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PROSPECTUS SUPPLEMENT
(To Prospectus Dated January 31, 2001)

LEVEL 3COMMUNICATIONS, INC.

$500,000,000 AGGREGATE PRINCIPAL AMOUNT OF 9% JUNIOR CONVERTIBLE
SUBORDINATED NOTESDUE 2012

500,000 SHARES OF SERIES B CONVERTIBLE PREFERRED STOCK
ISSUABLE UPON CONVERSION OF THE SUBORDINATED NOTES

SHARES OF COMMON STOCK ISSUABLE UPON CONVERSION OF
THE PREFERRED STOCK OR THE SUBORDINATED NOTES

Interest on the notes is payable on April 15, JHyOctober 15 and January 15 of each year, begjron October 15, 2002. The notes will
unsecured obligations of Level 3 and will be sulbmated in right of payment to all of our existingdsfuture senior and subordinated
indebtedness. The notes are convertible by hokteary time prior to maturity (unless certain egesdcur) into shares of our common stock
at a conversion price of $3.41 per share (subgeatjustment in certain events). This is equivalers conversion rate of approximately
293.255 shares per $1,000 principal amount of nd¥esalso have the right under certain circumstamceequire holders of the notes to
convert their notes for shares of our preferredkstoith similar terms to the notes. The notes wifiture on July 15, 2012.

At any time or from time to time on or after July, 2007, we may redeem the notes, in whole or ity pathe redemption prices set forth in
this prospectus supplement plus accrued and umpgaigst. Upon the occurrence of a change of cbtriggering event, as described in this
prospectus supplement, holders of the notes mayreegs (subject to certain conditions) to repusehtine notes at a price, in cash, equal to
101% of the principal amount plus accrued and uhpaerest.

Our common stock is quoted on the Nasdag Natioraakkt under the symbol "LVLT," and the last repdripeice of the common stock on
July 5, 2002, was $2.89 per share.

Investing in our Subordinated Notes, Preferred IStyxaCommon Stock involves risk. See "Risk Factdeginning on page S-8.

Per Note Total
Public Offering Price (1) 100.0% $ 500,000,000
Proceeds to Level 3 (after financial advisor fee, b ut before expenses) 97.6% $ 488,000,000
(1) Plus accrued interest from July 8, 2002, if set tlement occurs after that date.

The securities offered hereunder are offered dyrést the Company to a limited number of institui@b investors. It is expected that delivery
of the securities will be made on or about Jul2@)2.

The Securities and Exchange Commission and stateises regulators have not approved or disappidkiese securities or determined if
prospectus supplement or the accompanying prospectruthful or complete. Any representation te tlontrary is a criminal offense.

July 5, 2002



You should rely only on the information containedre@orporated by reference in this prospectus lumpent and the accompanying
prospectus. We have not authorized anyone to peoxad with different information. We are not makisg offer of these securities in any
state where the offer is not permitted. You shawltlassume that the information contained in ooliporated by reference in this prospectus
supplement or the accompanying prospectus is aecasaof any date other than the date on the @fotfiis prospectus supplement.
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INFORMATION REGARDING FORWARD LOOKING STATEMENTS

This prospectus supplement contains or incorpotatasference forward-looking statements. Thesedod-looking statements include,
among others, statements concerning:

0 our communications and information services legsnits advantages and our strategy for implemgititie business plan;
o anticipated growth and recovery of the commuiacatand information services industry;

o plans to devote significant management time apita&l resources to our business;

0 expectations as to our future revenues, margipenses and capital requirements;

o0 anticipated dates on which we will begin provglgertain services or reach specific milestongbeéndevelopment and implementation of
our business; and

o other statements of expectations, beliefs, futlaas and strategies, anticipated development®#med matters that are not historical facts.

You should be aware that these forward-lookingestaints are subject to risks and uncertaintiesydieg financial, regulatory,
environmental, industry growth and trend projecsiaihat could cause actual events or results terdifaterially from those expressed or
implied by the statements. The most important factioat could prevent us from achieving our stgeals include, but are not limited to, our
failure to:

o achieve and sustain profitability based on thglé@mentation of our advanced, international, feiesi based communications network based
on optical and Internet Protocol technologies;

0 overcome significant early operating losses;

o produce sufficient capital to fund our business;

o continue to develop financial and managementrotntas well as additional controls of operatingenses as well as other costs;
0 continue to attract and retain qualified manageraad other personnel;

o successfully complete commercial testing of neshihology and our information systems to suppost peducts and services, including
voice transmission services;

o ability to meet all of the terms and conditiofi®or debt obligations; and
o continue to develop and implement effective bessnsupport systems for processing customer cadergrovisioning.
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THE COMPANY

We are an international communications and infoiomagervices company offering a wide selectiones¥/ees including IP services,
broadband transport, colocation services and tihesiiny's first softswitch based services. We dffesrmation services through our wholly-
owned subsidiaries,

()Structure, Corporate Software and Software Spett (i)Structure is an Application InfrastructiPeovider that provides managed IT
infrastructure services and enables businessagsowrce IT operations.

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

SUMMARY OF THE TERMS OF THE NOTESAND THE PREFERRED STOCK

The following is a brief summary of select termgled notes, as well as of the preferred stockriet be issued, at our election, upon
conversion of the notes if certain conditions agt.rRor a more complete description of the termthe@fotes and the preferred stock, see the
sections of this prospectus entitled "DescriptibiNotes" and "Description of Preferred Stock."

THE NOTES

ISSUET..covvveeieieciei, Level 3 Communicati ons, Inc.

Notes Offered ................ $500,000,000 aggreg ate principal amount

of 9% junior conver
2012.

tible subordinated notes due

Offering

Price....cccovveeevennnnn. 100% of the princip al amount plus accrued
interest, if any, f rom July 8, 2002.

Maturity...........coeeeneee July 15, 2012.

Interest........cccoveeene Interest on the not es is payable quarterly, in
cash, on April 15, July 15, October 15 and
January 15 of each year, beginning on October
15, 2002, to holder s of record on the prior
April 1, July 1, Oc tober 1 and January 1.

Conversion..............c..... You may convert you r notes into shares of common

stock at a conversi
which is equal to a
approximately 293.2
$1,000 principal am
adjustment in certa

You may convert not
initial issuance an
business on Busines
their maturity date
forth above, unless
repurchased or conv
preferred stock. If
redemption or are s
conversion into sha
will be entitled to
common stock up to
the Business Day im
fixed for redemptio
into preferred stoc

on price of $3.41 per share,
conversion rate of

55 shares of common stock per
ount of notes, subject to

in events.

es at any time after their

d before the close of

s Day immediately before
at the conversion rate set
previously redeemed or
erted into shares of

your notes are called for
ubject to repurchase or

res of preferred stock, you
convert the notes into

and including, but not after,
mediately before the day

n or repurchase or conversion
k.



See "Description of Notes--Conversion Rights."

Subordination.......

.......... The notes are subor
existing and future
indebtedness, unles
indebtedness or obl
that such indebtedn
of payment to the n

We are a holding co
effectively subordi
our subsidiaries.

The notes indenture
ability or our subs
additional debt. Se
Notes--Subordinatio

Optional Redemption........... At any time or from

on or after July 15
the notes, in whole
redemption prices s
supplement plus acc
"Description of the

Mandatory Conversion........... We have the right,

Change of Control

conditions, at any
outstanding notes i
having an aggregate
to the aggregate pr
having a conversion
equal to the conver
for the notes. The
are described below
Preferred Stock." |
right, we will be r
but unpaid interest
Notes--Mandatory Co

............. If an event treated
triggering event oc
right, subject to c
restrictions, to re
a portion of your n
principal amount th
interest.

However, the subord
likely restrict our
notes prior to the
amounts outstanding
including our senio
and senior secured
be required to repu
of control triggeri
terms and provision
prohibit such repur
would constitute a
of our agreements,
restricted or prohi
"Description of Not
Holders Upon a Chan
Event."

S-3

dinated to all of our
senior and subordinated
s the terms of such
igation expressly provide
ess is not superior in right
otes.

mpany, and the notes will be
nated to all obligations of

does not restrict our
idiaries' ability to incur
e "Description of

n

time to time, at our option,

, 2007, we may redeem any of
or in part, at the

et forth in this prospectus

rued and unpaid interest. See

Notes--Optional Redemption."

subject to certain

time to convert all

nto shares of preferred stock
liquidation preference equal
incipal amount of notes, and
price and dividend rate

sion price and interest rate
terms of the preferred stock
. See also "Description of

n the event we exercise this
equired to pay any accrued
in cash. See "Description of
nversion."

as a change of control

curs, you will have the

ertain conditions and

quire us to repurchase all or
otes, in cash, at 101% of the
ereof plus accrued and unpaid

ination provisions would
ability to repurchase the
repayment in full of all

under our senior debt,

r notes, subordinated notes
credit facility. We will not
rchase the notes on a change
ng event if at such time the
s of any of our agreements
chase, or if the repurchase
breach or default under any
or if the repurchase is

bited by applicable law. See
es--Repurchase at Option of
ge of Control Triggering



Trading.....ccccceevvveenne Our common stock cu
Nasdag National Mar
We have not applied
for the listing of
stock on any securi

Risk Factors.................. See "Risk Factors"
important factors y
purchasing the note

THE PREFERRED STOCK

Securities Offered............ The preferred stock
shares of our commo
and conditions subs
notes.

Number of Securities Offered. 500,000 shares of o
preferred stock.

Liquidation Preference....... $1,000 per share.

Ranking...........ccoeeenn. The preferred stock
to dividend rights
winding up or disso

0 junior to:

o all existing
and

0 each class or
the terms of
or series wil
preferred sto

0 on a parity wit
capital stock t
such class or s
with the prefer

0 seniortoour S
common stock an
capital stock t
such class or s
preferred stock

Dividends............ccueu. Dividend payment ra
applicable liquidat
accruing from the b
dividend period.

Dividend payment da
July 15, October 15
commencing with the
the mandatory conve
from the most recen

Dividends shall be
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rrently trades on the

ket under the symbol "LVLT."
and do not intend to apply
the notes or the preferred
ties exchange.

to read about
ou should consider before
S.

will be convertible into
n stock and will have terms
tantially similar to the

ur series B convertible

ranks, with respect
and rights upon liquidation,
lution:

and future debt obligations;

series of our capital stock
which provide that such class
| rank senior to the

ck;

h each class or series of our
hat has terms providing that
eries will rank on a parity
red stock; and

eries A Preferred Stock, our
d each class or series of our
hat has terms providing that
eries will rank junior to the

te: annual rate of 9% of the
ion preference per share,
eginning of the relevant

tes: quarterly, on April 15,
and January 15 of each year,
first such date following

rsion date and thereafter

t dividend payment date.

paid in cash.



Dividends are cumul
issuance and, follo
after the mandatory
continue to accrue

We may pay dividend
available for such

Optional Redemption........... At any time or from

Mandatory Redemption.......... On July 15, 2012, w

Conversion.........

Voting Rights

on or after July 15
outstanding shares
redemption prices s
supplement plus acc
thereon. See "Descr
Stock--Optional Red

We may pay such red
funds legally avail

any outstanding sha
price per share equ
preference thereof
dividends.

We may pay such red
funds legally avail

........... Each share of prefe

convertible at the
conversion price of
equal to a conversi
293.255 shares of ¢
preferred stock. Up
unpaid dividends wi
the Company, in cas

The conversion pric
subject to adjustme
circumstances.

............ The holders of shar

entitled to the num
number of shares of
shares of preferred

For so long as any
remain outstanding,
consent of the hold
the shares of prefe
amend, alter or rep
rights or other pow
as to adversely aff
authorization or is
or series ranking p
as to payment of di
liquidation, dissol
deemed to adversely
preferred stock.
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conversion date, will
whether or not declared.

s only out of funds legally
payment.

time to time, at our option,

, 2007, we may redeem any
of preferred stock at the

et forth in this prospectus
rued and unpaid dividends
iption of the Preferred
emption."

emption price only out of
able for such payment.

e will be required to redeem
res of preferred stock at a
al to the liquidation

plus accrued and unpaid

emption price only out of
able for such payment.

rred stock will be

option of the holder at a
$3.41 per share, which is

on rate of approximately
ommon stock per share of

on conversion all accrued but
Il be paid, at the option of

h or shares of common stock.

e and conversion rate will be
nt under certain

es of preferred stock will be
ber of votes equal to the

common stock into which such
stock are convertible.

shares of preferred stock
we shall not, without the
ers of at least a majority of
rred stock then outstanding,
eal the preferences, special
ers of the preferred stock so
ect the holders. The

suance of shares of any class
rior to the preferred stock
vidends or distributions on
ution or winding up will be
affect the holders of



Change of Control

........... If an event treated

triggering event oc
of preferred stock
to certain conditio
require us to repur
of the holder's pre
share, in cash, equ
preference thereof,
dividends.

We may pay such rep
funds legally avail

will not be require
preferred stock on
triggering event if
provisions of any o
such repurchase, or
constitute a breach
agreements, or if t

or prohibited by ap
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ns and restrictions, to

chase any outstanding shares
ferred stock at a price per

al to 101% of the liquidation
plus accrued and unpaid

urchase price only out of

able for such payment. We

d to repurchase any shares of
a change of control

at such time the terms and

f our agreements prohibit

if the repurchase would

or default under any of our
he repurchase is restricted
plicable law.



RISK FACTORS

Before you invest in these securities, you shoaleéftilly consider the following risks in additiom the risks set forth in our Current Report
Form 8-K/A dated November 9, 1999, which is incogted in the accompanying prospectus by reference.

Our subsidiaries must make payments to us in dadars to make payments on the notes and the peefstock.

We are a holding company with no material assétsrdhan the stock of our subsidiaries. Accordinglg depend upon cash payments from
our subsidiaries to meet our payment obligatiomduiding our obligation to pay you as a holder offies or preferred stock. Our subsidiaries
may not generate earnings sufficient to enable msaet our payment obligations. Our senior secaredit facility imposes significant
restrictions on the ability of our subsidiariesniake distributions or other payments to us. In i our subsidiaries may enter into debt
agreements in the future that contain similar ietgns.

The notes will rank below our existing and futuemisr and subordinated debt, and we may be unalskpiy our obligations under the no

The notes will be unsecured and subordinated ht 0§ payment to all of our existing and futureisermnd subordinated debt. Because the
notes are subordinated to our senior and subosdirdgbt, in the event of:

o our bankruptcy, liquidation or reorganization,
o the acceleration of the notes due to an evedéfafult under the indenture, or
o certain other events,

we will make payments on the notes only after weetsatisfied all of our senior and subordinated déligations. Therefore, we may not
have sufficient assets remaining to pay amountsodueny or all of the notes. As of March 31, 2008,had approximately $5.662 billion of
outstanding senior and subordinated debt, incluBih@25 billion of our subsidiaries' debt guaradtbg us, and our subsidiaries had $650
million in additional borrowings available undeetkenior secured credit facility guaranteed byrua eenior basis. Our senior secured credit
facility is secured by substantially all of our @fssand, subject to certain exceptions, all ofaseets of our wholly-owned domestic
subsidiaries.

In addition, all payments on the notes will be pbithd in the event of a payment default on searcsubordinated debt obligations and may
be prohibited in the event of some non-paymentuefaccording to the terms of the notes and oistiag senior and subordinated debt
obligations.

We may only make payments on the preferred stopkrifitted under our debt agreements and if we legadly available funds.

Our ability to pay cash dividends on, or repurchelssres of, our preferred stock is limited undertérms of our indebtedness and senior
secured credit facility. Under the certificate esaynations for the preferred stock, we may notgaydividends if such payment is prohibi
by any of our agreements relating to our indebtssin addition, even if the terms of senior sedwredit facility and indentures governing
our senior and subordinated indebtedness allow pay cash dividends or to repurchase shares gfrefgrred stock, we may make such
payments under Delaware law only from our "surpltisé excess of our total assets less the sumrdbtal liabilities plus the amount of our
capital, as determined by our board of directors)et profits from the current or preceding fisgahr. As of March 31, 2002 we had a
stockholders' deficit of approximately $65 milliand a net loss for the fiscal year ended Decembe2@1 of approximately $4.978 billion,
and therefore were prohibited as of that date fpaying cash dividends or repurchasing shares opaferred stock under Delaware law.
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Because the notes and the preferred stock arewgtallg subordinated to the obligations of our sdiagies, you may not be fully repaid if we
become insolvent.

Substantially all of our operating assets are delectly by our subsidiaries. Holders of our sulmsi@s' preferred stock and creditors of an'

our subsidiaries, including trade creditors, have &ill have claims relating to the assets of ghdisidiary that are senior to the notes, the

preferred stock and each issue of our outstanditesnAs a result, the notes, the preferred stodkeach issue of our outstanding debt are
structurally subordinated to the debt, preferregisind other obligations of our subsidiaries. leasdof the notes and the preferred stock |

no claim to the assets of any of our subsidiaries.

Because the notes that you hold are unsecurednggunot be fully repaid if we become insolvent.

The notes will not be secured by any of our assetair subsidiaries' assets. The indentures regléatithe notes and our outstanding notes
permit us to incur secured debt. Our subsidiadleiyations under our senior secured credit facdite secured by substantially all of our
assets and are guaranteed by us. If we becameensdhe holders of any secured debt would regeayenents from the assets used as
security before you receive payments.

We have substantial existing debt and may incwréutiebt, so we may be unable to make paymentseonates and the preferred stock.

As of March 31, 2002, we had on a consolidatedsbegproximately $6.011 billion of total indebtedsidsoth long-term and short-term, and
our subsidiaries had $650 million in additionaltoerings available under our senior secured creditify. The indentures relating to the
notes and each issue of our outstanding notes pasnd incur substantial additional debt. A subttéh level of debt makes it more difficult
for us to repay you. Substantial amounts of ousteng debt will, and our future debt may, maturiepto the date we are required to repay or
redeem the notes.

We may be unable to generate cash flow from whaainake payments on the notes and the preferrel. stoc

We had deficiencies in our ratios of earnings txedi charges and preferred stock dividends of ajpmiately $5.453 billion for the fiscal year
2001 and approximately $1.506 billion for the fispaar 2000. We expect to incur substantial netatpey losses for the foreseeable future.
We may not become profitable or sustain profitapil the future. Accordingly, we may not have giént funds to make payments on the
notes and the preferred stock.

If we experience a change in control triggeringréveve may be unable to purchase the notes orrpeefstock you hold as required under
indenture or the certificate of designations.

Upon the occurrence of certain change of contiggéring events, we must make an offer to purclhdissutstanding notes and preferred
stock at a purchase price equal to 101% of thecipd@h amount of the notes or liquidation prefereatthe preferred stock, as the case ma
plus accrued interest or dividends. We may not tsafcient funds to pay the purchase price or negigon price for all notes or shares of
preferred stock tendered by holders seeking top¢he offer to purchase. In addition, the indeasurelating to the notes and each issue of
our outstanding notes, the senior secured credlitfgand our other debt agreements may requiruspurchase the other debt upon a
change in control or may prohibit us from purchgsamy notes or shares of preferred stock befoiie steted maturity, including upon a
change of control. See "Description of Notes--Repase at Option of Holders Upon a Change of Coiiiggering Event" and "Description
of Preferred Stock--Change of Control Triggeringe&t/"

Our senior secured credit facility may prohibitftem making payment on the notes.

Our senior secured credit facility generally doespermit us or our subsidiaries to make paymentarny outstanding indebtedness other
regularly scheduled interest and principal paymastand when due. As a result, our senior secueslit ¢acility would prohibit us from
making any payment on the notes in the event that
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the notes are accelerated or tendered for redemption a change in control. Any such failure to enpltyments on the notes would cause us
to default under our indentures, which in turnikelly to be a default under the senior secureditfadility and other outstanding and future
indebtedness.

