeratRraordinary actions to reconfigure
their capital structure. These companies had sggmif debt servicing requirements and were unabtgeherate sufficient cash from operat
to both service their debt and conduct their bussiae. Level 3 has changed its customer base intorftecus on global users of bandwidth
capacity, which tend to be more financially viatiian certain of Level 3's former Internet startaystomers, and Level 3 has implemented
policies and procedures designed to enable it fcerdaterminations regarding the financial condipotential and existing customers.
However, there can be no assurance regardingrtardial viability of Level 3's customers or thagsie policies and procedures will be
effective. If general economic conditions in theitdd States remain at current levels for an exténgiod of time or worsen, Level 3 could
be materially adversely affected.

The prices that Level 3 charges for its services kia been decreasing, and Level 3 expects that thejllwontinue to decrease over time
and Level 3 may be unable to compensate for thisdbrevenue

Level 3 expects to continue to experience decrggmiices for its services as Level 3 and its coitgrstincrease transmission capacity
on existing and new networks, as a result of itsaru agreements with customers which often containme-based pricing, through
technological advances or otherwise, and as volbased pricing becomes more prevalent. Accordingyel 3’s historical revenue is not
indicative of future revenue based on comparabléi¢rvolumes. As the prices for its services daseefor whatever reason, if Level 3 is
unable to offer additional services from whichanaderive additional revenue or otherwise reduceperating expenses, Level 3's operating
results will decline and its business and finanaaults will suffer.

Level 3 also expects, excluding the effects of &itions, managed modem related revenue to contmdecline in the future primarily
due to an increase in the number of subscribersatimg to broadband services and continued pripiegsures and declining customer
obligations under contractual arrangements.

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@n@stomers 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 affiliates and Verizon Comnuattions, Inc. and its affiliates, represented axpnately 24% and 10% of Level 3's
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communications revenue for 2003, respectively. Acae®nline, Level 3's largest managed modem cust@me an affiliate of Time Warner,
Inc., has reduced the number of managed modemippuschases from Level 3 by approximately 22%mtyithe third quarter of 2004 with
additional port turndowns of approximately 8% ocmg in the fourth quarter. Level 3's future comnmations operating results will depend
on the success of these customers and other custame its success in selling services to them.

If Level 3 were to lose a significant portion o tommunications revenue from either America Ontin¥erizon, Level 3 would not be
able to replace this revenue in the short termisnaperating losses would increase, which increaag be significant.

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

Level 3 continuously develops, tests and introdunseg services that are delivered over Level 3'svodt. These new services are
intended to allow Level 3 to address new segmeittseocommunications marketplace and to competadditional customers. In certain
instances, the introduction of new services reguine successful development of new technologyth&a@xtent that upgrades of existing
technology are required for the introduction of rewvices, the success of these upgrades may badtant on the conclusion of contract
negotiations with vendors and vendors meeting thigligations in a timely manner. In addition, neendce offerings may not be widely
accepted by customers. If Level 3 is not able twsssfully complete the development and introdactibnew services, including Voice-over-
IP (or VoIP) services, in a timely manner, Leved Business could be materially adversely affected.

Level 3 needs to increase the volume of traffic ats network or its network will not generate profits

Level 3 must substantially increase the volumentérnet, data, voice and video transmission on L&&enetwork in order to realize t
anticipated cash flow, operating efficiencies aastbenefits of the Level 3 network. If Level 3 do®t develop new large-volume customers
and maintain its relationship with current custasnéevel 3 may not be able to substantially incedeaffic on the Level 3 network, which
would adversely affect Level 3's ability to becoprefitable.

During its limited operating history, Level 3 has gnerated substantial losses, which Level 3 expettscontinue

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 substaniet losses for the near future. For the fiscal
year ended December 31, 2004, Level 3 incurredsffom continuing operations of approximately $4%iBion. Level 3 expects to contint
to experience losses, and may not be able to azlsiesustain operating profitability in the futu@ontinued operating losses could limit
Level 3's ability to obtain the cash needed to expandeiterark, make interest and principal payments odétst or fund other business nes

Level 3 will need to continue to expand and adapts network in order to remain competitive, which ma require significant additional
funding

Future expansion and adaptations of the Level ®ar&ts electronic and software components will leeessary in order to respond to:

. growing number of customers;

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

. technological advances by competitors; and

. governmental regulations.
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Future expansion or adaptation of Level 3's netweitkrequire substantial additional financial, sgpgonal and managerial resources, which
may not be available at the time. If Level 3 ishiepao expand or adapt its network to respond ¢ésatdevelopments on a timely basis and
commercially reasonable cost, its business wiliiagerially 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 telecomaatinins capacity and obtains rights to use dasx fitom both long distance and lo
telecommunications carriers in order to extendsttegpe of Level 3 network. Any failure by companies leasing capatcitLevel 3 to provids
timely service to Level 3 would adversely affectzek3’s ability to serve its customers or incretisecosts of doing so. Some of Level 3's
agreements with other providers require the payragaimounts for services whether or not those sesvare used. Level 3 enters into
interconnection agreements with many domestic areldn local telephone companies, but Level 3 tsahways able to do so on favorable
terms.

Costs of obtaining local service from other cagieomprise a significant proportion of the opeigxpenses of long distance carriers.
Similarly, a large proportion of the costs of piinig international service consists of paymentsther carriers. Changes in regulation,
particularly the regulation of local and internatib telecommunication carriers, could indirectlyt bignificantly, affect Level 3 competitive
position. These changes could increase or dectkasmsts of providing Level 3's services.

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 third-party distributdhss is a complicated undertaking requiring sigdfit resources and expertise and support
from third-party vendors. Business support systareseeded for:

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

Because Level 3's business provides for continapétrgrowth in the number and volume of servicdsrefl, there is a need to continue to
develop these business support systems on a sehgdtitient to meet proposed service rollout ddteaddition, Level 3 requires these
business support systems to expand and adaptrapitsgrowth and alternate distribution channedtegyy. The failure to continue to develop
effective business support systems could matergaliyersely affect Level 3's ability to implemers business plans.

Level 3's growth may depend upon its successful iagration of acquired businesses
The integration of acquired businesses involvesraber of risks, including, but not limited to:

. demands on management related to the significargase in size after the acquisition;
. the diversion of management’s attention from th@aggament of daily operations to the integratioogérations;
. difficulties in the assimilation and retention afployees;
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. difficulties in the assimilation of different cules and practices, as well as in the assimilatidsr@ad and geographically
dispersed personnel and operations;

. difficulties in the integration of departments, tgyss, including accounting systems, technologieskbé and records and
procedures, as well as in maintaining uniform séadsl, controls, including internal accounting colsrprocedures and
policies.

If Level 3 cannot successfully integrate acquiradibesses or operations, Level 3 may experienceriabhegative consequences to its
business, financial condition or results of opemati Successful integration of these acquired bgses or operations will depend on Level 3’
ability to manage these operations, realize oppdi&s for revenue growth presented by strengtheeedce offerings and expanded
geographic market coverage and, to some degredintmate redundant and excess costs. Becauséiofitfies in combining geographically
distant operations, Level 3 may not be able toe@hthe benefits that Level 3 hopes to achieverasudt of the acquisition.

Level 3 may be unable to hire and retain sufficientjualified 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, professiand technical personnel. Level 3 has experiesaguficant competition in attracting and
retaining personnel who possess the skills tHatseeking. As a result of this significant comipeti, Level 3 may experience a shortage of
qualified personnel. Level 3’s businesses are methay a small number of key executive officerstipalarly James Q. Crowe, Chief
Executive Officer, Charles C. Miller, IIl, Vice Clman of the Board, and Kevin J. O’Hara, Chief Gytieig Officer. The loss of any of these
key executive officers could have a material adveféect on Level 3.

Level 3 must obtain and maintain permits and rightsof-way to operate Level 3's network

If Level 3 is unable, on acceptable terms and tmaly basis, to obtain and maintain the franchipesmits and rights needed to exp
and operate Level 8'network, its business could be materially advgrs#ected. In addition, the cancellation or nareeval of the franchise
permits or rights that are obtained could materiativersely affect Level 3. Level 3 is a defendargeveral lawsuits that the plaintiffs have
sought to have certified as class actions thatngnother things, challenge its use of rights of wais likely that additional suits challenging
use of its rights of way will occur and that thgaintiffs also will seek class certification. Thatcome of this litigation may increase Level
3's costs and adversely affect its operating result

Termination of relationships with key suppliers coud cause delay and costs

Level 3 is dependent on third-party suppliers fbef, computers, software, optronics, transmissieatronics and related components
that are integrated into Levels3hetwork. If any of these relationships is terrtedeor a supplier fails to provide reliable sergioe equipmer
and Level 3 is unable to reach suitable alternaivangements quickly, Level 3 may experience fianit additional costs. If that happens,
Level 3 could be materially adversely affected.

Rapid technological changes can lead to further copetition

The communications industry is subject to rapid sigdificant changes in technology. In additiorg thtroduction of new products or
technologies, as well as the further developmesixafting products and technologies may reducedseor increase the supply of certain
services similar to those that Level 3 providesaAssult, Level 3's most significant competitarghe future may be new entrants to the
communications and information services industilé®gse new entrants may not be burdened by adlétstaase of outdated equipment.
Future success depends, in part, on the abiligntizipate and adapt in a timely manner to tectgiodd changes. Technological changes and
the resulting competition could have a materialeaige effect on Level 3.
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Increased industry capacity and other factors couldead to lower prices for Level 3's services

Additional network capacity available from Leveb3lompetitors may cause significant decreasesiptices for services. Prices may
also decline due to capacity increases resultimg fiechnological advances and strategic alliarmes) as long distance capacity purchasing
alliances among regional Bell operating companmeseased competition has already led to a dealimates charged for various
telecommunications services.

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

Communications services are subject to significagtilation at the federal, state, local and intéonal levels. These regulations affect
Level 3 and its existing and potential competit@slays in receiving required regulatory approvatsnpleting interconnection agreements
with incumbent local exchange carriers or the anacot of new and adverse regulations or regulatguirements may have a material
adverse effect on Level 3. In addition, future $tafive, judicial and regulatory agency actionslddiave a material adverse effect on Leve

Recent federal legislation provides for a significderegulation of the U.S. telecommunications stdy including the local exchange,
long distance and cable television industries. Tégsslation remains subject to judicial review amtlitional FCC rulemaking. As a result,
Level 3 cannot predict the legislation’s effectitafuture operations. Many regulatory actionswarder way or are being contemplated by
federal and state authorities regarding importi@ms$. These actions could have a material advéfeset en Level 3's business.

Level 3 may lose customers if it experiences systdailures that significantly disrupt the availability and quality of the services that it
provides

Level 3's operations depend on its ability to avaidl mitigate any interruptions in service or restlicapacity for customers.
Interruptions in service or performance problerosyhatever reason, could undermine confidenceewel3’s services and cause Level 3 to
lose customers or make it more difficult to attnaetv ones. In addition, because many of Level &'gises are critical to the businesses of
many of its customers, any significant interruptiorservice could result in lost profits or othes$ to customers. Although Level 3 attemp
disclaim liability in its service agreements, a rtaunight 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 interangj Level 3 may be obligated to provide credignagally in the form of free service for a
short period of time, to its customers, which cowtdjatively 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 @mskr service until necessary repairs are effeatedmacement equipment is installed.
Network failures, delays and errors could also ltdsam natural disasters, terrorist acts, powesé&s, security breaches and computer viri
These failures, faults or errors could cause dekstvice interruptions, expose Level 3 to custoliability or require expensive modificatio
that could have a material adverse effect on L8ebusiness.

Intellectual property and proprietary rights of oth ers could prevent Level 3 from using necessary teohlogy to provide Internet
protocol voice services

While Level 3 does not know of any technologieg #re patented by others that it believes are sacgsor Level 3 to provide its
services, necessary technology may in fact be matdyy other parties either now or in the futufedcessary technology were held under
patent by another person, Level 3 would have totigig a license for the use of that technologwel & may not be able to negotiate such a
license at a price that is acceptable. The existefisuch patents, or Level 3’s inability to negtiia license for any such technology on
acceptable terms, could force Level 3 to ceasegubim technology and offering products and senvicesrporating the technology.
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Canadian law currently does not permit Level 3 to &er services in Canada

Ownership of facilities that originate or terminataffic in Canada is currently limited to Canadtarriers. This restriction hinders Le
3’s entry into the Canadian market unless apprapdaerangements 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 peosids enhanced service providers. Enhanced s@nagilers are currently exempt
from federal and state regulations governing comuparniers, including the obligation to pay accdsarges and contribute to the universal
service fund. The FCC is currently examining ttegist of Internet service providers and the sericeg provide. If the FCC were to
determine that Internet service providers, or gr&ises they provide, are subject to FCC regulaiioeiuding the payment of access charges
and contribution to the universal service fundspitld have a material adverse effect on Leveb8&iness and the profitability of its services.

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

The communications and information services indesstare highly competitive. Many of Level 3's ekigt and potential competitors
have financial, personnel, marketing and otherueses significantly greater than Level 3. Manyledde competitors have the added
competitive advantage of a larger existing custobase. In addition, significant new competitorsidarise as a result of:

. increased consolidation and strategic alliancekerindustry;
. allowing foreign carriers to compete in the U.Srke#;

. further technological advances; and

. further deregulation and other regulatory initiagv

If Level 3 is unable to compete successfully, iisibess could be materially adversely affected.

Level 3 may be unable to successfully identify, maige and assimilate future acquisitions, investmentnd strategic alliances, which
could adversely affect Level 3's results of operains

Level 3 continually evaluates potential investmeartd strategic opportunities to expand Level 3tsvoek, enhance connectivity and
add traffic to the network. In the future, Levelndy seek additional investments, strategic alliamresimilar arrangements, which may
expose it to risks such as:

. the difficulty of identifying appropriate investmtshstrategic allies or opportunities;

. the possibility that senior management may be redub spend considerable time negotiating agretsmad monitoring
these arrangement

. the possibility that definitive agreements will ot finalized;

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

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

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

. the possibility of insolvency of a strategic ally.
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There can be no assurance that Level 3 would ssitdlysovercome these risks or any other problenmantered with these investments,
strategic alliances or similar arrangements.

Information Services
Software Spectrum relies on financial incentives,olume discounts and marketing funds from software pblishers

As part of Software Spectrum’s supply agreementls eértain publishers and distributors, Software@®mm receives substantial
incentives in the form of rebates, volume purchdiseounts, cooperative advertising funds and matkeelopment funds. Under the licens
model increasingly used by Microsoft, which becaaffective in October 2001, Software Spectrum n@éareceives these forms of financ
incentives on new enterprise-wide licensing agregmdut instead Software Spectrum is paid feesdorices performed under those
agreements. Other publishers have based theirdigancentives on specific market segments andyxts. If the Software Spectrum
business model does not continue to align withothjectives established for these incentives oofifigare publishers further change, reduc
discontinue these incentives, discounts or advegtiallowances, Software Spectrum’s business anéll®s consolidated financial results
could be materially adversely affected.

Software Spectrum is very dependent on a small nunab of vendors

A large percentage of Software Spectrum'’s salesegmesented by popular business software prodiwetsa small number of vendors.
For the year ended December 31, 2003, approxima@ly of Software Spectrum’s net software sales werared from products published
by Microsoft and IBM/ Lotus. Most of Software Speth’s contracts with vendors are terminable by eitlaetyp without cause, upon 30 to
days notice. The loss or significant change inv8afé Spectrum’s relationship with these vendordcchave a material adverse effect on
Software Spectrum’s business and Level 3's conatdifinancial results. Although Software Specthstieves the software products would
be available from other parties, Level 3 may havelitain such products on terms that would likelyeasely affect its financial results.

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

Software Spectrum’s business is sensitive to teadipg patterns of its customers, which in turnsafgject to prevailing economic and
business conditions. Due to current economic cardif there has been a decrease in spending famation technology by both existing
and potential customers over the several past ygansstomers and potential customers continugettrease their spending in this area, the
Level 3 consolidated financial results would beexdely affected. Further, sales to large corpanatltave been important to Software
Spectrum’s results, and its future results are Wéget on its continued success with such custorBates outside of the United States
accounted for approximately 33% of Software Spestsuevenue for the year ended December 31, 208fBv&e Spectrum’s future growth
and success depend on continued growth and suodessrnational markets. The success and profitgluf Software Spectrum’s
international operations are subject to numeraksrand uncertainties, including local economic labdr conditions, unexpected changes in
the regulatory environment, trade protection measand tax laws, currency exchange risks, politicsabbility and other risks of conducting
business abroad.

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

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

The desktop technology marketplace is intenselypaiitive. Software Spectrum faces competition feomide variety of sources,
including other software resellers, hardware mastufars and resellers, large system integratofsyaie publishers, contact services
providers, software suppliers, retail stores (idalg superstores), mail order, Internet and otlegadint business suppliers. Many of Leved 3’
competitors, particularly software publishers, haubstantially greater financial resources thav&ok Spectrum. Because of the intense
competition within the software channel, comparied compete in this market, including Software®pen, are characterized by low gross
and operating margins. Consequently, Software 8pats profitability is highly dependent upon effefet cost and management controls.

The market for Software Spectrum’s products and serices is characterized by rapidly changing technolgy

The market for Software Spectrum’s products andises is characterized by rapidly changing techgpl@volving industry standards
and frequent introductions of new products andisesv Software Spectrum’s future success will ddperpart on its ability to enhance
existing services, to continue to invest in rapiciyanging technology and to offer new services timaly basis. Additionally, Level 3's
business results can be adversely affected bypdiens in customer ordering patterns, the effeataf product releases and changes in
licensing programs.

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

In late 2001, Microsoft announced a change tddenking programs, whereby new enterprise-widefitey arrangements are priced,
billed and collected directly by Microsoft. SoftveaBpectrum continues to provide sales and supeniices related to these transactions and
will earn a service fee directly from Microsoft fthrese activities. Enterprise-wide licensing agreets in effect prior to October 1, 2001,
which generally have terms of three years fromddiie such agreements are signed, and Microsoft&s titensing programs were not
affected by this change. The licensing program gharave resulted in significantly lower revenuetfie Software Spectrum on the affected
transactions. For the year ended December 31, 2p@8pximately 25% of Software Spectrum’s prodates were under Microsoft
enterprise-wide licensing agreements. Software tBjats continued ability to adjust to and competeer this new model are important
factors in its future success.

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

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

Level 3's operations and properties are subjeatwide variety of laws and regulations relatingtwironmental protection, human
health and safety. These laws and regulationsdediose concerning the use and management ofdwamaand non-hazardous substances
and wastes. Level 3 has made and will continueakensignificant expenditures relating to its envimental compliance obligations. Level 3
may not at all times be in compliance with all lné$e requirements.

In connection with certain historical operationsykl 3 is a party to, or otherwise involved in,degroceedings under state and federal
law involving investigation and remediation acfie# at approximately 110 contaminated propertiesel 3 could be held liable, jointly and
severally, and without regard to fault, for suchestigation and remediation. The discovery of add#l environmental liabilities related to
historical operations or changes in existing envinental requirements could have a material adwedfeet 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 oparatjanaintenance, financial
assurance, environmental compliance, reclamatéstoration and closure requirements.

These requirements include those governing aimvaatdr 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 whitis non-compliance could require Level 3 to inmaterial costs or suspend production.
Mine reclamation costs that exceed reserves faetheatters also could require Level 3 to incur nigteosts.

General

If Level 3 is unable to comply with the restrictiors and covenants in its debt agreements, there woub@ 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 were unable to comply with the restioets and covenants in any of its debt agreemergss thiould 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 assuthatcl evel 3 would be able to make
necessary payments to the lenders or that it woelldble to find alternative financing. Even if Le8evere able to obtain alternative
financing, there can be no assurance that it wbeldn terms that are acceptable.

