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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALB-QHE SECURITIES TO THE PUBLIC: As soon as pradtiea
after this Registration Statement becomes effective

If any of the securities being registered on tlasnfrare to be offered in connection with the foriorabf a holding company and there is
compliance with General Instruction G, check thofeing box.[ ]

If this Form is filed to register additional sedig$ for an offering pursuant to Rule 462(b) unither Securities Act, check the following box
and list the Securities Act registration statermemhber of the earlier effective registration stagabfor the same offering. [ ]

If this Form is a post-effective amendment filedquant to Rule 462(d) under the Securities Actckhie following box and list the
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CALCULATION OF REGISTRATION FEE

PROPOSED
PRO POSED MAXIMUM AMOUNT OF
TITLE OF EACH CLASS OF AMOUNT TO MA XIMUM AGGREGATE REGISTRATION

SECURITIES TO BE REGISTERED BE REGISTERED OFFERIN G PRICE(1) OFFERING PRICE(1) FEE

9 1/8% Senior Notes Due
2008......ccccevuenen. $2,000,000,000 1 00% $2,000,000,000 $590,000

(1) Estimated solely for the purpose of calculatimg registration fee.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STAMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANT SHALL FILE A FURTHER AMENDMENT THAT
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENSHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES AGF 1933, AS AMENDED, OR UNTIL THIS REGISTRATION
STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE AS TEHHCOMMISSION, ACTING PURSUANT TO SAID
SECTION 8(a), MAY DETERMINE.
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+INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A +
+REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE +
+SECURITIES AND EXCHANGE COMMISSION. THESE SECURITIES MAY NOT BE SOLD NOR MAY +
+OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE RE GISTRATION STATEMENT +
+BECOMES EFFECTIVE. THIS PROSPECTUS SHALL NOT CONSTTUTE AN OFFER TO SELL OR +
+THE SOLICITATION OF AN OFFER TO BUY NOR SHALL THER E BE ANY SALE OF THESE  +
+SECURITIES IN ANY STATE IN WHICH SUCH OFFER, SOLIC  ITATION OR SALE WOULD BE +
+UNLAWFUL PRIOR TO REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF +
+ANY SUCH STATE. +

bbbt bbb bbb bbb bbb+ SUBJECT TO
COMPLETION, DATED JUNE 9, 1998

PROSPECTUS
LEVEL 3 COMMUNICATIONS, INC.
OFFER TO EXCHANGE $1,000 IN PRINCIPAL AMOUNT OF 9 1/8% SENIOR NOTES DUE 2008

FOR EACH $1,000 IN PRINCIPAL AMOUNT OF OUTSTANDING 9 1/8% SENIOR NOTES DUE 2008

Level 3 Communications, Inc., a Delaware corporafli.evel 3" or the "Company"), hereby offers, ugbe terms and subject to the
conditions set forth in this Prospectus and therpanying Letter of Transmittal (which together stitate the "Exchange Offer"), to
exchange up to $2,000,000,000 in aggregate prihaipaunt of its 9 1/8% Senior Notes Due 2008 (tReWw Notes") for up to
$2,000,000,000 in aggregate principal amount ddutstanding 9 1/8% Senior Notes Due 2008 (thedi@ai Notes" and, together with the
New Notes, the "Notes") that were issued in a @atisn exempt from registration under the Secwrifiet of 1933, as amended (1
"Securities Act").

The terms of the New Notes are substantially idahtn all respects to the terms of the Originatééafor which they may be exchanged
pursuant to the Exchange Offer, except that (i)offier of the New Notes will have been registerader the Securities Act and, therefore, the
New Notes will be freely transferable by holdersrtof (except as provided below) and not bear eniégegarding restrictions on transfer,
holders of the New Notes will not be entitled totam rights of the holders of the Original Notexlar the Registration Agreement (as
defined), which rights with respect to the Origihldtes will terminate on consummation of the Exgfe®ffer and (iii) the New Notes will

not contain any provisions regarding the paymer@pcial Interest (as defined). The New Notes balissued under the Indenture (as
defined) governing the Original Notes.

Interest on each New Note will accrue from the iatrest payment date on which interest was paithe Original Note surrendered in
exchange therefor or, if no interest has been gaisuch Original Note, from the date of originaluance of such Original Note. Interest on
the Notes will accrue at a rate of 9 1/8% per ananchwill be payable in cash semiannually in asesr May 1 and November 1 of each
year, commencing November 1, 1998, to the persdmsase registered holders of the Notes at the adbbesiness on the preceding April
or October 15, as the case may be. The Notes aileleemable at the option of the Company, in wbpola part, at any time or from time to
time on or after May 1, 2003, upon not less tham@&0more than 60 days' prior notice, at the redempprices set forth herein, plus accrued
and unpaid interest thereon, if any, to the redemptate. In addition, at any time or from timeitoe prior to May 1, 2001, the Company
may redeem up to 35% of the original aggregatecjrad amount of the Notes at a redemption pricgé0¥.125% of the principal amount of
the Notes, plus accrued and unpaid interest theieany, to the redemption date, with the net gargiteeds of one or more

(Cover continued on following page)

SEE "RISK FACTORS" ON PAGE 10 FOR A DESCRIPTION OF CERTAIN FACTORS THAT

SHOULD BE CONSIDERED BY PARTICIPANTS IN THE EXCHANG E OFFER.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISS ION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY



REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS E.

The date of this Prospectus is , 1!



private placements to persons other than affiliafdee Company or underwritten public offeringscommon stock of the Company resulting
in gross proceeds of at least $100 million in thgragate. Within 30 days of the occurrence of an@haf Control Triggering Event (as
defined), the Company will be required to make #fieiGo Purchase (as defined) all outstanding Nates purchase price equal to 101% of
the principal amount of the Notes, plus accruedwamzhid interest, if any, to the purchase daterd ban be no assurance that the Company
will have the financial resources necessary tolmase the Notes in such circumstances. See "Déasorightthe Notes--Optional Redemption”
and "--Certain Covenants--Change of Control TrigggEvent."

The Notes will be senior unsecured obligationshef€ompany, ranking pari passu in right of paymtit all existing and future senior
unsecured indebtedness of the Company, and wdeh@r in right of payment to all existing and figtindebtedness of the Company
expressly subordinated in right of payment to tleee. The Notes will be effectively subordinate@tcecured indebtedness of the Comg

to the extent of the value of the assets securinf mdebtedness. The Company is a holding comffatyconducts substantially all its
operations through subsidiaries, and the Noteshgikffectively subordinated to all obligationglod Company's subsidiaries (including trade
payables). The Indenture permits the Company anslibsidiaries to incur substantial amounts oftauidil debt and other liabilities,

including in connection with the implementationtioé Business Plan (as defined). See "DescriptidgheoNotes."

The Original Notes were originally issued and smidApril 28, 1998 in a transaction exempt from ségition under the Securities Act (the
"Initial Offering"). Accordingly, the Original Notemay not be reoffered, resold or otherwise pledggpothecated or transferred in the
United States unless registered under the Se@JAteor unless an applicable exemption from thygsteation requirements of the Securities
Act is available. The New Notes are being offeretelinder to satisfy certain obligations of the Campunder the Registration Agreement.
Based upon interpretations by the Staff (the "Staff the Securities and Exchange Commission (@enimission™) issued to third parties,
Company believes that the New Notes issued purgsaahe Exchange Offer in exchange for the Orightales may be offered for resale,
resold and otherwise transferred by holders thgjabger than any holder which is (i) an "affiliatef'the Company within the meaning of R
405 under the Securities Act, (ii) a broker-deatao acquired Original Notes directly from the Comypar (iii) a broker-dealer who acquired
Original Notes as a result of market making or ptheding activities) without compliance with thegistration and prospectus delivery
provisions of the Securities Act provided that sidgw Notes are acquired in the ordinary courseuohdolders' business and such holders
are not engaged in, and do not intend to engagmihhave no arrangement or understanding wittpargon to participate in, a distribution
of such New Notes. Each broker-dealer that recéleg Notes for its own account pursuant to the Brdge Offer must acknowledge that it
will deliver a prospectus in connection with angale of such New Notes. The Letter of Transmittabapanying this Prospectus (the "Le
of Transmittal") states that by so acknowledgind by delivering a prospectus, a broker-dealer mall be deemed to admit that it is an
"underwriter" within the meaning of the Securitfest. This Prospectus, as it may be amended or soppited from time to time, may be u
by a broker- dealer in connection with resales efwNNotes received in exchange for Original Noteengtsuch New Notes were acquired by
such broker-dealer as a result of market-makinigities or other trading activities. The Company la@reed that, starting on the date of this
Prospectus and ending on the close of businedseodety that is 180 days following the date of Biespectus, it will make this Prospectus
available to any broker-dealer for use in connectiith any such resale. See "Plan of Distribution."

The Original Notes and the New Notes constitute isswes of securities with no established tradiagket. Any Original Notes not tendered
and accepted in the Exchange Offer will remain tamiding. To the extent that Original Notes are ¢gad and accepted in the Exchange
Offer, a holder's ability to sell untendered, agodered but unaccepted, Original Notes could beradiy affected. Following consummation
of the Exchange Offer, the holders of Original Nowéll continue to be subject to the existing resions on transfer thereof and the Comp
will have no further obligation to such holdergptovide for the registration under the Securities$ &f the Original Notes except under cer
limited circumstances. See "Registration Right"d$surance can be given as to the liquidity ofrduding market for either the Original
Notes or the New Note

The Company will not receive any proceeds fromissaance of New Notes in the Exchange Offer. ThehBrge Offer is not conditioned
upon any minimum aggregate principal amount of i@abNotes being tendered for exchange. The Exah@féer will expire at 5:00 p.m.,
New York City time, on, 1998, unless extended (tepiration Date"). The date of acceptance forhextge of the Original Notes (tl
"Exchange Date") will be the first business daydwing the Expiration Date, upon surrender of theDal Notes. Original Notes tendered
pursuant to the Exchange Offer may be withdrawamgttime prior to the Expiration Date; otherwiselstenders are irrevocab



INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This Prospectus contains forward-looking statemtasinclude, among others, statements concethm@usiness Plan, anticipated growth
of the communications and information services stdy plans to devote significant management time Gapital resources to the Company's
business, expectations as to funding the Companapital requirements, and other statements of eafieas, beliefs, future plans and
strategies, anticipated developments and otheensatiat are not historical facts. Management oastihe reader that these forward-looking
statements are subject to risks and uncertaintielsiding financial, regulatory environment, indysgrowth and trend projections, that could
cause actual events or results to differ materfatign those expressed or implied by the statem@ifies.most important factors that could
prevent the Company from achieving its stated goalside, but are not limited to, failure by ther@many to (i) achieve and sustain
profitability based on the creation and implemeaatabf the Level 3 Network (as defined), (ii) ovenae significant early operating losses,
produce sufficient capital to fund the BusinessP(&v) develop financial and management contradsywell as additional controls of operat
expenses as well as other costs, (v) attract aathrgualified management and other personneljrfstpll on a timely basis the
switches/routers, fiber optic cable and associatectronics required for successful implementatibthe Business Plan, (vii) negotiate
interconnection agreements, (viii) develop and enpént effective internal processes and systemarfmessing customer orders and
provisioning and (ix) make acquisitions necessaryttie expansion of its networks and services hadmplementation of the Business Plan.
For a discussion of certain of these factors, &gk'Factors."

THIS PROSPECTUS INCORPORATES DOCUMENTS BY REFERENW®HICH ARE NOT PRESENTED HEREIN OR DELIVERED
HEREWITH. THESE DOCUMENTS ARE AVAILABLE UPON REQUHESTO LEVEL 3 COMMUNICATIONS, INC., 3555 FARNAM
STREET, OMAHA, NEBRASKA 68131, ATTENTION: VICE PRHESENT, INVESTOR RELATIONS, (402) 536-3677. IN ORDEFRO
ENSURE TIMELY DELIVERY OF THE DOCUMENTS, ANY REQUEBSHOULD BE MADE BY , 1998.

(iii)



SUMMARY

The following summary is qualified in its entirdty, and should be read in conjunction with, the emtetailed information and financial
statements, including the notes thereto, appeatseyvhere or incorporated by reference in this fircisis. Unless the context otherwise
requires, references herein to the "Company" ovélL8" are to Level 3 Communications, Inc., a Dedagvcorporation, and its subsidiaries.
Level 3 Communications, Inc. was known as "Petewkti Sons', Inc." prior to the Split-Off (as defijeSee "Business-- History." All
Common Stock (as defined) share and per share amiouthis Prospectus have been adjusted to refldotidend of four shares of Common
Stock for each share of Common Stock held, whiduwed on December 26, 1997. See "Risk Factorstddain factors which prospective
participants in the Exchange Offer should conspt@r to tendering Original Notes and "InformatiBegarding Forward-Looking
Statements" for certain information relating taataents contained in this Prospectus that areistutrital facts. Capitalized terms used but
not defined in this Prospectus have the meaningngio them in "Glossary of Terms."

THE COMPANY

Level 3 engages in the information services, comoations and coal mining businesses through owigeftoperating subsidiaries and
substantial equity positions in public companiedate 1997, the Company announced a plan (theifiBss Plan”) to increase substantially
information services business and to expand thgerahservices it offers by building an advancatgrinational, facilities-based
communications network based on Internet Protd¢BI’( technology.

The Company was incorporated as Peter Kiewit Sbms'jn 1941. In subsequent years, the Compargsied a portion of the cash flow
generated by its construction activities in a \graf other businesses. The Company entered tHeroag business in 1943, the
telecommunications business (consisting of MFS Canioations Company, Inc. ("MFS") and, more recerdly investment in C-TEC
Corporation and its successors RCN Corporation, i@omvealth Telephone Enterprises, Inc. and Cablédigén, Inc.) in 1988, the
information services business in 1990 and theradtere energy business, through CalEnergy Company,in 1991.

In 1995, the Company distributed to the holdergso€lass D Stock (as defined) all of its shareMB8. In the seven years from 1988 to
1995, the Company invested approximately $500 onilin MFS; at the time of the distribution to stholders in 1995, the Company's
holdings in MFS had a market value of approxima$dly75 billion. In December 1996, MFS was purchasetVorldCom, Inc. in a
transaction valued at $14.3 billion.

On March 31, 1998, the Company separated its agrtgin and mining management business from itsrdihisinesses (the "Split-Off"). In
conjunction with the Split-Off, the Company changischame from "Peter Kiewit Sons', Inc." to "LexdCommunications, Inc."

The Company intends to become a facilities-basediger (that is, a provider that owns or leaseststantial portion of the plant, property
and equipment necessary to provide its servicea)wbad range of integrated communications sesvite reach this goal, the Company
plans to expand substantially the business ofkiS mformation Services, Inc. subsidiary ("PKSI&M)d to create, through a combination of
construction, purchase and leasing of facilitied ather assets, an international, end-to-end.iti@asibased communications network (the
"Level 3 Network"). The Company is designing thesée3 Network based on IP technology in order tetage the efficiencies of this
technology to provide lower cost communicationvises.

The Company believes that, as technology advaacssmprehensive range of both consumer and busieessiunications services will be
provided over networks, such as the Level 3 Netwatikizing IP technology. These services will indé traditional voice services and fax
transmission, as well as other data services ssitht@rnet access and virtual private networks. Company believes this shift has begun,
and over time should



accelerate, since IP networks offer: (i) efficiase of network capacity;

(il) an open protocol which allows for market drivdevelopment of new uses and applications; fig)prospect of technological advances
that will address problems currently associateth Witbased applications; and (iv) a standardizet YWewser interface for data and
applications that makes it easier for end useextess and use the resources.