There may be no public market for the notes oiptieéerred stock, so you may be unable to sell diesor the preferred stock.

The notes, and the preferred stock issued upomeecsion of the notes, are new issues of secufaieghich there is currently no market.
Furthermore, we do not intend to apply for listofghe notes or the preferred stock on any seesrixchange or for the inclusion of the ni
or the preferred stock in any automated quotatystesn. Consequently, you may be unable to sell potes or preferred stock.

We cannot predict the extent to which investortgrigst will lead to a liquid trading market in @ththe notes or the preferred stock, or
whether the market prices of the notes and theepd stock will be volatile. The liquidity of angading market in the notes or the preferred
stock and the market price quoted for the noteshares of preferred stock may be adversely affdmtadirious factors, including the failure
of an active market to develop, fluctuations in pievailing interest rates, changes in the ovenallket for these securities, and changes ii
prospects of companies in our industry generallgusrcompany in particular. In addition, our opemgtresults and prospects could from time
to time be below the expectations of public madglysts and investors, which could adversely affablic perception of our
creditworthiness and, therefore, the trading poicihe notes or the preferred stock. The tradingegrof the notes and the preferred stock
could also be significantly affected by the mankeéte of our common stock, which has fluctuateahifigantly since it became publicly trad
and may continue to do so in the future.

As a result of the factors discussed above, a mméskeither the notes or the preferred stock idaygon a conversion of the notes may not
develop or, if it does, may not be maintained.

If you convert any notes or preferred stock into @mmon stock, the value of the common stock wmeive may fluctuate significantly.

Since our common stock has been publicly tradsdnérket price has fluctuated significantly and roagtinue to do so in the future.
Significant fluctuations in the market price of @mammon stock may occur in response to variousfaend events, including, among other
things:

o the depth and liquidity of the trading market éor common stock;

o quarterly variations in actual or anticipated maieg results;

o changes in estimates by securities analysts;

o market conditions in the communications and imi@tion services industry;

0 announcements and performance by competitors;

o regulatory actions; and

0 general economic conditions.

The terms of our debt agreements restrict us frakimg payments with respect to our common stock.

Our ability to pay cash dividends on, or repurchalssres of, our common stock is limited under #mms$ of our indentures and senior sec
credit facility. We do not currently intend to pagy cash dividends on our common stock in the &able future.

S9



Certain Foreign Holders may be subject to adver&e féderal income tax consequences.

Generally, if a Foreign Holder, as defined undeert@in United States Federal Income Tax Considerafl disposes of a note, that holder
must treat such gain as income effectively conmbwfith a U.S. trade or business if we were a "UWhiBgates real property holding
corporation” at any time during the shorter offilve years before the disposition or the holdingqutof the holder. We may be, or may
become, a United States real property holding catjum. If the notes were considered to be "redykaaded"” on an "established securities
market" within the meaning of Treasury Regulatidhen this rule would only apply to a Foreign Holtteat owns, actually or constructively,
at any time during the period described in the entence of this paragraph more than 5% of tfaé fimir market value of the notes
outstanding. See "Certain United States FederahiiecTax Considerations--Foreign Holders."

You will experience immediate dilution if you contzgour notes or preferred stock into common stoekause the per share conversion price
of your notes or preferred stock is higher thanrtbetangible book value per share of our commookst

If you convert your notes or shares of preferredlsinto shares of common stock, you will expereemamediate dilution because the per
share conversion price of your notes or sharesedéped stock is higher than the net tangible bealke per share of the outstanding
common stock immediately after this offering. Irddithn, you will also experience dilution when vasile additional shares of common stock
that we are permitted or required to issue undéog, warrants, our stock option plan or other ke or director compensations plans.

USE OF PROCEEDS

Our net proceeds from this offering will be approately $488 million less applicable offering expesiawvhich we will use for general
corporate purposes, including potential acquisgtigriating to industry consolidation opportunitieapital expenditures and working capital.
Pending this utilization, we intend to invest thed proceeds of this offering in short-term investise
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RATIO OF EARNINGSTO FIXED CHARGES

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

Th ree Months Ended
March 31, Fiscal Year Ended Dece mber 31,

2002 2001 2001 2000 1999 199 8 1997
Ratio of earnings to fixed charges - - - - - -

For this ratio, earnings consist of earnings (I&&fpre income taxes, minority interest and disomgd operations plus fixed charges
excluding capitalized interest. Fixed charges cirdfiinterest expensed and capitalized, plus tégm of rent expense under operating
leases deemed by us to be representative of taegttfactor. We had deficiencies of earningsxedicharges of $326 million for the three
months ended March 31, 2002, $543 million for the¢ months ended March 31, 2001, $5.453 billieriHe fiscal year ended December 31,
2001, $1.506 billion for the fiscal year ended Daber 31, 2000, $689 million for the fiscal year eddecember 31, 1999 and $36 million
for the fiscal year ended December 31, 1998.
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DESCRIPTION OF NOTES

The notes will be issued under an indenture dadesf eptember 20, 1999 between Level 3 and Th& BBNew York as successor to IBJ
Whitehall Bank & Trust Company, as trustee, therfaf which is filed as an exhibit to the registoatistatement of which the accompanying
prospectus is a part, and a third supplementahinge to be dated as of July 8, 2002 between L&waeld the trustee. Wherever particular
defined terms of the notes indenture (includingrthes) are referred to, such defined terms a@racated herein by reference (the notes are
referred to in the notes indenture as "Securitiédig following summaries of certain provisiongltoé notes indenture do not purport to be
complete and are subject to, and are qualifietiéir entirety by reference to, the detailed pravrisiof the notes and the notes indenture,
including the definitions therein of certain terms. used in this description, references to "was," "our" or "Level 3" do not include any
current or future subsidiary of Level 3.

General

The notes will be unsecured, direct, general, jusidordinated obligations of Level 3, will be lbad to $500 million aggregate principal
amount and will mature on July 15, 2012. Paymemaliof the principal amount of the notes will Hae on July 15, 2012 at a price of 100%
of the principal amount thereof.

The notes will bear interest at a rate of 9% fraty 8, 2002, or from the most recent Interest Paynbate to which interest has been paid or
provided for, payable quarterly on April 15, July, Dctober 15 and January 15 of each year, commg@ttober 15, 2002, until the
principal thereof is paid or made available forpayt, to the person in whose name the note isteggib at the close of business on the
preceding April 1, July 1, October 1 or Januargdthe case may be.

The notes will be convertible into shares of Le¥slcommon stock initially at the conversion pistated on the front cover of this prospectus
supplement, subject to adjustment upon the occeerehcertain events described under "--ConverRigihts," at any time following the

initial issue date of the notes and before theectifshusiness on the Business Day immediately diegeluly 15, 2012, unless previously
redeemed or repurchased or converted, as speb#led/ under "--Repurchase at Option of Holders Upd@hange of Control Triggering
Event," "--Optional Redemption" and "--ConversioigRs--Mandatory Conversion."

The notes are subject to repurchase by Levell3eadption of the holders, as described below uftdBepurchase at Option of Holders Upon
a Change of Control Triggering Event."

Level 3 may require the holders to convert thetemanto shares of our preferred stock, as destabeer "--Conversion Rights--Mandatory
Conversion."

The principal of, premium, if any, and interesttha notes will be payable, and the notes may besdered for registration of transfer,
exchange and conversion, at the office or agentlyeofrustee in the Borough of Manhattan, The Gitiew York. In addition, payment of
interest may, at the option of Level 3, be madetmck mailed to the address of the person entitiekto as it appears in the Security
Register. See "--Payment and Conversion."

Level 3 initially will appoint the trustee at ito€porate Trust Office as paying agent, transfenggegistrar and conversion agent for the
notes. In such capacities, the trustee will beorsible for, among other things, (1) accepting sidde exchange and registration of transfer,
(2) ensuring that payments of principal, premiuinany, and interest received by the trustee frowel8 in respect of the notes are duly paid
to holders, (3) transmitting to Level 3 any notifresn holders of the notes, (4) accepting conversiotices and related documents and
transmitting the relevant items to Level 3, andd@lvering certificates for common stock or preéerr stock issued upon conversion of the
notes.

Level 3 will cause the transfer agent to act asgéstrar and will cause to be kept at the officewdh transfer agent a register in which, sut
to such reasonable regulations as it may presdrinesl 3 will provide for registration of transfep§ the notes. Level 3 may vary or terminate
the appointment of any paying agent, transfer
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agent or conversion agent, or appoint additionaitber such agents or approve any change in timedffrough which any such agent acts,
provided that there shall at all times be maintaibg Level 3, a paying agent, a transfer agentaacohversion agent in the Borough of
Manhattan, The City of New York. Level 3 will causetice of any resignation, termination or appoietiof the trustee or any paying agent,
transfer agent or conversion agent, and of anygianthe office through which any such agent adfl, to be provided to holders of the
notes.

No service charge will be made for any registratibiransfer or exchange of notes, but Level 3 meyire payment of a sum sufficient
cover any tax or other governmental charge payialtennection therewith.

Form, Denomination, Transfer and Exchange

Notes will be issued only in fully registered formithout interest coupons, in minimum denominatioh$1,000 and integral multiples
excess thereof. Notes sold in the offering wilidmuied only against payment therefor in immediagelilable funds.

The notes initially will be represented by one arennotes in definitive form, without interest cong.
Payment and Conversion

The principal of the notes will be payable in UdBllars, against surrender thereof at the Corpadraist Office of the trustee in the Borough
of Manhattan, The City of New York, in U.S. currgrzy dollar check or by transfer to a dollar acdomaintained by the holder with a bank
in New York City. Payment of interest on a note rbaymade by dollar check mailed to the addreskBeoperson entitled thereto as such
address shall appear in the Security Registenpm written application by the holder to the SdguRegistrar setting forth instructions not
later than the relevant Record Date, by transferdollar account maintained by the holder wittaakoin the United States.

Under the terms of the notes indenture, Level 3thadrustee will treat the persons in whose naimesiotes are registered as the owners
thereof for the purpose of receiving such paymantsfor any and all other purposes whatsoever.

Any payment on a note due on any day that is lBBisiness Day need not be made on such day, bubmmade on the next succeeding
Business Day with the same force and effect asderon such due date, and no interest shall aocrsach payment for the period from and
after such date. "Business Day," when used witha&sto any place of payment, place of conversicang other place, as the case may be,
means each Monday, Tuesday, Wednesday, Thursdayraday that is not a day on which banking insiitng in such place of payment,
place of conversion or other place, as the caselreagre authorized or obligated by law or exeeutirder to close.

Notes may be surrendered for conversion at thedatp Trust Office of the trustee in the BorougiMaihattan, The City of New Yor
Notes surrendered for conversion must be accomgdnyi@ conversion notice and any payments in résgecterest, as applicable,
described below under "--Conversion Rights."

All moneys (1) deposited with the trustee or anyipg agent or (2) then held by Level 3 in trustttoe payment of principal, premium, if ar
or interest on any notes which remain unclaimeti@end of two years after such payment has bedomand payable will be repaid to
Level 3, and the holder of such note will therealitek only to Level 3 for payment thereof.

Conversion Rights
Optional Conversion

The holder of any note will have the right, at ttedder's option, to convert any portion of the pifiral amount of a note that is an integral
multiple of $1,000 into shares of common stockrst @me following the original issue date of thete®and prior to the close of business on
the Business Day immediately preceding the

S-13



maturity date, unless previously redeemed or rédm@msed or converted. See "--Optional RedemptiorReépurchase at Option of Holders
Upon a Change of Control Triggering Event" and bnaersion Rights--Mandatory Conversion." The haddeave the right to convert each
$1,000 principal amount of notes into such numbeshares of common stock as determined by divi$ib@00 by the Conversion Price then
in effect (the "Conversion Rate"). The right to gert a note will terminate (1) with respect to amte delivered for repurchase, at the clos
business on the Business Day immediately precatim@epurchase Date, for such note, unless Legtefallts in making the payment due
upon repurchase (2) if Level 3 has called the fmteedemption, at the close of business on thariggs Day immediately preceding the date
fixed for redemption and (3) if Level 3 has exeecishe mandatory conversion right, at the clodeusiness on the Business Day immediately
preceding the mandatory conversion date.

The right of conversion attaching to any note mayekercised by the holder by delivering the noth@tCorporate Trust Office of the trustee
in the Borough of Manhattan, The City of New Yoakcompanied by a duly signed and completed noficeroversion, a copy of which may
be obtained from the trustee. The conversion ddtdethe date on which the note and the duly sthand completed notice of conversion
are so delivered. As promptly as practicable oaftar the conversion date (in any event within 1&iBess Days), Level 3 will issue and
deliver to the trustee a certificate or certificater the number of full shares of common stockasde upon conversion, together with, at
Level 3's option, payment in lieu of any fractidnacshare or the issuance of an additional shareh 8ertificate or certificates will be sent by
the trustee to the Conversion Agent for deliveryh holder. The shares of common stock issualde apnversion of the notes, in
accordance with the provisions of the notes indentwill be fully paid and nonassessable and vslbaank pari passu with the other share
the common stock outstanding from time to time.

Holders that surrender notes for conversion onte it is not an Interest Payment Date are ndtezhto receive any interest for the period
from the next preceding Interest Payment Date déaltite of conversion, except as described beloweder, holders of notes on a Regular
Record Date, including notes surrendered for caiwrrafter the Regular Record Date, will receiveititerest payable on such notes on the
next succeeding Interest Payment Date. Accordiragly,note surrendered for conversion during theogdrom the close of business on a
Regular Record Date to the opening of businest®méxt succeeding Interest Payment Date mustdmrgmanied by payment of an amount
equal to the interest payable on such Interest BayDate on the principal amount of notes beingeswtered for conversion; provided,
however, that no such payment will be required upp@nconversion of any note, or portion thereddt ik eligible to be delivered for
repurchase or called for redemption if, as a rethdt right to convert such note would terminatérduthe period between such Regular
Record Date and the close of business on the negesding Interest Payment Date.

No other payment or adjustment for interest, orafiay dividends in respect of common stock, willhiiede upon conversion. Holders
common stock issued upon conversion will not béledtto receive any dividends payable to holdérsoonmon stock as of any record date
before the close of business on the conversion Natéractional shares will be issued upon conwersiut, in lieu thereof, at Level 3's option,
an appropriate amount will be paid in cash by L&rbased on the market price of the common stottkeatlose of business on the date of
conversion or the number of shares issued uponersion will be rounded upward to the next whole hem

A holder delivering a note for conversion will iz required to pay any taxes or duties in respietteoissue or delivery of common stock on
conversion. However, Level 3 shall not be requireday any tax or duty that may be payable in refspiany transfer involved in the issue
delivery of the common stock in a name other thwat of the holder of the note. Certificates repnéisg shares of common stock will not be
issued or delivered unless the person requestictyisaue has paid to Level 3 the amount of any sachr duty or has established to the
satisfaction of Level 3 that such tax or duty hasrbpaid.

The Conversion Price is subject to adjustment itageevents, including without duplication:

(a) certain issuances or sales, or deemed issuansates, of common stock for a considerationspare less than both (x) the Average
Current Market Price (determined as provided inrtbies indenture) of the common stock as of the dasuch issue or sale and (y) the
Conversion Price then in effect;
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(b) dividends, and other distributions, payableammon stock on shares of stock of Level 3;

(c) the issuance to all holders of common stocdkghfts, options or warrants entitling them to sutisefor or purchase common stock (or
securities convertible into common stock) at lésmtboth (x) the then Average Current Market P(itsdermined as provided in the notes
indenture) of such common stock as of the recotd fta holders entitled to receive such rightsjap or warrants and (y) the Conversion
Price then in effect;

(d) subdivisions, combinations and reclassificatiohcommon stock; and

(e) distributions to all holders of common stoclewfdences of indebtedness of Level 3, sharespifatatock or assets, including securities,
but excluding those dividends, rights, options,namats and distributions referred to in clausesafig (c) above.

No adjustment to the Conversion Price will be magen issuances of common stock pursuar

0 any stock option plan for the benefit of our eoygles;

o options, warrants and conversion rights existia@f the Initial Issuance Date;

o the conversion of the notes or preferred stodkesale of any additional notes;

o0 issuances of common stock in a public offering;

o0 issuances of common stock in connection withtaoma fide acquisitions of assets or securitiesofteer person or entity; or
0 an exchange for our outstanding debt securities.

In case of any consolidation or merger of Levelithwr into another person or any merger of anoffeeson into Level 3, other than a merger
which does not result in any reclassification, @nsgion, exchange or cancellation of the commorkstarcin the case of any sale or transfe

all or substantially all of the assets of Leveé&ch note then outstanding will, without the coheénhe holder of any note, become
convertible only into the kind and amount of setiesi cash and other property receivable upon sankolidation, merger, sale or transfer by
a holder of the number of shares of common stoickvrhich such note was convertible immediately ptiereto, assuming such holder of
common stock failed to exercise any rights of é&cand that such note was then convertible.

If at any time Level 3 makes a distribution of pedy to its shareholders that would be taxablaitthshareholders as a dividend for United
States federal income tax purposes, e.g., disinibsibf evidences of indebtedness or assets ofl I3gumit generally not stock dividends on
common stock or rights to subscribe for commonlstand, pursuant to the anti-dilution provisiongte# notes indenture, the number of
shares into which notes are convertible is incrgasech increase may be deemed for United Stadesdieincome tax purposes to be the
payment of a taxable dividend to holders of noBes "Certain United States Federal Income Tax @ersiions."

Mandatory Conversion

Level 3 has the right, subject to the conditioneweto convert all outstanding notes into sharesu preferred stock having a liquidation
preference equal to the principal amount of thesiaind having a conversion price and dividendaqtel to the conversion price and interest
rate for the notes. Any accrued but unpaid interélsbe paid in cash at the time the notes areveaed into preferred stock. The preferred
stock will be issued under a certificate of destgmes in the form attached to the notes indentiihe preferred stock will be convertible into
shares of our common stock and will otherwise rawas and conditions substantially similar to tées, except as described below under
"Description of Preferred Stock."
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Level 3 is only able to exercise the mandatory eosion right if:
o Level 3's board of directors in good faith detieies, as of the effective date of the mandatorywemsion that:
o there are legally available funds for paymendisfdends on the preferred stock for the foreseeflilre; and

o neither the mandatory conversion nor the perfoceaf the terms of the preferred stock, includmgissuance of common stock upon
conversion of the preferred stock, is prohibitedhmsy terms and provisions of any of its agreementfyding any agreement or instrument
relating to its indebtedness or Level 3's certiéoaf incorporation or bylaws, or if the mandatoonversion would constitute a breach ther
or a default thereunder, or if the making of thendatory conversion shall be restricted or prohibltg any applicable law, rule or regulation;
and

o Level 3 shall have obtained an opinion of coufreeh a nationally recognized law firm experiendedederal tax matters that holders of
notes will not recognize income, gain or loss ftdral income tax purposes as a result of such atarydconversion, except with respect to
the payment of any accrued but unpaid interest.

Level 3 may only exercise the mandatory conversgit in whole and not in part.

If Level 3 exercises the mandatory conversion rigbtzel 3 will provide notice to the trustee natde¢han 30 nor more than 60 days preceding
the date Level 3 desires the mandatory conversidie teffective (the "mandatory conversion date2ftirsg forth:

o Level 3's election to exercise the mandatory eosion right;

o a description of the amount of preferred stockdalelivered in respect of the notes;

o the place or places where certificates for thesare to be surrendered for mandatory conversion;
o that the interest on the notes to be convertatl sbase to accrue on the mandatory conversia dat
o the mandatory conversion date.