Level 3 has substantial debt, which may hinder itgrowth and put it at a competitive disadvantage
Level 3's substantial debt may have important cqueaces, 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 oreatable terms

. a substantial portion of Level 3's cash flow wi#t bsed to make principal and interest paymentautstanding debt,
reducing the funds that would otherwise be avadldbt operations and future business opportuni

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

. Level 3 has more debt than certain of its compesitwhich may place Level 3 at a competitive disadage; and

. substantial debt may make Level 3 more vulnerabiedownturn in business or the economy generally.

Level 3 had substantial deficiencies of earningsoteer fixed charges of approximately $384 millfonthe fiscal year ended December 31,
2004, $706 million for the fiscal year 2003, $92#lion for the fiscal year 2002 and $4.378 billitor the fiscal year 2001.

Level 3 may not be able to repay its existing debfailure to do so or refinance the debt could prevwat 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 htktyato operate its business would be
impaired. As of December 31, 2004, after giving fmwona effect to this offering, Level 3 Communicats, Inc. would have had an aggregate
of approximately $6.091 billion of long-term delst a
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consolidated basis, including current maturities] approximately $157 million of stockholders’ aefi Level 3's ability to make interest and
principal payments on its debt and borrow additidnads on favorable terms depends on the futurtopeance of the business. If Level 3
does not have enough cash flow in the future toemiaerest or principal payments on its debt, iyina required to refinance all or a part of
its debt or to raise additional capital. Level Brat assure that it will be able to refinance @btdor raise additional capital on acceptable
terms.

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

Level 3's debt and financing arrangements containraber of significant limitations that restrict &bility to, among other things:

. borrow additional money or issue guarantees;

. pay dividends or other distributions to stockhodger
. make investments;

. create liens on assets;

. sell assets;

. enter into sale-leaseback transactions;

. enter into transactions with affiliates; and

. engage in mergers or consolidations.

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

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

If Level 3 were required to restate its financiatsments as a result of a determination thatdtiheorrectly applied generally accepted
accounting principles, that restatement could asblgraffect its ability to access the capital m#sla the trading price of its securities. The
recent scrutiny regarding financial reporting his® aesulted in an increase in litigation in thee¢emmunications industry. There can be no
assurance that any such litigation against Leweb@ld not materially adversely affect its businesshe trading price of Level 3's securities.

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

As a result of the September 11, 2001, terrortacks and subsequent events, there has been aatdédencertainty in world financial
markets. The full effect on the financial marketsheese events, as well as concerns about futomerit attacks, is not yet known. They
could, however, adversely affect Level 3's abitiyobtain financing on terms acceptable to it, talka

There can be no assurance that there will not tieeuterrorist attacks against the United Statdd.8. businesses. These attacks or
armed conflicts may directly affect Level 3's ploadifacilities or those of its customers. Thesenéveould cause consumer confidence and
spending to decrease or result in increased \itfatilthe U.S. and world financial markets andremmy. Any of these occurrences could
materially adversely affect Level 3’s business.
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Level 3's international operations and investmentgxpose it to risks that could materially adverselaffect the business

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

. general economic, social and political conditions;

. the difficulty of enforcing agreements and collagtreceivables through certain foreign legal system

. tax rates in some foreign countries may exceecethothe U.S.;

. foreign currency exchange rates may fluctuate, whauld adversely affect Level 3's results of opierss and the value of
its international assets and investme

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

. difficulties and costs of compliance with foreigmws and regulations that impose restrictions oreL8%s investments and
operations, with penalties for noncompliance, idiig loss of licenses and monetary fir

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

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

Risks Related to an Investment in the Notes and LeV3’'s Common Stock

Level 3's subsidiaries must make payments to Lev8lin order for it to make payments on the notes

Level 3 Communications, Inc. is a holding comparithwo material assets other than the stock dfutssidiaries. Accordingly, Level 3
Communications, Inc. depends upon dividends, loamgher distributions from its subsidiaries to geate the funds necessary to meet its
financial obligations, including its obligationspay you as a holder of notes. Level 3 Communioatitnc.’s subsidiaries may not generate
earnings sufficient to enable it to meet its payhwdstigations. Level 3 Communications, Inc.’s suliesiies are legally distinct from it and
have no obligation to pay amounts due on its delt make funds available to it for such paymentuFe debt of certain of Level 3
Communications, Inc.’s subsidiaries, including deypt outstanding under our credit facility, maytpbit the payment of dividends or the
making of loans or advances to Level 3 Communiaatiénc. In addition, the ability of such subsigarto make such payments, loans or
advances is limited by the laws of the relevartsti which such subsidiaries are organized atémt In certain circumstances, the prior or
subsequent approval of such payments, loans onadsas required from applicable regulatory bodiesther governmental entities.

Because the notes are structurally subordinated tthe obligations of Level 3's subsidiaries, you magot be fully repaid if Level 3
becomes insolvent

Substantially all of Level 3 Communications, liscdperating assets are held directly by its subseti. Holders of any preferred stocl
any of Level 3 Communications, Inc.’s subsidiaaes creditors, including trade creditors, have wilichave claims relating to the assets of
that subsidiary that are senior to the notes. iBhalhe notes are structurally subordinated taditat, preferred stock and other obligations of
Level 3 Communications, Inc.’s subsidiaries. Ashaf date of this prospectus supplement, holdetiseofiotes have no claims to the assets of
any of Level 3 Communications, Inc.’s subsidiarigs.of December 31, 2004, on a pro forma basis gfténg pro forma effect to this
offering, Level 3 Communications, Inc.’s subsidégrivould have had approximately $2.663 billiondgragate indebtedness and other
balance sheet liabilities (excluding deferred rexgnexcluding intercompany liabilities, all of whiis structurally senior to the notes.
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Because the notes that you hold are unsecured, ymay not be fully repaid if Level 3 becomes insolven

The notes will not be secured by any of Level 3sads. The notes will be effectively junior to secliobligations incurred under future
credit facilities, including the guarantee obligats of Level 3 Communications, Inc. under our dréatiility, receivables and purchase money
indebtedness, capitalized leases and certain atremgements that are secured. The indenture wideh the notes will be issued contains
restrictions on the amount of additional indebtegn&e may incur, and the indenture restricts basdmt prohibit the amount of future
indebtedness of Level 3 Communications, Inc. (lmitits subsidiaries) that may be secured. If L&iecomes insolvent, the holders of any
secured debt would receive payments from the assetbas security before you receive payments.

Level 3 has substantial existing debt and could ime substantial additional debt, so it may be unabléo make payments on the notes

As of December 31, 2004, on a pro forma basis gfteng pro forma effect to this offering, LeveM®uld have had on a consolidated
basis approximately $6.091 billion of total indebiess, both long-term and short-term. The indestrekating to the notes and each issue of
Level 3's outstanding notes permit it to incur sabsal additional debt. A substantial level of detakes it more difficult for Level 3 to repay
you. Substantial amounts of Leve's existing debt will, and its future debt may, omat prior to the notes.

If Level 3 experiences a change of control or termation of trading, Level 3 may be unable to purchas the notes you hold as required
under the indenture relating to the notes

Upon the occurrence of certain designated eveetgll3 must make an offer to purchase all outstandotes at a purchase price equal
to 100% of the principal amount of the notes, @asrued and unpaid interest thereon (if any), plpsn the occurrence of certain changes in
control, a “make-wholepremium. Level 3 may not have sufficient funds &y the purchase price for all the notes tendereoiders seekir
to accept the offer to purchase. In addition, titenture relating to the notes and Level 3's otledat agreements may require Level 3 to
repurchase the other debt upon a change of camttermination of trading or may prohibit Levelr®ii purchasing any notes before their
stated maturity, including upon a change of cordrdermination of trading. See “Description of Bgt—Purchase at Option Holders upon a
Designated Event.”

There is no public market for the notes, which cow limit their market price or your ability to sell them

The notes are a new issue of securities for wiiehetcurrently is no trading market. As a resu#,cannot provide any assurances t
market will develop for the notes or that you vl able to sell your notes. If any of the notestiarded after their initial issuance, they may
trade at a discount from their initial offering q&i Future trading prices of the notes will dependnany factors, including prevailing intere
rates, the market for similar securities, genecahemic conditions and our financial condition,fpemance and prospects. Historically, the
market for convertible debt has been subject tnugttons that have caused substantial fluctuatioise prices of the securities. Accordingly,
you may be required to bear the financial riskmofravestment in the notes for an indefinite peédime. We do not intend to apply f
listing or quotation of the notes on any securiégshange or automated quotation system, respictive

The price of the notes may fluctuate significantlyas a result of the volatility of the price of LeveB’s common stock

Because the notes are convertible into shares\all3s common stock, price volatility, depresstatk prices and other factors
affecting our common stock could have a similaeetfon the trading price of the notes. The markieemf our common stock has been
subject to volatility and, in the future, the markece of our common stock and the notes may dlaiet substantially due to a variety of
factors, including:

. the depth and liquidity of the trading market far common stock;
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. quarterly variations in actual or anticipated opiataresults;

. changes in estimated earnings by securities asalyst

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

. regulatory actions; and

. general economic conditions.

In addition, if you convert any notes, the valuegh®f common stock you receive may fluctuate sigaitftly.

The terms of our debt agreements restrict us from mking payments with respect to our common stock

Our ability to pay cash dividends on, or repurchelssres of, our common stock is limited under #nms$ of our indentures. We do not
currently intend to pay any cash dividends in tre$eeable future.

Additional issuances of equity securities by Leved would dilute the ownership of its existing shareblders

The company may issue equity in the future in cotioe with acquisitions or strategic transacticosadjust its ratio of debt to equity,
including through repayment of outstanding debfuttd expansion of its operations or for other pggs. To the extent Level 3 issues
additional equity securities, the percentage owrprisito which the notes being offered in this affg would convert will be reduced.

Level 3 may be unable to generate cash flow from wdh to make payments on the notes

Level 3 had, on a consolidated basis, deficienaiés ratio of earnings to fixed charges of appmately $ 384 million for the fiscal
year ended December 31, 2004, approximately $70®mior the fiscal year 2003, approximately $92@lion for the fiscal year 2002 ar
approximately $4.378 hillion for the fiscal year®0 See “Ratio of Earnings to Fixed Charges.” L&salay not become profitable or sustain
profitability in the future. Accordingly, Level 3ay not have access to sufficient funds to make gaysnon the notes.

You will experience immediate dilution if you convet your notes into common stock because the per steconversion price of your
notes is higher than the net tangible book value peshare of Level 3's common stock

If you convert your notes into shares of commowlstgou will experience immediate dilution becattse per share conversion price of
your notes is higher than the net tangible booke/gler share of the outstanding common stock imabelgtiafter this offering. In additiol
you will also experience dilution when Level 3 isswadditional shares of common stock that we amified or required to issue unc
options, warrants, Level 3's stock option plan thres employee or director compensations plans.
Anti-takeover provisions in Level 3's charter and ly-laws could limit the share price and delay a chage of management

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

. divide the board of directors into three classat) members of each class to be elected in stagdhree-year terms;

. prohibit stockholder action by written consent lage of a meeting;
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. limit the right of stockholders to call special rtiegs of stockholders;
. limit the right of stockholders to present propssal nominate directors for election at annual imgstof stockholders; and

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

These provisions could limit the price that investmight be willing to pay in the future for shamdd_evel 3's common stock and
significantly impede the ability of the holderslafvel 3's common stock to change management. Romé@saind agreements that inhibit or
discourage takeover attempts could reduce the raakee of Level 3's common stock.

You may have no effective remedy against Arthur Andrsen LLP in connection with a material misstatemenor omission in any of
Level 3's financial statements audited by Arthur Ardersen LLP incorporated by reference in this prospetus supplement and the
accompanying prospectus

The consolidated financial statements of Levelr3lie year ended December 31, 2001, included ireL®'¢ Annual Report on Form
10-K for the year ended December 31, 2003, andueated by reference into this prospectus suppi¢ne the extent and for the periods
indicated in their report, have been audited bynrtAndersen LLP, independent public accountantsAQgust 31, 2002, Arthur Andersen
LLP ceased practicing before the SEC. As a regalt,may not have an effective remedy against Arfinadersen LLP in connection with a
untrue statements of a material fact containetiénfinancial statements audited by Arthur Andeilsiel? or any omissions to state a material
fact required to be stated therein. In additiorgreif you were able to assert such a claim, Arthnglersen LLP may fail or otherwise have
insufficient assets to satisfy claims made by itmesthat might arise under Federal securities lamatherwise with respect to their report.

Our credit facility may prohibit us from making pay ment on the notes

Our credit facility effectively limits our abilityo make payments on any outstanding indebtednbss ttan regularly scheduled interest
and principal payments as and when due. As a reaulcredit facility could prohibit us from makiragy payment on the notes in the event
that the notes are accelerated or tendered formatiten upon a change of control or terminationrafling. Any such failure to make payme
on the notes would cause us to default under aenitures, which in turn is likely to be a defauitier our credit facility and other
outstanding and future indebtedness.

Certain Foreign Holders may be subject to adverse 13. federal income tax considerations

Generally, if a Foreign Holder, who owned noteshweitvalue exceeding 5% of the total value of abhwf outstanding common stock
disposes of a note, such holder may be subject3ofdderal income or withholding tax on any ga&oagnized on the disposition as income
effectively connected with a U.S. trade or busiritag& were a “United States real property holdaogporation"at any time during the shor
of the five years before the disposition or thedivad period of the holder, provided that our commstotk is considered for U.S. federal
income tax purposes to be regularly traded on tabkshed securities market at the time of the agon. (If our common stock is not
considered to be regularly traded on an establiskedrities market at such time, a Foreign Holday bre subject to such tax on any gain
recognized on the disposition of a note withoutrdgo the value of the notes owned by such hglilée. may be, or may become, a United
States real property holding corporation. See ‘@entnited States Federal Income Tax Considerafireign Holders.”
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USE OF PROCEEDS

Our net proceeds from this offering will be approately $878 million after giving effect to estimdteffering expenses. We intend to
use the net proceeds from this offering for genewgborate purposes, including possible acquisiti@rorking capital, capital expenditures,
debt refinancings and debt repurchases. Pendisgititization, we intend to invest the net proceefithis offering in short-term investments.

One investor has reserved the right to terminatehtigations under the purchase agreement reltdittte notes if that investor
determines that it is precluded from purchasing@adbr regulatory reasons. In the event that thiestor makes such a determination, our net
proceeds from this offering would be approximately8 million after giving effect to estimated offeg expenses.

CAPITALIZATION

The following table sets forth the consolidateditzdization of Level 3 as of December 31, 2004 aoractual basis and on an as adjt
basis to give effect to the sale of the notes effdrereby. We have assumed for this table thaiadstors who have signed the purchase
agreement relating to the notes purchase notesir@estor has reserved the right to terminateutsipase obligations if it is precluded from
doing so for regulatory reasons. See “Use of Pageédhe financial information in the table beloashnot been audited or reviewed by our
independent accountants.

You should read this table in conjunction with LE®&s consolidated financial statements and thateel notes included in Level 3’s
Annual Report on Form 10-K for the year ended Ddzean31, 2003 and Level 3's Quarterly Reports omFd0-Q for the quarters ended
March 31, 2004, June 30, 2004 and September 3@, 20tich are incorporated by reference herein.

December 31, 2004

(unaudited, dollars in millions)

Actual As Adjusted
Cash and cash equivalel $ 445 $ 1,321
Marketable securities (includes noncurre 33¢ 33¢
Restricted cash (includes noncurre 11¢& 11¢&
Total cash and marketable securi $ 897 $ 1,77¢
Current portion of lon-term debt $ 144 $ 144
Long-term debt, less current porti $ 5,067 $ 5,067
Notes offered by this prospectus supplen — 88C
Total lon¢-term debt, less current porti 5,06 5,94
Stockholder’ deficit
Preferred stock, $.01 par value; authorized 10@shares; no shares outstanding; actual and as
adjustec — —
Common stock, $.01 par value; authorized 1,5000@@shares; 686,496,271 shares outstanding,
actual and as adjusted | 7 7
Additional paic-in capital 7,371 7,371
Accumulated other comprehensive inca 19 19
Accumulated defici (7,559 (7,559
Total stockholder deficit (157) (157)
Total capitalizatior $ 4,91 $ 5,79

(1) Excludes shares issuable upon exercise of outstgmgitions and warrants and upon conversion otandéng convertible securitie
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RATIO OF EARNINGS TO FIXED CHARGES

Our ratio of earnings to fixed charges for eacthefperiods indicated was as follows:

Fiscal Year Ended December 31,

2004 200: 200z 2001 200C

Ratio of earnings to fixed charg U —

For this ratio, earnings consist of earnings (I&&fpre income taxes, minority interest and disomgd operations, plus fixed
charges (excluding capitalized interest but inelgdamortization of capitalized interest). Fixedrges consist of interest expensed and
capitalized, plus the portion of rent expense umgerating leases deemed by us to be representdtikie interest factor. We had deficienc
of earnings to fixed charges of $384 million foe tiiscal year ended December 31, 2004, $706 mifbohe fiscal year ended December 31,
2003, $926 million for the fiscal year ended Decentil, 2002, $4.378 billion for the fiscal year edd>ecember 31, 2001, and $1.506
billion for the fiscal year ended December 31, 2000

PRICE RANGE OF OUR COMMON STOCK

The shares of Level 3 Communications, Inc. comntooksare quoted and traded on the Nasdaqg Natioaakéd under the symb
“LVLT.” Set forth below, for the applicable periodwdicated, are the high and low closing salesagriger share for Level 3's common stock
as reported by Nasdag.

Year Ending December 31, 2005 High Low

First Quarter (through February 17, 20 $3.34  $1.9C
Year Ended December 31, 2004 High Low

First Quartel $6.82  $3.7¢
Second Quarte 4.2% 2.8:
Third Quartel 3.34 2.5C
Fourth Quarte 3.9 2.61
Year Ended December 31, 2003 High Low

First Quartel $5.3:  $4.61
Second Quarte 7.4¢€ 5.22
Third Quartel 6.1t 4.4t
Fourth Quarte 5.7¢ 5.0C

DIVIDEND POLICY

Level 3's current dividend policy, in effect sinderil 1, 1998, is to retain any future earnings tige in its 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 debt covendmui paying cash dividends on shares of its comsiook.
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DESCRIPTION OF NOTES

We will issue the notes under the amended andteesitadenture dated as of July 8, 2003, betweandsThe Bank of New York, as
trustee, as supplemented by a second supplemedtadture. Copies of the indenture and second sugpital indenture referred to below are
available as set forth under “- Additional Informeai’ below. References herein to the indentureldieato the indenture as supplemented by
the second supplemental indenture.

The following is a summary of material provisiorfstee indenture and does not purport to be comp¥te should refer to all
provisions of the indenture, including the defimits of terms contained in the indenture. The tevhtke notes include those stated in the
indenture and those made part of the indenturetgyence to the Trust Indenture Act of 1939, asratad. As used in this section, the terms
the “Company,” “we,” “us” and “our” refer to Lev&@ Communications, Inc., but not any of our subsid& except for purposes of financial
data determined on a consolidated basis and uthlesontext requires otherwise.

General

The notes are convertible into shares of our comstock as described under “—Conversion Rights” welbhe notes will be limited to
$880,000,000 aggregate principal amount and witumeaon May 1, 2011, unless earlier purchased lwelL# or converted. The notes will
only be issued in denominations of $1,000 and leki of $1,000.

The notes will bear interest at the rate of 10%yer from the date of original issuance of theesointerest will be payable semi-
annually in arrears on May 1 and November 1 of gaelr, commencing November 1, 2005, to holdergodnd at the close of business on
preceding April 15 and October 15, respectively.

Interest will be computed on the basis of a 360ygkgr comprised of twelve 30-day months. In thenewé the maturity, conversion or
purchase by us at the option of the holder upoesigdated event, interest will cease to accrudempplicable notes under the terms of and
subject to the conditions of the indenture.

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

The indenture does not contain any covenants @r @itovisions to afford protection to holders df tiotes in the event of a highly
leveraged transaction or a change of control oeL8y except to the extent described under “—Pgelz Option of Holders upon a
Designated Event” below.

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

We will not pay any additional amounts on the naétesompensate any beneficial owner for any wittimg) tax imposed on payments
of principal, interest, or premium, if any, on thates.