Level 3's Strategy. The Company seeks to capitalizéhe benefits of IP technology by pursuing thesiBess Plan. Key elements of the
Company's strategy include:

. Deploy an Advanced Network Infrastructure. Tharpany is creating the Level 3 Network, an advantgdynational, facilities-based
communications network based on IP technology utifinca combination of construction, purchase anskled network assets. Level 3 is
designing its network to provide high quality commuations services at lower cost and to incorpanadee readily future technological
improvements relative to older, less adaptable ortsv

. Provide Seamless Interconnection to the PSTN.Adrapany is developing technology to allow seamiletgsconnection of the Level 3
Network with the public switched telephone netw(itie "PSTN"). A seamless interconnection will alloustomers to use the Company*-
based services, including voice and fax, withoutlifying existing telephone and fax equipment oisérg dialing procedures (that is,
without the need to dial access codes or follove#imilar special procedures).

. Offer a Comprehensive Range of Services. As tmrigss Plan is implemented, the Company intengsotdde a comprehensive range of
communications services over the Level 3 Netwaorkluding private line, collocation, Web hostingtdmet access, virtual private network
and voice and fax transmission services.

. Accelerate Market Rolbut. In order to begin the implementation of thesiBass Plan as rapidly as possible and enabledimpéhy to begi
offering services in late 1998, the Company hasddapproximately 8,300 miles of capacity overw fieer optic network under
construction in North America. This leased linewmk will be displaced over time by an intercitytwerk owned by the Company.

. Expand Target Market Opportunities. The Compaillyuse a direct sales force to address large legsies. In addition, the Company will
use alternative distribution channels to gain astes substantially larger base of potential austs than the Company could otherwise
initially address through its direct sales forchraugh the combination of a direct sales force @tefnative distribution channels, the
Company believes that it will be able to increasearapidly revenue- producing traffic on its netio

. Develop Advanced Business Support Systems. Thep@ny has begun to develop a substantial, scabaisieess support system ("BSS")
infrastructure specifically designed to enable@uenpany to offer services efficiently to its tamggtustomers.

. Leverage Existing Information Services CapalkiitiThe Company intends to expand its existinglififias in computer network systems
integration, consulting, outsourcing and softwaengineering, with particular emphasis on the crsioe of legacy software systems to
systems that are compatible with IP networks antb Wfewser access.

. Attract and Motivate High Quality Employees. Thempany has developed programs designed to adindatetain sufficient numbers of
employees with the technical skills necessary tolément the Business Plan. The programs includ€tmpany's Shareworks program and
its Outperform Stock Option program.

The Level 3 Network. The Company will initially eff its communications services using local anddittefacilities that are leased from th
parties to enable the Company to offer servicemduhe construction of its own facilities. Ovang, the portion of the Company's network
that is owned by the Company will increase andpibrtion of the facilities leased will decrease. Othe next four to six years, the Compal
network is expected to encompass (i) backboneitiasiin approximately 40 North American markets,

(i) leased backbone facilities in approximatelyadilitional North American markets, (iii) an intéymetwork covering approximately 15,C
miles in North America, (iv) backbone facilitiesapproximately 13 European and 4 Asian markets(@nan intercity network covering
approximately 2,000 miles across Europe.



The Company has recently put in place several highali elements of the Business Plan.

. On March 23, 1998, the Company entered into aeesgent with Frontier Communications Internatidnal ("Frontier") to lease
approximately 8,300 miles of OC-12 network capaoity-rontier's new 13,000 mile fiber optic netwtrht is under construction.

. On April 2, 1998, the Company announced thahé Feached a definitive agreement with Union Pa&filroad Company ("Union Pacific
granting Level 3 the use of approximately 7,800mif rights-of-way along Union Pacific's rail resiffor the construction of the Company's
North American intercity network. The Company exgédbat the Union Pacific agreement will satisfpstantially all of its anticipated rig-
of-way requirements west of the Mississippi Rived approximately 50% of the right-of-way requirertsefor its North American intercity
network.

. On April 23, 1998, the Company acquired XCOM Trealbgies, Inc. ("XCOM"), a privately held comparat has developed technology
which the Company believes will provide certain keynponents necessary for the Company to develaptenface between its IP-based
network and the PSTN.

Competitive Advantages. The Company believes thas the following competitive advantages that askist it in implementing the
Business Plan:

. Experienced Management Team. Level 3 has assdrabteanagement team that it believes is well sudéchplement the Business Plan.
Most of Level 3's senior management were involvelgading the development and marketing of prodoifesed by other
telecommunications companies, the design, congtruahd management of intercity and metropolitamvoeks as well as the deployment of
international networks.

. Opportunity to Create a New Network Infrastruetugince the Level 3 Network will be newly designisg Company will be able to design
and deploy a communications network that takesradge of recent innovations, contains many feativasare not present in older
communications networks and provides flexibilityiteorporate future developments and innovations.example, Level 3 is designing and
will construct its intercity fiber optic network img multiple conduits. The Company believes théa till allow it to deploy future
technological innovations in fiber optic cable angband capacity. In addition, the Company is mazingi the use of open, non-proprietary
interfaces in the design of its network softward hardware. This approach is intended to allow leeast improvements to these network
assets.

. Integrated End-to-End Network Platform. LevelSimtegy is to deploy network infrastructure injonanetropolitan areas and to link these
networks with significant intercity networks in NbrAmerica and Europe. The integration of the I@a intercity networks will enable the
Company to expand the scope and reach of its "¢henstomer coverage, as well as facilitate théaunni deployment of technological
innovations as the Company manages its future dpgpaths.

. Development of Advanced Business Support Syst&ims Company has begun to develop a substantéflide business support system
infrastructure specifically designed to enable@oenpany to offer services efficiently to its tamggtustomers. The Company believes that it
has the opportunity to develop a competitive acagatrelative to traditional telecommunications camips which often operate extensive
legacy business support systems with compartmeathirchitectures that limit their ability to scedidly and introduce enhanced services
and features.

. Systems Integration Capabilities. The Companyeniily offers computer outsourcing and systemgnatgon services. The Company
believes that its ability to offer these servigeaticularly services relating to allowing a custate legacy systems to be accessed with Web
browsers, will provide additional opportunities &mlling the products and services to be offeretbuthe Business Plan.

3
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WITHDRAWAL RIGHTS........ Tenders may be withdrawn

Expiration Date. Any Orig
any reason will be return
tendering holders thereof
after the expiration or t
Offer.
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See "The Exchange Offer--How to Tender."
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THE NOTES

The Exchange Offer applies to $2,000,000,000 agdeggrincipal amount of the Original Notes. Thernteof the New Notes are substantially
identical in all respects to the terms of the QragiNotes for which they may be exchanged purstaatiite Exchange Offer, except that (i) the
offer of the New Notes will have been registeredernthe Securities Act and, therefore, the New 8laii#l be freely transferable by holders
thereof (except as otherwise described hereinhabhtiear a legend regarding restrictions on tranéfiholders of the New Notes will not be
entitled to certain rights of the holders of thegbral Notes under the Registration Agreement, Whights with respect to the Original Notes
will terminate on consummation of the Exchange Odfied

(iii) the New Notes will not contain any provisioregarding the payment of Special Interest. The Netes will evidence the same debt as
the Original Notes and will be entitled to the biiseof the Indenture. See "Description

of the Notes."
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Prospective participants in the Exchange Offer Ehoarefully consider all of the information settfoin this Prospectus and, in particular,
should evaluate the specific risk factors set farter "Risk Factors," beginning on page 10.

The Company's principal executive offices are ledatt 3555 Farnam Street, Omaha, Nebraska 6813itsaetephone number is (402) 536-

3677.



SUMMARY FINANCIAL DATA OF THE COMPANY

The summary financial data presented below as@famthe fiscal years ended the last Saturdayaoeinber of 1993, 1994, 1995, 1996 and
1997 have been derived from the Company's audidedatidated financial statements, and the notese@lthereto. The summary financial
data presented below as of and for the three mamttied March 31, 1997 and 1998 have been derivedtfie Company's unaudited
financial statements. In the opinion of manageméetunaudited financial statements have been prdmm the same basis as the audited
financial statements and include all adjustmergssisting of normal recurring adjustments, necegsfara fair presentation of the financial
position and results of operations as of such dategor such periods. The following informatiorostd be read in conjunction with
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" and the additsisolidated financial statements
and the notes related thereto, incorporated byaeée in this Prospectus. Since the Business Bfaasents a significant expansion of the
Company's communications and information servicesriess, the Company does not believe that thewolp information serves as a
meaningful indicator of the Company's future finahcondition or results of operations. The Compargects to incur substantial net
operating losses for the foreseeable future, agektban be no assurance that the Company will leg@lchieve or sustain operating
profitability in the future.

THREE MONTHS

ENDED MARCH 31,

1998 1997 1997

FISCAL YEAR ENDED(1)

1996 1995 1994 1993

(DOLLARS IN MILLIONS)

Results of Operations:

Revenue.................. $ 87 3% 80$ 332 $ 652% 580% 537$ 267
Earnings (loss) from

continuing operations... (6) 16 83 104 126 28 174
Net earnings(2).......... 926 35 248 221 244 110 261
Other Data:

Ratio of earnings to

fixed charges(3)........ 7.33 10.06 5.73 387 - - 2094
Financial Position:

Total assets............. 2,794 2,779 3,066 2,945 4,048 3,236
Current portion of long-

term debt............... 4 3 57 40 30 11
Long-term debt, less

current portion......... 137 137 320 361 899 452
Stockholders' equity..... 2,049 2,230 1,819 1,607 1,736 1,671

(1) In October 1993, the Company acquired 35% efathtstanding shares of C-TEC Corporation ("C-TE@Hich shares entitled the
Company to 57% of the available voting rights oTEE. At December 28, 1996, the Company owned 48%ebutstanding shares and 6
of the voting rights of C-TEC. As a result of theTEC restructuring in 1997, the Company owns lbas 50% of the outstanding shares and
voting rights of each of the three entities intoathC-TEC was divided, and therefore accountedfmh entity using the equity method in
1997. The Company consolidated C-TEC in its finahsiatements from 1993 to 1996. The financialpwsiand results of operations of the
construction and mining businesses of the Comptiey"Construction Group") have been classifiediasatinued operations due to the
Split-Off. In September 1995, the Company dividehids investment in MFS to the holders of the ClasStock. MFS' results of operations
have been classified as a single line item ontdements of earnings for 1993, 1994 and 1995. M&Sconsolidated in the 1993 and 1994
balance sheets of the Company. In January 1994, is8e®d $500 million of 9.375% Senior Discount dole September 1997, the
Company agreed to sell its energy segment to Calfgr@ompany, Inc. See "Management's Discussionfanadlysis of Financial Condition
and Results of Operations." The transaction clasedianuary 2, 1998. Accordingly, the energy segrastbeen classified as discontinued
operations.

(2) In 1993, two public offerings by MFS resulteda $137 million after-tax gain for the Company1B894 and 1995, additional MFS stock
transactions resulted in $35 million and $2 millafiter-tax gains to the Company and reduced itseosiip in MFS to 67% and 66%,
respectively. In the first quarter of 1998, the Qamy recognized a gain of $608 million equal todHference between the carrying value of
the Construction Group and its fair value in aceoigk with the Financial Accounting Standards Béarerging Issues Tax Force Issue 96-4.
The Company then reflected the fair value of thesBwiction Group as a distribution to the holddr€lass C Stock (as defined).

(3) For purposes of calculating the ratio of eagsito fixed charges, earnings consist of earnilugs) before income taxes, minority interest
and discontinued operations plus fixed chargesueieg capitalized interest. Fixed charges condisiterest expensed and capitalized, plus
the portion of rent expense under operating ledsemed by the Company to be representative ofithesist factor, plus preferred stock
dividends on preferred stock of MFS. The Compary ddeficiency of earnings to fixed charges of 88%on and $42 million in 1995 and
1994, respectively.



RISK FACTORS

Prospective participants in the Exchange Offer khoarefully consider the following risk factorss well as other information contained or
incorporated by reference in this Prospectus, legfemdering Original Notes for the New Notes offelnereby. This Prospectus contains
statements which constitute forward-looking statetsi@ithin the meaning of the Private Securitietigiation Reform Act of 1995. These
statements appear in a number of places in thispeatus and include statements regarding the jridelief or current expectations of the
Company, its directors or its officers, primarilytivrespect to the future operating performancthefCompany. Prospective participants in
the Exchange Offer are cautioned that any suchaaooking statements are not guarantees of fytersrmance and involve risks and
uncertainties, and that actual results may diffatemally from those in the forward-looking staterteeas a result of various factors. The
accompanying information contained in this Prospgdncluding the information set forth below, itiias important factors that could cause
such differences. See "Information Regarding Foswlayoking Statements."

DEPENDENCE ON NEW BUSINESS PLAN

The ability of the Company to pay the interest od principal of the Notes will depend on the susaasthe Company's new Business Plan.
The Business Plan provides for the creation ofL#heel 3 Network, which will generate substantiabmting losses and require significant
amounts of capital. See "--Substantial Operatingsks Expected” and "--Substantial Capital RequingsrieThe Business Plan is in an early
stage of implementation, thus making an evaluatiaits risks and rewards extremely difficult ancksplative. The Business Plan will depend
upon a shift in providing communications servidasluding traditional voice, fax transmission antier services, over IP-based networks
instead of the PSTN. There can be no assurancéhthatevel 3 Network will be able to compete sustaty with the PSTN or other

networks as a provider of these services. The BgsiPlan also will depend on, among other thifgsClompany's ability to assess markets,
raise substantial capital, design fiber optic nekamackbone routes, install fiber optic cable aadlities (including switches/routers), obtain
rights-of-way, building access rights and any regghligovernment authorizations, franchises and peytitract customers and identify,
finance and complete suitable acquisitions andemg@tlly, joint ventures, all in a timely mannet reasonable costs and on satisfactory terms
and conditions. In order to manage its growth,Goenpany will be required to create complex opegasind administrative systems, includ
effective systems relating to ordering, provisianand billing for communications and informatiomsees, and continually improve and
upgrade such systems. The Company must also certtinattract and retain substantial numbers ofifigdimanagerial, professional and
technical personnel. As a result, there can besaorance that the Company will be able to impleraedtmanage successfully its new
Business Plan. Since the Business Plan repressignificant expansion of the Company's communicegiand information services busini
the Company does not believe that its historicgricial results will serve as a meaningful indicatothe Company's future financial
condition or results of operations.

SUBSTANTIAL OPERATING LOSSES EXPECTED

The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Biarexpected to be realized. These expenditgsttter with the associated early opere
expenses, will result in substantial negative ajregacash flow and substantial net losses for thm@any for the foreseeable future. The
Company may never establish a significant custdrase for its communications and information sesvimgsiness, and even if it does
establish such a customer base, there can be m@ass that the Company will not continue to sassaibstantial negative operating cash
flow and substantial net losses. There can be surasce that the Company will be able to achievaustain profitability in the future or pay
the interest on and principal of the Notes.