Level 3 will cause the preferred stock to be detdeto the trustee in preparation for the mandatorywersion no later than 5 Business Days
prior to the mandatory conversion date.

If Level 3 exercises the mandatory conversion rightivery of the preferred stock to the holdershef notes to be converted will be
conditioned upon delivery of the certificates reggrgting, or other indicia of ownership of, suchesaoftogether with any necessary
endorsements) to the trustee at any time (whetfi@r fo, on or after the mandatory conversion dafegr notice of the exercise of the
mandatory conversion right is given to the trusteesuch event, such preferred stock will be detdeto each holder of notes to be converted
no later than the later of:

o the mandatory conversion date or
o the time of delivery or transfer of the certitiesi representing, or other indicia of ownershimotges to the trustee.
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If, following any exercise of the mandatory convensright, the trustee holds preferred stock ipees of all the outstanding notes, then at the
close of business on such mandatory conversion @atether or not the certificates representingytber indicia of ownership of, notes are
delivered to the trustee:

o Level 3 will become the owner and record holdesuzh notes;

o the holders of such notes shall have no furtigbts with respect to the notes other than thet igiheceive the preferred stock upon delivery
of the certificates representing, or other ind@fi@wnership of, the notes and the right to recgi@gment in cash of any accrued but unpaid
interest on the notes;

o interest on the notes to be converted will céasecrue on the mandatory conversion date whetheot certificates for the notes are
surrendered for conversion on the mandatory corvedate; and

o certificates representing the notes will be ergdea for certificates representing the preferredisto be delivered upon such mandatory
conversion.

In the event that delivery of the preferred stoak dn the mandatory conversion date is impropeitlgheld or is refused and not paid by the
trustee or by us, distributions on the notes vahtinue to accrue from the mandatory conversior ttathe actual date of delivery. On the
mandatory conversion date all accrued but unpaéatest from the last Interest Payment Date wilpagl in cash.

The liquidation preference of the preferred stodklve limited to the principal amount of the notmgstanding on the effective date of the
mandatory conversion.

Subordination

The payment of the principal of, premium, if angdanterest on the notes, including amounts payablany redemption or repurchase of the
notes, will be subordinated in right of paymenttte extent set forth in the notes indenture toptti@r full and final payment in cash of all
Senior Debt of Level 3. "Senior Debt" means thagpal of, premium, if any, and interest, includialfjinterest accruing subsequent to the
commencement of any bankruptcy or similar proceggdivhether or not a claim for post-petition intériesallowable as a claim in any such
proceeding, on, and all fees and other amountsh@aya connection with, the following, whether alde or contingent, secured or unsect
due or to become due, outstanding on the dateeafidkes indenture or thereafter created, incurregsumed:

(a) indebtedness of Level 3 evidenced by a creddan agreement, note, bond, debenture or othiewiobligation, including Level 3's
existing and future senior and subordinated debt;

(b) all obligations of Level 3 for money borrowed;

(c) all obligations of Level 3 evidenced by a notesimilar instrument given in connection with #equisition of any businesses, propertie
assets of any kind,;

(d) obligations of Level 3 (1) as lessee underdsasquired to be capitalized on the balance stig¢be lessee under generally accepted
accounting principles and (2) as lessee under ¢glases for facilities, capital equipment or redadssets, whether or not capitalized, entered
into or leased for financing purposes;

(e) all obligations of Level 3 under interest ratel currency swaps, caps, floors, collars, hedgeeawents, forward contracts or similar
agreements or arrangements;

(f) all obligations of Level 3 with respect to lets of credit, bankers' acceptances and simildities, including reimbursement obligations
with respect to the foregoing;
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(9) all obligations of Level 3 issued or assumethasdeferred purchase price of property or sesyibat excluding trade accounts payable
accrued liabilities arising in the ordinary coucfdusiness;

(h) all obligations of the type referred to in das (a) through (g) above of another person arthvédlends of another person, the payment of
which, in either case, Level 3 has assumed or gteed, or for which Level 3 is responsible or legldirectly or indirectly, jointly or
severally, as obligor, guarantor or otherwise, bicl is secured by a lien on the property of Le;ednd

(i) renewals, extensions, modifications, replacameestatements and refundings of, or any indeleeslor obligation issued in exchange for,
any such indebtedness or obligation describedainses (a) through (h) of this paragraph;

provided, however, that Senior Debt shall not idelthe notes or any such indebtedness or obligétiba terms of such indebtedness or
obligation, or the terms of the instrument undercltor pursuant to which it is issued, expresshyjte that such indebtedness or obligation
is not superior in right of payment to the notes.

No payment in respect of the notes, whether onwadanf principal of or premium, if any, or interest, or redemption or repurchase of,
notes or otherwise (other than with the money, sees or proceeds held under any defeasancedstiablished in accordance with the notes
indenture, provided that the establishment of siefeasance trust is permitted by the terms ofeti@ Debt) may be made by Level 3 if (1)
a default in the payment of principal, premiurmaurify, or interest, including a default under anyeregtion or repurchase obligation, or other
amounts with respect to Senior Debt occurs orii@)aher default occurs and is continuing with extfo Senior Debt that permits the
holders thereof to accelerate (with notice, lagsine or both) the maturity thereof. Payments lom motes may and shall be resumed (@) in
the case of a payment default, upon the date oohaich default is cured or waived and (b) in tsecof a nonpayment default, the date on
which such nonpayment default is cured or waivetidfmaturity of such Senior Debt has not beenlacted.

In addition, upon any acceleration of the princigha¢ on the notes as a result of an Event of Diefaydayment or distribution of assets of
Level 3 to creditors upon any dissolution, winding liquidation or reorganization, whether volugtar involuntary, marshaling of assets,
assignment for the benefit of creditors, or in bapkcy, insolvency, receivership or other similaogeedings, of Level 3, all principal,
premium, if any, interest and other amounts payablall Senior Debt must be paid in full in caslfobe the holders of the notes are entitled
to receive any payment (other than with the mosegurities or proceeds held under any defeasamstesstablished in accordance with the
notes indenture, provided that the establishmestioh defeasance trust is permitted by the ternadl 8enior Debt). By reason of such
subordination, in the event of insolvency, creditof Level 3 who are holders of Senior Debt mayvec more, ratably, than the holders of
the notes, and such subordination may result @daation or elimination of payments to the holdefrthe notes. On March 31, 2002, Level 3
had approximately $5.662 billion of outstanding iBeebt, including $1.125 billion of our subsides' debt guaranteed by Level 3, and
Level 3's subsidiaries had $650 million in addiibbhorrowings available under the senior secureditfacility guaranteed by Level 3 on a
senior basis.

Substantially all of our operating assets are delectly by our subsidiaries. Holders of any preddrstock of any of our subsidiaries and
creditors of any of our subsidiaries, includingdeacreditors, have and will have claims relatingh®assets of that subsidiary that are senior
to the notes. As a result, the notes will be stmadly subordinated to all preferred stock, indélbiss and other liabilities, including trade
payables and lease obligations, of Level 3's sidrgid and any right of Level 3 to receive any &sséits subsidiaries upon their liquidation
or reorganization, and the consequent right ohthlders of the notes to participate in those asagiide effectively subordinated to the
claims of that subsidiary's creditors, includingde creditors, except to the extent that Leveddfiis recognized as a creditor of such
subsidiary, in which case the claims of Level 3 ldatill be subordinate to any security interesthia assets of such subsidiary and any
indebtedness of such subsidiary senior to that ineldevel

3. Borrowings under Level 3's senior secured cifeditity are indebtedness of our subsidiaries,saingcturally senior to the notes, and are
secured by substantially all of Level 3's asseth anbject to certain exceptions, the assets oflL&s wholly-owned domestic subsidiaries. In
addition, the secured credit facility restricts #i#lity of Level 3's subsidiaries to pay divideradsl make loans and advances to Level 3.
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The notes indenture does not limit the ability ef/el 3 or any of its subsidiaries to incur addigibimdebtedness, including Senior Debt.
Optional Redemption

At any time or from time to time on or after July, 2007, Level 3 may, at its option, redeem thesiah whole or in part, at the following
redemption prices (expressed as a percentagerafipal amount), in each case plus accrued and dmptgirest, if any, to the date of such
redemption, if called for redemption during the liwegemonths beginning July 15th of the years indidatelow.

Redemption
Year Price

104.50%
103.00%
101.50%
100.00%

If less than all of the notes are to be redeemeahyatime, selection of notes for redemption willihade on a pro rata basis, provided that no
notes of $1,000 in principal amount or less shaltddeemed in part. A new note in principal am@aspial to the unredeemed portion thereof
will be issued in the name of the holder thereafrupancellation of the original note. On and attherredemption date, interest ceases to
accrue on notes or portions of notes called foemgation.

At least 30 days prior to the redemption date, L8uaust provide all holders with written noticeesffying the redemption date and the date
on which the holders' conversion rights terminatel calling upon the holders to surrender theft@tes representing the notes to be
redeemed.

Repurchase at Option of Holders Upon a Change of Control Triggering Event

If a Change of Control and a Rating Decline (a "@jeof Control Triggering Event") with respect tevel 3's Senior Debt, each as defined
below, occurs, each holder of notes shall haveigi, at the holder's option, to require Leveb3epurchase all of such holder's notes, or any
portion of the principal amount thereof that is &go $5,000 or an integral multiple of $1,000 ktess thereof (provided that no single note
may be repurchased in part unless the portioneoptincipal amount of such note to be outstandftey auch repurchase is equal to $1,000 or
integral multiples of $1,000 in excess thereof)flomdate (the "Repurchase Date") that is no eaHan 30 nor later than 60 days after the
date of the Company Notice, as defined below, @i equal to 101% of the principal amount oflées to be repurchased, together with
interest accrued to the Repurchase Date (the "Rbase Price"). Level 3's obligation to make or com®ate such a repurchase ceases upon
defeasance of the notes indenture.

Within 30 days after the occurrence of a Chang@amftrol Triggering Event, Level 3 is obligated foeyto all holders of the notes notice, as
provided in the notes indenture (the "Company Ndjicof the occurrence of such Change of Contr@ggaring Event and of the repurchase
right arising as a result thereof. Level 3 must alsliver a copy of the Company Notice to the wasiTo exercise the repurchase right, a
holder of notes must deliver by the date specifietie Company Notice written notice to the trustééhe holder's exercise of such right,
together with the notes with respect to which tgatris being exercised.

A "Change of Control" at such time after the orairssuance of the notes means the occurrence dbllowing events:

(1) if any "person” or "group” (as such terms asediin Sections 13(d) and 14(d) of the ExchangeoAeny successor provisions to either of
the foregoing), including any group acting for fhepose of acquiring, holding, voting or disposaigecurities within the meaning of Rule
13d-5(b)(1) under the Exchange Act, other than@reyor more of the Permitted Holders, as defindovibdbecomes the "beneficial

owner" (as defined in Rule 13d-3 under the Exchakgfeexcept that a person will be deemed to heméficial ownership" of all

S-19



shares that any such person has the right to a;quiirether such right is exercisable immediatelgrdy after the passage of time), directly or
indirectly, of 35% or more of the total voting paws# the Voting Stock of Level 3; provided, howeytirat the Permitted Holders are the
"beneficial owners" (as defined in Rule 13d-3 untther Exchange Act, except that a person will berabto have "beneficial ownership" of
all shares that any such person has the rightqoi; whether such right is exercisable immedyatelonly after the passage of time), dire

or indirectly, in the aggregate of a lesser permgabf the total voting power of the Voting Sto¢k.evel 3 than such other person or group
(for purposes of this clause (1), such person ougshall be deemed to beneficially own any vositagk of a corporation (the "specified
corporation”) held by any other corporation (thargnt corporation”) so long as such person or ghangficially owns, directly or indirectly,
in the aggregate a majority of the total voting powf the Voting Stock of such parent corporatian);

(2) the sale, transfer, assignment, lease, coneeyanother disposition, directly or indirectly, @f or substantially all the assets of Level 3
and its subsidiaries, considered as a whole (aktzer a disposition of such assets as an entiretyrtoally as an entirety to a wholly-owned
subsidiary or one or more Permitted Holders) dimde occurred; or

(3) during any period of two consecutive yearsjiittilials who at the beginning of such period cdnstd the board of directors of Level 3
(together with any new directors whose electioapgointment by such board or whose nomination lfstion by the stockholders of Level 3
was approved by a vote of a majority of the diresthen still in office who were either directotslae beginning of such period or whose
election or nomination for election was previoustyapproved) cease for any reason to constitutajerity of the board of directors of Level
3 then in office; or

(4) the stockholders of Level 3 shall have appraameg plan of liquidation or dissolution of Level 3;

provided, however, that a Change of Control shatllbe deemed to have occurred as a result of taetsoof the notes acquiring shares of
Level 3's preferred stock or common stock.

"Issue Date Rating" means, with respect to the@dmebt, B3 in the case of Moody's and B in theeaasS&P and, with respect to any other
indebtedness, the ratings assigned to such ottlebiedness on the date such other indebtednestabyi issued.

"Moody's" means Moody's Investors Service, Incifdvloody's Investors Service, Inc. shall ceasegatliebt securities having a maturity at
original issuance of at least one year and suéhgsbusiness shall have been transferred to @ssocPerson, such successor Person;
provided, however, that if Moody's Investors Segyiltic. ceases rating debt securities having anaat original issuance of at least one
year and its ratings business with respect thesteadl not have been transferred to any successso®ehen "Moody's" shall mean any ot
national recognized rating agency (other than SR rates debt securities having a maturity aioal issuance of at least one year and that
shall have been designated by the trustees fdse¢hér Debt by a written notice given to Level 3.

"Permitted Holders" means the members of Leveb8&d of directors on April 28, 1998 and their exgjve estates, spouses, ancestors, and
lineal descendants, the legal representativesybathe foregoing and the trustees of any bona fidsts of which the foregoing are the sole
beneficiaries or the grantors, or any person ofttvitlhe foregoing "beneficially owns" (as definedinle 13d-3 under the Exchange Act) at
least 66 2/3% of the total voting power of the mgtstock of such person.

"Rating Agencies" means Moody's and S&P.

"Rating Date" means the earlier of the date of jgulnbtice of the occurrence of the Change of Cdmir@f the intention of the Company to
effect a Change of Control.

"Rating Decline" shall be deemed to have occurfetbi later than 90 days after the Rating Date ¢Wwihteriod shall be extended so long as
rating of the Senior Debt or any outstanding inddhess is under publicly announced consideratiopdesible downgrade by any of the
Rating Agencies), either of the Rating Agencies
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assigns or reaffirms a rating to the Senior Delatror outstanding indebtedness that is lower thamfiplicable Issue Date Rating (or the
equivalent thereof). If, prior to the Rating Dagéher of the ratings assigned to the Senior Deling other indebtedness by the Rating
Agencies is lower than the applicable Issue DatinBathen a Rating Decline will be deemed to haseurred if such rating is not raised by
the 90th day following the Rating Date. A downgradthin rating categories, as well as between gatiategories, will be considered a Ra
Decline.

"S&P" means Standard & Poor's Ratings Services 8tandard & Poor's Rating Services shall ceagegaebt securities having a maturity
at original issuance of at least one year and gaiiigs business shall have been transferred tc@essor Person, such successor Person;
provided, however, that if Standard & Poor's Ratiagvice ceases rating debt securities having arityasit original issuance of at least one
year and its ratings business with respect thesteadl not have been transferred to any successso®ehen "S&P" shall mean any otl
national recognized rating agency (other than M&)dhat rates debt securities having a maturitriginal issuance of at least one year and
that shall have been designated by the trusteg¢hddBenior Notes by a written notice given to Lee

"Voting Stock" of any Person means Capital Stockuath Person which ordinarily has voting powertlfar election of directors (or persons
performing similar functions) of such Person, wieetat all times or only for so long as no seniasslof securities has such voting power by
reason of any contingency. "Capital Stock" of aeysen means any and all shares, interests, patimis or other equivalents (however
designated) of corporate stock or equity partidques, including partnership interests, whether galnar limited, of such Person and any
rights (other than debt securities convertiblexahangeable into any equity interest), warrantsptions to acquire an equity interest in such
Person.

Rule 13e-4 under the Exchange Act requires thedissation of certain information to security holslér the event of an issuer tender offer
and may apply in the event that the repurchasemjcomes available to holders of the notes. L&wéll comply with this rule to the exte
applicable at that time.

Level 3 may, to the extent permitted by applicdale, at any time purchase notes in the open markiey tender at any price or by private
agreement. Any note so purchased by Level 3 mapetextent permitted by applicable law, be reidsareresold or may, at Level 3's option,
be surrendered to the trustee for cancellation. atgs surrendered as aforesaid may not be reissuedold and will be canceled promptly.

The foregoing provisions would not necessarily @ffbolders of the notes protection in the evertighly leveraged or other transactions
involving Level 3 that may adversely affect holders

Level 3's ability to repurchase notes upon the wecee of a Change of Control Triggering Eventulject to important limitations. The
occurrence of a Change of Control Triggering Eeamtstitutes an event of default under its seniouss credit facility. Moreover, the
occurrence of a Change in Control Triggering Eventld cause an event of default under, or be pitglitor limited by, the terms of other
Senior Debt of Level 3. As a result, in each casg,repurchase of the notes would, absent a wdiegprohibited under the subordination
provisions of the notes indenture until the Sellebt is paid in full. Level 3's obligation to puese the notes under this covenant will, unless
consents are obtained, require Level 3 to rep&gejirior to or concurrently with the note repursdall Senior Debt then outstanding that
would by its terms prohibit the note repurchaseluding both series of Level 3's existing seniaiesand the senior secured credit facility.

Further, Level 3 may not have the financial resesir@nd may not be able to arrange financing talpaRepurchase Price for all the notes
that might be delivered by holders of notes seetangxercise the repurchase right. Level 3's gttititrepurchase notes with cash may also be
limited by the terms of its subsidiaries' borrowargangements due to dividend or other restrictibesel 3's senior secured credit facility
restricts the ability of Level 3's subsidiarieptyy dividends and make loans and advances to Bevealy failure by Level 3 to repurchase the
notes when required following a Change of Contmgdering Event would result in an Event of Defaudder the notes indenture whether or
not such repurchase is permitted by the subordingtiovisions of the notes indenture. Any such dlefaay, in turn, cause a default under
the Senior Debt of Level 3. See "--Subordination.”
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Mergersand Sales of Assetsby Level 3

Level 3 may not consolidate with or merge into attyer person or convey, transfer, sell or leaspritperties and assets substantially as an
entirety to any person, and Level 3 shall not peemy person to consolidate with or merge into L&ver convey, transfer, sell or lease such
person's properties and assets substantially estanty to Level 3, unless:

() the person formed by such consolidation or antwith which Level 3 is merged or the person tdch the properties and assets of Level 3
are so conveyed, transferred, sold or leased¢@soration, limited liability company, partnershaptrust organized and existing under the
laws of the United States, any State thereof obDiilstrict of Columbia and, if other than Level Bad expressly assume the due and punctual
payment of the principal of, premium, if any, anterest on the notes and the performance of trex ctivenants of Level 3 under the notes
indenture;

(b) immediately after giving effect to such trartsat, no Event of Default, and no event which, iaftetice or lapse of time or both, would
become an Event of Default, shall have occurredencontinuing; and

(c) an officer's certificate and legal opinion tilg to the conditions described in (a) and (b)va&bis delivered to the trustee.
Events of Default
The following will be Events of Default under thetes indenture:

(a) failure to pay principal of or premium, if argn any note when due, whether or not such paymembhibited by the subordination
provisions of the notes indenture;

(b) failure to pay any interest on any note whee, dontinuing for 30 days, whether or not such paynis prohibited by the subordination
provisions of the notes indenture;

(c) failure to pay when due the Repurchase Pri@ngfnotes required to be repurchased pursuahetprovisions described under "--
Repurchase at Option of Holders Upon Change of t@bhtvhether or not a Company Notice is prohibibsdthe subordination provisions of
the notes indenture;

(d) failure to perform or comply with provisionsseibed under "--Mergers and Sales of Assets bel 84

(e) failure to perform any other covenant of Le¥éh the notes indenture, continuing for 60 daysrafritten notice to Level 3 by the trustee
or the holders of at least 25% in aggregate prai@mount of outstanding notes;

(f) failure to pay when due any indebtedness fonayaborrowed by Level 3 or any subsidiary that iesiricted subsidiary under the
indentures governing Level 3's outstanding senesitotaling $25 million or more if such failureadl have continued after the applicable
grace period and shall not have been cured or Waorethe acceleration of any indebtedness for mdawerowed by Level 3 or any such
restricted subsidiary totaling $25 million or more;

(g9) any judgment or judgments for the payment oheyin an aggregate amount in excess of $25 mithahshall be rendered against Level
3 or any restricted subsidiary and that shall moiviived, satisfied or discharged for any period®tonsecutive days during which a stay of
enforcement shall not be in effect; and

(h) certain events of bankruptcy, insolvency orgaaization affecting Level 3 or any SignificantSidiary (as defined in the notes
indenture).
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Subject to the provisions of the notes indentulatirey to the duties of the trustee in case an EgéDefault shall occur and be continuing,
the trustee will be under no obligation to exereisg of its rights or powers under the notes indenét the request or direction of any of the
holders, unless such holders shall have offerékdedrustee reasonable indemnity. Subject to suobigions for the indemnification of the
trustee, the holders of a majority in aggregateqipal amount of the outstanding notes will haveright to direct the time, method and place
of conducting any proceeding for any remedy avéglad the trustee or exercising any trust or pogazrferred on the trustee.