The investors who have agreed to purchase notesusowill not be obligated to purchase the noteteuthe purchase agreement
relating to the notes unless investors purchakeat $500 million in aggregate principal amounhofes.

To the extent the issuance of the notes and threskesuable upon conversion thereof requiresppeoaal of our stockholders under
the rules of The Nasdaq Stock Market, Inc., we eothvene a special meeting of our stockholderghi@ipurpose of approving the issuance of
the notes and the shares issuable upon convelsogof. If we hold a stockholders meeting and ¢ackholders do not approve the issuance
of the notes, we will have to pay the investors Whoe agreed to purchase the notes from us a tationirfee in the aggregate amount of
$26,400,000 ($23,400,000 if one investor exerdtsasght to terminate its purchase obligationsregulatory reasons) pursuant to the terms
of the purchase agreement relating to the notes.
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Unless specifically provided otherwise, when we thigeterm “holder” in this prospectus supplementmean the person in whose name
such note is registered in the security register.

Ranking

The notes are our unsecured and unsubordinategatiblis and rank equal in right of payment withadlbur existing and future
unsubordinated indebtedness. As of December 34, 20ter giving pro forma effect to this offeringe would have had approximately
$3.840 hillion (excluding the debt of our subsidiaj outstanding in unsecured and unsubordinatiebbedness. The indenture under which
the notes will be issued contains no restrictiomshe amount of additional indebtedness we mayriridie notes will be effectively junior to
obligations incurred under our credit facility. Therrower under our credit facility is our subsigid_evel 3 Financing, Inc. We and several
other subsidiaries guarantee Level 3 Financing,drbligations under our credit facility. Our ciefdcility and these guarantees are secured
by a substantial portion of our assets and subatgnall of the assets of Level 3 Financing, laad our subsidiaries that are guarantors, and
we are required to use commercially reasonabletsffo provide additional guarantees and secumityé future. The notes also will be
effectively junior to Level 3's secured obligaticinsurred under future credit facilities, receivabblnd purchase money indebtedness and
certain other arrangements that are secured. liti@tdhe notes will be structurally subordinatedall indebtedness and other obligations of
our subsidiaries. Our subsidiaries are separate ézdities and have no obligation to pay, or miaikels available to pay, any amounts due on
the notes. As of December 31, 2004, after givirgfprma effect to this offering, our subsidiariesuld have had approximately $2.663
billion in aggregate indebtedness and other balaheet liabilities (excluding deferred revenue}, éxcluding intercompany liabilities, all of
which liabilities are structurally senior to thetes. See “Risk Factors—Because the notes that giauane unsecured, you may not be fully
repaid if Level 3 becomes insolvent,” “Risk FacteiBecause the notes are structurally subordinatéaetobligations of Level 3's
subsidiaries, you may not be fully repaid if Le@dbecomes insolvent,” and “Risk Factors—Level 3 sitsstantial existing debt and could
incur substantial additional debt, so it may behl@& make payments on the notes.”

Conversion Rights

A holder may convert a note, in integral multiptés1,000 principal amount, into 277.77 sharesomfimon stock per $1,000 principal
amount of notes (the “conversion rate”) at any tafter the earlier of (i) a “change of control” @&fined under “—Purchase at Option of
Holders upon a Designated Event”) shall have oecuand (ii) January 1, 2007 until the close of bess on April 30, 2011, unless such note
is earlier purchased by Level 3. The conversioa imsubject to adjustment as described below. fixasdescribed below, no cash payment
or other adjustment will be made on conversionmyf @otes for interest accrued thereon or for dindtteon any common stock. Our delivery
to the holder of the full number of shares of coimenon stock into which a note is convertible, thgetwith any cash payment for such
holder’s fractional shares, will be deemed to §atsir obligation to pay the principal amount oé thote and any accrued and unpaid interest.
Any accrued and unpaid interest will be deemed pafdll rather than canceled, extinguished orddegd. In addition, a holder may be
entitled to receive a make-whole premium as desdrimder “—Purchase at Option of Holders upon ddbased Event.”

As a condition to conversion of notes, a holdertndeadiver to us a certificate representing théiezitsuch holder has obtained clearance
from applicable governmental authorities undertilagt-Scott-Rodino Antitrust Improvements Act of 89as amended (or the HSR Act), or
that such holder qualifies for an exemption untlertiSR Act.

If notes are converted after a record date fonsrést payment but prior to the next interest paytndate, those notes must be
accompanied by funds equal to the interest paytakitee record holder on the next interest paymatd dn the principal amount so conver
provided, however, that no such payment need be made if (1) we bpeeified a redemption date that is after a redatd but on or prior to
the next interest payment date or (2) we have fipd@ designated event purchase date that isglatioh period. Accordingly, under those
circumstances, the holder of the converted notésati receive any interest payment for the pefiadn the next preceding interest payment
date to the date of conversion. We are not requoéssue fractional shares of common
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stock upon conversion of notes and instead witlezitat our option (i) round such fraction up te ttearest whole number of shares or (ii) pay
a cash adjustment based upon the closing salegeicghare of our common stock on the last tradaygbefore the date of conversion.

The “sale price” of our common stock on any datemsethe closing per share sale price (or if noitpsale price is reported, the
average of the bid and ask prices or, if more tvamin either case, the average of the averagarnidhe average ask prices) on such date on
the Nasdaq National Market or the principal Uni&dtes securities exchange on which our commork sédcaded or, if our common stock
not listed on a United States national or regicealrities exchange, as reported by the Nasdagr8ystby the National Quotation Bureau
Incorporated. In the absence of a quotation, wedeilermine the sale price on such basis as wadmmappropriate.

A “trading day” means a day during which tradingseturities generally occurs on the Nasdaq Natibtsaket or, if our common stock
is not listed on the Nasdaqg National Market or tonal or regional securities exchange, on the Hgsslystem or, if our common stock is not
guoted on the Nasdaq System, on the principal ottagket on which our common stock is then tradiedut common stock is not so listed,
admitted for trading or quoted, “trading day” meany business day.

A holder may exercise the right of conversion bingeing the note to be converted to the specitiffite of the conversion agent, wit|
completed notice of conversion and HSR Act Cewrifi; together with any funds that may be requiredesscribed in the third preceding
paragraph. A notice of conversion can be obtainaeh the trustee. The conversion date will be the da which the notes, the notice of
conversion and any required funds have been seedetl. A holder delivering a note for conversiofi mot be required to pay any taxes or
duties relating to the issuance or delivery of mmon stock for such conversion, but will be reggito pay any tax or duty which may be
payable relating to any transfer involved in tteuance or delivery of our common stock in a narherathan the holder of the note.
Certificates representing shares of our commorksiiit be issued or delivered only after all applide taxes and duties, if any, payable by
the holder have been paid. If a note is to be cdeséan part only, a new note or notes equal ingpal amount to the unconverted portion of
the note surrendered for conversion will be issued.

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

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

. we issue to all holders of common stock certaihtsgr warrants to purchase our common stock ate per share that is
less than the then current market price of our comstock, as defined in the indentt

. we subdivide or combine our common stock;

. we pay a cash dividend to all holders of our commstoek, or distribute shares of our capital steskdences of indebtedne

or assets, including cash and securities but eigjuights, warrants and common stock dividenddistributions specified
above;provided, howeverthat if we distribute capital stock of, or sintilguity interests in, a subsidiary or other busine
unit of ours, the conversion rate will be adjudbeded on the market value of the securities sdlmlistd relative to the
market value of our common stock, in each casedbasehe average closing sales prices of thoseitesifor the ten
consecutive trading days commencing on and inctuthe fifth trading day after the date on which-tixidend trading”
commences for such distribution on the Nasdag NatidMarket or such other national or regional exgjgaor market on
which the securities are then listed or quotec

. we or one of our subsidiaries makes a paymentsipeet of a tender offer or exchange offer for mmmon stock to the
extent that the cash and value of any another deration included in the payment per share of comstock exceeds the
current market price per share of common stockertrading day next succeeding the last date onhtienders or
exchanges may be made pursuant to such tendeclareye offer
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If we distribute cash to holders of our common ktdleen the conversion rate will be increased s ithequals the rate determined by
multiplying the conversion rate in effect on theasl date with respect to the cash distributiorisaction, (1) the numerator of which will
the current market price of a share of our comntockson the record date, and (2) the denominaterhacéh will be the same price of a share
on the record date less the per share amount afistriéution. “Current market price” means the average of thé daile prices per share of
common stock for the ten consecutive trading dayaediately preceding the earlier of the date oéiheination and the day before the “ex
date” with respect to the distribution requiringsicomputation For purpose of this paragraph, the term “ex dat&én used with respect to
any distribution, means the first date on which @ummon stock trades, regular way, on the relegachange or in the relevant market from
which the closing sale price was obtained withbetright to receive such distribution.

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

In the event of:

. any reclassification of our common stock;
. a consolidation, merger or combination involving ais
. a sale or conveyance to another person or entiéyl of substantially all of our property and asset

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

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

We may, from time to time, increase the conversaia if our board of directors has made a detertioindhat this increase would be in
our best interestsAny such determination by our board will be conolas In addition, we may increase the conversion rateiifboard of
directors deems it advisable to avoid or diminisiz emcome tax to holders of common stock resulfiogn any dividend or distribution of
stock (or rights to acquire stock) or from any evesated as such for income tax purpas@se “Certain United States Federal Income Tax
Considerations.”

We will not be required to make an adjustment an¢bnversion rate unless the adjustment would requchange of at least 1% in the
conversion rateHowever, we will carry forward any adjustments taet less than 1% of the conversion rate; providet all such carried
forward adjustments shall be made (i) as part gfsabsequent adjustment, (ii) at the time we maibtice of redemption or (iii) at the time
we notify holders of notes of a designated evéicept as described above in this section, wensilladjust the conversion rate for any
issuance of our common stock or convertible or argleable securities or rights to purchase our camstaxck or convertible or exchangee
securities.

Optional Redemption by Level 3

The notes will not be redeemable at the optionenfdl 3 prior to May 1, 2009. Beginning on that date may redeem all or any portion
of the notes, at once or over time, on not mora &tanor less than 30 days’ notice. The notes neagtleemed at the redemption prices set
forth below, plus accrued and unpaid interestnyf, o, but not including, the redemption date. ldwer, if the redemption date occurs after a
record date and on or prior to the corresponditerést payment date, we will instead make the éstgsayment, to the record holder on the
record date corresponding to such interest payateget The following prices are for notes redeemethd the 12-month period commencing
on of the years set forth below, and are expreasqubrcentages of principal amount;

Redemption Price

Year
2009 103.3%
2010 and thereaftt 101.6"%
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Selection and Notice

If less than all the notes are to be redeemedyatime, selection of notes for redemption will bade by the trustee in compliance with
the requirements of the principal national seasitxchange, if any, on which the notes are listed the notes are not so listed, on a pro
basis, by lot or by any other method that the émistonsiders fair and appropriate. The trusteesakect for redemption a portion of the
principal of any note that has a denomination latigan $1,000. Notes and portions thereof will @&geemed in the amount of $1,000 or
integral multiples of $1,000. The trustee will make selection from notes outstanding and not presly called for redemptiomrovided,
however, that if a portion of a holder’s notes are selédte partial redemption and such holder thereaftewerts a portion of such notes,
such converted portion will be deemed to be takemfthe portion selected for redemption.

Provisions of the indenture that apply to notetedafor redemption also apply to portions of théesacalled for redemptionf any note
is to be redeemed in part, the notice of redemptitirstate the portion of the principal amounta® redeemedin the event of any
redemption of less than all the notes, we will b@trequired to:

. issue or register the transfer or exchange of atg during a period of 15 days before any selecifsuch notes for
redemption, o
. register the transfer or exchange of any note lezteel for redemption, in whole or in part, exciygt unredeemed portion of

any note being redeemed in part, in which case iNexecute and the trustee will authenticate aeliver to the holder a
new note equal in principal amount to the unredeepwetion of the note surrendere

On and after the redemption date, unless we dafatlie payment of the redemption price, intereitagase to accrue on the principal
amount of the notes or portions of notes calleddédemption and for which funds have been set deideayment In the case of notes or
portions of notes redeemed on a redemption datehwialso a regularly scheduled interest paymat#, dhe interest payment due on such
date will be paid to the person in whose name tte is registered at the close of business oneflegant record date.

Sinking Fund
There is no sinking fund for the notes.

Purchase at Option of Holders upon a Designated Exée

If a designated event occurs as set forth beloah balder of notes will have the right to requigeta purchase for cash all of such
holder’s notes, or any portion of those notes ihatjual to $1,000 or a whole multiple of $1,000 tloe date specified by us that is not later
than 30 business days after the date we give notittee designated event, at a purchase price ¢gu#l0% of the principal amount of the
notes to be purchased, plus accrued and unpai@stt®, but excluding, the designated event pweldate, plus, under the circumstances
described below, a make-whole premium. If suchgiedied event purchase date is after a record datentor prior to an interest payment
date, however, then the interest payable on suehvall be paid to the person in whose name the imtegistered at the close of business on
the relevant record date.

If a change of control described in the secondhind thullet point of the definition of change ofrtml set forth below occurs, we will
pay a make-whole premium to the holders of theqmt@ddition to the purchase price of the notetherdesignated event purchase date
provided, however, we will not pay a make-whole premium if a change
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of control described in the third bullet point betdefinition of change of control occurs and astéd0% of the consideration (excluding cash
payments for fractional shares) in the transaatiotmansactions constituting the change of cortouisists of shares of common stock that are,
or upon issuance will be, traded on the New YodcEtExchange or the American Stock Exchange oreglioh the Nasdaq National Market
and as a result of such transaction or transactimaotes become convertible solely into such comstock and other consideration payable
in such transaction or transactions. The make-wpemium will also be paid on the designated epeinthase date to holders of the notes
who convert their notes into common stock on cerafte date on which we have given a notice thaters of notes of the occurrence of the
designated event and on or before the designatst purchase date.

The make-whole premium will be determined by rafieeeto the table below and is based on the daveharh the change of control
becomes effective (the “effective date”) and thieg(the “stock price”) paid per share of our conmstock in the transaction constituting the
change of control. If holders of our common stoegeive only cash in the transaction, the stockemslhwall be the cash amount paid per share
of our common stock. Otherwise, the stock pricél ffeaequal to the average closing sale price paresof our common stock over the five
trading-day period ending on the trading day imratady preceding the effective date.

The following table shows what the make-whole prems would be for each hypothetical stock price effiective date set forth below,
expressed as a percentage of the principal amaéuin¢ motes.

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

Effective Date

Stock Price on 5/1/05 5/1/0€ 5/1/07 5/1/0¢ 5/1/0¢ 5/1/1C 5/1/11
Effective Date or before

$2.25 0.C% 0.C% 0.C% 0.C% 0.C% 0.C% 0.C%
$2.50 54 34 1.1 0.C 0.C 0.C 0.C
$2.75 9.6 7.€ 4.8 1.t 0.C 0.C 0.C
$3.00 14.7 12.1 8.6 4.8 0.C 0.C 0.C
$4.00 24.4 21.C 16.€ 11.c 0.C 0.C 0.C
$5.00 19.€ 15.¢ 11.4 5.7 0.C 0.C 0.C
$6.00 16.2 12.4 8.1 3.C 0.C 0.C 0.C
$7.00 13.7 10.C 5.9 1.7 0.C 0.C 0.C
$8.00 11.¢€ 8.4 4.€ 1.2 0.C 0.C 0.C
$9.00 10.€ 7.2 3.6 1.1 0.C 0.C 0.C
$10.00 9.7 6.t 34 1.2 0.C 0.C 0.C
$50.00 9.7 6.t 34 1.2 0.C 0.C 0.C

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

. if the actual stock price on the effective datbesween two stock prices on the table or the aetffattive date is between
two effective dates on the table, the make-whoderpum will be determined by a straight-line intdgimn between the
make-whole premiums set forth for the two stockegsiand the two effective dates on the table based360-day year, as
applicablejprovided, however, that if the actual effective date is prior to MBy2005, the actual effective date will be
deemed to be May 1, 20C

. if the stock price on the effective date exceedx @b per share (subject to adjustment as deschéledv), no make-whole
premium will be paid
. if the stock price on the effective date is lesmtbr equal to $2.25 per share (subject to adjugtasedescribed below), no

make-whole premium will be paic

The stock prices set forth in the first columniué table above will be adjusted as of any date lniciwthe conversion rate of the note
adjusted. The adjusted stock prices will equaktioek prices applicable immediately prior to sudjuatment multiplied by a fraction, the
numerator of which is the conversion rate immedijgteior to the adjustment giving rise to the stqelce adjustment and the denominator of
which is the conversion rate as so adjusted.
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We will pay, at our option, the make-whole premiimtash, shares of our common stock or the sanme dbiconsideration used to pay
for the shares of our common stock in connectidh thie transaction constituting the change of adntr

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

In addition, our right to pay the make-whole premiin shares of our common stock is subject to atisfying various conditions,
including:
. listing such common stock on the Nasdaqg Nationalkigteor, if not so listed, on the principal Unit8tates securities
exchange on which our common stock is then lis

. the registration of the common stock under the Beesi Act and the Securities Exchange Act of 198lamended (the
“Exchange A("), if required; anc

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

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

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

. securities that are traded on a United Statesmaltgecurities exchange or approved for quotatiothe Nasdag National
Market or any similar system of automated dissetionaof quotations of securities prices will be wadl based on the

average closing price or last sale price, as apiplk; over the ten trading-day period ending ortrthding day immediately
preceding the designated event purchase

. other securities, assets or property (other thah)aaill be valued based on 98% of the averagbefair market value of

such securities, assets or property (other tham) @ssdetermined by an independent nationally neized investment bank
selected by us; ar

. 100% of any cash.

Within 20 days after the occurrence of a designatesht, we are required to give notice to all haddsf record of notes, as provided in
the indenture, stating among other things, (1)otturrence of a designated event and of theirtisgyburchase right and (2) if a make-whole
premium is payable, whether we will pay the make\@lpremium in cash, shares of our common sto¢ke@same form of consideration
used to pay for the shares of our common stockimection with the transaction constituting thergfeof control. We must also deliver a
copy of our notice to the trustee.
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In order to exercise the purchase right upon egdeséd event, a holder must deliver prior to th&gigated event purchase date a
designated event purchase notice stating among thiings:

. if certificated notes have been issued, the ceatié numbers of the notes to be delivered for @mseh
. the portion of the principal amount of notes topbiechased, in integral multiples of $1,000; and

. that the notes are to be purchased by us pursu#me applicable provisions of the notes and tdernture.

