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FORM 10-Q/A
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended September 30, 1998

or

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period to

Commission file number 0-15658

LEVEL 3 COMMUNICATIONS, INC.

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) (I.R.S. Employer
Identification No.)
3555 Farnam Street, Omaha, Nebraska 68131
(Address of principal executive offices) (Zip Code)

(402) 536-3677
(Registrant's telephone number,
including area code)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports(s)), and (2) has been
subject to such filing requirements for the pastag@s. Yes X No

The number of shares outstanding of each clagseassuer's common stock, as of November 1, 1998:
Common Stock 307,122,673 shares
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LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Operations

(unaudited)
Three Mont hs Ended Nine Months Ended
Septem ber 30, September 30,

(dollars in millions, except share data) 1998 1997 1998 1997
Revenue $ 106 $ 81 $296 $ 242
Costs and Expenses:

Operating expenses 47 37 138 117

Depreciation and amortization 15 5 31 15
General and administrative expenses 96 26 199 61
Write-off of in process

research & development - - 30 -

Total costs and expenses 158 68 398 193
Earnings (Loss) from Operations (52) 13 (102) 49
Other Income (Expense):

Interest income 53 8 124 23
Interest expense, net (46) (3) (86) (10)
Other, net, principally equity losses of

unconsolidated entities 27) (10) (53) (11)
Total other income (expense) (20) (5) (15) 2
Earnings (Loss) Before Income Taxes and

Discontinued Operations (72) 8 (117) 51
Income Tax (Provision) Benefit 23 (2) 28 an

Earnings (Loss) from Continuing
Operations (49) 6 (89) 34
Discontinued Operations:
Gain on split-off of construction
operations - 608
Gain on disposition of energy business,
net of income tax expense of $174 - 324
Energy, net of income tax benefit of
$26 and $19 - (50) - 37)
Construction, net of income tax
expense of $21 and $56 - 34
Earnings (loss) from discontinued
operations -

Net Earnings (Loss) $ (49)

(16) 932 47

$(10)$843 $ 81

Earnings (Loss) Per Share:
Continuing Operations:
Basic $(.16)

$.03 $(.30) $ .14

Diluted $(.16)

$.03 $(.30) $ .14

Discontinued Operations, excluding
construction operations:

Basic $ - $(.21) $3.11  $(.15)

Diluted $ -

$(.21) $3.11  $(.15)

Net Earnings(Loss), excluding
construction operations:
Basic $(.16)

$(.18) $2.81  $(.01)

Diluted $(.16)

$(.18)$2.81  $(.01)




Net Earnings (Loss), excluding gain on
split-off of construction operations:
Basic $(.16)

$(.18)$.78  $(.01)

Diluted $(.18)$.78  $(.01)

See accompanying notes to consolidated condensaucfal statements.

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets

(Unaudited)
Sep tember 30, December 27,

(dollars in millions, except share data) 1998 1997
Assets
Current Assets

Cash and cash equivalents $ 653 $ 87
Marketable securities 2,980 678
Restricted securities 24 22
Accounts receivable 59 42
Investment in discontinued operations - energy - 643
Other 56 22
Total Current Assets 3,772 1,494
Property, Plant and Equipment, less

accumulated depreciation and amortization

of $232 and $228 594 184
Investments 313 383
Investment in Discontinued Operations - Constructio n - 652
Other Assets 259 66
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See accompanying notes to consolidated condensaucfal statements.

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Balance Sheets

(Unaudited)
Se ptember 30, December 27,
(dollars in millions, except share data) 1998 1997
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable $ 126 $ 31
Current portion of long-term debt 6 3
Accrued reclamation and other mining costs 16 19
Accrued interest 80 2
Deferred income taxes 6 15
Income taxes payable 6 -
Other 37 19
Total Current Liabilities 277 89
Long-Term Debt, less current portion 2,140 137
Deferred Income Taxes 92 83
Accrued Reclamation Costs 96 100
Other Liabilities 157 140
Stockholders' Equity:
Preferred stock, no par value, authorized
10,000,000 shares; no shares outstanding
in 1998 and 1997 - -
Common Stock, $.01 par value in 1998 and
$.0625 par value in 1997:
Common Stock(Class D in 1997), authorized
500,000,000 shares;307,187,326 shares
outstanding in 1998 and 271,034,280
outstanding in 1997 3 8

Class B, no shares outstanding in 1997



Class C, 10,132,343 outstanding in 1997 1

Additional paid-in capital 736 427
Accumulated other comprehensive income (loss) 5 (5)
Retained earnings 1,432 1,799
Total Stockholders' Equity 2,176 2,230

$4,938 $2,779

See accompanying notes to consolidated condensaucial statements.

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

(unaudited)
Nine Months Ended
September 30,
(dollars in millions) 1998 1997
Cash flows from continuing operations:
Net cash (used in) provided by continuing operatio ns $ (16) $ 167
Cash flows from investing activities:
Proceeds from sales and maturities of
marketable securities 2,882 160
Purchases of marketable securities (5,132) (168)
Change in restricted securities - 4
Acquisitions and investments (24) (32)
Proceeds from sale of property, plant and equipmen t
and other investments 26 1
Capital expenditures (409) (20)
Net cash used in investing activities (2,657) (55)
Cash flows from financing activities:
Payments on long-term debt including current porti on 7) 2)
Issuance of long-term debt, net 1,937 17
Issuances of common stock 21 49
Proceeds from exercise of stock options 7 -
Dividends paid - (12)
Exchange of Class B&C Stock for Common Stock, net 122 72
Net cash provided by financing activities 2,080 124
Cash flows from discontinued operations:
Proceeds from sale of energy operations 1,159 -
Investments in discontinued energy operations - (34)
Net cash provided by (used in) discontinued
operations 1,159 (34)
Cash and cash equivalents of C-TEC at the
beginning of 1997 - (76)
Net change in cash and cash equivalents 566 126
Cash and cash equivalents at beginning of year 87 147
Cash and cash equivalents at end of period $ 653 $ 273
Non-Cash investing activities:
Issuance of stock for acquisitions:
XCOM Technologies, Inc. $ 154 $ -
GeoNet Communications, Inc. 19 -
Other 10 -

The activities of the Construction & Mining Groupve been removed from the Consolidated Condensgen$tnts of Cash Flows.
See accompanying notes to consolidated condensaucfal statements.
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statement of Changes in Stockhol&epsty For the nine months ended September 30,



(unaudited)

Class Common Other

B&C Stock  Additional Accumulated

Common (Class D Paid-in Comprehensive Retained
(dollars in millions) Stock in 1997) Capital Income (Loss) Earnings Total
Balance at
December 28,1997 $ 1 $ 8 $ 427 $ (5) $1,799 $2,230

Common Stock:
Issuance of Common

Stock - 1 203 - - 204
Stock options exercised - 1 7 - (1) 7
Designation of par

value to $.01 - (8) 8 - -

Stock dividend - 1 (1) - - -
Stock option grants - - 25 - - 25
Income tax benefit from

exercise of options - - 12 - - 12

Class R Stock:

Issuance of Class R

Stock - - 92 - (92)
Forced conversion

of Class R Stock to

Common Stock - - 72 - (72)
Class C Stock:

Repurchases - - (25) - - (25)
Conversion of debentures - - 10 - - 10
Net Earnings - - - - 843 843
Other Comprehensive Loss - - - (5) - (5)
Split-off of the

Construction & Mining

Group 1) - (94) 15 (1,045) (1,125)
Balance at

September 30,1998 $ - $ 3 $ 736 $ 5 $1432 $2,176

See accompanying notes to consolidated condensucial statements.
LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
1. Basis of Presentation

The consolidated condensed balance sheet of Le@eh@nunications, Inc. and subsidiaries ("Level Bthe "Company"), at December 27,
1997 has been condensed from the Company's almditedce sheet as of that date. All other finarate@lements contained herein are
unaudited and, in the opinion of management, corghiadjustments (consisting only of normal remgraccruals) necessary for a fair
presentation of financial position, results of @gtems and cash flows for the periods presented.ddémpany's accounting policies and ce
other disclosures are set forth in the notes ta@timsolidated financial statements contained irGdbmpany's Annual Report on Form KQas
amended, for the year ended December 27, 1997eTmascial statements should be read in conjunatiith the Company's audited
consolidated financial statements and notes theféit® preparation of the consolidated condensethéiial statements in conformity with
generally accepted accounting principles requiraragement to make estimates and assumptions téett thfe reported amount of assets
liabilities, disclosure of contingent assets aadilities and the reported amount of revenue ampeieses during the reported period. Actual
results could differ from these estimates.

In 1997, the Company agreed to sell its energytasseCalEnergy Company, Inc. ("CalEnergy") anddparate the construction operations
("Construction & Mining Group") from the CompanynQanuary 2, 1998, the Company completed the §itte energy assets to CalEnergy.
On March 31, 1998, the Company completed the sfflitf the Construction & Mining Group to stockhels that held Class C Stock.
Therefore, the assets and liabilities and restiltperations of both businesses have been clagsifigliscontinued operations on the
consolidated condensed balance sheet and statefraerations for all periods presented. Only #mults of operations of the energy
business have been reflected as discontinued cstatement of cash flows.

The Company is currently constructing its commuiiices network. Costs associated directly with theampleted network and interest
expense incurred during construction are capitdlizs segments of the network become operationalassets will be depreciated over their
useful lives.

The Company is currently developing business sumystems. The external direct costs of softwaenals and services, payroll a



payroll related expenses for employees directlpeiased with the project, and interest costs ireditvhen developing the business support
systems are capitalized. Upon completion of thgeptpthe total cost of the business support systeith be amortized over its useful life.

The capitalized business support systems and netvemstruction costs incurred to date, $364 millioave been classified as assets under
construction within Property, Plant & Equipmentlire accompanying consolidated condensed balaneg. she

The results of operations for the three and ninathended September 30, 1998, are not necesisatitative of the results to be expected
for the full year.

On May 1, 1998, the Company's Board of Directo@angfed Level 3's fiscal year end from the last Satyiin December to a calendar year
end. The additional five days in the 1998 fiscadrywill be reflected in the Company's Form 10-K tlee period ended December 31, 1998.

Where appropriate, items within the consolidatedidemsed financial statements have been reclas$ifiedthe previous periods to conform
to current period presentation.

2. Reorganization - Discontinued Construction Ofiena

On March 31, 1998, a separation of the Companystiaction & Mining Group and Diversified Group wea@mnpleted through the split-off
of the Construction and Mining Group (the "Splif-qf

The Company recognized a gain of $608 million eqoizhe difference between the carrying value ef@onstruction & Mining Group and
its fair value in accordance with the Financial daoting Standards Board Emerging Issues Tax Festeel96-4. No taxes were provided on
this gain due to the tax-free nature of the Sgfit-the Company then reflected the fair value & @onstruction & Mining Group as a
distribution to the Class C stockholders.

In connection with the Split-off, Level 3 and therGtruction & Mining Group entered into variousegments including a Separation
Agreement, a Tax Sharing Agreement and an amendieel Management Agreement.

The Separation Agreement, as amended, providebdallocation of certain risks and responsibaitietween Level 3 and the Construction
& Mining Group and for cross-indemnifications tlaae intended to allocate financial responsibilityttie Construction & Mining Group for
liabilities arising out of the construction busised to allocate to Level 3 financial respongipiior liabilities arising out of the non-
construction businesses. The Separation Agreenmmbbocates certain corporate-level risk exposua readily allocable to either the
construction businesses or the non-constructiombsses.

Under the Tax Sharing Agreement, with respect tags, or portions thereof, ending on or before $jpét-off, Level 3 and the Construction
& Mining Group generally will be responsible forypag the taxes relating to such returns, including subsequent adjustments resulting
from the redetermination of such tax liabilitiesthy applicable taxing authorities, that are allidedo the non-construction businesses and
construction businesses, respectively. The TaxiSh&greement also provides that Level 3 and thes@taction & Mining Group will
indemnify the other from certain taxes and expetis&swould be assessed if the Split-off were deieed to be taxable, but solely to the
extent that such determination arose out of thadiréy Level 3 or the Construction & Mining Grougspectively, of certain representations
made to the Internal Revenue Service in conneegtitimthe private letter ruling issued with resptcthe Split-off. If the Split-off were
determined to be taxable for any other reasongettmses would be allocated equally to Level 3 &edGonstruction & Mining Group. Finall
under certain circumstances, Level 3 would mak&ageliquidated damage payments to the Constru&idfining Group if the Split-off was
determined to be taxable, in order to indirectlyjnpensate Class C stockholders for taxes asseseadhgm in that event.

In connection with the Split-off, the Mine Managemhégreement, pursuant to which the Constructiokli®ing Group provides mine
management and related services to Level 3's cindthgnoperations, was amended to provide the Coasstm & Mining Group with a right

of offer in the event that Level 3 were to deterenta sell any or all of its coal mining propertiesder the right of offer, Level 3 would be
required to offer to sell those properties to tlom€ruction & Mining Group. If the Construction &iMng Group were to decline to purchase
the properties at that price, Level 3 would be fresell them to a third party for an amount grettten or equal to that price. If Level 3 were
to sell the properties to a third party, thus terating the Mine Management Agreement, it woulddwmuired to pay the Construction &
Mining Group an amount equal to the discountedemesgalue of the Mine Management Agreement, detezthiif necessary, by an appraisal
process.

Following the Split-off, the Company's common sthelgan trading on The Nasdaq National Market onl Apd998, under the symbol
"LVLT". In connection with the Split-off, the consiction business was renamed "Peter Kiewit Sons!; Bnd the Class D Stock became the
common stock of Level 3 Communications, Inc. ("CoomStock™). Accordingly, the separate financiatestaents of Peter Kiewit Sons', Inc.
should be obtained to review the financial positiéthe Construction & Mining Group as of DecemB@&r 1997 and the results of operations
for the three and nine months ended Septemberd®0Q.. 1

The Company's certificate of incorporation gavelstolders the right to exchange their Class C Stocklass D Stock under a set
conversion formula. That right was eliminated assalt of the Split-off. To replace that conversi@ht, Class C stockholders received 6.5
million shares of a new Class R Convertible Std€{gss R Stock") in January 1998, which was coriverinto Level 3 Common Stock in
accordance with terms ratified by stockholders @c@mber 1997. The Company reflected in the equitgunts the exchange of t



conversion right and issuance of the Class R Sdbdk fair value of $92 million at the date of #Bplit-off.

On May 1, 1998, the Board of Directors of Level &@nunications, Inc. determined to force conversiball shares of the Company's Class
R Stock into common stock of the Company, effeckilay 15, 1998. The Class R Stock was convertedliet@l 3 Common Stock in
accordance with the formula set forth in the Ciedife of Incorporation of the Company. The formpiavided for a conversion ratio equal to
$25, divided by the average of the midpoints betwt&e high and low sales prices for Level 3 Comi8tatk on each of the fifteen trading
days during the period beginning April 9 and endipyil 30. The average for that period was $32ddjusted for the stock dividend issued
August 10, 1998. Accordingly, each holder of CIRsStock received .7778 of a share of Level 3 Com@tmak for each share of Class R
Stock held. In total 6.5 million shares of ClasSt&ck were converted into 5.1 million shares of @wn Stock. The value of the Class R
Stock at the time of the forced conversion wast#8Bs the 6.5 million shares outstanding, or $1@#lan. The Company recognized the
additional $72 million of value upon conversiontioé Class R Stock to Common Stock. As a resuli®fdrced conversion, certain
adjustments were made to the cost sharing andMiséation provisions of the Separation Agreemerat 8ax Sharing Agreement between
Company and Peter Kiewit Sons', Inc. which redubedcosts and risks allocated to the Company.

The Company has embarked on a plan to becomeliiéaebased provider (that is, a provider that even leases a substantial portion of the
plant, property and equipment necessary to pratsdgervices) of a broad range of integrated comoations services. To reach this goal,
Company plans to expand substantially the busiokeis PKS Information Services, Inc. subsidiaryl @a create, through a combination of
construction, purchase and leasing of facilitied ather assets, an international, end-to- endljtiasibased communications network (the
"Business Plan"). The Company is designing the adtwased on Internet Protocol ("IP") technologpider to leverage the efficiencies of
this technology to provide lower cost communicasigervices.

3. Discontinued Energy Operations

On January 2, 1998, the Company completed theo$dte energy assets to CalEnergy. Level 3 recaghan after-tax gain on the disposition
of $324 million and the after-tax proceeds of apprately $967 million from the transaction are lgeirsed to fund in part the Business Plan.
Results of operations for the period through Jan@af 998, were not considered significant andgi@ on disposition was calculated using
the carrying amount of the energy assets as ofrbleee27, 1997.

4. Earnings Per Share

Basic earnings per share have been computed Usngdighted average number of shares during eaaddp®iluted earnings per share hi
been computed by including stock options considévdee potentially dilutive common shares.

The Company had a loss from continuing operationstfe three and nine month periods ended SepteBihda998, therefore, no potential
common shares related to Company stock options Iheee included in the computation of the dilutedhizays per share because the resu
computation would be anti-dilutive. For the periagling September 30, 1997, potentially dilutivezktoptions are calculated in accordance
with the treasury stock method which assumes ftttaigeds from exercise of all options are usedpanehase common stock at the average
market value. The number of shares remaining #feeproceeds are exhausted represent the potemtilaliive effect of the options.

The following details the earnings (loss) per stwaleulations for Level 3 Common Stock:

Three Month s Ended Nine Months Ended
Septembe r 30, September 30,
1998 1997 1998 1997

Earnings (loss) from continuing

operations (in millions) $ (49) $ 6%$(B9 $ 34
Earnings (loss) from discontinued
operations, excluding construction
operations - (50) 932 (37)

Net earnings (loss) $ (49) $ (44)% 843 $ (3)

Total number of weighted average

shares outstanding used to compute

basic earnings per share

(in thousands) 306,515 245,854 300,151 245,130
Additional dilutive stock options - 540 - 540

Total number of shares used to

compute dilutive earnings per share 306,515 246,394 300,151 245,670

Continuing operations:
Basic earnings (loss) per share  $ (.16) $ .03% (30) $ .14

Diluted earnings (loss) per share $ (.16) $ .03% (30) $ .14




Discontinued operations, excluding
construction operations:
Basic earnings (loss) per share $ - $(21)%$ 3.11 $ (.15)

Diluted earnings (loss) per share $ - $(21)%$ 3.11 $ (.15)

Net earnings (loss), excluding
construction operations:
Basic earnings (loss) per share  $ (.16) $(.18)% 281 $ (.01)

Diluted earnings (loss) per share $ (.16) $(.18)%$ 281 $ (.01)

Net earnings (loss) excluding gain
on split-off of construction

operations:
Basic earnings (loss) per share $ (.16) $(.18)$ .78 $ (.01)
Diluted earnings (loss) per share $ (.16) $(.18)% .78 $ (.01)

The Company had 19,690,144 options outstandingitbeg not included in the computation of dilutedn@zgs per share because to do so
would have been anti-dilutive for the three andenimonth periods ended September 30, 1998.

Effective August 10, 1998, and December 26, 199¥ QGompany issued dividends of one share and faues of Level 3 Common Stock
(previously Class D Stock) for each share of L&/€ommon Stock outstanding. All share informatiod ger share data have been restated
to reflect these stock dividends.

5. Acquisitions

On April 23, 1998, the Company acquired XCOM Teolg@ds, Inc. ("XCOM"), a privately held company tts developed technology
which the Company believes will provide certain keynponents necessary for the Company to develapenface between its IP-based
network and the public switched telephone netwdhe Company issued approximately 5.3 million restd shares of Level 3 Common
Stock and 0.7 million options and warrants to pasghLevel 3 Common Stock in exchange for all thekstoptions and warrants of XCOM.

The Company accounted for this transaction, vaatetl 54 million, as a purchase. Of the total puseharice, $30 million was attributable to
in-process research and development, and was tskamondeductible charge to earnings in the segoader of 1998. The purchase price
exceeded the fair value of the net assets acqbiréd 15 million which was recognized as goodwillas being amortized over five years.

XCOM's in-process research and development valoerigprised primarily of one project to develop ateiface between an Ifased netwol
and the existing public switched telecommunicatioesvork. Remaining development efforts for thejgebinclude various phases of design,
development and testing. The anticipated completate for the project in progress is expected toum the next 15 months, at which time
the Company expects to begin generating the falhemic benefits from the technology. Funding fas fbroject is expected to be obtained
from internally generated sources.

The value of the in-process research and developrapresents the estimated fair value based oradgksted cash flows related to the
incomplete project. At the date of acquisition, tlevelopment of this project had not yet reachetrtelogical feasibility and the research i
development ("R&D") in progress had no alternafiveire uses. Accordingly, these costs were expeased the acquisition date.

The Company used independent third-party appraiseassess and allocate the value of the in-praesssarch and development. The value
assigned to the asset was determined, using tbenmepproach, by identifying significant researatjgrts for which technological feasibil
had not been established.

The nature of the efforts to develop the acquiredrocess technology into commercially viable priduand services principally relate to the
completion of all planning, designing, prototypimggh-volume verification, and testing activitidgt are necessary to establish that the
proposed technologies meet their design specificatincluding functional, technical, and economecf@rmance requirements.

The value assigned to purchased in-process teaiyalas determined by estimating the contributiothefpurchased in-process technology
to developing a commercially viable product, estingathe resulting net cash flows from the expegatiuct sales over a 15 year period,
discounting the net cash flows to their preseni@aising a risk-adjusted discount rate of 30%,ajdsting it for the estimated stage of
completion.

The Company believes that the foregoing assumptisad in the forecasts were reasonable at thedirtiee acquisition. No assurance can be
given, however, that the underlying assumptionsl tieestimate expected project sales, developnuests or profitability, or the events
associated with such projects, will transpire dsredged. For these reasons, actual results mayfi@ary the projected results.

Management expects to continue their support sfeéffort and believes the Company has a reasochhlee of successfully completing



R&D project. However, there is risk associated wiith completion of the project and there is no rsste that it will meet with either
technological or commercial success. If the XCOMijget is not successful, the Company would notizeats investment in XCOM and
would be required to modify its business plan ibzat alternative technologies which may incredwe ¢ost of its network.

The Company believes that its resulting chargatnguired research and development conforms toeherlies and Exchange Commission's
("SEC") expressed guidelines and methodologies.d¥ew no assurances can be given that the SE@atitequire additional adjustments.

On September 30, 1998, Level 3 acquired GeoNet Qamuations, Inc. ("GeoNet"), a regional Internatvgge provider located in Northern
California. The Company issued approximately O.Biomi shares and options in exchange for GeoNetstal stock, which based on Level
closing price on September 30, valued the trarmaeti approximately $19 million. Goodwill of $20Ihan was recognized from this
transaction and will be amortized over five years.

XCOM's and GeoNet's 1997 and 1998 operating repiitts to the acquisitions were not significantatele to the Company's results.

For the Company's acquisitions the excess purgbrése over the fair market value of the underlyasgets was allocated to goodwill, other
intangible assets and property based upon prelmiestimates of fair value. The Company does nbiéwe that the final purchase price
allocation will vary significantly from the prelimary purchase price allocation.

6. Investments

In September 1997, C-TEC Corporation ("C-TEC") ammaed that its Board of Directors had approvedithaned restructuring of C-TEC
into three publicly traded companies effective Segder 30, 1997. Under the terms of the restrudu@ifTEC stockholders received stock in
the following companies:

Commonwealth Telephone Enterprises, Inc., contgittie local telephone group and related enginedrnirsiness;
Cable Michigan, Inc. containing the cable televisgperation; and

RCN Corporation, Inc. which consists of RCN TelecBarvices; C-TEC, existing cable systems in the@w$Vashington D.C. corridor; and
the investment in Megacable S.A. de C.V., a capkrator in Mexico. RCN Telecom Services is a previof packaged local and long
distance telephone, video and internet accesscesrprovided over fiber optic networks to residardustomers.

As a result of the restructuring, Level 3 owns lgss 50% of each of the outstanding shares andgvdghts of each entity, and therefore
accounts for each entity using the equity method.

On June 4, 1998, Cable Michigan announced th&dtsd of Directors had reached a definitive agragrt®sell the company to Avalon
Cable for $40.50 per share in a cash-for-stocksaetion. Level 3 received approximately $129 millishen the transaction closed on
November 6, 1998 and expects to recognize -tax gain of approximately $90 million in the folurquarter.

On September 25, 1998, Commonwealth Telephone fitigtes, Inc. ("CTCQO") announced that it was comnrana rights offering of 3.7
million shares of its common stock. Under the teahthe offering, each stockholder received onhtrfgr every five shares of CTCO
Common Stock or CTCO Class B Common Stock held.rigis enabled the holder to purchase CTCO Com&took at a subscription pri

of $21.25 per share. Each right also carried tijiet to oversubscribe at the subscription priceteroffered shares not purchased pursuant to
the initial exercise of rights.

Level 3, which owned approximately 48% of CTCO ptimthe rights offering, exercised its 1.8 milliaghts it received with respect to the
shares it held. Messrs. Walter Scott, Jr., Jame3r@we and David C. McCourt, members of the Bodmicectors of both Level 3 and
CTCO, agreed to oversubscribe for all the othereshaffered for sale in the rights offering. Thentoitments of Messrs. Scott, Crowe,
McCourt and other stockholders, resulted in Levaia@ntaining its 48% ownership interest in CTCQeathe rights offering.

The following is summarized financial informatiofthe three entities created as a result of theEC-Testructuring for the three and nine
months ended September 30, 1998 and 1997, andSept#mber 30, 1998 and December 31, 1997 (inoms)i

Three Months Ended Nine Months Ended
September 30, September 30,
Operations: 1998 1997 1998 1997
Commonwealth Telephone Enterprises:
Revenue $ 58 $ 50 $ 167 $ 145
Net income available to common
stockholders 3 6 12 18

Level 3's share:
Net income 2 3 6 9
Goodwill amortization - - Q) Q)



Equity in net income $ 2 $ 3 85 $ 8

Cable Michigan:

Revenue $ 23 $ 21 $66 $61
Net loss available to common

stockholders 3) - 9) 3)
Level 3's share:

Net (loss) income Q) - 4) 2)
Goodwill amortization 1) - 3) 2)

Equity in net loss $ (2 $ - 87 $@

RCN Corporation:

Revenue $ 58 $ 31 $ 148 $ 92
Net loss available to common

stockholders (53) (15) (170) (35)

Level 3's share:
Net loss (22) @ @5 @7
Goodwill amortization - - - R

Equity in net loss $ (22) $ (7) $(75) $(17)

Commonwealth

Telephone Cable RCN

Enterprises Michigan Corporation
Financial Position: 1998 1997 1998 19 97 1998 1997
Current assets $70$71 $16 $ 23 $1,185 $ 703
Other assets 339 303 112 1 20 705 448
Total assets 409 374 128 1 43 1,890 1,151
Current liabilities 71 76 22 16 178 70
Other liabilities 287 260 154 1 66 1,251 708
Minority interest - - 14 15 59 16
Total liabilities 358 336 190 1 97 1,488 794
Net assets

(liabilities) $519$38 $(62) $( 54) $ 402 $ 357

Level 3's share:
Equity in net assets

(liabilities) $25% 18 $(30) $( 26) $164 $173
Goodwill 55 57 69 72 - a4
$80$75 $ 39 46 $164 $214

The Company recognizes gains from the sale, isgeuand repurchase of stock by its subsidiaries godyemethod investees once any
unamortized goodwill associated with the investntergt been reduced to zero. During 1998, RCN issteed in a public offering and for
certain acquisitions. The increase in the Compasrgportionate share of RCN's net assets as a mddhkese transactions eliminated the
unamortized goodwill attributable to the Compamypsestment in RCN and resulted in pre-tax gaingsbmillion and $25 million to the
Company for the three months and nine months eBeéptember 30, 1998, respectively.

On September 30, 1998, Level 3 owned approxima&¥s, 48% and 41% of the outstanding shares of Camarealth Telephone, Cable
Michigan and RCN, respectively. The market valu¢hefCompany's investment in the three entitieSeptember 30, 1998, was $216
million, $116 million and $346 million, respectiyel

7. Long Term Debt

On April 28, 1998, the Company received $1.94 dmilof proceeds from an offering of $2 billion aggmee principal amount 9.125% Senior
Notes Due 2008 (the "Senior Notes"). The SenioeBlatre senior, unsecured obligations of the Companking pari passu with all existil
and future senior unsecured indebtedness of thep@oyn The Senior Notes contain certain covenartghnwamong others, limit consolidat
debt, dividend payments, and transactions withiaffis. The Company is using the net proceedseoStmior Notes in connection with the
implementation of its Business Plan to increasetsutially its information services business andxpand the range of services it offers by
building an advanced international, facilities-lthsemmunications network based on IP technologypt Bsuance costs of $65 million have
been capitalized and will be amortized over thetef the notes. The Company capitalized $5 milbéimterest expense and amortized debt
issuance costs related to network constructionsgatéms development projects in the third quafté®88 and $6 million for the nine mont



ended September 30, 1998.
8. Level 3 Stock Plan

Subsequent to the Split-off, the Company adoptedehognition provisions of Statement of Finanéietounting Standards ("SFAS") No.
123, "Accounting for Stock Based Compensation” @SHo. 123") when it adopted an outperform stockaspprogram ("OSO"). Under
SFAS No. 123, the fair value of an option (as cotag@un accordance with accepted option valuatiodets) on the date of grant is amortized
over the vesting period of the option. The recagniprovisions of SFAS No. 123 are applied prospebtt upon adoption. As a result, the
recognition provisions are applied to all stock edgagranted in the year of adoption and are noliegppp awards granted in previous years
unless those awards are modified or settled in alieh adoption of the recognition provisions.

The OSO program was designed by the Company sdtstsibckholders receive a market return on tineiestment before OSO holders
receive any return on their options. The Comparigbes that the OSO program aligns directly managets and stockholders' interests by
basing stock option value on the Company's alititgutperform the market in general, as measuratidptandard & Poor's ("S&P") 500
Index. Participants in the OSO program do not zeadiny value from options unless the Level 3 Com@imek price outperforms the S&P
500 Index. When the stock price gain is greatem tha corresponding gain on the S&P 500 Indexy#iee received for options under the
OSO plan is based on a formula involving a mukiptelated to the level by which the Level 3 ComnStock outperforms the S&P 500
Index. To the extent that the Level 3 Common Stmaperforms the S&P 500, the value of OSOs to dimoolder may exceed the value of
non-qualified stock options. The Company belieVed the fair value method of accounting more appatgly reflects the substance of the
transaction between an entity that issues stodkmgtor other stock-based instruments, and itd@mps and consultants; that is, an entity
has granted something of value to an employee ansluttants (the stock option or other instrumest)agally in return for their continued
employment and services. The Company believedtibatalue of the instrument granted to employe@éscansultants should be recognized
in financial statements because nonrecognitionieafhat either the instruments have no value arttiey are free to employees and
consultants, neither of which is an accurate réflacof the substance of the transaction. Althotighrecognition of the value of the
instruments results in compensation or professierpénses in an entity's financial statementsexpense differs from other compensation
and professional expenses in that these chargesawibe settled in cash, but rather, generallsgubh issuance of common stock.