If an Event of Default occurs and is continuingher the trustee or the holders of at least 25%iimcipal amount of the outstanding notes
may accelerate the maturity of all notes; providexlyever, that after such acceleration, but bedgrelgment or decree based on accelers
the holders of a majority in aggregate principabant of outstanding notes may, under certain cistances as set forth in the notes
indenture, rescind and annul such acceleratiolh EHeents of Default, other than the nonpaymenprificipal of the notes which have become
due solely by such declaration of accelerationghasen cured or waived as provided in the notemnitade. For information as to waiver of
defaults, see "--Modification and Waiver."

No holder of any note will have any right to ingté& any proceeding with respect to the notes inoterdr for any remedy thereunder, unl
such holder shall have previously given to thet&@isvritten notice of a continuing Event of Defaarid the holders of at least 25% in
aggregate principal amount of the outstanding nsit@dl have made written request, and offered regtsle indemnity, to the trustee to
institute such proceeding as trustee, and theckeusttall not have received from the holders of @rityin aggregate principal amount of the
outstanding notes a direction inconsistent witthswtjuest and shall have failed to institute sudegeding within 60 days. However, such
limitations do not apply to a suit instituted bj@der of a note for the enforcement of paymerthefprincipal of or premium, if any, or
interest on such note on or after the respectieedées expressed in such note or of the rightneert such note in accordance with the n
indenture.

Level 3 will be required to furnish to the truseeually a statement as to the performance by L®wélcertain of its obligations under the
notes indenture and as to any default in such pegoce.

M odification and Waiver

Level 3 and the trustee may, at any time and fiiame to time, without notice to or consent of anydeos of notes, enter into one or more
indentures supplemental to the notes indenture:

(a) to evidence the succession of another pershavel 3 and the assumption by such successoeafdiienants of Level 3 in the notes
indenture and the notes;

(b) to add to the covenants of Level 3 for the lfitn€the holders or to surrender any right or gowonferred upon Level 3 by the notes
indenture;

(c) to add any additional Events of Default, pr@ddhat in respect of such additional Events ofaDkfany of the following may be provided:
(i) a grace period (either shorter or longer thzat allowed for other defaults),

(il immediate enforcement upon such default, (ifitations on remedies available to the trustedjv) limitations on the right of the holde
of the notes to waive such default;

(d) to provide for uncertificated notes in additiomnor in place of certificated notes;

(e) to evidence and provide for the acceptanc@pbd@mtment under the notes indenture of a succésssiee;
(f) to secure the notes;

(9) to comply with the Trust Indenture Act of 1928, amended, or the Securities Act;

(h) to add guarantees with respect to the notes; or
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(i) to cure any ambiguity in the notes indentucecadrrect or supplement any provision in the naidenture which may be defective or
inconsistent with any other provision therein,@mtake any other provisions with respect to matteguestions arising under the notes
indenture, provided such actions shall not advera#éct the interests of the holders in any mategspect.

Other modifications and amendments of the notesrinde may be made with the consent of the holafemst less than a majority in
aggregate principal amount of the notes at the tinistanding. However, no such modification or adment may, without the consent of the
holder of each outstanding note affected thereby,

(a) change the stated maturity of the principaofpremium, if any, on), or any installment ofraipal of or interest on, any note;

(b) reduce the principal amount of, or the ratamount of interest on, or any premium, if any, ugearedemption of, or interest on, any
note;

(c) at any time after a Change of Control Trigggtivent has occurred, modify the provisions witpest to the repurchase right of the
holders in a manner adverse to the holders;

(d) change the place or currency of payment ofgipal of, premium, if any, or interest on, any nfteluding any payment of the Repurch
Price in respect of such note);

(e) impair the right to institute suit for the erdement of any payment on or with respect to arig;no

(f) except as otherwise permitted or contemplategrbvisions concerning consolidation, merger, @yance, transfer, sale or lease of all or
substantially all of the property and assets ofdl@y adversely affect the right of holders to camany of the notes other than as provided in
the notes indenture;

(9) modify the conversion, subordination or redampprovisions in a manner adverse to the holdetseonotes;
(h) reduce the above-stated percentage of outstamdites necessary to modify or amend the noteniode;

(i) reduce the percentage of aggregate principalerinof outstanding notes necessary for waiveoaifiance with certain provisions of the
notes indenture or for waiver of certain defauts;

(j) reduce the percentage in aggregate principaluarinof outstanding notes required for the adoptiba resolution or the quorum required at
any meeting of holders of notes at which a resofuis adopted. The quorum at any meeting calleditpt a resolution will be persons
holding or representing a majority in aggregateg@pal amount of the notes at the time outstandimgy at any reconvened meeting adjoul
for lack of a quorum, 25% of such aggregate prialcgmount.

The holders of a majority in aggregate principabant of the outstanding notes may waive complidnckevel 3 with certain restrictive
provisions of the notes indenture by written congerby the adoption of a resolution at a meetifttge holders of a majority in aggregate
principal amount of the outstanding notes also maiye any past default under the notes indentxee a default in the payment of
principal, premium, if any, or interest or a defanla covenant or provision which cannot be medifor amended without the consent of the
holder of each outstanding note affected thereby.

The notes indenture contains provisions for comgmieetings of holders of notes.
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Reports

Whether or not Level 3 is subject to Section 18fa)5(d) of the Exchange Act or any successor gionithereto, Level 3 shall file with the
SEC the annual reports, quarterly reports and atbemments which Level 3 is, or would have beequired to file with the SEC pursuant to
such Section 13(a) or 15(d) or any successor gmvibereto, such documents to be filed with th€$ia or prior to the respective dates (the
"Required Filing Dates") by which Level 3 is, or wd have been, required to file them. Level 3 shkb in any event file with the trustee
copies of such annual reports, quarterly reportsather documents within 15 days of each RequirkagMDate, and, within 30 days of filing
with the trustee, transmit copies of such annyabnts, quarterly reports and other documents by toaill holders, as their names and
addresses appear in the Security Register, wittasitto such holders. If Level 3 is not permittedile such documents with the SEC under
the Exchange Act, promptly upon written requestydl& will supply copies of such documents (withexhibits) to any prospective holder.

Notices

Notice to holders of the notes will be given by htaithe addresses of such holders as they appdiae iSecurity Register. Such notices
be deemed to have been given on the date of maifitige notice.

Replacement of Notes

Notes that become mutilated, destroyed, stolensindill be replaced by Level 3 at the expenséefttolder upon delivery to the trustee
the mutilated notes or evidence of the loss, theftestruction thereof satisfactory to Level 3 #meltrustee. In the case of a lost, stolen or
destroyed note, indemnity satisfactory to the gestnd Level 3 may be required at the expenseedidider of such note before a replacer
note will be issued.

Payment of Stamp and Other Taxes

Level 3 will pay all stamp and similar duties, ifyg which may be imposed by the United States grpatditical subdivision thereof or taxing
authority thereof or therein with respect to tteuence of the notes. Level 3 will not be requiethbke any payment with respect to any
payment with respect to any other tax, assessmeav@rnmental charge imposed by any governmeahgmpolitical subdivision thereof or
taxing authority thereof or therein.

Satisfaction and Discharge

The provisions in the notes indenture relatingdafedsance will be applicable to the notes. LewebBligation to make or consummate a
repurchase of notes upon the occurrence of a Chafr@entrol Triggering Event ceases upon defeasahtee notes indenture.

Governing Law
The notes indenture and the notes will be govebyegind construed in accordance with the laws oftia¢e of New York.
The Trustee

The trustee for the holders of notes issued uridenotes indenture will be The Bank of New Yorkjathis also the trustee with respect to
indentures relating to Level 3's other senior natesior discount notes and convertible subordihatges. In case an Event of Default shall
occur and shall not be cured, the trustee willdgpiired to use the degree of care of a prudenopénsthe conduct of his own affairs in the
exercise of its powers. Subject to such provisitims trustee will be under no obligation to exex@sy of its rights or powers under the notes
indenture at the request of any of the holdersobésy unless they shall have offered to the trustasonable security or indemnity.
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The notes indenture and the Trust Indenture Actaiprdimitations on the rights of the trustee, ddahe trustee become a creditor of Level 3,
to obtain payments of claims in certain cases oeatize on certain property received in respeetnyf such claim as security or otherwise.
Subject to the Trust Indenture Act, the trusted balpermitted to engage in other transactions &tel 3 or any affiliate of Level 3;

provided, however, that if the trustee acquires@mflicting interest as described in the Trustemiire Act, it must eliminate such conflict or
resign.
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DESCRIPTION OF PREFERRED STOCK

Our certificate of incorporation, as amended, attles us to issue 1.5 billion shares of our comstock and 10 million shares of preferred
stock. There are currently no shares of prefertecksoutstanding. Level 3 will issue the preferstoick under a certificate of designations
upon our exercise of the mandatory conversion rniglating to the notes. See "Description of No&erversion--Mandatory Conversion."

The following section is a summary of the matepialvisions of the certificate of designations anésinot restate the certificate of
designations in its entirety. We urge you to rdaldertificate of designations because it, andhistdescription, will define your rights as
holders of the preferred stock.

As used in this description, references to "wes,™"Uour" or "Level 3" do not include any curremtfature subsidiary of Level 3.
Ranking

The preferred stock ranks, with respect to divideglts and rights upon liquidation, winding updigsolution:

0 junior to:

o all our existing and future debt obligations; and

o0 each class or series of our capital stock thragef which provide that such class or series itk senior to the preferred stock;

0 on a parity with parity stock, which is any otletass or series of our capital stock that hasgemmch provide that that class or series will
rank on a parity with the preferred stock; and

0 senior to junior stock, which is our series Afpreed stock, our common stock and each classri@ssef our capital stock that has terms
which provide that that class or series will rankipr to the preferred stock.

Dividends

The holders of the shares of preferred stock veilehtitled to receive cumulative dividends at theual rate of 9% of the liquidation
preference per share of preferred stock. The aftite holders of the shares of preferred stodkedteive dividend payments is subject to the
rights of any holders of shares of senior or pasitck.

Dividends will be payable, out of legally availalilends, on April 15, July 15, October 15 and Japuér of each year. If any of those dates is
not a Business Day, then dividends will be payabl¢he next succeeding Business Day. Dividendsaeittue from the beginning of the
relevant dividend period and first dividend penmidl begin on the first such date following the naatory conversion date relating to the
notes. Dividends will be payable to holders of relcas they appear in our stock records at the dbbeasiness on April 1, July 1, October 1
and January 1 of each year.

Dividends are cumulative from the date of issuaamog, following the first such date following the maiatory conversion date, will continue
accrue whether or not declared.
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Redemption
Redemption at Our Option

Level 3 may redeem any shares of preferred stoakyatime or from time to time on or after July 2807, out of funds legally available for
such payment, upon not less than 30 days' priacenait a redemption price per share (expresspdrasntages of the liquidation preference
per share) set forth below, plus an amount equattoued and unpaid dividends thereon to the dataah redemption, if redeemed during
the twelve months beginning July 15th of the yérdscated below:

Redemption
Year Price
2007 uuiiie e 104.50%
2008....ii et 103.0%
2009.. it 101.5%
2010 and thereafter..............cccccvvvvvenennns 100.0%

Mandatory Redemption

Level 3 will be obligated to redeem all outstandahgres of preferred stock on July 15, 2012, oantyod funds legally available for such
payment, at a redemption price equal to the ligiodegpreference thereof plus accrued and unpaiidieinas.

Liquidation Preference

The liquidation preference per share of prefertedisis $1,000 (subject to adjustment in the ewériny stock dividend, stock split, stock
distribution or combination with respect to thefpreed stock).

Upon any voluntary or involuntary liquidation, didstion or winding up of Level 3, each holder ofsbs of preferred stock will be entitled to
payment, out of our assets available for distrdoutiof an amount equal to the liquidation prefeeeper share of preferred stock held by that
holder, plus accrued and unpaid dividends on tebaees. After payment in full of the liquidatioreference and accrued and unpaid
dividends to which holders of shares of prefertedisare entitled, the holders will not be entittecany further participation in any
distribution of our assets. If, upon any voluntaryinvoluntary liquidation, dissolution or windingp of our company, the amounts payable
with respect to shares of preferred stock andth#mparity stock are not paid in full, the holdefshares of preferred stock and the holde
the parity stock will share equally and ratablyairy distribution of our assets in proportion to fihkliquidation preference and the amount
equal to all accrued and unpaid dividends to we@abh such holder is entitled.

Neither the voluntary sale, conveyance, exchandeansfer, for cash, shares of stock, securitiestiogr consideration, of all or substantie

all of our property or assets nor the consolidatinarger or amalgamation of Level 3 with or inty ather entity or the consolidation, merger
or amalgamation of any other entity with or intoree3 will be deemed to be a voluntary or involugtiiquidation, dissolution or winding up
of Level 3.

Conversion Rights

The conversion rights of the preferred stock wéldubstantial similar to the conversion rightshef hotes.

Adjustmentsto the Conversion Price

The conversion price adjustments of the preferteckswill be substantially similar to the conversiprice adjustment provisions of the notes.
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Voting Rights

Holders of the preferred stock are entitled to \@mtean as converted basis on all matters presémieelvel 3's stockholders together with
holders of common stock as a single class. Foorsp &s any shares of preferred stock remain oulistgnlevel 3 shall not, without the
consent of the holders of at least a majority efgshares of preferred stock outstanding at tha &#mend, alter or repeal the preferences,
special rights or powers of the outstanding prefstock so as adversely affect the holders theféef issuance of any class or series of ¢
ranking prior to the preferred stock as to dividend upon liquidation is deemed to adversely affieetholders of the preferred stock.

Change of Control Triggering Event

The change of control repurchase rights of thedrsldf preferred stock will be substantially ideatito the change of control repurchase
rights of holders of the notes. Level 3 may payhsupurchase price only out of funds legally a\@dgor such payment. Level 3 will not be
required to repurchase any shares of preferredt sto@ change of control triggering event if athstime the terms and provisions of any of
our agreements prohibit such repurchase, or iféparchase would constitute a breach or defauleuady of our agreements, or if the
repurchase is restricted or prohibited by applieddv.
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CERTAIN UNITED STATESFEDERAL INCOME TAX CONSEQUENCES

The following is a summary of certain United Stdtegeral income tax considerations relating toghrehase, ownership and disposition of
the notes and of common stock and preferred stdokwhich notes may be converted. For purposesi@Summary, (1) the Internal Revenue
Code of 1986, as amended, is referred to as "tlie'Cand (2) the Internal Revenue Service is refetoeas "the IRS."

This summary:

o does not purport to be a complete analysis dhalpotential tax considerations that may be eieto holders in light of their particular
circumstances;

0 is based on laws, regulations, rulings and datsshow in effect, all of which are subject to ajp@npossibly on a retroactive basis;

o deals only with holders that will hold notes amanmon stock and preferred stock into which notag bre converted as "capital assets"
within the meaning of Section 1221 of the IntefRalvenue Code of 1986, as amended;

o does not address tax considerations applicableséstors that may be subject to special tax r@esh as partnerships, banks, tax-exempt
organizations, insurance companies, dealers irriieswr currencies or persons that will hold 1so&s a position in a hedging transaction,
"straddle” or "conversion transaction" for tax ppgps or persons deemed to sell notes, common atqukferred stock under the construc
sale provisions of the Code; and

o discusses only the tax considerations applicahtlee initial purchasers of the notes who purchihsenotes at their "issue price" as defined
in Section 1273 of the Code and does not discustathconsiderations applicable to subsequent passh of the notes.

The Company has not sought any ruling from the WRS respect to the statements made and the caaokiseached in the following
summary, and the IRS may not agree with the statesvaand conclusions expressed in this summarydditian, the IRS is not precluded
from adopting a contrary position. This summarygoet consider the effect of any applicable foregiate, local or other tax laws.

Investors considering the purchase of notes shmridult their own tax advisors with respect todpplication of the United States federal
income and estate tax laws to their particularasituns, as well as any tax consequences arisingruhd laws of any state, local or foreign
taxing jurisdiction or under any applicable tavatse

As used herein, the term "United States Holder"maeabeneficial owner of a note, common stock efepred stock that is, for United States
federal income tax purposes:

0 a citizen or resident, as defined in Section {@Paf the Code, of the United States;

0 a corporation or other entity that is taxabl@a®rporation created or organized under the ldwiseoUnited States or any political
subdivision thereof;

0 an estate the income of which is subject to &&eral income taxation regardless of its source; o
0 in general, a trust subject to the primary suig@® of a United States court and the controlred or more United States persons.
A "Foreign Holder" is a beneficial owner of noteemmon stock or preferred stock that is not a Wn8tates Holder.
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United States Holders

Tax Consequences of Owner ship of the Notes

Contingent Payments

In certain circumstances, the Company may be dielijeo pay the holder of a note amounts in excksecstated interest and principal
payable on the notes. Unless the likelihood of ayments is "remote or incidental,” the obligatioomake such payments would implicate
the provisions of Treasury regulations relatingdontingent payment debt instruments" ("CPDI")thé notes were deemed to be CPDI,
United States Holders would, among other requireémére required to treat any gain recognized ors#lfes, conversion, exchange for
preferred stock or other disposition of a noteranary income, and to accrue interest on the nat@srate in excess of the stated coupon
The Company intends to take the position thatit@dihood that such payments will be made is renamig therefore the notes are not subject
to the rules governing CPDI. This determination ¥ binding on a holder unless such holder explidiscloses on a statement attached to
the holder's timely filed United States federabime tax return for the taxable year that incluthesacquisition date of the note that such
holder's determination is different. The regulasi@pplicable to CPDI have not been the subjectibfaxitative interpretation and therefore
the scope of the regulations is not certain. Puetsaof notes are urged to consult their tax advisggarding the possible application of the
CPDI rules to the notes. This summary assumegshbafPDI provisions of the Treasury Regulations met apply to the notes.