A holder may withdraw any designated event purcinasiee by a written notice of withdrawal deliveredthe paying agent prior to the
close of business on the business day prior tdélsegnated event purchase date. The notice of kaithel must state:

. the principal amount of the withdrawn notes;
. if certificated notes have been issued, the ceati&§ numbers of the withdrawn notes; and
. the principal amount, if any, of the notes whichaéns subject to the designated event purchaseenoti

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

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

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

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

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

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

. any “person” or “group” (as such terms are usefiéntions 13(d) and 14(d) of the Exchange Act orsarggessor provisions
to either of the foregoing), including any groupirag for the purpose of acquiring, holding, votioigdisposing of securities
within the meaning of Rule 13d-5(b)(1) under thettange Act, other than any one or more of the ReschHolders,
becomes the “beneficial owner”(as defined in R8d-B under the Exchange Act, except that a persibbhevdeemed to
have “beneficial ownership” of all shares that aogh person has the right to acquire, whether egbhis exercisable
immediately or only after the passage of time)edly or indirectly, of 35% or more of tt
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total voting power of the Voting Stock of Level &lfer than as a result of any merger, share exeharamnsfer of assets or
similar transaction solely for the purpose of chagg@ur jurisdiction of incorporation and resultimga reclassification,
conversion or exchange of outstanding shares ofitmmstock solely into shares of common stock ofstiwiving entity);
provided, howeve, that the Permitted Holders are the “beneficiaherg” (as defined in Rule 13d-3 under the Exchakgie
except that a person will be deemed to have “beiaéfownership” of all shares that any such pefsasmthe right to acquire,
whether such right is exercisable immediately dy after the passage of time), directly or indihgcin the aggregate of a
lesser percentage of the total voting power oftbeng Stock of Level 3 than such other personroug (for purposes of this
bullet point, such person or group shall be deetndsneficially own any Voting Stock of a corpoaoati(the “specified
corporation”) held by any other corporation (thargnt corporation”) so long as such person or gtmneficially owns,
directly or indirectly, in the aggregate a majoufiythe total voting power of the Voting Stock afch parent corporation);

. (1) any “person” or “group” (as such terms are use8ections 13(d) and 14(d) of the Exchange Actror successor
provisions to either of the foregoing), includingyagroup acting for the purpose of acquiring, hadgivoting or disposing of
securities within the meaning of Rule 13d-5(b)(tjler the Exchange Act becomes the “beneficial oiMeer defined in Ru
13d-3 under the Exchange Act, except that a persibbe deemed to have “beneficial ownership” dfslares that any such
person has the right to acquire, whether such rigéxercisable immediately or only after the pgesaf time), directly or
indirectly, of a majority of the total voting powef the Voting Stock of Level 3 (other than as suteof any merger, share
exchange, transfer of assets or similar transastidely for the purpose of changing our jurisdiotaf incorporation and
resulting in a reclassification, conversion or exafpe of outstanding shares of common stock satédyshares of common
stock of the surviving entity) and (2) a terminatinf trading shall have occurred,;

. our consolidation or merger with or into any otperson, any merger of another person into us, ysale, transfer,
assignment, lease, conveyance or other disposdticettly or indirectly, of all or substantiallylahe assets of Level 3 and
subsidiaries, considered as a whole (other thaspmsition of such assets as an entirety or viltied an entirety to a wholly
owned subsidiary or one or more Permitted Holdghg)l have occurred, other th

(1) any transaction (a) that does not result inraajassification, conversion, exchange or cantietlaof outstanding
shares of our capital stock and (b) pursuant telwhblders of our capital stock immediately priothe transaction
are entitled to exercise, directly or indirectl¥)9b or more of the total voting power of all shaoésapital stock
entitled to vote generally in the election of diges of the continuing or surviving person immeelipiafter the
transaction; o

(2) any merger, share exchange, transfer of agsstmilar transaction solely for the purpose admging our jurisdiction
of incorporation and resulting in a reclassificatioonversion or exchange of outstanding sharesmimon stock
solely into shares of common stock of the survivendjty; or

. during any period of two consecutive years, indirld who at the beginning of such period constittite board of directors
of Level 3 (together with any new directors whokee#on or appointment by such board or whose nation for election b
the shareholders of Level 3 was approved by aafotemajority of the directors then still in offieeho were either directors
at the beginning of such period or whose electionamination for election was previously so appa)veease for any reas
to constitute a majority of the board of directofd.evel 3 then in office; o

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

“Permitted Holders” means the members of LevelBard of Directors on April 28, 1998, and theirpgestive estates, spouses,
ancestors, and lineal descendants, the legal esgadives of any of the foregoing and the trustéesy bona fide trusts of which the
foregoing are the sole beneficiaries or the grantmrany person of which the foregoing “beneflgialwns” (as defined in Rule 13d-3 under
the Exchange Act) at least 66.67% of the totalngppower of the Voting Stock of such person.
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“Voting Stock” of any person means Capital Stoclsath person which ordinarily has voting powertfar election of directors (or
persons performing similar functions) of such parsehether at all times or only for so long as anisr class of securities has such voting
power by reason of any contingency.

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

The definition of change of control includes a @eraelating to the sale, assignment, lease, traosf®mnveyance of “all or substantially
all” of our assets or our assets and those of wosidiaries taken as a wholélthough there is a developing body of case lawrinteting the
phrase “substantially all,” there is no preciseblshed definition of the phrase under applicdde. Accordingly, the ability of a holder of
notes to require us to repurchase notes as a tFsubiale, assignment, transfer, lease, or comoeyaf less than all of our assets and those of
our subsidiaries may be uncertain.

A “termination of trading” will be deemed to haveonirred if our common stock (or other common stiodd which the notes are then
convertible) is neither listed for trading on a Un&tional securities exchange nor approved fairigaon the Nasdaqg National Market.

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

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

promptly.

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

Limitation on Liens

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

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

“Specified Indebtedness” means (A) Level 3's 9.125éfior Notes due 2008, 11% Senior Notes due 2(DB% Senior Discount
Notes due 2008, 10.75% Senior Euro Notes due 200875% Senior Discount Notes due 2010, 11.25%d8&niro Notes due 2010, 11.2!
Senior Notes due 2010, 2.875% Convertible Senideddue 2010, 6.0% Convertible Subordinated Nates2@09, 6.0% Convertible
Subordinated Notes due 2010 and 5.25% Convertiahéo Notes due 2011, and (B) any indebtednedseo€bmpany for borrowed money
that (i) is in the
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form of, or represented by, bonds, notes, debesiturether securities or any guarantee thereo&(dttan promissory notes or similar
evidence of indebtedness under bank loans, reirabast agreements, receivables facilities or othakhinsurance or other institutional
financing agreements under section 4(2) of the @éxs1Act or any guarantee thereof) and (i) ispmy be, quoted, listed or purchased and
sold on any stock exchange, automated securiidgty system or over-the-counter or other secaritiarket (including, without prejudice to
the generality of the foregoing, the market forusiies eligible for resale pursuant to Rule 144#der the Securities Act). For the avoidance
of doubt, “Specified Indebtedness” shall not inéuddebtedness among the Company or its subsisliariamong subsidiaries.

The foregoing restrictions shall not apply to:L{#@ns to secure Acquired Debt, provided that (@hsuien attaches to the acquired
property prior to the time of the acquisition oEbliproperty and (b) such Lien does not extend twwer any other property; and (ii) Liens to
secure debt incurred to refinance, in whole orart,ebt secured by any Lien referred to in thedoing clause (i) or this clause (ii) so long
as such Lien does not extend to any other progetitner than improvements and accessions to theatigroperty) and the principal amount
of debt so secured is not increased.

“Acquired Debt” means, with respect to any spedifierson, (i) debt of any other person existingpattime such person merges with or
into or consolidates with such specified person @hdebt secured by a Lien encumbering any priypgequired by such specified person,
which debt in each case was not incurred in arat@mp of, and was outstanding prior to, such mergamsolidation or acquisition.

Merger and Consolidation

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

. either (i) we shall be the surviving or continuic@yporation or (ii) the entity or person formeddyysurviving any such
consolidation, merger or share exchange (if othan wis) or the entity or person which acquiresag, @assignment, transfer,
lease, conveyance or other disposition our progeethd assets substantially as an entirety (xyds@oration organized and
validly existing under the laws of the United Stateny State thereof or the District of Columbid &) assumes the due and
punctual payment of the principal of, premium,riffaand interest on all the notes and the perfoomafi each of our
covenants under the notes and the indenture pursuarsupplemental indenture in a form reasonsalisfactory to the

trustee;
. immediately after such transaction no default amewf default exists; and
. we or such successor person shall have deliverdetivustee an officers’ certificate and an opindd counsel, each stating

that such transaction and the supplemental inderimply with the indenture and that all conditipnscedent in the
indenture relating to such transaction have betsfigal.

For purposes of the foregoing, the transfer (bgdeassignment, sale or otherwise, in a singlesa@ion or series of transactions) of all
or substantially all of the properties or assetsraf or more of our subsidiaries, the capital stfakhich individually or in the aggregate
constitutes all or substantially all of our projpestand assets, will be deemed to be the tranbfdl ar substantially all of our properties and
assets.

Upon any such consolidation, merger, share exchaadge, assignment, conveyance, lease, transtgher disposition in accordance
with the foregoing, the successor person formesumh consolidation or share exchange or into whielare merged or to which such sale,
assignment, conveyance, lease, transfer or othposition is made will succeed to, and be substitér, and may exercise our right and
power, under the indenture with the same effedftthe successor had been named as us in the ingeaind thereafter (except in the case
lease) the predecessor corporation will be reliefeall further obligations and covenants underittieenture and the notes.
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Events of Default and Remedies
An event of default is defined in the indenturédamg:
(1) default in payment of the principal of, or piem, if any, on the notes;
(2) default for 30 days in payment of any instalirnef interest on the notes, including additiomaérest;

(3) default in the payment of the designated epagtnent in respect of the notes on the date fdr pagment or
failure to provide timely notice of a designate@ ety

(4) default by us for 60 days after notice in ths@rvance or performance of any other covenaritgeimdenture;

(5) default under any credit agreement, mortgaggenture or instrument under which there may heeg®r by
which there may be secured or evidenced any indabss for money borrowed by us or any of our maltetibsidiaries (c
the payment of which is guaranteed or secured loy asy of our subsidiaries), which default

. is caused by a failure to pay when due any prin@pauch indebtedness within the grace period ioexy for in
such indebtedness, which failure continues beyoiydaaplicable grace period,

. results in the acceleration of such indebtednéss far its express maturity, without such acceierabeing
rescinded or annulle

and, in each case, the principal amount of suchbtetiness, together with the principal amount gfather such
indebtedness under which there is a payment dedatlie maturity of which has been so acceleratgdregates $25.0
million or its foreign currency equivalent or mard such payment default is not cured or such aa@n is not annulled
within 10 days after notice;

(6) failure by us or any of our material subsidiarto pay final, nonappealable judgments (other &mgy judgment as
to which a reputable insurance company has accéypitd@dbility) aggregating in excess of $25.0 hah or its foreign
currency equivalent, which judgments are not stapedded or discharged within 60 days after thefrye or

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

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

Holders of the notes may not enforce the indemutbe notes except as provided in the indenturieolder of a note will have the right
to begin any proceeding with respect to the indendu for any remedy only if:

. such holder has previously given the trustee writtetice of a continuing event of default;
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. the holders of at least 25% in aggregate prin@pabunt of the notes have made a written requesinof pffered reasonable
indemnification to, the trustee to begin such peateg;

. the trustee has not started such proceeding wahidays after receiving the request; and

. the trustee has not received directions incondgistéh such request from the holders of a majdntaggregate principal
amount of the notes during those 30 di

Subject to the provisions of the indenture relatm¢he duties of the trustee, the trustee is undesbligation to exercise any of its rig|
or powers under the indenture at the request, ardéirection of any of the holders, unless suchléis have offered to the trustee security or
an indemnity satisfactory to it against any cospemse or liability. Subject to all provisions betindenture and applicable law, the holders of
a majority in aggregate principal amount of thentbaetstanding notes have the right to direct thetimethod and place of conducting any
proceeding for any remedy available to the trustesxercising any trust or power conferred on thstee. If a default or event of default
occurs and is continuing and is known to the tristiee indenture requires the trustee to mail &@aif default or event of default to each
holder within 90 days of the occurrence of suctadifor event of default. However, the trustee méfhold from the holders notice of any
continuing default or event of default (except éad# or event of default in the payment of priradipf, premium, if any, or interest on the
notes) if it determines in good faith that withhialgl notice is in their interest. The holders of ajonity in aggregate principal amount of the
notes then outstanding by notice to the trustee masgind any acceleration of the notes and itsexqunances if all existing events of default
(other than the nonpayment of principal of, premiifrany, and interest on the notes that has beatmesolely by virtue of such accelerati
have been cured or waived and if the rescissiondvoot conflict with any judgment or decree of aourt of competent jurisdiction. No su
rescission will affect any subsequent default @mgwf default or impair any right consequent there

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

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

We are required to deliver to the trustee annumbyatement regarding compliance with the inderdacewe are required, upon
becoming aware of any default or event of defaalteliver to the trustee a statement specifyirdhslefault or event of default.

Form of Notes
The notes initially will be represented by one arennotes in definitive form, without interest cong.
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Amendment,Supplement and Waiver

Except as provided in the next two succeeding papdg, the indenture or the notes may be amendsupptemented with the consent
of the holders of at least a majority in aggregmtecipal amount of the notes then outstandingldidiog consents obtained in connection v
a tender offer or exchange offer for notes), andexisting default or compliance with any provisiofithe indenture or the notes may be
waived with the consent of the holders of a majdritaggregate principal amount of the then outditamnnotes (including consents obtained
in connection with a tender offer or exchange offemotes).

Without the consent of each holder affected, anraiment or waiver may not (with respect to any nbild by a non-consenting
holder):

. reduce the principal amount of notes whose holderst consent to an amendment, supplement or waiver;

. reduce the principal of or change the fixed magusftany note or alter the provisions with resgedhe redemption or
mandatory repurchase of the nof

. reduce the rate of, or change the time for payragnhterest on any notes;

. waive a default or event of default in the paymantrincipal of or premium, if any, or interest the notes (except a

rescission of acceleration of the notes by thedrsldf at least a majority in aggregate principabant of the notes and a
waiver of the payment default that resulted frorohsacceleration

. change the coin or currency of payment of princgdapremium, if any, or interest on any note;

. make any change in the provisions of the indenteiaging to waivers of past defaults or the righitbiolders of notes to
receive payments of principal of, premium, if aayjnterest on the note

. waive a redemption or mandatory repurchase paymigmtrespect to any note;

. except as permitted by the indenture, increasedhgersion price or, other than as set forth instineceeding paragraph,
modify the provisions of the indenture relatingctimversion of the notes in a manner adverse thdlders; ol

. make any adverse change to the abilities of holoien®tes to enforce their rights under the indentu

Notwithstanding the foregoing, without the consefndny holder of notes, we and the trustee may dmesupplement the indenture or
the notes to:

. cure any ambiguity, defect or inconsistency or maig other changes in the provisions of the indentthich we and the
trustee may deem necessary or desirable, provigdgdamendment does not adversely affect the n

. provide for uncertificated notes in addition toimiplace of certificated notes or to provide foater notes;

. provide for the assumption of our obligations tddieos of notes in the circumstances required utidemdenture as
described unde‘—Merger and Consolidatic’;

. provide for conversion rights of holders of noteseértain events such as our consolidation or mengthe sale of all or

substantially all of our asse’
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. reduce the conversion price;

. evidence and provide for the acceptance of theiappent under the indenture of a successor trustee;

. make any change that would provide any additioighls or benefits to the holders of notes or thesdnot adversely affect
the legal rights under the indenture of any sudddro

. comply with requirements of the SEC in order teeffor maintain the qualification of the indenturaler the Trust
Indenture Act of 1939, as amended

. to secure the notes.

Satisfaction and Discharge

We may discharge our obligations under the indentexcluding certain obligations, such as the @bty to make principal and inter
payments in respect of the notes and to issue canstock upon conversion of the notes) while notesain outstanding if:

. all outstanding notes will become due and payatilkeedr scheduled maturity within one year, or

. all outstanding notes are scheduled for redemptitinin one year or are delivered to the trusteecfimrversion in accordan
with the indenture

and, in either case, we have

. deposited with the trustee an amount sufficieqtap and discharge all outstanding notes on theafdteeir scheduled
maturity or the scheduled date of redemption,
. paid all other sums then payable by us under tteniture.

GoverningLaw

The indenture will provide that the notes will bevgrned by, and construed in accordance with,aws bf the State of New York
without giving effect to applicable principles ardflicts of law.

Transfer and Exchange

A holder may transfer or exchange notes in acca@avith the indenture. The registrar and the teustay require a holder, among
other things, to furnish appropriate endorsememdsteaansfer documents, and we may require a hoddeay any taxes and fees required by
law or permitted by the indenture. We are not regflito transfer or exchange any note selectecefiemption or repurchase or surrendered
for conversion. Also, we are not required to transir exchange any note for a period of 15 daysrbed selection of notes to be redeemed.

We have not applied and do not intend to applytHerlisting of the notes on any securities exchange

Reports

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

The indenture will provide that, except during tomtinuance of an event of default, the trusteépeitform only such duties as are
specifically set forth in the indenture. In casesaent of default shall occur (and shall not beedyiand holders of the notes have notified the
trustee, the trustee will be required to exerdis@odwers with the degree of care and skill ofpnt person in the conduct of such person’s
own affairs. Subject to such provisions, the treisseunder no obligation to exercise any of ithisgor powers under the indenture at the
request of any of the holders of notes, unless sheyl have offered to the trustee security anénmuity satisfactory to it.

The indenture will contain certain limitations dretrights of the trustee, should it become ouritwgdo obtain payment of claims in
certain cases or to realize on certain propertgived in respect of any such claim as securitytioervise. The trustee will be permitted to
engage in other transactiomgpvided, howevethat if it acquires any conflicting interest, it stieliminate such conflict or resign.

No Recourse Against Others

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

Resale Registration Rights

We have agreed with one investor to file, withindBys after the issuance of the notes, at our egpenshelf registration statement v
respect to the resale by that investor of notesctmmon stock issuable upon conversion of thesrante other of our securities beneficially
owned by that investor, and to use our reasonaddediforts to have the shelf registration statdrdenlared effective.

Additional Information

Anyone who purchases notes pursuant to this praspeapplement may obtain a copy of the indentndethe supplemental indenture
without charge by writing to:

Senior Vice President, Investor Relations
Level 3 Communications, Inc.

1025 Eldorado Boulevard

Broomfield, CO 80021

Tel: (720) 888-2500
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

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

does not purport to be a complete analysis ohallpotential tax considerations that may be reletaholders in light of
their particular circumstances or discuss the efféany applicable state, local, foreign or otteer laws;

is based on the provisions of the Internal Reveto@e of 1986, as amended (the “Cod@&tgasury Regulations promulga
thereunder, published rulings and procedures ofrtteznal Revenue Service (the “IRS”) and judidatisions, all as in
effect on the date of this prospectus supplemeshiafirof which are subject to change at any tinussibly with retroactive
effect;

deals only with holders that will hold the notesl@ommon stock as “capital assets” within the neguof Section 1221 of
the Code

does not address tax considerations applicablevestors that may be subject to special tax relesh as partnerships and
other pass-through entities, banks, tax-exemptizgdons, insurance companies, dealers or tradesscurities or
currencies or persons that will hold the notesamnmon stock as a position in a hedging transactgirgddle”or conversior
transaction for tax purposes or persons deemeglltthe notes or common stock under the constracale provisions of the
Code; anc

discusses only the tax considerations applicablleetdnitial purchasers of the notes who purchsenbtes pursuant to, and
at the offering price on the cover of, this progpesupplement and does not discuss the tax consimes applicable to
subsequent purchasers of the nc

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

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

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

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

a corporation or other entity taxable as a corpamatreated or organized in or under the laws eflilnited States or any
political subdivision thereo

an estate, the income of which is subject to Un8tdes federal income tax regardless of its source

a trust, if a United States court can exercise @nnsupervision over the administration of thettarsed one or more United
States persons can control all substantial trussims, or, if the trust was in existence on Augis 1996, and has elected
to continue to be treated as a United States peos:

a person whose worldwide income or gain is othexsishject to United States federal income tax natancome basis.

A “Foreign Holder” is any beneficial owner of thetes or common stock that is not a United Statddéfo

S-38



United States Holders
Interest

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

Sale, Exchange or Redemption of the Notes

Upon the sale, exchange or redemption of a ndimited States Holder generally will recognize calpgiain or loss equal to the
difference between (1) the amount of cash procaadshe fair market value of any property receivrdhe sale, exchange or redemption
(except to the extent such amount is attributadbkectrued interest not previously included in inepmhich is taxable as ordinary income)
and (2) such United States Holder’s adjusted taxsha the note.

The deductibility of capital losses is subjectitifations. Any capital gain or loss recognizedabynited States Holder will be long-
term capital gain or loss if the notes were heldhfiore than one year. Long term capital gain ofa-oorporate United States Holder is
eligible for a reduced rate of tax. A United Statedder’s adjusted tax basis in a note generallyegual the cost of the note to such United
States Holder plus the amount, if any, includesh@ome on an adjustment to the conversion rateehbtes, as described in “—Adjustments
to Conversion Rate” below.