SUBSTANTIAL CAPITAL REQUIREMENTS

The Company's ability to implement the Business Rlad meet its projected growth is dependent utzoatility to secure substantial
additional financing in the future. The Company ects to meet its additional capital
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needs with the proceeds from sales or issuancquitijesecurities, credit facilities and other bavings, or additional debt securities. The
Indenture permits the Company and its subsidiaoi@scur substantial amounts of indebtedness. Bescription of the Notes--Certain
Covenants." In addition, the Company may sell spdse of existing businesses or investments oostdhse fiber optic capacity or access to
its conduits to fund portions of the Business Pladre Company currently estimates that the impleatant of the Business Plan, as currently
contemplated, will require between $8 and $10dsillover the next 10 years. There can be no assuthatthe Company will be successft
producing sufficient cash flow, raising sufficiedgbt or equity capital on terms that it will cormicicceptable or selling or leasing fiber optic
capacity or access to its conduits, or that pree@édlispositions of the Company's assets wileatfthe assets' intrinsic value. Further, there
can be no assurance that costs and expenses tékoeed the Company's estimates or that the fingmezeded will not likewise be higher
than estimated. Failure to generate sufficient umay require the Company to delay or abandon st future expansion or expenditur
which could have a material adverse effect onitif@émentation of the Business Plan. There can tessorance that the Company will be
able to obtain such financing if and when it isaezbor that, if available, such financing will be terms acceptable to the Company. If the
Company is unable to obtain additional financingewimeeded, it may be required to scale back stgmifiy its Business Plan and, depending
upon cash flow from its existing business, redineestcope of its plans and operations.

Any additional debt financing, if available, mayatve restrictive covenants that address interdifisrent than those of the holders of the
Notes. Further, there can be no assurance thatcsweimants or the covenants under the IndenturthéoRlotes will not adversely affect t
Company's ability to finance its future operationgapital needs or to engage in other businessta that may be in the interest of the
Company. The Company's financing needs may vanjfgigntly from its current expectations if it imable to generate anticipated cash fl
or if the Company requires more funds for capitgdenditures than it currently anticipates, particiyl as a result of future network
infrastructure installation requirements. No assaeacan be given that the Company's current exjieesaregarding its cash needs will prove
accurate, and there can be no assurance that thpa®g's operations will produce positive cash fiowufficient amounts to pay the interest
on and principal of the Notes. See "Managemensswision and Analysis of Financial Condition anduis of Operations--Liquidity and
Capital Resources."

DIFFICULTIES IN CONSTRUCTING, OPERATING AND UPGRADI NG THE LEVEL 3 NETWORK

The Company's ability to generate positive casWslérom operations will depend in large part upoa $uccessful, timely and cost-effective
construction of the Level 3 Network, as well asattnacting customers and achieving substantidi¢rablumes on the Level 3 Network. The
construction of the Level 3 Network will be affedtey a variety of uncertainties and contingendieduding whether the installation of the
required fiber optic cable and associated eleateowihich make up the Level 3 Network will be contgdein a timely manner. The
construction, operation and any upgrading of theeL8 Network is a significant undertaking, regougithe deployment of substantial capital
resources. Administrative, technical, operatiomal ather problems that could arise may be morécdiffto address and solve due to the
significant size and complexity of the planned Ue/&letwork. Furthermore, certain technology thenpany is developing is largely
unproven and may not be compatible with existirgpt@logy. In addition, technical problems may avisi the Level 3 Network once it is
built, including as a result of increasing trafficlume. Many of these factors and problems are heyloe Company's control. There can b
assurance that the entire Level 3 Network will bmpleted as planned for the costs and in the tiamad currently estimated. Although the
Company believes that its cost estimates and theé-but schedule are reasonable, there can beswartce that the actual construction costs
or time required to complete the Level 3 Network wot substantially exceed current estimates.dditoon, the Company must generate
substantial traffic volume on the Level 3 Netwankoirder to realize the anticipated cash flow, ofiegeefficiencies and cost benefits of the
Level 3 Network. There can be no assurance thattmpany will be able to achieve such increasdtidcneolume. See "--Products and
Services," "-- Competition; Rapid Technological @hes" and "--Pricing Pressures and Industry Capacit
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The successful and timely completion of the LevBleédwork will depend, among other things, upon@uwmpany's ability to manage
effectively and cost efficiently the constructioihroute segments, obtain additional rights-of- wiagtall network connections,
interconnections and buildouts and attract qualifechnicians capable of dealing with the Levelewbrk's expected technologies.
Successful construction of the Level 3 Network aldbdepend upon the timely performance by suppl@énd third-party contractors of their
obligations. There can be no assurance that thep@oeywill successfully manage construction or aegthie remaining necessary rights-of-
way or that third-party contractors will timely p@m their obligations. See "--Need to Obtain andifain Permits and Rights-of-Way" and
"--Dependence on Suppliers."”

Any of the foregoing may significantly delay or pemt completion of the Level 3 Network, which wollave a material adverse effect on the
Company's financial condition and results of operet including its ability to pay interest on amihpipal of the Notes.

The Company anticipates that even after the complef the initial stages of the Level 3 Networl{ufre expansions and adaptations of the
network's infrastructure, including the electroai@ software components used therein, may be reagdaasorder to respond to growth in the
number of customers served, increased demandarsntit larger amounts of data, changes in its mgsts' service requirements and
technological advances by competitors. The exparesial adaptation of the Level 3 Network will regusubstantial financial, operational ¢
managerial resources. There can be no assuraridbei@aompany will be able to expand or adapt tieeel 3 Network to meet the evolving
standards, demands and requirements of its cussamnadvances of its competitors on a timely bagia,commercially reasonable cost, if at
all, or that the Company will be able to deployeassfully any expanded and adapted network infretstre. Any failure by the Company to
expand or adapt the Level 3 Network to the needls austomers could have a material adverse efiethe Company's financial condition
and results of operations, including its abilitypi@y the interest on and principal of the Notes.

NEED TO DEVELOP VOICE TECHNOLOGY FOR IP NETWORKS

The Company is designing the Level 3 Network t@p@mized for IP-based communications, rather ttiecuit-switched based
communications. While generally adequate for daasmission needs, existing IP networks usuallynateonfigured to provide the voice
quality, real-time communications requirements tfalitional telephone call or facsimile. With cemt technology, this quality can only be
achieved by providing a substantial cushion of camications capacity. There are also concerns aheutliability and security of IP-voice
networks. Existing voice-over IP services generadlyuire a combination of substantial capacity eitlder customized end-user equipment or
the dialing of "access codes" or other special guaces to initiate a call. Level 3 is in the pracesdeveloping technology to enable it to
transmit traffic seamlessly over its own routersdxh IP network and the circuit-based PSTN. The Gomploes not believe that such
technology is currently commercially available. Tédean be no assurance that the Company's eféodisvielop or acquire (including through
licenses) such technology will be successful, at thit can develop or acquire such technologg, @ompany will be able to do so in a timely
manner and at an acceptable cost. In any everg)aj@ng or acquiring such technology may requignificant resources and management
attention. Failure by the Company to develop owaegsuch technology in a timely and cost efficisr@nner could have a material adverse
effect on the Company's business, financial comliéind results of operations, including its abildypay the interest on and principal of the
Notes. Level 3 believes that the design of its nekvshould address the other significant issuescésted with lIl-voice transmission (latenc
reliability and security). See "Business--The Le¥@letwork--IP Network and Interconnection.” If tBempany's assessment of the adequacy
of the solutions for these other issues is incoytbe Company's ability to offer IP-voice serviegH be impaired.

On April 23, 1998 the Company acquired XCOM, a campwhich has developed certain technology that nedy the Company develop the
technology for an interface between its IP-basedoik and the PSTN. See "Business--The Level 3 NetwlP Network and
Interconnection.” There can be no assurance tisatguisition will serve the purposes contemplétgthe Company.
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DEVELOPMENT OF EFFECTIVE PROCESSES AND SYSTEMS

The Company and its external vendors are develgmiogesses and systems for the implementationstbmer orders for services, the
provisioning, installation and delivery of such\sees, monthly billing for those services and audbed internal systems for processing
customer orders and provisioning. As the Businéms provides for rapid growth in the number anduweé of products and services offered
by the Company, such processes and systems, ingltitg business support system, will need to beldped on a schedule necessary to
support the Company's proposed service offeririgubbates and will be required to expand with addpt to the Company's rapid growth.
The development of these processes and systent®m@icated undertaking requiring significant nes®s and expertise. The failure to
develop effective internal processes and systemthése service elements could have a materialrsehedfect upon the Company's ability to
implement the Business Plan.

DEPENDENCE ON HIRING AND RETAINING QUALIFIED PERSON NEL; KEY PERSONNEL

The Company believes that its future success wibleshd in large part on its ability to attract aethin highly skilled, knowledgeable,
sophisticated and qualified managerial, profesdiand technical personnel. The Company's businegifidse managed by a small number of
key executive officers, particularly James Q. Cro@ief Executive Officer, R. Douglas Bradbury, €ffrinancial Officer, and Kevin J.
O'Hara, Chief Operating Officer, the loss of anywfom could have a material adverse effect on tgany. The Company has experier
significant competition in the attraction and retem of personnel that possess the skill setsttta€Company is seeking. There can be no
assurance that the Company will not experienceoetate of qualified personnel in the future, espicgiven the Company's substantial
hiring needs.

PRODUCTS AND SERVICES

The Company's ability to offer, market and selldarcts and services is important to the Companyg-term strategic growth objectives, and
is dependent on the Company's ability to obtaiméeded capital, additional favorable regulatoryetlapments, the Company's ability to
recruit and retain an effective sales force, thenffany's ability to differentiate its products aedvices from existing and future competitors,
the Company's ability to assess and access makdtthe acceptance of its products and servicéiseb@ompany's customers. No assurance
can be given that the Company will be able to ebsaich capital, retain such personnel, differeaititst products and services or assess and
access markets or that such developments or aocceptdll occur.

RAPID EXPANSION PLANS; MANAGEMENT OF GROWTH; STRATE GIC TRANSACTIONS

Part of the Business Plan is to achieve rapid drdwtbuilding the Level 3 Network and using the &€e® Network to exploit opportunities
expected to arise from marketplace, regulatorytanodnological changes and other industry developen&ee "Industry Overview." The
Business Plan also contemplates exploring oppditsrfior strategic acquisitions and joint ventuselich could be material. As a result of its
strategy, management expects the Company to erperiapid expansion for the foreseeable futures §lowth will increase the operating
complexity of the Company. The Company's abilityrtanage its expansion effectively will depend anpag other things: (i) the expansion,
training and management of its employee base, dimduattracting and retaining highly skilled perseh(see "--Dependence on Hiring and
Retaining Qualified Personnel; Key Personnel”);tfie development, introduction and marketing of peoducts and services;

(iii) the successful integration of acquired opierag and joint ventures;

(iv) the development of financial and managementrads; and (v) the control of the Company's expsnelated to the Business Plan. Fai
of the Company to satisfy any of these requiremeamtstherwise manage its growth effectively, coudae a material adverse effect on the
Company's business, financial condition and resiltperations, including its ability to pay thedrest on and principal of the Notes.

To manage growth effectively, the Company must tbgvis sales force, external installation and nepapability, customer service teams
and information systems, and must develop relatigsswith third-party
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vendors. The Company's hiring needs are substafgal "Business--Employee Recruiting and Reteritiime construction, operation and
any upgrading of the Level 3 Network is a significandertaking. See "--Difficulties in Constructjr@perating and Upgrading the Level 3
Network." Managing the Company's growth will alsadomplicated by the significant size and compjesftthe planned Level 3 Networ
which may place heavy demands upon the Compangstdiales force, installation and repair capabsijtcustomer care organization,
business support systems, third party vendors athgement. If the Company is unable to manageatsth effectively, the Company's
business and results of operations could be miyesidversely affected.

In addition, there can be no assurance that thep@oynwill be able to identify suitable candidatesacceptable terms (especially given the
intense competition in the telecommunications itigygor strategic investments, acquisitions onfoientures or that the Company will be
able to obtain the requisite financing for any stralmsactions. These investments, acquisitiongantiventures, if made, will divert the
resources and management time of the Company godeeuccessful integration with the Company'staxg networks and services.

LACK OF INTERCONNECTION AND PEERING ARRANGEMENTS

The Company's success will depend upon its aliditgevelop and expand its network infrastructure support services in order to have
sufficient geographic reach, capacity, reliabilityd security at an acceptable cost. The developamehéxpansion of the Level 3 Network
require that the Company enter into agreementacoaptable terms and conditions, with various gleng of infrastructure capacity, in
particular interconnection agreements with ILECd peering agreements with ISPs. No assurance cgivée that any or all of the requisite
agreements can be obtained on satisfactory terchs@mditions.

The Company is currently negotiating agreementshi@iinterconnection of the Level 3 Network witle thetworks of the ILECs covering
each market in which the Company is constructisgétwork. In the future, the Company may be rexglio negotiate new interconnection
agreements, or renegotiate existing interconneegvaements, as Level 3 enters new markets. Tharbeno assurance that the Company
will successfully negotiate such agreements faroggnnection with ILECs or renewals of existingeiebnnection agreements. The failure to
negotiate required interconnection agreements doaNveg a material adverse effect on the Companifisyab become a single source
provider of communications and information services

Peering agreements between the Company and ISHsewikcessary in order for the Company to exchénadigc with those ISPs without
having to pay transit costs. The basis on whicHdhge national ISPs make peering available or semettiement charges is evolving as the
provision of Internet access and related serviessetxpanded. MCI and WorldCom, Inc. ("WorldCom'§emtly announced a merger of the
two entities, which is subject to certain regulgtand other approvals. If this merger is consumthatee resulting entity would control a
substantial percentage of the U.S. Internet baakbBecently, companies that have previously off@esating have cut back or eliminated
peering relationships and are establishing newemestrictive criteria for peering. Furthermorenifreasing costs and other requirements
associated with maintaining peering with the magtional ISPs develop, the Company may have to towigh those additional
requirements in order to continue to maintain aegrimg relationships it negotiates. Failure toldsth peering relationships would cause the
Company to incur additional operating expendituvbich would have a material adverse effect on them@any's business, financial condi
and results of operations.

NEED TO OBTAIN AND MAINTAIN PERMITS AND RIGHTS-OF-W AY

In order to acquire and develop the Level 3 Netwttk Company must obtain local franchises andrgibamits, as well as rights to utilize
underground conduit and aerial pole space and attes-of-way and fiber capacity from entities s ILECs and other utilities, railroads,
long distance companies, state highway authoritbes] governments and transit authorities. On Aril998 the Company entered into an
agreement with Union Pacific granting the Compamgasement for the laying of conduit along certditinion Pacific's
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rights-of-way in the western United States. SeesiBess--The Level 3 Network--Intercity Network."drke can be no assurance that the
Company will be able, on acceptable terms, to mairits existing franchises, permits and rightsooobtain and maintain the other franchi
permits and rights needed to implement the BusiRé&as. The cancellation or non-renewal of suchrgreanents could materially adversely
affect the Company's business in the affected mpelitan area. In addition, the failure to entebiahd maintain any such required
arrangements for any portion of the Level 3 Netwoiky affect the Company's ability to develop thedle Network.

DEPENDENCE ON SUPPLIERS

Lease of Communications Capacity. Until the conipiebf the Company-owned portion of the Level 3wWatk, the Company will lease
substantially all of its intercity communicatiorspacity in North America. On March 23, 1998, ther(any entered into an agreement with
Frontier whereby the Company leased approximat@@®Bmiles of OC-12 network capacity currently unclenstruction connecting 15 U.S.
cities. In addition, the Company intends to leasegaificant amount of capacity from ILECs and CLEIG connect the Company's customers
with the Company's gateway sites, even after tingpbetion of the Company-owned portion of the Le¥@&letwork. See "Busines3he Leve

3 Network." Accordingly, the Company will be depentiupon the services of these lessors. The Compamyexperience delays and
additional costs if any of these relationships étsors is terminated or if any one or all of thiilities experiences a technical or other
similar failure, and the Company is unable to resuitable agreements with alternate carriers imaly manner. These events could have a
material adverse effect on the Company's busiffi@ssicial condition, competitive position and rdéswf operations and its ability to pay the
interest on and the principal of the Notes.