Payment of Interest

Interest on a note generally will be includabléhia income of a United States Holder as ordinacpnme at the time such interest is received
or accrued, in accordance with such holder's regné&thod of accounting for United States federabime tax purposes.

Sale, Exchange or Redemption of a Note

Upon the sale, exchange or redemption of a ndtkited States Holder generally will recognize calpifain or loss equal to the difference
between

(1) the amount of cash proceeds and the fair markdat of any property received on the sale, exgbam redemption, except to the extent
such amount is attributable to accrued interesprtiously included in income, which is taxableoadinary income, and (2) such United
States Holder's adjusted tax basis in the notenided States Holder's adjusted tax basis in ageterally will equal the cost of the note to
such United States Holder plus the amount, if amgluded in income on an adjustment to the coneersate of the notes, as described in "--
Adjustments to Conversion Rate" below. The dediiyilof capital losses is subject to limitations.

Adjustmentsto Conversion Rate

The conversion rate of the notes is subject tosttjent under certain circumstances, as describeéer ibescription of Notes--Conversion
Rights."

Section 305 of the Code and the Treasury Regukatasued thereunder may treat the holders of ttesras having received a constructive
distribution, resulting in dividend treatment (a&sdribed below) to the extent of the Company'setiirand/or accumulated earnings and
profits, if, and to the extent that, certain adjusits in the conversion rate (or certain other @@e transactions) increase the proportionate
interest of a holder of notes in the fully dilutsammon stock (particularly an adjustment to refeetixable dividend to holders of common
stock), whether or not such holder ever exercisesonversion privilege. Moreover, if there is adull adjustment to the conversion rate of
the notes to reflect a stock dividend or other ¢ugtreasing the proportionate interest of the arddbf outstanding common stock in the
assets or earnings and profits of the Company, sheh increase in the proportionate interest ohthlders of the common stock may be
treated as a distribution to such holders, taxabla dividend (as described below) to the extetit@fCompany's current and/or accumulated
earnings and profits.
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Conversion of the Notes Into Common Stock or Preferred Stock

A United States Holder generally will not recogn@gy income, gain or loss upon conversion of a mitecommon stock and should not
recognize any income, gain or loss upon the exahaifig note for preferred stock, as the case magxeept with respect to cash received in
lieu of a fractional share of common stock or pmefe stock. A United States Holder's tax basibiéndommon stock or preferred stock
received on conversion of a note will be the samsugh United States Holder's adjusted tax basieimote at the time of conversion,
reduced by any basis allocable to a fractionalesivderest, and the holding period for the commntonksor preferred stock received on
conversion will generally include the holding petiof the note converted. However, to the exterttaing common stock received upon
conversion is considered attributable to accruest@st not previously included in income by theteaiStates Holder, it will be taxable as
ordinary income. A United States Holder's tax basshares of common stock considered attributabseecrued interest generally will equal
the amount of such accrued interest included ionme, and the holding period for such shares wijitb@en the date of conversion.

Cash received in lieu of a fractional share of camrstock upon conversion will be treated as a paynmeexchange for the fractional share
of common stock. Accordingly, the receipt of cashieu of a fractional share of common stock gelhewaill result in capital gain or loss,
measured by the difference between the cash rat&vehe fractional share and the United Statelslétts adjusted tax basis in the fractional
share, and will be taxable as described below ufidEax Consequences of Ownership of the Commonksand the Preferred Stock--Sale or
Exchange."

Tax Consequences of Owner ship of the Common Stock and the Preferred Stock

Dividends

Distributions, if any, paid or deemed paid on tbenmon or the preferred stock (or deemed distrilmstion the notes or the preferred stock as
described above under "--Tax Consequences of Owipar§ the Notes--Adjustments to Conversion Ratel below under "--Deemed
Distributions on the Preferred Stock™) generallyl i includable in the income of a United Stateddér as ordinary income to the extent of
the Company's current or accumulated earnings eofidspas determined for United States federal inedax purposes. Dividends paid to
holders that are United States corporations maiifgdar the dividends received deduction. To theemnt, if any, that a United States Holder
receives distributions on shares of common stogkefierred stock that would otherwise constituteddinds for United States federal income
tax purposes but that exceed the current and adatedwearnings and profits of the Company, suctiibigions will be treated first as a non-
taxable return of capital, reducing the holdersida the shares of common stock or preferreckstigy such distributions in excess of the
holder's basis in the shares of common stock depeal stock generally will be treated as capiths.

Deemed Distributionson the Preferred Stock

The conversion price at which the preferred steatoinverted to shares of common stock is subjeatijisstments in certain circumstances.
Adjustments that have the effect of increasingptoportionate interest of holders of the prefestatk in the Company's assets or earnings
can give rise to deemed dividend income to thoseeh®. Adjustments to the conversion price madsyamt to a bona fide reasonable
adjustment formula which has the effect of preventhe dilution of the interest of the holdersiuf preferred stock, however, will generally
not be considered to result in a constructive ihigtion of stock.

Conversion of Preferred Stock |nto Common Stock

A holder of preferred stock who converts prefestatk into the Company's common stock will gengnadit recognize gain or loss; except
that the fair market value of any shares of comstook attributable to dividend arrearages will feated as a dividend on such preferred
stock, as described above in "--Dividends." Theltasis of the common stock received will equaltthebasis of the preferred stock
converted, and the holding period for the commonlsteceived will generally include the holding iperof the preferred stock converted.
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Sale or Exchange

Upon the sale or exchange of common stock or peestock, a United States Holder generally witlognize capital gain or loss equal to the
difference between (1) the amount of cash anddinerfarket value of any property received uponstiie or exchange and (2) such United
States Holder's adjusted tax basis in the commowk str preferred stock. The deductibility of capitsses is subject to limitations.

Redemption of Preferred Stock

A United States Holder of preferred stock will geally recognize capital gain or loss as descrilmetd-iSale or Exchange" above on the
Company's redemption of preferred stock for casliged that the redemption meets at least oneeofafiowing requirements:

o the redemption is not essentially equivalent ttivadend as determined for federal income tax paes;
o the redemption results in a complete terminadibtihe holder's interest in the Company's stockfggred and common); or
o the redemption is substantially disproportionaith respect to the holder of the preferred stamkféderal income tax purposes.

If the redemption does not satisfy any of the abregriirements, then the entire amount received (uighout any offset for the holder's tax
basis in the preferred stock redeemed) will betéckas a dividend taxable as described in "--Diviti# above. In such case, the holder's tax
basis in the preferred stock that is redeemedbeithllocated to the holder's remaining preferredksbwned by him, if any. Prospective
Investors must consult their own tax advisors abédederal income tax consequences of a redempfithe preferred stock.

Information Reporting and Backup Withholding

Information returns may be filed with the IRS imoection with payments of principal, premium, iffaand interest on a note, dividends on
common stock and preferred stock, and paymentsegptoceeds of the sale of a note, common stopkederred stock by a United States
Holder. A United States Holder will not be subjecbackup withholding tax if such holder providests holder's taxpayer identification
number to the paying agent and complies with aexteitification procedures or otherwise establisireexemption from backup withholding.
Some shareholders, including all corporations exempt from these rules. Backup withholding tamasan additional federal income tax.
Rather, the federal income tax liability of persenbject to backup withholding tax will be offset e amount of tax withheld. If backup
withholding tax results in an overpayment of U&ldral income taxes, a refund or credit may beirddafrom the Internal Revenue Service,
provided the required information is furnished.

Foreign Holders

Tax Consequences of Owner ship of the Notes

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

(1) the holder does not actually or constructivaiyn 10% or more of the total combined voting powieall classes of stock of the Company
entitled to vote (treating, for such purpose, ndielsl by a holder as having been converted intoncomstock of the Company),
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(2) the holder is not a controlled foreign corpmmathat is related to the Company through stockenship, and

(3) either (A) the beneficial owner of the notedanpenalties of perjury, provides the Companyoagent with its name and address and
certifies that it is not a United States perso(B)ra securities clearing organization, bank, treoffinancial institution that holds customers'
securities in the ordinary course of its trade usibess (a "financial institution") certifies teetompany or its agent, under penalties of
perjury, that such a statement has been receivettiie beneficial owner by it or another finanamatitution and furnishes to the Compan
its agent a copy thereof.

For purposes of this summary, we refer to this gateam from U.S. federal withholding tax as the "®alio Interest Exemption." The
certification described in clause (3) above mayg &ls provided by a qualified intermediary on beloélbne or more beneficial owners or of
intermediaries, provided that such intermediarydragered into a withholding agreement with the HR8 certain other conditions are met.

The gross amount of payments to a Foreign Holdértefest that does not qualify for the Portfolbdrest Exemption and that is not
effectively connected to a United States tradeusirtess will be subject to United States federéthalding tax at the rate of 30%, unless a
United States income tax treaty applies to elim@ratreduce withholding.

A Foreign Holder will generally be subject to taxthe same manner as a United States Holder wafiect to payments of interest if such
payments are effectively connected with the condfiettrade or business by the Foreign Holder inlhited States and, if an applicable tax
treaty so provides, such gain is attributable toffice or other fixed place of business maintaiimethe United States by such holder. Such
effectively connected income received by a Foréigider which is a corporation may in certain cir@tamces be subject to an additional
"branch profits tax" at a 30% rate or, if applicatd lower treaty rate.

Foreign Holders should consult their own tax adwsegarding applicable income tax treaties, winely provide different rules. To claim
the benefit of a tax treaty or to claim exemptioomi withholding because the income is effectivapmected with a U.S. trade or business,
the Foreign Holder must provide a properly execliiedn W-8BEN or W-8ECI, as applicable, prior to fh@yment of interest. These forms
must be periodically updated. Foreign Holders adar certain circumstances, a qualified intermedime required to file a withholding
certificate with the Company's withholding agenbtiain the benefit of an applicable tax treatyjdimg for a lower rate of withholding tax.
Such certificate must contain, among other inforomatthe name and address of the Foreign Holder.

Sale, Exchange or Redemption of a Note

A Foreign Holder generally will not be subject toitéd States federal income tax or withholdingaaxgain realized on the sale or exchange
of notes unless (1) the holder is an individual wiras present in the United States for 183 daysaerduring the taxable year, and certain
other conditions are met,

(2) the gain is effectively connected with the coctdbf a trade or business of the holder in thedéhStates and, if an applicable tax treaty so
provides, such gain is attributable to an officetrer fixed place of business maintained in théddinStates by such holder or (3) the
Company is or has been a United States real psopelding corporation ("USRPHC") at any time durithg shorter of the five-year period
preceding the date of the disposition or the héddaolding period (in which case the gain will beated as effectively connected income as
described in (2)), unless (i) the notes are comsitlo be "regularly traded" on an "establishedigges market" under applicable Treasury
Regulations and (ii) the holder at no time during shorter of the five-year period preceding the déthe disposition or the holder's holding
period owned (actually or constructively) more ttaéf of the total value of the notes. In the cas@hfsuch effectively connected income
received by a Foreign Holder which is a corporatitay in certain circumstances be subject to antiaddl "branch profits tax" at a 30% rate
or, if applicable, a lower treaty rate. Additionalin the case of (3), it is possible that a Fanditplder that initially owns 5% or less of the
total value of the notes may subsequently be censitito own more than 5% of the total value ofrtbees due to other holders' conversion of
notes into common stock. Regardless of whethesgodition of any note is taxable to the seller pans to the rules regarding USRPHCs, the
withholding requirements of Section 1445 of the €geénerally will
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not be applicable to a purchaser of the notesfimaacial intermediary involved in any such trartgatif the notes are considered to be
"regularly traded" on an "established securitieske under applicable Treasury Regulations.

Conversion of the Notes Into Common Stock or Preferred Stock

In general, no United States federal income tawititholding tax will be imposed upon the conversadra note into common stock or
preferred stock, as the case may be, by a ForeddptelHexcept (1) to the extent the common stodoissidered attributable to accrued inte
not previously included in income, which may beatabe under the rules set forth in "--Stated Intgtes

(2) with respect to the receipt of cash in liedrattional shares by Foreign Holders upon convarsioa note, in each case where the
conditions described in (1), (2) or (3) above urdeBale, Exchange or Redemption of a Note" is satisfRegardless of whether a convers
of any note is taxable to the seller pursuant ¢orthes regarding USRPHCs, the withholding requaets of

Section 1445 of the Code generally will not be aaftile to the Company or a financial intermediaryoilved in any such transaction if the
notes are considered to be "regularly traded" ofeatablished trading market" under applicable Suea Regulations.

Tax Consequences of Owner ship of Common Stock and Preferred Stock

Sale Or Exchange

A Foreign Holder will generally not be subject toitéd States federal income tax or withholdingaaxhe sale or exchange of common s
or preferred stock unless either of the conditidescribed in (1) or (2) above under "--Sale, Exgjeaor Redemption of a Note" are satisfied
or the Company is or has been a USRPHC for UnitatbSfederal income tax purposes at any time mvithé shorter of the five year period
preceding such disposition or such Foreign Holdelding period. The Company believes that, bagehits current business plan, it may
or it may become a USRPHC. In general, the Compalhpe treated as a USRPHC if the fair market eadd its U.S. real property interests
equals or exceeds 50% of the total fair marketevaluits U.S. and non-U.S. real property and iteeotaissets used or held in a trade or
business. If the Company is, or becomes, a USRRBBI@NG as the class of stock disposed of is relgut@ded on an established securities
market within the meaning of Section 897(c)(3)rwd Code, only a Foreign Holder of such class wHdshor held directly, indirectly or
constructively, at any time during the shortertaf five-year period preceding the date of dispmsitir the holder's holding period, more than
5% of such class of stock will be subject to Uetleral income tax on the disposition of such h&ddssmmon stock or preferred stock, as
applicable. The common stock is currently reguléndgled on an established securities market; tepaay does not intend that the preferred
stock will be regularly traded on an establishezlgéies market. For purposes of the ownershipdestribed above, a Foreign Holder of
notes will be considered as constructively ownimg¢ommon stock into which such notes are convertibegardless of whether a disposi
of common stock or the preferred stock is taxabléné seller pursuant to the rules regarding USRR K@ withholding requirements of
Section 1445 of the Code generally will not be aaile to a purchaser of the common stock or théepred stock or a financial intermediary
involved in any such transaction.

Dividends

Distributions by the Company with respect to thenowon stock and the preferred stock that are tresgetividends paid or deemed paid,
including a deemed distribution on the notes, thmmon stock or the preferred stock, to a Foreigtdéto excluding dividends that are
effectively connected with the conduct of a tradéusiness in the United States by such holdet bsikubject to United States federal
withholding tax at a 30% rate, or lower rate pr@ddinder any applicable income tax treaty. Exaeftié extent that an applicable tax treaty
otherwise provides, a Foreign Holder will be subjedax in the same manner as a United Statesdfold dividends paid or deemed paid
are effectively connected with the conduct of ddrar business in the United States by the Fordider. If such Foreign Holder is a foreign
corporation, it may in certain circumstances alssbbject to a United States "branch profits tax5och effectively connected income at a
30% rate or such lower rate as may be specifieginbgpplicable income tax treaty. Even though sftigttively connected dividends are
subject to income tax, and may be subject to thadir profits tax, they will not be subject to Usithholding tax if the Foreign Holder
delivers IRS Form W-8ECI to the payer.
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Under current United States Treasury Regulationglehds paid to an address in a foreign counteypmesumed to be paid to a resident of
that country, unless the payer has knowledge tadhérary, for purposes of the withholding discusabove, and, under the current
interpretation of United States Treasury Regulatidor purposes of determining the applicabilityadfix treaty rate. A Foreign Holder of
common stock or preferred stock who wishes to cliaienbenefit of an applicable treaty rate is regglito satisfy applicable certification
requirements. In addition, under current Unitede&td reasury Regulations, in the case of commarkstopreferred stock held by a foreign
partnership, or other fiscally transparent entjtibe certification requirement would generallydpplied to the partners of the partnership and
the partnership would be required to provide ceriaformation, including a United States taxpaymitification number. The Treasury
Regulations also provide look-through rules fordéepartnerships.

Conversion of Preferred Stock |nto Common Stock

A holder of preferred stock who converts prefestatk into common stock will generally not recogngain or loss; except that the fair
market value of any shares of common stock attattdetto dividend arrearages will be treated aviaeind on such preferred stock, as
described above in "--Dividends." The tax basithefcommon stock received will equal the tax babibe preferred stock converted, and the
holding period for the common stock received wihgrally include the holding period of the prefdrstock converted.

Redemption of Preferred Stock

A Foreign Holder of preferred stock will generalgcognize capital gain or loss as described iBdle or Exchange" above, on the Compa
redemption of preferred stock for cash provided the redemption meets at least one of the follgwaguirements:

o the redemption is not essentially equivalent divadend as determined for federal income tax paes;
o the redemption results in a complete terminadiotihe holder's interest in the Company's stockf@gred and common); or
o the redemption is substantially disproportionaith respect to the holder of the preferred stariféderal income tax purposed.

If the redemption does not satisfy any of the abregriirements, then the entire amount received (#ighout any offset for the holder's tax
basis in the preferred stock redeemed) will betéckas a dividend taxable as described in "--Diviti# above. In such case, the holder's tax
basis in the preferred stock that is redeemedbgikllocated to the holder's remaining preferredksowned by him, if any. PROSPECTIVE
INVESTORS MUST CONSULT THEIR OWN TAX ADVISORS AS TOHE FEDERAL INCOME TAX CONSEQUENCES OF A
REDEMPTION OF THE PREFERRED STOCK.

Death Of A Foreign Holder

A note held by an individual who is not a citizerresident of the United States at the time of @all not be includable in the decedent's
gross estate for United States estate tax purppsmsded that such holder or beneficial ownermlid at the time of death actually or
constructively own 10% or more of the combined ngtpower of all classes of stock of the Companitledtto vote, and provided that, at the
time of death, payments with respect to such nateldvnot have been effectively connected with thieduct by such Foreign Holder of a
trade or business within the United States.

Common stock or preferred stock actually or bemaficheld, other than through a foreign corporatiby an individual who is not a citizen
resident of the United States at the time of hiserdeath, or previously transferred subject ttageretained rights or powers, will be subject
to United States federal estate tax unless othemrisvided by an applicable estate tax treaty.
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Information Reporting And Backup Withholding

Information returns may be filed with the IRS imoection with payments of principal, premium, iffaand interest on a note, dividends on
common stock and preferred stock, and paymentsegptoceeds of the sale of a note, common stopkederred stock to a holder. In
addition, a Foreign Holder may be subject to UnBaktes backup withholding tax on these paymenressarsuch holder complies with
certification procedures to establish that suclidéois not a United States person. Some sharelsoidetuding all corporations, are exempt
from these rules. The certification procedures ireglto claim the exemption from withholding tax interest (described above in "--Tax
Consequences of Ownership of the Notes--Statedelstt® will generally satisfy the certification ndgements necessary to avoid the backup
withholding tax as well. Backup withholding taxrist an additional federal income tax. Rather, #defal income tax liability of persons
subject to backup withholding tax will be offset thye amount of tax withheld. If backup withholditax results in an overpayment of U.S.
federal income taxes, a refund or credit may bainbtl from the Internal Revenue Service, provitedréquired information is furnished.

The preceding discussion of certain United Stagderfal income tax consequences is for generalnrEon only and is not tax advice.
Accordingly, holders of the notes should consuirtiown tax advisors as to particular tax consegesto them or purchasing, holding and
disposing of the notes, the common stock and tefeped stock, including the applicability and effef any state, local or foreign tax laws,
and of any proposed changes in applicable law.
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PLAN OF DISTRIBUTION
The price of the notes offered hereby was deterthinmugh negotiations between Level 3 and ceitetitutional investors.