Adjustments to Conversion R

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

Conversion of the Notes

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

If a United States Holder receives a combinationwfcommon stock and cash or other property uporearsion (and such cash is not
merely received in lieu of a fractional share afncoon stock), the holder will generally be requitedecognize gain in an amount equal tc
lesser of (i) the cash payment or the value of sitbbr property (less the amount attributable taed and unpaid interest) or (ii) the excess
of the fair market value of the common stock oher¢ash payment or such other property (exclusihedyamount attributable to accrued
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and unpaid interest) received upon conversion thesholder’s adjusted tax basis in the notes. Tdigehn generally will not be able to
recognize any loss. The holder’s tax basis in ttraraon stock received will be the same as the h@ldi@x basis in the note, increased by the
amount of gain recognized, if any, and reducechieyamount of the cash payment or the value of tiver groperty received (less the amount
attributable to accrued and unpaid interest).

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

Distributions on Common Sto

Distributions, if any, paid or deemed paid on tbenmon stock (or deemed distributions on the nadedeacribed above under “—
Adjustments to Conversion Rate”) generally willtbeated as dividends and includable in the incofreeldnited States Holder as ordinary
income to the extent of the Level 3’s current aruanulated earnings and profits as determined foredrStates federal income tax purposes.
Dividends paid to United States Holders that adéviduals are currently taxed at the rates apple#édlong-term capital gains if the holder
meets certain holding period and other requirem@itddends paid to United States Holders thatldméed States corporations may qualify
for the dividends received deduction if the holaferets certain holding period and other requirem@itdributions on shares of common
stock that exceed the current and accumulatedregriaind profits of Level 3 will be treated firstaagon-taxable return of capital, reducing
the holder’s basis in the shares of common stoak. fich distributions in excess of the holder'sdasthe shares of common stock
generally will be treated as capital gain from k& s& exchange of such stock.

Sale or Exchange of Common Stock

Upon the sale or exchange of common stock, a USitates Holder generally will recognize capitahgai loss equal to the difference
between (1) the amount of cash and the fair maskiele of any property received upon the sale ohamge and (2) such United States
Holder’s adjusted tax basis in the common stocle Adider’s adjusted tax basis in the common steckived upon conversion will be
determined in the manner described above under “av@sion of the Notes.” The deductibility of capitzsses is subject to limitations. Any
capital gain or loss recognized by a holder willdrgg-term capital gain or loss if the common staas held for more than one year. Long-
term capital gain of a non-corporate United Statekler is eligible for a reduced rate of tax.

Foreign Holders
Interest
Payments of interest on a note to a Foreign Haldiénot be subject to United States federal witldireg tax provided that:

(1) the Foreign Holder does not actually or coritively own 10% or more of the total combined vgtipower of all classes
of stock of Level 3 entitled to vote (treating, frch purpose, notes held by a Foreign Holder @isdpdeen converted into
common stock of Level 3);

(2) the Foreign Holder is not a controlled foregmporation that is related to Level 3 through ktoanership; and
(3) the Foreign Holder of the note, under penaltiggerjury, provides Level 3 or its agent withitsme and address and
certifies that it is not a United States person.
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For purposes of this summary, we refer to this gtem of interest from United States federal witlthiog tax as the “Portfolio Interest
Exemption.” The certification described in clau8gdbove may also be provided by a qualified intdiary on behalf of one or more Foreign
Holders or other intermediaries, provided that smtérmediary has entered into a withholding agreetmvith the IRS and certain other
conditions are met. The gross amount of paymerdasRoreign Holder of interest that does not qudbfythe Portfolio Interest Exemption and
that is not effectively connected to a United Stdtade or business of that Foreign Holder wilsbbject to United States federal withholding
tax at the rate of 30%, unless a United Stategmectax treaty applies to eliminate or reduce suithhelding.

A Foreign Holder generally will be subject to taxthe same manner as a United States Holder wdgieot to payments of interest if
such payments are effectively connected with threloot of a trade or business by the Foreign Hdld#re United States and, if an applice
tax treaty so provides, such payment is attribetédla permanent establishment maintained in theedStates by such Foreign Holder. Such
effectively connected income received by a Foréigider that is a corporation may in certain circtanses be subject to an additional
“branch profits” tax at a 30% rate or, if applicabh lower treaty rate. Foreign Holders should glirteeir own tax advisors regarding any
applicable income tax treaties. To claim the berdfa tax treaty or to claim exemption from witldiog because the interest income is
effectively connected with a United States tradbuminess, the Foreign Holder must provide a ptpmxecuted Form W-8BEN or W-8ECI,
as applicable, prior to the payment of interest.

Sale, Exchange or Redemption of the Notes

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

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

(2) the gain is effectively connected with the cocittbf a trade or business of the Foreign Holdeh@nUnited States and, if
an applicable tax treaty so provides, such gaattigbutable to an office or other permanent eighbtent maintained in the United
States by such Foreign Holder; or

(3) (@) Level 3 is or has been a United Statespemderty holding corporation (“USRPHC”) for Unit&lates federal income
tax purposes at any time during the shorter ofitleeyear period preceding the date of the dispmsior the Foreign Holder’s
holding period, and (b) the value of the notes ahmg the holder on the date of their acquisitiomire than 5% of the total value
of our common stock on that dapgpvided thaffor federal income tax purposes our common stockisidered to be regularly
traded on an established securities market (intwtise the gain will be treated as effectively emted income as described in
above).

We may be, or may become, a USRPHC. In generakll3will be treated as a USRPHC if the fair mankalue of its United States r
property interests equals or exceeds 50% of ta fimit market value of its United States and nanitétl States real property and its other
assets used or held for use in a trade or busikéfestively connected income (or income treateéféectively connected) attributable to gain
realized on the sale or exchange of the notes giyerill be taxed to a Foreign Holder in the samanner as to a United States Holder, a
received by a Foreign Holder that is a corporati@y in certain circumstances be subject to an iaddit “branch profits'tax at a 30% rate ¢
if applicable, a lower treaty rate.

Conversion of the Notes

In general, no United States federal income tawititholding tax will be imposed upon the conversajra note into common stock by
Foreign Holder except (1) to the extent the comstork is considered attributable to accrued interespreviously included in income,
which may be taxable under the rules set forth-riterest,” or (2) with respect to the receipt atk by Foreign Holders upon conversion of
a note where any of the conditions described in(@)or (3) above under “—Sale, Exchange or Rediempf the Notes” is satisfied.
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Sale or Exchange of Common Stock

A Foreign Holder generally will not be subject toitéd States federal income tax or withholdingaaxhe sale or exchange of comn
stock unless (1) either of the conditions describgd) or (2) above under “—Sale, Exchange or Rgateon of the Notesare satisfied, or (-
(@) Level 3 is or has been a USRPHC at any timkimithe shorter of the five-year period precedinghsdisposition or such Foreign Holder’'s
holding period and (b) (i) our stock is not cons@tketo be regularly traded at the time of the salexchange, or (i) the class of stock dispt
of is regularly traded on an established securtiasket within the meaning of Section 897(c)(3jhe Code, only a Foreign Holder of such
class who holds or held actually or constructivalyany time during the shorter of the five-yeatiqukpreceding the date of disposition or the
Foreign Holder’s holding period, more than 5% adffsalass of stock. The common stock is currentyialy traded on an established
securities market. For purposes of the ownerslsipdescribed above, a Foreign Holder of notesheiltonsidered as constructively owning
the common stock into which such notes are corblertRegardless of whether a disposition of comstonk is taxable to the seller pursuant
to the rules regarding USRPHCs, the withholdinginesments of Section 1445 of the Code generallynait be applicable to a purchaser of
the common stock or a financial intermediary inealyn any such transaction if our stock is regylardded.

Distributions on Common Stock

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

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

Contingent Payments

In certain circumstances, we may be obligated jyohmders amounts in excess of stated interespandipal payable on the notes. Our
obligation to make payments of the makieele premium may implicate the provisions of TrggsRegulations relating to contingent payrr
debt instruments (“CPDIs”). We intend to take tlesifon that the notes are not treated as CPDIausecof these payments. Assuming such
position is respected, a United States Holder wbeldequired to include in income the amount of sugh payments as additional
consideration for United States federal incomeptasposes. If the IRS successfully challenged thitpn, and the notes were treated as
CPDIs because of such payments, United States kahdight, among other things, be required to acoriezest income at higher rates than
the interest rates on the notes and to treat aimrgeognized on the sale or other disposition bt as ordinary income rather than as ca
gain. Purchasers of notes are urged to consutttédrendvisors regarding the possible applicatibthe CPDI rules to the notes.

Information Reporting and Backup Withholding

Information returns may be filed with the IRS aratkup withholding tax may be collected in connettidth payments of principal,
premium, if any, and interest on a note, dividemdg€ommon stock and payments of the proceeds daleeof a note or common stock by a
holder. A United States Holder will not be subjecbackup
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withholding tax if such United States Holder praegdts taxpayer identification number to us or paying agent and complies with certain
certification procedures or otherwise establisheex@mption from backup withholding. Certain hofjéncluding corporations, are generally
not subject to backup withholding.

In addition, a Foreign Holder may be subject totekhiStates backup withholding tax on these paymen&ss such Foreign Holder
complies with certification procedures to estabtisit such Foreign Holder is not a United Statesqe The certification procedures requi
by a Foreign Holder to claim the exemption fromhhitlding tax on interest (described above in “—iest’) will generally satisfy the
certification requirements necessary to avoid thekbp withholding tax as well.

Backup withholding tax is not an additional taxtf®a, the United States federal income tax liabiit persons subject to backup
withholding tax will be offset by the amount of testhheld. If backup withholding tax results in anerpayment of United States federal
income taxes, a refund or credit may be obtainewh fihe IRS, provided the required information imsely furnished.

The preceding discussion of certain United Stategderal income tax considerations is for general isfmation only and is not tax
advice. Accordingly, holders of the notes and comnmostock should consult their own tax advisors as tparticular tax consequences to
them of purchasing, holding and disposing of the rtes and the common stock, including the applicabtly and effect of any state, local
or foreign tax laws, and of any proposed changes gpplicable law.
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PLAN OF DISTRIBUTION
The price of the notes offered hereby was detergnineough negotiations between us and certaintinigthal investors.

In connection with the offering and sale of theaspthe Company will pay a financial advisory fe€itigroup Global Markets Inc. of
$1,250,000.

We will pay all of the expenses incident to theedfig and sale of the notes. Such expenses (whathde the financial advisory fee) i
estimated to be $2,000,000. We have also agregaytthe fees of one counsel to the investors @prn@ximum of $50,000.

To the extent the issuance of the notes and threskesuable upon conversion thereof requirespheoaal of our stockholders under
the rules of The Nasdaq Stock Market, Inc., we eothvene a special meeting of our stockholderghi@ipurpose of approving the issuance of
the notes and the shares issuable upon convelsogof. If we hold a stockholders meeting and ¢ackholders do not approve the issuance
of the notes, we will have to pay the investors Whoe agreed to purchase the notes from us a tationirfee in the aggregate amount of
$26,400,000 ($23,400,000 if one investor exerdtsasght to terminate its purchase obligationsregulatory reasons) pursuant to the terms
of the purchase agreement relating to the notes.

The investors who have agreed to purchase notesusowill not be obligated to purchase the noteteuthe purchase agreement
relating to the notes unless investors purchakeaat $500 million in aggregate principal amounnafes. One investor has the right to
terminate its purchase obligations for regulat@gsons. See “Use of Proceeds.”

Citigroup Global Markets Inc. has performed cerfaiestment banking and advisory services for amftime to time for which they
have received customary fees and expenses. Citigstabal Markets Inc. may, from time to time, engagtransactions with and perform
services for us in the ordinary course of theirihess. Citigroup Global Markets Inc. may be, fromet to time, a lender under Level 3's
credit facility.

We have agreed to indemnify Citigroup Global Maskieic. against certain liabilities, including liities under the Securities Act, or to
contribute to payments Citigroup Global Markets. Imay be required to make in respect of any ofehiabilities.

We have entered into a standstill agreement withtt&astern Asset Management, Inc., one of the ioxewho has agreed to purchase
the notes, pursuant to which Southeastern has@aépea period beginning on the date of this prespesupplement and ending on the 5
anniversary of the initial issuance of the notedpag as the investor beneficially owns 20% orenafrour outstanding voting stock, that it
will not, without the consent of the majority ofraentire board of directors (excluding representstior designees of Southeastern) (1)
purchase a material amount of our assets or tlésaskany of our subsidiaries, (2) purchase aningatock or securities exchangeable fc
convertible into voting stock, or (3) enter intoyaarrangements that would cause a “change of démifrdevel 3.

LEGAL MATTERS

The validity of the notes offered by this prospsaupplement will be passed upon for us by Wilkaéer & Gallagher LLP, New York,
New York.

INDEPENDENT AUDITORS

The consolidated financial statements of Level &n@wmnications, Inc. and its subsidiaries as of Ddmm31, 2003 and 2002, and for
the two years then ended, incorporated by referenttgs prospectus supplement have been auditée)G LLP, independent accountants,
as stated in their report with respect thereto.
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The audit report covering the consolidated finalnstiatements refers to a change in the methodaafuating for goodwill effectiv
January 1, 2002, upon adoption of Statement ofrfgimh Accounting Standards No. 142.

The consolidated financial statements of Level &n@minications, Inc. and its subsidiaries for theryaled December 31, 2001,
incorporated by reference herein have been aubite&tthur Andersen LLP, independent public accontg#aas indicated in their report with
respect thereto. On August 31, 2002, Arthur Andesmased practicing before the SEC. See “Risk Faet¥ou may have no effective
remedy against Arthur Andersen LLP in connectiothvai material misstatement or omission in any ofdl@’s financial statements audited
by Arthur Andersen LLP incorporated by referencéhis prospectus supplement.”
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PROSPECTUS

Level 3 Communications, Inc.

Debt Securities
Preferred Stock
Depositary Shares
Warrants
Stock Purchase Contracts and Stock Purchase Units
Subscription Rights
Common Stock

We will provide specific terms of these securitsl their offering prices in supplements to thisspectus.

In the case of debt securities, these terms willithe, as applicable, the specific designationreggte principal amount, maturity, rate
or formula of interest, premium, terms for redemptiln the case of shares of preferred stock, ttexses will include, as applicable, the
specific title and stated value, any dividend, ili@tion, redemption, conversion, voting and othgits. In the case of depositary shares, these
terms will include the fractional share of preferstock represented by each depositary shareeloabe of common stock, these terms will
include the aggregate number of shares offerethdmtase of warrants, these terms will includesturities for which the warrants are
exercisable, duration, offering price, exerciseg@irand detachability. In the case of stock purckasgracts, these terms will include the
holders’ obligation to purchase common stock ofgred stock from us and our obligation to makeqaic payments to the holders of the
stock purchase contracts, including whether thagengnts will be secured or prefunded. We may ifisege stock purchase contracts
separately or as part of a unit consisting of aksfurchase contract and debt securities, prefesgedrities or debt obligations of third parties,
securing the holders’ obligation to purchase. lndhse of subscription rights, these terms willide the title of the subscription rights, the
securities for which the subscription rights arereisable, the extent to which such subscriptights are transferable and terms, procedures
and limitations relating to the exchange and exseroif the subscription rights.

We may sell any combination of these securitiesn@ or more offerings up to a total dollar amour§®156,375,000.

Our common stock is quoted on the Nasdaqg Natioreakkt under the symbol LVLT. The closing price af ctommon stock on the
Nasdag National Market was $47.00 per share onadgril7, 2001. None of the other securities areetly publicly traded

You should read this prospectus and any prospsciysiement carefully before you invest.

See “Risk Factors” on page 2 for a discussion of matters that you stuld consider before investing in these securities.

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

The date of this prospectus is January 31, 200
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ABOUT THIS PROSPECTUS

This prospectus is part of two registration statet:¢éhat we filed with the SEC utilizing a shelgigtration process. Under this shelf
process, we may, over the next two years, selcambination of the securities described in thisspeztus in one or more offerings up to a
total dollar amount of $3,156,375,000 or the eglemadenominated in foreign currencies or unitsaaf or more foreign currencies. This
prospectus provides you with a general descriptfathe securities we may offer. Each time we setdusities, we will provide a prospectus
supplement that will contain specific informatidmoart the terms of that offering. The prospectugpiment may also add, update or change
information contained in this prospectus. You staelad both this prospectus and any prospectudesuppt together with additional
information described under the heading “Where Cam Find More Information.”

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, pretatements and other information with the SEQ. S&IC filings are available to the
public over the Internet at the SEC’s web sitetg: Hiwww.sec.gov. You may also read and copy amgudnent we file at the SEC’s public
reference room at 450 Fifth Street, N.W., Washingi®.C. 20549. Please call the SEC at 1-800-SE®@-@&3further information on the
public reference room. Our SEC filings are alsalate at the offices of the Nasdaq National MarketWashington, D.C.

The SEC allows us to incorporate by referencerfanation we file with them, which means that ves disclose important
information to you by referring you to those documse The information incorporated by referencenisnaportant part of this prospectus, and
information that we file later with the SEC will tumatically update and supersede this informatiga.incorporate by reference our
documents listed below and any future filings we&kenaith the SEC under Sections 13(a), 13(c), 145¢d) of the Securities Exchange Act
until we sell all of the securities.

. Annual report on Forms 10-K and 10-K/A for the &isgear ended December 31, 1999
. Quarterly reports on Form 10-Q for the quarterseeindarch 31, 2000, June 30, 2000 and Septembe&080,

. Current reports on Form 8-K, filed February 4, 208€bruary 7, 2000, February 18, 2000, Februar®@60, February 29, 2000
and November 13, 2000 and on For-K/A filed November 9, 199!

. Registration statements on Forms 8-A/A filed MaBdh 1998 and June 10, 1998

You may request a copy of these filings at no dosiyriting or telephoning us at the following adss:

Vice President, Investor Relatio
Level 3 Communications, In
1025 Eldorado Bouleval
Broomfield, Colorado 8002
(720) 881000

You should rely only on the information incorpoitey reference or provided in this prospectus grmspectus supplement. We have
not authorized anyone else to provide you withedéht information. We are not making an offer &g securities in any state where the
is not permitted. You should not assume that tfermation in this prospectus or any prospectus kupent is accurate as of any date other
than the date on the front of those documents.



RISK FACTORS

Before you invest in our securities, you shoulde@aly consider the risks involved. These riskdude, but are not limited to:

. the risks described in our current report on ForKIA filed with the SEC on November 9, 1999, whishincorporated by
reference in this prospectus; ¢

. any risks that may be described in other filingsmake with the SEC or in the prospectus supplenrefating to specific
offerings of securities

THE COMPANY

We engage in the communications, information ses/&nd coal mining businesses through ownershipefating subsidiaries and
substantial equity positions in public companiedate 1997, we announced a business plan to isemasstantially our information services
business and to expand the range of services we #ffe are implementing our business plan by buiidin advanced communications
network based on internet protocol technology.

Since late 1997, we have substantially increaseehphasis we place on and the resources devoted twmmunications and
information services business. Since that time axgelbecome a facilities-based provider of a breage of integrated communications
services. A facilities-based provider is one thahs or leases a substantial portion of the plaoipgrty and equipment necessary to provide
its services. We have expanded substantially teabas of our subsidiary, (i) Structure, Inc. (ferty known as PKS Information Services,
Inc.) and are creating, through a combination ofstruction, purchase and leasing of facilities atiebr assets, an advanced, international
facilities based communications network. We degigmer network based on internet protocol technoiogyrder to leverage the efficiencies
of this technology to provide lower cost commurimas services.

Our network will combine both local and long distametworks and will connect customers end-to-@ndss the U.S. and in Europe
and Asia. We provide a full range of communicatiesassices—including local, long distance, interoadil and internet services.

Our principal executive offices are located at 1&*torado Boulevard, Broomfield, Colorado 80021 andtelephone number is (720)
888-1000.