The Company believes that the adoption of SFASI28.will result in material non-cash charges torafiens in 1998 and thereafter. The
amount of the non-cash charge will be dependem apaumber of factors, including the number of amigranted and the fair value of each
option estimated at the time of its grant. The esgerecognized for options granted to employeesansultants for services performed for
the three and nine months ended September 30, ®298512 million and $23 million, respectively.dddition to the expense recognized, the
Company capitalized $2 million of non-cash compé&oador employees directly involved in the constian of the IP network and the
development of the business support systems. @a opna basis, adopting SFAS No. 123 would notehlaad a material effect on the res

of operations for the three and nine month perind997.

9. Comprehensive Income

In the first quarter of 1998, the Company adoptEAS No. 130, "Reporting Comprehensive Income". Stamdard requires the display and
reporting of comprehensive income which includésl@nges in stockholders' equity with the exceptibadditional investments by
stockholders or distributions to stockholders. Coehpnsive income for the Company includes net egsni

(loss), unrealized gains (losses) on securitiesfargign currency translation adjustments, whiah @rarged or credited to the cumulative
translation account within stockholders' equity.

Comprehensive income (loss) for the three and miarths ended September 30, 1998 and 1997 wada@asddin millions):

Three Months Ended Nine Months Ended
September 30, September 30,
1998 1997 1998 1997
Net earnings (loss) $ (49) $ (10) $843 $ 81
Other comprehensive income (loss)
before tax:
Foreign currency translation
adjustments, - Q) 1 2)
Unrealized holding gains (losses
arising during period 4) 14 (1) (@)

Reclassification adjustment for

(gains) losses included in net

earnings - - (8)

Other comprehensive income (loss),

before tax 4) 13 (8) 9)
Income tax benefit (provision)

related to items of other

comprehensive income (loss) 1 (5) 3 2
Other comprehensive income (loss)

net of taxes 3) 8 (5) )

Comprehensive income (loss) $ (52) $ (2) $ 838 $74



10. New Accounting Pronouncements

In 1997, the Financial Accounting Standards Boastiéd SFAS No. 131, "Disclosures about Segmeras &hterprise and Related
Information”, ("SFAS No. 131"), which changes thaypublic companies report information about segme3FAS No.131, which is based
on the management approach to segment reportinglgs requirements to report selected segmentivation quarterly, and entity wide
disclosures about products and services, majoormests, and geographic data. This statement iste#efor financial statements for periods
beginning after December 15, 1997. The Companyreiléct the adoption of SFAS No. 131 in its DecemBl, 1998 financial statements.

On March 4, 1998, the Accounting Standards Exeeufiummittee (ACSEC) issued Statement of Positief,9&\ccounting for the Costs of
Computer Software Developed or Obtained for Intetise" ("SOP 98-1"). The effective date of thispoancement is for fiscal years
beginning after December 15, 1998, however, eafiplication is encouraged and the Company is atoayfor these costs in accordance
with SOP 98-1 in 1998.

On April 3, 1998, the AcSEC issued Statement oftloms98-5, "Reporting on the Costs of Start-Up isites"”, ("SOP 985"), which provide:
guidance on the financial reporting of start-up arghnization costs. It requires costs of star&efvities and organization costs to be
expensed as incurred. SOP 98-5 is effective fanfitial statements for fiscal years beginning december 15, 1998. The Company is
required to reflect the initial application of SOB-5 as the cumulative effect of a change in actogprinciple, as described in Accounting
Principles Board Opinion No. 20, "Accounting Chasigé\s a result of the cumulative effect of a chaimaccounting treatment, the
Company expects to record a charge to earnindeeifirst quarter of 1999 for any unamortized stgrier organization costs as of the
beginning of 1999.

On June 15, 1998, the FASB issued Statement ofiElabAccounting Standards No. 133, "Accounting Barivative Instruments and
Hedging Activities" ("SFAS No. 133"). SFAS No. 1B3effective for fiscal years beginning after Jise 1999 (January 1, 2000 for the
Company). SFAS No. 133 requires that all derivatinstruments be recorded on the balance shee¢ #ithvalue. Changes in the fair valut
derivatives are recorded each period in currentiegs or other comprehensive income, dependingluetiver a derivative is designated as
part of a hedge transaction and, if it is, the tgphedge transaction. The Company does not clyretilize derivative instruments, therefore
the adoption of SFAS No. 133 is not expected tehasignificant effect on the Company's resultspefrations or its financial position.

11. Business Developments

On March 23, 1998, the Company and Frontier Comoatiains International, Inc. ("Frontier") enteretbian agreement ("Frontier
Agreement") enabling the Company to lease appraein®,300 miles of OC-12 network capacity on Frerg new 13,000 mile SONET
fiber optic, IPeapable network, currently under construction fpedod of up to five years. The leased network witially connect 15 of th
larger cities across the United States. While maggiian aggregate minimum payment of $165 millieerats five-year term, the Frontier
Agreement does not impose monthly minimum conswngiquirements on the Company, allowing the Comparrder, alter or terminate
circuits as it deems appropriate. The Company m&zed costs in the third quarter of 1998 as postiofithe network became operational.

On April 2, 1998, the Company announced it hadhved@ definitive agreement with Union Pacific Reald Company ("Union Pacific")
granting the Company rights-afay along Union Pacific's rail routes for constiotof the Company's North American intercity netkorhe
Company expects that the Union Pacific agreeméhsatisfy substantially all of its anticipated higof-way requirements west of the
Mississippi River and approximately 50% of the tigfirway requirements for its North American intiéggaetwork. The agreement provides
for initial fixed payments of up to $8 million torlibn Pacific upon execution of the agreement analighout the construction period,
recurring payments in the form of cash, communicegicapacity, and other communications servicesdbas the number of conduits that are
operational and certain construction obligationthefCompany to provide fiber or conduit connedifar Union Pacific at the Company's
incremental cost of construction.

On June 23, 1998, the Company signed a master easagreement with Burlington Northern and Sant®&éwvay Company ("BNSF").
The agreement grants Level 3 right-of-way acce®&NSF rail routes in as many as 28 states, oveclwta build its network. Under the
easement agreement, Level 3 will make annual patstte BNSF and provide communications capacity MSB for its internal requiremen
The amount of the annual payments is dependent tiygomumber of conduits installed, the number ofduats with fiber, and the number of
miles of conduit installed along BNSF's route.

On June 18, 1998, Level 3 selected Peter KiewisSdme. ("Kiewit") to build its 15,000 mile intetg communications network. The overall
cost of the project is estimated at $2 billion. &onction of the network began in the third quadaiet998 and is expected to be completed
during the first quarter of 2001. The contract jdeg that Kiewit be reimbursed for its costs relgtio all direct and indirect project level
costs. In addition, Kiewit will have the opportuntb earn an award fee that will be based on audtspeed of construction, quality, safety
program management. The award fee will be detemiiiyel evel 3's assessment of Kiewit's performancesich of these areas.

On July 20, 1998, Level 3 entered into a networkstaction cost-sharing agreement with INTERNEXT(, a subsidiary of NEXTLINK
Communications, Inc. valued at $700 million. Theeggnent calls for INTERNEXT to acquire the righutse 24 fibers and certain associated
facilities installed along the entire route of LE8&s 15,000 mile intercity fiber optic networktime United States. INTERNEXT will pay Ley

3 as segments of the intercity network are comgletieich will reduce the overall cost of the netwtskhe Company



The network as provided to INTERNEXT will not inde the necessary electronics that allow the fib@atry communications transmissic
INTERNEXT will be restricted from selling or leagjtiiber to unaffiliated companies for the next fgears. Also, under the terms of the
agreement, INTERNEXT has the right to an additiauadduit for its exclusive use and to share castkcapacity in certain future fiber cable
installations in Level 3 conduits.

On August 3, 1998, Level 3 and a group of 32 otftebal telecommunications companies entered intaggaement to construct an undersea
cable system connecting Japan and the United Sigtesd-year 2000. The parties to this agreemeaniraresting in excess of $1 billion to
build the network, of which Level 3 is expected:tmtribute approximately $130 million. In additicach party will have joint responsibility
for network oversight, maintenance and adminisirati

On October 14, Level 3 announced that it had sigmedgreement with Global Crossing Ltd. for transamic capacity on Global Crossing's
fiber optic cable network. The agreement, covefiBgears and valued at approximately $100 milligitl, provide Level 3 with as-needed
dedicated capacity across the Atlantic Ocean. L&well have the option of utilizing capacity orher segments of Global Crossing's
worldwide network.

12. Other Matters

Prior to the Split-off, as of January 1 of eachrybalders of Class C Stock had the right to con@aiss C Stock into Class D Stock, subject
to certain conditions. In January 1998, holder€laks C Stock converted 2.3 million shares, withdemption value of $122 million, into 21
million shares of Level 3 Common Stock (formerha&3 D Stock).

The Company is involved in various lawsuits, claensl regulatory proceedings incidental to its besin Management believes that any
resulting liability for legal proceedings beyondtiprovided should not materially affect the Compafinancial position, future results of
operations or future cash flows.

Management's Discussion and Analysis of Financtaddtion and Results of Operations

The following discussion should be read in conjiorctvith the Company's consolidated condensed fimhistatements (including the notes
thereto), included elsewhere herein.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the CompaNhen used in this document, the words "antteipabelieve", "estimate" and "expe
and similar expressions, as they relate to the Gomypr its management, are intended to identifwéwdlooking statements. Such statem
reflect the current views of the Company with respe future events and are subject to certairsrishcertainties and assumptions. Should
one or more of these risks or uncertainties mdizgizor should underlying assumptions prove inectiractual results may vary materially
from those described in this document. For a metailkd description of these risks and factorsagesee the Company's additional filings

with the Securities and Exchange Commission.
Recent Developments
Split-off

In October 1996, the Board of Directors of the Camp(the "Board") directed management of the Comparmpursue a listing of the
Company's Class D Diversified Group Convertible limgeable Common Stock, par value $.0625 per ¢tieréClass D Stock"), as a way

to address certain issues created by the Compiueyiswo-class capital stock structure and the needtract and retain the best management
for the Company's businesses. During the cour#is ekamination of the consequences of a listinthefClass D Stock, management
concluded that a listing of the Class D Stock wowtladequately address these issues, and instgad ko study a separation of the
construction operations ("Construction Group") frime other businesses of the Company (the "DivedsiBroup"), thereby forming two
independent companies. At the regular meetingeBibard on July 23, 1997, management submitteldet®bard for consideration a propc

for separation of the Construction Group and theeBiified Group through a split-off of the Constian Group (the "Split-off"). At a special
meeting on August 14, 1997, the Board approvedbtiii-off.

The separation of the Construction Group and theiBified Group was contingent upon a number ofl@é@ns, including the favorable
ratification by a majority of the holders of bottetCompany's Class C Construction & Mining GrougtReted Redeemable Convertible
Exchangeable Common Stock, par value $.0625 pee gtiee "Class C Stock"), and the Class D Stoc#,tha receipt by Company of an
Internal Revenue Service ruling or other assuraicceptable to the Board that the separation woelld-free to U.S. stockholders. On
December 8, 1997, the holders of Class C StockCdass D Stock approved the Split-off and on Marchd®8, the Company received a
favorable private letter ruling from the Interna\Rnue Service. The Split-off occurred on March1®B88. In connection with the Split-off,
(i) the Company exchanged each outstanding shatéast C Stock for one share of Common Stock of Hilgings, Inc. ("New PKS"), the
company formed to hold the Construction Group, kicl eight-tenths of a share of the Company's (Ra€®nvertible Common Stock, par
value $.01 per share (the "Class R Stock"), wash#d, (i) New PKS was renamed "Peter Kiewit Sdne.," (iii) the Company was renarnr
"Level 3 Communications, Inc." and (iv) Class D &tevas designated as common stock, par value £0&hare ("Common Stock"). As a
result of the Split-off, the Company no longer ovany interest in New PKS or the Construction GroAgrordingly, the separate financial
statements and management's discussion and anafiyisiancial condition and results of operatiofi$eter Kiewit Sons', Inc. should



obtained to review the financial position of thenStuction Group as of December 27, 1997, andgbelts of operations for the three and
nine months ended September 30, 1997.

On March 31, 1998, as a result of the Split-of§ @ompany recognized, within discontinued operatiangain of $608 million equal to the
difference between the carrying value of the Caesion Group and its fair value in accordance Wiancial Accounting Standards Board
Emerging Issues Task Force Issue 96-4. No taxes prervided on this gain due to the tax-free natdithe Split-off. Also on March 31,
1998, the Company reflected the fair value of tl@gruction Group as a distribution to the Clasgdckholders.

Conversion of Class R Stock

On May 1, 1998, the Board of the Company determinddrce conversion of all shares of the Compa@yéss R Stock into Common Stock
of the Company, effective May 15, 1998. The Classtétk was converted into the Company's CommonkStoaccordance with the formu
set forth in the Company's Certificate of Incorpiana. The formula provided for a conversion ratiqual to $25, divided by the average of the
midpoints between the high and low sales priceshieiCompany's Common Stock on each of the fiftesding days during the period
beginning April 9 and ending April 30, 1998. Theseage for that period was $32.14, adjusted fostbek dividend issued August 10, 1998.
Accordingly, each holder of Class R Stock receivét¥8 of a share of Common Stock for each sha@asfs R Stock held. In total, the 6.5
million shares of Class R Stock were converted ffomillion shares of Common Stock on May 15, 1998a result of the forced
conversion, certain adjustments were made to thestmring and risk allocation provisions of thp&ation Agreement and Tax Sharing
Agreement between the Company and Peter Kiewit'Skores which reduced the costs and risks allocatgtie Company.

Conversion of Class C Stock in January 1998

Prior to the Split-off, as of January 1 of eachrybalders of Class C Stock had the right to con@aiss C Stock into Class D Stock, subject
to certain conditions. In January 1998, holder€laks C Stock converted 2.3 million shares, withdemption value of $122 million, into 21
million shares of Level 3 Common Stock (formerha&3 D Stock).

CalEnergy Transaction

In January 1998, the Company and CalEnergy Compaay("CalEnergy") closed the sale of the Compameyiergy assets to CalEnergy (the
"CalEnergy Transaction"). The Company received @eds of approximately $1.16 billion and recogniaedfter-tax gain of $324 million in
the first quarter of 1998. The after-tax proceedsfthis transaction of approximately $967 millare being used to fund in part the
Company's planned expansion of its informationises/business and the development of an advantadational, facilities-based
communications network based on Internet Protd¢Bl’( technology ("Business Plan®).

Stock Options

Subsequent to the Split-off, the Company adoptedéhognition provisions of Statement of Finangietounting Standards No. 123,
"Accounting for Stock Based Compensation" ("SFAS M23") when it adopted an outperform stock oppioogram ("OSO"). Under SFAS
No. 123, the fair value of an option (as computeddcordance with accepted option valuation moaeighe date of grant is amortized o
the vesting period of the option. The recognitioovisions of SFAS No. 123 are applied prospectivglgn adoption. As a result, the
recognition provisions are applied to all stock edgagranted in the year of adoption and are ndiegpp awards granted in previous years
unless those awards are modified or settled in aieh adoption of the recognition provisions.

The OSO program was designed by the Company sdtstsibckholders receive a market return on tineiestment before OSO holders
receive any return on their options. The Comparigbes that the OSO program aligns directly managets and stockholders' interests by
basing stock option value on the Company's alititgutperform the market in general, as measuratidyptandard & Poor's ("S&P") 500
Index. Participants in the OSO program do not zeadiny value from options unless the Level 3 ComBimick price outperforms the S&P
500 Index. When the stock price gain is greatem tha corresponding gain on the S&P 500 Indexy#iee received for options under the
OSO plan is based on a formula involving a mukiptielated to the level by which the Level 3 ComnStock outperforms the S&P 500
Index. To the extent that the Level 3 Common Stmaiperforms the S&P 500, the value of OSOs to dimoolder may exceed the value of
non-qualified stock options.

The Company believes that the fair value methoalcebunting more appropriately reflects the substarfiche transaction between an entity
that issues stock options, or other stock-basedimgnts, and its employees and consultants; shanientity has granted something of value
to an employee and consultants (the stock optiamtrar instrument) generally in return for theinioued employment and services. The
Company believes that the value of the instrumesmitgd to employees and consultants should be memmjin financial statements because
nonrecoghnition implies that either the instrumdrasge no value or that they are free to employedscansultants, neither of which is an
accurate reflection of the substance of the traiadAlthough the recognition of the value of thetruments results in compensation and
professional expenses in an entity's financiakstants, the expense differs from other compensatidrprofessional expenses in that these
charges will not be settled in cash, but rathemegally, through issuance of common stock.

The Company believes that the adoption of SFASI28.will result in material non-cash charges torapens in 1998 and thereafter. The
amount of the non-cash charge will be dependent apaumber of factors, including the number of amgigranted and the fair value of each
option estimated at the time of its grant. The esgerecognized for options granted to employeesandultants for services performed



the three and nine months ended September 30, ®298512 million and $23 million, respectively.dddition to the expense recognized, the
Company capitalized $2 million of non-cash compénsacosts for employees directly involved in tlemstruction of the IP network and the
development of the business support systems.

Frontier Agreement

On March 23, 1998, the Company and Frontier Comoatiains International, Inc. ("Frontier") enteretbian agreement ("Frontier
Agreement") enabling the Company to lease appraein®,300 miles of OC-12 network capacity on Frerg new 13,000 mile SONET
fiber optic, IPeapable network, currently under construction fpedod of up to five years. The leased network witially connect 15 of th
larger cities across the United States. While maggiian aggregate minimum payment of $165 millieerats five-year term, the Frontier
Agreement does not impose monthly minimum conswngiquirements on the Company, allowing the Comparrder, alter or terminate
circuits as it deems appropriate. The Company mgized costs in the third quarter of 1998 as postiohthe network became operational.

Union Pacific Rights-of-Way

On April 2, 1998, the Company announced it hadhved@ definitive agreement with Union Pacific Read Company (the "Union Pacific
Agreement”) granting the Company the use of appmaieély 7,800 miles of rights-of-way along Union Fiats rail routes for construction of
the Company's North American intercity network. T@mpany expects that the Union Pacific Agreemelhsatisfy substantially all of its
anticipated right-of-way requirements west of this$ssippi River and approximately 50% of the rightvay requirements for its North
American intercity network. The agreement proviftgsnitial fixed payments of up to $8 million toribn Pacific upon execution of the
agreement and throughout the construction peraamjrring payments in the form of cash, communicaticapacity, and other
communications services based on the number ofuitsnithat are operational and certain construaioligations of the Company to provide
fiber or conduit connections for Union Pacific la¢ tCompany's incremental cost of construction.

XCOM Technologies, Inc. Acquisition

On April 23, 1998, the Company acquired XCOM Tedbgs, Inc. ("XCOM"), a privately held company theas developed technology
which the Company believes will provide certain keynponents necessary for the Company to develaptenface between its IP-based
network and the public switched telephone netwdhe Company issued approximately 5.3 million shafdsevel 3 Common Stock and 0.7
million options and warrants to purchase Level 3n@mn Stock in exchange for all the stock, optioms warrants of XCOM.

The Company accounted for this transaction, vahie®ll54 million, as a purchase. Of the total puseharice, $30 million was attributable to
in-process research and development, and was éskamondeductible charge to earnings in the segoader. The purchase price exceeded
the fair value of the net assets acquired by $1lllomwhich was recognized as goodwill and is lgeamortized over five years.

XCOM's in-process research and development valoengprised primarily of one project to develop ateiface between an Ifased netwol
and the existing public switched telecommunicatioasvork. Remaining development efforts for thisject include various phases of des
development and testing. The anticipated completate for this project in progress is expectede@ber the next 15 months, at which time
the Company expects to begin generating the falhemic benefit from the technology. Funding foisthiroject is expected to be obtained
from internally generated sources.

The value of the in-process research and developrapresents the estimated fair value based oradgksted cash flows related to the
incomplete project. At the date of acquisition, tlevelopment of the project had not yet reachelntglogical feasibilty and the research and
development ("R&D") in progress had no alternafiveire uses. Accordingly, these costs were expeased the acquisition date.

The Company used an independent third-party apgraisassess and allocate a value to the in-preessarch and development. The value
assigned to the asset was determined, using tbenmapproach, by identifying significant researatjgrts for which technological feasibil
had not been edstablished.

The nature of the efforts to develop the acquireprocess technology into commercially viable prodwtid services principally related to
completion of all planning, designing, prototypitnigh-volume verification, and testing activitidst are necessary to establish that the
proposed technologies meet their design specificatincluding functional, technical, and econormecf@rmance requirements.

The value assigned to purchased in-process teaiyalas determined by estimating the contributiothef purchased in-process technology
to developing a commerically viable product, estingthe resulting net cash flows from the expegtatiuct sales over a 15 year period,
discounting the net cash flows to their preseni@aising a risk-adjusted discount rate of 30%,ajdsting it for the estimated stage of
completion.

The Company believes that the foregoing assumptised in the forecase were reasonable at the fithe @cquisition. No assurance can be
given, however, that the underlying assumptionsl tigestimate expected project sales, developnuests or profitability, or the events
associated with this project, will transpire asmated. For these reasons, actual results mayfk@rythe projected results.

Management expects to continue their support sfeéffort and believes the Company has a reasochhlece of successfully completing the
R&D program. However, there is risk associated whi#h completion of the project and there is no @swe that it will meet with eithe



technological or commerical success. If the XCOMijget is not successful, the Company would notizeats investment in XCOM and
would be required to modify its business plan ibzeat alternative technologies which may incredse ¢ost of its network.

The Company believes that its resulting chargeéguired research and development conforms todgberiies and Exchange Commission's
("SEC") expressed guideline and methodologies. Wewelo assurances can be given that the SEC etilaguire additional adjustments.

Senior Notes

On April 28, 1998, the Company received $1.94 dmllof proceeds from an offering of $2 billion aggmee principal amount 9.125% Senior
Notes Due 2008 (the "Senior Notes"). The Senioellatre senior, unsecured obligations of the Companking pari passu with all existil
and future senior unsecured indebtedness of thep@oayn The Senior Notes contain certain covenartighmamong others, limit consolidat
debt, dividend payments and transactions withiaféis. The Company is using the net proceeds dsé¢iméor Notes in connection with the
implementation of its Business Plan.

Burlington Northern Sante Fe Rights-of-Way

On June 23, 1998, the Company signed a master easagreement with Burlington Northern and Sant®&éroad Company ("BNSF").
The agreement grants Level 3 right-of-way acce®&NSF rail routes in as many as 28 states overtwtaiduild its network. Under the
easement agreement, Level 3 will make annual patgterBNSF and provide communications capacity NSB for its internal requiremen
The amount of the annual payments is dependent tiygomumber of conduits installed, the number ofduats with fiber, and the number of
miles of conduit installed along BNSF's route.

Network Construction Contract

On June 18, 1998, Level 3 selected Peter KiewisSdame. ("Kiewit") to build its 15,000 mile intdtg communications network. The overall
cost of the project is estimated at $2 billion. &nction of the network began in the third quacet998 and is expected to be completed
during the first quarter of 2001. The contract jdeg that Kiewit be reimbursed for its costs relgtio all direct and indirect project level
costs. In addition, Kiewit will have the opportuntb earn an award fee that will be based on awdtspeed of construction, quality, safety
program management. The award fee will be detemiiyelevel 3's assessment of Kiewit's performancesich of these areas.

INTERNEXT Agreement

On July 20, 1998, Level 3 entered into a networkstaction cost-sharing agreement with INTERNEXT(, a subsidiary of NEXTLINK
Communications, Inc. valued at $700 million. Theeggnent calls for INTERNEXT to acquire the rightuse 24 fibers and certain associated
facilities installed along the entire route of LE8&s 15,000 mile intercity fiber optic networktime United States. INTERNEXT will pay Ley

3 as segments of the intercity network are comgletieich will reduce the overall cost of the netwtskhe Company.

The network as provided to INTERNEXT will not indiel the necessary electronics that allow the fibeatry communications transmissic
INTERNEXT will be restricted from selling or leagjtiiber to unaffiliated companies for the next fgears. Also, under the terms of the
agreement, INTERNEXT has the right to an additiamadduit for its exclusive use and to share castscapacity in certain future fiber cable
installations in Level 3 conduits.

GeoNet Communications, Inc. Acquisition

On September 30, 1998, Level 3 acquired GeoNet Qamuations, Inc. ("GeoNet"), a regional Internatvgge provider located in Northern
California. The Company issued approximately O.Biomi shares and options in exchange for GeoNetstal stock, which based on Level
closing price on September 30, valued the trarmaeti approximately $19 million. Goodwill of $20Ihun was recognized from this
transaction and will be amortized over five years.

Japan-US Cable Network

On August 3, 1998, Level 3 and a group of 32 otfieal telecommunications companies entered intaggaement to construct an undersea
cable system connecting Japan and the United Sigtesd-year 2000. The parties to this agreemeaniraresting in excess of $1 billion to
build the network, of which Level 3 is expectedctmtribute approximately $130 million. The Compamyicipates investing approximately
$25 million in this project in the fourth quartém.addition, each party will have joint responstlifor network oversight, maintenance and
administration.

Commonwealth Telephone Enterprises, Inc.

On September 25, 1998, Commonwealth Telephone fiiges, Inc. ("CTCO") announced that it was comnrena rights offering of 3.7
million shares of its common stock. Under the teahthe offering, each stockholder received onatrfgr every five shares of CTCO
Common Stock or CTCO Class B Common Stock held.rigis enabled the holder to purchase CTCO Com&took at a subscription pri
of $21.25 per share. Each right also carried thiet tio oversubscribe at the subscription priceteroffered shares not purchased pursua



the initial exercise of rights.

Level 3, which owned approximately 48% of CTCO ptimthe rights offering, agreed to exercise 1.8iomi rights it received with respect to
the shares it held. Messrs. Walter Scott, Jr., $aieCrowe, and David C. McCourt, members of tharBof Directors of both Level 3 and
CTCO, agreed to oversubscribe for all the othereshaffered for sale in the rights offering. Thentoitments of Messrs. Scott, Crowe,
McCourt and other stockholders, resulted in Levaia@ntaining its 48% ownership interest in CTCQeathe rights offering.

Global Crossing Agreement

On October 14, Level 3 announced that it had sigmedgreement with Global Crossing Ltd. for transamic capacity on Global's fiber optic
cable network. The agreement, covering 25 yearsahetd at approximately $100 million, will providevel 3 with as-needed dedicated
capacity across the Atlantic Ocean. Level 3 aldbhaive the option of utilizing capacity on othegsents of Global Crossing's worldwide
network.

Results of Operations

In late 1997, the Company announced a plan to &sersubstantially its information services busiresbto expand the range of services it
offers by building an advanced, international, lfaes-based communications network based on IRnelogy. Since the Business Plan
represents a significant expansion of the Compamytsmunications and information services busintaesCompany does not believe that the
Company's financial condition and results of operet for prior periods will serve as a meaningfication of the Company's future
financial condition or results of operations. Then@pany expects to incur substantial net operatingds for the foreseeable future, and there
can be no assurance that the Company will be aldehieve or sustain operating profitability in theure.

Third Quarter 1998 vs. Third Quarter 1997

Revenue for the quarters ended September 30, imatiged as follows (in millions):

1998 1997
Communications and Information Services $ 37 $ 27
Coal Mining 64 50
Other 5 4

$ 106 $ 81

Communications and Information Services revenusistsof computer outsourcing revenue of $15 nm|lieystems integration revenue of
$14 million and $8 million of communications revenfuom XCOM, subsequent to its acquisition in Apti®98. XCOM's revenue is derived
primarily from reciprocal compensation fees paidalmggional telephone company. The comparable ata@ui997 for computer
outsourcing and systems integration were $13 miléiod $14 million, respectively. Computer outsaugaievenues increased due to the
addition of several new customers in late 1997earty 1998. The acquisitions of two small firms;, éototal of $15 million in the second
quarter of 1998, resulted in $3 million of additdisystems integration revenue. This increase \ffastdy the loss of a major contract in
early 1998 and a decline in systems reengineeewgnue. Revenue from communications services isatgg to increase in the fourth qua
as the Company recognizes additional revenue ftot®Pirelated services.

Coal mining revenue increased $14 million in thedtiquarter of 1998 compared to the same perid®8v. Additional alternate source coal
sales to Commonwealth Edision was partially offsethe expiration of other long term contractshat ¢énd of 1997 and lower priced contr:
with new customers in 1998.

Operating Expenses increased 27% in 1998 to $4ibmiMargin, as a percentage of revenue, declfrad 40% in 1997 to 32% in 1998 for
information services businesses. The early ternoinatf a large contract in March of this year fioe systems integration business resulted in
lower staff utilization and a decrease in margMargins for the computer outsourcing business dedlislightly in 1998. The start-up costs
incurred to establish a second data center in Rhaare partially offset by a decline in migratioasts for new customers. Margins on coal
sales increased 6% in the third quarter of 1998in&rease in sales of higher margin alternate socoal was partially offset by lower
margins on coal sold from the Company's minesuifant market conditions continue, the Company &ilberience a significant decline in
coal revenue and earnings over the next severas wsadelivery requirements under long-term cotdrdecline as these long-term contracts
begin to expire.

Depreciation and Amortization Expense increasekilmillion in 1998 from $5 million in 1997. Depiation on equipment for computer
outsourcing contracts and depreciation and ameidizaf assets acquired in the XCOM acquisition@imarily responsible for the increase.
Additional depreciation is expected in the fourttager of 1998 as the Company commences operaiioasiditional portions of its IP
network.

General and Administrative Expenses increasedfgigntly in 1998 to $96 million from $26 million ih997 primarily due to the cost of
activities associated with preparing for the expddaunch of the IP related services. The Compacyried incremental compensation



travel costs for the substantial number of new eyg#s that have been hired to begin implementatitine Business Plan, legal costs
associated with obtaining licenses, agreementseaihical facilities and other development costoeisited with the Company's plans to
begin offering services in 15 U.S. cities by the en 1998. In addition to the costs to expand trmunications and information services
businesses, the Company recorded $12 million ofaash compensation and professional service expémslee third quarter of 1998 for
expenses recognized under SFAS No. 123. Generadmiahistrative costs are expected to increaseéfisigntly in future periods as the
Company implements the Business Plan.

EBITDA, as defined by the Company, consists of e@s (losses) before interest, income taxes, deiiee, amortization, non-cash stock-
based compensation and in-process research anikbpienat expenses and other mgperating income or expenses, was $(25) milliohdfi€
and $18 million in 1997. The primary reason for deerease between periods is the significant iser@ageneral and administrative
expenses, described above, incurred in connectiitntie implementation of the Company's Businessi FEBITDA is commonly used in ti
communications industry to analyze companies orb#sés of operating performance. EBITDA, howevhowd not be considered an
alternative to operating or net income as an irtdrcaf the performance of the Company's businegsess an alternative to cash flows from
operating activities as a measure of liquidityeéth case determined in accordance with genei@bpted accounting principles. See
Consolidated Condensed Statements of Cash Flows.