In connection with the offering and sale of theasothe Company will pay a financial advisor fe&aomon Smith Barney Inc. of
$12,000,000.

Level 3 will pay all of the expenses incident te tffering and sale of the notes. Such expensesstireated to be $500,000.

Salomon Smith Barney Inc. has performed certaiestment banking and advisory services for Levebftime to time for which they have
received customary fees and expenses. Salomon 8aitley Inc. may, from time to time, engage in $agtions with and perform services
for Level 3 in the ordinary course of their busmeSalomon Smith Barney Inc. is a lender under L&gecredit facility.

Level 3 has agreed to indemnify Salomon Smith Baine. against certain liabilities, including lidibes under the Securities Act of 1933, as
amended, or to contribute to payments Salomon S&@they may be required to make in respect of ditlgase liabilities.

LEGAL MATTERS
Willkie Farr & Gallagher will issue an opinion fas about the legality of the offered securities.
EXPERTS

The financial statements of Level 3 at Decembe2BD0 and 2001 and for each of the years then emntlmatporated by reference in this
prospectus supplement, have been audited by Afthdersen, LLP, independent public accountantsydisated in their report with respect
thereto, and have been incorporated herein innadiaipon the authority of said firm as expertsiving said report.

CHANGE IN INDEPENDENT ACCOUNTANTS

In June 2002, we engaged KPMG LLP as our indepdrab&ountants. The decision to engage KPMG LLPuasnglependent accountants
was approved by the Audit Committee of our Boar@®iéctors. During our two most recent fiscal yeamsled December 31, 2001, and the
subsequent interim period through June 14, 2003]id/@ot consult with KPMG on matters that involectounting principles.

During our two most recent fiscal years ended Ddmar31, 2001, and the subsequent interim periagutiir June 14, 2002, there were no
disagreements between us and Arthur Andersen, loLég matter of accounting principles or practi¢esncial statement disclosure, or
auditing scope or procedure, which disagreememistifesolved to Arthur Andersen, LLP's satisfattimould have caused them to make
reference to the subject matter of the disagreemestgnnection with their reports.
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Prospectus
Level 3 Communications, Inc.

Debt Securities
Preferred Stock
Depositary Shares

Warrants

Stock Purchase Contracts and Stock Purchase UniscBption Rights Common Stock

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

In the case of debt securities, these terms willithe, as applicable, the specific designationreggte principal amount, maturity, rate or
formula of interest, premium, terms for redemptiinthe case of shares of preferred stock, thesestwill include, as applicable, the specific
titte and stated value, any dividend, liquidatimgemption, conversion, voting and other rightshk case of depositary shares, these terms
will include the fractional share of preferred #toepresented by each depositary share. In theofaganmon stock, these terms will include
the aggregate number of shares offered. In theafasarrants, these terms will include the secesifior which the warrants are exercisable,
duration, offering price, exercise price and desddlity. In the case of stock purchase contrabisse terms will include the holders' obligas

to purchase common stock or preferred stock fromnasour obligation to make periodic payments &hblders of the stock purchase
contracts, including whether these payments wikkéeured or prefunded. We may issue these stockase contracts separately or as part of
a unit consisting of a stock purchase contractdsiil securities, preferred securities or debt akibgs of third parties, securing the holders'
obligation to purchase. In the case of subscriptigits, these terms will include the title of thébscription rights, the securities for which the
subscription rights are exercisable, the extemttiich such subscription rights are transferabletanas, procedures and limitations relatin
the exchange and exercise of the subscriptiongight

We may sell any combination of these securitiesn@ or more offerings up to a total dollar amour3,156,375,000.

Our common stock is quoted on the Nasdaqg Natiorsak®t under the symbol LVLT. The closing price af common stock on the Nasdaq
National Market was $47.00 per share on Januar2dJ1. None of the other securities are currenilyliply traded.

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

See "Risk Factors" on page 1 for a discussion dfarsathat you should consider before investinthé@se securities.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved of these securities or pa:
upon the adequacy or accuracy of this prospectog.répresentation to the contrary is a criminatoffe.

The date of this prospectus is January 31, 2002.

The information in this prospectus is not complatd may be changed. We may not sell these sesuuitiil the registration statement filed
with the Securities and Exchange Commission isctffe. This prospectus is not an offer to sell ¢hescurities and we are not soliciting
offers to buy these securities in any state whegenffer or sale is not permitte
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About This Prospectus

This prospectus is part of two registration stateimi¢hat we filed with the SEC utilizing a shel§jigtration process. Under this shelf process,
we may, over the next two years, sell any combamatif the securities described in this prospectumie or more offerings up to a total dollar
amount of $3,156,375,000 or the equivalent denorathim foreign currencies or units of two or maveeign currencies. This prospectus
provides you with a general description of the siéies we may offer. Each time we sell securitigs,will provide a prospectus supplement
that will contain specific information about thertes of that offering. The prospectus supplement elsy add, update or change information
contained in this prospectus. You should read Hoghprospectus and any prospectus supplementergeith additional information
described under the heading "Where You Can FindeNtuformation."

Where You Can Find More Information

We file annual, quarterly and special reports, pretatements and other information with the SEQ. S&IC filings are available to the public
over the Internet at the SEC's web site at httpaivsec.gov. You may also read and copy any documeriile at the SEC's public reference
room at 450 Fifth Street, N.W., Washington, D.C529. Please call the SEC at 1-800-SEC-0330 fohduiinformation on the public
reference room. Our SEC filings are also availalbline offices of the Nasdaq National Market, insiWagton, D.C.

The SEC allows us to incorporate by referencerfaination we file with them, which means that ves disclose important information to
you by referring you to those documents. The infition incorporated by reference is an important pathis prospectus, and informati
that we file later with the SEC will automaticalipdate and supersede this information. We incotpdrareference our documents listed
below and any future filings we make with the SE@er Sections 13(a), 13(c), 14, or 15(d) of theuBes Exchange Act until we sell all of
the securities.

. Annual report on Forms 10-K and 10-K/A for theckl year ended December 31, 1999
. Quarterly reports on Form 10-Q for the quarterdesl March 31, 2000, June 30, 2000 and Septemh&080

. Current reports on Form 8-K, filed February 40@0February 7, 2000, February 18, 2000, Februgay®@00, February 29, 2000 and
November 13, 2000 and on Fori-K/A filed November 9, 1999

. Registration statements on Forms 8-A/A filed MaBd, 1998 and June 10, 1998
You may request a copy of these filings at no dmstyriting or telephoning us at the following adsds:

Vice President, Investor Relations Level 3 Commations, Inc.
1025 Eldorado Boulevard

Broomfield, Colorado 80021

(720) 888-1000

You should rely only on the information incorpomtey reference or provided in this prospectus grospectus supplement. We have not
authorized anyone else to provide you with difféiaformation. We are not making an offer of theseurities in any state where the offer is
not permitted. You should not assume that the médion in this prospectus or any prospectus supghéms accurate as of any date other !
the date on the front of those documents.

Risk Factors
Before you invest in our securities, you shouldce@aly consider the risks involved. These riskdide, but are not limited to:

. the risks described in our current report on FBrRYA filed with the SEC on November 9, 1999, whis incorporated by reference in this
prospectus; and

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



The Company

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

Since late 1997, we have substantially increaseehphasis we place on and the resources devoted twmmunications and information
services business. Since that time we have becdawliies-based provider of a broad range ofgnééed communications services. A
facilities-based provider is one that owns or Isassubstantial portion of the plant, property aqdipment necessary to provide its services.
We have expanded substantially the business a$uhsidiary, (i)Structure, Inc. (formerly known as$Information Services, Inc.) and are
creating, through a combination of constructiormchase and leasing of facilities and other asaetsdvanced, international facilities based
communications network. We designed our networletas internet protocol technology in order to fege the efficiencies of this
technology to provide lower cost communicationyises.

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

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

Ratio of Earningsto Fixed Chargesand Preferred Stock Dividends
The ratio of earnings to fixed charges for eacthefperiods indicated was as follows:

Nine Months Ended
September 30, Fiscal Year Ended

2000 1999 1999 1998 1997 1996 1995

- -- 5.733.87 --

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

Application of Proceeds

Unless the applicable prospectus supplement sittieswise, the net proceeds from the sale of tfered securities will be used for working
capital, capital expenditures, acquisitions aneiotgeneral corporate purposes. Until we use thenmoeeeds in this manner, we may
temporarily use them to make short-term investmentsduce short-term borrowings.
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Description of Debt Securities

This section describes the general terms and pomé®f the debt securities. The applicable prospesupplement will describe the specific
terms of the debt securities offered through thaspectus supplement as well as any general tegstsitded in this section that will not apply
to those debt securities.

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

We have summarized selected provisions of the ides below. The summary is not complete. We hi&s@fded the forms of the indentu
as exhibits to the registration statement. You khoead the indentures for provisions that mayrbgdrtant to you before you buy any debt
securities.

General terms of debt securities

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

If two or more persons are acting as trustee vagipect to different series of debt securities dsiwreer the same indenture, each of those
trustees will be a trustee of a trust under thdéitiure separate and apart from the trust admiadtey any other trustee. In that case, except
as otherwise indicated in this prospectus, anypadgescribed in this prospectus to be taken byrttstee may be taken by each of those
trustees only with respect to the one or more safielebt securities for which it is trustee.

A prospectus supplement relating to a series of sleturities being offered will include specifiertes relating to the offering and that series.
These terms will contain some or all of the follogi

. the title of the debt securities;
. any limit on the aggregate principal amount &f thebt securities;
. the purchase price of the debt securities, esprkas a percentage of the principal amount;

. the date or dates on which the principal of amg@remium on the debt securities will be payalléhe method for determining the date or
dates;

. if the debt securities will bear interest, theemest rate or rates or the method by which thee gatates will be determined;

. if the debt securities will bear interest, théedar dates from which any interest will accrue ithterest payment dates on which any interest
will be payable, the record dates for those intgpagment dates and the basis upon which inteheditise calculated if other than that of a
day year of twelve 30-day months;

. the place or places where payments on the debtiges will be made and the debt securities magulorendered for registration of transfer
or exchange;

. if we will have the option to redeem all or argriion of the debt securities, the terms and camabtupon which the debt securities may be
redeemed;



. the terms and conditions of any sinking fund thieo similar provisions obligating us or permittiadiolder to require us to redeem or
purchase all or any portion of the debt securitigsr to final maturity;

. the currency or currencies in which the debt sées are denominated and payable if other thad dollars;

. whether the amount of any payments on the delbtrisies may be determined with reference to aexndormula or other method and the
manner in which such amounts are to be determined,;

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

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

. the terms and conditions, if any, upon whichdhkbt securities may be convertible into commonkstygreferred stock;
. whether the debt securities will be issued intitesited or book-entry form;

. whether the debt securities will be in registesethearer form and, if in registered form, the @lamations of the debt securities if other than
$1,000 and multiples of $1,000;

. the applicability of the defeasance and covedafgasance provisions of the applicable indenand;
. any other terms of the debt securities consistéhtthe provisions of the applicable indenture.

Debt securities may be issued under the indenag@siginal issue discount securities to be offemed sold at a substantial discount from
their stated principal amount. Special U.S. fedemedme tax, accounting and other consideratiopticgble to original issue discount
securities will be described in the applicable pexdus supplement.

Unless otherwise provided with respect to a sexietebt securities, the debt securities will beiéssonly in registered form, without coupa
in denominations of $1,000 and multiples of $1,000.

Certificated securities

Except as otherwise stated in the applicable paigpesupplement, debt securities will not be issnaxkrtificated form. If, however, debt
securities are to be issued in certificated formservice charge will be made for any transfenmhange of any of those debt securities. We
may require payment of a sum sufficient to covaer tx or other governmental charge payable in cotiore with the transfer or exchange of
those debt securities.

Book-entry debt securities

The debt securities of a series may be issued alendr in part in the form of one or more globatwiéties that will be deposited with the
depositary identified in the applicable prospecugplement. Unless it is exchanged in whole omirt for debt securities in definitive form, a
global security may not be transferred. Howevamnsdfers of the whole security between the depgsitarthat global security and its nominee
or their respective successors are permitted.

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

DTC has provided the following information to usTO is a:
. limited-purpose trust company organized undeiNae York Banking Law;
. a banking organization within the meaning of e York Banking Law;
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. a member of the U.S. Federal Reserve System;
. a clearing corporation within the meaning of M&w York Uniform Commercial Code; and
. a clearing agency registered under the provisiéi&ection 17A of the Securities Exchange Act.

DTC holds securities that its direct participarepalsit with DTC. DTC also facilitates the settletn@among direct participants of securities
transactions, in deposited securities through elait computerized bookntry changes in the direct participant's accouris eliminates th
need for physical movement of securities certiisaDirect participants include securities brolerd dealers, banks, trust companies,
clearing corporations and certain other organizati®TC is owned by a number of its direct partcifs and by the New York Stock
Exchange, Inc., the American Stock Exchange, Ind.the National Association of Securities Dealbrs, Access to DTC's book-entry
system is also available to indirect participanishsas securities brokers and dealers, banks asidcmmpanies that clear through or maintain
a custodial relationship with a direct participarte rules applicable to DTC and its direct andrawat participants are on file with the SEC.

Principal and interest payments on global secgriggistered in the name of DTC's nominee will lzglenin immediately available funds to
DTC's nominee as the registered owner of the glsbalrities. We and the trustee will treat DTC'simee as the owner of the global
securities for all other purposes as well. Accagtlinwe, the trustee and any paying agent will hawalirect responsibility or liability to pay
amounts due on the global securities to ownerenéficial interests in the global securities. IDIEC's current practice, upon receipt of any
payment of principal or interest, to credit dirparticipants' accounts on the payment date acaptditheir respective holdings of beneficial
interests in the global securities. These paymeiltbe the responsibility of the direct and inditgarticipants and not of DTC, the trustee or
us.

Debt securities represented by a global securitybwiexchangeable for debt securities in defimifiorm of like amount and terms in
authorized denominations only if:

. DTC notifies us that it is unwilling or unable¢ontinue as depositary;

. DTC ceases to be a registered clearing agencg andcessor depositary is not appointed by usmb days; or

. we determine not to require all of the debt skiegrof a series to be represented by a globairgg@nd notify the trustee of our decision.
Merger

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

. we are the continuing corporation; or

. we are not the continuing corporation, the susmesorporation, expressly assumes all paymengd| dine debt securities and the
performance and observance of all the covenanteamditions of the applicable indenture; and

. neither we nor the successor corporation is faudeimmediately after the transaction under thpli@able indenture.

Events of default, notice and waiver

Senior indenture. The senior indenture providesttimfollowing are events of default with respcany series of senior debt securities:
. default for 30 days in the payment of any inteagsany debt security of that series;

. default in the payment of the principal of ormpiam, if any, on any debt security of that seriesamaturity;
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. default in making a sinking fund payment requif@dany debt security of that series;

. default in the performance of any of our otherasmants in the senior indenture that continue$@odays after written notice, other than
default in a covenant included in the senior indensolely for the benefit of another series ofiaedebt securities;

. the acceleration of the maturity of more than,®26,000 in the aggregate of any of our other itelhiess, where that indebtedness is not
discharged or that acceleration is not rescindezhaulled;

. certain events of bankruptcy, insolvency or raaigation of us or our property; and
. any other event of default provided with resped particular series of debt securities.

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

If an event of default with respect to any seriesamior debt securities occurs and is continuiing,senior trustee or the holders of not less
than 25% in principal amount of the outstandingtdelourities of that series may declare the prad@mount of all of the debt securities of
that series immediately due and payable. Subjem¢iain conditions, the holders of a majority fmpipal amount of outstanding debt
securities of that series may rescind and anntilab@eleration. However, they may only do so ifeaknts of default, other than the non-
payment of accelerated principal or specified portf accelerated principal, with respect to delsusities of that series have been cured or
waived.

Holders of a majority in principal amount of anyise of outstanding senior debt securities mayjesilto some limitations, waive any past
default with respect to that series and the coreseps of the default. The prospectus supplemeatirrglto any series of senior debt secur
which are original issue discount securities wikdribe the particular provisions relating to aeraion of a portion of the principal amoun
those original issue discount securities upon tteeigence and continuation of an event of defaMithin 120 days after the close of each
fiscal year, we must file with the senior trustegtatement, signed by specified of our officeratisty whether those officers have knowledge
of any default under the senior indenture.

Except with respect to its duties in case of defdlné senior trustee is not obligated to exeraisgeof its rights or powers at the request or
direction of any holders of any series of outstagdienior debt securities, unless those holders btgred the senior trustee reasonable
security or indemnity. Subject to those indemnifa provisions and limitations contained in thaise indenture, the holders of a majority
principal amount of any series of the outstandialgtdecurities issued thereunder may direct angeaing for any remedy available to the
senior trustee, or the exercising of any of thémdrnustee's trusts or powers.

Subordinated indenture. The subordinated indemiroeides that the following are events of defauthwespect to any series of subordinated
debt securities:

. default for 30 days in the payment of any intecgsany debt security of that series;
. default in the payment of the principal of ormrem, if any, on any debt security of that seriegsamaturity;
. default in making a sinking fund payment requif@dany debt security of that series;

. any default in the performance of any of our ot@/enants in the subordinated indenture thatiwoes for 60 days after written notice,
other than default in a covenant included in tHmosdinated indenture solely for the benefit of &ieotseries of subordinated debt securities;
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. the acceleration of more than $25,000,000, witereindebtedness is not discharged or that aet&laris not rescinded or annulled;
. certain events relating to the bankruptcy, ineoby or reorganization of us or our property; and
. any other event of default provided with resgec particular series of debt securities.

The subordinated trustee generally may withholicedb the holders of any series of subordinatdat decurities of any default with respect
to that series if it considers the withholding ®ib the interest of the holders. However, the siibated trustee may not withhold notice of
any default in the payment of the principal of eempium, if any or interest on any debt securityhait series or in the payment of any sinking
fund installment in respect of any debt securityhat series.

If an event of default with respect to any seriesubordinated debt securities occurs and is cointf) the subordinated trustee or the holders
of not less than 25% in principal amount of thestariding debt securities of that series may deti@r@rincipal amount of all of the debt
securities of that series immediately due and play&ubject to certain conditions, the holders ofaority in principal amount of outstandi
debt securities of that series may rescind andlahatiacceleration. However, they may only dofsdlievents of default with respect to debt
securities of that series have been cured or wakielitlers of a majority in principal amount of asgries of the outstanding subordinated
securities may, subject to some limitations, waing past default with respect to that series aadtimsequences of the default. The
prospectus supplement relating to any series ajrslilated debt securities which are original isdiseount securities will describe the
particular provisions relating to acceleration gfaation of the principal amount of those origirssue discount securities upon the occurrence
and continuation of an event of default. Within &ys after the close of each fiscal year, we Hilestvith the subordinated trustee a
statement, signed by specified officers of usjrsgavhether such officers have knowledge of anyadkfunder the subordinated indenture.

Except with respect to its duties in case of defdlné subordinated trustee is not obligated to@se any of its rights or powers at the request
or direction of any holders of any series of outdtag subordinated debt securities, unless thokketwhave offered the subordinated trustee
reasonable security or indemnity. Subject to thodemnification provisions and limitations containea the subordinated indenture, the
holders of a majority in principal amount of anyise of the outstanding subordinated debt secaritiay direct any proceeding for any
remedy available to the subordinated trustee,@exercising of any of the subordinated trustea&tg or powers.