In Europe, the Company will initially lease subdgialty all of its intercity communications capacifihe supply of such capacity for lease is
significantly more limited than in the United Stat&Vhile the Company believes that it will be aoléease the necessary capacity in Europe,
there can be no assurance that it will be abletsa] and that if the Company can lease such dgpdaavill be at a price that will not have a
material adverse effect on the Company's busifi@sgicial condition, competitive position and rdéswf operations and its ability to pay the
interest on and the principal of the Notes.

Equipment and Materials. The Company will be depahdn third-party suppliers of the fiber, conda@mputers, software, switches/routers
and related components that the Company will askeanid integrate into the Level 3 Network. Duehte karge-scale nature of the Level 3
Network, the Company will be making large purchasfefiber and conduit, which will represent a sfigant portion of the current producti
of these suppliers. The Company will also depentherservices of third parties with whom it may taot in the future for customer site
installations, routine maintenance, on-call repaitl certain other services. The Company may experidelays and additional costs if any of
these relationships is terminated and the Compaopable to reach suitable agreements with altenexidors or suppliers in a timely
manner. Any such occurrence could have a matatiarae effect on the Company's business, finanoradlition, competitive position and
results of operations and its ability to pay thieiast on and the principal of the Notes.

The development and expansion of the Level 3 Nekwalt require that it enter into agreements, onegtable terms and conditions, with
various providers of infrastructure capacity andipment and support services. No assurance caivée that any or all of the requisite
agreements can be obtained on satisfactory terchs@rditions.

COMPETITION; RAPID TECHNOLOGICAL CHANGES

The communications and information services inguisthighly competitive. Many of the Company's ¢ixig and potential competitors in the

communications and information services industiyehfnancial, personnel, marketing and other resemsignificantly greater than those of

the Company, as well as other competitive advastageluding existing customer bases. Increaseddlmation and strategic alliances in the
industry resulting from the Telecommunications A£1996 (the "Telecom Act"), the opening of the U.S
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market to foreign carriers and technological adearzould give rise to significant new competitarsnte Company. In addition, further
deregulation may give rise to unanticipated addila@ompetitors.

In the special access and private line servicegehathe Company's primary competitors will be IX@$£Cs and CLECSs. In the market for
collocation services, the Company will compete WitECs and CLECs. Most of these competitors hasigaificant base of customers for
whom they are currently providing collocation sees. Due to the high costs to a customer of chgngpiiocation sites, the Company may
have a competitive disadvantage relative to themstieg competitors. The market for Web hosting/gmss is also extremely competitive. In
this market, the Company will compete with ISPs arahy others, including IXCs, companies that exehlg provide Web hosting services
and a number of companies in the computer industry.

For virtual private network services and voice 8&, the Company will compete primarily with naiéb and regional network providers. 1
ability of the Company to compete effectively imstmarket will depend upon its ability to maintdiigh quality services at prices equal to or
below those charged by its competitors.

There are currently four principal facilities-badedg distance fiber optic networks (AT&T, MCI, $mrand WorldCom, although a proposed
merger between WorldCom and MCI is pending), as asshumerous ILEC and CLEC networks. The Comparaniare that others,
including Qwest Communications International InQwest"), IXC Communications, Inc. ("IXC") and Th¢illiams Companies, Inc.
("Williams"), are building additional networks thathen constructed, could employ advanced techyddogilar to that of the Level 3
Network and will offer significantly more capacityan is currently available in the marketplace. @liditional capacity that is expectec
become available in the next several years mayecsigsificant decreases in the prices for services.

In the long distance market, the Company's princampetitors will include AT&T, MCI, Sprint and WalCom, all of whom have extensive
experience in the long distance market. In addjtibe Telecom Act will allow RBOCs and others tdegrihe long distance market. See "--
Government Regulation" and "Business--Regulatitmlbcal markets the Company will compete with IL&é&nhd CLECs, many of whom
have extensive experience in the local market. 8k Company believes that IP technology will graw be a viable technology for the
transmission of these voice services, such techggatonot yet in place and at this time the Companould not be able to provide voice
services at an acceptable level of quality usingetiinology. There can be no assurance that thep@woywill be able to develop or acquire
such technology. See "--Need to Develop Voice Teldgy for IP Networks." There can be no assurahaethe Company will be able to
compete successfully with existing competitors @wvrentrants in the virtual private network serviaed voice services market as well as the
other markets it plans to serve. Failure by the gamy to do so could have a material adverse effethe Company's business, financial
condition and results of operations, includinggitlity to pay the interest on and the principatit# Notes.

The communications and information services inguistsubject to rapid and significant changes ant®logy. For instance, recent
technological advances permit substantial increfmseansmission capacity of both new and exisfibgr, and the introduction of new
products or emergence of new technologies may eetheccost or increase the supply of certain sesvéimilar to those which the Company
plans on providing. Accordingly, in the future tBempany's most significant competitors may be netraats to the communications and
information services industry, which are not buttby an installed base of outdated equipment.efiieet of technological changes, and the
competition that may result from such changeshenGompany's operations cannot be predicted arld bave a material adverse effect on
the Company's business, financial condition andlt®sf operations, including its ability to payetmterest on and principal of the Notes.

PRICING PRESSURES AND INDUSTRY CAPACITY

The long distance transmission industry has gelyagsakn characterized as having overcapacity anlihiteg prices since the AT&T
divestiture in 1984. Although the Company belietrest increasing demand for capacity in the lasesdwears has resulted in a shortage of
network capacity and slowed the decline in prices,
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the Company anticipates that prices for commuraoatand information services will continue to deelover the next several years due
primarily to

(i) installation by the Company and its competit@@artain of whom are expanding capacity and caostrg or considering new networks) of
fiber networks that provide substantially more smission capacity than may be needed over the sharedium term, (ii) recent
technological advances that permit substantiak@®es in the transmission capacity of both neweaisting fiber, (iii) strategic alliances or
similar arrangements, such as long distance capagithasing alliances among certain RBOCs, tlatase the parties' purchasing power
and (iv) increased capacity of satellite, microwane radio facilities. These price declines map#&eicularly severe if recent trends causing
increased demand for capacity, such as Interngeusaange. Rapid growth in the use of the Intématrecent phenomenon, and there c:¢
no assurance that such growth will continue astrae rate or at all. Such pricing pressure cowe laamaterial adverse effect on the busi
of the Company and on its financial condition aeslutts of operations, including its ability to cdetp the Level 3 Network and its ability to
pay the interest on and the principal of the Notes.

GOVERNMENT REGULATION

Communications services are subject to significagtilation at the federal, state, local and intiéonal levels, affecting both the Company

and its existing and potential competitors. Delaysceiving required regulatory approvals or tha@ment of new and adverse regulatior

regulatory requirements may have a material adwfeet upon the Company. In addition, future l&gise, judicial, and regulatory agency
actions could alter competitive conditions in tharkets in which the Company intends to operatejaps not necessarily to the Company's
advantage.

The Federal Communications Commission (the "FC&&y@ses jurisdiction over interstate and inteiradi telecommunications services,
including both long distance services and the tdisecal network facilities to originate and termiaanterstate or international calls ("access
service"). Under current FCC regulations, the Camyda not required to obtain advance authorizatiooffer domestic interstate long
distance and access services. It is currently reduo file tariffs disclosing the rates, termsg @onditions of certain of its long distance
services, and to comply with certain other FCC nexnents. The Company has obtained FCC authorizédigrovide international long
distance service, and consequently will be requindde tariffs and comply with certain reportingquirements for certain of its services. £
carrier providing FCC-regulated services, the Camypaill be required to pay various regulatory feesl assessments, although at this time it
does not expect that such fees will have a mateffiatt on its profitability.

State regulatory commissions exercise jurisdictieer intrastate telecommunications services, inolptoth local exchange and in-state long
distance services. The Company will be requireabimin regulatory authorization and/or file tariffisprice lists at state agencies in most
states before it begins offering services in thsiates. The Company will also be required to comytl state regulations governing the
pricing and provision of telecommunications seryighich vary considerably from state to state, tngay various regulatory fees and taxes
assessed by states on telecommunications servidgzaviders.

A variety of governmental authorities regulate @@mpany's access to public rights-of-way, includiighways, streets, underground
conduits, and the like. See "--Need to Obtain arainthain Permits and Rights-of-Way." The Compangtslities will also be subject to
numerous local regulations such as building codédiaensing. Such regulations vary on a city iy and county by county basis. See
"Business--Regulation."

There can be no assurance that the FCC or stateissions will grant authority requested by the Campand required by it to provide
services. If authority is not obtained or if theffa are not filed, updated, or otherwise do ndlyf comply with the tariff filing rules of the
FCC or state regulatory agencies, third partieggulators could challenge these actions. Suchestys could cause the Company to incur
substantial legal and administrative expenses atehpally delay or prevent the provision of seegc

The Telecom Act provides for a significant deregolaof the domestic telecommunications industngjuding the local exchange, long
distance and cable television industries. The Teleéct remains subject to
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judicial review and additional FCC rulemaking, ahds it is difficult to predict what effect the Isation will have on the Company and
future operations. There are currently many regwadctions under way and being contemplated bgriddind state authorities regarding
interconnection pricing and other issues that coeddlt in significant changes to the business itmmd in the telecommunications industry.
There can be no assurance that these changeswiilbime a material adverse effect on the Company.

The Telecom Act subjects nondominant telecommuicicatcarriers, such as the Company, to certairréédegulatory requirements upon
their provision of local exchange service in a nearldll ILECs and CLECs must interconnect with atbarriers, provide nondiscriminatory
access to rights-of-way, offer reciprocal compenosabr termination of traffic, and provide dialinggrity and telephone number portability.
The Telecom Act also requires all telecommunicatioarriers to ensure that their services are aitbes$s and usable by persons with
disabilities.

The FCC has to date treated ISPs as "enhanceds@naviders,” exempt from federal and state rdguia governing common carriers,
including the obligation to pay access chargescamdribute to the universal service fund. The FE@xamining the status of ISPs and
services provided by ISPs in several ongoing priogs. On April 10, 1998, the FCC issued a Reo@dngress on its implementation of
the universal service provisions of the Telecom. Acthat Report, the FCC stated, among other #hitigat the provision of transmission
capacity to ISPs constitutes the provision of hemunications and is therefore subject to commoneraegulations. The FCC indicated
that it would reexamine its policy of not requiring ISP to contribute to the universal service raadms when the ISP provides its own
transmission facilities and engages in data tramgpe@r those facilities in order to provide anoimhation service. Any such contribution
would be related to the ISP's provision of the ulyileg telecommunications services according toRleport, separate and apart from ISP
services. In the Report, the FCC also indicatetitiveould examine the question of whether cerfaims of "phone-to-phone IP telephony’
are information services or telecommunicationsisesr It noted that the FCC did not have an adeqguetord on which to make any
definitive pronouncements on that issue at thiefilbut that the record the FCC had reviewed sugdiest certain forms of phone-ptone IF
telephony appear to have the same functionalityoaslP telecommunications services and lack theatheristics that would render them
information services. If the FCC were to deterntima certain services are subject to FCC regulatamtelecommunications services, the
FCC noted it may find it reasonable that the IS®saccess charges and make universal service lwatidris similar to non-IP-based
telecommunications service providers. The FCC atged that other forms of IP telephony appeardzbtmformation services. The Comp:
cannot predict the outcome or timing of these pedoegs. If the FCC were to determine that ISPsgeovices provided by ISPs, are subject to
FCC regulation, including the payment of accessgdmand contribution to the universal service fjiiidcould have a material adverse effect
on the Company's business, financial condition, metitive position and results of operations andGoenpany's ability to pay the interest on
and principal of the Notes.

Pursuant to the Telecom Act, the FCC has recedtypted significant changes in its universal sersgigesidy program. Providers of interstate
telecommunications service, as well as certainrahéties, must pay for these programs. The Corwyipaontribution to the universal service
fund will be based on its telecommunications ser@nd-user revenues. The extent to which the Coy'gpaervices are viewed as
telecommunications services or as information sesviwill affect the amount of the Company's conttidn, if any. As indicated in the
preceding paragraph, the issue of how the Compasawysces will be classified has not been resol@drently, the FCC assesses
contributions on the basis of a provider's reveiou¢he previous year. Since the Company had rezéehmunications service revenues in
1997, it will not be liable for universal servicerdributions in any material amount during 1998ttWespect to subsequent years, however,
the Company is currently unable to quantify the am@f contributions that it will be required to keaand the effect that these required
payments will have on its financial condition besawf uncertainties concerning the size of theansal fund and uncertainty concerning the
classification of the Company's services. The F@E€diso announced that it will soon revise itsgtite subsidizing service provided to
consumers in high cost areas, which may resultrithér substantial increases in the overall costi@funiversal service program.
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While both local and long distance (except fa@ftbased international) services are now openrtpettion in Canada, only "Canadian
carriers,” which must be majority-owned and coébby Canadians, are permitted to provide faesibased services, and the regional
telephone companies and the monopoly providertefmiational services still have majority controlnoény significant market sectors and are
likely to begin or have begun facing decreasedlegigumn as competition matures. Even when the Cameiditernational services market is
opened to competition in October 1998, Canadianezdoreign ownership restrictions will still b@glicable to the provision of facilities-
based international services. Because the Comgamt ieligible to be a Canadian carrier, and tlamnot control a facilities-based
telecommunications service provider in Canadagiinot under current law enter the Canadian maekatm@ovider of facilities-based
domestic services or possibly, when they are op&medmpetition, facilities-based internationahsegs. The Canadian Radio-Television and
Telecommunications Commission ("CRTC") generallyulates the provision of telecommunications ses/ineCanada (except, until Octol
25, 1998, over intra-provincial services in Sashketean), but many significant regulatory issues aslsing important issues affecting local
competition and the implementation of Canada's citmemts under the Fourth Protocol to the GenerakAment on Trade in Services (the
"WTO Agreement") are the subject of pending regulaproceedings and legislation as to whose outedimere is substantial uncertainty.
While there is essentially regulatory forbeararmerésold services, which are open to both Canaali@hnon-Canadian controlled firms,
resellers could be subject to additional regulasiera result of pending proceedings and expectgsldéion implementing Canada's
commitments under the WTO Agreement. While resotél services are theoretically open to competitibare has been concern about the
feasibility of allowing companies that are not Cdiaa carriers, and therefore not subject to CRT&dliction, to provide resold local
services, and thus about the implementation oflddsoal services competition. Because many cliigsues remain the subject of pending
proceedings and legislation whose outcome is uaicer@nd because the regional telephone compamittha current monopoly international
carrier (Teleglobe Canada) continue to retain suttisti majorities in many service sectors and ikedyl to begin or have begun facing
decreased regulation as competition matures, t@rée no assurance that the Company will be abiteglement its planned entry into the
Canadian market on economically reasonable or ddganus terms. See "Business--Regulation--Cand&gnlation."

RISK OF NETWORK FAILURE; LIABILITY FOR TRANSMISSION S

The Company's operations will be dependent upoabitity to protect the Level 3 Network against daya from natural disasters, power loss,
communications failures and similar events. Degpigéeproposed redundancy of the Level 3 NetworH, @her precautions the Company
expects to take, the occurrence of a natural disastother unanticipated problem could cause sefiviterruptions on the Level 3 Network.
See "--Dependence on Suppliers."”