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED ST OCK DIVIDENDS
The ratio of earnings to fixed charges for eacthefperiods indicated was as follows:

Nine Months Ended

September 30, Fiscal Year Ended
2000 1999 1999 1998 1997 1996 1995
— — — 5.73 3.87 —

For this ratio, earnings consist of earnings (I&&fpre income taxes, minority interest and disomgd operations plus fixed charges
excluding capitalized interest but including anwation of capitalized interest. Fixed charges csirddi interest expensed and capitalized, plus
the portion of rent expense under operating ledsemed by us to be representative of the inteaetdrf, plus, prior to September 30, 1995,
preferred stock dividends on preferred stock ofdtaer subsidiary, MFS Communications Company, We had deficiencies of earnings to
fixed charges of $997 million for the nine montimsled September 30, 2000, $421 million for the mmaths ended September 30, 1999,
$695 million for 1999, $36 million for 1998 and $B2llion for 1995.

APPLICATION OF PROCEEDS

Unless the applicable prospectus supplement stttieswise, the net proceeds from the sale of tfered securities will be used for
working capital, capital expenditures, acquisitiansl other general corporate purposes. Until weheseet proceeds in this manner, we may
temporarily use them to make short-term investmentseduce short-term borrowings.

2



DESCRIPTION OF DEBT SECURITIES

This section describes the general terms and pomg®f the debt securities. The applicable proggesupplement will describe the
specific terms of the debt securities offered tiglothat prospectus supplement as well as any dgeeremss described in this section that will
not apply to those debt securities.

The debt securities will be our direct unsecurenkgal obligations and may include debentures, notmsds and/or other evidences of
indebtedness. The debt securities will be eitherioselebt securities or subordinated debt secarifibe debt securities will be issued under
one or more separate indentures between us anBarieof New York as successor to IBJ Whitehall B&nkrust Company, as trustee.
Senior debt securities will be issued under a sendenture, and subordinated debt securitiesheilissued under a subordinated indenture.
Together, the senior indentures and the subordiriateentures are called indentures.

We have summarized selected provisions of the iodes below. The summary is not complete. We héseefded the forms of the
indentures as exhibits to the registration statemé@u should read the indentures for provisiorat thay be important to you before you buy
any debt securities.

General terms of debt securities

The debt securities issued under each indenturebmégsued without limit is to aggregate princigadount, in one or more series. Each
indenture provides that there may be more thartroiséee under the indenture, each with respechéocon more series of debt securities. Any
trustee under either indenture may resign or bevexh with respect to one or more series of dehirgés issued under that indenture, and a
successor trustee may be appointed to act witteces$p that series.

If two or more persons are acting as trustee vagipect to different series of debt securities dsawreler the same indenture, each of
those trustees will be a trustee of a trust untkerindenture separate and apart from the trusirastered by any other trustee. In that case,
except as otherwise indicated in this prospectugaation described in this prospectus to be tdkethe trustee may be taken by each of t
trustees only with respect to the one or more serfielebt securities for which it is trustee.

A prospectus supplement relating to a series of sleturities being offered will include specifiertes relating to the offering and that
series. These terms will contain some or all offttlewing:
. the title of the debt securities;

. any limit on the aggregate principal amount ofdleét securities;
. the purchase price of the debt securities, expdegsa percentage of the principal amount;

. the date or dates on which the principal of andmeynium on the debt securities will be payabléhermethod for determining t
date or dates

. if the debt securities will bear interest, the iet# rate or rates or the method by which theaatates will be determined;

. if the debt securities will bear interest, the datelates from which any interest will accrue, ititerest payment dates on which

any interest will be payable, the record datedHose interest payment dates and the basis uparhwiterest shall be calculatec
other than that of a 360 day year of twelv-day months

. the place or places where payments on the debtieswvill be made and the debt securities magureendered for registration
transfer or exchang

. if we will have the option to redeem all or any toam of the debt securities, the terms and conaitiopon which the debt securit
may be redeeme

. the terms and conditions of any sinking fund oreotsimilar provisions obligating us or permittingp@der to require us to redeem
or purchase all or any portion of the debt seasifirior to final maturity
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. the currency or currencies in which the debt séiesrare denominated and payable if other than dbfars;

. whether the amount of any payments on the debtitiesumay be determined with reference to an inlenula or other method
and the manner in which such amounts are to berdieted;

. any additions or changes to the events of defauhe respective indentures;

. any additions or changes with respect to the atbeenants in the respective indentures;

. the terms and conditions, if any, upon which thietdecurities may be convertible into common stacgreferred stock;
. whether the debt securities will be issued in fiedied or book-entry form;

. whether the debt securities will be in registeretearer form and, if in registered form, the deimations of the debt securities if
other than $1,000 and multiples of $1,0

. the applicability of the defeasance and covenafetadance provisions of the applicable indenturd; an

. any other terms of the debt securities consistétht tive provisions of the applicable indenture.

Debt securities may be issued under the indenagesiginal issue discount securities to be offened sold at a substantial discount
from their stated principal amount. Special U.8lefal income tax, accounting and other consideratapplicable to original issue discount
securities will be described in the applicable pexgus supplement.

Unless otherwise provided with respect to a serfetebt securities, the debt securities will beiégsonly in registered form, without
coupons, in denominations of $1,000 and multipfes1¢000.
Certificated securities

Except as otherwise stated in the applicable paiapesupplement, debt securities will not be issneaxkrtificated form. If, however,
debt securities are to be issued in certificatechfao service charge will be made for any transefezxchange of any of those debt securities.
We may require payment of a sum sufficient to carer tax or other governmental charge payable mmection with the transfer or exchai
of those debt securities.

Book-entry debt securities

The debt securities of a series may be issued olendr in part in the form of one or more globatgties that will be deposited with
the depositary identified in the applicable prospssupplement. Unless it is exchanged in whole part for debt securities in definitive
form, a global security may not be transferred. ldeer, transfers of the whole security between gpoditary for that global security and its
nominee or their respective successors are pethitte

Unless otherwise stated, The Depository Trust Camppidew York, New York will act as depositary faadah series of global securities.
Beneficial interests in global securities will beogn on, and transfers of global securities wilktfiected only through, records maintained by
DTC and its participants.

DTC has provided the following information to usTO is a:

. limited-purpose trust company organized under the Nork Banking Law;

. a banking organization within the meaning of theviNéork Banking Law;

. a member of the U.S. Federal Reserve System;

. a clearing corporation within the meaning of theMN¥ork Uniform Commercial Code; and

. a clearing agency registered under the provisiésgeaion 17A of the Securities Exchange Act.

4



DTC holds securities that its direct participarepalsit with DTC. DTC also facilitates the settletn@mong direct participants of securities
transactions, in deposited securities through elait computerized book-entry changes in the dipacticipant’'s accounts. This eliminates
the need for physical movement of securities dedti€s. Direct participants include securities lerskand dealers, banks, trust companies,
clearing corporations and certain other organinati®@TC is owned by a number of its direct partioifs and by the New York Stock
Exchange, Inc., the American Stock Exchange, Ind.the National Association of Securities Dealbrs, Access to DTC’s book-entry
system is also available to indirect participantshsas securities brokers and dealers, banks astdcvmpanies that clear through or maintain
a custodial relationship with a direct participarte rules applicable to DTC and its direct andregat participants are on file with the SEC.

Principal and interest payments on global secsriégistered in the name of DTC’s nominee will kedmin immediately available
funds to DTC’s nominee as the registered ownehefglobal securities. We and the trustee will tlR&C’s nominee as the owner of the
global securities for all other purposes as weticédingly, we, the trustee and any paying agehthave no direct responsibility or liability
to pay amounts due on the global securities to osvoibeneficial interests in the global securitiess DTC’s current practice, upon receipt
of any payment of principal or interest, to cratifect participants’ accounts on the payment daterling to their respective holdings of
beneficial interests in the global securities. Ehpayments will be the responsibility of the dirant indirect participants and not of DTC, the
trustee or us.

Debt securities represented by a global securitybeiexchangeable for debt securities in defimifiorm of like amount and terms in
authorized denominations only if:
. DTC notifies us that it is unwilling or unable torginue as depositary;

. DTC ceases to be a registered clearing agency andcassor depositary is not appointed by us wliidays; or

. we determine not to require all of the debt semgibf a series to be represented by a global isgemd notify the trustee of our
decision.
Merger

We generally may consolidate with, or sell, leaseamvey all or substantially all of our assetsaiomerge with or into, any other
corporation if;

. we are the continuing corporation; or

. we are not the continuing corporation, the sucaessoration, expressly assumes all paymentsldhebebt securities and the
performance and observance of all the covenantsamditions of the applicable indenture; ¢

. neither we nor the successor corporation is inudefiammediately after the transaction under theliapple indenture.

Events of default, notice and waiver

Senior indenture The senior indenture provides that the followamg events of default with respect to any serieseafor debt
securities:

. default for 30 days in the payment of any inteaastiny debt security of that series;
. default in the payment of the principal of or prami if any, on any debt security of that serieftsamaturity;

. default in making a sinking fund payment requireddny debt security of that series;
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. default in the performance of any of our other e@rgs in the senior indenture that continues fod®gs after written notice, oth
than default in a covenant included in the semidenture solely for the benefit of another serfesenior debt securitie:

. the acceleration of the maturity of more than $@6,000 in the aggregate of any of our other ind#iss, where that
. indebtedness is not discharged or that accelereinat rescinded or annulled;
. certain events of bankruptcy, insolvency or reoiggtion of us or our property; and

. any other event of default provided with resped fmarticular series of debt securities.

The senior trustee generally may withhold notictheoholders of any series of debt securities gfdefault with respect to that series if
it considers the withholding to be in the interesthose holders. However, the senior trustee noaywithhold notice of any default in the
payment of the principal of, or premium, if any,ioterest on any debt security of that series ahnpayment of any sinking fund installment
in respect of any debt security of that series.

If an event of default with respect to any seriesemior debt securities occurs and is continuting,senior trustee or the holders of not
less than 25% in principal amount of the outstagdiabt securities of that series may declare timeipal amount of all of the debt securities
of that series immediately due and payable. Sulbjecertain conditions, the holders of a majornityrincipal amount of outstanding debt
securities of that series may rescind and anntilabeeleration. However, they may only do so ifeaknts of default, other than the non-
payment of accelerated principal or specified portf accelerated principal, with respect to delousities of that series have been cured or
waived.

Holders of a majority in principal amount of anyiee of outstanding senior debt securities mayjestibo some limitations, waive any
past default with respect to that series and timseguences of the default. The prospectus, suppteelating to any series of senior debt
securities which are original issue discount se¢iegrivill describe the particular provisions ratgtito acceleration of a portion of the principal
amount of those original issue discount securitjgen the occurrence and continuation of an evedets#ult. Within 120 days after the close
of each fiscal year, we must file with the seniostee a statement, signed by specified of oucerf§i stating whether those officers have
knowledge of any default under the senior indenture

Except with respect to its duties in case of defdlaé senior trustee is not obligated to exerarseof its rights or powers at the request
or direction of any holders of any series of outdiag senior debt securities, unless those holugve offered the senior trustee reasonable
security or indemnity. Subject to those indemnifa provisions and limitations contained in thaise indenture, the holders of a majority
principal amount of any series of the outstandialgtéecurities issued thereunder may direct anggeding for any remedy available to the
senior trustee, or the exercising of any of themdnustee’s trusts or powers.

Subordinated indentureThe subordinated indenture provides that th@fahg are events of default with respect to anyesesf
subordinated debt securities:

. default for 30 days in the payment of any inteoestainy debt security of that series;
. default in the payment of the principal of or prami if any, on any debt security of that seriegsamaturity;
. default in making a sinking fund payment requireddny debt security of that series;

. any default in the performance of any of our ottmrenants in the subordinated indenture that coesifior 60 days after written
notice, other than default in a covenant includethée subordinated indenture solely for the beméfanother series of
subordinated debt securitie

. the acceleration of more than $25,000,000, whexeitidebtedness is not discharged or that accelenatnot rescinded or
annulled;

. certain events relating to the bankruptcy, insotyeor reorganization of us or our property; and

. any other event of default provided with resped fmarticular series of debt securities.
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The subordinated trustee generally may withholdcadb the holders of any series of subordinatdul decurities of any default with
respect to that series if it considers the withimgdo be in the interest of the holders. Howetteg, subordinated trustee may not withhold
notice of any default in the payment of the priatipf or premium, if any or interest on any deltuséy of that series or in the payment of
any sinking fund installment in respect of any dedturity of that series.

If an event of default with respect to any seriesubordinated debt securities occurs and is cointf) the subordinated trustee or the
holders of not less than 25% in principal amourthefoutstanding debt securities of that series deajyare the principal amount of all of the
debt securities of that series immediately duegydble. Subject to certain conditions, the holdéies majority in principal amount of
outstanding debt securities of that series mayimdsand annul that acceleration. However, they ordy do so if all events of default with
respect to debt securities of that series have beesd or waived. Holders of a majority in prindipaount of any series of the outstanding
subordinated debt securities may, subject to samitations, waive any past default with respedhiat series and the consequences of the
default. The prospectus supplement relating tosamies of subordinated debt securities which agnal issue discount securities will
describe the particular provisions relating to #m@gion of a portion of the principal amount obde original issue discount securities upon
the occurrence and continuation of an event ofudef@/ithin 120 days after the close of each fisadr, we must file with the subordinated
trustee a statement, signed by specified officetspstating whether such officers have knowledfgeny default under the subordinated
indenture.

Except with respect to its duties in case of deéfalaé subordinated trustee is not obligated toage any of its rights or powers at the
request or direction of any holders of any serfesutstanding subordinated debt securities, urttesse holders have offered the subordinated
trustee reasonable security or indemnity. Subgetiase indemnification provisions and limitatiammtained in the subordinated indenture,
the holders of a majority in principal amount of/a®ries of the outstanding subordinated debt g&mumay direct any proceeding for any
remedy available to the subordinated trustee,@e#ercising of any of the subordinated trusteests or powers.

Modification of the indentures

Senior indenture. Modifications and amendmentefsenior indenture may be made only, subjectritesexceptions, with the consent
of the holders of a majority in aggregate princigalount of all outstanding debt securities undersénior indenture which are affected by
modification or amendment. However, the holderadteaffected senior debt security must consentyaraodification or amendment of the
senior indenture that:

. changes the stated maturity of the principal otherpremium, if any, or any installment of intdres, that debt security;
. reduces the principal amount of, or the rate orwamhof interest on, or any premium payable on rquém of, that debt security;

. reduces the amount of principal of an original ésdiscount security that would be due and payahds weclaration of
acceleration of its maturity or would be provalédankruptcy

. adversely affects any right of repayment of thalbobf that debt security;
. changes the place of payment where, or the curreneyich, any payment on that debt security isgtd;
. impairs the right to institute suit to enforce grayment on or with respect to that debt security; o

. reduces the percentage of outstanding debt sexsudtiany series necessary to modify or amendethieisindenture or to waive
compliance with some of its provisions or defaaltsl their consequence

We and the senior trustee may amend the seniontudewithout the consent of the holders of any@eattebt securities in certain
limited circumstances, such as:

. to evidence the succession of another entity @nalsthe assumption by the successor of our coverantained in the senior
indenture;



. to secure the securities; and

. to cure any ambiguity, to correct or supplement gimywision in the senior indenture which may beomsistent with any other
provision of the senior indentut

Subordinated indentureModifications and amendments to the subordinatddnture may be made only, subject to some e>aregti
with the consent of the holders of a majority igi@gate principal amount of all outstanding debusé&es under the subordinated indenture
which are affected by the modification or amendmeElowever, the holder of each affected subordindtdat security must consent to any
modification or amendment of the subordinated italenthat:

. changes the stated maturity of the principal otherpremium, if any, or any installment of intdres, that debt security;
. reduces the principal amount of, or the rate orwamhof interest on, or any premium payable on rquém of, that debt security;

. reduces the amount of principal of an original ésdiscount security that would be due and payahde weclaration of
acceleration of its maturity or would be provalriédankruptcy

. adversely affects any right of the repayment ofttbleler of that debt security;

. changes the place of payment where, or the curreneyich, any payment on that debt security isgtd;

. impairs the right to institute suit to enforce grayment on or with respect to that debt security;

. reduces the percentage of outstanding debt sessudtiany series necessary to modify or amenduierdinated indenture or to

. waive compliance with some of its provisions oradgfs and their consequences; or

. subordinates the indebtedness evidenced by thasdebrity to any of our indebtedness other thamséndebtedness.

We and the subordinated trustee also may amenglfmdinated indenture without the consent of thidérs of any subordinated
securities in certain limited circumstances, sueh a

. to evidence the succession of another entity @nalsthe assumption by the successor of our coveantained in the

. subordinated indenture;

. to secure the securities; and

. to cure any ambiguity, to correct or supplement girowision in the subordinated indenture which rhayinconsistent with any
other provision of the subordinated indentt
Defeasance and covenant defeasance

When we establish a series of debt securities, s provide that that series is subject to the defieee and discharge provisions of the
applicable indenture. If those provisions are maujgicable, we may elect either:

. to defease and be discharged from, subject to $iamitations, all of our obligations with respectttise debt securities; or

. to be released from our obligations to comply gipiecified covenants relating to those debt seesrés described in the
applicable prospectus suppleme



To effect that defeasance or covenant defeasarmceust irrevocably deposit in trust with the relgviaustee an amount in any
combination of funds or government obligations, ebhithrough the payment of principal and interestécordance with their terms, will
provide money sufficient to make payments on thiedst securities and any mandatory sinking funchat@yous payments on those debt
securities.

On such a defeasance, we will not be released dtigations:
. to pay additional amounts, if any, upon the ocawreeof some events;

. to register the transfer or exchange of those sketatrities;
. to replace some of those debt securities;
. to maintain an office relating to those debt sdimsj

. to hold moneys for payment in trust will not beatharged.

To establish such a trust we must, among othegshideliver to the relevant trustee an opinionafrsel to the effect that the holders
those debt securities:

. will not recognize income, gain or loss for U.Sddeal income tax purposes as a result of the dafieasor covenant defeasance;
and

. will be subject to U.S. federal income tax on thme amounts, in the same manner and at the same disrwould have been the
case if the defeasance or covenant defeasanceohadaurred. In the case of defeasance, the opofieounsel must be based
upon a ruling of the IRS or a change in applicahi®. federal income tax law occurring after theedzitthe applicable indentur

Government obligations mean generally securitieghvare:

. direct obligations of the U.S. or of the governmenhich issued the foreign currency in which thetdsrurities of a particular
series are payable, in each case, where the isasgrledged its full faith and credit to pay théigations; or

. obligations of an agency or instrumentality of th&. or of the government which issued the foreigmency in which the debt
securities of that series are payable, the paywfemhich is unconditionally guaranteed as a fuillfaand credit obligation by the
U.S. or that other governme

. In any case, the issuer of government obligati@mnot have the option to call or redeem the ohibgat In addition, government
obligations include, subject to certain qualificat, a depository receipt issued by a bank or tmsipany as custodian with
respect to any government obligation or a spepiigment of interest on or principal of any suchegoment obligation held by
the custodian for the account of a depository mdelder.

If we effect covenant defeasance with respect yodabt securities, the amount on deposit with élevant trustee will be sufficient to
pay amounts due on the debt securities at thedfrtteeir stated maturity. However, those debt séesrmay become due and payable pric
their stated maturity if there is an event of défauth respect to a covenant from which we havebeen released. In that event, the amount
on deposit may not be sufficient to pay all amowhis on the debt securities at the time of thelaration.

The applicable prospectus supplement may furtheeriee the provisions, if any, permitting defeagaaccovenant defeasance,
including any modifications to the provisions désed above.
Senior debt securities

Senior debt securities are to be issued undemrthiersindenture. Each series of senior debt seesintill constitute senior indebtedness
and will rank equally with each other series ofisedebt securities and other senior indebtedmdésubordinated debt, including, but not
limited to, all subordinated securities, will bébsudinated to the senior debt securities and atéeior indebtedness.
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Subordination of subordinated securities

Subordinated indenturePayments on the subordinated securities willu®adinated to our senior indebtedness, whethestanding
on the date of the subordinated indenture or imcuafter that date. At September 30, 2000, oureagde senior indebtedness was
approximately $5.218 billion. The applicable praspe supplement for each issuance of subordin&®arities will specify the aggregate
amount of our outstanding indebtedness as of thet rroent practicable date that would rank sewi@nd equally with the offered
subordinated securities.