Modification of the indentures

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

. changes the stated maturity of the principabothe premium, if any, or any installment of irggtron, that debt security;
. reduces the principal amount of, or the ratenooant of interest on, or any premium payable ommggtion of, that debt security;

. reduces the amount of principal of an originaliss discount security that would be due and paygide declaration of acceleration of its
maturity or would be provable in bankruptcy;

. adversely affects any right of repayment of thklar of that debt security;
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. changes the place of payment where, or the acyrienwhich, any payment on that debt securityaggble;
. impairs the right to institute suit to enforceygmrayment on or with respect to that debt secuoiy;

. reduces the percentage of outstanding debt siesuof any series necessary to modify or amendéner indenture or to waive compliance
with some of its provisions or defaults and theingequences.

We and the senior trustee may amend the seniontadewithout the consent of the holders of anyaeattebt securities in certain limited
circumstances, such as:

. to evidence the succession of another entitystand the assumption by the successor of our cat&enantained in the senior indenture;
. to secure the securities; and

. to cure any ambiguity, to correct or supplement grovision in the senior indenture which may heonsistent with any other provision of
the senior indenture.

Subordinated indenture. Modifications and amendmgnthe subordinated indenture may be made oubjest to some exceptions, with the
consent of the holders of a majority in aggregaitecipal amount of all outstanding debt securitiesler the subordinated indenture which are
affected by the modification or amendment. Howethex,holder of each affected subordinated debtriggeuust consent to any modification
or amendment of the subordinated indenture that:

. changes the stated maturity of the principabothe premium, if any, or any installment of irggtron, that debt security;
. reduces the principal amount of, or the ratenooant of interest on, or any premium payable ommggtion of, that debt security;

. reduces the amount of principal of an originaliss discount security that would be due and paygide declaration of acceleration of its
maturity or would be provable in bankruptcy;

. adversely affects any right of the repaymentheftiolder of that debt security;
. changes the place of payment where, or the atyrienwhich, any payment on that debt securityaggble;
. impairs the right to institute suit to enforceygrayment on or with respect to that debt security;

. reduces the percentage of outstanding debt siesunf any series necessary to modify or amenduberdinated indenture or to waive
compliance with some of its provisions or defaaltsl their consequences; or

. subordinates the indebtedness evidenced by #itsécurity to any of our indebtedness other Heamior indebtedness.

We and the subordinated trustee also may amergltf@dinated indenture without the consent of thlddrs of any subordinated securities
in certain limited circumstances, such as:

. to evidence the succession of another entitystand the assumption by the successor of our cat@nantained in the subordinated
indenture;

. to secure the securities; and

. to cure any ambiguity, to correct or supplemant provision in the subordinated indenture whiclyrha inconsistent with any other
provision of the subordinated indenture.



Defeasance and covenant defeasance

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

. to defease and be discharged from, subject t@ dionitations, all of our obligations with respéctthose debt securities; or

. to be released from our obligations to complyhvgipecified covenants relating to those debt seesiiis described in the applicable
prospectus supplement.

To effect that defeasance or covenant defeasamcejust irrevocably deposit in trust with the releviiustee an amount in any combination
of funds or government obligations, which, throulgl payment of principal and interest in accordamitle their terms, will provide money
sufficient to make payments on those debt secariie any mandatory sinking fund or analogous paysrn those debt securities.

On such a defeasance, we will not be released dtdigations:

. to pay additional amounts, if any, upon the omenre of some events;
. to register the transfer or exchange of those sieturities;

. to replace some of those debt securities;

. to maintain an office relating to those debt siies;

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

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

. will not recognize income, gain or loss for Uf&deral income tax purposes as a result of theadafece or covenant defeasance; and

. will be subject to U.S. federal income tax on shene amounts, in the same manner and at the sagseas would have been the case if the
defeasance or covenant defeasance had not occluritbe. case of defeasance, the opinion of counsst be based upon a ruling of the IRS
or a change in applicable U.S. federal incomedaxdccurring after the date of the applicable iriden

Government obligations mean generally securitieEhvare:

. direct obligations of the U.S. or of the goverminehich issued the foreign currency in which tledtdsecurities of a particular series are
payable, in each case, where the issuer has plédgedl faith and credit to pay the obligatiors;

. Obligations of an agency or instrumentality of th.S. or of the government which issued the foreigrrency in which the debt securities of
that series are payable, the payment of which é®nditionally guaranteed as a full faith and crediligation by the U.S. or that other
government.

In any case, the issuer of government obligati@mnot have the option to call or redeem the ohitigat In addition, government obligations
include, subject to certain qualifications, a defoog receipt issued by a bank or trust compangussodian with respect to any government
obligation or a specific payment of interest orponcipal of any such government obligation heldhy custodian for the account of a
depository receipt holder.

If we effect covenant defeasance with respect yodat securities, the amount on deposit with éheviant trustee will be sufficient to pay
amounts due on the debt securities at the timbedf stated maturity. However, those debt secsritiay become due and payable prior to
their stated maturity if there is an event of défaith



respect to a covenant from which we have not belerased. In that event, the amount on deposit magesufficient to pay all amounts due
on the debt securities at the time of the accetarat

The applicable prospectus supplement may furthecrdee the provisions, if any, permitting defeasaoccovenant defeasance, including
modifications to the provisions described above.

Senior debt securities

Senior debt securities are to be issued undemrthersindenture. Each series of senior debt seesinitill constitute senior indebtedness and
will rank equally with each other series of serdebt securities and other senior indebtednessublbrdinated debt, including, but not limi
to, all subordinated securities, will be subordauikto the senior debt securities and other sendstitedness.

Subordination of subordinated securities

Subordinated indenture. Payments on the subordirsaseurities will be subordinated to our senioeintg@dness, whether outstanding on the
date of the subordinated indenture or incurred #fie date. At September 30, 2000, our aggregatimisindebtedness was approximately
$5.218 hillion. The applicable prospectus supplenf@meach issuance of subordinated securitiesspiicify the aggregate amount of our
outstanding indebtedness as of the most recentigable date that would rank senior to and equalti the offered subordinated securities.

Ranking. No class of subordinated securities i®slibated to any other class of subordinated detirities. See "Subordination provisions'
below.

Subordination provisions. If any of certain spesdfievents occur, the holders of senior indebtedmeiss receive payment of the full amount
due on the senior indebtedness, or that paymentimeusuly provided for, before we may make paymentthe subordinated securities.
These events are:

. any distribution of our assets upon our liquidatireorganization or other similar transactionegtdor a distribution in connection with a
merger or other transaction complying with the carg described above under "Merger";

. the occurrence and continuation of a paymentulteéa any senior indebtedness; or

. a declaration of the principal of any serieshaf subordinated securities, or, in the case ofr@igssue discount securities, the portion of the
principal amount specified under their terms, as d@lnd payable, that has not been rescinded andlethnu

However, if the event is the acceleration of amyeseof subordinated securities, only the holdérsenior indebtedness outstanding at the
of the acceleration of those subordinated secsyitig in the case of original issue discount sgear that portion of the principal amount
specified under their terms, must receive paymeétiiefull amount due on that senior indebtednessuch payment must be duly provided
for, before we make payments on the subordinatedtriies.

As a result of the subordination provisions, sormeus general creditors, including holders of semalebtedness, may recover more, ratably,
than the holders of the subordinated securiti¢berevent of insolvency.

Definition of senior indebtedness

Senior indebtedness means the following indebtedoesbligations:

. the principal of and premium, if any, and unpaigrest on indebtedness for money borrowed;
. purchase money and similar obligations;

. Obligations under capital leases;
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. guarantees, assumptions or purchase commitmeatsg to, or other transactions as a result dEwlwve are responsible for the payment
the indebtedness of others;

. renewals, extensions and refunding of that ineldimss;
. interest or obligations in respect of the inddhtss accruing after the commencement of any iarolvor bankruptcy proceedings; and
. Obligations associated with derivative products.

However, indebtedness or obligations are not sénd@btedness if the instrument by which we becobigated for that indebtedness or
those obligations expressly provides that thathiteliness or those obligations are junior in righdgayment to any other of our indebtedness
or obligations.

Convertible debt securities

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

Conversion. The holder of unredeemed convertible slecurities may, at any time during the perioec#jed in the applicable prospectus
supplement, convert those convertible debt seesritito shares of common stock or preferred sfble&.conversion price or rate for each
$1,000 principal amount of convertible debt se@sitvill be specified in the applicable prospectupplement. The holder of a convertible
debt security may convert a portion of the contégtdebt security which is $1,000 principal amoomany multiple of $1,000. In the case of
convertible debt securities called for redemptmomversion rights will expire at the close of besis on the date fixed for the redemption.
However, in the case of repayment at the opticth@fapplicable holder, conversion rights will tematie upon receipt of written notice of the
holder's exercise of that option.

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

. the issuance of shares of common stock as aedidid
. subdivisions and combinations of common stock;

. the issuance to all holders of common stockgifta or warrants entitling such holders for a ot exceeding 45 days to subscribe for or
purchase shares of common stock at a price pee &8 than its current per share market price; and

. the distribution to all holders of common stodk o

(1)shares of our capital stock, other than comntocks

(2)evidences of our indebtedness or assets exgudish dividends or distributions paid from ouamed earnings; or
(3)subscription rights or warrants other than thaferred to above.

No adjustment of the conversion price or rate balrequired in any of these cases unless an adjnstnould require a cumulative increas
decrease of at least 1% in that price or rate.tienrzal shares of common stock will not be issuedruponversion. In place of fractional sha
we will pay a cash adjustment. Unless otherwiseifipd in the applicable prospectus supplementyedible debt securities convertible into
common stock surrendered for conversion betweenesord date for an interest payment and the iblaterest payment date must be
accompanied by payment of an amount equal to tkeegist payment on the surrendered convertible sishirity. However, that payment does
not have to accompany convertible debt securitieerdered for conversion if those convertible deuiurities have been called for
redemption during that period.

The adjustment provisions for debt securities caibe into shares of preferred stock will be detigred at the time of an issuance of debt
securities and will be described in the applicaistespectus supplement.
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Description of Preferred Stock

This section describes the general terms and pomg&®of our preferred stock. The applicable prospesupplement will describe the specific
terms of the preferred stock offered through thaspectus supplement as well as any general tegstited in this section that will not
apply to those shares of preferred stock.

We have summarized certain selected terms of #feed stock in this section. The summary is notglete. You should read our restated
certificate of incorporation that is an exhibitdor annual report on Form 10-K and the certifiagtdesignation relating to the applicable
series of the preferred stock that we will filetwihe SEC for additional information before you tauny preferred stock.

General

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

. the designation of the series;

. the number of shares to comprise the series;

. the dividend rate or rates payable with respethé¢ shares of the series;

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

. the voting rights;

. any sinking fund provisions for the redemptiorparchase of the shares of the series;

. the terms and conditions upon which the shamesamvertible or exchangeable, if they are conlertor exchangeable; and
. any other relative rights, preferences and litinites pertaining to the series.

The preferred stock will have the rights descrilvethis section unless the applicable prospectpplsment provides otherwise. You should
read the prospectus supplement relating to thécpkat series of the preferred stock it offersgpecific terms, including:

. the designation, stated value and liquidatiorigremce of that series of the preferred stock aechumber of shares offered;
. the initial public offering price at which theasies will be issued,

. the dividend rate or rates or method of calcatabf dividends, the dividend periods, the datdates on which dividends will be payable
whether such dividends will be cumulative or nonalative and, if cumulative, the dates from whichidiénds shall commence to cumulate;

. any redemption or sinking fund provisions;

. any conversion or exchange provisions;

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

. whether interests in that series of preferredistill be represented by our depositary shared; an

. any additional dividend, liquidation, redemptisimking fund and other rights, preferences, petyds, limitations and restrictions of that
series of preferred stock.

When we issue shares of preferred stock againsagatyfor the shares, they will be fully paid anchassessable. This means that the full
purchase price for those shares will have beengraidhe holders
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of those shares will not be assessed any additinoales for those shares. Holders of preferredkstdolt have no preemptive rights to
subscribe for any additional securities that we iisaye.

Because we are a holding company, our rights amdights of holders of our securities, including tiolders of preferred stock, to participate
in the distribution of assets of any subsidiaryefs upon its liquidation or recapitalization Wik subject to the prior claims of its creditors
and preferred stockholders. We will not be struadtyrsubordinated to the extent we are a credititin vecognized claims against the
subsidiary or are a holder of preferred stock efghbsidiary.

Dividends

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

The applicable prospectus supplement will alsestdtether dividends on any series of preferredksaoe cumulative or noncumulative. If
our board of directors does not declare a divideaghble on a dividend payment date on any noncuivelseries of preferred stock, then the
holders of that series will not be entitled to igeea dividend for that dividend period. In thosegmstances, we will not be obligated to pay
the dividend accrued for that period, whether drdieidends on such preferred stock are declargzhimt on any future dividend payment
dates.

Our board of directors may not declare and payaeind on any of our stock ranking, as to dividersgial with or junior to any series of
preferred stock unless full dividends on that sehiave been declared and paid, or declared andisoffmoney is set aside for payment. L
either full dividends are paid, or are declared pagment is set aside, on preferred stock rankiugleas to dividends, then:

. we will declare any dividends pro rata amongpteferred stock of each series and any prefermak sanking equal to the preferred stocl
to dividends; in other words, the dividends we dexber share on each series of such preferrekl wihdbear the same relationship to each
other that the full accrued dividends per shareach such series of the preferred stock bear to ather;

. other than such pro rata dividends, we will netldre or pay any dividends or declare or makedéstyibutions upon any security ranking
junior to or equal with the preferred stock asitodinds or upon liquidation, except dividends mtributions paid for with securities rankii
junior to the preferred stock as to dividends apdruliquidation; ant

. we will not redeem, purchase or otherwise acquirget aside money for a sinking fund for any sées ranking junior to or equal with the
preferred stock as to dividends or upon liquidag&nept by conversion into or exchange for stodkguto the preferred stock as to dividends
and upon liquidation.

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

Redemption

Preferred stock may be redeemable, in whole oaihy pt our option, and may be subject to mandateagmption through a sinking fund or
otherwise, as described in the applicable prospestipplement. Redeemed preferred stock will beartteorized but unissued shares of
preferred stock that we may issue in the future.
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If a series of preferred stock is subject to mamgatedemption, the applicable prospectus supplémiinspecify the number of shares that
we will redeem each year and the redemption pliqeeferred stock is redeemed, we will pay allraed and unpaid dividends on those
shares to, but excluding, the redemption datéhérchse of any noncumulative series of prefermeksaccrued and unpaid dividends will not
include any accumulation of dividends for prioridend periods. The applicable prospectus supplemiralso specify whether we will pay
the redemption price in cash or other propertyhéfredemption price for preferred stock of anyeseis payable only from the net proceed
the issuance of our capital stock, the terms df gheferred stock may provide for its automatic\@nsion upon the occurrence of certain
events. These events include if no capital stoskideen issued or if the net proceeds from any igguare insufficient to pay in full the
aggregate redemption price then due.

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

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

. we will not redeem any preferred stock of thateseunless we simultaneously redeem all outstanstirares of preferred stock of that series;
and

. we will not purchase or otherwise acquire anygred stock of that series.

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

Unless the applicable prospectus supplement speatherwise, we will give notice of a redemptignmtiling a notice to each record holder
of the shares to be redeemed, between 30 to 60pdimyto the date fixed for redemption. We will irthe notices to the holders' addresses as
they appear on our stock records. Each noticestdte:

. the redemption date;

. the number of shares and the series of the peefstock to be redeemed:;

. the redemption price;

. the place or places where holders can surrehderdrtificates for the preferred stock for paynadrthe redemption price;
. that dividends on the shares to be redeemedealie to accrue on the redemption date; and

. the date when the holders' conversion righ@nyf, will terminate.

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

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

. the dividends on the preferred stock called éatlemption will no longer accrue;
. such shares will no longer be considered outstgndnd
. the holders will no longer have any rights asldbolders except to receive the redemption price.
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When the holders of these shares surrender thiiaags representing these shares, in accordaithdive notice, the redemption price
described above will be paid out of the funds wavjate. If fewer than all the shares representedryycertificate are redeemed, a new
certificate will be issued representing the unreaee shares without cost to the holder of thoseeshar

Conversion or exchange rights

The prospectus supplement relating to a seriesedéped stock that is convertible or exchangeualilestate the terms on which shares of 1
series are convertible or exchangeable into comstmek, another series of preferred stock or dehiritées.

Rights upon liquidation

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

. liguidation distributions in the amount statedtie applicable prospectus supplement; and
. all accrued and unpaid dividends whether or aoted or declared.

We will pay these amounts to the holders of shafesch series of the preferred stock, and all artsoowing on any preferred stock ranking
equally with that series of preferred stock asgoitlating distributions, out of our assets avd#dbr distribution to stockholders. These
payments will be made before any distribution islento holders of any securities ranking juniortte series of preferred stock upon
liquidation.

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

After we pay the full amount of the liquidation glibution to which the holders of a series of theferred stock are entitled, those holders
have no right or claim to any of our remaining ésse

Voting rights

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

If we fail to pay dividends on any shares of preddrstock for six consecutive quarterly periods, liblders of those shares of preferred stock,
voting separately as a class with all other serfgweferred stock upon which the same voting sdtave been conferred and are exercisable,
will be entitled to vote for the election of twoditional directors to the board of directors. Thiay be done at a special meeting called by the
holders of record of at least 10% of those shaf@sederred stock or the next annual meeting oflgtolders and at each subsequent meeting
until:

. in the case of a series of preferred stock witimaative dividends, all dividends accumulated twat series of preferred stock for the past
dividend periods and the then current dividendquehave been fully paid or declared and a sumdefft for the payment of these dividends
has been set aside for payment; or

. in the case of a series of noncumulative prefiesteck, four consecutive quarterly dividends aat #eries of noncumulative preferred stock
have been fully paid or declared and a sum suffidier the payment of these dividends has beeasidé for payment.

In this case, the entire board of directors willilereased by two directors.
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So long as any shares of preferred stock remastanding, unless we receive the consent of theenolof any outstanding series of preferred
stock as specified below, we will not:

. authorize, issue or increase the authorized atafuany capital stock ranking prior to the outstang series of preferred stock as to
dividends or liquidating distributions;

. reclassify any capital stock into any shares Witk kind of prior ranking;
. authorize or issue any obligation or securityt tepresents the right to purchase any capitakstgih this kind of prior ranking; or

. amend or alter the provisions of our restatetifmate of incorporation, so as to materially aadlersely affect any right, preference,
privilege or voting power of that series of preéetistock or the holders of that series of prefestedk.

This consent must be given by the holders of &t leo-thirds of each series of all outstandingemred stock described in the preceding
sentence, voting separately as a class. We wilbeoequired to obtain this consent with respetiéoactions relating to changes to our
restated certificate of incorporation, howeveryé only:

. increase the amount of the authorized prefert@zkr any outstanding series of preferred stackny of our other capital stock; or

. create and issue another series of preferre#t stoany other capital stock; and

. in either case, this preferred stock ranks egthl or junior to the outstanding preferred stosk@dividends and liquidating distributions.
Description of Depositary Shares

This section describes the general terms and pomg®f shares of preferred stock represented pggitary shares. The applicable prospe
supplement will describe the specific terms ofdeeositary shares offered through that prospecipislsment and any general terms outlined
in this section that will not apply to those depasi shares.

We have summarized in this section certain terndspaavisions of the deposit agreement, the depgsitaares and the receipts representing
depositary shares. The summary is not complete.stiould read the forms of deposit agreement andsitapy receipt that we have filed
with the SEC for additional information before yiouy any depositary shares that represent prefetostt of that series.