Interest Income increased significantly in 199858 million from $8 million in 1997 as the CompangVerage cash, cash equivalents and
marketable securities balance approximated $3lidrbih the third quarter of 1998. The Company'srage cash, cash equivalents and
marketable securities balance approximated $578mih the comparable 1997 period. Pending utii@aof the cash equivalents and
marketable securities in implementing the Busiitas, the Company intends to invest the funds pilynim government and governmental
agency securities. This investment strategy wilade for less yield on the funds, but is expedtereduce the risk to principal prior to using
the funds in implementing the Business Plan.

Interest Expense, net increased significantly i88L® $46 million from $3 million in 1997. Interesxpense increased substantially due to the
completion of the offering of $2 billion aggregatencipal amount of 9.125% Senior Notes Due 2088esl on April 28, 1998. The
amortization of debt issuance costs associatedthétlsenior Notes also increased interest expertbe ithird quarter. The Company
capitalized $5 million of interest expense on netonstruction and systems development projectisarthird quarter of 1998.

Other Expense, net increased in 1998 to $27 milllére increase in Other Expense is due to the ddsserred by the Company's equity
method investees, primarily RCN Corporation, INREN"). RCN is a full service provider of local,Ag distance internet and cable televis
services to primarily residential users in the égnpopulated areas of the Northeast United St&®EH is incurring significant costs in
developing its business plan including the acqoisé of several internet service providers. The Gany recorded $22 million of equity
losses attributable to RCN in the third quartet @98. Partially offsetting these losses was tha gaiRCN's stock activity. In 1998, RCN
issued stock through a public offering and for @@racquisitions. These issuances resulted in @edse in the Company's ownership
percentage but an increase in the Company's piopaté share of RCN's equity. In accordance wiladgcounting policy, the Company first
applied this increase against the goodwill, presipestablished for RCN, and then recognized pxagéans of $21 million and $4 million in
the second and third quarters of 1998, respectivdo included in Other Expense are equity earmingCommonwealth Telephone
Enterprises, Inc., a Pennsylvania public utilitpyiding telephone service, equity in losses of €d¥ichigan, Inc., a cable television operator
in the State of Michigan, and realized gains arsdds on the sale of marketable securities, investnaad other assets each not individually
significant to the Company's results of operations.

Income Tax Benefit differs from the statutory rated 998 primarily due to nondeductible goodwill atimation related to the XCOM
acquisition. The income tax provision in 1997 iglglly below the statutory rate due primarily tqtigion allowances, tax exempt interest
income and other individually insignificant dedwcts for tax purposes in excess of that recogniaefirfancial reporting purposes.

Discontinued Operations In 1997, the United Kingdomlemented a "Windfall Tax" against privatizedtBh utilities. The one-time tax was
23% of the difference between the value at the tifrq@rivatization and the utility's current valdtiéhe total impact of the tax to Level 3,
directly through its investment in CE Electric U¢., and indirectly through its 30% ownership ialEnergy was $63 million in the third
quarter of 1997.

Nine Months 1998 vs. Nine Months 1997

Revenue for the nine months ended September 3Qnisnarized as follows (in millions):

1998 1997

Communications and Information Services $ 102 $ 67

Coal Mining 178 165
Other 16 10

$ 296 $ 242

Revenue increased 22% to $296 million in 1998Herriine months ended September 30, 1998 compatkd game period in 1997. Systems
integration revenue increased 41% to $42 milliod988. The Company's systems integration businassstill in its early states of
development in 1997 and the increase in revenlectefthe strong demand for system integrationisesv Also contributing to the growth



systems integration revenue, was the acquisitidwofsmall firms in the second quarter of 1998 witgontributed $3 million of revenue.
Revenue for the computer outsourcing businessase24% to $46 million in 1998. The increasetigbattable to the addition of several
new customers in 1997 and early 1998. The remaidddgmillion of communications revenue is primaalyributable to XCOM which was
acquired in April, 1998.

Mining revenue increased 8% in 1998 to $178 milliorcreases in alternate source coal sales wetialpaoffset by a decrease in coal sold
from the Company's mines. Coal sold from the Comjsamines declined due to the expiration of a lterga contract in 1997.

Operating Expenses increased 18% to $138 millidi®®8. Margin, as a percent of revenue, decrea®¥dfar the systems integration
business as the early termination of a large conhtesulted in a lower utilization of operating p&nnel. Gross margins for the computer
outsourcing business increased 9% during therfiret months of 1998. A decrease in migration cistsrred in 1997 to implement new
outsourcing contracts was partially offset by stgricosts incurred for the second data center aeik. Margins for the mining business
increased by 3% in 1998. In 1998 an increase ihdrighargin alternate source coal sales were ggrtiiet by the reduced margins on coal
sold from the Company's mines. In 1997, marginevpesitively effected by the buyout of a spot amitract. Under the buyout, the
customer was able to cancel its contract commitseytmaking a payment equal to 60% of the pricén@fcoal. These proceeds, with no
corresponding costs, resulted in the higher mefagithe period.

Depreciation and Amortization Expense increasedrillon during the first nine months of 1998. Depiation on the computer equipment
purchased for general and administrative persogoeiputer outsourcing businesses and the dep@tiaitid amortization of equipment and
goodwill acquired in the XCOM acquisition, weremérily responsible for the increase in deprecia@igpense.

General and Administrative Expenses increasedfgignily in 1998 due to the expansion of the comizations and information services
businesses. The hiring of approximately 800 emmsyte implement the IP business led to increasesritpensation, relocation, travel and
facilities expenses. In addition to regular compdings, the Company recognized $23 million of noskcexpense for stock options and
warrants granted in the first nine months of 1988 Company also incurred significant professi@ealice fees associated with the initial
development of a substantial, scalable businegsostumfrastructure, specifically designed to emathle Company to offer services efficiently
to its targeted customers. In addition, the Compasg incurred legal costs associated with obtgitioenses, agreements and technical
facilities and other development costs associaiédtive new Business Plan.

Write-off of In Process Research and Developmergt $&0 million in 1998. The in-process researchdenklopment costs were the portion
of the purchase price allocated to the telephoh&ark&-to-IP network bridge technology acquired bg Company in the XCOM transaction
and were estimated through formal valuation, ati®80on. In accordance with generally acceptedoaeding principles, the $30 million was
taken as a nondeductible charge against earninge isecond quarter of 1998.

EBITDA, as defined by the Company, declined to $b8lion in 1998 from $64 million in 1997. The irease in operating costs and general
and administrative expenses associated with thanelipg communications and information servicesrimsses was primarily responsible for
the decline.

Interest Income increased to $124 million in 19@8rf $23 million in 1997. The $1.16 billion proceddsm the sale of the energy assets on
January 2, and the $1.94 billion proceeds fromditat offering on April 28, were primarily resporisilfor the average cash, cash equivalents
and marketable securities balance increasing frobd $nillion to $2.9 billion for the nine months éngl September 30, 1997 and 1998,
respectively. The increase in the average balamsedivectly responsible for the increase in intereome.

Interest Expense, net increased to $86 milliond®8l The increase in interest expense is direttiipatable to the interest on the Senior
Notes and the amortization of the deferred debiaisse costs. The interest expense for 1997 is phnadtributable to the debt on ti
California toll road which is nonrecourse to then@many. The Company capitalized $6 million of instrexpense on network construction
and systems development projects in 1998.

Other Expense, net increased substantially in 1@%%3 million from $11 million in 1997 due primbrito increased losses recognized by the
Company's equity method investee, RCN. The Compagre of these losses approximated $75 millid®%8. RCN recognized a charge
earnings of approximately $52 million (Company'areh$24 million) with respect to certain costshaf acquisitions associated with in
process research and development activities. Raiésetting these losses was the gain on RCid'sksactivity of $25 million. In 1998, RC
issued stock through a public offering and for @@racquisitions. These issuances resulted in @edse in the Company's ownership
percentage but an increase in the Company's piopat¢ share of RCN's equity. It is the Companglicp to first apply this increase against
gooduwill, previously established for RCN, and tmeoognize a gain for the remaining increase inezafiso included in Other Expense are
equity earnings in Commonwealth Telephone Entegprimnc., equity in losses of Cable Michigan, laad realized gains and losses on the
sale of marketable securities, investments and etbgets each not individually significant to tren@pany's results of operations.

Income Tax (Provision) Benefit differs from the exped statutory rate primarily due to the $30 millnondeductible write-off of the in-
process research and development costs allocated RCOM transaction. The effective rate in 199Toiwer than the expected rate due to
depletion allowances and tax exempt interest income

Discontinued Operations includes the one-time g&®608 million recognized upon the distributiontioé Construction Group to former
Class C stockholder on March 31, 1998. Also inctliciediscontinued operations is the gain, net »f td $324 million from the Company's
sale of its energy assets to CalEnergy on Janydr998B. In 1997, the United Kingdom implemented\aridfall Tax" against privatize:



British utilities. The total impact of the tax t@lel 3, directly through its investment in CE EtecUK, plc., and indirectly through its 30%
ownership in CalEnergy was $63 million in 1997.

Financial Condition-September 30, 1998

The Company's working capital increased substantlairing 1998 due primarily to the sale of the Qamy's energy assets to CalEnergy for
$1.16 billion on January 2, 1998, and the $1.9%ohbilof proceeds from the issuance of Senior Noteépril 28, 1998. The Company's
working capital increased $2.1 billion to $3.5ibifl on September 30, 1998. The Company's operatised $16 million of cash during the
first nine months of 1998, primarily for the payrhen1998 estimated income taxes and the costajiteimenting the Business Plan. These
items were partially offset by funds provided bykmining operations, the receipt of a $45 millfederal tax refund, a $26 million payment
from INTERNEXT and interest income. The initialeneést payment on the Senior Notes, $92 million, made on November 2, 1998.

Investing activities include the purchase of $5,@8fon of marketable securities, the sales anduniées of marketable securities of $2,882
million, $409 million of capital expenditures, pramily for the expanding IP and information servibesiness and $24 million of investments,
principally $15 million for information services binesses. The Company also realized $26 milliggreéeeds from the sale of property, p
and equipment and other assets.

Financing sources in 1998 consisted primarily efriiet proceeds of $1.94 billion from the sale afi&eNotes in April, the conversion of 2.3
million shares of Class C Stock, with a redemptiatue of $122 million, into 21 million shares ofded 3 Common Stock (formerly Class D
Stock) in January, proceeds from the sale of L8v@bmmon Stock of $21 million and the exercisehef Company's stock options for $7
million. In 1998, Level 3 issued $183 million obsk for the acquisition of several IP businessekraflected in the equity accounts the $164
million fair value of the issuance and forced casi@n of the Class R Stock during the first ninenths of 1998.

Liquidity and Capital Resources

Since late 1997, the Company has substantiallyased the emphasis it places on and the resowreesed to its communications and
information services business. The Company has camed the implementation of a plan to become étfasibased provider (that is, a
provider that owns or leases a substantial podfdhe plant, property and equipment necessarydwige its services) of a broad range of
integrated communications services. To reach théd, ghe Company plans to expand substantiallotleness of its subsidiary, PKS
Information Services, Inc., ("PKSIS") and to credbeough a combination of construction, purchasglaasing of facilities and other assets,
an international, end-to-end, facilities-based camitations network. The Company is designing itsvoek based on IP technology in order
to leverage the efficiencies of this technologyptovide lower cost communications services.

The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Riarexpected to be realized. These expenditugsthter with the associated early opere
expenses, will result in substantial negative gjregacash flow and substantial net operating logsethe Company for the foreseeable futi
Although the Company believes that its cost es@siand build-out schedule are reasonable, therbecan assurance that the actual
construction costs or the timing of the expendgusl not deviate from current estimates. The Campestimates that its capital
expenditures in connection with the Business Plélrepproximate $700 million in 1998 and exceedd#ilon in 1999. The Company's
current liquidity in addition to the net proceedsn the Senior Notes, the cost sharing agreemehtiINTERNEXT and the realization of the
value of certain non-core assets, should be seffido fund the currently committed portions of Bigsiness Plan.

The Company currently estimates that the implentiemtaf the Business Plan, as currently contemglakéll require between $8 and $10
billion over the next 10 years. The Company's ghit implement the Business Plan and meet itseptefl growth is dependent upon its
ability to secure substantial additional financinghe future. The Company expects to meet itstamfail capital needs with the proceeds fr
sales or issuance of equity securities, creditifi@a and other borrowings, or additional debtwsées. The Senior Notes were issued unde
indenture which permits the Company and its subsih to incur substantial amounts of debt. In taaliithe Company may sell or dispost
existing businesses or investments to fund portidrise Business Plan. The Company may sell oeleapacity, its conduits or access to its
conduits. There can be no assurance that the Conwlibe successful in producing sufficient cakiwf, raising sufficient debt or equity
capital on terms that it will consider acceptabieselling or leasing fiber optic capacity or acctsits conduits, or that proceeds of
dispositions of the Company's assets will refleetassets’ intrinsic value. Further, there candbassurance that expenses will not exceed the
Company's estimates or that the financing needédatilikewise be higher than estimated. Failweénerate sufficient funds may require
the Company to delay or abandon some of its fudMpansion or expenditures, which could have a nahiziverse effect on the
implementation of the Business Plan.

There can be no assurance that the Company widlbleeto obtain such financing if and when it isdegbor that, if available, such financing
will be on terms acceptable to the Company. If@leenpany is unable to obtain additional financingewimeeded, it may be required to scale
back significantly its Business Plan and, dependingn cash flow from its existing businesses, redhe scope of its plans and operations.

In connection with implementing the Business Plaanagement will continue reviewing the existingibesses of the Company to determine
how those businesses will complement the Compdogiss on communications and information servicket.i$ decided that an existing
business is not compatible with the communicatemms information services business and if a suithbiesr can be found, the Company may
dispose of that business.

On June 4, 1998, Cable Michigan announced th&dtsd of Directors had reached a definitive agregr®sell the company to Avalc



Cable for $40.50 per share in a cash-for-stocksaetion. Level 3 received approximately $129 millishen the transaction closed on
November 6, 1998 and expects to recognize -tax gain of approximately $90 million in the folurquarter.

New Accounting Pronouncements

In 1997, the Financial Accounting Standards Boastiéd SFAS No. 131, "Disclosures about Segmeras &nterprise and Related
Information”, ("SFAS No. 131") which changes thewpaiblic companies report information about segmeBFAS No0.131, which is based
on the management approach to segment reportinglgs requirements to report selected segmentivetion quarterly, and entity wide
disclosures about products and services, majoomests, and geographic data. This statement istefefor financial statements for periods
beginning after December 15, 1997. The Companyreiléct the adoption of SFAS No. 131 in its DecemBl, 1998 financial statements.

On March 4, 1998, the Accounting Standards Exeeufiummittee (ACSEC) issued Statement of Positief,9&\ccounting for the Costs of
Computer Software Developed or Obtained for Intetdse" ("SOP 98-1"). The effective date of thispoancement is for fiscal years
beginning after December 15, 1998, however, eafiplication is encouraged and the Company is atowufor these costs in accordance
with SOP 98-1 in 1998.

On April 3, 1998, the AcSEC issued Statement oftlms98-5, "Reporting on the Costs of Start-Up iittes" ("SOP 98-5"), which provides
guidance on the financial reporting of start-up arghnization costs. It requires costs of star&efvities and organization costs to be
expensed as incurred. SOP 98-5 is effective fanfitial statements for fiscal years beginning december 15, 1998. The Company is
required to reflect the initial application of SOB-5 as the cumulative effect of a change in actogiprinciple, as described in Accounting
Principles Board Opinion No. 20, "Accounting Chasigé\s a result of the cumulative effect of a chaimaccounting treatment, the
Company expects to record a charge to earnindeeifirst quarter of 1999 for any unamortized stgrier organization costs as of the
beginning of 1999.

On June 15, 1998, the FASB issued Statement ofiEiakAccounting Standards No. 133, "Accounting Barivative Instruments and
Hedging Activities" ("SFAS No. 133"). SFAS No. 1B3effective for fiscal years beginning after Jise 1999 (January 1, 2000 for the
Company). SFAS No. 133 requires that all derivatingtruments be recorded on the balance shee¢ #ithvalue. Changes in the fair valut
derivatives are recorded each period in curremtiegs or other comprehensive income, dependingluethver a derivative is designated as
part of a hedge transaction and, if it is, the tgpbhedge transaction. The Company does not clyratilize derivative instruments, therefore
the adoption of SFAS No. 133 is not expected tehasignificant effect on the Company's resultspefrations or its financial position.

Year 2000

The Company is in the process of conducting a vewakits computer systems, including the compugstems used in the Company's
computer outsourcing business, to identify systdrascould be affected by the "Year 2000" compigsue. Based upon this review, the
Company will develop and implement a plan to resany related issues. The Year 2000 issue resaitsdfomputer programs written with
date fields of two digits, rather than four digifsiis resulting in the inability of computer prograto distinguish between the year 1900 and
2000. The Company expects that its Year 2000 c@anpdi project will be completed before the Year 288@ change. During the execution
of this project, the Company has and will contitwécur internal staff costs as well as consulting other expenses. These costs will be
expensed, as incurred, in compliance with geneealbepted accounting principles. The expenses iassdavith this project, as well as the
related potential effect on the Company's earniagsnot expected to have a material effect ofuitge operating results or financial
condition. The source of funds for Year 2000 comnpdie costs will be cash on hand, and are expeztegtesent an immaterial amount of
Company's overall information systems budget. Tkarebe no assurance, however, that the Year 2@®0em will not have a material
adverse effect on the Company's business, finaogralition, competitive position and results of igtiens.

The Company anticipates that its plan to resoleged Year 2000 issues will be a multiphase pla would include (1) assessment of the
potential Year 2000 issues, (2) a detailed actlan pased upon the results of its assessment giotieatial issues, (3) remediation of systems
and products that are identified in the assessarahthe detailed plan as requiring correction inieltion, (4) testing of the results of the
remediation efforts to assess Year 2000 readimeb$5 the implementation of the remediated systentsproducts. Additional details of the
Company's plan will be outlined as they are firediz

The Company's wholly owned subsidiary, Level 3 Camivations, LLC is a new company that is implemsgntiew technologies to provide
Internet Protocol (IP) technology-based communicetiservices to its customers. This company hasted@ strategy to select technology
vendors and suppliers that provide products thateresented by such vendors and suppliers teebe 2000 compliant. In negotiating its
vendor and supplier contracts, the company sedas 2000 warranties that address the Year 200@kance of the applicable product(s).
As part of the Company's Year 2000 compliance pnogplans will be put into place to test these potsito confirm they are Year 2000
compliant.

The Company has initiated communications withigsificant suppliers and customers, including thtbet will provide leased
communications capacity to the Company as welhasd of PKSIS' computer outsourcing business anghuiiticular, vendors of that busin
computer outsourcing operating environments, terdaine the extent to which the Company is vulnerabithe failure by such parties to
remediate Year 2000 compliance issues. No assuramchbe given, however, that the systems will bdenéear 2000 compliant in a timely
manner or that the noncompliance of the systenaspff these parties would not have a material i@@veffect on the Company's business,
financial condition, competitive position and rasuwf operations



PKS Systems Integration LLC ("PKS Systems"), a &lidasy of PKSIS, provides a wide variety of infortian technology services to its
customers. In fiscal year 1997, approximately 8G%he revenue generated by PKS Systems relatewbjeqps involving Year 2000
assessment and renovation services performed bySyKi®ms for its customers. These contracts géneeguire PKS Systems to identify
date affected fields in certain application softsvaf its customers and, in many cases, PKS Systedertakes efforts to remediate those date
affected fields so that Year 2000 data may be msm@ Thus, Year 2000 issues affect many of thécesrPKS Systems provides to its
customers. This exposes PKS Systems to potertid that may include problems with services prayiog PKS Systems to its customers
and the potential for claims arising under PKS &yt customer contracts. PKS Systems attemptateactually limit its exposure to

liability for Year 2000 compliance issues. Howeubere can be no assurance as to the effectivef#ssse contractual limitations.

The expenses associated with this project by PK&ISvell as the related potential effect on the Gamy's earnings, are not expected to have
a material effect on its future operating resuiltfimancial condition. There can be no assuranceidver, that the Year 2000 problem, and
loss incurred by any customers of PKSIS as a restiite Year 2000 problem, will not have a mateadVerse effect on the Company's
financial condition and results of operations.

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
PART Il - OTHER INFORMATION
Item 2. Changes in Securities

Pursuant to an agreement on July 1, 1998, the Cayripaued 187,706 common shares to the holdereadbital stock of UltraLine
(Bermuda) Limited in connection with its acquisitiby the Company. The value of the transactionedapon the trading price of the
Company's stock, was approximately $5 million. ©@siance of stock to the holder of UltraLine (BedauLimited capital stock was made
pursuant to the exemption from registration corgdim Section 4(2) under the Securities Act of 1%&3amended.

Pursuant to an agreement on September 16, 1998atin@any issued 150,609 common shares to the Isabfighe capital stock of mikNet
Internet Based Services GmbH in connection witladguisition by the Company. The value of the taation, based upon the trading price
the Company's stock, was approximately $5 millibme issuance of stock to the holders of mikNetrhmdeBased Services GmbH capital
stock was made pursuant to the exemptions fronstragjon contained in Regulation S and Section d(@)er the Securities Act of 1933, as
amended.

Pursuant to an agreement on September 30, 1998atin@any issued 511,719 common shares to the Isaddéne capital stock of GeoNet
Communications, Inc. in connection with its acqigsi by the Company. The value of the issued sharesed upon the trading price of the
Company's stock, was approximately $16 million. iseance of stock to the holders of GeoNet Comaatioins, Inc. capital stock was
made pursuant to the exemptions from registrattnained in Regulation S and Section 4(2) undeSeurities Act of 1933, as amended.

Item 4. Submission of Matters to a Vote of Securityolders
At the annual meeting of stockholders held on 1dly1998, the following matters were submitted tmte.

1. To reelect the three Class | Directors to tharBmf Directors of Level 3 for a three-year tertiluthe 2001 Annual Meeting of
Stockholders:

In Favor Withheld
Walter Scott, Jr. 96,945,914 106,153
James Q. Crowe 96,982,345 69,722
Charles M. Harper 96,701,865 350,202

2. To adopt a program relating to the issuanceuip@form Stock Options pursuant to the Level 35188ck Plan, amended and restated as
of April 1, 1998:

Affirmative votes: 96,057,435
Negative votes: 726,338
Abstentions: 268,294

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits filed as part of this report are lgteelow.

Exhibit
Number

10.1 Cost Sharing and IRU Agreement between Le@®@munications, LLC and INTERNEXT, LLC, dated Ja, 199¢



27 Financial Data Schedule.

(b) The Company filed a Form 8-K on September B8] 9eporting that Arthur Andersen LLP had beenagiegl as its new independent
accountants effective August 26, 1998.

SIGNATURES

Pursuant to the requirements of the SecuritiesEtiange Act of 1934, the registrant has duly cadisis report to be signed on its behalf by
the undersigned thereunto duly authorized.

LEVEL 3 COMMUNICATIONS, INC.

Dated: May 21, 1999 \s\E ric J. Mortensen
Eric J. Mortensen
Contr oller and Principal
Accou nting Officer

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
INDEX TO EXHIBITS

Exhibit
No.

10.1 Cost Sharing and IRU Agreement between Le@®@munications, LLC and INTERNEXT, LLC, dated Ja, 1998

27 Financial Data Schedul



(1) Redacted portions have been marked with akge{ts*). The redacted portions are subject to quest for confidential treatment that has
been filed with the Securities and Exchange Comioniss

Exhibit 10.1
CONFIDENTIAL TREATMENT(1)

COST SHARING AND IRU AGREEMENT
between
LEVEL 3 COMMUNICATIONS, LLC
and
INTERNEXT, LLC

Dated July 18, 199¢



COST SHARING AND IRU AGREEMENT

THIS COST SHARING AND IRU AGREEMENT ("Agreement'$ made and entered into as of the 18th day of 188, by and between
LEVEL 3 COMMUNICATIONS, LLC, a Delaware limited Ii@lity company ("Grantor") and INTERNEXT, LLC, a evare limited liability
a company ("Grantee").

RECITALS

A. Grantor intends to construct a nationwide mohiduit (currently estimated at eight 1 1/4" consluiaking into account this Agreement)
fiber optic communications system, including cert@pamp Facilities and Regeneration Facilitiess(as terms are defined herein) as
generally depicted on Exhibit "A-1" attached heratal which will connect the cities described oniBiHA-2" attached hereto (the "Grantor
System").

B. Grantor further intends to install within onetbé conduits of the Grantor System a high fibemtdcurrently estimated at 96 fibers, taking
into account this Agreement) fiber optic cablertawe fully described in Exhibit "H", the "Cable§. Grantee desires to own or to possess an
indefeasible right to use and control a networksggting of 24 conduit-protected fibers and one sganduit connecting the cities described
on Exhibit "A-2" attached hereto. D. Grantor ané@ee can complete their desired networks lessnsiyy if such networks are
constructed as part of a single project than ihesstwork were constructed independently. E. Graamid Grantee therefore desire to shar
costs of constructing the Grantor System, and,yauntsto such sharing of costs, Grantor desiresantdo Grantee ownership of and/or an
indefeasible right to use certain facilities in tAeantor System, all upon and subject to the temnusconditions set forth below.
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ARTICLE 1.
DEFINITIONS

1.01 "Acceptance Date" shall mean the date whent€gadelivers (or is deemed to have deliveredxaaif acceptance of a Completion
Notice with respect to a Segment in accordance Auititle 9.

1.02 "Acceptance Testing" shall have the meanindpsth in Section 9.01.

1.03 "Access Points" shall have the meaning sét farSection 10.01.

1.04 "Actual Operating Expenses" shall mean, wittthuplication, the actual out-of-pocket costs argemses reasonably and necessarily
incurred by Grantor in connection with the openatid the Grantor System, as more fully describeBxhibit "L" hereto.

1.05 "Additional Grantee Fibers" shall have the nieg set forth in

Section 3.01.

1.06 "Affiliate" shall mean, with respect to anyesjjied Person, any other Person that directlyndirectly through one or more
intermediaries, controls, is controlled by, or i&lar common control with, such specified PersontéI" (including the terms "controlled
by" and "under common control with") means the pes®n, directly or indirectly, of the power toetdit or cause the direction of the
management or policies of a Person, whether thrtluglownership of voting securities, by contracti@dit arrangement, as trustee or
executor, or otherwise, provided that, with respedtrantor and for the purpose of Sections 3.08()4 and 7.02 only, the term "Affiliates"
shall not include the following Persons if they Wbatherwise be Affiliates:

(A) Cable Michigan, Inc., RCN Corporation and Cormwealth Telephone Enterprises, Inc. (and any intéiiade holding companies or otl
entities formed solely for the purpose of owningcktin such Persons), unless Grantor or its ottitiades shall acquire more than fifty
percent of the voting control of such Persons,@)dCalifornia Private Transportation Company, L.18.the extent California Private
Transportation Company, L.P. has been requirednsteuct or install fibers or conduits pursuanttte requirement of any Governmental
Authority.



1.07 "Associated Property" shall mean the tangiblé intangible property needed for the use of then@e Fibers and Grantee Conduit as
permitted by this Agreement, including the RegetienaFacilities and Opamp Facilities, but excludingny and all events any electronic
and/or optronic equipment.

1.08 "Authorization" shall mean any consent, regtgin, filing, agreement, notarization, certifiealicense, approval, permit, authority or
exemption from, by or with any Governmental Autlyor other Person.

1.09 "Canadian Person" shall mean any Person vidigérmitted under applicable Canadian telecomnatioics laws to own or operate a
telecommunications system located in Canada.

1.10 "CBD" shall mean the commonly referred to cartiusiness district of a city.

1.11 "Commencement Date" shall mean the date oohaBrantor commences construction of the Grantstedy, provided that if Grantor
has not commenced such construction on or priletember 31, 1998, then the "Commencement Datd'rmban December 31, 1998.
1.12 "Commencement Contribution" shall have thenirgpset forth in

Section 4.01.

1.13 "Completion Date" shall mean (i) in the caalbSegments within Phase One and Phase Twd*theanniversary of the
Commencement Date and (ii) in the case of all Segsneithin Phase Three, the earlier to occur of’(&) months from the date that Gran
commences construction of Phase Three and (b¥tHeahniversary of the Commencement Date, subjeaach case to any Force Majeure
Event or Grantee Delay Event.

1.14 "Completion Contribution" shall have the meanset forth in Section 4.01.

1.15 "Completion Notice" shall have the meaningfegh in Section 9.02.

1.16 "Costs" shall mean actual, direct costs pajgbgable in accordance with the established adomuprocedures generally used by Gra
and which it utilizes in billing third parties foeimbursable projects which costs shall be limttethe following: (i) internal labor costs,
including wages and salaries, and benefits and



overhead (provided that the costs of such berafitsoverhead do not exceed thirty percent (30%uoh wages and salary), and (ii) other
direct costs and out-of-pocket expenses on a pasagh basis (e.g., equipment, materials, suppl@stract services, etc.).

1.17 "Dark Fiber" shall have the meaning set fantBection 15.03.

1.18 "Designated Party" shall mean (i) Eagle Rilree,, Teledesic Corp., Nextel Communications, ,|(fc¢*).

1.19 "Dispute Notice" shall have the meaning sehfm Article 24.

1.20 "Effective Date" shall have the meaning sethfin Section 5.01.

1.21 "Execution Contribution" shall have the meagrset forth in Section 4.01.

1.22 "Final Contribution" shall have the meaningfeeth in Section 4.01.

1.23 "Force Majeure Event" shall have the meanatdasth in Article 19.

1.24 "Governmental Authority" shall mean any fedlestate, regional, county, city, municipal, lodalritorial or tribal government, whether
foreign or domestic, or any department, agencyedwor other administrative or regulatory body widtg authority from any of the
foregoing, including, without limitation, courtsybplic utilities and sewer authorities.

1.25 "Grantee Conduit" shall have the meaningah in Section 3.01.

1.26 "Grantee Delay Event" shall mean the failir&@ntee to timely observe and perform its oblz and agreements hereunder, which
failure delays the construction and installationthef Grantor System with respect to one or morensegs.

1.27 "Grantee Fibers" shall have the meaning s#t fo Section 3.01.
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1.28 "Grantor System" shall have the meaning s#t fo the Recitals.

1.29 "Grantor Termination Point" shall have the nmeg set forth in

Section 2.02.

1.30 "Hotel" shall mean a building in which poinfspresence of interexchange carriers are found.

1.31 "Impositions"” shall mean all taxes, fees,dayimposed duties charges or withholdings of atyre (including without limitation gross
receipts, taxes and franchise, license and pee®g)f together with any penalties, fines or intafereon arising out of the transactions
contemplated by this Agreement and/or imposed diperGrantor System, or any part thereof, by anyedawental Authority.

1.32 "Incremental Costs" shall mean, with respe@&dctions 7.02 and 7.06, the Costs of construetimhinstallation of the Additional
Grantee Fibers but shall not include the cost okticting and installing the conduit in which stidiers are installed, the cost of
constructing and installing the Initial Granteed¥bor any other costs associated with the Gr&ystem.

1.33 "Initial Grantee Fibers" shall have the megrsat forth in Section 3.01.

1.34 "IRU" shall have the meaning set forth in $ec8.01.