The Level 3 Network will use an assemblage of comigations equipment, software, operating protoaold proprietary applications for hi
speed transportation of large quantities of datarggrmultiple locations. Given the complexity of f@posed Level 3 Network, it may be
possible that data will be lost or distorted. Mareo much of the Company'’s customers' communicsii@eds will be extremely time
sensitive, and delays in data delivery may caugafant losses to a customer using the Companfgsmation network. The Level 3
Network may contain undetected design faults afiivaoe "bugs"” that, despite testing by the Compamgy be discovered only after t

Level 3 Network has been installed and is in useustomers. The failure of any equipment or facitih the Level 3 Network could result in
the interruption of service to the customers sedioy such equipment or facility until necessapaies are effected or replacement equipr
is installed. Such failures, faults or errors cocddise delays or require modifications that coaldeha material adverse effect on the
Company's business, financial condition, compegipesition, customer base and results of operatindsts ability to pay the interest on and
the principal of the Notes.

SECURITY RISKS

The Level 3 Network will be vulnerable to unautized access, computer viruses and other disruptof@gms which, in addition to custon
interruptions, delays and cessations of servicgldogsult in liability
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to the Company and a loss of existing customec®old deter potential customers from using the L8Wdetwork. Eliminating computer
viruses and alleviating other security problems meaire interruptions, delays or cessation ofiserto the Company's customers which
could have a material adverse effect on the Conlpdmuginess, financial condition, competitive positand results of operations and its
ability to pay the interest on and principal of tlietes. Moreover, the actions necessary to eliraittase problems could be prohibitively
expensive.

INTELLECTUAL PROPERTY AND PROPRIETARY RIGHTS

The Company's success may depend, in part, obilitydo develop and maintain proprietary rightsdertain technology which will underlie
the Level 3 Network. See "--Need to Develop Voieefinology for IP Networks" and "--Difficulties inoBstructing, Operating and
Upgrading the Level 3 Network." To protect its priepary rights in the technology which may be a#li in the Level 3 Network, the
Company will rely on a combination of trade seenmed copyright protection as well as patents. They@any also will rely on trademark
protection concerning various names, marks, logasagher devices which serve to identify the Conypasithe source for and originator of
the Company's services.

While the Company does not know of any technologibih are patented by others that it believesaressary for the Company to provide
voice-over IP services, there can be no assurdwatestich a necessary technology will not be padenyeother parties now or in the future. If
such a technology were held under patent by anptrson, the Company would have to negotiate asedor the use of such technology.
There can be no assurance that the Company cogitiai such a license, or that such a licensedvioelat a price that was acceptable tc
Company. The existence of such a patent, or thglityaof the Company to negotiate a license foy anch technology on terms beneficial to
the Company, could have a material adverse effeth® Company's business, financial condition, agtitipe position and results of
operations and its ability to pay the interest nd principal of the Notes.

Intellectual property litigation is complex and tean be no assurance of the outcome of any gigdtibn. Any future intellectual property
litigation, regardless of outcome, could resulsibstantial expense to the Company and signifidiaetsion of the efforts of the Company's
technical and management personnel. An adversengdatgion in any such proceeding could subjectGbenpany to significant liabilities to
third parties, require disputed rights to be li@hfom such parties, if licenses to such rightddbe obtained, and/or require the Compar
cease using such technology. There can be no assuitsat any such license would or could be obtbaieosts reasonable to the Company.
If forced to cease using such technology, therebeano assurance that the Company would be aldevielop or obtain alternate technology.
Accordingly, an adverse determination in a judiciahdministrative proceeding or failure to obtagtessary licenses could prevent the
Company from manufacturing, using or selling certfiits products, which could have a material aslweffect on the Company's business,
financial condition, competitive position and raswf operations and its ability to pay the inte@sand principal of the Notes.

COVENANTS

The covenants in the Indenture allow the Compaulyjest to certain limitations, to use its fundsaibroad range of activities and investme
including entering into joint ventures it does nohtrol, some of which may result in significanska@xpenditures by the Company or rest
significant losses. See "--Rapid Expansion Plarenagement of Growth; Strategic Transactions" anestption of the Notes."

HOLDING COMPANY STRUCTURE; EFFECTIVE SUBORDINATION OF THE NOTES

The Company is a holding company with no mategakss other than the stock of its subsidiaries tlaad\otes are obligations exclusively of
the Company. The Notes are unsecured and ranpgssu in right of payment with all existing andufet senior unsecured indebtedness and
trade payables of the Company. The Notes are efédgisubordinated to all secured indebtednesh@fQompany to the extent of the value
the
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assets securing such indebtedness. Since sublyamitithe Company's operations are conductedugats subsidiaries, the Company's cash
flow and its ability to meet its own obligationacluding payment of interest and principal obligati on the Notes, are dependent upon the
earnings of its subsidiaries and the distributiohthose earnings to the Company, or upon loamgter payments of funds made by such
subsidiaries to the Company. Future debt instrusnehthe Company's subsidiaries likely will impasgnificant restrictions that affect,
among other things, the ability of the Companylssadiaries to pay dividends or make loans, advaocesher distributions to the Company.
The ability of the Company's subsidiaries to pagd#inds and make other distributions also will bejsct to, among other things, applicable
state laws and regulations. In certain circumstsyite prior or subsequent approval of such divddesr distributions is required from the
applicable regulatory or other governmental entity.

The operating assets of the Company are ownedeb@€dmpany's subsidiaries, effectively subordinatirgNotes to all existing and future
indebtedness, trade payables, preferred stock thied abligations of the Company's subsidiaries.réfoee, the Company's rights and the
rights of its creditors, including the holders bétNotes, to participate in the assets of any didygi upon the subsidiary's liquidation or
reorganization will be subject to the prior claiofsuch subsidiary's creditors and holders of pretestock, if any, except to the extent that
the Company may itself be a creditor with recogaiiziaims against the subsidiary, in which casecthiens of the Company would still be
effectively subordinated to any security interéster mortgages or other liens on the assets df subsidiary and would be subordinate to
indebtedness of such subsidiary senior to thatinelthe Company. The Indenture limits, but doespnohibit, the incurrence of additional
indebtedness by the Company and its subsidiartesrefore, both the Company and its subsidiarielsratiin the ability to incur substantial
additional indebtedness, and the Company expeatstthnd its subsidiaries may incur substantigitawhal indebtedness in the future in
connection with the implementation of the Busin@ks. See "Description of the Notes."

LEVERAGE AND DEBT SERVICE

As of March 31, 1998, on a pro forma basis afteingj effect to the Initial Offering, the Company wd have had approximately $2.1 billion
of indebtedness. In addition, the Company expeciisdur substantial net operating losses for theseeable future, and there can be no
assurance that the Company will be able to acloewistain profitability in the future. Accordinglthere can be no assurance that the
Company will have sufficient funds to pay debt gggon the Notes. In addition, the Indenture pesiiie Company to incur additional
indebtedness under certain conditions, includingrdimited amount of secured purchase money ddtg.l@veraged nature of the Company
could limit the ability of the Company to effecttdue financings or may otherwise restrict the Conyfmactivities. Substantial leverage poses
the risk that the Company may not be able to geaerficient cash flow to service its indebtednéssluding the Notes, and to adequately
fund the Business Plan. See "--Substantial CaRitgluirements" and "Description of the Notes."

The Business Plan may require that the Companytasdbsidiaries obtain substantial amounts oftaafthl indebtedness in the future. The
degree to which the Company is leveraged, andeigictive and financial covenants that the Compaitiybe subject to, will have important
consequences to the holders of the Notes, inclutii@dollowing: (i) the Company's ability to obtaadditional financing for the Business
Plan, including the substantial net losses incuimezbnnection therewith, may be impaired in thieife;

(i) a substantial portion of the Company's caskwffrom operations must be dedicated to the paymwiedébt service, thereby reducing the
funds available to the Company for the Business;Kla) the Company's leverage may hinder itsigptb adjust rapidly to changing market
conditions; and (iv) the Company's leverage coutdkenthe Company more vulnerable in the event aventurn in general economic
conditions or in its business.

RISKS ASSOCIATED WITH A CHANGE OF CONTROL

The Indenture contains provisions relating to éerta&ents constituting a "Change of Control TrigggrEvent" with respect to the Company.
Upon the occurrence of such a Change of Contrgigering Event, the
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Company would be obligated to make an offer to pase all outstanding Notes at a purchase pricd &m®81% of the principal amount of
the Notes, plus accrued and unpaid interest (ij smyhe purchase date. There can be no assuraaciné Company would have sufficient
funds to pay the purchase price for all Notes tezalby holders seeking to accept the offer to psehln addition, instruments governing
other debt of the Company may prohibit the Comgamm purchasing any Notes prior to their statedurit, including upon a Change of
Control Triggering Event, or require that such dedtepurchased upon a change of control. A falhyrthe Company to purchase all Notes
validly tendered pursuant to such an offer to pasehwould result in an Event of Default under tiaehture. See "Description of the Notes--
Certain Covenants--Change of Control Triggeringrive

ABSENCE OF PUBLIC MARKET

The Notes are a new issue of securities for whiehetis currently no established market. Therebeano assurance as to (i) the liquidity of
any such market that may develop, (ii) the abiityhe holders of Notes to sell any of their Notas(iii) the price at which the holders of
Notes would be able to sell any of their Notes. Teenpany does not presently intend to apply fainiisof any of the Notes on any natiol
securities exchange or on The Nasdaq Stock Market.Initial Purchasers have advised the Compartthies presently intend to make a
market in the Notes. The Initial Purchasers areobtigated, however, to make a market in any ofMbtes and any such market-making may
be discontinued at any time at the sole discreaifche Initial Purchasers and without notice. Acliogly, no assurance can be given as to the
development or liquidity of any market for any b&tNotes. If a market for any of the Notes werddweelop, such Notes could trade at prices
that may be higher or lower than their initial ofifg price depending on many factors, includingvpiing interest rates, the Company's
operating results and prospects for its performatieemarket for similar securities and generaheoaic conditions. Historically, the market
for securities such as the Notes has been subjelisrtuptions that have caused substantial vdiatilithe prices of similar securities. There
can be no assurance that if a market for any oNittes were to develop, such a market would nausgect to similar disruptions.

CONSEQUENCES OF FAILURE TO EXCHANGE

Holders of Original Notes who do not exchange tliginal Notes for New Notes pursuant to the ExagjeaOffer will continue to be subject
to the restrictions on transfer of such Originat&soas set forth in the legend thereon as a coasequof the issuance of the Original Notes
pursuant to exemptions from, or in transactionssadiect to, the registration requirements of theuBities Act and applicable state securities
laws. In general, the Original Notes may not bei@t or sold, unless registered under the Secufite and applicable state securities laws,
or pursuant to an exemption therefrom. Except undgain limited circumstances, the Company doé¢sntend to register the Original Notes
under the Securities Act. In addition, any holde®dginal Notes who tenders in the Exchange Ofifethe purpose of participating in a
distribution of the New Notes may be deemed to haceived restricted securities and, if so, willreguired to comply with the registration
and prospectus delivery requirements of the Seesiiict in connection with any resale transactibmthe extent Original Notes are tendered
and accepted in the Exchange Offer, the tradindgetaif any, for the original Notes not tenderedildobe adversely affected. See "The
Exchange Offer" and "Registration Rights."

YEAR 2000 ISSUES

The Company is conducting a review of its compayatems, including the computer systems used i€tmpany's computer outsourcing
business, to identify systems that could be aftebiethe "Year 2000" computer issue, and is dewetppnd implementing a plan to resolve
the issue. The Year 2000 issue results from computgrams written with date fields of two digitather than four digits, thus resulting in
the inability of computer programs to distinguisttvbeen the year 1900 and 2000. The Company exihettds Year 2000 compliance proj
will be completed before the Year 2000 date chabgeing the execution of this project, the Compaag and will continue to incur internal
staff costs as well as consulting and other expengeese costs will be expensed, as incurred,rimptance with GAAP. The expenses
associated with this project,
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as well as the related potential effect on the Camy[s earnings, are not expected to have a madéfeait on its future operating results or
financial condition. There can be no assurance glwew that the Year 2000 problem will not have demal adverse effect on the Company's
business, financial condition, competitive positand results of operations and its ability to gay interest on and principal of the Notes.

The Company has initiated communications withiggigicant suppliers and customers, including thosthe Company's computer
outsourcing business and, in particular, vendoth®@Company's computer outsourcing operating enwients, to determine the extent to
which the Company is vulnerable to the failure bghsparties to remediate Year 2000 compliance ssdde assurance can be given, howe
that the systems will be made Year 2000 compliaat iimely manner or that the noncompliance ofsystems of any of these parties would
not have a material adverse effect on the Compaugimess, financial condition, competitive positand results of operations and its ability
to pay the interest on and principal of the Notes.

PKS Systems Integration LLC ("PKS Systems"), a &lidasy of PKSIS, provides a wide variety of infortia technology services to its
customers. In fiscal year 1997, approximately 80%he revenue generated by PKS Systems relatewbjeqps involving Year 2000
assessment and renovation services performed bySyKi®ms for its customers. These contracts géneeguire PKS Systems to identify
date affected fields in certain application softsvaf its customers and, in many cases, PKS Systedertakes efforts to remediate those date
affected fields so that Year 2000 data may be msm@d Thus, Year 2000 issues affect many of thécesrPKS Systems provides to its
customers. This exposes PKS Systems to potersia that may include problems with services pravioe PKS Systems to its customers
and the potential for claims arising under PKS &yt customer contracts. PKS Systems attemptateactually limit its exposure to

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

The expenses associated with this project by PK&ISvell as the related potential effect on PKS#&Hmings, are not expected to have a
material effect on its future operating resultsioancial condition. There can be no assurance ghvew that the Year 2000 problem, and any
loss incurred by any customers of PKSIS as a restiite Year 2000 problem, will not have a mateadVerse effect on the Company's
financial condition, results of operations andaiélity to pay the interest on and principal of thetes.

RISKS OF FOREIGN INVESTMENT

The Company expects to expand its operations integriational markets in Canada, Western Europefaia Risks inherent in foreign
operations include loss of revenue, property andpagent from expropriation, nationalization and fteratory taxation. The Company will
also be exposed to the risk of changes to lawsgatdes that govern foreign investment in courgnéhere it expects to operate as well as, to
a lesser extent, changes in United States lawsesndations relating to investing in or trading lw@ountries in which the Company may have
investments.

Certain of the countries in which the Company exp&z operate may be subject to a substantiallgtgrelegree of social, political and
economic instability than is the case in other ¢nes. Such instability may result from, among ottiéngs, the following: (i) authoritarian
governments or military involvement in politicaldaeconomic decision making, and changes in goventtheough coups or other extra-
constitutional means; (ii) social unrest associatéll demands for improved economic, social andtipal conditions; (iii) internal
insurgencies and terrorist activities; and (iv)tHeselations with neighboring countries. Risks@sated with social, political and economic
instability in a particular country could have aterél adverse effect on the results of operatamds financial condition of the Company and
could result in the loss of the Company's assessidh country.

FOREIGN CURRENCY EXCHANGE RATES; REPATRIATION

As the Company expands its operations into couigside of the United States, its results of ajpens and the value of its assets will be
affected by the currency exchange rates betweed.®edollar and the
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functional currencies of countries in which it legeerations and assets. In some of these courtriess of the Company's products and
services will be denominated in the local functionarency or in a currency other than the U.SladoAs a result, the Company may
experience economic losses solely as a resultrefgio currency exchange rate fluctuations, whiauide foreign currency devaluations
against the dollar. The Company may in the fut@euae interests in companies that operate in c@mswvhere the removal or conversion of
currency is restricted. There can be no assurdmatebuntries that do not have such restrictiorieeatime the Company establishes
operations in those countries will not subsequentlyose them, especially in situations where tlieeedeterioration in a country's balance of
payments or where the local currency is being eaeinverted into other currencies.