Ranking. No class of subordinated securities is subordoh&t any other class of subordinated debt seesriee “Subordination
provisions” below.

Subordination provisionslf any of certain specified events occur, thedeod of senior indebtedness must receive paymeahedtill
amount due on the senior indebtedness, or that gatymust be duly provided for, before we may madkgnents on the subordinated
securities. These events are:

. any distribution of our assets upon our liquidati@organization or other similar transaction exdepa distribution in
. connection with a merger or other transaction cgimpglwith the covenant described above under “Merge
. the occurrence and continuation of a payment defeuany senior indebtedness; or

. a declaration of the principal of any series ofshbordinated securities, or, in the case of ogsiggsue discount securities, the
portion of the principal amount specified underitherms, as due and payable, that has not beeimdesl and annulle

However, if the event is the acceleration of anmjeseof subordinated securities, only the holdéisenior indebtedness outstanding at
the time of the acceleration of those subordinatalirities, or, in the case of original issue dist@ecurities, that portion of the principal
amount specified under their terms, must receiyeneat of the full amount due on that senior inddbéss, or such payment must be duly
provided for, before we make payments on the subated securities.

As a result of the subordination provisions, sormeus general creditors, including holders of semalebtedness, may recover more,
ratably, than the holders of the subordinated $@éesiin the event of insolvency.

Definition of senior indebtedness
Senior indebtedness means the following indebtedoesbligations:
. the principal of and premium, if any, and unpaitkiast on indebtedness for money borrowed;
. purchase money and similar obligations;
. obligations under capital leases;

. guarantees, assumptions or purchase commitmeatsgeto, or other transactions as a result of tvknie are responsible for the
payment of, the indebtedness of othi

. renewals, extensions and refunding of that indetess!,

. interest or obligations in respect of the indebtsdnaccruing after the commencement of any insojvenbankruptcy
proceedings; an

. obligations associated with derivative products.
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However, indebtedness or obligations are not seénd@btedness if the instrument by which we becobigated for that indebtedness
or those obligations expressly provides that thdébtedness or those obligations are junior intiagpayment to any other of our
indebtedness or obligations.

Convertible debt securities

Unless otherwise provided in the applicable prosmesupplement, the following provisions will appdydebt securities that will be
convertible into common stock or preferred stock.

Conversion The holder of unredeemed convertible debt séeanihay, at any time during the period specifiethmapplicable
prospectus supplement, convert those convertilide skeurities into shares of common stock or pretestock. The conversion price or rate
for each $1,000 principal amount of convertibletdsgzurities will be specified in the applicablespectus supplement. The holder of a
convertible debt security may convert a portiorthaf convertible debt security which is $1,000 ppatamount or any multiple of $1,000. In
the case of convertible debt securities calledddemption, conversion rights will expire at these of business on the date fixed for the
redemption. However, in the case of repaymenteabfition of the applicable holder, conversion ghtll terminate upon receipt of written
notice of the holder’s exercise of that option.

In certain events, the conversion price or ratélv@lsubject to adjustment as specified in theiegple indenture. For debt securities
convertible into common stock, those events include
. the issuance of shares of common stock as a didjden

. subdivisions and combinations of common stock;

. the issuance to all holders of common stock oftsigin warrants entitling such holders for a penotlexceeding 45 days to
subscribe for or purchase shares of common stoalpete per share less than its current per sharket price; an

. the distribution to all holders of common stock of:

(1) shares of our capital stock, other than commorks
(2)  evidences of our indebtedness or assets excludisty aividends or distributions paid from our re¢girearnings; c
(3)  subscription rights or warrants other than thoserred to above

No adjustment of the conversion price or rate bélrequired in any of these cases unless an adjnstrould require a cumulative
increase or decrease of at least 1% in that pricate. Fractional shares of common stock will Im®@issued upon conversion. In place of
fractional shares, we will pay a cash adjustmentekk otherwise specified in the applicable prosmesupplement, convertible debt secur
convertible into common stock surrendered for cosioa between any record date for an interest payieed the related interest payment
date must be accompanied by payment of an amouat &gjthe interest payment on the surrenderedartible debt security. However, that
payment does not have to accompany convertiblesistirities surrendered for conversion if thosevedible debt securities have been
called for redemption during that period.

The adjustment provisions for debt securities cdite into shares of preferred stock will be detered at the time of an issuance of
debt securities and will be described in the applie prospectus supplement.
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DESCRIPTION OF PREFERRED STOCK

This section describes the general terms and poo®f our preferred stock. The applicable progmesupplement will describe the
specific terms of the preferred stock offered tiglothat prospectus supplement as well as any deremss described in this section that will
not apply to those shares of preferred stock.

We have summarized certain selected terms of #fened stock in this section. The summary is wotglete. You should read our
restated certificate of incorporation that is ahibit to our annual report on Form 10-K and theifieate of designation relating to the
applicable series of the preferred stock that wkfia with the SEC for additional information baf you buy any preferred stock.

General

Our restated certificate of incorporation and DelesvGeneral Corporation Law give our board of doescthe authority, without further
stockholder action, to issue a maximum of 10,000 gltares of preferred stock. The board of diredtassthe authority to fix the following
terms with respect to shares of any series of pesfestock:

. the designation of the series;

. the number of shares to comprise the series;

. the dividend rate or rates payable with respethiécshares of the series;

. the redemption price or prices, if any, and theneeand conditions of any redemption;

. the voting rights;

. any sinking fund provisions for the redemption arghase of the shares of the series;

. the terms and conditions upon which the sharesareertible or exchangeable, if they are convestdsl exchangeable; and

. any other relative rights, preferences and limotagi pertaining to the series.

The preferred stock will have the rights descrilvethis section unless the applicable prospectpplsment provides otherwise. You
should read the prospectus supplement relatingetparticular series of the preferred stock itisffer specific terms, including:

. the designation, stated value and liquidation pegfee of that series of the preferred stock anchtimber of shares offered;
. the initial public offering price at which the skarwill be issued,;

. the dividend rate or rates or method of calculatibdividends, the dividend periods, the date desl@n which dividends will be
payable and whether such dividends will be cumugadir noncumulative and, if cumulative, the datesiffwhich dividends shall
commence to cumulat

. any redemption or sinking fund provisions;

. any conversion or exchange provisions;

. the procedures for any auction and remarketingnyf of that series of preferred stock;

. whether interests in that series of preferred stwitlke represented by our depositary shares; and

. any additional dividend, liquidation, redemptiomksng fund and other rights, preferences, privleglimitations and restrictions
of that series of preferred stoc

When we issue shares of preferred stock againsagatyfor the shares, they will be fully paid andchassessable. This means that the
full purchase price for those shares will have bg&id and the holders of those shares will notdsessed any additional monies for those
shares. Holders of preferred stock will have ne&pgtive rights to subscribe for any additional siies that we may issue.

12



Because we are a holding company, our rights amdights of holders of our securities, including tiolders of preferred stock, to
participate in the distribution of assets of angsidiary of ours upon its liquidation or recapitalion will be subject to the prior claims of its
creditors and preferred stockholders. We will n@skructurally subordinated to the extent we ageeditor with recognized claims against the
subsidiary or are a holder of preferred stock efghbsidiary.

Dividends

The holders of the preferred stock will be entiledeceive dividends, if declared by our boardlioéctors out of our assets that we can
legally use to pay dividends. The prospectus supgie relating to a particular series of preferretls will describe the dividend rates and
dates on which dividends will be payable. The ratay be fixed or variable or both. If the dividerade is variable, the applicable prospectus
supplement will describe the formula used for dateing the dividend rate for each dividend perid¢e will pay dividends to the holders of
record as they appear on our stock books on tleedetates fixed by our board of directors. The @aple prospectus supplement will spei
whether dividends will be paid in the form of cagteferred stock or common stock.

The applicable prospectus supplement will alsestdtether dividends on any series of preferredkstoe cumulative or noncumulatiy
If our board of directors does not declare a din@tipayable on a dividend payment date on any nounlative series of preferred stock, then
the holders of that series will not be entitleddoeive a dividend for that dividend period. Indb@ircumstances, we will not be obligated to
pay the dividend accrued for that period, whethriarat dividends on such preferred stock are dedlargpaid on any future dividend payment
dates.

Our board of directors may not declare and payeind on any of our stock ranking, as to divideratgial with or junior to any series
of preferred stock unless full dividends on thatesehave been declared and paid, or declareduficiesnt money is set aside for payment.
Until either full dividends are paid, or are deeldiand payment is set aside, on preferred stodgequal as to dividends, then:

. we will declare any dividends pro rata among thefeared stock of each series and any preferred séaking equal to the
preferred stock as to dividends; in other words,dlvidends we declare per share on each sermscbfpreferred stock will bear
the same relationship to each other that the @diwed dividends per share on each such serié® gireferred stock bear to each
other;

. other than such pro rata dividends, we will notlaecor pay any dividends or declare or make aslyiiutions upon any security
ranking junior to or equal with the preferred staskto dividends or upon liquidation, except divide or distributions paid for
with securities ranking junior to the preferredcit@as to dividends and upon liquidation; ¢

. we will not redeem, purchase or otherwise acquirgebaside money for a sinking fund for any semsiranking junior to or equ
with the preferred stock as to dividends or upqgnitiation except by conversion into or exchangesfock junior to the preferred
stock as to dividends and upon liquidati

We will not owe any interest, or any money in l@tinterest, on any dividend payment(s) on anyeseoif the preferred stock which n
be past due.

Redemption

Preferred stock may be redeemable, in whole oarfy pt our option, and may be subject to mandateatgmption through a sinking
fund or otherwise, as described in the applicabdsgectus supplement. Redeemed preferred stocke@atime authorized but unissued sh
of preferred stock that we may issue in the future.

If a series of preferred stock is subject to mamgatedemption, the applicable prospectus supplémiirspecify the number of shares
that we will redeem each year and the redemptime pif preferred stock is redeemed, we will pdyaatrued and unpaid dividends on those
shares to, but excluding, the redemption datehércase of any
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noncumulative series of preferred stock, accruebumpaid dividends will not include any accumulataf dividends for prior dividend
periods. The applicable prospectus supplementagith specify whether we will pay the redemptiort@iin cash or other property. If the
redemption price for preferred stock of any seisgzgyable only from the net proceeds of the isseari our capital stock, the terms of that
preferred stock may provide for its automatic casia upon the occurrence of certain events. Theeats include if no capital stock has
been issued or if the net proceeds from any issuareinsufficient to pay in full the aggregateemragtion price then due.

If fewer than all of the outstanding shares of aagies of the preferred stock are to be redeemedyaard of directors will determine
the number of shares to be redeemed. We may retiheeshares pro rata from the holders of recordapgrtion to the number of shares held
by them, with adjustments to avoid redemption atfional shares, or by lot in a manner determinedus board of directors.

Even though the terms of a series of preferreckstuay permit redemption of shares of preferredistoavhole or in part, if any
dividends, including accumulated dividends, on Heates are past due:

. we will not redeem any preferred stock of thatesrinless we simultaneously redeem all outstarshiages of preferred stock of
that series; an

. we will not purchase or otherwise acquire any prefistock of that series.

The prohibition discussed in the prior sentencénat prohibit us from purchasing or acquiring reéd stock of that series through a
purchase or exchange offer if we make the offethenrsame terms to all holders of that series.

Unless the applicable prospectus supplement speatherwise, we will give notice of a redemptigmtiling a notice to each record
holder of the shares to be redeemed, between @0 days prior to the date fixed for redemption. Wk mail the notices to the holders’
addresses as they appear on our stock recordsnigtich will state:

. the redemption date;

. the number of shares and the series of the prefstoek to be redeemed;

. the redemption price;

. the place or places where holders can surrendeettiécates for the preferred stock for paymeinthe redemption price;
. that dividends on the shares to be redeemed valleeéo accrue on the redemption date; and

. the date when the holders’ conversion rights, ¥, avill terminate.

If we redeem fewer than all shares of any serigh@preferred stock held by any holder, we wilbaspecify the number of shares to be
redeemed from the holder in the notice.

If we have given notice of the redemption and hanawided the funds for the payment of the redenmpgidce, then beginning on the
redemption date:

. the dividends on the preferred stock called foeregtion will no longer accrue;
. such shares will no longer be considered outstandind

. the holders will no longer have any rights as dhottters except to receive the redemption price.

When the holders of these shares surrender thiiaags representing these shares, in accordaithdive notice, the redemption price
described above will be paid out of the funds wavjate. If fewer than all the shares representedryycertificate are redeemed, a new
certificate will be issued representing the unreaee shares without cost to the holder of thoseeshar
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Conversion or exchange rights

The prospectus supplement relating to a seriesedéped stock that is convertible or exchangealilestate the terms on which shares
of that series are convertible or exchangeabledatomon stock, another series of preferred stoalebt securities.

Rights upon liquidation

Unless the applicable prospectus supplement sittieswise, if we liquidate, dissolve or wind up dusiness, the holders of shares of
each series of the preferred stock will be entitteteceive:

. liquidation distributions in the amount statedhie epplicable prospectus supplement; and

. all accrued and unpaid dividends whether or natezhor declared.

We will pay these amounts to the holders of shafesch series of the preferred stock, and all artsoowing on any preferred stock
ranking equally with that series of preferred stasko liquidating distributions, out of our ass®tailable for distribution to stockholders.
These payments will be made before any distribusanade to holders of any securities ranking jutadhe series of preferred stock upon
liquidation.

If we liquidate, dissolve or wind up our businessl ¢he assets available for distribution to thelbod of the preferred stock of any se
and any other shares of our stock ranking equ#l thit series as to liquidating distributions asufficient to pay all amounts to which the
holders are entitled, then we will only make prardistributions to the holders of all shares ragleéqual as to liquidating distributions. This
means that the distributions we pay to these hslddt bear the same relationship to each othertti@full distributable amounts for which
these holders are respectively entitled upon ligtigeh of our business bear to each other.

After we pay the full amount of the liquidation @libution to which the holders of a series of theferred stock are entitled, those
holders will have no right or claim to any of oenraining assets.

Voting rights

Except as indicated below or in the applicable pectus supplement, or except as expressly regojregplicable law, the holders of
preferred stock will not be entitled to vote.

If we fail to pay dividends on any shares of pnefdrstock for six consecutive quarterly periods, hiblders of those shares of preferred
stock, voting separately as a class with all offegies of preferred stock upon which the same gatghts have been conferred and are
exercisable, will be entitled to vote for the elextof two additional directors to the board ofeditors. This may be done at a special meeting
called by the holders of record of at least 10%ho&e shares of preferred stock or the next ammeating of stockholders and at each
subsequent meeting until:

. in the case of a series of preferred stock withwative dividends, all dividends accumulated ort #&aies of preferred stock for
the past dividend periods and the then currentdivil period have been fully paid or declared asana sufficient for the payme
of these dividends has been set aside for payroe

. in the case of a series of noncumulative prefestedk, four consecutive quarterly dividends on geates of noncumulative
preferred stock have been fully paid or declaretlasum sufficient for the payment of these divatkehas been set aside for
payment.

In this case, the entire board of directors willifereased by two directors.

So long as any shares of preferred stock remastanding, unless we receive the consent of theenolof any outstanding series of
preferred stock as specified below, we will not:

. authorize, issue or increase the authorized anmfuany capital stock ranking prior to the outstadseries of preferred stock as
to dividends or liquidating distribution

15



. reclassify any capital stock into any shares with kind of prior ranking;
. authorize or issue any obligation or security tiegresents the right to purchase any capital staitkthis kind of prior ranking; or

. amend or alter the provisions of our restated fogate of incorporation, so as to materially andexdely affect any right,
preference, privilege or voting power of that si0é preferred stock or the holders of that sesfgareferred stock

This consent must be given by the holders of at lweo-thirds of each series of all outstandinggnred stock described in the
preceding sentence, voting separately as a classvilvhot be required to obtain this consent wigpect to the actions relating to changes to
our restated certificate of incorporation, howeviewe only:

. increase the amount of the authorized preferrezksioany outstanding series of preferred stocknyrof our other capital stock;
or

. create and issue another series of preferred stoaky other capital stock; and

. in either case, this preferred stock ranks equtd @i junior to the outstanding preferred stockecadividends and liquidating
distributions.
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DESCRIPTION OF DEPOSITARY SHARES

This section describes the general terms and pomg®f shares of preferred stock represented pysitary shares. The applicable
prospectus supplement will describe the specifib$eof the depositary shares offered through thapectus supplement and any general
terms outlined in this section that will not apptythose depositary shares.

We have summarized in this section certain terndspaiavisions of the deposit agreement, the depgsitaares and the receipts
representing depositary shares. The summary isamplete. You should read the forms of depositement and depositary receipt that we
have filed with the SEC for additional informatibafore you buy any depositary shares that reprgsefarred stock of that series.

General

We may issue depositary receipts evidencing theslgpy shares. Each depositary share will repteséraction of a share of preferred
stock. Shares of preferred stock of each clasersrepresented by depositary shares will besiegbunder a separate deposit agreement
among us, the preferred stock depositary and tletoof the depositary receipts. Subject to theseof the deposit agreement, each owner
of a depositary receipt will be entitled, in propon to the fraction of a share of preferred stomresented by the depositary shares evidence
by that depositary receipt, to all the rights anefgrences of the preferred stock representeddsetdepositary shares. Those rights include
any dividend, voting, conversion, redemption andililation rights. Immediately following our issuanand delivery of the preferred stock to
the preferred stock depositary, we will cause ttefgpred stock depositary to issue the depositegipts on our behalf.

Dividends and other distributions

The preferred stock depositary will distributedillidends or other cash distributions receivedespect of the preferred stock to the
record holders of depositary receipts in proportmthe number of depositary receipts owned bydtadders.

If there is a distribution other than in cash, pheferred stock depositary will distribute propéttseceives to the entitled record holders
of depositary receipts. However, if the preferriamtk depositary determines that it is not feasiblenake that distribution, the preferred stock
depositary may, with our approval, sell the propartd distribute the net proceeds from this satbecholders of depositary shares.

Withdrawal of stock

If a holder of depositary receipts surrenders #ygogitary receipts at the corporate trust officthefpreferred stock depositary, the
holder will be entitled to receive the number odigs of the preferred stock and any money or giragerty represented by those depositary
shares. However, the holder will not be entitledetceive these shares and related assets if titededepositary shares have previously been
called for redemption or converted or exchanged ather securities of our company. Holders of dépnsreceipts will be entitled to receive
whole or fractional shares of the preferred statkh® basis of the proportion of preferred stogkeeented by each depositary share spec
in the applicable prospectus supplement. Holdeshafes of preferred stock received in exchangddpositary shares will no longer be
entitled to receive depositary shares in exchaagstfares of preferred stock. If the holder debvapositary receipts evidencing a number of
depositary shares that is more than the numbegpdsitary shares representing the number of sbémeferred stock to be withdrawn, the
preferred stock depositary will issue the holdee® depositary receipt evidencing this excess numbeepositary shares at the same time.
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Redemption of depositary shares

Whenever we redeem shares of preferred stock Iyetldebpreferred stock depositary, the preferredkstiepositary will redeem as of
that redemption date the number of depositary sham@resenting shares of the preferred stock seredd. However, we must have paid in
full the redemption price of the preferred stock#oredeemed plus any accrued and unpaid dividem¢tse preferred stock to the preferred
stock depositary.

The redemption price per depositary share will dpgagto the redemption price and any other amopetshare payable with respect to
the preferred stock. If fewer than all the depogishares are to be redeemed, the depositary sfoabesredeemed will be selected by the
preferred stock depositary pro rata or by lot asthar equitable method. In each case, we will datex the method for selecting the
depositary shares.