General

We may issue depositary receipts evidencing theslepy shares. Each depositary share will reptesénaction of a share of preferred stc
Shares of preferred stock of each class or sexesented by depositary shares will be depositddna separate deposit agreement among
us, the preferred stock depositary and the holofettse depositary receipts. Subject to the ternth®fdeposit agreement, each owner of a
depositary receipt will be entitled, in proportitnthe fraction of a share of preferred stock repnéed by the depositary shares evidenced by
that depositary receipt, to all the rights and @refices of the preferred stock represented by thesesitary shares. Those rights include any
dividend, voting, conversion, redemption and liguidn rights. Immediately following our issuancelatelivery of the preferred stock to the
preferred stock depositary, we will cause the pretestock depositary to issue the depositary pgs@in our behalf.

Dividends and other distributions

The preferred stock depositary will distributedillidends or other cash distributions receivedespect of the preferred stock to the record
holders of depositary receipts in proportion toriienber of depositary receipts owned by those hslde
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If there is a distribution other than in cash, pheferred stock depositary will distribute propéttseceives to the entitled record holders of
depositary receipts. However, if the preferredlstbepositary determines that it is not feasiblenttke that distribution, the preferred stock
depositary may, with our approval, sell the propartd distribute the net proceeds from this satbecholders of depositary shares.

Withdrawal of stock

If a holder of depositary receipts surrenders #ygogitary receipts at the corporate trust officthefpreferred stock depositary, the holder will
be entitled to receive the number of shares optkéerred stock and any money or other propertyessmted by those depositary shares.
However, the holder will not be entitled to receiliese shares and related assets if the relatebiteey shares have previously been called
for redemption or converted or exchanged into osieeurities of our company. Holders of depositageipts will be entitled to receive whole
or fractional shares of the preferred stock onbidigs of the proportion of preferred stock represgby each depositary share specified in the
applicable prospectus supplement. Holders of stidrpeeferred stock received in exchange for deppsshares will no longer be entitled to
receive depositary shares in exchange for sharpsetdrred stock. If the holder delivers depositageipts evidencing a number of deposi
shares that is more than the number of depositeses representing the number of shares of prefstoek to be withdrawn, the preferred
stock depositary will issue the holder a new depogireceipt evidencing this excess number of déggsshares at the same time.

Redemption of depositary shares

Whenever we redeem shares of preferred stock lyetlebpreferred stock depositary, the preferredkstiepositary will redeem as of that
redemption date the number of depositary sharessepting shares of the preferred stock so rededrwmdever, we must have paid in full
the redemption price of the preferred stock todseeemed plus any accrued and unpaid dividendseopréierred stock to the preferred stock
depositary.

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

After the date fixed for redemption, the depositsitares called for redemption will no longer bestariding. When the depositary shares are
no longer outstanding, all rights of the holdershaf related depositary receipts will cease, extteptight to receive money or other property
that the holders of the depositary receipts wetileh to receive upon such redemption. These paysnill be made when the holders
surrender their depositary receipts to the prefiesteck depositary.

Voting the preferred stock

Upon receipt of notice of any meeting at which ltloéders of the preferred stock are entitled to vtite preferred stock depositary will mail
information about the meeting contained in theaw®td the record holders of the depositary sham@esenting such preferred stock. Each
record holder of depositary shares on the recotelw#dl be entitled to instruct the preferred statgpositary as to how the preferred stock
underlying the holder's depositary shares will bted. The record date for the depositary sharddwithe same as the record date for the
preferred stock.

The preferred stock depositary will vote the amamfrreferred stock represented by the deposifaayes according to these instructions. We
will agree to take all reasonable action deemee@ssary by the preferred stock depositary in orlengble the preferred stock depositary to
vote the preferred stock in that manner. The prefestock depositary will not vote shares of prefgistock for which it does not receive
specific instructions from the holders of depogitstnares representing that preferred stock. Thiemes stock depositary will not be
responsible
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for any failure to carry out any voting instructjar for the manner or effect of any vote, as lasgts action or inaction is in good faith and
does not result from its negligence or willful misduct.

Exchange of preferred stock

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

The exchange rate per depositary share will beléqule exchange rate per share of preferred stoakiplied by the fraction of a share of
preferred stock represented by one depositary splugall money and other property, if any, repreeed by such depositary shares, including
all accrued and unpaid dividends on the sharesaféped stock.

Conversion of preferred stock

The depositary shares, as such, are not convegtitdechangeable into common stock or any of olerosecurities or property. Nevertheless,
the prospectus supplement relating to an offerfrdppositary shares may provide that the holdedepbsitary receipts may surrender their
depositary receipts to the preferred stock depgsitéith written instructions to the preferred staddpositary to instruct us to cause the
conversion or exchange of the preferred stock sgprted by these depositary shares. We have adyaeapion receipt of these instructions
and any related amounts payable we will causedfygasted conversion or exchange. If the depositaayes are to be converted or exchat

in part only, a new depositary receipt or receigtsbe issued for any depositary shares not tadreverted or exchanged.

Amendment and termination of the deposit agreement

The form of depositary receipt evidencing the déposshares and any provision of the deposit agesg may be amended by agreement
between us and the preferred stock depositary. Memvany amendment that materially and adversédysathe rights of the holders of
depositary shares or that would be materially ahaesely inconsistent with the rights granted ®hiblders of the related preferred stock
requires the approval of the holders of at leastttirds of the depositary shares then outstanding.

We may terminate the deposit agreement upon nethes 60 days' notice if holders of a majorityhef depository shares then outstanding
consent. If we terminate the deposit agreementptéferred stock depositary will deliver or makeaitable to each holder of depositary
receipts that surrenders the depositary receipisldts, the number of whole or fractional sharepreferred stock represented by the
depositary shares evidenced by these depositagiptec

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

. there is a final distribution in respect of tledated preferred stock in connection with any liltion of our business and the distribution has
been distributed to the holders of the related ditgguy receipts.

Charges of preferred stock depositary

We will pay all transfer and other taxes and gowegntal charges arising solely from the existendah@fdeposit agreement. In addition, we
will pay the fees and expenses of the preferrecksiepositary in connection with the performancéséiuties under the deposit agreement.
Holders of depositary receipts will pay transfed ather taxes and governmental charges and any aheges that are stated to be their
responsibility in the deposit agreement.
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Resignation and removal of depositary

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

Miscellaneous

The preferred stock depositary will forward to hextsl of depositary receipts any reports and comnatinits that we send to the preferred
stock depositary with respect to the related pretkestock.

Neither we nor the preferred stock depositary bdllliable if it is prevented or delayed, by lawaory circumstances beyond its contro
performing its obligations under the deposit agreemOur obligations and the preferred stock deposs obligations under the deposit
agreement will be limited to performance in goothfand without negligence or willful misconducttbe duties described in the deposit
agreement. Neither we nor the preferred stock digpgwill be obligated to prosecute or defend &gal proceeding relating to any
depositary receipts, depositary shares or sharpeetdrred stock unless satisfactory indemnityisished. We and the preferred stock
depositary may rely on written advice of counsehecountants, or information provided by persors@nting shares of preferred stock for
deposit, holders of depositary receipts or othesqes believed to be competent and authorizedgartformation and on documents believed
to be genuine.

If the preferred stock depositary receives cornfligtlaims, requests or instructions from any haddd depositary receipts, on the one hand,
and us, on the other hand, the preferred stocksitapp will be entitled to act on the claims, resiseor instructions received from us.

Description of Warrants
General

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

The applicable prospectus supplement will desdtibdollowing terms, where applicable, of warraintsespect of which this prospectus is
being delivered:

. the title of the warrants;

. the designation, amount and terms of the seesritir which the warrants are exercisable and theggures and conditions relating to the
exercise of such warrants;

. the designation and terms of the other securifiesy, with which the warrants are to be issaad the number of warrants issued with such
security;

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

. any provisions for adjustment of the number ooant of securities receivable upon exercise ofaheants or the exercise price of the
warrants;
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. the price or prices at which the securities paselble upon exercise of the warrants may be purdhas

. if applicable, the date on and after which theragts and the securities purchasable upon exestibe warrants will be separately
transferable;

. if applicable, a discussion of the material Udi§tates federal income tax considerations appédalthe exercise of the warrants;
. any other terms of the warrants, including tempnecedures and limitations relating to the excleasugd exercise of the warrants;

. the date on which the right to exercise the wdsravill commence, and the date on which the nightexpire;

. the maximum or minimum number of warrants whiciyrbe exercised at any time; and

. information with respect to book-entry procedyitany.

Exercise of warrants

Each warrant will entitle the holder thereof to ghase for cash the amount of debt securities, studinereferred stock, shares of our common
stock or depositary shares at the exercise prigglbi®m each case be set forth in, or be determi@as set forth in, the applicable prospectus
supplement. Warrants may be exercised at any tpre the close of business on the expiration dettéosth in the applicable prospectus
supplement. After the close of business on theratipn date, unexercised warrants will become void.

Warrants may be exercised as set forth in the gl prospectus supplement relating to those wiatrblpon receipt of payment and the
warrant certificate properly completed and dulyated at the corporate trust office of the waragent or any other office indicated in the
applicable prospectus supplement, we will, as smopracticable, forward the purchased securitidsss than all of the warrants represented
by the warrant certificate are exercised, a newavarcertificate will be issued for the remainingrvants.

Description of Stock Purchase Contractsand Stock Purchase Units

We may issue stock purchase contracts, includimgracts obligating holders to purchase from us, @ijating us to sell to the holders, a
specified number of shares of our common stockuoipreferred stock at a future date or dates.priee per share of common stock or
preferred stock may be fixed at the time the smaokchase contracts are issued or may be deterrhinadpecific reference to a formula set
forth in the stock purchase contracts. The stockhmse contracts may be issued separately or effsiock purchase units consisting of (1)
a stock purchase contract and (2) debt secungieserred securities or debt obligations of thiedties, including U.S. Treasury securities,
securing the holders' obligations to purchase ouarroon stock or the preferred stock under the spockhase contracts. The stock purchase
contracts may require us to make periodic paymertise holders of the stock purchase units or varsa, and such payments may be
unsecured or prefunded on some basis. The stockgse contracts may require holders to securedbbgations thereunder in a specified
manner. The applicable prospectus supplement editdbe the terms of any stock purchase contraaok purchase units.

Unless otherwise specified in the applicable progmesupplement, the securities related to thekgiaochase contracts will be pledged to a
collateral agent, for our benefit, under a pledgeeament. The pledged securities will secure thigations of holders of stock purchase
contracts to purchase shares of our common stookrgpreferred stock under the related stock pweltantracts. The rights of holders of
stock purchase contracts to the related pledgedities will be subject to our security interestlimse pledged securities. That
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security interest will be created by the pledgesagrent. No holder of stock purchase contractsb&ippermitted to withdraw the pledged
securities related to such stock purchase contfiamtsthe pledge arrangement except upon the tetioim or early settlement of the related
stock purchase contracts. Subject to that secutityest and the terms of the purchase contraeeagent and the pledge agreement, each
holder of a stock purchase contract will retain f@neficial ownership of the related pledged sitiest

Except as described in the applicable prospecfusiesment, the collateral agent will, upon receijpdistributions on the pledged securities,
distribute those payments to us or a purchaseardagent, as provided in the pledge agreementpiifehase contract agent will in turn
distribute payments it receives as provided instioek purchase contract.

Description of Subscription Rights
General

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

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

. the title of the subscription rights;

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

. the number of subscription rights issued to esobkholder;

. the extent to which the subscription rights aamsferable;

. if applicable, a discussion of the material Utii&tates federal income tax considerations appédatthe issuance or exercise of the
subscription rights;

. any other terms of the subscription rights, idalg terms, procedures and limitations relatingheexchange and exercise of the subscri
rights;

. the date on which the right to exercise the stjtson rights will commence, and the date on whtieh right will expire;
. the extent to which the subscription rights inigwan over-subscription privilege with respectnsubscribed securities; and

. if applicable, the material terms of any standbgerwriting arrangement entered into by us in eation with the subscription rights
offering.
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Exercise of subscription rights

Each subscription right will entitle the holdersafbscription rights to purchase for cash the ppalcamount of debt securities, shares of our
preferred stock, depositary shares, our commorkstearrants or any combination of those securdiethe exercise price as will be set forth
in, or be determinable as set forth in, the apple@rospectus supplement. Subscription rights beagxercised at any time up to the close of
business on the expiration date for such subseriptghts set forth in the applicable prospectyspsement. After the close of business on the
expiration date, all unexercised subscription sghill become void.

Subscription rights may be exercised as set forthe applicable prospectus supplement. Upon reoéjpayment and the subscription rights
certificate properly completed and duly executethatcorporate trust office of the subscriptiorhtggagent or any other office indicated in
prospectus supplement, we will, as soon as prd¢icéorward the securities purchasable upon suelcese. In the event that not all of the
subscription rights issued in any offering are ejsad, we may determine to offer any unsubscrilfesier securities directly to persons other
than stockholders, to or through agents, underisgrite dealers or through a combination of such odshincluding pursuant to standby
underwriting arrangements, as set forth in theiagple prospectus supplement.

Description of Common Stock

We may issue, either separately or together witlerasecurities, shares of our common stock. Undereastated certificate of incorporation,
we are authorized to issue up to 1,500,000,00Cstafrour common stock. A prospectus supplemeatimgl to an offering of common stock,
or other securities convertible or exchangeabledoexercisable into, common stock, will desctibe relevant terms, including the numbe
shares offered, any initial offering price, and ketuprice and dividend information, as well agpplicable, information on other related
securities. See "Description of Outstanding Caj8tack" below.

Description of Outstanding Capital Stock

We have summarized some of the terms and provisibasr outstanding capital stock in this sectibhe summary is not complete. We have
also filed our restated certificate of incorporatiour by-laws and the certificate of designatielating to the Series A preferred stock as
exhibits to our annual report on Form 10-K. Youwddaead our restated certificate of incorporatm our by-laws and the certificate of
designation relating to the Series A preferredlsfoc additional information before you purchase afiour capital stock.

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

. 10,000,000 shares of preferred stock, par valdie fer share; and

. 8,500,000 shares of Class R convertible commmekspar value $.01 per share.

As of January 12, 2001, there were 367,619,715%shafrcommon stock, no shares of preferred stodknarshares of Class R convertible
common stock outstanding.

Common stock

Subject to the senior rights of preferred stockalihinay from time to time be outstanding, holdersahmon stock are entitled to receive
dividends declared by the board of directors odtintls legally available for their
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payment. Upon dissolution and liquidation of ousibess, holders of common stock are entitled &tabte share of our net assets remaining
after payment to the holders of the preferred stfdke full preferential amounts they are entitledAll outstanding shares of common stock
are fully paid and nonassessable.

The holders of common stock are entitled to one petr share for the election of directors and bothker matters submitted to a vote of
stockholders. Holders of common stock are notledtio cumulative voting for the election of dire. They are not entitled to preemptive
rights.

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

The preferred stock has priority over the commalstvith respect to dividends and to other distidns, including the distribution of assets
upon liquidation. The board of directors is authed to fix and determine the terms, limitations egidtive rights and preferences of the
preferred stock, to establish series of prefertedksand to fix and determine the variations asrgreeries. The board of directors without
stockholder approval could issue preferred sto¢k witing and conversion rights which could advisrsdfect the voting power of the
holders of common stock. The board of directorsdesignated 500,000 shares of Series A juniorgipating preferred stock. Series A jun
participating preferred stock will be issued intardonsisting of one one-thousandth of a sharenéS A junior participating preferred stock.
Series A junior participating preferred stock isaparity with the common stock with respect taabwds and to other distributions, includ
the distribution of assets on liquidation. Quast@ividends per unit equal the amount of the quigrdividend paid per share of common
stock, when, as and if declared by the board efctlirs. The holders of units are entitled to orte yer unit, voting together with the comn
stock on all matters submitted to the stockhold&ssof the date of this prospectus, there are ristanding shares of preferred stock.

Anti-takeover provisions

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

. a classified board of directors;
. a prohibition on our stockholders taking actignaritten consent;
. the requirement that special meetings of stoaldrslbe called only by the board of directors erchairman of the board; and

. the requirement of the affirmative vote of atste@6 2/3% of our outstanding shares of stockledtib vote thereon to adopt, repeal, alter,
amend or rescind our by-laws.

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

Plan of Distribution
We may sell the offered securities as follows:
. through agents;
. through underwriters;
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. to dealers; or
. directly to one or more purchasers.
By agents

Offered securities may be sold through agents dagigl by us. Unless otherwise indicated in a prisgesupplement, the agents will use
their best efforts to solicit purchases for theiqubof their appointment.

By underwriters

If underwriters are used in the sale, the offeiigties will be acquired by the underwritersttoeir own account. The underwriters may
resell the securities in one or more transactimdiding negotiated transactions, at a fixed pubffering price or at varying prices
determined at the time of sale. The obligationthefunderwriters to purchase the securities wilktgiect to certain conditions. The
underwriters will be obligated to purchase all $eeurities of the series offered if any of the siéieis are purchased. Any initial public
offering price and any discounts or concessiormadtl or re-allowed or paid to dealers may be chafigen time to time.

To dealers

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

Direct sales

We may also sell offered securities directly tditnsional investors or others. These sales malydeones made under arrangements witl
investors under which we have the right to regthieeinvestors to purchase the offered securit@®s fus from time to time at prices tied to
market price for those securities.

Delayed delivery contracts

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

. that the institution's purchase of the securdiethe time of delivery of the securities is nailpbited under the law of any jurisdiction to
which the institution is subject; and

. that we shall have sold to the underwriters thal principal amount of the offered securitiessl¢he principal amount covered by the
delayed delivery contracts.

General information

Underwriters, dealers, agents and direct purchalat$articipate in the distribution of the offdreecurities may be underwriters as define
the Securities Act and any discounts or commissiloeg receive from us and any profit on the resékhe offered securities by them may be
treated as underwriting discounts and commissiodeiuthe Securities Act. Any underwriters, deateragents will be identified and their
compensation described in a prospectus supplement.
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We may have agreements with the underwriters, dealed agents to indemnify them against certaiih l@bilities, including liabilities unde
the Securities Act, or to contribute with respecpayments which the underwriters, dealers or agealy be required to make.

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

The place, time of delivery and other terms ofghke of the offered securities will be describethieprospectus supplement.
Legal Matters

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

Experts

The consolidated financial statements of Level &n@mnications, Inc. as of December 31, 1999 and mbee 31, 1998 and for the years t
ended, incorporated by reference in this registnastatement have been audited by Arthur Andersé#h Independent public accountants, as
indicated in their report with respect thereto, asle been incorporated herein in reliance upomtitieority of said firm as experts in giving
said report.

The consolidated statements of operations, caslsft;md changes in stockholders' equity of LevebB@unications, Inc. for the year ended
December 27, 1997, as well as the consolidatedchbalsheets of RCN Corporation and Subsidiaries Becember 31, 1999 and 1998 and
the related statements of operations, cash flomrapeehensive income, and changes in stockholdgugyefor each of the three years in the
period ended December 31, 1999, incorporated leyente in this registration statement, have besorporated herein in reliance on the
reports of PricewaterhouseCoopers LLP, indepenalmrduntants, given on the authority of that firmeagerts in accounting and auditing.
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LEVEL 3COMMUNICATIONS, INC.

$500,000,000 AGGREGATE PRINCIPAL AMOUNT OF 9% JUNIOR CONVERTIBLE
SUBORDINATED NOTES DUE 2012

500,000 SHARES OF SERIES B CONVERTIBLE PREFERRED STOCK
ISSUABLE UPON CONVERSION OF THE SUBORDINATED NOTES

SHARES OF COMMON STOCK ISSUABLE UPON CONVERSION OF
THE PREFERRED STOCK OR THE SUBORDINATED NOTES

PROSPECTUS SUPPLEMENT
July 5, 2002

(including Prospectus dated January 31, 2001)
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