1.35 "IRU Contribution" shall have the meaningfseth in Section 4.01.

1.36 "Lien" shall mean any mortgage, pledge, hypcdtion, claim, assessment, security intereste]eamblease, license, lien, conditional sale
contract, title retention contract, adverse oriitfing claim or interest, easement, encroachmettig trust agreement, option, charge, right
of first refusal or other encumbrance or restrictid any kind, or rights of others or other contitacgive any of the foregoing, excluding any
of the foregoing (i) in favor of the grantor of aRgquired Right, or granted by the grantor of alReg Right independent of the transactions
contemplated by such Required Right, (ii) arisimgler or resulting from the terms and provisionsaof] the execution by, Grantor of the
instrument evidencing such Required Right, and

(iii) which are customary for agreements of thaety

1.37 "Major Cities" shall mean the cities desigdeads Major Cities listed on Exhibit A-2.

1.38 "Minimum Period" shall mean, with respect é@le Segment, a period of (***) years from the Adeggge Date for such Segment.
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1.39 "Node Site" shall mean the facilities (otHeart long-distance backbone Regeneration FacititiesOpamp Facilities) which
accommodate or house switch equipment, fiber damtitsmission and associated ancillary equipmesétee as a switch terminal, transport
concentrator, hub terminal, junction or end usgr lpcation.

1.40 "Operating Expense Charge" shall have the mgaet forth in Section 13.02.

1.41 "Operating Expense Estimate" shall have thaning set forth in

Section 13.05.

1.42 "Opamp Facilities" shall mean facilities tdioglly amplify lit fibers as more particularly deribed on Exhibit
1.43 "Option Right" shall have the meaning setfdantSection 6.01.

1.44 "Person” shall mean any natural person, catjoor, partnership, limited liability company, bosss trust, joint venture, association,
company or government, or any agency or politicaidévision thereof.

1.45 "Phase" shall mean Phase One, Phase Two se Fhaee.

1.46 "Phase One" shall have the meaning set for8ection 2.04.

1.47 "Phase Two" shall have the meaning set forthection 2.04.

1.48 "Phase Three" shall have the meaning setifoi@ection 2.04.

1.49 "Pinch Event" shall have the meaning set fiortBection 7.02.

1.50 "Proprietary Information” shall have the maanset forth in Section 23.01.

1.51 "Recurring Charges" shall mean the ROW Changkthe Operating Expense Charge.

1.52 "Regeneration Facilities" shall mean faciditie regenerate the signal of lit fibers as moréqadarly described on Exhibit "I".

1.53 "Required Rights" shall have the meaning@ehfin Section 6.01.

1.54 "Required Right Payment" shall mean any paywhich Grantor is required to make to the grawtoprovider of a Required Right
pursuant to the terms of the instrument governirghkequired Right.
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1.55 "Route Miles" shall mean, for each Segmemtaittual number of route miles for such Segmenbastructed, provided that, if the
Grantor System follows more than one route fobatny portion of a Segment, only the actual roniles for the route containing the Initial
Grantee Fibers shall be included.

1.56 "ROW Charge" shall have the meaning set fior®ection 13.02.

1.57 "RRG" shall have the meaning set forth in Bac2.02.

1.58 "Segments" shall have the meaning set forBeiction 2.01.

1.59 "Segment End Points" shall have the meaninfpad in Section 2.01, as the same may be extbadd terminated pursuant to Section
2.02.

1.60 "System Route" shall have the meaning set farSection 2.01.

1.61 "Term" shall have the meaning set forth int®adcs.01.

ARTICLE 2.
SYSTEM ROUTE

2.01 Grantor shall cause the Grantor System toaxdirthe city pairs identified on Exhibit "B" attadhhereto (each city identified on Exhibit
"B" is herein called a "Segment End Point", thetedoetween the applicable Segment End Points @rhealled a "Segment”, and all of the
Segments together are herein called the "SystenteRou

2.02 In the case of the Major Cities, Grantor shailse the Grantor System, or at a minimum theguotthereof in which Grantee shall rece
the IRU, to extend to (***) the serving manholesamcess points located adjacent to the buildingadoing Grantee's Node Site as specified
by Grantee in each such Major City, in accordanitke Bxhibit "M" attached hereto, provided that G shall obtain all necessary permits
or waivers for such extension from the owner ofsligilding and/or the owner of the real propertywdrich such building is located, and
provided further that all end-point locations wilspect to the Major Cities will have diverse rogtfrom the main backbone of the Grantor
System. In the event that, for any Major City, BbthfM" does not contain the address of the buidimwhich Grantee's Node Site will be
located,



Grantee shall provide Grantor with such addresg;will be within (***) miles of the center pointf the CBD, no later than (***) months
prior to the targeted completion date for such Mgjiy set forth in Exhibits "B", "D" and "E", expéthat Grantee shall have a 30-day grace
period in circumstances where Grantee has madé¢asuias efforts to locate real estate to hous@ldde Site. For all Segment End Points
which are not Major Cities, the Grantor Systematoa minimum the portion thereof in which Grantkalkhave received the IRU, shall
connect to and terminate at a splice point conthineny of the following, in Grantor's sole didova: (i) a Node Site of Grantee or one of its
Affiliates in the CBD of such city, (ii) the primaior secondary Hotel for such city, or (iii) a Regeation Facility, Opamp Facility or a Node
Site of Grantor or one of its Affiliates in suchyc{each such Regeneration Facility, Opamp FadilitiNode Site of Grantor or one of its
Affiliates, a "Grantor Termination Point"), provide¢hat (A) such Grantor Termination Point is lockéthin (***) miles of the center point «
such city's CBD and (B) Grantor shall return tha@or System or such portion thereof in which Gezarghall receive the IRU to a publicly
dedicated street adjacent to such Grantor Ternoim&bint, provided that all end-point locations ¢dies other than Major Cities will have
diverse routing from the main backbone of the GraBlystem to the extent the Grantor System provddeh diverse routing to Grantor or its
Affiliates. (***).



The Grantor Termination Point in any Segment EniditPehall be the same for all Segments ending et 8egment End Point. 2.03 The
specific location of the System Route between Sediied Points is subject to Grantor obtaining tlegRred Rights, provided that in any
event Grantor shall cause the System Route to cotime Segment End Points for each Segment. Thet@r&ystem will be constructed and
installed in three phases (the "Phases"). TheRinstse of the Grantor System ("Phase One"), estthadtapproximately 11,411 route miles,
shall include the Segments described on Exhibit t® second Phase of the Grantor System ("Phasg);Te@stimated at approximately 3,7
route miles, shall include the Segments descrilmeBbdibit "D"; and the third Phase of the Grantgstem ("Phase Three"), estimated at
approximately 910 route miles, shall include thgr8ents described on Exhibit "E" provided that ¢pstruction of each of (A) the Seattle to
Vancouver Segment in Phase Three and (B) the aaigredthe Albany to Montreal, Montreal to Toroatod Toronto to Buffalo Segments in
Phase Three, shall be optional in the sole disureif Grantor, and (ii) in the event Grantor eldotaot construct the Seattle to Vancouver
Segment, the Final Contribution shall be reducethbysum of (***) and Grantee will not be requiredpay the Completion Contribution set
forth in Exhibit "F" for the Seattle to Vancouvee@nent, and (iii) in the event Grantor elects natdnstruct the Albany to Montreal,
Montreal to Toronto and Toronto to Buffalo SegmentPhase Three, (A) the Final Contribution shellréduced by the sum of (***), and (
an Albany to Buffalo Segment shall be added to @l@ase with a Completion Contribution equal to thgragate amount set forth in Exhibit
"F" for the Albany to Montreal, Montreal to Torondmd Toronto to Buffalo Segments less the sumd).(Grantor shall provide Grantee
with written notice of the commencement of condinrcof each Phase promptly upon commencementdharel of any determination not
construct Phase Three. 2.05 Notwithstanding angttarthe contrary contained herein, Grantor magteld its option, to acquire any portions
of the Grantor System from third parties (whetheder a lease, sublease, indefeasible right ofarsatherwise) in lieu of constructing and
installing the Grantor System respecting such posti (***).



ARTICLE 3.
GRANT OF IRU

3.01 Subject to the terms of Article 7 below, ashaf Effective Date for each Segment delivered bgnr to Grantee hereunder, Grantor
hereby grants to Grantee, and Grantee hereby asquam Grantor for the purposes described heream(exclusive indefeasible right of use
in (or, if and to the extent provided in SectioBZhereof, ownership of), twenty-four (24) fibetise( “Initial Grantee Fibers") plus (a) to the
extent Grantee exercises its option pursuant ttide¢.06, the fibers acquired by Grantee purst@mstch option, (b) the fibers in excess of
24 delivered to Grantee pursuant to Section 7.@2(enfibers installed in the Grantee Conduit (tibers described in clauses (a), (b) and (c)
are herein referred to as the "Additional Grantiefs"), in each case to be specifically identifiedhe Cable or cables between the Segment
End Points for such Segment (the "Initial Grantdefs" and the "Additional Grantee Fibers", togethéh all substitutions and replacements
thereof, are herein referred to as the "GranteerETh, (ii) an exclusive indefeasible right of usdor, if and to the extent provided in

Section 3.02 hereof, ownership of) one specificalgntified unoccupied conduit in the Grantor Systeetween the Segment End Points for

10



each Segment (the "Grantee Conduit"), and (iiiassociated and non-exclusive indefeasible righisefin the Associated Property with
respect to such Segment, all upon and subjecettetims and conditions set forth herein (colletyiviee "IRU").

3.02 Notwithstanding anything contained hereirh® ¢ontrary: (a) if and to the extent not prohibiby the Required Right(s)for a particular
Segment, and (b) if the Required Right(s) with ee$po such Segment do not and will not impose up@antor any additional fees, costs or
charges as a result thereof (unless Grantee shathe same or make arangements satisfactory ta@n® assure such payment), Grantor
shall, upon the request of Grantee and on a SegoyeBegment basis on the Acceptance Date with ct$psuch Segment and without the
need for any further action or execution of docuteday Grantor to Grantee: (i) transfer title to Gntee Fibers and the Grantee Conduit to
Grantee free and clear of all Liens attributabl&tantor;

(igrant to Grantee a lease, subeasement or siagi@ement providing rights (at no additional dostr monetary obligations of Grantee,
except to the extent provided in clause (b) abtwv&rantee substantially identical to the right&ltey Grantor under the relevant Required
Right(s) (a "Sublease"); and (iii) continue thergraf the IRU in the Associated Property. Nothinghis Section 3.02 or in any such Sublease
shall relieve Grantor or Grantee of its rights,ielsiand obligations set forth in this Agreemendianinish, enlarge or otherwise affect such
rights, duties and obligations (except that, todkient applicable under this

Section 3.02, Grantee's property interest will ¢gins title in the Grantee Fibers and the Grai@eaduit and a grant of a Sublease) and if
Sublease shall terminate or Grantee shall be otkersubsequently prohibited from owning title te thrantee Fibers and the Grantee
Conduit, Grantor shall maintain the Required Rightaccordance with and pursuant to Article 6etith such Grantee fibers and Grantee
Conduit shall revert and be reconveyed to Grantdr@rantee shall have and retain the IRU in su@ntge Fibers and Grantee Conduit ul
and subject to the terms and conditions of thiseagrent.

3.03 Except to the extent not permitted by any RedwRight, Grantor hereby grants to Grantee ar#fgdaterest and lien in all of Grantor's
right, title and interest in
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the Grantee Fibers and the Grantee Conduit, wheth&ror hereafter acquired, in order to securegoerénce of Grantor's obligations to
Grantee in this Agreement.

3.04 Grantor shall use commercially reasonable dfésits to cause construction and Acceptance fig$tr all Segments to be successfully
completed no later than (***) (or in the case ofaB& Three, the earlier of (***) and (***) monthstaf the commencement of construction
thereof) and, if not so completed by such date) teesoon as practicable thereafter. Grantor adenlges that time is of the essence in this
Agreement and that Grantee is relying on delivérgllcSegments by such date. In light of the faett it would be impossible to calculate the
reduction in the value of the IRU that Grantee bargd for in the event that construction or Accap&aTesting for any Segment is not
completed by such date, or if Grantor fails toaliany Segment altogether, Grantor and Grantesbizexgree to the following payments
and/or reductions (which constitute adjustmentfiéolRU Contribution), which except as otherwisedfically provided for in paragraph (i)
below, shall be the sole remedy of Grantee in tlemeof the late delivery or non-delivery of anyg8ent:

(a) At any time that Grantor determines, in itstihgdgment, that the Acceptance Date for any Segméinbe delayed past (***), it shall
deliver to Grantee a notice in writing (a "Delaytde"), specifying the Segment or Segments affedtading that the Acceptance Date(s) for
such Segments will be delayed past (***), and sgtforth a new firm delivery date(s) for such SegteeGrantor may not deliver more than
two Delay Notices in respect of any segment, ang omdy deliver a second Delay Notice in respecimfy Segment if the second Delay
Notice sets forth an earlier firm delivery date $oich Segment Date. Such firm delivery date, amit be revised in a second Delay Notice
hereinafter referred to as the "Revised DeliveryeD#&r such Segment.

(b) If Grantor delivers to Grantee a Delay Notioedny Segment, then the following provisions shpply: (i) Grantee may terminate this
Agreement as to such Segment at any time on or fari(x) the date which is the later of (A) nin€®0) days following the date of delivery of
such Delay Notice and (B) six

(6) months prior to the Revised Delivery Date

12



for such Segment or (y) the Acceptance Date witpeet to such Segment, if the Acceptance Dateuidt Segment does not occur on or [

to its Revised Delivery Date. Upon any such termamapursuant to this paragraph (b), Grantor ghayl Grantee, in respect of the non-
delivery of such Segment, an amount equal to thel Teontribution for such Segment multiplied, ir tbase of termination pursuant to clause
(x) above, by the First Adjustment Factor, anchia ¢ase of termination pursuant to clause (y) abmywéhe Second Adjustment Factor.

(i) If Grantee does not terminate this Agreementaasuch Segment, the Completion Contributiorstamh Segment shall be reduced by an
amount equal to the sum of (x) the Total Contributior such Segment multiplied by the sum of (Ahei (1) if the Revised Delivery Date
such Segment is on or prior to (***) multiplied lye number of whole or partial months occurringiniyithe period from and including (***)
and to and including the month in which the ReviBetivery Date occurs, or (2) if the Revised Deliv®ate for such Segment is on or after
(***), the sum of (***) multiplied by the number ofvhole or partial months occurring during the péricom and including (***) and to and
including the month in which the Revised Delivergt® occurs plus (***), plus (B) (***) multiplied byhe number of whole or partial months
during the period from and including the Revisediiaey Date and to and including the month in whibk Acceptance Date occurs, plus (C)
the Additional Percentage, if any, based on the datelivery of the Delay Notice as to such Segimans (y) the Second Notice Amount, if
any, arising out of the delivery of a second Dé¥jice as to such Segment. Grantee shall notifyntdraof the Second Notice Amount at the
time of payment of such Completion Contribution.

(c) If Grantor fails to deliver a Delay Notice asany Segment, then the following provisions shpply: (i) If the Acceptance Date for such
Segment occurs after (***), and on or prior to (J*the Completion Contribution for such Segmentldtereduced by an amount equal to
Total Contribution for such Segment multiplied B[ multiplied by the number of whole or partialenths occurring during
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the period from and including (***) and to and inding the month in which such Acceptance Date azcur

(ii) If the Acceptance Date for such Segment hasooourred on or prior to (***), Grantee may terraia this Agreement with respect to such
Segment at any time on or prior to such Accept@iate, in which case Grantor shall pay Granteegspect of the non-delivery of such
Segment, an amount equal to the Total Contribdfiosuch Segment multiplied by (x) if Grantee hast<srantor a Reminder with respect to
such Segment at least 10 days prior to the datadf termination, (***) or (y) if Grantee has neng Grantor a Reminder with respect to ¢
Segment at least 10 days prior to the date of sreohination, the amount that would have been paymbtespect of such termination under
paragraph (b)(i)(x) above as if Grantor had sebeky Notice on (***) specifying a Revised DeliveBate the same as the date of
termination.

(iii) If the Acceptance Date for such Segment hatsatcurred on or prior to (***), and if Granteea®not terminate this Agreement as to ¢
Segment, the Completion Contribution for such Segraball be reduced by an amount equal to the Taltribution for such Segment
multiplied by (x) if Grantee has sent Grantor a Retfar with respect to such Segment at least 10 gagsto the Acceptance Date, (***) or
(y) if Grantee has not sent Grantor a Reminder vagipect to such Segment at least 10 days pribetécceptance Date, the amount of such
reduction that would have been applicable in retspesuch Completion Contribution under paragraphapove as if Grantor had sent a Di
Notice on (***) specifying a Revised Delivery Ddtee same as the Acceptance D

(d) In the event the Acceptance Date for a Segmmasnot occurred by (***) and Grantee has not taated this Agreement as to such
Segment prior to such date, this Agreement shadldeened terminated as to such Segment on (***)tiich case Grantor shall pay Grantee,
in respect of the non-delivery of such Segmentiranunt equal to the Total Contribution for suchr8egt multiplied by (***).
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(e) Grantor shall pay Grantee any amounts reqiyettie foregoing paragraphs to be paid within yh{®0) days after termination of this
Agreement as to any Segment. Any sums not paidrapt@r when due shall bear interest at the ratggtiteen percent (18%) per annum.
Grantee shall have the right to set off against@hgr amounts payable to Grantor under this Agesgthe amount of any payment due
Grantee pursuant to this Section 3.04. All paymbgt&rantor pursuant to this Section 3.04, anddjistments to the Completion
Contributions payable by Grantee on the Accept&rate of Segments, shall be treated by both GramdrGrantee as adjustments to the
Contribution payable hereunder. Grantor and Grasited file (and shall cause their respective p@rémfile) their respective income tax
returns and other returns and reports for thepaetve businesses on such basis and, exceptesvigh required by law, not take any
positions inconsistent therewith.

(f) In the event that Grantor breaches its obl@aiin the first sentence of this Section 3.04&mty Segment, Grantee may terminate this
Agreement as to such Segment. Upon any such tetiorinaursuant to this paragraph (f), Grantor spail Grantee, in respect of the non-
delivery of such Segment, an amount equal to thal T@ontribution for such Segment multiplied by 1{}*

(9) As used in this Section 3.04, the followingrershall have the meanings set forth below:

() "Additional Percentage" shall be (***) and (*}*respectively, with respect to any Segment ifDieday Notice for such Segment is
delivered on or before (***) and at any time onafter (***), respectively.

(i) "First Adjustment Factor" shall equal, as twyé&Segment,

(w) (***) multiplied by the number of whole or paat months in the period from and including (***hd to and including the month in which
the Revised Delivery Date occurs, if the Revisetiveey Date is on or before (***), (x) (***), if tke Revised Delivery Date is on or after
(***) and on or before (***), (y) (***), if the Revsed Delivery Date is on or after (***) and on cafbre (***),
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or (z) (***), if the Revised Delivery Date is on after (***), in each case plus the Additional Pemtage, if any, based on the date of delivery
of the Delay Notice.

(iii) "Reminder" shall mean a written notice sentar after (***) by Grantee to Grantor remindingdator of Grantee's termination rights
under paragraph (d) of this Section 3.04 as toSeyments not for which the Acceptance Date hascmtrred and Grantor has not prior
thereto delivered a Delay Notice.

(iv) " Second Adjustment Factor" shall equal, aantyg Segment, (x) (***) plus (y) (***) multiplied ¥ the number of whole or partial months
in the period from and including (***) and to anmacluding the month in which Grantee notifies Grarowriting of the termination of this
Agreement as to such Segment.

(v) "Second Notice Amount" shall mean, as to angnsent regarding which Grantor has delivered a s@miay Notice, an amount, not to
exceed the product of (***) multiplied by the nunmta whole or partial months occurring during thexipd from and including the
Acceptance Date for such Segment and to and ingjuitie month in which the Revised Delivery Datefggh in the original Delay Notice
occurs, determined by Grantee, absent bad faithe toecessary to compensate it for costs incubtesiness opportunities foregone or
damages otherwise suffered based upon the indt#igation of the Revised Delivery Date which i@t fully compensated for by the earlier
delivery of such Segment.

(vi) "Total Contribution” for any Segment shall Beemed to equal, for purposes of convenience $nShction 3.04 only, and for no other
purposes whatsoever, an amount equal to 70/60.38iplied by the Completion Contribution due upe tAcceptance Date for such
Segment as set forth in Exhibit "F".

(h) Under circumstances where more than one dioifegioing paragraphs may apply to the terminatiothis Agreement as to any Segment,
Grantee shall not be entitled to payment under rtf@e one of the such paragraphs. Each of the dorggaragraphs shall be limited by the
provision that in no event shall the payments speet of the non-delivery of any Segment, or tlieictons in the amount of the Completion
Contribution with respect to any Segment, requireder this Section 3.04 exceed (***) of the Totainribution for such Segments.

16



(i) (i) ().

(i) If Grantee accepts such offer, the amounhef Completion Contribution and/or Recurring Changagable with respect to such Segment
upon acceptance of such fibers and/or conduit slealeduced by an amount (not to exceed (***) 060875 of the Completion
Contribution), as Grantor and Grantee shall agnegood faith, to reflect the reduced value of fibers and/or conduit accepted as compared
to what Grantee had bargained for hereunder, takbogaccount, if this Agreement has been termuhateto such Segment prior to the
acceptance of such offer by Grantee, any amourgady paid by Grantor in respect of the non-dejiafrsuch Segment. The amounts of the
Execution Contribution, Commencement Contributiad &inal Contribution shall also all be reducedabyamount equal to, in each case, the
original amount thereof multiplied by the produeisl7.5/700, 8.75/700 and 70/700, respectively tiplied by the percentage reduction in
the Completion Contribution for such Segment. l&@or and Grantee shall be unable to agree upaapi@priate reductions in the
Completion Contribution and Recurring Charges plyabreunder within the thirty (30) day period éoling acceptance by Grantee of such
offer, the amount of the reductions shall be deiteechthrough an arbitration procedure in accordanitte Section 24.01(iv).
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(iii) If Grantee rejects such offer, the precedprgvisions of this Section 3.04 shall continue pplg as to such Segment, provided that this
paragraph (i) shall continue to apply to otherfi@nd or conduits constructed or acquired by @ramtits Affiliates prior to (***).

(iv) If this Agreement has been terminated as §pS@gment prior to the time that the payments aneéfiuctions provided for in this
Section 3.04 no longer constitute the sole remédyrantee in respect of the non-delivery of sucgrgent, then even if Grantor has prior
thereto made a payment to Grantee in respect afdhedelivery of such Segment, Grantee may nevieghdring an action for damages for
the non-delivery of such Segment, in which casetheunt of any damages awarded shall be reducéteamount previously paid by
Grantor to Grantee.

()) The determination as to whether the delivenany Segment is late shall be made after takirgdonsideration the effect of any Grantee
Delay Events or Force Majeure Events applicabkutdh Segment.

(k) In the event that this Agreement has been temted with respect to one or more Segments, theiainod the Final Contribution shall be
reduced by an amount equal to (x) the original F@antribution set forth on Exhibit "F" multiplielly (y) a fraction, the number of which is
the total of the amounts of the Completion Contiidns set forth on Exhibit "F" for all such termted Segments divided by the total original
Completion Contribution set forth on Exhibit "F"dasrantor shall reimburse Grantee in an amountléqu@) the sum of the original
Execution Contribution and Commencement Contrilbusiet forth on Exhibit "F" multiplied by (B) thesfction set forth in clause (y) above.

ARTICLE 4.
CONSIDERATION

4.01 Grantee agrees to make contributions to Grdmtdhe construction of the Grantor System adanh in Exhibit "F", as such amount
may be adjusted as provided herein (the "IRU Cbution"). The IRU Contribution shall consist of antribution to
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be made upon execution of this Agreement (the "&txe@a Contribution™), a contribution to be made ng@rantor's commencement of
construction of the Grantor System (the "Commencgr@entribution™), a contribution to be made wi#dspect to each Segment on the
Acceptance Date for such Segment (the "Completiomii@®ution™) and a contribution to be made uparaficompletion of the Grantor
System, excluding any Segments terminated by Gegniesuant to Section 3.04 or otherwise undeliveseGrantor (the "Final

Contribution™), all as more particularly descriiad=xhibit "F".

4.02 In addition to the IRU Contribution, Grantéalb pay directly or reimburse Grantor for all atlsems, costs, fees and expenses which are
expressly provided to be paid by Grantee underAbireement, including without limitation, the Redng Charges. Except as expressly set
forth in this Agreement, Grantee shall have nogaion to pay any amounts in respect of the IRUigrd hereunder.

4.03 Grantor will deliver to Grantee invoices fayments of the IRU Contribution and all other suowsts, fees and expenses owed by
Grantee to Grantor hereunder and Grantee shaByely invoiced amounts, less any reasonably dis@rtenints, within thirty (30) days after
receipt of such invoice. Grantee shall provide Grawith written notice by the payment due datecdéing in reasonable detail the basis for
any disputed amounts; provided that any disputeauauts resolved in favor of Grantor shall thereafempaid promptly by Grantee. Any su
not paid by Grantee when due shall bear intereieatate of eighteen (18%) per annum, other teasanably disputed amounts, which shall
bear interest at the rate of twelve percent (128t)yamnum.

4.04 Grantor agrees that it will not, for a peradd***) years after the Acceptance Date of thetl&sgment delivered hereunder, sell, transfer
or grant rights of use or similar rights to use &milities, in whole or in part, in the Grantorssgm (other than to an Affiliate of Level 3
Communications, Inc. or an RRG) upon economic beomaterial terms more beneficial than those piedito Grantee hereunder. Prior to
entering into any agreement or other arrangemehtaviy other Person (other than such a subsidiasych an RRG) regarding the use or
transfer of all or part of the Grantor SystemQiantor will provide Grantee with sufficient detafithe terms thereof (the
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confidentiality of which information shall be maéimed by Grantee as provided in Article 23) in ordeenable Grantee to compare such
terms to those provided to Grantee hereunder gnat (Grantee's option, this Agreement shall beifiemtito give Grantee the benefits of the
more beneficial economic or other material term#ta@imed in such other agreement or arrangemettelevent that Grantor and Grantee are
unable to agree whether such terms are more baleafichave been appropriately incorporated in A&gseement, if Grantee so requests, the
parties shall submit such disagreement to arbiimati accordance with Section 24.01(iv). The pravis of this Section 4.04 shall survive ¢
modification of this Agreement pursuant to this t®et4.04. A merger or consolidation of Grantolaaale by Grantor of all or substantially
all of its assets shall not be considered a saaster or grant of rights to use the Grantor Systevered by this Section 4.04.

ARTICLE 5.
TERM

5.01 The IRU with respect to each Segment shabineceffective (and the transfer of title to the iike@ Fibers and the Grantee Conduit for
each Segment, if applicable, shall occur) on trst lay when both (i) the Acceptance Date with eesfo the Segment has occurred and (ii)
Grantor has received payment of all of the IRU @bation then due to Grantor for such Segmentdasith Segment, its "Effective Date").
Subject to the provisions of Article 6 and Artidlethe IRU with respect to each Segment shall teaitei at the end of the economically useful
life of both the Grantee Fibers and Grantee Conalifiitin such Segment, as determined pursuant t6d®es.03 (the "Term").

5.02 Notwithstanding anything in this Agreementte contrary, the Term with respect to each Segstait not be less than the Minimum
Period. Grantor shall take all such actions as begecessary to cause each Required Right to remaifect so that the Term for each
Segment shall be not less than the Minimum Peiiaduding, without limitation, exercising any renalwights under any Required Right, or
otherwise
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acquiring at no cost to Grantee such extensiomglditions of any Required Right and/or obtaininglaeements or substitutions of any
Required Right (and relocating such Segment oigriatthereof at Grantor's sole cost under Secti@B)@s may be necessary, in order to
cause the term of each such Required Right, or smpacement or substitution thereof, to be comtihuntil a date that is not earlier than the
last day of the Minimum Period for such Segment).

5.03 Grantee shall determine, in its sole discretichen the Grantee Fibers and/or Grantee Condilitrespect to any Segment shall have
reached the end of their economically useful liid ahall give written notice of such determinatiorGrantor. Upon any such determination
by Grantee after the Minimum Period, the Term seslire with respect to such Grantee Fibers ar@fantee Conduit in such Segment and
all title to and/or rights to the use thereof shallert to Grantor without reimbursement of anyhaf IRU Contribution or other sums, costs,
fees or expenses previously made with respectttheard from and after such time Grantee shall maviirther rights, obligations or
liabilities hereunder or any other liability witkspect thereto unless such rights, obligationgbilities are specifically provided herein to
survive the Term.

5.04 Absent a determination by Grantee under Seéti@3, at the end of the Term for each Segme@rattee's option, (i) Grantor shall
transfer all of Grantor's right, title and interésthe Grantee Fibers and the Grantee Conduiimdtiich Segment not then owned by Grantee
to Grantee for $1.00 (except if Grantee has givattem notice as to such Segment described in

Section 5.03), in which case Grantee shall assangGrantor shall be relieved of, all obligationg€onnection therewith, or (i) Grantee sl
transfer all of Grantee's right, title and intersthe Grantee Fibers and the Grantee Conduiimgtinch Segment not then owned by Grantor
to Grantor for $1.00.

5.05 Grantor and Grantee acknowledge and agre&thaatee shall be treated for accounting and fédeihall applicable state tax purposes
as the exclusive beneficial owner of all GrantdeeFs and Grantee Conduit (each of which constitaheigterest in real property) with respect
to which it has received an IRU hereunder, andvasblder of an associated nexelusive indefeasible right of use in the AssagiaPropert
(which constitutes a leasehold interest in reapprty). Grantor and Grantee further agree that
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the transactions contemplated in this Agreemenstitoite, for accounting and federal and applicatdde tax purposes, a joint undertaking to
share and minimize the expenses of constructirgpoli party's respective telecommunications netvweort,not as a separate entity or as ¢
or lease (except with respect to lease of the Aataxt Property). Grantor and Grantee shall filad(simall cause their respective Parents to
their respective income tax returns and other nstand reports for their respective Impositionsoch basis and, except as otherwise req
by law, not take any positions inconsistent thetiewi

5.06 This Agreement shall become effective on tite tereof, subject to

Section 20.04 hereof, and shall terminate on the when, after completion and delivery of the Segimall the Terms of all such Segments
shall have expired or terminated, except that Aa$id6, 24 and those provisions of this Agreemdrithvare expressly provided herein to
survive such termination shall remain binding om plarties hereto.