After the date fixed for redemption, the depositsimares called for redemption will no longer bestariding. When the depositary shi
are no longer outstanding, all rights of the haddefrthe related depositary receipts will ceaseepkthe right to receive money or other
property that the holders of the depositary reseiyre entitled to receive upon such redemptioesé&tpayments will be made when the
holders surrender their depositary receipts tqtieéerred stock depositary.

Voting the preferred stock

Upon receipt of notice of any meeting at which liloéders of the preferred stock are entitled to vtite preferred stock depositary will
mail information about the meeting contained intléce to the record holders of the depositaryesheepresenting such preferred stock.
Each record holder of depositary shares on thedetate will be entitled to instruct the preferstdck depositary as to how the preferred
stock underlying the holder’s depositary shareshélvoted. The record date for the depositaryeshaiill be the same as the record date for
the preferred stock.

The preferred stock depositary will vote the amafrireferred stock represented by the depositaayes according to these
instructions. We will agree to take all reasonatiton deemed necessary by the preferred stocksdapoin order to enable the preferred
stock depositary to vote the preferred stock in thanner. The preferred stock depositary will natevshares of preferred stock for which it
does not receive specific instructions from thededd of depositary shares representing that pesfestock. The preferred stock depositary
will not be responsible for any failure to carryt@my voting instruction, or for the manner or effef any vote, as long as its action or
inaction is in good faith and does not result fritmegligence or willful misconduct.

Exchange of preferred stock

Whenever we exchange all of the shares of prefestiazk held by the preferred stock depositary ftdecurities or common stock,
preferred stock depositary will exchange as of éxahange date all depositary shares represernitiofithe shares of the preferred stock
exchanged for debt securities or common stock. Heweave must have issued and deposited with thfeqeel stock depositary debt
securities or common stock for all of the sharethefpreferred stock to be exchanged.

The exchange rate per depositary share will beléqule exchange rate per share of preferred stoakiplied by the fraction of a
share of preferred stock represented by one deppshare, plus all money and other property, ¥, @@presented by such depositary shares,
including all accrued and unpaid dividends on therss of preferred stock.

Conversion of preferred stock

The depositary shares, as such, are not convettitdechangeable into common stock or any of olierosecurities or property.
Nevertheless, the prospectus supplement relatiag tuffering of depositary shares may provide thatholders of depositary receipts n
surrender their depositary receipts to the prefesteck depositary with written instructions to fireferred stock depositary to instruct us to
cause the conversion or exchange of the prefetoelt sepresented by these depositary shares. Wedgreed that upon receipt of these
instructions and any related
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amounts payable we will cause the requested caowveos exchange. If the depositary shares are wobgerted or exchanged in part only, a
new depositary receipt or receipts will be issumdahy depositary shares not to be converted dramged.

Amendment and termination of the deposit agreement

The form of depositary receipt evidencing the déposshares and any provision of the deposit ages# may be amended by
agreement between us and the preferred stock deposiowever, any amendment that materially anceeskly alters the rights of the
holders of depositary shares or that would be ri#dieand adversely inconsistent with the rightarged to the holders of the related prefe
stock requires the approval of the holders of astiéwo thirds of the depositary shares then oudéta.

We may terminate the deposit agreement upon nethes 60 days’ notice if holders of a majoritytleé depository shares then
outstanding consent. If we terminate the deposgemgent, the preferred stock depositary will delivemake available to each holder of
depositary receipts that surrenders the deposigasipts it holds, the number of whole or fracticsteares of preferred stock represented by
the depositary shares evidenced by these deposiegipts.

In addition, the deposit agreement will automatycerminate if:
. all outstanding depositary shares are redeemedgedel or exchanged; or

. there is a final distribution in respect of theated preferred stock in connection with any ligtimaof our business and the
distribution has been distributed to the holderthefrelated depositary receir.

Charges of preferred stock depositary

We will pay all transfer and other taxes and gowental charges arising solely from the existendh@ideposit agreement. In addition,
we will pay the fees and expenses of the prefesteck depositary in connection with the performaofciés duties under the deposit
agreement. Holders of depositary receipts will fpapsfer and other taxes and governmental chargkaray other charges that are stated
their responsibility in the deposit agreement.

Resignation and removal of depositary

The preferred stock depositary may resign at ang ty delivering notice to us. We also may remneepreferred stock depositary at
any time. Resignations or removals will take efigobn the appointment of a successor preferred stegositary. This successor must be
appointed within 60 days after delivery of the pnetof resignation or removal and must be a bartkust company having its principal office
in the United States and having a combined cagitdlsurplus of at least $50,000,000.

Miscellaneous

The preferred stock depositary will forward to heyisl of depositary receipts any reports and commatioits that we send to the
preferred stock depositary with respect to thetedl@referred stock.

Neither we nor the preferred stock depositary ballliable if it is prevented or delayed, by lawaoly circumstances beyond its contrc
performing its obligations under the deposit agreemOur obligations and the preferred stock depnss obligations under the deposit
agreement will be limited to performance in goothfand without negligence or willful misconducttbe duties described in the deposit
agreement. Neither we nor the preferred stock diggsvill be obligated to prosecute or defend &gal proceeding relating to any
depositary receipts, depositary shares or sharpeetdrred stock unless satisfactory indemnitysished. We and the preferred stock
depositary may rely on written advice of counsehecountants, or information provided by persors@nting shares of preferred stock for
deposit, holders of depositary receipts or othesqes believed to be competent and authorizedgartformation and on documents believed
to be genuine.
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If the preferred stock depositary receives confligtlaims, requests or instructions from any hidde depositary receipts, on the one
hand, and us, on the other hand, the preferredt stepositary will be entitled to act on the claimegjuests or instructions received from us.

DESCRIPTION OF WARRANTS

General

We may issue, together with other securities oassply, warrants to purchase our debt securit@®mon stock, preferred stock or
depositary shares. We will issue the warrants underant agreements to be entered into betweendia dank or trust company, as warrant
agent, all as shall be set forth in the applicabtespectus supplement. The warrant agent will @lefysas our agent in connection with the
warrants of the series being offered and will restusme any obligation or relationship of agencywsttfor or with any holders or beneficial
owners of warrants.

The applicable prospectus supplement will desdtibdollowing terms, where applicable, of warraintsespect of which this prospec
is being delivered:
. the title of the warrants;

. the designation, amount and terms of the secufitieswhich the warrants are exercisable and thegatares and conditions
relating to the exercise of such warrai

. the designation and terms of the other securifi@sy, with which the warrants are to be issued #e number of warrants issued
with such security

. the price or prices at which the warrants will suied;
. the aggregate number of warrants;

. any provisions for adjustment of the number or ami@d securities receivable upon exercise of theravds or the exercise price
of the warrants

. the price or prices at which the securities purabksupon exercise of the warrants may be purchased

. if applicable, the date on and after which the aaits and the securities purchasable upon exertthe avarrants will be
separately transferabl

. if applicable, a discussion of the material Unigdtes federal income tax considerations applicabiiee exercise of the warrants;
. any other terms of the warrants, including termecedures and limitations relating to the exchaamyg exercise of the warrants;

. the date on which the right to exercise the wasrarnli commence, and the date on which the righitexpire;

. the maximum or minimum number of warrants which rhayexercised at any time; and

. information with respect to book-entry proceduitany.

Exercise of warrants

Each warrant will entitle the holder thereof to ghase for cash the amount of debt securities, studingreferred stock, shares of our
common stock or depositary shares at the exercise @s will in each case be set forth in, or beeinable as set forth in, the applicable
prospectus supplement. Warrants may be exercisatiyatme up to the close of business on the etipiralate set forth in the applicable
prospectus supplement. After the close of businadbe expiration date, unexercised warrants veididme void.
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Warrants may be exercised as set forth in the egke prospectus supplement relating to those wistrblpon receipt of payment and
the warrant certificate properly completed and dadgcuted at the corporate trust office of the amtragent or any other office indicated in
the applicable prospectus supplement, we will.oas s practicable, forward the purchased secsirifi¢gess than all of the warrants
represented by the warrant certificate are exadcs@ew warrant certificate will be issued for thmaining warrants.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, includimgracts obligating holders to purchase from us,@blifjating us to sell to the
holders, a specified number of shares of our comsback, or our preferred stock at a future datdates. The price per share of common
stock or preferred stock may be fixed at the tilhmegtock purchase contracts are issued or maytbendred by a specific reference to a
formula set forth in the stock purchase contralit® stock purchase contracts may be issued selyavates part of stock purchase units
consisting of (1) a stock purchase contract andi€¢b} securities, preferred securities or debgatltibns of third parties, including U.S.
Treasury securities, securing the holders’ oblayatito purchase our common stock or the prefetoatk sinder the stock purchase contracts.
The stock purchase contracts may require us to pekedic payments to the holders of the stock Ipase units or vice versa, and such
payments may be unsecured or prefunded on some Bas stock purchase contracts may require hotdesscure their obligations
thereunder in a specified manner. The applicaldep@ctus supplement will describe the terms ofsdogk purchase contracts or stock
purchase units.

Unless otherwise specified in the applicable progmesupplement, the securities related to the&kgiaochase contracts will be pledged
to a collateral agent, for our benefit, under algkeagreement. The pledged securities will se¢ci®bligations of holders of stock purchase
contracts to purchase shares of our common stookrgpreferred stock under the related stock pueltantracts. The rights of holders of
stock purchase contracts to the related pledgeadities will be subject to our security interestlimse pledged securities. That security
interest will be created by the pledge agreemeathdlder of stock purchase contracts will be pasdito withdraw the pledged securities
related to such stock purchase contracts fromlgaige arrangement except upon the terminationny settlement of the related stock
purchase contracts. Subject to that security intened the terms of the purchase contract agreesneinthe pledge agreement, each holde
stock purchase contract will retain full benefiagainership of the related pledged securities.

Except as described in the applicable prospectusiesment, the collateral agent will, upon receipdistributions on the pledged
securities, distribute those payments to us oralase contract agent, as provided in the pledgeeatent. The purchase contract agent will
in turn distribute payments it receives as provithethe stock purchase contract.
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DESCRIPTION OF SUBSCRIPTION RIGHTS

General

We may issue subscription rights to purchase obt skecurities, our common stock, our preferredistdepositary shares of warrants to
purchase debt securities, common stock, prefetostk ®r depositary shares. We may issue subsanipigints independently or together with
any other offered security. The subscription rightsy or may not be transferable by the recipietthefsubscription rights. In connection w
any subscription rights offering to our stockhokjeve may enter into a standby underwriting arrarege with one or more underwriters
providing for the underwriter(s) to purchase arfgied securities remaining unsubscribed for aftersubscription rights offering. In
connection with a subscription rights offering tr stockholders, certificates evidencing the supson rights and a prospectus supplement
will be distributed to our stockholders on the mekdate for receiving subscription rights in théseription rights offering set by use.

. The applicable prospectus supplement will desdhibdollowing terms of subscription rights in respef which this prospectus is
being delivered

. the title of the subscription rights;

. the securities for which the subscription rights exercisable;
. the exercise price for the subscription rights;

. the number of subscription rights issued to eastkstolder;

. the extent to which the subscription rights aregfarable;

. if applicable, a discussion of the material Uniftdtes federal income tax considerations applidabilee issuance or exercise of
the subscription rights

. any other terms of the subscription rights, inahgdierms, procedures and limitations relating ®dkchange and exercise of the
subscription rights

. the date on which the right to exercise the sup#ori rights will commence, and the date on whiuh tight will expire;
. the extent to which the subscription rights inclagleover-subscription privilege with respect toubscribed securities; and

. if applicable, the material terms of any standbgiemvriting arrangement entered into by us in cotineavith the subscription
rights offering.

Exercise of subscription rights

Each subscription right will entitle the holdersafbscription rights to purchase for cash the ppmichmount of debt securities, shares of
our preferred stock, depositary shares, our comstaek, warrants or any combination of those sdegrit the exercise price as will be set
forth in, or be determinable as set forth in, thpl&able prospectus supplement. Subscription sighdy be exercised at any time up to the
close of business on the expiration date for subisaription rights set forth in the applicable prestus supplement. After the close of
business on the expiration date, all unexercisbdaiption rights will become void.

Subscription rights may be exercised as set forthé applicable prospectus supplement. Upon reoéjmyment and the subscription
rights certificate properly completed and duly axed at the corporate trust office of the subsimiptights agent or any other office indica
in the prospectus supplement, we will, as soorrastipable, forward the securities purchasable g exercise. In the event that not all of
the subscription rights issued in any offering exercised, we may determine to offer any unsubsdrdifered securities directly to persons
other than stockholders, to or through agents, mriters or dealers or through a combination ofhsoethods, including pursuant to standby
underwriting arrangements, as set forth in theiagple prospectus supplement.

22



DESCRIPTION OF COMMON STOCK

We may issue, either separately or together witlerasecurities, shares of our common stock. Underastated certificate of
incorporation, we are authorized to issue up t0@,®00,000 shares of our common stock. A prospexttpplement relating to an offering of
common stock, or other securities convertible ahexgeable for, or exercisable into, common staikdescribe the relevant terms,
including the number of shares offered, any iniigéring price, and market price and dividend mfation, as well as, if applicable,
information on other related securities. See “Diption of Outstanding Capital Stock” below.

DESCRIPTION OF OUTSTANDING CAPITAL STOCK

We have summarized some of the terms and provisibasr outstanding capital stock in this sectibhe summary is not complete. \
have also filed our restated certificate of incogpion, our by-laws and the certificate of desigpratelating to the Series A preferred stock as
exhibits to our annual report on Form 10-K. Youuddaead our restated certificate of incorporam our by-laws and the certificate of
designation relating to the Series A preferredistoc additional information before you purchasg afiour capital stock.

As of January 12, 2001, our authorized capitallsteas 1,518,500,000 shares. Those shares conefsted
. 1,500,000,000 shares of common stock, par value 0 share;

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

As of January 12, 2001, there were 367,619,71%shafrcommon stock, no shares of preferred stodknarshares of Class R
convertible common stock outstanding.

Common stock

Subject to the senior rights of preferred stockalthinay from time to time be outstanding, holdersahmon stock are entitled to
receive dividends declared by the board of directart of funds legally available for their paymeduspon dissolution and liquidation of our
business, holders of common stock are entitledrdable share of our net assets remaining afianeat to the holders of the preferred stock
of the full preferential amounts they are entitledAll outstanding shares of common stock areyfplid and nonassessable.

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

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

Preferred stock

The preferred stock has priority over the commailstvith respect to dividends and to other distidins, including the distribution of
assets upon liquidation. The board of directoeuihorized to fix and determine the terms, limitati and relative rights and preferences ¢
preferred stock, to establish series of prefertedksand to fix and determine the variations asrgreeries. The board of directors without
stockholder approval could issue preferred stotk woting and conversion rights which could advisrsdfect the voting power of the
holders of common stock. The board of directorsdesignated 500,000 shares of Series A juniorgipating preferred stock. Series A jun
participating preferred stock will be issued intardonsisting of one one-thousandth of a sharenéS A junior participating preferred stock.
Series A junior participating preferred stock isaparity with the common stock with respect tadabwds and to other distributions, includ
the distribution of assets on liquidation. Quastalividends per unit equal the amount of the quigrividend paid per share of common
stock, when, as and if declared by the board efctlirs. The holders of units are entitled to orte yer unit, voting together with the comn
stock on all matters submitted to the stockhold&ssof the date of this prospectus, there are ristanding shares of preferred stock.
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Anti-takeover provisions

We currently have provisions in our restated degte of incorporation and by-laws that could hameanti-takeover effect. The
provisions in the restated certificate of incorpimminclude:

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

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

. the requirement of the affirmative vote of at |86/ 3% of our outstanding shares of stock entitled te ibereon to adopt,
repeal, alter, amend or rescind ou-laws.

The by-laws contain specific procedural requireradot the nomination of directors and the introdtutiof business by a stockholder of
record at an annual meeting of stockholders whaeh business is not specified in the notice of mgedr brought by or at the discretion of
the board of directors. In addition to these priovis, the board of directors has adopted a stodknsl rights plan, under which rights were
distributed in a dividend. These rights entitle fiodder to acquire units of Series A junior papating preferred stock, which is exercisable
upon the occurrence of certain events, includimgattquisition by a person or group of a specified@ntage of the common stock.

PLAN OF DISTRIBUTION

We may sell the offered securities as follows:
. through agents;

. through underwriters;
. to dealers; or

. directly to one or more purchasers.

By agents

Offered securities may be sold through agents dagégl by us. Unless otherwise indicated in a piispesupplement, the agents will
use their best efforts to solicit purchases forgeeod of their appointment.

By underwriters

If underwriters are used in the sale, the offexlisties will be acquired by the underwritersttogir own account. The underwriters
may resell the securities in one or more transastimcluding negotiated transactions, at a fixeblig offering price or at varying prices
determined at the time of sale. The obligationthefunderwriters to purchase the securities wilktgiect to certain conditions. The
underwriters will be obligated to purchase all $eeurities of the series offered if any of the siéies are purchased. Any initial public
offering price and any discounts or concessiormat or re-allowed or paid to dealers may be chéfigen time to time.

To dealers

If a dealer is used in the sale, we will sell tiileied securities to the dealer, as principal. @ealer may then resell those securities to
the public at varying prices to be determined leydkaler at the time of resale.
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Direct sales

We may also sell offered securities directly tditntional investors or others. These sales maludeones made under arrangements
with the investors under which we have the righteiquire the investors to purchase the offeredrg@sifrom us from time to time at prices
tied to the market price for those securities.

Delayed delivery contracts

We may authorize underwriters, dealers and agergslicit offers by certain institutional investdospurchase offered securities under
contracts providing for payment and delivery owitufe date specified in the prospectus supplenidrt.prospectus supplement will also
describe the public offering price for the secastand the commission payable for solicitatiorheke delayed delivery contracts. Delayed
delivery contracts will contain definite fixed pei@nd quantity terms. The obligations of a purchasder these delayed delivery contracts
will be subject to only two conditions:

. that the institution’s purchase of the securitietha time of delivery of the securities is notpitited under the law of any
jurisdiction to which the institution is subjecha

. that we shall have sold to the underwriters thal fatincipal amount of the offered securities, lgssprincipal amount covered by
the delayed delivery contrac

General information

Underwriters, dealers, agents and direct purchakatarticipate in the distribution of the offdreecurities may be underwriters as
defined in the Securities Act and any discountsamnmissions they receive from us and any profitr@nresale of the offered securities by
them may be treated as underwriting discounts anthuissions under the Securities Act. Any underusijtdealers or agents will be identif
and their compensation described in a prospeciydement.

We may have agreements with the underwriters, dealed agents to indemnify them against certaiih l@bilities, including liabilities
under the Securities Act, or to contribute withpes to payments which the underwriters, dealeeggents may be required to make.

Underwriters, dealers and agents may engage isactinns with, or perform services for, us or atysidiaries in the ordinary course of
their businesses.

The place, time of delivery and other terms ofghlke of the offered securities will be describethimprospectus supplement.
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LEGAL MATTERS

Willkie Farr & Gallagher will issue an opinion fas about the legality of the offered securitiesy Anderwriters will be advised about
other issues relating to any offering by their degal counsel.

EXPERTS

The consolidated financial statements of Level &g@mnications, Inc. as of December 31, 1999 and mbee 31, 1998 and for the
years then ended, incorporated by reference irrdigistration statement have been audited by Artmagtersen LLP, independent puk
accountants, as indicated in their report with eesgphereto, and have been incorporated hereilisnice upon the authority of said firm as
experts in giving said report.

The consolidated statements of operations, caslsft;md changes in stockholders’ equity of LeveldBn@unications, Inc. for the year
ended December 27, 1997, as well as the consdlidaiance sheets of RCN Corporation and Subsidiaseof December 31, 1999 and 1998
and the related statements of operations, caslsfloemprehensive income, and changes in stocklsleguity, for each of the three years in
the period ended December 31, 1999, incorporatedfeyence in this registration statement, have lieeorporated herein in reliance on the
reports of PricewaterhouseCoopers LLP, indepenalmrduntants, given on the authority of that firmeagerts in accounting and auditing.
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