ENVIRONMENTAL RISKS

The Company's operations and properties are subjectvide variety of laws and regulations relatiogprotection of the environment, natt
resources, and human health and safety, includivg &nd regulations concerning the use and managefleazardous and non-hazardous
substances and wastes. Although the Company has amadwill continue to make significant expenditurelating to its environmental
compliance obligations, there can be no assurdratd¢tte Company will at all times be in compliamgth all such requirements.

In connection with certain historical operatiortee Company is a party to, or otherwise involvedegal proceedings under state and federal
law involving investigation and remediation actiedt at approximately 110 contaminated propertibe. Company could be held liable, joir
and severally, and without regard to fault, forlsirosestigation and remediation. Based on presentljlable information regarding the nat
and volume of its wastes allegedly disposed oagsld at these properties, the number of otherdiabyviable, potentially responsible
parties, and the total estimated clean-up costsCtimpany does not believe that the costs assdaidtie these properties will be material,
either individually or in the aggregate.

The discovery of additional environmental liabégirelated to the Company's historical operatiorchanges in existing environmental
requirements could have a material adverse effeth® Company's business, results of operatiorffyancial condition. See "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations.”

RISKS RELATED TO THE COMPANY'S COAL OPERATIONS

In 1997, $222 million of the Company's $332 milliomnet revenues were attributable to its coal ngraperations. The level of cash flows
generated in recent periods by the coal operatiglhgot continue after the year 2000 because #lavery requirements under the Company's
current long-term contracts decline significantiteathat date. Moreover, in the absence of thasgracts, the Company's coal mining
operations would not be able to operate profitdyl\selling its production on the spot markets foalc A substantial majority of the
Company's coal mining revenues are concentratedrurmhtracts with three customers.

The Company's coal operations are subject to extersns and regulations that impose stringent ai@nal, maintenance, financial
assurance, environmental compliance, reclamatéstoration and closure requirements, includingirequents governing air and water
emissions, waste disposal, worker health and safetyefits for current and retired coal miners, atiegér general permitting and licensing
requirements. The Company may not at all timesilmmpliance with all such requirements. Liabifitir claims associated with such
noncompliance could require the Company to incuteni costs or suspend production. Mine reclanmatiosts that exceed the Company's
reserves for such matters also could require thregany to incur material costs.

24



USE OF PROCEEDS

The Company will not receive any proceeds fromissaance of New Notes in the Exchange Offer. The Netes will evidence the same
debt as the Original Notes surrendered in exchémgrefor and, accordingly, the issuance of the N@tes will not result in any change in
indebtedness of the Company.

The net proceeds to the Company of the Initial @ftpwere approximately $1.937 billion. The netgeeds will be used in connection with
the implementation of the Business Plan to increabstantially the Company's information servicesifiess and to expand the range of
services it offers by building an advanced, intéameal, facilities-based communications networkdshen IP technology.

CAPITALIZATION

The following table sets forth as of March 31, 19@Bthe historical consolidated capitalizationtbé Company; and (ii) such capitalizatior
adjusted to give effect to the Initial Offeringtbe Original Notes. This table should be read imjwoction with "Management's Discussion
and Analysis of Financial Condition and Result©gpkrations” and the consolidated financial statésnand the notes thereto, incorporate
reference in this Prospectus.

MARCH 31, 1998

AS
HISTORICAL ADJUSTED(1)

(DOLLARS IN MILLIONS)

Cash and marketable securities..................... .. $2,095 $4,032
Current portion of long-term debt.................. g_:“$ _LI_“—
Long-term debt, less current portion............... . 5_157__ $_1_3_7___
NOEES.....iiiie e . - 2,000
Total long-term debt, less current portion..... . i37 -2137
Total stockholders' equity(1)..........ccoeveeennee . 2-049 ""2-,—049
Total capitalization................ccveueees . $2-186 mj$:1,186

(1) Excludes 2,627,767 shares of Common Stock atidres and warrants to purchase 423,581 sharesmftn Stock which were issued
the Company in connection with the Company's adiprisof XCOM. The shares of Common Stock issued @@served for issuance upon
exercise of such options and warrants equal apmtely 1.9% of the outstanding Common Stock onllg fliluted basis.
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THE EXCHANGE OFFER
PURPOSE OF THE EXCHANGE OFFER

The Original Notes were originally issued and smidApril 28, 1998 in a transaction exempt from ségition under the Securities Act.
Accordingly, the Original Notes may not be reoffiereesold or otherwise pledged, hypothecated osfesred in the United States unless so
registered or unless an applicable exemption floarégistration requirements of the Securitiesigeivailable. The Company has agreed
pursuant to the Registration Agreement to (i) filithin 90 days after the closing of the Initialf€ing (the "Original Notes Closing Date"), a
registration statement with the Commission withpees to the Exchange Offer, (ii) use its best ¢fforcause such registration statement to be
declared effective under the Securities Act narl#tan 150 days after the Original Notes Closiageland (iii) upon effectiveness of such
registration statement, offer New Notes in exchaogsurrender of Original Notes. The New Noteslzging offered hereunder to satisfy
these obligations of the Company under the Regjistré\greement.

TERMS OF THE EXCHANGE

The Company is offering, upon the terms and suligettie conditions of the Exchange Offer, to exgjea$i1,000 in principal amount of New
Notes for each $1,000 in principal amount of outdbag Original Notes. The terms of the New Notessarbstantially identical in all respe

to the terms of the Original Notes for which thegynbe exchanged pursuant to the Exchange Offeepexicat (i) the offer of the New Notes
will have been registered under the Securitiesaict, therefore, the New Notes will be freely tranable by holders thereof (except as
otherwise described herein) and not bear a legegarding restrictions on transfer, (ii) holdershef New Notes will not be entitled to certain
rights of the holders of the Original Notes under Registration Agreement, which rights with respeche Original Notes will terminate on
consummation of the Exchange Offer and (iii) thevN¥otes will not contain any provisions regardihg payment of Special Interest. The
New Notes will evidence the same debt as the Gaiditotes and will be entitled to the benefits af thdenture. See "Description of 1
Notes."

The Exchange Offer is not conditioned upon any mini aggregate principal amount of Original Notesdpéendered for exchange.

Based on interpretations by the Staff set fortharaction letters issued to third parties, the Canypbelieves that New Notes issued pursuant
to the Exchange Offer in exchange for the Orighales may be offered for resale, resold and ottserntvansferred by holders thereof (other
than any holder which is (i) an "affiliate" of tl@mpany within the meaning of Rule 405 under theugtes Act, (ii) a broker-dealer who
acquired Original Notes directly from the Issue(id)y broker-dealers who acquired Original Notasaaresult of market making or other
trading activities) without compliance with the igigation and prospectus delivery provisions of Sleeurities Act provided that such New
Notes are acquired in the ordinary course of sudtidns' business, and such holders are not endgagadd do not intend to engage in,
have no arrangement or understanding with any pdrsparticipate in, a distribution of such New BmtEach broker-dealer that receives
New Notes for its own account pursuant to the ErgleaOffer must acknowledge that it will deliver@spectus in connection with any res
of such New Notes. The Letter of Transmittal stétes$ by so acknowledging and by delivering a pecss, a broker-dealer will not be
deemed to admit that it is an "underwriter" witkliie meaning of the Securities Act. This Prospeasst may be amended or supplemented
from time to time, may be used by a broker-dealarannection with resales of New Notes receiveekichange for Original Notes where
such New Notes were acquired by such broker- daalerresult of market-making activities or otmading activities. The Company has
agreed that, starting on the date of this Prospeatd ending on the close of business on the @aystli80 days following the date of this
Prospectus, it will make this Prospectus availadleny broker- dealer for use in connection witlg anch resale. See "Plan of Distribution.”
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Tendering holders of Original Notes will not be uegqd to pay brokerage commissions or fees orgestilhp the instructions in the Letter of
Transmittal, transfer taxes with respect to theharge of the Original Notes pursuant to the Exchadffer.

Interest on each New Note will accrue from the iagtrest payment date on which interest was paithe Original Note surrendered in
exchange therefor or, if no interest has been @aisuch Original Note, from the date of originaluance of such Original Note.

EXPIRATION DATE; EXTENSIONS; TERMINATION; AMENDMENT S

The Exchange Offer expires on the Expiration Dake term "Expiration Date" means 5:00 p.m., Newkv@ity time, on , 1998, unless the
Company in its sole discretion extends the periatihd which the Exchange Offer is open, in whiclkemivthe term "Expiration Date" means
the latest time and date on which the ExchangerCdfeso extended by the Company, expires. The @oyngeserves the right to extend the
Exchange Offer at any time and from time to timieipto the Expiration Date by giving written notiteethe Exchange Agent and by timely
public announcement communicated, unless othemetpgired by applicable law or regulation, by makingelease to the Dow Jones News
Service. During any extension of the Exchange Q#kiOriginal Notes previously tendered pursuarttie Exchange Offer will remain
subject to the Exchange Offer.

The initial Exchange Date will be the first busis@sy following the Expiration Date. The Companpressly reserves the right to (i)
terminate the Exchange Offer and not accept fohamge any Original Notes for any reason, includfiragy of the events set forth below
under " --Conditions to the Exchange Offer" shalé& occurred and shall not have been waived bZtmpany and (ii) amend the terms of
the Exchange Offer in any manner, whether beforter any tender of the Original Notes. If anytstermination or amendment occurs, the
Company will notify the Exchange Agent in writingcawill either issue a press release or give writtetice to the holders of the Original
Notes as promptly as practicable. Unless the Cosnegminates the Exchange Offer prior to 5:00 pMew York City time, on th

Expiration Date, the Company will exchange the Ndotes for the Original Notes on the Exchange Date.

If the Company waives any material condition to Exehange Offer, or amends the Exchange Offer ynadimer material respect, and if at the
time that notice of such waiver or amendment & faiublished, sent or given to holders of OrigiNates in the manner specified above, the
Exchange Offer is scheduled to expire at any tiaréex than the expiration of a period ending oa fifth business day from, and including,
the date that such notice is first so publishedt segiven, then the Exchange Offer will be ex&shdntil the expiration of such period of five
business days.

This Prospectus and the Letter of Transmittal ahérarelevant materials will be mailed by the Compto record holders of Original Notes
and will be furnished to brokers, banks and sinplarsons whose names, or the names of whose namnaggeear on the lists of holders for
subsequent transmittal to beneficial owners of iDaNotes.

HOW TO TENDER

The tender to the Company of Original Notes by ldérthereof pursuant to one of the procedurefostt below will constitute an agreems
between such holder and the Company in accordaitbehe terms and subject to the conditions seéhfberein and in the Letter of
Transmittal.

General Procedures. A holder of an Original Notg teader the same by (i) properly completing aighisig the Letter of Transmittal or a
facsimile thereof (all references in this Prospedtuthe Letter of Transmittal shall be deemedhtuide a facsimile thereof) and delivering
same, together with the certificate or certificatgsresenting the Original Notes being tenderedaanydrequired signature guarantees (or a
timely confirmation of a book-entry transfer (a 'BeEntry Confirmation™) pursuant to the proceduesdtibed below), to the Exchange
Agent at its address set forth below undelEXehange Agent" on or prior to the Expiration Daitgii) complying with the guaranteed delive
procedures described below.
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If tendered Original Notes are registered in th@@af the signer of the Letter of Transmittal alnel New Notes to be issued in exchange
therefor are to be issued (and any untenderedr@tidlotes are to be reissued) in the name of tiistered holder, the signature of such
signer need not be guaranteed. In any other das¢endered Original Notes must be endorsed omaganied by written instruments of
transfer in form satisfactory to the Company anly éxecuted by the registered holder and the sigeain the endorsement or instrument of
transfer must be guaranteed by a firm (an "Eligib&itution") that is a member of a recognizechsiire guarantee medallion program (an
"Eligible Program") within the meaning of Rule 17A8 under the Securities Exchange Act of 1934 '([the&hange Act"). If the New Notes
and/or Original Notes not exchanged are to be dediy to an address other than that of the registesteler appearing on the note register for
the Original Notes, the signature on the LetteFrainsmittal must be guaranteed by an Eligible tastin.

Any beneficial owner whose Original Notes are regisd in the name of a broker, dealer, commereiakpbtrust company or other nominee
and who wishes to tender Original Notes shouldaxtrguch holder promptly and instruct such holdgender Original Notes on such
beneficial owner's behalf. If such beneficial ownéshes to tender such Original Notes himself, damheficial owner must, prior to
completing and executing the Letter of Transmétad delivering such Original Notes, either makerappate arrangements to register
ownership of the Original Notes in such benefioher's name or follow the procedures describeétdiérimmediately preceding paragraph.
The transfer of record ownership may take consheréme.

Book-Entry Transfer. The Exchange Agent will makeguest to establish an account with respectad@itiginal Notes at The Depository
Trust Company (the "Book-Entry Transfer Facilityt)y purposes of the Exchange Offer within two besmdays after receipt of this
Prospectus, and any financial institution that sgicipant in the Book-Entry Transfer Facilitg\sstems may make book-entry delivery of
Original Notes by causing the Book- Entry Tran$fecility to transfer such Original Notes into thecBange Agent's account at the Book-
Entry Transfer Facility in accordance with the Beohtry Transfer Facility's procedures for transféowever, although delivery of Original
Notes may be effected through b-entry transfer at the Book-Entry Transfer Facjlitye Letter of Transmittal, with any required siture
guarantees and any other required documents, musty case, be transmitted to and received b¥Ekuhange Agent at the address set forth
below under "--Exchange Agent" on or prior to theitation Date or the guaranteed delivery procesldescribed below must be complied
with.

THE METHOD OF DELIVERY OF ORIGINAL NOTES AND ALL OHER DOCUMENTS IS AT THE ELECTION AND RISK OF THE
HOLDER. IF SENT BY MAIL, IT IS RECOMMENDED THAT REGTERED MAIL, RETURN RECEIPT REQUESTED, BE USED,
PROPER INSURANCE BE OBTAINED, AND THE MAILING BE MBE SUFFICIENTLY IN ADVANCE OF THE EXPIRATION

DATE TO PERMIT DELIVERY TO THE EXCHANGE AGENT ON OBEFORE THE EXPIRATION DATE.

Unless an exemption applies under the applicableatad regulations concerning "backup withholdinffealeral income tax, the Exchange
Agent will be required to withhold, and will withith 31% of the gross proceeds otherwise payabdehtolder pursuant to the Exchange Offer
if the holder does not provide the holder's taxpagentification number (social security numbeleanployer identification number) and
certify that such number is correct. Each tendehioigler should complete and sign the main signdtrma and the Substitute Form W-9
included as part of the Letter of Transmittal, sdaprovide the information and certification nesary to avoid backup withholding, unles:
applicable exemption exists and is proved in a raasatisfactory to the Company and the ExchangetAge

Guaranteed Delivery Procedures. If a holder desir@scept the Exchange Offer and time will nongiea Letter of Transmittal or Original
Notes to reach the Exchange Agent before the Bipir®ate, a tender may be effected if the Exchakgent has received at its office list
under "--Exchange Agent" hereof on or prior to Eheiration Date a letter, telegram or facsimilenaission from an Eligible Institution
setting forth the name and address of the tend&cdfder, the names in which the Original Notesrargstered and, if possible, the certificate
numbers of the Original Notes to be tendered, satthg that the tender is being made thereby amdamteeing that within three New York
Stock Exchange trading days after the date of ai@tof such
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letter, telegram or facsimile transmission by thigiBle Institution, the Original Notes, in propfarm for transfer, will be delivered by such
Eligible Institution together with a properly comptd and duly executed Letter of Transmittal (amg @her required documents). Unless
Original Notes being tendered by the above-desgnbethod (or a timely Book-Entry Confirmation) aleposited with the Exchange Agent
within the time period set forth above (accompamiedreceded by a properly completed Letter of $naittal and any other required
documents), the Company may, at its option, rafexztender. Copies of a Notice of Guaranteed Dsliwhich may be used by Eligible
Institutions for the purposes described in thisageaiph are being delivered with this Prospectustlaad etter of Transmittal.