5.07 If (i) Grantee or an entity which directlyiadirectly controls Grantee (each a "Grantee Paremhkes a general assignment for the
benefit of its creditors, files a voluntary petition bankruptcy or any petition or answer seekaumsenting to, or acquiescing in
reorganization, arrangement, adjustment, compaosiliguidation, dissolution, or similar relief, Xian involuntary petition in bankruptcy or
other insolvency protection against Grantee or@rgntee Parent is filed and not dismissed withia lsandred twenty (120) days, (iii)
Grantee or any Grantee Parent defaults with respenty borrowed money indebtedness of Granteaalr Grantee Parent having a principal
amount in excess of (***), which indebtedness igatly due and payable in full or which default resulted in, or would permit, the
acceleration of the maturity of such indebtedn@gysexcept as provided in

(v) below, Grantee materially breaches this Agre@maed such breach remains uncured for 30 day# fwot susceptible of cure within such
period, cure has not been commenced and diligentigued thereafter) after written notice thereof3wgntor, (v) Grantee fails, for a perioc
ten (10) days following written notice by Grantdrsoch failure, to make payment in excess of aneggge of (***) due hereunder (unless
unpaid sum is being disputed in good faith), oy &iy Permitted Guarantor shall materially breaebti®n 16 of its guaranty
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referred to in Section 20.06 and such breach blaak a material adverse effect or such Permitteat&itior's ability to perform under such
Guaranty, and such breach remains uncured (or & drats not substituted a new Guaranty therefoGatays (or, if not susceptible of cure
within such period, cure has not been commencedidigéntly pursued thereafter) after written netthereof by Grantor, Grantor may, upon
twenty (20) days prior written notice to Grantee arhile such event is continuing, terminate thigégmnent as to all Segments as to which
Grantee has not yet paid the Completion Contrilyiio which case Grantee shall have no furthemgaltilbn to make any payments hereunder
as to the Segments terminated. In addition, uperoticurrence of any event described in clause®(iy)) above, in addition to any other
remedies available to Grantor at law or in equitgluding specific performance and injunctive rgl@rantor shall have no obligations under
Article 12 hereunder as to any Segments as to whielmtee has paid the Completion Contribution, ss1End until such default is cured.
Except as provided in the immediately precedindgesare, and notwithstanding other provisions in gseement to the contrary, Grantor
acknowledges and agrees that Grantor shall havigimounder any circumstances to terminate the liRWhole or in part, or any of the rig|
and interests of Grantee hereunder, with respeatydSegment for which the Completion Contributielating thereto has been fully paid in
accordance with the terms hereof prior to the teatidn of the Term of such Segment. 5.08 If (i) i@oa or an entity which directly or
indirectly controls Grantor (each a "Grantor Pdfemtakes a general assignment for the benefitsafriéditors, files a voluntary petition in
bankruptcy or the filing by Grantor or any Gran®arent of any petition or answer seeking, consgrtinor acquiescing in reorganization,
arrangement, adjustment, composition, liquidataissolution, or similar relief, (ii) an involuntapetition in bankruptcy or other insolvency
protection against Grantor or any Grantor Parefikid and not dismissed within one hundred twei®0) days, (iii) Grantor or any Grantor
Parent defaults with respect to any borrowed mandgbtedness of Grantor or such Grantor Parenhfaviprincipal amount in excess of
(***), which indebtedness is already due and pagablfull or which default has resulted in, or webylermit, the acceleration of the maturity
of such indebtedness, (iv) Grantor materially
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breaches this Agreement (except breaches cover8edtjon 3.04) and such breach remains uncurecg® (@r, if not susceptible of cure
within such period, cure has not been commencedigigently pursued thereafter) after written netitereof by Grantee, or (v) Level 3
Communications, Inc. (or any successor guarantetmder) shall materially breach Section 16 ofitaranty referred to in Section 20.05
and such breach shall have a material adverset effieits ability to perform under such guarantyd anch breach remains uncured for 30 «
(or, if not susceptible of cure within such periodre has not been commenced and diligently purtherdafter) after written notice thereol
Grantee, then, after written notice thereof fronai@ee, Grantee may (i) terminate this Agreemenghale or in part, in which case Grantee
shall have no further obligation to make any payiméereunder as to the portion terminated, angdilijject to Article 17, pursue any legal
remedies it may have under applicable law or ppiesi of equity relating to such default, includspecific performance and injunctive relief.

ARTICLE 6.
REQUIRED RIGHTS

6.01 Grantor covenants and agrees that, duringiehm of each Segment, it shall obtain and mairitafnll force and effect all rights,
licenses, permits, authorizations, rights-of-waseaments and other agreements which are necessader to permit Grantor to construct,
install, keep installed and maintain the Grantd® s and Grantee Conduit comprising such Segneegtant the IRU and to provide Grantee
with all other rights and privileges (it being unsteod that Grantee's option rights under Sectiff, prior to the exercise thereof, shall nc
considered for this purpose) under this Agreemeuitgctively, the "Required Rights"). Grantor shadle its commercially reasonable best
efforts to cause each such Required Right to peofadl Grantee with notice of any default on the paGrantor thereunder and to permit
Grantee to cure, on behalf of and at the expen&raftor, any such default and, thereafter, toinaetthe use of such Required Right in
accordance with Grantor's rights and interestsetireder, (b) subject to the last sentence of thiti®e6.01, option or
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renewal rights ("Option Rights") permitting thetstterm of each Required Right to be continued tive end of the economically useful life
of the Grantee Fibers and Grantee Conduit locai¢lde Segment to which such Required Right relategherwise beyond the scheduled
expiration date of such Required Right and (c) eGrantee with non-disturbance agreements (im famd substance reasonably
satisfactory to Grantee) relating to the GrantdeiS, the Grantee Conduit, the Associated PropeidyGrantee's interest in, and/or owner:
and use thereof. Each Required Right shall byeitsi$, or by the terms of an option or similar realetight exercisable at the sole discretion
of Grantor, remain in effect for the Minimum Perifdt each Segment covered thereby, (***), providedher that Grantor shall nevertheless
remain bound by the provisions of Section 5.02 watbpect to such Required Rights.

6.02 Grantor further covenants and agrees thangltine Term of the IRU with respect to each Segment

(a) Grantor shall observe and perform each andyenfdts obligations under each Required Righh# failure to observe and perform any
such obligation or obligations would permit therg or provider of such Required Right to termésitich Required Right prior to its stated
expiration date or to increase the fees, chargassssments due to such grantor or provider, oldwadherwise adversely impair or affect
Grantee's rights to use the Grantee Fibers, thet&aConduit and the Associated Property hereunder;

(b) in the event Grantor shall receive notice framy grantor or provider of a Required Right thaai@or has failed to observe or perform its
obligations under such Required Right (unless Graistcontesting the validity of such claimed degéd failure in good faith, provided such
contest does not adversely impair or affect Grasitéghts hereunder ), Grantor shall give writtetice of such failure to Grantee (promptly
following the date Grantor shall have received e®tf such failure) and Grantee may, at its opfsubject to the terms and provisions of the
Required Right and
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the ability of third parties to cure defaults ofa@tor thereunder), (i) cure or correct any sucluffaiand (ii) pay any subsequent amounts due
under such Required Right to the grantor or pravideuch Required Right unless Grantee shall lrageived written notice from Grantor
that Grantor will pay timely all such amounts;

(c) in the event Grantor is in default of any afdbligations under any Required Right and Graotees such default pursuant to Section 6.02
(b)(i) or Grantee exercises its rights pursuaridotion 6.02 (b)(ii) , Grantor shall reimburse Geanpromptly upon demand for any and all
amounts reasonably paid by Grantee;

(d) Grantor shall at its sole reasonable cost apérse defend and protect Grantor's rights in ateddsts under each Required Right, and
Grantee's rights under this Agreement and Graritgei®st in the Grantee Fibers, the Grantee Conaiy Sublease and the Associated
Property, against all Liens attributable to Grantor

(e) Grantor shall not exercise any right or otheeatake any action under a Required Right whidghdsnsistent with its obligations, or
Grantee's rights under this Agreement, nor shah€r fail to exercise any such rights if suchuialwould be inconsistent with such
obligations or rights or would otherwise adversaffigct Grantee's ownership of and/or indefeasibletito use the Grantee Fibers, the Gra
Conduit and the Associated Property hereunder;

(f) Grantor shall not take any action which woudgult in the termination of a Required Right ptmits scheduled expiration (including any
extended term pursuant to an exercised option); and

(9) In the event that (i) the grantor or providéadrequired Right is in default under such ReglRéght, (ii) such grantor or provider makes
a general assignment for the benefit of its cresgljtfiles a voluntary petition in bankruptcy or gustition or consider seeking, consenting to,
or acquiescing in reorganization, arrangement,saifjant, composition, liquidation, dissolution anaar relief, (iii) an involuntary petition in
bankruptcy or other insolvency protection againshsgrantor or provider is filed or (iv) any othlerent or condition arises which may
materially adversely affect Grantor's rights unsiech Required Right or Grantee's rights underAlyiement, then Grantor shall provide
Grantee with prompt written notice of each suchnéwe
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condition and keep Grantee reasonably informed reispect to any subsequent developments relatargtth

6.03 In the event any Required Right shall contairshall otherwise be subject to, an Option Righvor of Grantor with respect to any
portion of the Grantor System, Grantor shall givar@ee written notice thereof at least 90 daysrjgadhe last date required for exercise
thereof and either (i) exercise such Option Rightyided that (a) Grantor shall not be requiredxpend, as consideration for exercising any
such Option Right, more than the fair market ratgable at such time for similar rights and ternxgept to the extent that Grantee and the
other users of the Grantor System agree at théwrop pay directly or reimburse Grantor for amgaunts required to be paid in excess of
such fair market rate, and (b) any such extendiaii aot modify the rights or obligations of Granty Grantee under this Agreement
(including, without limitation, the amount of fepayable by Grantee pursuant to Article 13)) ori{iyrantor elects not to exercise such
Option Right and Grantee wishes to exercise sudio@Right and continue to use the portion of thharor System to which such Option
Right relates, then Grantor shall (a) if such Opfight and the Required Right relating theretoamsignable, assign its interest therein al
such portion of the Grantor System (including, withlimitation, all facilities and rights thereitg Grantee for $1.00 or

(b) if such Option Right or the Required Right tilg thereto are not assignable, exercise sucho®®ight on behalf of Grantee pursuant to
this

Section 6.03, whereupon Grantor shall have no éuntight, title, interest or obligation (and Gramthall have all such right, title, interest and
obligation) under this Agreement to or with respecsuch affected portion of the Grantor Systenirduthe period of extension or renewal,
provided, and on the condition, that Grantee siedlme and agree to pay, observe and perform thié afuties, obligations and liabilities
associated with such Required Right relating tdsaftected portion arising after the date of sussuanption and shall indemnify Grantor in
accordance with Article 16 with respect to any lesssuffered by Grantor relating to the duties,gatiions and liabilities assumed by Grantee
pursuant to this sentence.
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6.04 Subject to Grantor's compliance with Sect®84, 6.02 and 6.03, then notwithstanding any gbhevision of this Agreement to the
contrary, if a Required Right expires or otherviseninates at any time after the Minimum Perio@, Tierm (with respect to the Segment or
Segments or portions thereof affected thereby) skalvise automatically expire; provided that,tire event Grantor or any of its Affiliates
shall extend, renew or enter into a new agreeméhtraspect to such Required Right, the Term stwitinue with respect to such Segmer
Segments or portions thereof until the subsequepitaion or termination of such Required Rightpyided further that any such extension,
renewal or new agreement shall not modify the sgittobligations of Grantor or Grantee under thgge®ment (including, without limitation,
the amount of fees payable by Grantee pursuantttolé13).

6.05 If, after the Acceptance Date with respea 8egment, Grantor is required by any Governménitilority, or by any grantor or provid
of a Required Right prior to the scheduled expratif such Required Right, to surrender, ceaseumimelocate such Segment or portion
thereof, including any of the facilities used oquéed in providing the IRU, Grantor shall relocateeh Segment of portion thereof and shall
have the right, in good faith, to reasonably deteenthe extent and timing of, and methods to bel fsesuch relocation; provided that (i)
Grantee shall be kept fully informed of all actidose taken and determinations made by Grantooimection with such relocation, (ii) any
such relocated Segment or portion thereof shalb¢ajonstructed in accordance with the construcpmtifications set forth in Exhibits "G"
and "J" and incorporate fiber and conduit meetirgdpecifications set forth in Exhibit "H" (b) bebgect to successful completion of
Acceptance Testing (which shall be completed,acficable, prior to termination of service on tlfifeeted portion of the Grantor System) ¢
(c) contain the same number of Grantee FiberseaSéigment or portion thereof being relocated drileiSegment or portion thereof being
relocated contains the Grantee Conduit, any suobated Segment or portion thereof shall containGnantee Conduit and (iii) Grantor shall
use its commercially reasonable best efforts tamiire any disruption resulting from such relocattorGrantee's telecommunication
operations. Unless such relocation is the resudt faflure by Grantor to observe and

28



perform its obligations under any Required Rightthts Agreement (e.g., failure to obtain a Reqiiiréght with a scheduled term at least
equal to the Minimum Period or failure to compltiwihe terms thereof in order to maintain such ReduRight in effect for the Minimum
Period), Grantee shall reimburse Grantor for itpprtionate share of the Costs of such relocatfGuch Segment or portion thereof (to the
extent Grantor has not been reimbursed or othemvgs®ensated by any other Person) as followst. tfilei affected Segment or portion
thereof includes any conduits (whether or not omlip the total Costs of relocation of the affeatedduits shall be allocated (***).

6.06 Notwithstanding anything in this Agreementtte contrary, the IRU and Grantee's rights areesuitthp the terms of the Required Rights,
provided that the Required Rights shall not contaims, provisions or obligations which conflictase inconsistent with Grantee's rights (it
being understood that Grantee's option rights uBeetion 7.06, prior to the exercise thereof, shatlbe considered for this purpose) under
the IRU or this Agreement or Grantor's obligatitimsreunder or hereunder or which impose any otlzerial obligations or duties on
Grantee, and provided further that the Requiredh®Rignay contain customary provisions regarding sse@d other customary restrictions
limitations. Except as otherwise provided in thigrdement, Grantor will not obtain for itself or awmiyits Affiliates any material rights or
benefits in respect of the Grantor System fromgttamtor or provider of any Required Right thataed not make available or cause to be
made available to Grantee on comparable terms.

29



ARTICLE 7.
CONDUIT

7.01 Grantor shall use its commercially reasonbbk efforts to have the IRU for each Segment®f@hantor System consist of 24 fibers
one unoccupied conduit (or comparable aerial segmen
7.02 (***).
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7.03 Grantor shall give written notice to Grantééhe likely occurrence of a Pinch Event with resjie a Segment or a portion thereof,
promptly following Grantor's knowledge of the likebod of such Pinch Event, which notice shall ¢gttiat, in Grantor's good faith
determination, either (i) such Pinch Event willteenporary and Grantor will deliver the Grantee Qgahih such Segment or portion thereof
by the date specified in such notice (which datdlstot be later than the applicable Completiond)at (ii) such Pinch Event will be
permanent and Grantor will not deliver the Grar@eaduit by the applicable Completion Date. Notwiimgling anything in this Agreement
the contrary, (a) in the event that Grantor defiveenotice pursuant to clause (i) above, for puepad determining the Minimum Period with
respect to such Segment only, the Acceptance Datadé Segment or portion thereof to which sucliceatelates shall not commence until
date that the Grantee Conduit has been deliverg@dgrin the event that Grantor delivers a notigespant to clause (ii) above, then Grantor
shall have no obligation to deliver, and GrantesIdiave no obligation to accept or pay for, theu@ee Conduit in the Segment or portion
thereof to which such notice relates after the dagich notice. In each of clauses (a) and (byabitne IRU Contribution and the Recurring
Charge for such Segment shall be adjusted in aanoedwith Section 7.04 below. If, prior to the tatéthe third anniversary of the
Commencement Date and the delivery of the last 8agdelivered hereunder, such Segment or portieretf includes at least three
conduits, (A) in the event that a notice has bedivered pursuant to clause (i) above, Granted i delivery of and pay for the Grantee
Conduit in accordance with the terms of this Agreatnand (B) in the event that a notice has be#weded pursuant to clause (ii) above,
Grantee shall have the option (which option shall
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be exercisable within 30 days following receiptwitten notice of proposed delivery by Grantor}dake delivery of and pay for the Grantee
Conduit in accordance with the terms of this Agreatnin either such case, if Grantee takes deligégnd pays for the Grantee Conduit, the
IRU Contribution and Recurring Charge for such Segtishall be adjusted as provided in Section 7edévh

7.04 (***).
7.05 In the event that (i) Grantor delivers a noficrsuant to Section 7.03(i) and Grantee takégeattglof the Grantee Conduit in the Segm

or portion thereof to which such notice relatesh®yapplicable Completion Date or (ii) Grantee ebsss its

32



option pursuant to clause (B) of the last sent@fi&ection 7.03, then (a) Grantee shall reconvegramtor, or relinquish the use of, any fik
in excess of the Initial Grantee Fibers granteGtantee pursuant to Section 7.02, (b) Grantor shafiburse Grantee for all Incremental
Costs paid by Grantee pursuant to Section 7.0Z@r@drantee shall pay Grantor the excess of the @bitribution for such Segment over
amount of the fee paid by Grantee with respecetogoursuant to Section 7.04 and the Recurringdghsinall be restored from and after the
date of such delivery to what it would have beesuith Pinch Event had not occurred.

7.06 Grantor agrees that in the event the Grantste® in any Segment shall include six or more adadinclusive of the Grantee Conduit
and the conduit housing the Cable), Grantee shatl tthe option to elect that the IRU with respedhe Grantee Fibers in such Segment be
increased to include twenty-five percent (15%)hef fibers installed (rounded up to the nearest @/fiber) in every conduit after the first five
conduits (inclusive of the Grantee Conduit anddbieduit housing the Cable), provided that if Gragitants to an unrelated party an
indefeasible right to use all of the fibers ingdlin any such conduit, Grantee shall not have sptibn but in lieu thereof Grantor shall pay
Grantee, simultaneously with the grant of suchtrigh amount in cash equal to 25% of the valudeftbnsideration received by Grantor for
such indefeasible right to use such fibers (it einderstood that, if such indefeasible right te sisch fibers is part of a larger transaction,
any allocation of consideration in such transacsiball not be relevant for purposes of this Secti@ and, if Grantor and Grantee are unable
to agree on the amount of the total consideratilmecable to such indefeasible right to use, sucbwam shall be determined by the procedures
set forth in Article 24). Grantor shall give writt@otice to Grantee prior to installing any fibersuch sixth conduit and any subsequent
conduit, which notice shall contain Grantor's gémith estimate of Grantee's proportionate shatéetosts and other amounts described
below which will be payable by Grantee. If Grantustalls fiber in one or more conduits contempocarsty under circumstances where at
least one of such conduits would be subject to this

Section 7.06, Grantee may select which of thosdwitmis subject to its option rights under thigt®m 7.06. Grantee shall have a period of
ninety

(90) days
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after receipt of such notice to exercise its optiader this Section 7.06 by written notice to Goanlin the event Grantee shall exercise its
option with respect to such a conduit in any Sedradhfibers installed therein for Grantee's usallsbe deemed to be and constitute
Additional Grantee Fibers hereunder and Grantek lshaesponsible for, and Grantee shall pay ton@nafrom time to time during the Term
(at least five (5) days prior to the date Gransareiquired to make payments as a result of thepaemy of such conduit), Grantee's
proportionate share (based on the number of fimessach conduit which will become Additional Gramt€ibers and the total fiber count in
such conduit) of each of: (i) the Incremental Castsirred by Grantor in connection with the ingtitin of the Additional Grantor Fibers in
such conduit; (ii) the operating expenses incubngrantor in connection with the fibers in sucimadoit; and (iii) the fees, costs or charges
payable under the terms of any related Requiretitiipas a result of the placement or use of fibsuch conduit. In the event Grantee shall
fail to timely exercise the option provided in tisction 7.06 with respect to a conduit, or if Geamotifies Grantor in writing of its desire to
surrender such option with respect to any condusiny Segment, Grantee's option with respect tb sanduit shall terminate, but Grantee's
option with respect to any subsequent conduitdferaSegments shall continue in full force and @ffilotwithstanding anything contained in
this Agreement to the contrary, Grantor shall ndeepbligated to cause six or more conduits tonbtalled as a part of the Grantor System
and Grantor shall not be in breach or default hedleuor otherwise liable to Grantee if the GraiBgstem does not include six or more
conduits. The rights granted to Grantee underSbigion 7.06 shall not apply to (x) any inner ctyjocal loop conduit constructed or
installed by Grantor in a city in the form of a sjfjwhich may have two or more connection pointghi Grantor System, provided that this
sentence shall not modify Grantor's obligationsaurgection 2.02 or (y) if the Grantor System cdsé (***) conduits, any conduits in
excess of (***) conduits constructed or installgd®rantor, simultaneously with and adjacent todtier conduits constituting part of the
Grantor System, expressly for exchange for condliigsmother Segment or portion of the Grantor Sygteovided by an unrelated third party
(and no more than a de minimis amount of otheridenation).
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7.07 Grantee may elect at any time during the TafremSegment to have fibers installed within alaay part of the Grantee Conduit in such
Segment, on such reasonable schedule as may hespbyg Grantee and approved by Grantor (whichrapgl shall not be unreasonably
withheld), and, subject to Article 19, Grantor s$lidtall such fibers in accordance with such sciedsubject to the following: (i) Grantee
shall provide to Grantor for Grantor's reasonablgraval and, if applicable, to the grantors or aevs of any Required Rights, detailed
installation plans and specifications, the propasmtractor or contractors, the schedule for iteiah, and such other information or
documentation as may be reasonably requested btdBiar as may be required under any Required Ragit (i) Grantee shall reimburse
Grantor for all Costs incurred by Grantor in cortiecwith such installation (but not including tbest of construction of the Grantee Cont
itself). 7.08 Any installation of fiber for Grantsaise within a Segment under Sections 7.06 orsh@ll not extend the Minimum Period with
respect to such Segment.

ARTICLE 8.
CONSTRUCTION OF THE GRANTOR SYSTEM

8.01 Grantor will design, engineer, install andstamct the Grantor System (including any portiothaf Grantor System delivered pursuant to
Article 7) in conformity with the construction spfcations set forth in Exhibit "G" and all applicke manufacturer specifications and in a
workmanlike manner and in accordance with industayndards and building, construction and safetgspas well as any and all other
applicable governmental laws, codes, ordinancatytess and regulations. Such responsibilities shellide, without limitation, preparation
construction drawings, materials specifications araderials requisitions. The Grantee Fibers shaltnor exceed the applicable fiber
specifications set forth in Exhibit "H". The Graat€onduit, and all other conduits in which Grarftéeers are located, shall meet the
applicable specifications set forth in Exhibit "H".
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8.02 Grantor will provide Regeneration Facilitiegl@Dpamp Facilities to be located along the GraBi@tem, in each case consisting of and
providing space and amenities as described in BxMtib

8.03 Grantor will undertake the Acceptance Testihgach of the Segments.

8.04 Subject to Sections 7.02 and 7.07, Grantdrpnalcure all materials to be incorporated in amtéécome a permanent part of the Grantor
System (other than fibers to be installed in tharfBre Conduit which may be procured by Grantegant®e's option).

8.05 Subject to the provisions of Article 6, Grankdll obtain and maintain in full force and effdatte Required Rights without default by
Grantor thereunder.

8.06 Grantor and Grantee will mutually consult watdch other (on a monthly basis and at such oitnesstupon request of either party) to
attempt to coordinate construction of the Granyst&n with other network construction which mayubeertaken by, or on behalf of,
Grantee.

8.07 During the course of construction of each SagmGrantor will prepare and provide to Grante®)(a construction schedule and
progress reports, including notice regarding whe@mntor reasonably believes that such Segmentmaybject to a Pinch Event. Subject
to the terms and provisions of any applicable ReguiRight, Grantee shall have the right, but netdhligation, on at least twenty four (24)
hours prior notice to Grantor, to inspect and Esent at the construction and installation of eéaepment (which may consist of continuous
or regular on-site inspections by dedicated repitasiges of Grantee), including the installatiopljcng and testing of the Grantee Fibers and
the installation of the Grantee Conduit incorpaddteerein; provided that no inspection or failuwertspect by Grantee shall impair or
invalidate any rights and remedies of Grantee uttdsrAgreement or modify, amend or otherwise dféety of the representations,
warranties, covenants or agreements of Grantorrth@eAgreement. If, during the course of any saghstruction, installation, splicing or
testing, any deviation from the specificationsfeeth in any Exhibit hereto is discovered, the damgtion or installation of the affected port
of the

36



Segment shall be repaired promptly to such spetifins in such Exhibit at Grantor's sole cost axgkase.

8.08 Grantor shall make available to Grantee fspéttion by Grantee copies of all information, doeuats, agreements, reports, permits,
drawings and specifications generated, obtainettquired by Grantor in performing its duties purgua this Article 8 that are material to
the grant of the IRU to Grantee, including the RegfiRights, subject only to the condition that thems of each such document or the legal
restrictions applicable to such information or doeunt permits disclosure to Grantee; provided thran@r will use its commercially
reasonable best efforts to obtain a waiver of adigtiag confidentiality and/or non-disclosure rédtons, and to exempt Grantee from
subsequent confidentiality and/or non-disclosustrigtions, that would restrict Grantor's abilityrhake such documents and/or information
available to Grantee for inspection.

8.09 For purposes of the foregoing, Grantor shali®emed to have complied with any Exhibit notwéhding deviations to such Exhibit,
provided that Grantor (i) notifies Grantee of sdelviation (which may be given in a general formananthly intervals unless Grantee
requests more specific details), (ii) compliance wat or would not be commercially practicable and

(iii) such deviations do not diminish the valuelity, reliability or expected useful life of théeim or matter concerned or otherwise adversely
affect Grantee's rights or obligations under thige®ement.

8.10 The parties acknowledge that Grantee's canitoilis to the cost of constructing the Grantor &ysare limited to the payment of the IRU
Contribution. Without limitation, Grantee will nbve any obligation, over and above payment of e Contribution as contemplated
hereunder, with respect to Grantor's responsiglitiet forth in Sections 8.01, 8.02, 8.03, 8.08.@5.
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ARTICLE 9.
ACCEPTANCE TESTING

9.01 Grantor shall test the Grantee Fibers an@tlh@tee Conduit in accordance with the procedundsstandards specified in Exhibit

"J" ("Acceptance Testing"). Acceptance Testing Ishi@gress span by span along each Segment asspdicieg progresses or, in the case of
the Grantee Conduit, as set forth in Exhibit "&'tlsat test results may be reviewed in a timely meanGrantor shall provide Grantee with at
least 14 days' prior notice of the date and timeawh Acceptance Testing and Grantee shall hawigthie but not the obligation, to be pres
to observe the Acceptance Testing.

9.02 When Grantor reasonably determines the Graibegs and the Grantee Conduit with respect terdine Segment are installed and
operating in conformity with the applicable spemfions set forth in Exhibits "G", "H", and "J",&Grantor is otherwise in compliance with
the other provisions of this Agreement with resgecuch Segment, Grantor shall provide writtericeodf same to Grantee (a "Completion
Notice"), together with a copy of the results of #hcceptance Testing for such Segment. Granteg wslithlin fifteen (15) days of receipt |

the Completion Notice, either accept or reject@oenpletion Notice (specifying, if rejected, the @gfor failure in such Acceptance Testing
and/or the items required to be remedied and/dacep in order for such Segment to be in conformiti the applicable specifications set
forth in Exhibit "J" and other provisions of thiggfeement) by delivery of written notice to Grantorthe event Grantee rejects the
Completion Notice, Grantor shall promptly, and ataost to Grantee, commence to remedy the defdailore. Thereafter, Grantor shall
again give Grantee a Completion Notice with resp@stuich Segment. The foregoing procedure shalyauain and successively thereafter
until Grantor has remedied all defects or failudasy failure by Grantee to timely reject a CompetiNotice shall be deemed to constitute
acceptance for purposes of this Agreement, anltbindvent Grantee shall be deemed to have delizenadice of acceptance on the thirtieth
day after delivery of the Completion Notice. Thesessful completion of Acceptance Testing, and the
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occurrence of an Acceptance Date, with respedidd3rantee Fibers and the Grantee Conduit in aanogdwith this Article 9 shall not
relieve Grantor of its obligation to repair defeictdshe Grantor System in accordance with
Section 12.02.

ARTICLE 10.
ACCESS

10.01 Grantor shall provide Grantee with accesarid,Grantee shall have the right to interconnéitt, the Grantee Fibers and the Grantee
Conduit at Segment End Points and, subject todimag and provisions of the Required Rights, atratehnically feasible access points al
the Grantor System (the "Access Points"). The $ipdocation of such Access Points shall be detaediby Grantor during the design,
engineering and permitting phases of constructiahadter consultation and coordination with Granseel, at a minimum, Access Points will
be provided at the intervals specified in Exhiliit "

10.02 Grantor may route the Grantee Fibers thr@igimtor's space in the Regeneration Facilitiespanp Facilities in its sole discretion (so
long as such routing does not materially advera#fsct the security, safety or use of the Granibers or the Associated Property). Grantee
Fibers may, upon Grantee's written consent (whiet :i0t be unreasonably withheld), be routed tgtoGrantor's terminal, endlink or pop
sites. In each case, Grantor shall be responsiblalifcosts and expenses associated therewith.

10.03 Grantor shall have the right to control ativdties concerning the Grantor System at allnaf Access Points, provided that after the
Acceptance Date for each Segment, Grantor shaliplme Grantee Fibers located in any Segmentt@ratise undertake any activities with
respect to the Grantee Fibers or the Grantee Cologdaited in such Segment except in connection avithlocation pursuant to Section 6.05,
as required to perform maintenance as describEghibit "K" or as otherwise directed by Granteetha event Grantor shall undertake any
such activities (including splicing) related to fBeantee Fibers and/or Grantee Conduit at any Aceemt at Grantee's request, such acti
shall be conducted in accordance with requiremastgreed to
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by the parties and Grantee shall reimburse Grdatall Costs incurred by Grantor in connectionhagtich activities.

10.04 Grantor shall determine the exact locatidrib@Regeneration Facilities and Opamp Faciliiiger consultation and coordination with
Grantee. Grantee shall have access to the Regendracilities and Opamp Facilities 24 hours per, Jadays per week, provided that
Grantee shall comply with such customary accessinEagents consistent therewith as provided in teguRed Rights.

10.05 Following the initial construction of the @tar System in a Segment, Grantor agrees to allmmi®e, subject to customary access and
other customary restrictions and limitations of applicable Required Rights, to establish addifieeehnically feasible Access Points along
the Grantor System. Grantor agrees to use comniigngasonable good faith efforts to obtain thesmmt or approval, if necessary, of a
grantor or provider of any applicable Required Righconnection with such additional Access PoiAisy additional Access Points shall be
constructed or installed by Grantor and all Costoaiated therewith shall be paid by Grantee.

10.06 Grantor shall (i) make available to Grantsghgedicated space and amenities (e.g., poweang;dghting, etc.) in Regeneration
Facilities and Opamp Facilities (***) and (ii) caisuch Regeneration and Opamp Facilities to bedda such intervals as set forth on
Exhibit "I" along the Grantor System as are neagsalight the Initial Grantee Fibers using equgmmhrequiring facility space similar to
industry-standard equipment like that used by Grait provision similar capacity over the same nantdf fibers, (***).

10.07 If after the Acceptance Date for a Segmerdante requires additional space within a Regeioar&acility or Opamp Facility in order
to utilize the Grantee Fibers (including any fibetsich may be subsequently installed in the Gra@eeduit), Grantor shall use commercii
reasonable best efforts to provide such additispate (which may include the construction of neyeneration or opamp facilities or the
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enlargement of existing Regeneration Facilities @pdmp Facilities); provided, in no event shall Goa be required to provide Grantee with
any additional space which, with the initial Grangpace, is greater than the space required byt@ tanprovide similar capacity utilizing an
equivalent number of its own fibers, provided fertthat Grantor shall have no obligations undes thi

Section 10.07 for any additional space locatedid@t&rantor System right of way unless Granteenvasther commercially reasonable
alternative. To the extent any such additional spsall require the consent or approval of a gramt@rovider or a Required Right, Grantor
will use commercially reasonable best efforts ttaobsuch consent or approval. Grantee shall dayats relating to any such additional
space.

10.08 The IRU granted hereunder shall include @elatright to install equipment, or replace exgtquipment, in the space located at the
Opamp Facilities and Regeneration Facilities madéable to Grantee pursuant to this AgreementsAdh equipment shall be owned by
Grantee and Grantor shall have no right, titlenterest therein.

ARTICLE 11.
OPERATIONS

11.01 Subject to Articles 6 and 15, Grantee shaleHull and complete control and responsibility determining all matters with respect to
the use of the Grantee Fibersand the Grantee Cpmttiuding, without limitation, any network andrsice configuration or designs, routing
configurations, re-grooming, rearrangement or clidation of channels or circuits and all relateddtions with regard to the use of the
Grantee Fibers.

11.02 Grantee acknowledges and agrees that exargpiefitems included as a part of the Regener#&iamilities and Opamp Facilities as
described on Exhibit "I", Grantor is not supplyingr is Grantor obligated to supply to Grantee gotyamics or electronics or optical or
electrical equipment or other facilities, all of ist are the sole responsibility of Grantee, ndgiiantor responsible for performing any work
other than as specified in this Agreement.
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11.03 Following the Acceptance Date for any Segmgmin not less than (***) days written notice fr@mantor to Grantee, Grantor may at
its option, subject to Grantee's prior written amal (which approval shall not be unreasonablyykdeor withheld) substitute for the Initial
Grantee Fibers in any Segment or Segments, an eqodder of alternative, newer fibers within anotb@nduit constituting part of the
Grantor System (but not fibers acquired from tlmiadties unless the Grantee Fibers being substituéed delivered pursuant to Section 2.05),
provided that in any such event, such substitution

(i) shall be in accordance with Grantee's applieaperating procedures, (ii) shall be effectedhatsole cost of Grantor, including, without
limitation, all disconnect and reconnect costss feed expenses, (iii) shall be constructed in atmnare with the specifications and procedures
set forth in Exhibits "G" and "J", incorporate fitend conduit meeting the specifications set fortBxhibit "H" and successfully tested in
accordance with the Acceptance Testing, (iv) siailinterrupt the operation or adversely affectube, operation or performance of Grant
network or business, or change any Segment EndsPdiacess Points, Regeneration Facilities, nodanitch facilities used by Grantee
hereunder, all as determined by Grantee in itoregse discretion, (v) shall not modify Grantotdigations under Article 7 and (vi) Grantee
shall be reasonably satisfied that any such ratmtahall not otherwise affect its rights, priviesgor costs under this Agreement.

ARTICLE 12.
MAINTENANCE AND REPAIR OF THE GRANTOR SYSTEM

12.01 From and after the Acceptance Date with @gpesach Segment, Grantor shall maintain sucim®ag or cause such Segment to be
maintained in a workmanlike manner and, in accocdamith the maintenance requirements and procedetdsrth in Exhibit "K" attached
hereto, all applicable manufacturer specificatiandystry standards and building, construction saigty codes, as well as any and all other
applicable governmental laws, codes, ordinancatytess and regulations. The costs of
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all scheduled maintenance of the Grantee Fiber®afiantee Conduit shall be paid by Grantor; pedi however, that Grantee shall
reimburse Grantor for its (***) of the Costs (exdlng costs which Grantor would otherwise have inedilas part of scheduled maintenance
e.g., if personnel otherwise on scheduled maintemdaty attend to the unscheduled situation) ofiarscheduled maintenance and repair of
the Grantee Fibers and/or Grantee Conduit as fatlow

(i) if the affected portion of the Grantor Systemludes any conduits (whether or not occupied)idted Costs of repair of the affected
conduits shall be allocated pro rata among the uitdffected; (ii) such Costs allocated to eadbcaéd conduit carrying the Grantee Fibers
shall be further allocated to Grantee (***).

12.02 Notwithstanding anything in this Agreementtte contrary, if , at any time prior to the ddtattis (***) months after the Acceptance
Date for a Segment, Grantee shall notify Grantawiiiing of its discovery of a deviation from thpegifications set forth in any Exhibit her
with respect to such Segment, the constructiongallation of the affected portion of such Segnsimatl be repaired promptly to such
specification by Grantor at Grantor's sole costexuense.

ARTICLE 13.
RECURRING CHARGE

13.01 Except as expressly provided otherwise mAlgreement, Grantor shall be responsible for thenent of all costs and expenses rele
to the Grantor System, including, without limitatjdi) all fees and charges payable to the gramosoviders of the Required Rights, (ii) the
costs of constructing and maintaining the Grang@t&n, (iii) all charges and expenses (includinlityitharges) associated with the
operation of the Regeneration Facilities and Op&anglities and (iv) all Impositions.
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13.02 In consideration of Grantor's responsibgiiie Section 13.01 and otherwise under this Agregnseibject to the adjustments described
in Sections 7.04, 7.06 and 13.03 through 13.07nt8eashall pay to Grantor each year, with resgeeath Segment, commencing with the
Acceptance Date of such Segment and continuingthetiTerm of the IRU with respect to such Segnséatl have expired or terminated, the
following sums (the "Recurring Charge"): (i) thegduct obtained when: (A) (***) is multiplied by (Bhe number of Route Miles in such
Segment (the "ROW Charge"), plus (ii) the produstatned when: (A) (***) is multiplied by (B) the maber of Route Miles in such Segment
(the "Operating Expense Charge").

13.03 Commencing on the date of installation of @ngntee Fibers within the Grantee Conduit, the RONErge shall be increased by the
product obtained when: (i) (***) is multiplied byiX the number of Route Miles where Grantee Fillerge been installed in the Grantee
Conduit.

13.04 (***).

13.05 (***).
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13.06 The Recurring Charge applicable to each Segras the same may be adjusted from time to tiansyant to the foregoing provisions
of this Article 13, the Operating Expense Estinatd the sums described in Section 13.03(i), 13@9(and 13.04(ii)(A), shall be adjusted
on each anniversary of the Acceptance Date of Segfment by the change, if any, in the ConsumeePnidex, All Urban Consumers, U.S.
City Average, published by the United States Depant of Labor, Bureau of Labor Statistics (the "@P), for the preceding twelve month
period (or, with respect to the Operating Expenkar@e, in the event such index shall cease to tmpoted or published, Grantor and Grat
shall mutually designate a comparable successexitalbe used in determining the adjustment to §lledrge); provided that (a) the ROW
Charge for a Segment shall only be adjusted putdodhis Section 13.06 to the extent the instrungewverning the Required Right for such
Segment explicitly provides for an adjustment basethe CPI-U or a comparable index and (b) ther&ijmey Expense Charge and the
Operating Expense Estimate shall only be adjustesiuant to this Section 13.06 if neither GranteeGmntor has performed an audit for the
preceding twelve-month periods in accordance witttisn 13.05.

13.07 Grantee shall pay the Operating Expense €hmgion of the Recurring Charge for a Segmentthigron the first day of each month
of the Term of the IRU respecting such Segmenth(tie Operating Expense Charge for any partiahcaemonth prorated). Grantee shall
pay the ROW Charge portion of the Recurring Chéogall Segments in the aggregate on a monthlyshasth the amount of each month's
payment being equal to the amount obtained by piyiltig the total amount of ROW Charges due by Gramn all Segments by a fraction,
the numerator of which is the total
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amount of Required Right Payments due by GrantalldBegments during such month and the denomimditehich is the total amount of
Required Right Payments due by Grantor on all Se¢grduring the calendar year.

13.08 Notwithstanding anything in this Agreementite contrary, if (i) any Segment is the subjeca &force Majeure Event which results i
disruption of Grantee's operations or businesgi@n@rantor's obligation to pay costs and expenséating to such Segment of the type
described in Section 13.01 is relieved or excusedhole or in part, during the pendency of suchcedVajeure Event, then Grantee's
obligation to pay Recurring Charges with respeauch Segment during the pendency of such Forcewjvent shall be proportionately
reduced.

13.09 In addition to Grantee's other rights anderdies under this Agreement and under applicable@Grantee shall have the right from time
to time, to the fullest extent permitted by law st off or deduct amounts owed to Grantor hereufideluding, without limitations, amounts
required to be reimbursed to Grantee pursuantttd®es 6.02(c) and 14.07) from or against any dhpdayments required to be made to
Grantor pursuant to this Article 13.

ARTICLE 14.
IMPOSITIONS

14.01 Grantor and Grantee acknowledge and agreé thaheir mutual objective and intent to (i)mmize, to the extent feasible, the
aggregate Impositions payable with respect to tten®r System and (ii) share such Impositions atingrto their respective interests in the
Grantor System, and that they will cooperate wibheother and coordinate their mutual efforts taee such objectives in accordance with
the provisions of this Article 14.

14.02 Grantor shall be responsible for and shakly pay any and all Impositions with respect ® @rantor System which Impositions are
imposed or assessed prior to the Acceptance DateSefyment. Notwithstanding the foregoing obligatjdGrantor shall have the right to
challenge any such Impositions so long as the
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challenge of such Impositions does not adverségctafrantee's rights or interests hereunder.

14.03 After the Acceptance Date for each SegmenmatntGr shall timely pay, or cause to be paid, amy @l Impositions imposed upon or w
respect to such Segment to the extent such Impnsifa) have not been separately assessed or ichpper or against the interest of Grantee
in the Grantor System or (b) consist of real proper ad valorem taxes relating to the Grantor &ystincluding, without limitation, real
property or ad valorem taxes on the Initial Grarfiers, the Grantee Conduit and the RegeneratidrOgpamp Facilities (whether or not
such Impositions have been separately assessagposéd upon or against the interest of GranteleeiiGrantor System), which real property
or ad valorem taxes shall constitute part of theuAlcOperating Expenses and shall be subject tessadent as described in Article 13. Upon
receipt of a notice of any Imposition after the Aptance Date for any Segment, Grantor shall prgnmaiiify Grantee of such Imposition and
following payment of such Imposition by Grantor a@tee shall, within thirty (30) days of its recegbtan invoice from Grantor, reimburse
Grantor for its proportionate share of such Imposi{except for the Impositions described in cla{igeof this Section 14.03, which
Impositions shall constitute part of Actual OpeargtExpenses and shall be paid in accordance withl&d.3), which share shall be
determined (i) to the extent possible, based upemtanner and methodology used by the particutlodty imposing such Impositions (e.
on the cost of the relative property intereststohis or projected revenue derived therefrom, or e@@mbination thereof); or (i) if the same
cannot be so determined, then based upon Graptegartionate share of the total fiber count in dffected portion of the Grantor System,
provided that any such Imposition which was sepfyassessed against Grantee or any other Pergantiise Grantor System shall be taken
into account in determining such proportionate sh&rantor shall provide Grantee with reasonabb@astiing documentation for Impositions
for which Grantor seeks reimbursement. If any Inipms assessed upon Grantor or Grantee is basedgsmis or business in any state in
addition to its interest in the Grantor System. (icentral assessment), Grantor and Grantee shell twgether in good faith to allocate a
proper portion of such
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assessment to such interests alone and if Grantb&eaantee are unable to agree on such allocatihinvhirty (30) days from the date
Grantor or Grantee delivered notice to the othetypagarding such allocation, such allocation khaldetermined by an arbitration procec

in accordance with

Section 24.01(iv).

14.04 Upon notice of the assertion or proposedtissef any Imposition described in Section 14.G8antor shall promptly and in good fe
consult with Grantee concerning the underlyingdastd whether to contest or to continue to corsigsth assertion or proposed assertion.
Notwithstanding any provision herein to the contr&rantor shall have the right to contest any Isiian described in Section 14.03 ab«

by any lawful and appropriate means (including bgpayment of such Imposition), provided such nonpayt does not adversely affect the
title (if applicable), rights or property deliveredto be delivered to Grantee pursuant hereto.ot®f-pocket costs and expenses (including
reasonable attorney fees) incurred by Grantor ynsaich contest shall be shared by Grantor and €gantthe same proportion as to which
parties would have shared in such Impositionsheg tvere originally assessed. Any refunds or csadisulting from a contest brought
pursuant to this Section 14.04 shall be dividedvbeh Grantor and Grantee in the same proportido which such refunded or credited
Impositions were borne by Grantor and Granteenjnsaich event, Grantor shall provide timely not€such challenge to Grantee. If Grar
chooses to proceed with such challenge after reoégwritten objection to the challenge from Ges Grantor shall conduct such challenge
at its own cost and expense, provided that Grastia# not receive the benefit of any refund or treétdany, obtained as a result of a
successful challenge. If Grantor does not contestngosition, Grantee shall have the right, afteiae to Grantor, to contest such Imposition
as long as such contest does not adversely afffeditle, property or rights of Grantor. The outpafcket costs and expenses (including
reasonable attorney's fees) incurred by Granteeyrsuch contest shall be shared by Grantee anttdgia the same proportion as to which
the parties shared in such Imposition, as it wagrally assessed. Any refunds or credits resultiog a contest shall be divided between
Grantee and Grantor in the same proportion as tohaguch refunded or credited Imposition was bdmé&rantee and Grantor. If
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Grantee chooses to proceed with such contestrafteipt of written objection to the challenge fr@rantor, Grantee shall conduct such
challenge at its own cost and expense, providgd3hantor shall not receive the benefit of any neffor credit, if any, obtained as a result
successful challenge; provided, however, that rthstanding anything to the contrary in this Artidke, Grantor shall have complete autha
over and discretion to control (including the auttyato dismiss or not pursue) any contests regatonlmpositions based upon the compute

of Grantor's taxable income under the Internal RaeeCode or state income or franchise tax laws.

14.05 Following the Acceptance Date for each Segn@&mantor and Grantee, respectively, shall bers¢gig responsible for any and all
Impositions (except for the Impositions describedlause (b) of Section 14.03, which shall consgiaupart of the Actual Operating Expenses
and shall be paid in accordance with Article 1Bktipressly or implicitly imposed upon, based upmmtherwise measured by the gross
receipts, gross income, net receipts or net incaoeived by or accrued to such party due to ifgeetdve interest in or use of such Segment
and/or the Grantee Fibers and/or the Grantee Coludaited within such Segment, or (ii) which haeeb separately assessed or imposed
upon the respective interest of such party in Sefpment and/or the Grantee Fibers and/or the Gr&uaduit located within such Segment.
14.06 Grantor and Grantee agree to cooperateifutlye preparation of any returns or reports retatd the Impositions. Grantor and Grantee
further acknowledge and agree that the provisidnki® Article 14 are intended to allocate the Imijtions expected to be assessed against or
imposed upon the parties with respect to the GreBystem based upon the procedures and methodsngutation by which Impositions
generally have been assessed and imposed to ddttha material changes in the procedures andadetbf computation by which such
assessments are assessed and imposed could aighifilter the fundamental economic assumptionketying the transactions hereunde
the parties. Accordingly, Grantor and Grantee aghveg if in the future the procedures or methddsomnputation by which Impositions are
assessed or imposed against the parties changeaityafeom the procedures or methods of computaby which they are imposed as of the
date hereof, the parties will negotiate in
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good faith an amendment to the provisions of thigche 14 in order to preserve, to the extent reabty possible, the economic intent and
effect of this Article 14 as of the date hereof.

14.07 Notwithstanding anything in this Agreementtte contrary, in the event that Grantor fails & pny Imposition it is required to pay
under this Agreement Grantee may, at its optiopdi) such Imposition to the taxing authority assgssuch Imposition and (ii) pay all
subsequent Impositions assessed by such taxingrayttunless Grantee shall have received writtetice from Grantor the Grantee will pay
timely all such Impositions. In the event Grantegkes any payments pursuant to this Section 14.68Ht@& shall reimburse Grantee prom
upon demand for any and all amounts paid by Grantee

ARTICLE 15.
USE OF GRANTOR SYSTEM

15.01 Grantee represents and warrants that iugdlithe Grantee Fibers and/or Grantee ConduitrentRlJ hereunder in compliance with all
applicable government codes, ordinances, lawss ane regulations. Grantor represents and wartlaat$t will use the Grantor System, and
shall obtain from each other user of the Grant@t&ny a representation and warranty that it willtheeGrantor System, in compliance with

all applicable government codes, ordinances, lawss and regulations.

15.02 Subject to the provisions of Article 6 anid thrticle 15, Grantee may use the Grantee FilibesGrantee Conduit and the IRU for any
lawful purpose. Grantee acknowledges and agreéd thes no right to use any fibers, other than@nantee Fibers, included or incorporated
in the Grantor System, and that Grantee shall kegpand all of the Grantor System, other than trentee Fibers, the Grantee Conduit and
Grantee's interest in and right to use the AssediRroperty, free from all Liens attributable ta@tee. Grantor acknowledges and agrees tha
it (i) has no right to use the Grantee Fibers er@antee Conduit, (i) shall keep the portionh& Grantor System in which Grantee shall
receive the IRU free and clear of all Liens atttéthle to
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Grantor (other than the Liens in favor of Grantesated pursuant to this Agreement) and (iii) sblathin an acknowledgment and agreement
from each other Person that uses the Grantor Sytsi@nsuch Person has no right to use the Graribeesror the Grantee Conduit and shall
keep the portion of the Grantor System in whichrBa shall receive the IRU free and clear of adnsi of any third party attributable to such
Person.

15.03 (***).

15.04 Neither Grantor nor Grantee shall use th@tBra&8ystem in a way which physically interferesity way with or otherwise adversely
affects the use of the fibers, cable or condudrf other Person using the Grantor System, prouiatcdcustomary and normal
telecommunications activities will never be deerteeghysically interfere with or otherwise adversaffect the use of the fibers, cable or
conduit of any Person and
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Grantor shall obtain a similar agreement from eatbler Person that uses the Grantor System.

15.05 Grantee and Grantor shall promptly notifyheaiher of any matters pertaining to, or the ocmee (or impending occurrence) of, any
event of which it is aware that could give risatty damage or impending damage to or loss of t@t8r System, or any impairment of
Grantee's right of use or other rights and prieketherein.

ARTICLE 16.
INDEMNIFICATION

16.01 Subject to the provisions of Section 3.04tiSe 16.07, Article 17 and Section 22.03, Gramtereby agrees to indemnify, defend,
protect and hold harmless Grantee, its Affiliatbe, Designated Parties and their Affiliates, arerttespective employees, officers, directors,
agents and representatives (the "Grantee Inderdritfeties") from and against, and assumes lialfdityany and all claims, injuries, losses,
expenses, damages or liabilities of Grantee orodimyr Grantee Indemnified Party (including, withbotitation, reasonable attorneys' fees)
(collectively, "Losses") which arise out of or réftom, directly or indirectly, in whole or in par(i) the breach by Grantor of any of its
representations, covenants or other obligationsumater;

(i) the negligence or willful misconduct of Grantits officers, employees, servants, Affiliategeats, contractors, licensees, invitees and
vendors arising out of or in connection with thefpenance by Grantor or such other Persons of tlespective obligations under this
Agreement; (iii) any violation by Grantor or itsfAifates of any regulation, rule, statute or coander of any Governmental Authority in
connection with the performance by Grantor of kigations under this Agreement; and (iv) any ifgernce with or infringement of the
rights of a third party as a result of a Grantedemnified Party's use of the Grantor System in @znwe with the provisions of this
Agreement.

16.02 Grantee hereby agrees to indemnify, deferodeqt and hold harmless Grantor and its Affiliatasd their respective employees,
officers, directors, agents and representatives"@rantor Indemnified Parties") from and agaiast] assumes
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liability for, any and all Losses of Grantor or astyer Grantor Indemnified Party which arise oubofesult from, directly or indirectly, in
whole or in part: (i) the breach by Grantee of ahits representations, covenants or other obbigathereunder; (ii) the negligence or willful
misconduct of Grantee, its officers, employeesyaas, Affiliates, agents, contractors, licens@®gtees and vendors arising out of or in
connection with the performance by Grantee or @ibhr Persons of their respective obligations utlisrAgreement; and (iii) any violation
by Grantee or its Affiliates of any regulation,aubtatute or court order of any Governmental Atiti@n connection with the performance by
Grantee of its obligations under this Agreement.

16.03 Grantor and Grantee agree to promptly progétd other with notice of any claim which may fesuan indemnification obligation
hereunder, provided, however, that the indemnifyiagy's obligations hereunder shall not be affkbiethe failure to give such notice exc
to the extent that it can demonstrate that it watenmlly prejudiced thereby. The indemnifying partay defend such claim and, if it so
elects, such defense shall be controlled by thenmdfying party and all costs associated with sdefense shall be borne by the indemnify
party. In any such proceeding, the indemnifiedypahtall have the right to participate in such deéeat its own expense, provided that the
indemnifying party shall pay the reasonable feebepenses of counsel retained by the indemniféetypn the event that (i) the
indemnifying party and the indemnified party stelve mutually agreed to the retention of such celums(ii) the named parties to any such
proceedings (including any impleaded parties) idelboth the indemnifying party and the indemnifiedty and the representation of both
parties by the same counsel would be inappropiilathe reasonable opinion of the indemnified padtye to material, actual or potential
differing interests between them. In the event thatindemnified party retains separate counstleaindemnified party's expense in
accordance with the foregoing sentence, the indéednparty and its counsel will reasonably cooperaith the indemnifying party and its
counsel in order to minimize the indemnifying partyverall legal expenses relating to the clairndrevent shall the indemnifying party be
liable for more than one firm of attorneys (in dddi to local counsel with respect to any jurisiiotin which
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local counsel may be required) for all indemnifgeadties in any one legal action or group or reldégdl actions.

16.04 The indemnifying party shall have the righséttle or compromise any such claim of whichag hssumed the defense only upon the
receipt of written consent to such settlement enp@mmise from the indemnified party, which consgmll not be unreasonably withheld or
delayed; provided, however, that the indemnifiedypshall not be obligated to consent to any settlet unless it involves claims for money
damages only or other relief not involving or affieg the indemnified party, which are being paicerformed in full by other than the
indemnified party, and any such failure to constvall not be deemed unreasonable.

16.05 If the indemnifying party fails to assume tlefense of a claim pursuant to Section 16.03,, theon twenty (20) days notice to the
indemnifying party setting forth the details thereébe indemnified party shall have the right toy peompromise or defend any such claim
(without further notice to the indemnifying parf)d to assert the amount of any payment on suah plas the expense of defense or
settlement as an indemnity claim. The indemnifiatypshall also have the right, exercisable in gfaitth and upon reasonable prior notice to
the indemnifying party, to take such action as fmayeasonably necessary to avoid a default pridrea@ssumption of the defense of the
claim by the indemnifying party and any expensesiired by so acting shall be paid by the indemndyparty.

16.06 Grantor and Grantee each expressly recognizegree that its obligation to indemnify, defemmtect and save the other harmless is
not a material obligation to the continuing perfamoe of its obligations, if any, hereunder. In¢kent that a party shall fail for any reason to
so indemnify, defend, protect and save the othenless, the injured party hereby expressly recagnikat its sole remedy in such event ¢
be the right to bring legal proceedings againsotiher party for its damages as a result of thergtlrty's said failure to indemnify, defend,
protect and save harmless. These obligations shialive the expiration or termination of this Agmeent.

16.07 Notwithstanding the foregoing provisionshagtArticle 16, to the extent Grantor is requiretiar the terms and provisions of any
Required Right to indemnify
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the grantor or provider thereof from and againgtamd all claims, suits, judgments, liabilitiessdes and expenses arising out of the service
interruption, cessation or unreliability of the Gtar System, regardless of whether such claimss,Judgments, liabilities, losses or expenses
arise from the sole or partial negligence, actimnmaction of such grantor or provider and its éagpes, servants, agents, contractors, sub-
contractors or other Persons using the propertgreavby such Required Right, Grantee hereby redesaseh grantor or provider from, and
hereby waives, all claims, suits, judgments, litib#, losses and expenses for which Grantor wbaldtherwise be required to indemnify s
Required Right grantor or provider (unless suclemdification is not enforceable as a matter of laviging out of the service interruption,
cessation or unreliability of the Grantor Systeareless of whether such claims, suits, judgmdiatsiities, losses or expenses arise from
the sole or partial negligence, actions or inacjai such grantor or provider or its employees/a®s, agents, contractors, subcontractors or
other Persons using the property covered by sugliRsl Right.

ARTICLE 17.
LIMITATION OF LIABILITY

Notwithstanding any provision of this Agreementhe contrary, neither party shall be liable to dlieer party for any special, incident
indirect, punitive or consequential damages, whefttreseeable or not, arising out of, or in conimectvith such party's failure to perform its
respective obligations hereunder, including, butlimaited to, loss of profits or revenue (whethesig out of transmission interruptions or
problems, any interruption or degradation of sexrwic otherwise), or claims of customers, whetheasioned by any construction,
reconstruction, relocation, repair or maintenarneggomed by, or failed to be performed by, the otherty or any other cause whatsoever,
including breach of contract, breach or warranggligence and strict liability, all claims for whiclamages are hereby specifically waived.
Except as set forth in Section 16.07, nothing darthherein shall operate as a limitation on tghtrof
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either party hereto to bring an action for damaagEnst any third party, including claims for iredit, special or consequential damages, t
on any acts or omissions of such third party.

ARTICLE 18.
INSURANCE

18.01 During the term of this Agreement, each psinigil obtain and maintain, and shall require anysgermitted subcontractors to obtain
and maintain, the following insurance, naming thieeo party as an additional insured: (i) not léet$5,000,000.00combined single limit
liability insurance, on an occurrence basis, faspeal injury and property damage, including injorydamage arising from the operation of
vehicles or equipment and liability for completgzboations; (ii) worker's compensation insurancanrounts required by applicable law and
employer's liability insurance with a limit of adst $1,000,000.00 per occurrence; (iii) automdtalglity insurance covering death or injury
to any person or persons, or damage to properingrfrom the operation of vehicles of vehiclegquipment, with limits of not less than
$1,000,000.00 per occurrence; and (iv) any otheuremce coverages required under or pursuant tRehaired Rights. Grantor shall require
its subcontractors who are engaged in connectitintve construction of the Grantor System to maintassurance in the types and amounts
as would be obtained by a prudent person to preatigjuate protection against loss. In all circuntsta, Grantor shall require its
subcontractors to carry a minimum of $1,000,006ammercial general liability insurance. Granted|dimlisted as an additional insured on
all polices set forth above, except workers' corspéon. Grantor shall provide to Grantee a cedifioof insurance evidencing such insurance
coverage. Evidence of insurance furnished shaliadorma clause stating Grantee "shall be notifiedriting at least thirty (30) days prior to
any cancellation of, or any material change or e&elusions in, the policy".

18.02 During the term of this Agreement: (i) Granghall obtain and maintain "all risk" propertyunsnce in an amount equal to the
replacement costs of all electronic,
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optronic and other equipment utilized by Granteednnection with the Grantee Fibers and/or Gra@@eduit, naming Grantor as an
additional insured; and (ii) Grantor shall obtaidanaintain "all risk" property insurance in amoaqgual to the replacement cost of the
Regeneration and Opamp Facilities, naming Grargemadditional insured.

18.03 Both parties expressly acknowledge that &y giall be deemed to be in compliance with thevigions of this Article if it maintains an
approved self-insurance program providing for amgon of up to $1,000,000.00. If either party pdes any of the foregoing coverages on a
claims made basis, such policy or policies shafdbat least a three (3) year extended reportimgdjstovery period.

18.04 Unless otherwise agreed, all insurance paslishall be obtained and maintained with compaatesl "A" or better by Best's Key Rati
Guide and each party shall, upon request, providether party with an insurance certificate caniirg compliance with the requirements of
this Article 18.

18.05 Grantee and Grantor shall each obtain franirsurance companies providing the coveragesnedjbly this Agreement, the permiss
of such insurers to allow such party to waive iglhts of subrogation and such party does herebyenali rights of said insurance companies
to subrogation against the other party, its affiéa subsidiaries, assignees, officers, directodseaployees.

18.06 In the event either party fails to maintdie tequired insurance coverages and a claim is wrasigffered, such party shall indemnify
and hold harmless the other party from any andlailins for which the required insurance would hpr@vided coverage. In addition, in the
event of any such failure which continues afterese{#) days' written notice thereof by the othetypauch other party may, but shall not be
obligated to, obtain such insurance and shall hia@eight to be reimbursed for the cost of sucluiasce by the party failing to obtain such
insurance.

18.07 In no event shall either Grantee or Gran¢ordguired to obtain or maintain insurance agaasst or damage to the Grantee Fibers or
Grantee Conduit.
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ARTICLE 19.
FORCE MAJEURE

Except as may be otherwise specifically providethisa Agreement, neither party shall be in defanliler this Agreement if and to the extent
that any failure or delay in uch party's perform@mon€one or more of its obligations hereunder issea by any of the following conditions,
and such party's performance of such obligatioobtigations shall be excused and extended for anicdigl the period of any such delay: acts
of God, war, strikes and other similar catastromvients beyond such party's control (***). The paraiming relief under this Article shall
notify the other in writing of the existence of teeent relied on, the steps it is taking or propg4o take to remedy such event and the
cessation or termination of said event.

ARTICLE 20.
ADDITIONAL COVENANTS

20.01 Grantor and Grantee shall be entitled, tegtent permitted under applicable law, to joimrticipate in any condemnation
proceedings regarding the Grantor System, the €edribers, the Grantor Conduit, any Sublease drétpiired Rights and to seek
compensation by either joint or separate awardgh®economic value of their respective interasthé portion of the Grantor System sub

to such condemnation proceeding. If Grantor slegiive compensation with respect to any such condtom proceeding under
circumstances where Grantee does not, to the estiehtcompensation is not applied to relocate fieetaed portion of the Grantor System
under Section 6.05, Grantee shall be entitledgoréion of the Grantor award commensurate with @ms rights under this Agreement.
Grantor shall notify Grantee immediately upon rptef a formal notice of condemnation or takingpbany similar threatened condemnation
proceeding regarding the Grantor System, the Gedfriteers, the Grantee Conduit, or the Required tRigbrantor shall not sell the Grantor
System
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(or any portion thereof) or any Required Rightsumoacquiring agency authority or other party in laf condemnation without prior written
notice of at least thirty (30) days to Grantee.rBea’s rights under this Section 20.01 shall keditition to, not in substitution of, Grantee's
rights under Section 6.05.