A tender will be deemed to have been received #seoflate when the tendering holder's properly deteg and duly signed Letter of
Transmittal accompanied by the Original Notes (Gmely Book-Entry Confirmation) is received by tR&change Agent. Issuances of New
Notes in exchange for Original Notes tendered @ntto a Notice of Guaranteed Delivery or lettelegram or facsimile transmission
similar effect (as provided above) by an Eligibistitution will be made only against deposit of thedter of Transmittal (and any other
required documents) and the tendered Original Natea timely Book-Entry Confirmation).

All questions as to the validity, form, eligibilifincluding time of receipt) and acceptance fortee of any tender of Original Notes will be
determined by the Company, whose determinationbeilfinal and binding. The Company reserves thelatesright to reject any or all
tenders not in proper form or the acceptancesxXchange of which may, in the opinion of counseh® Company, be unlawful. The
Company also reserves the absolute right to waiyeo&the conditions of the Exchange Offer or arfedt or irregularities in tenders of any
particular holder whether or not similar defectsroegularities are waived in the case of othedkedd. None of the Company, the Exchange
Agent or any other person will be under any dutgite notification of any defects or irregularitiestenders or shall incur any liability for
failure to give any such natification. The Comparigterpretation of the terms and conditions offtxehange Offer (including the Letter of
Transmittal and the instructions thereto) will beaf and binding.

TERMS AND CONDITIONS OF THE LETTER OF TRANSMITTAL
The Letter of Transmittal contains, among othenghkj the following terms and conditions, which pagt of the Exchange Offer.

The party tendering Original Notes for exchange (fhransferor") exchanges, assigns and transfer®tiginal Notes to the Company and
irrevocably constitutes and appoints the Exchangenf\as the Transferor's agent and attorney-intdacause the Original Notes to be
assigned, transferred and exchanged. The Transgpgsents and warrants that it has full poweraantority to tender, exchange, assign
transfer the Original Notes and to acquire New Ndateuable upon the exchange of such tenderednariyotes, and that, when the same are
accepted for exchange, the Company will acquirelgoa unencumbered title to the tendered Origirés| free and clear of all liens,
restrictions, charges and encumbrances and natcubjany adverse claim. The Transferor also wésrdnat it will, upon request, execute
and deliver any additional documents deemed by thrapany to be necessary or desirable to completexbthange, assignment and transfer
of tendered Original Notes. The Transferor furthgrees that acceptance of any tendered Origin&Nnt the Company and the issuance of
New Notes in exchange therefor shall constitutéoperance in full by the Company of its obligatiamsder the Registration Agreement ¢

that the Company shall have no further obligationkabilities thereunder (except in certain lintiteircumstances). All authority conferred
the Transferor will survive the death or incapacityhe Transferor and every obligation of the Bfanor shall be binding upon the heirs, l¢
representatives, successors, assigns, executoeslandistrators of such Transferor.

By tendering Original Notes, the Transferor cegtfia) that it is not an "affiliate" of the Compamighin the meaning of Rule 405 under the
Securities Act, that it is not a brokdealer that owns Original Notes acquired direatiyf the Company or an affiliate of the Companyt th
is acquiring the New Notes offered hereby in thdirary course of such Transferor's business andsthedn Transferor has no arrangement
with any person to participate in the distributafrsuch New Notes or (b) that it is an "affiliafgls so defined) of the Company
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or of the Initial Purchasers, and that it will cdgnpiith the registration and prospectus deliveryuieements of the Securities Act to the extent
applicable to it. Each broker-dealer that receNew Notes for its own account pursuant to the ErgeaDffer must acknowledge that it will
deliver a prospectus in connection with any resiluch New Notes. The Letter of Transmittal stéites$ by so acknowledging and by
delivering a prospectus, a broker-dealer will rdieemed to admit that it is an "underwriter" witthie meaning of the Securities Act.

WITHDRAWAL RIGHTS
Original Notes tendered pursuant to the Exchander@fay be withdrawn at any time prior to the Eapion Date.

For a withdrawal to be effective, a written or fiatife transmission notice of withdrawal must bedignreceived by the Exchange Agent at its
address set forth below under "--Exchange Agenty such notice of withdrawal must specify the persamed in the Letter of Transmittal
as having tendered Original Notes to be withdraa certificate numbers of Original Notes to behdiawn, the principal amount of Origit
Notes to be withdrawn (which must be an authordedomination), a statement that such holder isdsétiving his election to have su
Original Notes exchanged, and the name of thetergid holder of such Original Notes, and must gaesil by the holder in the same manner
as the original signature on the Letter of Trangh{including any required signature guarantee$f)eoaccompanied by evidence satisfactory
to the Company that the person withdrawing theeehds succeeded to the beneficial ownership oDifiginal Notes being withdrawn. The
Exchange Agent will return the properly withdrawrighal Notes promptly following receipt of noticd withdrawal. All questions as to the
validity of notices of withdrawals, including tinod receipt, will be determined by the Company, andh determination will be final and
binding on all parties.

ACCEPTANCE OF ORIGINAL NOTES FOR EXCHANGE; DELIVERY OF NEW NOTES

Upon the terms and subject to the conditions ofBkehange Offer, the acceptance for exchange @i Notes validly tendered and not
withdrawn and the issuance of the New Notes wiliMasle on the Exchange Date. For the purposes @xtigange Offer, the Company shall
be deemed to have accepted for exchange validiieted Original Notes when, as and if the Comparsygigen written notice thereof to the
Exchange Agent.

The Exchange Agent will act as agent for the tendenolders of Original Notes for the purposeseafaiving New Notes from the Company
and causing the Original Notes to be assignedsfeared and exchanged. Upon the terms and subjéiee tconditions of the Exchange Offer,
delivery of New Notes to be issued in exchangeatmepted Original Notes will be made by the Excleafsgent promptly after acceptance of
the tendered Original Notes. Original Notes noeated for exchange by the Company will be returmighlout expense to the tendering
holders (or in the case of Original Notes tendéngetdook-entry transfer into the Exchange Agenttoaat at the Boolentry Transfer Facilit
pursuant to the procedures described above, suclexahanged Original Notes will be credited to aocaint maintained with such Book-
Entry Transfer Facility) promptly following the Exption Date or, if the Company terminates the Exae Offer prior to the Expiration Da
promptly after the Exchange Offer is so terminated.

CONDITIONS TO THE EXCHANGE OFFER

Notwithstanding any other provision of the Exchafgter, or any extension of the Exchange Offer,@menpany will not be required to iss
New Notes in respect of any properly tendered @algiNotes not previously accepted and may termithetd=xchange Offer (by oral
written notice to the Exchange Agent and by timmiplic announcement communicated, unless othemetpgired by applicable law or
regulation, by making a release to the Dow Jonegd\&ervice) or, at its option, modify or otherwisaend the Exchange Offer, if (a) there
shall be threatened, instituted or pending anyaair proceeding before, or any injunction, ordedecree shall have been issued by, any
court or governmental agency or other governmentgallatory or administrative agency or commiss{grseeking to restrain or prohibit the
making or consummation of the Exchange Offer or atiwer transaction contemplated by the Exchanger(Xif) assessing or seeking any
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damages as a result thereof, or (iii) resulting material delay in the ability of the Company ¢teept for exchange or exchange some or :
the Original Notes pursuant to the Exchange Oft®rany statute, rule, regulation, order or injumetshall be sought, proposed, introduced,
enacted, promulgated or deemed applicable to tieedhge Offer or any of the transactions contemglagethe Exchange Offer by any
government or governmental authority, domestimogifjn, or any action shall have been taken, pregas threatened, by any government,
governmental authority, agency or court, domestioreign, that in the sole judgment of the Comparght directly or indirectly result in
any of the consequences referred to in clausea$ ¢a)(ii) above or, in the sole judgment of thengmany, might result in the holders of New
Notes having obligations with respect to resalekteansfers of New Notes which are greater thasdldescribed in the interpretations of
Commission referred to on the cover page of thispectus, or would otherwise make it inadvisableréxeed with the Exchange Offer; or
(c) a material adverse change shall have occunréitei business, condition (financial or otherwisggrations, or prospects of the Company.

The foregoing conditions are for the sole bendfthe Company and may be asserted by it with respeadl or any portion of the Exchange
Offer regardless of the circumstances (including aation or inaction by the Company) giving risesteh condition or may be waived by the
Company in whole or in part at any time or fromeiio time in its sole discretion. The failure bg thompany at any time to exercise any of
the foregoing rights will not be deemed a waiveany such right, and each right will be deemedragoing right which may be asserted at
any time or from time to time. In addition, the Guamy has reserved the right, notwithstanding thiefaation of each of the foregoing
conditions, to terminate or amend the ExchangerOffe

Any determination by the Company concerning thélfiment or non- fulfillment of any conditions wibbe final and binding upon all parties.

In addition, the Company will not accept for excharmny Original Notes tendered and no New Notesheiissued in exchange for any such
Original Notes, if at such time any stop order kbalthreatened or in effect with respect to thgiReation Statement of which this Prospe:
constitutes a part or qualification of the Indeptunder the Trust Indenture Act of 1939, as amefiidhed ' Trust Indenture Act").

EXCHANGE AGENT

IBJ Schroder Bank & Trust Company has been appbiasethe Exchange Agent for the Exchange Offetet®bf Transmittal must be
addressed to the Exchange Agent at its addreésrdebelow.

By Registered or Certified Mail: By Over night Courier or By Hand:
IBJ Schroder Bank & Trust Company IBJ Sch roder Bank & Trust Company
P.O. Box 84 One State Street
Bowling Green Station New York, NY 10004
New York, NY 10274-0084 Attenti on: Securities Processing
Attention: Reorganization Operations Wind ow Subcellar One (SC-1)
Department

By Facsimile:

(212) 858-2611
Confirm by Telephone: (212) 858-2103

Delivery to an address other than as set forthifneoe transmissions of instructions via a facsemul telex number other than the ones set
forth herein, will not constitute a valid delivery.

SOLICITATION OF TENDERS; EXPENSES

The Company has not retained any dealer-manag@mdar agent in connection with the Exchange Oé#fied will not make any payments to
brokers, dealers or others for soliciting acceptaraf the Exchange Offer. The Company will, howepay the Exchange Agent reasonable
and customary fees for its services and will
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reimburse it for reasonable outqpfcket expenses in connection therewith. The Compélhalso pay brokerage houses and other custsg
nominees and fiduciaries the reasonable oygenket expenses incurred by them in forwarding éesiébr their customers. The expenses t
incurred in connection with the Exchange Offer]uning the fees and expenses of the Exchange Aggehprinting, accounting and legal
fees, will be paid by the Company and are estimategpproximately $400,000.

No person has been authorized to give any infoomair to make any representations in connectioh thi¢ Exchange Offer other than thi
contained in this Prospectus. If given or madehsoformation or representations should not beedelipon as having been authorized by the
Company. Neither the delivery of this Prospectusamy exchange made hereunder shall, under anynegtances, create any implication t
there has been no change in the affairs of the @agnpince the respective dates as of which infaomas given herein. The Exchange Offer
is not being made to (nor will tenders be accefrtmah or on behalf of) holders of Original Notesany jurisdiction in which the making of t
Exchange Offer or the acceptance thereof wouldadh compliance with the laws of such jurisdictiblowever, the Company may, at its
discretion, take such action as it may deem nepetsanake the Exchange Offer in any such jurisdicand extend the Exchange Offer to
holders of Original Notes in such jurisdiction.dny jurisdiction the securities laws or blue skydaof which require the Exchange Offer tc
made by a licensed broker or dealer, the Excharifigr © being made on behalf of the Company by @neore registered brokers or dealers
which are licensed under the laws of such jurigalict

APPRAISAL RIGHTS

HOLDERS OF ORIGINAL NOTES WILL NOT HAVE DISSENTERS' RIGHTS OR APPRAISAL
RIGHTS IN CONNECTION WITH THE EXCHANGE OFFER.
FEDERAL INCOME TAX CONSEQUENCES

The exchange of Original Notes for New Notes bydedd will not be a taxable exchange for federabine tax purposes, and holders should
not recognize any taxable gain or loss or any ésteincome as a result of such exchange.

OTHER

Participation in the Exchange Offer is voluntary drolders should carefully consider whether to ptddolders of the Original Notes are
urged to consult their financial and tax advisorgiiaking their own decisions on what action to take

As a result of the making of, and upon acceptaacexchange of all validly tendered Original Nopessuant to the terms of this Exchange
Offer, the Company will have fulfilled a covenaintained in the terms of the Original Notes andRlegistration Agreement. Holders of the
Original Notes who do not tender their certificateshe Exchange Offer will continue to hold su@hrtificates and will be entitled to all the
rights, and limitations applicable thereto, under Indenture, except for any such rights undeRibgistration Agreement, which by their
terms terminate or cease to have further effeatr@sult of the making of this Exchange Offer. 92escription of the Notes." All untendered
Original Notes will continue to be subject to tlestriction on transfer set forth in the Indentdre.the extent that Original Notes are tendered
and accepted in the Exchange Offer, the tradindgetaif any, for the Original Notes could be adedysaffected. See "Risk Factors--
Consequences of Failure to Exchange."

The Company may in the future seek to acquire wietesd Original Notes in open market or privatelgoteated transactions, through
subsequent exchange offers or otherwise. The Coyrtmsino present plan to acquire any Original Nateish are not tendered in the
Exchange Offer.
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SELECTED FINANCIAL DATA OF THE COMPANY

The selected financial data presented below asdfa the fiscal years ended the last Saturddyecember of 1993, 1994, 1995, 1996 and
1997 have been derived from the Company's auddedatidated financial statements, and the noteselthereto. The selected financial «
presented below as of and for the three monthscekidech 31, 1997 and 1998 have been derived frenCttmpany's unaudited financial
statements. In the opinion of management, the utexbifinancial statements have been prepared osaime basis as the audited financial
statements and include all adjustments, consistimgprmal recurring adjustments, necessary foirgpf@sentation of the financial position
and results of operations as of such dates amslfdr periods. The following information should kad in conjunction with "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations” and the Company's auditedaalated financial statements and
the notes related thereto, incorporated by refer@mthis Prospectus. Since the Business Plangept a significant expansion of the
Company's communications and information servicesniess, the Company does not believe that thewWolp information serves as a
meaningful indicator of the Company's future finahcondition or results of operations. The Compargects to incur substantial net
operating losses for the foreseeable future, agektban be no assurance that the Company will leg@lchieve or sustain operating
profitability in the future.

THREE MONTHS

ENDED MARCH 31,

1998 1997 1997

FISCAL YEAR ENDED(1)

1996 1995 1994 1993

(DOLLARS IN MILLIONS)

Results of Operations:

Revenue................. $ 87 3% 80% 332 $ 652% 580% 537$ 267
Earnings (loss) from

continuing operations.. (6) 16 83 104 126 28 174
Net earnings(2)......... 926 35 248 221 244 110 261
Other Data:

Ratio of earnings to

fixed charges(3)....... 7.33 10.06 5.73 387 - - 2094
Financial Position:

Total assets............ 2,794 2,779 3,066 2,945 4,048 3,236
Current portion of long-

term debt.............. 4 3 57 40 30 11
Long-term debt, less

current portion........ 137 137 320 361 899 452
Stockholders' equity.... 2,049 2,230 1,819 1,607 1,736 1,671

(1) In October 1993, the Company acquired 35% efahtstanding shares of C- TEC, which shares edtiie Company to 57% of the
available voting rights of C-TEC. At December 2894, the Company owned 48% of the outstanding steard 62% of the voting rights of
C-TEC.