20.02 All transactions between Grantor and anysofffiliates relating to this Agreement (includingithout limitation, transactions relating
to the maintenance of the Grantor System) shaliges fair and reasonable terms that are no lessdhble to Grantor than those which would
have been obtained in a comparable arm's-lengtkarcsion with a Person not an Affiliate. Grantoalsprovide Grantee with prompt written
notice, including a reasonably detailed summarnhefeconomic terms, of all such transactions.

20.03 Except to the extent prohibited by any ResmliRight, Grantor agrees, upon request of Gratdesxecute, acknowledge and deliver
such documents or instruments as Grantee shall deeessary or appropriate to evidence or safegbartRU, the transfer of title
contemplated by this Agreement, any Sublease andeturity interest provided for in Section 3.0%5dantor files any documents on its own
behalf, it will simultaneously file documents ireteame location for Grantee at Grantee's cost, iéguested.

20.04 To the extent that the Hart-Scott-Rodino Antst Improvements Act of 1976, as amended (theR'A8t"), applies to any of the
transactions contemplated by this Agreement, Geaatel Grantor shall take promptly all actions neagsto make any filings required under
the HSR Act with respect to such transactions amédolve any investigation or other inquiry comieg such transactions commenced by
Federal Trade Commission or the AntiTrust Divisadrthe United States Department of Justice or &g sttorneys general.
Notwithstanding anything in this Agreement to tleatrary, in the event the HSR Act is applicablamny of the transactions contemplatec
this Agreement, then this Agreement shall not bexeffective (except for the provisions of Artic®@, 21 and 23 through 31), and no
payments shall be due hereunder, until the req@ingsof the HSR Act and any similar antitrust lgplecable
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to such transactions shall have been satisfiedtendaiting period thereunder shall have expiredesn terminated.

20.05 On and after the date hereof, Grantor's atitigs under this Agreement shall be guaranteddelgl 3 Communications, Inc., (or,
subject to the consent of Grantee, which consalt sbt be unreasonably withheld, any other enfity)suant to a guaranty in the form of
Exhibit "N" attached hereto.

20.06 On and after the date hereof, Grantee'satiigs under this Agreement shall be guaranteedEyTLINK Communications, Inc.,
Eagle River Investments, LLC or Nextel Communicasiolnc. (or, subject to the consent of Grantorictvisonsent shall not be unreasonably
withheld, any other entity) (each, a "Permitted an#or"), pursuant to one or more guaranties irfah@ of Exhibit "O" attached hereto.
From time to time after the date hereof, (i) a Rged Guarantor which has not previously delivesadh a guaranty may execute and deliver
such a guaranty to Grantor and (ii) a Permittedr&uar may cancel a guaranty previously delivengdurh Permitted Guarantor or reduc
increase the percentage of such obligations gusedriy such Permitted Guarantors' guaranty, prdvioa at all times after the date hereof
100% of such obligations in the aggregate are gieed by one or more of the Permitted Guarantaispaovided further that without the
consent of Grantor, which shall not be unreasonafilyheld, the percentage of such obligations guaed by any Permitted Guarantor's
guaranty shall not be increased if such Permittedr@ntor has suffered a material adverse chanigefinancial condition or prospects
relative to such condition or prospects on the tateof.

ARTICLE 21.
ASSIGNMENT

21.01 Neither party shall assign, encumber or etisertransfer this Agreement to any other Persahawi the prior written consent of the
other party, which consent shall not be unreasgnatthheld; provided, each party shall have thét;igvithout the other party's consent, but
with prior written notice to the other party, tcsag or
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otherwise transfer this Agreement, in whole oramtp(i) as collateral to any institutional lenadrsuch party subject to the prior rights and
obligations of the parties hereunder, (i) in tlse of Grantor, to an Affiliate of Grantor, or twyaentity with which Grantor may be mergec
consolidated, or which purchases all or substdytadil of the assets of Grantor, or (iii) in theseaof Grantee, to any Designated Party;
provided that in each of clauses

(i) through (iii) above, such party shall not b&eesed from its obligations hereunder. Any assigndeansferee shall be subject to all of the
provisions of this Agreement (except that any lendéerred to in clause (i) above shall not beriretgtd from exercising any right of
enforcement or foreclosure with respect to anyteelaecurity interest or lien, so long as the paseh in foreclosure is subject to the
provisions of this Agreement (whether before oemaforeclosure) and neither Grantor's nor Grantégss and obligations hereunder are
otherwise impaired or adversely affected).

21.02 Any and all additional fees, charges, costxpenses which result under the Required Rightéh@rwise as a result of any permitted
assignment or transfer of this Agreement by a petigll be paid by such party.

21.03 This Agreement and each of the parties' otisgerights and obligations under this Agreemshgll be binding upon and shall inure to
the benefit of the parties hereto and each of tlesjpective permitted successors and assigns.

21.04 Nothing contained in this Article 21 shalldeemed or construed to prohibit Grantor from sgllieasing, granting indefeasible rights
of use or entering into similar agreements or ayeaments with other Persons respecting any fibedscanduit constituting a part of the
Grantor System, provided that no such sale, leasef, agreement or arrangement shall impair ceretise adversely affect Grantee's rights
and privileges hereunder and Grantor complies alltbf its obligations hereunder in connection #veith.
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ARTICLE 22.
REPRESENTATIONS AND WARRANTIES

22.01 Each party represents and warrants that:igijp corporation or limited liability company lgwrganized, validly existing and in good
standing under the laws of the jurisdiction ofiitsorporation or formation; (ii) it is duly qualéd and in good standing as a foreign
corporation in each other jurisdiction in whicloins or leases property or in which the condudtsdiusiness requires it to so qualify or be
licensed except where the failure to so qualifp@ticensed is not reasonably likely to have a nedtadverse effect on its business,
operations, condition (financial or otherwise) oogerties or Grantee's or Grantor's rights andgakibns hereunder; (iii) has the full right and
authority to enter into, execute, deliver and penfits obligations under this Agreement; (iv) isttaken all requisite corporate action to
approve the execution, delivery and performandbisfAgreement; (v) this Agreement constitutesgalgvalid and binding obligation
enforceable against such party in accordance watteims, subject to bankruptcy, insolvency, caaditrights and general equitable princip
and (vi) its execution, delivery and performancéhi§ Agreement shall not violate any applicablestixg regulations, rules, statutes or court
orders of any Governmental Authority and shall cmtflict with or result in the breach of, or cotsté a default under (a) in the case of
Grantor, any contract, loan agreement, indentuoetgage, deed of trust, lease, Required Right ageeg indefeasible right of use agreement
or other agreement binding on or affecting Graotoany of its properties, or (b) in the case ofriéa, any contract, loan agreement,
indenture, mortgage, deed of trust, lease, or @berement binding on or affecting Grantee or dntsgroperties.

22.02 [Intentionally omitted]

22.03 Grantor represents and warrants that the Ssigrof the Grantor System that it delivers purshareto shall be constructed in
accordance with the specifications set forth ingpplicable Exhibit attached hereto and in

Section 8.01; provided Grantee's sole rights antbdkes against Grantor with respect to any bredsbah representation shall be those set
forth in Sections 8.07 and 12.02 of this Agreement.
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22.04 EXCEPT AS SET FORTH IN THE FOREGOING SECTIORAB01 and 22.03, GRANTOR MAKES NO WARRANTY, EXPRES
OR IMPLIED, WITH RESPECT TO THE GRANTEE FIBERS, THERANTEE CONDUIT, THE ASSOCIATED PROPERTY OR THE
GRANTOR SYSTEM, INCLUDING ANY WARRANTY OF MERCHANTAILITY OR FITNESS FOR PARTICULAR PURPOSE, AND
ALL SUCH WARRANTIES ARE HEREBY EXPRESSLY DISCLAIMED

22.05 Grantee acknowledges and agrees that Gistmatithave no liability with respect to any deficor failure of the Grantee Fibers and/or
Grantee Conduit to perform in accordance with thedor's or manufacturer's warranties applicabtuth Grantee Fibers and/or the Grantee
Conduit, provided that such defect or failure i$ aitributable to any breach by Grantor of its gations under this Agreement. Grantor shall
(i) provide Grantee with copies of all manufactigevendor's, contractor's or other warrantiesiepbple to the Grantee Fibers and/or the
Grantee Conduit within each Segment, (ii) use comially reasonable best efforts to cause all suatranties to be in effect for at least
twelve months after the Acceptance Date for sugntest and to use commercially reasonable bestteff@obtain additional warranty
coverage after such 12-month period, (iii) to thent the assignment of any such warranty is nohipited by the terms thereof, assign all
such warranties with respect to the Grantee Fib&rantee Conduit to Grantee on or prior to theeftance Date of such Segment, and (iv)
to the extent assignment of any such warrantyakipited by the terms thereof and any maintenancepairs to the Grantor System are
required as a result of a breach of any such whsrr&@rantor shall pursue all remedies against snahufacturers, contractors or vendors on
behalf of Grantee and other Persons having the oighse of the Grantor System, and Grantor skéathbburse Grantee's costs for any
maintenance Grantee has incurred as a result di@agh of warranty to the extent the manufactwaniractor or vendor pays such costs.
22.06 Grantor and Grantee acknowledge and agreéothaurposes of federal, state and local lamth@ grant of the IRU to the Grantee in
Grantee Fibers, the Grantee Conduit and the AssacRroperty for each Segment hereunder shalklagetl
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by each of them as an executed grant to Grantag ifterest in real property with respect to suerent, (i) to the extent that ownership of
the Grantee Fibers and the Grantee Conduit isfeard to Grantee hereunder, such grant shall itotest transfer of title of real property ¢

to the extent that ownership of the Grantee Fibadsthe Grantee Conduit is not transferred to @ehereunder, such grant shall constitute a
leasehold interest in real property, (iii) no magkobligation of either Grantee or Grantor shalhain to be performed with respect to such
grant or Segment and (iv) with respect to each guaht, this Agreement is not intended as an eregubntract or unexpired lease subject to
assumption, rejection or assignment by the trustbankruptcy of any party to this Agreement, imlthg, without limitation, assumption,
rejection or assignment under Section 365 of thekBeptcy Code.

22.07 The representations of Grantor and Grantderudection 22.01 shall be deemed to have been omthe date hereof and on each date
on which Grantee is required to make an IRU Coutidm or Recurring Charge payment hereunder.

ARTICLE 23.
CONFIDENTIALITY

23.01 Grantor and Grantee hereby agree that éreftarty provides confidential or proprietary infation to the other party ("Proprietary
Information™), such Proprietary Information shadl beld in confidence, and the receiving party siiffdird Proprietary Information the same
care and protection as it affords generally t@Wts confidential and proprietary information (whichany case shall be not less than
reasonable care) in order to avoid disclosure tnauthorized use by any third party. The part@smawledge and agree that all information
disclosed by either party to the other in connectigth or pursuant to this Agreement shall be detoebe Proprietary Information provided
that written information is clearly marked in a spituous place as being confidential or proprietarg verbal information is indicated as
being confidential or proprietary when given andmptly confirmed in writing as such thereafter. RHoprietary Information, unless
otherwise specified in writing, shall remain thepperty
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of the disclosing party, shall be used by the rgogiparty only for the intended purpose, and sudhten Proprietary Information, including
all copies thereof, shall be returned to the disiolp party or destroyed after the receiving partged for it has expired or upon the request of
the disclosing party. Proprietary Information shradt be reproduced except to the extent necessagcomplish the purpose and intent of
Agreement, or as otherwise may be permitted iningiby the disclosing party.

23.02 The foregoing provisions of Section 23.01lst@ apply to any Proprietary Information whidhl§jecomes publicly available other th
through the disclosing party; (ii) is required ® disclosed by a governmental or judicial law, ordgle or regulation; (iii) is independently
developed by the receiving party; or (iv) becomeslable to the receiving party on a non-confidehiasis from a third party which is not
actually known by the receiving party to be bougdalzonfidentiality agreement or obligation. If aPgoprietary Information is required to be
disclosed pursuant to the foregoing clause (ig,ghrty required to make such disclosure shall ptninform the other party of the
requirements of such disclosure.

23.03 Notwithstanding anything in this Article 28the contrary, either party may disclose Proprjebaformation to its employees, agents,
and legal and financial advisors and providerslitiag its existing and prospective lenders, joiemture partners and other financiers) to the
extent necessary or appropriate in connection thigmegotiation and/or performance of this Agreenoeeiin obtaining financing, provided
that each such party is notified of the confiddrdiad proprietary nature of such Proprietary Infation and is subject to or agrees to be b

by similar restrictions on its use and disclosure.

23.04 The parties shall (i) maintain in confidebogh the fact that this Agreement has been eniatedind its contents and (ii) without
limiting the foregoing clause (i), not refer toghgreement or the other party in any press reJeaagketing materials, governmental filing or
other documents or publications, in each case wittiee consent of such other party (which consleall sot be unreasonably withheld),
except in each case (a) to the extent requiredwy&nd in such case, only after reasonable priitten notice to the other party), (b) in the
case of Grantee, to customers
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or potential customers of Grantee, (c) to employagents and legal and financial advisors and gessias provided in Section 23.03 and (d)
in connection with public filings made pursuanSection 23.02.
23.05 The provisions of this Article 23 shall sweviexpiration or termination of this Agreement.

ARTICLE 24.
DISPUTE RESOLUTION.

24.01 If the parties are unable to resolve anyulesgrising under or relating to this Agreement|uding, without limitation, any
disagreement as to the appropriate reduction ofRkieContribution and/or Recurring Charge descrilvedrticle 7, the parties shall resolve
such disagreement or dispute as follows:

(i) The matter shall first be referred by eithertpao the chief executive officers or the chiekogting officers of the parties by written notice
to the other party (the "Dispute Notice"). Withifiden (15) days after delivery of the Dispute Netsuch officers of both parties shall mee
a mutually acceptable time and place to excharigelalant information in an attempt to resolve digpute. All negotiations conducted by
such officers shall be confidential and shall leated as compromise and settlement negotiationmifposes of federal and state rules of
evidence.

(i) If the matter has not been resolved withintth{30) days after delivery of the Dispute Notioe jf such officers fail to meet within fifteen
(15) days after delivery of such Dispute Notic¢hei party may initiate mediation and, if applieakdrbitration in accordance with the
procedures set forth in (iii) and (iv) below.

(iii) If such officers are unable to resolve themlite or have failed to meet, the parties agr@articipate in a non-binding mediation
procedure as follows: (A) a mediator will be sedecby having counsel for each party agree on despyson to act as mediator. The parties’
counsel as well as up to three representativeaalf ef the parties will appear before the mediata time and place determined by the
mediator, but not more than sixty

(60) days after delivery of the Dispute Notice. Thes
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of the mediator and other costs of the mediatidhbei shared equally by the parties. (B) Each paitlypresent a review of the matter and its
position with respect to such matter. At the cosidn of both presentations the parties may asktiqussof each other. Either party may
abandon the mediation procedure at the end ofrégeptation and question periods and the mediptiocedure shall not be binding on either
party.

(iv) If the matter is not resolved after attemptsn@diation as set forth above, or if either paetfyses to take part in the mediation process
parties hereby agree to submit all such mattesashibration in Wilmington, Delaware according t@tbommercial rules and practices of the
American Arbitration Association from time to tinreeffect. Arbitration shall be by three independamd impartial arbitrators. Such
arbitrators shall have experience in the subjedtenavolved in the dispute, unless both partigiea in writing to waive any such
requirement. Each of the parties shall appointaybérator within fifteen (15) days after initiatieof arbitration and the two arbitrators so
appointed shall select a third arbitrator within te

(10) days of their appointment, which third arktitrashall be the chair of the panel. In the evhatgarties or the arbitrators fail to select
arbitrators as required herein, the American Aalitin Association shall select such arbitratorse @hbitrators shall conduct a hearing no |
than sixty (60) days after initiation of the matterrbitration and a decision shall be renderethbyarbitrators within thirty (30) days of the
hearing. At the hearing the parties shall presecih £vidence and witnesses as they may chose wmitittoout counsel. Adherence to formal
rules of evidence shall not be required but thératibn panel shall consider any evidence andnesty it determines to be relevant in
accordance with procedures it determines to beogpjate. Consistent with the expedited nature bitation provided in this Agreement,
each party shall, upon the written request of themparty, promptly provide the other with copiéglocuments relevant to issues raised by
any claim or counterclaim submitted to arbitratidny dispute regarding the relevance or scope sifaliery shall be determined by the chair
of the arbitration panel, whose determination shaltonclusive. All discovery shall be commenceshptly after the initiation of arbitration
and shall be completed no less than ten (10) defgsdothe scheduled arbitration date. The arbitnatietermination
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shall be in writing and shall specify the factuatidegal bases for the determination. The partieseato abide by all decisions and
determinations rendered in such proceedings artudeisions and determinations shall be final dndibg on the parties. The arbitrators
shall have the power, if requested by any partgoimection with an arbitration hereunder, to oat®r preliminary and/or final injunctive
relief or equitable relief requested by a party dedmed appropriate by the arbitrators solely toyaaut the provision of this Agreement. All
such decisions and determinations may be filed¢dofirmation in any federal court located in that8tof Delaware. The arbitrators, fees and
other costs of arbitration (including, without liiion, attorneys' fees) shall be borne by theypegtinst whom the award is rendered except
as the arbitration panel may otherwise provideO2Motwithstanding anything in this Agreement te ttontrary, and without first complying
with the dispute resolution procedures set fortthis Article 24, Grantee may apply to any courtompetent jurisdiction where the Grantor
System is located for preliminary injunctive rel@fspecific performance in accordance with Sec?:®3, in the event that Grantee's use of
the Grantee Fibers, Grantee Conduit and AssockRteglerty, or its rights and privileges hereunder jeopardized by virtue of an alleged
breach by Grantor of its obligations hereunder.

24.03 Subject to Sections 3.04 and 7.02, Grantan@eledges and agrees that, in light of the undgrévative nature of Grantee's rights
hereunder and the importance of the Grantor SysteBrantee's business operations as well as thsmms of Article 17 limiting certain
claims for monetary liability, Grantee would notvkeaan adequate remedy at law for money damagey ibthe covenants or agreements
contained in this Agreement were not performedctoadance with their terms and therefore agreasGhantee shall be entitled to specific
enforcement of such covenants and agreements iaraityation proceeding pursuant to Section 24104ny judicial proceeding pursuant to
Section 24.02.
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ARTICLE 25.
NOTICES

All notices or other communications which are regdior permitted herein shall be in writing andfisignt if delivered personally, sent by
nationally recognized prepaid overnight air coyrigrsent by registered or certified mail, postaggpaid, return receipt requested, addressed
as follows:

IF TO GRANTOR: Level 3 Communi cations, LLC
1450 Infinite D rive
Louisville, CO 80027
Attention: Dan Caruso

with a copy to: Level 3 Communi cations, LLC
3555 Farnam Str eet, Ste.200
Omaha, NE 6813 1
Attention: Gen eral Counsel

IF TO GRANTEE: INTERNEXT, LLC
c/o NEXTLINK Co mmunications, Inc.
500 108th Avenu e, NE, Ste. 2200
Bellevue, WA 9 8004
Attention: Gen eral Counsel

with a copy to: NEXTLINK Commun ications, Inc.
1730 Rhode Isla nd Avenue, NW Ste. 1000
Washington, DC 20036
Attention: Cou nsel

or at such other address as the party to whomenigtibe given may have furnished to the other gartyriting in accordance herewith. Any
such communication shall be deemed to have beem giten delivered personally, on the business ftay dispatch if sent by overnight air
courier, or on the seventh business day aftermgpétisent by mail.
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ARTICLE 26.
ENTIRE AGREEMENT; AMENDMENT; HEADINGS

This Agreement constitutes the entire and finakagrent and understanding between the parties @sffect to the subject matter hereof and
supersedes all prior agreements relating to thsuimatter hereof, which are of no further forceeffect. The Exhibits referred to herein are
integral parts hereof and are hereby made a p#nissAgreement. This Agreement may only be modifie supplemented by an instrumer
writing executed by a duly authorized represengatifeach party. The title and headings of thise&grent and its various Articles are for
convenience of reference only and shall not atfeetmeaning or interpretation of this Agreement.

ARTICLE 27.
RELATIONSHIP OF THE PARTIES

The relationship between Grantee and Grantor sbabe that of partners, agents, or joint ventui@rene another, and nothing contained in
this Agreement shall be deemed to constitute anpestip or agency agreement between them for amopes, including but not limited to
federal income tax purposes.

ARTICLE 28.
COUNTERPARTS

This Agreement may be executed in one or more eopatts, all of which taken together shall constittne and the same instrument.
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ARTICLE 29.
GOVERNING LAW, VENUE AND JURISDICTION

This Agreement shall be governed by and constmedéordance with the internal laws of the StatBaifiware, without regard to conflict of
law principles. Except as provided in Article 24yditigation based hereon, or arising out of ocamnection with a default by either party in
the performance of its obligations hereunder, dhalbrought and maintained exclusively in the coaftthe State of Delaware or in the Un
States District Court for the District of Delawaasd each party hereby irrevocably submits touhisdiction of such courts for the purpost
any such litigation and waives any objection baseforum non conveniens or otherwise.

ARTICLE 30.
SEVERABILITY

If any term, covenant or condition contained hestiall, to any extent, be invalid or unenforceablany respect under the laws governing
this Agreement, the remainder of this Agreemenl sivd be affected thereby, and each term, coveoanbndition of this Agreement shall be
valid and enforceable to the fullest extent pewmdithy law.

ARTICLE 31.
NO THIRD PARTY BENEFICIARIES

Nothing in this Agreement shall confer any right®o any Person other than the parties hereto aidrédspective heirs, successors or as¢
and the Persons entitled to indemnification undeicke 16 hereof.
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ARTICLE 32.
FURTHER ASSURANCES

Each party shall take such other actions as mamy fime to time be necessary or appropriate in aiwearry out the intent and purpose of
Agreement and the transactions contemplated hereby.

IN WITNESS WHEREOF, Grantor and Grantee have exatthis IRU Agreement as of the date first abovigtewr.

LEVEL 3 COMMUNICATIONS, LLC, a
Delaware limited liability company

By /s/ Kevin J. O'Hara

Title: President

INTERNEXT, LLC, a
Delaware limited liability company

By /s/ Wayne Perry

Title: Manager
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EXHIBIT "A-2"
CITY LIST

No.

O©CO~NOOUIAWNBE

Major Cities

New York City
Boston
Washington, D.C.
Philadelphia
Chicago
Denver
Detroit
Seattle
Houston
Dallas
Atlanta

Los Angeles
San Francisco
San Diego
San Jose
Newark
Baltimore
Miami
Tampa
Orlando
Toronto

St. Louis
Cincinnati
Pittsburgh
Portland

Non-Major Cities

Phoenix
Cleveland
Stamford
White Plains
Princeton
Richmond
Charlotte
Sacramento
Raleigh
Kansas City
Hartford
Austin
Memphis
Nashville
Omaha

Salt Lake City
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42 San Antonio

43 Vancouver
44 Indianapolis
45 Jacksonville
46 Montreal

47 New Orleans
48 Louisville

49 Wilmington
50 Las Vegas

In the event Grantor elects not to construct Pfi&isee, Toronto, Vancouver and Montreal shall beaesd the the above City List and
Grantee may (i) move a city from the Non-Major &stiist to the Major Cities list, and (ii) desigaaip to three of the following cities as Non-
Major Cities: El Paso, Stratford, Fort Worth, Allyaor Buffalo.



EXHIBIT "N"
GUARANTY AGREEMENT

GUARANTY AGREEMENT, dated as of July __, 1998, beem Level 3 Communications, Inc., a cotpord"Guarantor"), and
, a [Grantee]("Benefician

WITNESSETH:

WHEREAS, Guarantor is, directly or indirectly, tbemner of 100% of the issued and outstanding merhigensterests in Level 3
Communications, LLC, a Delaware limited liabilitprapany ("Grantor");

WHEREAS, Beneficiary and Grantor have entered amdRU Agreement, dated as of July 18, 1998 (tR&J'Agreement"), providing for tt
grant to Beneficiary of ownership of and/or an ifedeible right to use certain facilities in the @ System (as defined in the IRU
Agreement); and

WHEREAS, pursuant to the terms of the IRU Agreem@&néntor's obligations under the IRU Agreementraggiired to be guaranteed by
Guarantor.

NOW, THEREFORE, in consideration of the premises e covenants herein contained, the partiesdaggee as follows

1. Defined Terms. Capitalized terms used hereihaut other definition shall have the respective mmags ascribed to them in the IRU
Agreement.

2. Guaranty. Guarantor hereby unconditionally arel/ocably guarantees to Beneficiary (a) the duenpt and complete payment by Grai
of all amounts due to Beneficiary under the IRU égment, when and as the same shall become dueagabl@ and (b) the due, prompt and
faithful performance of, and compliance with, @ther covenants, undertakings and obligations ohtraset forth in the IRU Agreement (the
obligations referred to in clauses (a) and

(b) of this Section 2 are herein referred to cdilety as the "Guaranteed Obligations™).

This guaranty is a guaranty of payment, performammecompliance and not of collectibility and isnim way conditioned or contingent upon
any attempt to collect from or enforce performaaceompliance by Grantor or upon any other everoodition whatsoever. If for any
reason whatsoever Grantor shall fail or be unablg, gounctually and fully to pay such amounts ad ahen the same shall become due and
payable or to perform or comply with any other Guieed Obligation, Guarantor will forthwith payaause to be paid the Guaranteed
Obligations to Beneficiary, in lawful money of thaited States, or perform or comply with such Gaggad Obligations or cause such

1



Guaranteed Obligations to be performed or compligd. Guarantor, promptly after demand, will reinnbel Beneficiary for all costs and
expenses of collecting such amounts or otherwifgr@ng this Agreement, including, without limitati, the fees and expenses of counsel.
Notwithstanding any other provision of this Agreernt the contrary, Guarantor shall have all rigift&rantor under IRU Agreement wi
respect to the determination of amounts due aretmétation of other obligations, including, withdumitation, the provisions of Article 24
of the IRU Agreement, except to the extent thahsights have been exhausted or waived by Grantor.

3. Representations and Warranties. Guarantor heegogsents and warrants as follows:

(a) Organization, Good Standing, Etc. Guarantarésrporation duly organized and validly existimglan good standing under the laws of
State of Delaware and has all requisite corporatesp and authority to own and operate its propgrti@ carry on its business as now
conducted and as proposed to be conducted, amdeoieto and to carry out the terms of this Agream

(b) Authorization and Enforceability. The executiamd delivery by Guarantor of this Agreement ahathler agreements and documents to
be executed and delivered by it in connection hizghewhe performance by Guarantor of its obligasitrereunder and thereunder, and the
consummation of the transactions contemplated feard thereby have been duly and validly authortaedll requisite corporate acts and
other proceedings of Guarantor. This Agreementadinather agreements and documents to be execotedaivered by Guarantor in
connection herewith have been duly and validly etedt and delivered by Guarantor and constitutel le@géid and binding obligations of
Guarantor, enforceable against it in accordancle thizir respective terms, except as limited by iapple bankruptcy, insolvency,
reorganization, moratorium, liquidation, rearrangméaudulent transfers, conservatorship or otéaes (including court decisions) affecting
the enforcement of creditors' rights generally.

(c) Relationship to Company. Guarantor owns, diyemt indirectly, 100% of the issued and outstagdimembership interests in Grantor.

(d) Compliance with Other Instruments, Etc. Theoeien and delivery by Guarantor of, and perforneaotthe obligations of Guarantor
under, this Agreement will not result in any viddat of or be in conflict with or constitute a defaunder any term of any agreement or
instrument to which it is a party or by which itieund or any term of any applicable law, ordinamake or regulation of any governmental
authority or any term of any applicable order, jongmt or decree of any court, arbitrator or govemaeauthority or result in the creation of
(or impose any obligation on Guarantor to creats)leen upon any of the properties or assets ofr@utar pursuant to any such term, which
violation, conflict, default or lien might have aaterially adverse effect on the business, operstioondition (financial or physical),
properties, net assets or liabilities of Guarantanpon the ability of Guarantor to perform itsigations under this Agreement.
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(e) Governmental Consent. No consent, approvalitroaization of, or declaration or filing with, agpvernmental authority, on the part of
Guarantor is required for the valid execution aativery of this Agreement and the due performarfdhe obligations of Guarantor under 1
Agreement.

4. Guarantor's Obligations Unconditional. The odigns of Guarantor under this Agreement are pymelssolute and unconditional
obligations of Guarantor, are not subject to anynterclaim, set-off, deduction, diminution, abatameecoupment, suspension, deferment or
defense based upon any claim Guarantor or any p#rson may have against Grantor, Beneficiary gratiner person, and shall remain in
full force and effect without regard to, and shradt be released, discharged or in any way affdayedny circumstance or condition
whatsoever (whether or not Guarantor or Grantolt hae any knowledge or notice thereof), includingthout limitation:

(a) any amendment of or change in, or terminatiowaiver of, the IRU Agreement;

(b) any furnishing, acceptance or release of, grdmiect in any security for, any of the Guarant®&digations;

(c) any waiver of the payment, performance or okmaee of any of the obligations, conditions, coveas®r agreements contained in the IRU
Agreement, or any other waiver, consent, extensimtulgence, compromise, settlement, release ar@ttion or inaction under or in respect
of the IRU Agreement;

(d) any failure, omission or delay on the part ehBficiary to enforce, assert or exercise any yighmver or remedy conferred on it in this
Agreement;

(e) any voluntary or involuntary bankruptcy, insahey, reorganization, arrangement, readjustmesigmsent for the benefit of creditors,
composition, receivership, conservatorship, custuship, liquidation, marshalling of assets andiliiéds or similar proceedings with respect
to Grantor or any other person or any of their eeipe properties or creditors, or any action talgmny trustee or receiver or by any coul
any such proceeding;

(f) any discharge, termination, cancellation, frasbn, irregularity, invalidity or unenforceabilitin whole or in part, of the IRU Agreement;
(g) any merger or consolidation of Grantor or Ga&rainto or with any other corporation, or anyesaéase or transfer of any of the assets of
Grantor or Guarantor to any other person;

(h) any change in the ownership of any memberstigrésts in Grantor, or any change in the corpos#tionship between Grantor and
Guarantor, or any termination of such relationsbip;

(i) any other occurrence, circumstance, happenireyent whatsoever, whether similar or dissimitattie foregoing, whether foreseen or
unfore



seen, and any other circumstance which might otiseraonstitute a legal or equitable defense ohdigre of the liabilities of a guarantor or
surety or which might otherwise limit recourse agaiGuarantor.

5. Full Recourse Obligations. The obligations of@untor set forth herein constitute the full resguobligations of Guarantor enforceable
against it to the full extent of all its assets andperties.

6. Waiver. Guarantor unconditionally waives, to gxtent permitted by applicable law, (a) noticeany of the matters referred to in Sectiol
(b) notice to Guarantor of the incurrence of anyhef Guaranteed Obligations, notice to Guarant@rantor of any breach or default by
Grantor with respect to any of the Guaranteed @kbgs or any other notice that may be requiredstbiute, rule of law or otherwise, to
preserve any rights of Beneficiary against Guanaift) presentment to or demand of payment frormé@raor Guarantor with respect to any
Guaranteed Obligation or protest for nonpaymerisinonor, (d) any right to the enforcement, assertexercise or exhaustion by Benefic

of any right, power, privilege or remedy conferiedhe IRU Agreement or otherwise, (e) any requiatrof diligence on the part of
Beneficiary, (f) any requirement to mitigate thendages resulting from any default under the IRU &grent, (g) any notice of any sale,
transfer or other disposition of any right, tittedr interest in the IRU Agreement, (h) any releais@uarantor from its obligations hereunder
resulting from any loss by it of its rights of sabation hereunder and (i) any other circumstancatsdever which might otherwise constitute
a legal or equitable discharge, release or defehagyuarantor or surety or which might otherwigatlrecourse against Guarantor.

7. Subrogation. Upon the payment and performanddliof all Guaranteed Obligations, Guarantor §bal subrogated to the rights of
Beneficiary in respect of any payment or othergdtion with respect to which an amount has beealgayby Guarantor hereunder.
Guarantor shall not seek to exercise any righwibfogation, reimbursement or indemnity arisingrfimayments made by Guarantor purst
to the provisions of this Agreement until the fafid complete payment or performance and dischdrge @isuaranteed Obligations.

8. Effect of Bankruptcy Proceedings, etc. This Guér shall continue to be effective or be autonadijaeinstated, as the case may be, if at
any time any payment made by any person on acadarty of the sums due Beneficiary pursuant ta¢nms of the IRU Agreement is
rescinded or must otherwise be restored or retuogeslich holder upon the insolvency, bankruptcgsalution, liquidation or reorganization
of Grantor or any other person, or upon or as altre§the appointment of a custodian, receiverstiee or other officer with similar powers
with respect to Grantor or other person or any tautigl part of its property, or otherwise, allthsugh such payment had not been made.

9. Term of Agreement. This Agreement and all gu@@s) covenants and agreements of Guarantor cedtherein shall continue in full for
and effect and shall not be discharged until simb s all of the Guaranteed Obligations and
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other independent payment obligations of Guaramadier this Agreement shall be paid and performddlirand all of the agreements of
Guarantor hereunder shall be duly paid and perfdriméull.

10. Notices. All notices under the terms and piiowis hereof shall be in writing, and shall be deled or sent by telex or telecopy or mailed
by first-class mail, postage prepaid, addressed, (a) ieteeficiary, at the address set forth in Articled2%he IRU Agreement, or at such ot
address as Beneficiary shall from time to time giesie in writing to Guarantor and (b) if to Guamanat , or at such other address as
Guarantor shall from time to time designate in wgtto Beneficiary. Any notice so addressed shallbemed to be given when so delivered
or sent or, if mailed, on the third business dagrdfeing so mailed.

11. Amendments, etc. No amendment, alteration, ficatibn or waiver of any term or provision of thAgreement, nor consent to any
departure by Guarantor therefrom, shall in any ebereffective unless the same shall be in writind signed by Beneficiary, and then such
waiver or consent shall be effective only in thedfic instance and for the specific purpose forchlgiven.

12. Submission to Jurisdiction. Guarantor, forlftaad its successors and assigns, hereby irrelp€apagrees that any legal or equitable
action, suit or proceeding against Guarantor agisut of or relating to this Agreement or any tton contemplated hereby or the subject
matter of any of the foregoing may be institute@iny state or federal court in the State of Delaw@r) waives any objection which it may
now or hereafter have to the venue of any actioih 08 proceeding, (c) irrevocably submits itselfthe nonexclusive jurisdiction of any state
or federal court of competent jurisdiction in that8 of Delaware for purposes of any such actioit,c8 proceeding. Guarantor waives
personal service of process and consents thatseasfiprocess upon it may be made by certifiecegistered mail, return receipt requested, at
its address specified or determined in accordanttetie provisions of Section 10, and service sdenshall be deemed completed on the
third business day after mailing. Nothing contaiimethis Section 12 shall be deemed to affect itjiet Iof Beneficiary to serve process in any
other manner permitted by law or to commence Ipgadeedings or otherwise proceed against Guarantory jurisdiction.

13. WAIVER OF JURY TRIAL. EACH OF GUARANTOR AND BEHNFICIARY IRREVOCABLY AND UNCONDITIONALLY WAIVES
THE RIGHT TO TRIAL BY JURY IN ANY LEGAL OR EQUITABLE ACTION, SUIT OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY TRANSACTION CONTEPLATED HEREBY OR THEREBY OR THE SUBJECT
MATTER OF ANY OF THE FOREGOING.

14. Survival. All warranties, representations aodanants made by Guarantor herein or in any ceat#ior other instrument delivered by it
on its behalf hereunder shall be considered to baea relied upon by Beneficiary and shall surhgeexecution and delivery of this
Agreement, regardless of any investigation made by



Beneficiary or on its behalf. All statements in augch certificate or other instrument shall congtitvarranties and representations by
Guarantor hereunder.

15. Miscellaneous. Any provision of this Agreemeshich is prohibited or unenforceable in any jurgditin shall, as to such jurisdiction, be
ineffective to the extent of such prohibition oreaforceability without invalidating the remainingopisions hereof, and any such prohibition
or unenforceability in any jurisdiction shall nat/alidate or render unenforceable such provisicaniyi other jurisdiction. To the extent
permitted by applicable law, Guarantor hereby wamey provision of law that renders any provisibaseof prohibited or unenforceable in
any respect. The terms of this Agreement shallibgitg upon, and inure to the benefit of, Guaraatwd Beneficiary and their respective
successors and assigns. No term or provision 8fAgreement may be changed, waived, dischargestmirtated orally, but only by an
instrument in writing signed by Guarantor and Bémafy. The section and paragraph headings inAgieement and the table of contents are
for convenience of reference only and shall notifypdefine, expand or limit any of the terms oopisions hereof, and all references herein
to numbered sections, unless otherwise indicatedpasections in this Agreement. This Agreemeatl sh all respects be governed by, and
construed in accordance with, the laws of the Sihfeelaware, without giving effect to applicablengiples of conflicts of law.

16. Special Covenants. Guarantor, as issuer, ah&tBroder Bank and Trust Company, as truste@aaties to a certain Indenture dated as
of April 28, 1998 respecting $2,000,000,000 9-1/8&nior Notes due 2008 (the "Indenture"). Sectidis 8005, 1016 and 1018 (including
related definitions) of the Indenture, as the samag be amended or modified from time to time shaldeemed incorporated herein by
reference and deemed obligations of Guarantor tefeary for and during the period commencing vifie date hereof and ending on the
final completion of the Grantor System (excludimy &egments terminated by Beneficiary or otherwisgelivered by Grantor pursuant to
Section 3.04 of the IRU Agreement), following whithe covenants and agreements of Guarantor irsegsion 16 shall terminate and such
sections of the Indenture shall no longer be deem@mporated herein by reference. Guarantor staiver to Beneficiary on request (but not
more than once per year), a brief certificate ftmprincipal executive officer, principal finankcadficer or principal accounting officer as to
his or her knowledge of Guarantor's compliancerduthe period covered by such report with all cbads and covenants of this Agreement.

17. Qualification to Special Covenants.. The priovis of section 16 of this Agreement shall be ofarge or effect during any period that, if
Guarantor has publicly-traded common stock, thal totarket value of Guarantor's outstanding comntocksas determined on the basis of
closing price (or, if Guarantor is privately hellde total value of its outstanding common stocldemonstrated to the reasonable satisfaction
of Beneficiary) exceeds $1.5 billion.



IN WITNESS WHEREOF, Guarantor and Beneficiary haaeh caused this Agreement to be duly executetiths day and year first above
written.

LEVEL 3 COMMUNICATIONS, INC.,
as Guarantor

By
Title:

, as Benefimry

Title:



EXHIBIT "O"
GUARANTY AGREEMENT

GUARANTY AGREEMENT, dated as of . vien [Name of Permitted Guarantor], a gatpm ("Guarantor"), and
Level 3 Communications, LLC, a Delaware limitecbllay company ("Beneficiary”).

WITNESSETH:

WHEREAS, Guarantor is, directly or indirectly, tbener of [ ]% of the issued and outstanding [mensitip interests in][capital stock of]
INTERNEXT, LLC a Delaware limited liability compan(yGrantee");

WHEREAS, Beneficiary and Grantee have enteredanttRU Agreement, dated as of July 18, 1998 (tR&J'Agreement”), providing for tt
grant to Grantee of an indefeasible right to us@mownership of certain facilities in the Gran8ystem (as defined in the IRU Agreement);

WHEREAS, pursuant to the terms of the IRU Agreem@&mantee's obligations under the IRU Agreementegaired to be guaranteed from
time to time by one or more of the Permitted Gueman(as defined in the IRU Agreement); and

WHEREAS, Guarantor is a Permitted Guarantor.
NOW, THEREFORE, in consideration of the premises thie covenants herein contained, the partiesdagree as follows

1. Defined Terms. Capitalized terms used hereihaut other definition shall have the respective mmegs ascribed to them in the IRU
Agreement. In addition, the following terms shalik the following meanings:

(a) "Guaranteed Obligations" shall mean, as ofdatg of determination, an amount equal to (buenoeeding) _ % of the the IRU
Obligations, provided that any IRU Obligations (uding, without limitation, interest and penaltyliglations) resulting from or relating to
another Permitted Guarantor's failure to make ayent under such Permitted Guarantor's guaraaty/tsh excluded for purposes of
determining Guaranteed Obligations.

(b) "IRU Obligations" shall mean (i) the due, prarapd complete payment of all amounts due to Beizefi by Grantee under the IRU
Agreement, when and as the same shall become dusegable and (ii) the due, prompt and faithfufenance of, and compliance with, all
other covenants, undertakings and obligations ah@e set forth in the IRU Agreement.
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2. Guaranty. Guarantor hereby unconditionally arel/ocably guarantees to Beneficiary the Guaran@giyations. This guaranty is a
guaranty of payment, performance and compliancenandf collectibility and is in no way conditioned contingent upon any attempt to
collect from or enforce performance or compliangeédvantee or upon any other event or condition aed&ter. If for any reason whatsoever
Grantee shall fail or be unable duly, punctually &ully to pay such amounts as and when the samiélsttome due and payable or to
perform or comply with any other Guaranteed Obi@gtGuarantor will forthwith pay or cause to bedothe Guaranteed Obligations to
Beneficiary, in lawful money of the United States perform or comply with such Guaranteed Obligadior cause such Guaranteed
Obligations to be performed or complied with. Guewa, promptly after demand, will reimburse Benigfiig for all costs and expenses of
collecting such amounts or otherwise enforcing &dseement, including, without limitation, the fessd expenses of counsel.
Notwithstanding any other provision of this Agreernm the contrary, Guarantor shall have all rigift&rantee under IRU Agreement w
respect to the determination of amounts due aretmétation of other obligations, including, withdumitation, the provisions of Article 24
of the IRU Agreement, except to the extent thahgights have been exhausted or waived by Grantee.

3. Representations and Warranties. Guarantor heegogsents and warrants as follows:

(a) Organization, Good Standing, Etc. Guarantarésrporation duly organized and validly existimglan good standing under the laws of
State of and has all requisite corporateepand authority to own and operate its propert@sarry on its business as now
conducted and as proposed to be conducted, amdepieto and to carry out the terms of this Agream

(b) Authorization and Enforceability. The executamd delivery by Guarantor of this Agreement ahdthler agreements and documents to
be executed and delivered by it in connection highewhe performance by Guarantor of its obligasitrereunder and thereunder, and the
consummation of the transactions contemplated feard thereby have been duly and validly authortzedll requisite corporate acts and
other proceedings of Guarantor. This Agreementadinather agreements and documents to be execotedaivered by Guarantor in
connection herewith have been duly and validly eieet and delivered by Guarantor and constitutdl,legéid and binding obligations of
Guarantor, enforceable against it in accordancle thizir respective terms, except as limited by iapple bankruptcy, insolvency,
reorganization, moratorium, liquidation, rearrangméaudulent transfers, conservatorship or otéas (including court decisions) affecting
the enforcement of creditors' rights generally.

(c) Relationship to Company. Guarantor owns, diyemt indirectly [ 1% of the issued and outstargdl[membership interests in][capital
stock of] Grantee.

(d) Compliance with Other Instruments, Etc. Theoeien and delivery by Guarantor of, and perforneaotthe obligations of Guarantor
under, this



Agreement will not result in any violation of or beconflict with or constitute a default under aeym of any agreement or instrument to
which it is a party or by which it is bound or ateym of any applicable law, ordinance, rule or fatian of any governmental authority or &
term of any applicable order, judgment or decreanyf court, arbitrator or governmental authorityesult in the creation of (or impose any
obligation on Guarantor to create) any lien upoy @frthe properties or assets of Guarantor purstaeahy such term, which violation,
conflict, default or lien might have a materiallgvarse effect on the business, operations, condifioancial or physical), properties, net
assets or liabilities of Guarantor or upon theigbif Guarantor to perform its obligations undeistAgreement.

(e) Governmental Consent. No consent, approvalitroaization of, or declaration or filing with, agpvernmental authority, on the part of
Guarantor is required for the valid execution astivery of this Agreement and the due performarfdbe obligations of Guarantor under 1
Agreement.

4. Guarantor's Obligations Unconditional. The odigns of Guarantor under this Agreement are pymelssolute and unconditional
obligations of Guarantor, are not subject to anynterclaim, set-off, deduction, diminution, abatameecoupment, suspension, deferment or
defense based upon any claim Guarantor or any preon may have against Grantee, Beneficiary potirer person, and shall remain in
full force and effect without regard to, and shmat be released, discharged or in any way affdeyedny circumstance or condition
whatsoever (whether or not Guarantor or Grantek Istaae any knowledge or notice thereof), includingthout limitation:

(a) any amendment of or change in, or terminatiowaiver of, the IRU Agreement;
(b) any furnishing, acceptance or release of, grdaiect in any security for, any of the Guarant®&édigations;

(c) any waiver of the payment, performance or okmaee of any of the obligations, conditions, coveas®r agreements contained in the IRU
Agreement, or any other waiver, consent, extensimtulgence, compromise, settlement, release ar@ttion or inaction under or in respect
of the IRU Agreement;

(d) any failure, omission or delay on the part ehBficiary to enforce, assert or exercise any righiver or remedy conferred on it in this
Agreement;

(e) any voluntary or involuntary bankruptcy, insaihey, reorganization, arrangement, readjustmesigmsent for the benefit of creditors,
composition, receivership, conservatorship, custuship, liquidation, marshalling of assets andiliiéds or similar proceedings with respect
to Grantee or any other person or any of theiraetsye properties or creditors, or any action talgmny trustee or receiver or by any cou
any such proceeding;



(f) any discharge, termination, cancellation, fragon, irregularity, invalidity or unenforceabifitin whole or in part, of the IRU Agreement;

(g) any merger or consolidation of Grantee or Gotanrainto or with any other corporation, or anyesdtase or transfer of any of the assets of
Grantee or Guarantor to any other person;

(h) any change in the ownership of any [memberstigrests in][capital stock of] Grantee, or anyroin the corporate relationship betw
Grantee and Guarantor, or any termination of saetdtionship; or

(i) any other occurrence, circumstance, happenireyent whatsoever, whether similar or dissimitattie foregoing, whether foreseen or
unforeseen, and any other circumstance which natifgrwise constitute a legal or equitable defemstiszharge of the liabilities of a
guarantor or surety or which might otherwise lineitourse against Guarantor.

5. Full Recourse Obligations. The obligations of@untor set forth herein constitute the full resguobligations of Guarantor enforceable
against it to the full extent of all its assets andperties.

6. Waiver. Guarantor unconditionally waives, to gxtent permitted by applicable law, (a) noticeany of the matters referred to in Sectiol
(b) notice to Guarantor of the incurrence of anyhef Guaranteed Obligations, notice to Guarant@rantee of any breach or default by
Grantee with respect to any of the Guaranteed @ifitigs or any other notice that may be requiredsthtute, rule of law or otherwise, to
preserve any rights of Beneficiary against Guanaift) presentment to or demand of payment frormeor Guarantor with respect to any
Guaranteed Obligation or protest for nonpaymermisinonor, (d) any right to the enforcement, assertexercise or exhaustion by Benefic

of any right, power, privilege or remedy conferiedhe IRU Agreement or otherwise, (e) any requiatrof diligence on the part of
Beneficiary, (f) any requirement to mitigate thendages resulting from any default under the IRU &grent, (g) any notice of any sale,
transfer or other disposition of any right, tittedr interest in the IRU Agreement, (h) any releais@uarantor from its obligations hereunder
resulting from any loss by it of its rights of sabation hereunder and (i) any other circumstancatsdever which might otherwise constitute
a legal or equitable discharge, release or defehagyuarantor or surety or which might otherwigatlrecourse against Guarantor.

7. Subrogation. Upon the payment and performanddliof all Guaranteed Obligations, Guarantor §bal subrogated to the rights of
Beneficiary in respect of any payment or othergdtion with respect to which an amount has beealgayby Guarantor hereunder.
Guarantor shall not seek to exercise any righwibfogation, reimbursement or indemnity arisingrfigayments made by Guarantor purst
to the provisions of this Agreement until the fafid complete payment or performance and dischdrge @isuaranteed Obligations.

4



8. Effect of Bankruptcy Proceedings, etc. This Guér shall continue to be effective or be autonadijaeinstated, as the case may be, if at
any time any payment made by any person on acadarty of the sums due Beneficiary pursuant ta¢nms of the IRU Agreement is
rescinded or must otherwise be restored or retuogexlich holder upon the insolvency, bankruptcgsalution, liquidation or reorganization
of Grantee or any other person, or upon or asudtresthe appointment of a custodian, receiverstiee or other officer with similar powers
with respect to Grantee or other person or anytanbal part of its property, or otherwise, allthsugh such payment had not been made.

9. Term of Agreement. This Agreement and all gu@@s) covenants and agreements of Guarantor cedtherein shall continue in full for
and effect and shall not be discharged until sirk &s all of the Guaranteed Obligations and dtiiependent payment obligations of
Guarantor under this Agreement shall be paid anieed in full and all of the agreements of Guanaimereunder shall be duly paid and
performed in full. Notwithstanding anything in thAgireement to the contrary, this Agreement mayebeinated, replaced or amended in the
manner contemplated by, and subject to the pravisad, Section 20.06 of the IRU Agreement.

10. Notices. All notices under the terms and priowis hereof shall be in writing, and shall be deled or sent by telex or telecopy or mailed
by first-class mail, postage prepaid, addressed, (a) ieteeBciary, at the address set forth in Articlea2%he IRU Agreement, or at such ot
address as Beneficiary shall from time to time gleste in writing to Guarantor and (b) if to Guamanat , or at such other address as
Guarantor shall from time to time designate in wgtto Beneficiary. Any notice so addressed shaltlbemed to be given when so delivered
or sent or, if mailed, on the third business dagrdfeing so mailed.

11. Amendments, etc. Except as provided in Se&jaro amendment, alteration, modification or waivkeany term or provision of this
Agreement, nor consent to any departure by Guarameoefrom, shall in any event be effective unkbgssame shall be in writing and signed
by Beneficiary, and then such waiver or consentl leaeffective only in the specific instance and the specific purpose for which given.

12. Submission to Jurisdiction. Guarantor, forlitaad its successors and assigns, hereby irrelp¢apagrees that any legal or equitable
action, suit or proceeding against Guarantor agisimt of or relating to this Agreement or any tast®n contemplated hereby or the subject
matter of any of the foregoing may be instituteduny state or federal court in the State of Delaw@r) waives any objection which it may
now or hereafter have to the venue of any actioih,0s proceeding, (c) irrevocably submits itselfthe nonexclusive jurisdiction of any state
or federal court of competent jurisdiction in that® of Delaware for purposes of any such actioit,as proceeding. Guarantor waives
personal service of process and consents thatsarfiprocess upon it may be made by certifiecegistered mail, return receipt requested, at
its address specified or determined in accordarittette provisions of Section 10, and service sdershall be deemed completed on the
third business day after mailing.



Nothing contained in this Section 12 shall be dedioeaffect the right of Beneficiary to serve pregén any other manner permitted by lav
to commence legal proceedings or otherwise proagathst Guarantor in any jurisdiction.

13. WAIVER OF JURY TRIAL. EACH OF GUARANTOR AND BERFICIARY IRREVOCABLY AND UNCONDITIONALLY WAIVES
THE RIGHT TO TRIAL BY JURY IN ANY LEGAL OR EQUITABLE ACTION, SUIT OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY TRANSACTION CONTEPLATED HEREBY OR THEREBY OR THE SUBJECT
MATTER OF ANY OF THE FOREGOING.

14. Survival. All warranties, representations aadenants made by Guarantor herein or in any agat#ior other instrument delivered by it
on its behalf hereunder shall be considered to baea relied upon by Beneficiary and shall sur¢heexecution and delivery of this
Agreement, regardless of any investigation madBédyeficiary or on its behalf. All statements in augch certificate or other instrument st
constitute warranties and representations by Gt@araereunder.

15. Miscellaneous. Any provision of this Agreemetich is prohibited or unenforceable in any jurgditin shall, as to such jurisdiction, be
ineffective to the extent of such prohibition oreaforceability without invalidating the remainingopisions hereof, and any such prohibition
or unenforceability in any jurisdiction shall nat/alidate or render unenforceable such provisicaniyi other jurisdiction. To the extent
permitted by applicable law, Guarantor hereby wamey provision of law that renders any provisibaseof prohibited or unenforceable in
any respect. The terms of this Agreement shallibgitg upon, and inure to the benefit of, Guaraatwd Beneficiary and their respective
successors and assigns. No term or provision 8fAgreement may be changed, waived, dischargestmirtated orally, but only by an
instrument in writing signed by Guarantor and Bémafy. The section and paragraph headings inAgieement and the table of contents are
for convenience of reference only and shall notifypdefine, expand or limit any of the terms oopisions hereof, and all references herein
to numbered sections, unless otherwise indicatedoasections in this Agreement. This Agreemeatl sh all respects be governed by, and
construed in accordance with, the laws of the Sihfeelaware, without giving effect to applicablengiples of conflicts of law.

16. Special Covenants. Guarantor hereby covenadtagrees as follows:
(a) For purposes of this Section 16, the followteigns are defined:
(1) "Board of Directors" means the board of direstof Guarantor.

(2) "Capital Stock" of any Person means any andhaltes, interests, participations or other eqeital (however designated) of corporate
stock or other equity participations, includingtparship interests, whether general or limitedswath Person and any rights (other than debt
securities convertible or



exchangeable into an equity interest), warrantgptions to acquire an equity interest in such Rerso

(3) "Consolidated Net Worth" of any Person meamsstiockholders' equity of such Person, determimea consolidated basis in accordance
with generally accepted accounting principles.

(4) "Fair Market Value" means, with respect to &mgperty, the price that could be negotiated iamn's-length free market transaction, for
cash, between a willing seller and a willing buyegither of whom is under pressure or compulsiorotoplete the transaction. Unless
otherwise specified herein, Fair Market Value shaldetermined by the Board of Directors actingand faith and shall be evidenced by a
Board of Directors resolution.

(5) "Property" means, with respect to any Persow,iaterest of such Person in any kind of propertgsset, whether real, personal or mixed,
or tangible or intangible, including Capital Stankand other securities of, any other Person.

(6) "Subsidiary" of any Person means (i) a corporatnore than 50% of the combined voting powethef dutstanding Voting Stock of which
is owned, directly or indirectly, by such Persorbgrone or more other Subsidiaries of such Persdny such Person and one or more
Subsidiaries thereof or (ii) any other Person (othan a corporation) in which such Person, oram@ore other Subsidiaries of such Person
or such Person and one or more other Subsididqréesdf, directly or indirectly, has at least a mi&joownership and power to direct the
policies, management and affairs thereof.

(7) "Voting Stock" of any Person means Capital 8toicsuch Person which ordinarily has voting povegrthe election of directors (or
persons performing similar functions) of such Persehether at all times or only for so long as abisr class of securities has such voting
power by reason of any contingency.

(b) Guarantor shall not, in a single transactioa series of related transactions, (i) consoligatie or merge into any other Person or Persons
or permit any other Person to consolidate with erga into Guarantor or (ii) directly or indirectlyansfer, sell, lease, convey or otherwise
dispose of all or substantially all its assetsrtg ather Person or Persons, unless:

(1) in a transaction in which Guarantor is notsheviving Person or in which Guarantor transfeefissleases, conveys or otherwise disposes
of all or substantially all of its assets to anf@tPerson, the resulting, surviving or transféteeson (the "successor entity") is organized
under the laws of the United States or any Stateetif or the District of Columbia and shall exphesssume all of Guarantor's obligations
under this Agreement;



(2) immediately after giving effect to such trartsae, the Consolidated Net Worth of Guarantor e $uccessor entity) is equal to or greater
than that of Guarantor immediately prior to thensr@ction; and

(3) in the case of a transfer, sale, lease, comaeyar other disposition of all or substantiallyadlthe assets of Guarantor, such assets shall
have been transferred as an entirety or virtualgraentirety to one Person and such Person shadldomplied with all the provisions of (1)
and (2) above.

(c) Guarantor shall cause all properties owned bgréntor or any Subsidiary or used or held foringbe conduct of its business or the
business of any Subsidiary to be maintained antiikeggood condition, repair and working order anggied with all necessary equipment
and shall cause to be made all necessary repaiawals, replacements, betterments and improverttesreof, all as in the judgment of
Guarantor may be necessary so that the busine#sdcan in connection therewith may be properly addantageously conducted at all tin
provided that nothing contained herein shall préxgmarantor or any Subsidiary from discontinuing thaintenance of any of such properties
if such discontinuance is, in the judgment of Gotrg desirable in the conduct of its businesdertiusiness of any Subsidiary and not
disadvantageous in any material respect to Bergfici

(d) Guarantor shall not, and shall not permit ahigsoSubsidiaries to, directly or indirectly, sd#ase, transfer or otherwise dispose of any
material portion of its Property to, or purchasg araterial portion of Property from, or enter igioy material contract, agreement,
understanding, loan, advance, guarantee or traosgatcluding the rendering of services) with or the benefit of, any Affiliate (each of the
foregoing, an "Affiliate Transaction"), unless sutffiliate Transaction or series of Affiliate Traastions is (i) in the best interest of Guara
or such Subsidiary and (ii) on terms that are 86 favorable to Guarantor or such Subsidiary thase that would have been obtained in a
comparable arm's-length transaction by Guarantsuohn Subsidiary with a Person that is not an iatgl (or, in the event that there are no
comparable transactions involving Persons who atéffiliates of Guarantor or the relevant Subsigito apply for comparative purposes, is
otherwise on terms that, taken as a whole, Guaraat®determined to be fair to Guarantor or theviait Subsidiary). Notwithstanding the
foregoing, the following shall not be deemed A#ik Transactions: (i) any employment agreementexhiato by Guarantor or any of its
Subsidiaries in the ordinary course of businesscamdistent with industry practice; (ii) any agregrnor arrangement with respect to the
compensation of a director or officer of Guaramtoany Subsidiary approved by a majority of thenderested members of the Board of
Directors and consistent with industry practici) (iansactions between or among the Company @n8ubsidiaries, provided that no more
than 5% of the Voting Stock (on a fully diluted Is®f any such Subsidiary is owned by an Affiliafe
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Guarantor (other than a Subsidiary); (iv) trangadipursuant to the terms of any agreement orgeraant as in effect on the date hereof;
(v) transactions with respect to wirelink or wirgddransmission capacity, the lease or sharingher aise of cable or fiber optic lines,
equipment, rights-of-way or other access rightsyben Guarantor (or any Subsidiary) and any otleesdh.

(e) Guarantor shall not, and shall not permit anlgsidiary to, sell, transfer or dispose of anyteHroperty with a Fair Market Value of
$5,000,000 or more outside the ordinary coursésdiusiness (excluding any sale, transfer or dispof Property that is obsolete or no
longer used by or useful to Guarantor or any Sudsiglunless:

(1) Guarantor or the Subsidiary, as the case magebeives consideration for such disposition astequal to the Fair Market Value for the
Property sold or disposed of.

(2) the consideration received in connection théteis used by Guarantor or such Subsidiary wiB80 days of receipt for the payment of
expenses in the ordinary course of business, éoptlyment of debt of Guarantor or such Subsid@r§or reinvestment in the business of
Guarantor or such Subsidiary.

(f) Guarantor shall deliver to Beneficiary on regu@ut not more than once per year), a brief foeate from the principal executive officer,
principal financial officer or principal accountimgficer as to his or her knowledge of Guarantoosipliance during the period covered by
such report with all conditions and covenants &f &greement.

The covenants and agreements contained in thiso8ed shall terminate effective as of the datéutifand complete payment of the IRU F
to Beneficiary in accordance with the terms andsigions of the IRU Agreement.

17. Qualification to Special Covenants.. Any Guéamamaintaining an indenture qualified under thastindenture Act of 1939, as amended,
with at least $100 million of indebtedness outsiaggursuant thereto shall have the right, in die sliscretion, to re-execute and redeliver
this Agreement to Beneficiary omitting section T8 @ubstituting in its place a covenant substdptéjuivalent to section 16 of the similar
agreement executed by Level 3 Communications,dscuarantor, except referencing one of its pubtlentures and the sections thereof
equivalent to the matters addressed in the cumesion of section 16 of this Agreement. In additithe provisions of section 16 of this
Agreement or of any redelivered Agreement shathfeo force or effect during any period that, if&antor has publicly-traded common
stock, the total market value of Guarantor's ontditey common stock as determined on the basisosfra price (or, if Guarantor is privately
held, the total value of its outstanding commorlstas demonstrated to the reasonable satisfaatiBeneficiary) exceeds the amount
obtained when $1.5 billion is multiplied by the pentage set forth in paragraph 1(a) of this Agregme
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IN WITNESS WHEREOF, Guarantor and Beneficiary haaeh caused this Agreement to be duly executetiths day and year first above
written.

[Name of Permitted Guarantor],
as Guarantor

By
Title:

LEVEL 3 COMMUNICATIONS, LLC,
as Beneficiary

By
Title:
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ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q/A for the periodiagdseptember 30, 1998 and is

qualified in its entirety by reference to such &irz statements.

MULTIPLIER: 1,000,000

PERIOD TYPE 9 mo:t
FISCAL YEAR END Dec 31 199
PERIOD END Sep 30 199
CASH 652
SECURITIES 2,98(
RECEIVABLES 59
ALLOWANCES 0
INVENTORY 3
CURRENT ASSET¢ 3,772
PP&E 82€
DEPRECIATION 232
TOTAL ASSETS 4,93¢
CURRENT LIABILITIES 277
BONDS 2,14(
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 3
OTHER SE 2,17:
TOTAL LIABILITY AND EQUITY 4,93¢
SALES 17¢
TOTAL REVENUES 29¢€
CGS 78
TOTAL COSTS 13¢
OTHER EXPENSE¢ 23C
LOSS PROVISION 0
INTEREST EXPENSE 86
INCOME PRETAX (117
INCOME TAX (28)
INCOME CONTINUING (89)
DISCONTINUED 93z
EXTRAORDINARY 0
CHANGES 0
NET INCOME 84z
EPS PRIMARY 2.81
EPS DILUTED 2.81
End of Filing
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