As a result of the C-TEC restructuring in 1997, @wmpany owns less than 50% of the outstandingestaard voting rights of each of the
three entities into which C-TEC was divided, aneréfiore accounted for each entity using the equéthod in 1997. The Company
consolidated C-TEC in its financial statements frt®93 to 1996.

The financial position and results of operationshef Construction Group have been classified aodiued operations due to the Split-Off.

In September 1995, the Company dividended its tnvest in MFS to holders of the Class D Stock. MifeSults of operations have been
classified as a single line item on the statemehéarnings for 1993, 1994 and 1995. MFS is codatdid in the 1993 and 1994 balance st
of the Company.

In January 1994, MFS issued $500 million of 9.373éfior Discount Notes.

In September 1997, the Company agreed to selhésgy segment to CalEnergy Company, Inc. See "Mamagt's Discussion and Analysis
of Financial Condition and Results of Operatiofie transaction closed on January 2, 1998. Accglylithe energy segment has been
classified as discontinued operations.

(2) In 1993, two public offerings by MFS resulteda $137 million after-tax gain for the Companyl1B884 and 1995, additional MFS stock
transactions resulted in $35 million and $2 millefter-tax gains to the Company and reduced itsessinp in MFS to 67% and 66%,
respectively. In the first quarter of 1998, the Quamy recognized a gain of $608 million equal todifference between the carrying value of
the Construction Group and its fair value in aceoime with the Financial Accounting Standards Bdargerging Issues Tax Force Issue 96-4.
The Company then reflected the fair value of thesbwiction Group as a distribution to the holddr€lass C Stock.

(3) For purposes of calculating the ratio of eagsito fixed charges, earnings consist of earnilugs) before income taxes, minority interest
and discontinued operations plus fixed chargesueied capitalized interest. Fixed charges condisiterest expensed and capitalized, plus
the portion of rent expense under operating ledsemed by the Company to be representative ofithesist factor, plus preferred stock
dividends on preferred stock of MFS. The Compary ddeficiency of earnings to fixed charges of 88%on and $42 million in 1995 and
1994, respectively
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the Company's audited consolidated finahsiatements (including the notes
thereto), included elsewhere in this Prospectus.

RECENT DEVELOPMENTS
Split-Off

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

to address certain issues created by the Compidueyigwo-class capital stock structure and the needtract and retain the best management
for the Company's businesses. During the cour#is ekamination of the consequences of a listinthefClass D Stock, management
concluded that a listing of the Class D Stock wowtladequately address these issues, and instgad ko study a separation of the
Construction Group from the other businesses oCitimpany (the "Diversified Group"), thereby formitvgp independent companies. At the
regular meeting of the Board on July 23, 1997, rgangent submitted to the Board for consideratioropgsal for separation of the
Construction Group and the Diversified Group thitmagsplit-off of the Construction Group. At a s@éeneeting on August 14, 1997, the
Board approved the Split-Off.

The separation of the Construction Group and theiBified Group was contingent upon a number ofl@é@ns, including the favorable
ratification by a majority of the holders of botretCompany's Class C Construction & Mining GrougtReted Redeemable Convertible
Exchangeable Common Stock, par value $.0625 pee gtiee "Class C Stock"), and the Class D Stoc#,tha receipt by Company of an
Internal Revenue Service ruling or other assuraicceptable to the Board that the separation woelld-free to U.S. stockholders. On
December 8, 1997, the holders of Class C StockCdass D Stock approved the Split-Off and on March@®8, the Company received a
favorable ruling from the Internal Revenue Servitdee Split-Off occurred on March 31, 1998. In coctign with the Split-Off, (i) the
Company exchanged each outstanding share of Cl&ssdk for one share of common stock of PKS Holslingc. ("New PKS"), the
company formed to hold the Construction Group, kick eight-tenths of a share of the Company's Ga€onvertible Common Stock, par
value $.01 per share (the "Class R Stock"), wah#d, (i) New PKS was renamed "Peter Kiewit Sdns.," (iii) the Company was renan
"Level 3 Communications, Inc." and (iv) Class D &evas designated as Common Stock, par value £04hare ("Common Stock"). As a
result of the Split- Off, the Company no longer avwamy interest in New PKS or the Construction Group

Conversion of Class R Stock

The Board forced the conversion of all outstandihgres of Class R Stock into Common Stock effectsvef May 15, 1998. Each share of
Class R Stock was converted into $25 worth of Com®tmck, based upon the average trading pricesco€dmmon Stock on the Nasdaq
National Market for the last fifteen trading daysA@ril 1998. Each holder of Class R Stock receiv@8B9 of a share of Common Stock
each share of Class R Stock held. In total, apprately 6.5 million shares of Class R Stock wereveoted into approximately 2.5 million
shares of Common Stock on May 15, 1998. As a resttte Board's determination to force conversibthe Class R Stock, certain
adjustments have been made to the cost sharingsknallocation provisions of the separation agreets between the Company and the
Construction Group. See "Certain Transactions agldtRnships."

Conversion of Class C Stock in January 1998

Prior to the Split-Off, as of January 1 of eachrybalders of Class C Stock had the right to con@tass C Stock into Class D Stock, subject
to certain conditions. In January 1998, holder€laks C Stock converted 2.3 million shares, witbdemption value of $122 million, into
10.5 million shares of Class D Stock.
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Listing of Common Stock
Effective April 1, 1998, the Common Stock beganlimg on The Nasdaq National Market under the syibéLT."
C-TEC Restructuring

On September 30, 1997, C-TEC consummated a rastingtof C-TEC into three publicly traded companiie "C-TEC Companies"). As a
result of this restructuring, the Company owns teas 50% of the outstanding shares and votingsigheach C-TEC Company, and
therefore has accounted for eachT&C Company using the equity method as of thertmigg of 1997. In accordance with generally acag
accounting principles, C-TEC's financial positiogsults of operations and cash flows are conselat the 1996 and 1995 financial
statements.

CalEnergy Transaction

In January 1998, the Company and CalEnergy Compaay("CalEnergy") closed the sale of the Compaeylergy assets to CalEnergy (the
"CalEnergy Transaction"). The Company received @eds of approximately $1.16 billion and expectetmgnize an after-tax gain of
approximately $324 million in 1998. The aftmx proceeds from this transaction of approxima$8g7 million will be used to fund in part t
Business Plan.

Stock Options

The Company recently adopted an outperform stotbmprogram. For a discussion of the accountiegtment for options granted under
this program and their effect on results of operetifor future periods, see "Business-- Employeariiting and Retention."

Frontier Agreement

On March 23, 1998, the Company and Frontier entiertedan agreement (the "Frontier Agreement") einglthe Company to lease for a
period of up to five years approximately 8,300 mitdé OC-12 network capacity on Frontier's new 18,00le SONET fiber optic, IP-capable
network that is under construction. The leased agtwill initially connect 15 of the larger citiegross the United States. While requiring an
aggregate minimum payment of $165 million ovefiits-year term, the Frontier Agreement does notasgomonthly minimum consumption
requirements on the Company, allowing the Comparorder, alter or terminate circuits as it deenapriate. The Company expects to
recognize these costs as the leased network izedtil

Union Pacific Rights-of-Way

On April 2, 1998, the Company announced it hadlred@ definitive agreement with Union Pacific ghagthe Company the use of
approximately 7,800 miles of rights-of-way ("ROWIpng Union Pacific's rail routes for constructimfithe North American Intercity
Network. The Company expects that the Union Paaifieement will satisfy substantially all of itdiaipated ROW requirements west of 1
Mississippi River and approximately 50% of the R@&guirements for the North American Intercity Netlwolrhe agreement provides for
initial fixed payments of up to $8 million to UnidPacific upon execution of the agreement and througthe construction period, recurring
payments in the form of cash, communications caypaand other communications services based onuh#er of conduits that are
operational and certain construction obligationthef Company to provide fiber or conduit connedifar Union Pacific at the Company's
incremental cost of construction.

XCOM Acquisition

On April 23, 1998, the Company acquired XCOM, a/aiely held company that has developed technoldggiwthe Company believes will
provide certain key components necessary for thagamy to develop an interface between its IP- bastdork and the PSTN. The
Company issued approximately 2.6 million share€@ihmon Stock and .4 million options and warrangsurchase Common Stock in
exchange for all the common and preferred stock@DM. The value of the transaction will be deteradrthrough an appraisal. The
Company expects to account for this transactiom @srchase and expects to recognize a signifid¢erge to earnings during the second
quarter of 1998 for the portion of the cost of thechase attributable to in-process research avelamment efforts.
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Initial Offering

The Company consummated the Initial Offering ofgral Notes on April 28, 1998. The net proceedh&oCompany of the Initial Offering
were approximately $1.937 billion. The net proceedsbe used in connection with the implementatairthe Business Plan to increase
substantially the Company's information servicesifess and to expand the range of services itoffeibuilding an advanced, international,
facilities-based communications network based otetRnology.

Cable Michigan

On June 4, 1998, Cable Michigan Inc. ("Cable Mieim) agreed, subject to stockholder and regulegpproval, to be acquired by Avalon
Cable for $40.50 per share in cash, or $435 millidre Company currently owns approximately 48.5%alble Michigan and accounts for
that investment under the equity method. The cagryalue of the Company's investment in Cable Mjahias of March 31, 1998 was $44
million. As a result of this transaction, whicheispected to be completed in the fourth quartero88] the Company expects to receive
estimated proceeds of $211 million and to realizestimated after- tax gain of $109 million. Foz trear ended December 27, 1997, the
Company's share of equity losses from its investime@able Michigan was $6 million which was inckdlin the caption "Equity losses-net"
in the Statement of Earnings for that period. herthree months ended March 31, 1998, the Compsingte of equity losses from its
investment in Cable Michigan was $2 million whicasiincluded in the caption "Other Income (Expense)he Statement of Earnings for
that period.

RESULTS OF OPERATIONS

Since the Business Plan represents a significgrgresion of the Company's communications and infaomaervices business, the Company
does not believe that the Company's financial d@wand results of operations for prior years wiltve as a meaningful indication of the
Company's future financial condition or resultoperations. The Company expects to incur substargtaoperating losses for the foresee:
future, and there can be no assurance that the &onwill be able to achieve or sustain operatirafifability in the future.

First Quarter 1998 vs. First Quarter 1997

Revenue. Revenue for the quarters ended Marcls 3bummarized as follows:

1998 1997
(IN
MILLIONS)
Communications and Information Services............
Coal MiNiNg........ccooviiiieiiiieeeeniieen
Other...ccooveeieiieieieee e

Communications and information services revenusistsof computer outsourcing revenue of $15 nmlbmd systems integration revenu
$14 million in 1998. The comparable amounts in 1@@re $11 million and $5 million. Computer outsaogerevenues increased due to the
addition of several new customers since the fisstrger of 1997. The increase in systems integrageanue in the first quarter of 1998
reflects the pattern of growth experienced througi®97 as the Company expanded its computer nktsystems integration, consulting,
and Year 2000 and software reengineering activitiese this business commenced operations in 1997.

By the end of 1998, the Company expects to offenéed set of services at the gateway sites ésimblishing in 15 of the larger U.S. cities.
In preparation for the product launch, the Compeauagle significant progress during the first quairiek998 in obtaining appropriate licenses,
agreements and technical facilities. See "Busin€ks-Level 3 Network."
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Coal mining revenues decreased in 1998 primariytduthe expiration of a long term sales contratt@end of 1997 and continued lower
prices for new customer contracts. Coal mining mexeefor the year ended 1998 is expected to appairiit997 revenue, due to additional
alternative source and brokerage revenue expecr@ugcdthe remainder of 1998.

Operating Expenses. Operating expenses increag®tmillion in 1998 from $39 million in 1997 primky due to costs associated with
increased systems integration revenue. Margins fhentomputer outsourcing and systems integratisinesses improved in 1998 primarily
due to increased revenues from new customers @lotaince the first quarter of 1997 and from theesys integration business, which was in
a start-up mode in 1997. Coal margins declinedgiign 1998 due to the expiration of a long tertes contract at the end of 1997. Coal
mining margins for the year ended 1998 are expeotagproximate margins recognized in 1997 dualtht@nal high margin alternative
source coal expected to be sold throughout theiretfaaof 1998. If current market conditions conénthe Company will experience a
significant decline in coal revenue and earningsr die next several years as delivery requiremardsr long-term contracts decline and as
long-term contracts begin to expire.

Depreciation and Amortization. Depreciation and eimation increased slightly in 1998 to $6 millitnom $5 million in 1997 primarily due
to increased depreciation on PKSIS equipment pgezhéor new computer outsourcing customers. Thepaomexpects to incur additional
amortization expense beginning in the second quaftE998 due to the acquisition of XCOM. Additidmkepreciation is expected beginning
in the third quarter of 1998 when the Company comeee operations on the Level 3 Network.

General and Administrative Expenses. General andrastrative expenses increased significantly i88.8 $48 million from $16 million in
1997 primarily due to the cost of activities asatail with preparing for the expected launch ofLtveel 3 Network in the third quarter of
1998. In addition, the Company incurred approxirya$&@ million of professional service costs asstaziawith the initial development of the
BSS infrastructure, specifically designed to enaidieCompany to offer services efficiently to asgeted customers. In addition to these ¢
the Company incurred incremental compensation aelgation costs for the substantial number of nepleyees that have been hired to
begin implementation of the Business Plan, legatscassociated with obtaining licenses, agreenagrtdechnical facilities and other
development costs associated with the Company’s ptabegin offering services in 15 U.S. citieshia fall of 1998. Other than costs
associated with the BSS, which the Company willibég capitalize in the second quarter of 1998 egahand administrative costs are
expected to increase significantly in future pesiad the Company implements the Business Plan.

EBITDA. EBITDA which consists of earnings (losségYore interest, income taxes, depreciation, amatitin, non cash stock-based
compensation and other non-operating income orresggewas $(3) million in 1998 and $25 million iZ9The primary reason for the
decrease between periods is the significant inereageneral and administrative expenses, descebede, incurred in connection with the
implementation of the Business Plan. EBITDA is coonihy used in the communications industry to analy@@panies on the basis of
operating performance. EBITDA is not intended toresent cash flow for the periods.

Interest Income. Interest income increased siganitiy in 1998 to $26 million from $7 million in 19%s the Company's average cash, cash
equivalents and marketable securities balance appated $2 billion in the first quarter of 1998 0Beeds on the sale of the Company's
energy assets to CalEnergy of $1.16 billion weoeiked on January 2, 1998. The Company's averale cash equivalents and marketable
securities balance approximated $550 million in719%nding utilization of the cash equivalents anaaketable securities in implementing
the Business Plan, the Company intends to investuthds primarily in government and governmentaray securities. This investment
strategy will provide for less yield on the funtsit is expected to reduce the risk to principabipid using the funds in implementing the
Business Plan.

Interest Expense. Interest expense increasedIglight998 to $4 million from $3 million in 1997 jpnarily due to interest incurred on a $15
million mortgage with Metropolitan Life establishedJune 1997 with the
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Company's Pavilion Towers office building in Aurpf2olorado serving as collateral. The majorityh# interest expense relates to bank and
institutional notes with recourse only to the ptizad California tollroad project. Interest expemsl increase substantially in future periods
due to the consummation of the Initial Offering@f billion aggregate principal amount of Originadtis on April 28, 1998. Amortization of
debt issuance costs associated with the Initiadi@f§ will also increase interest expense in fupggods. A significant portion of the interest
will be capitalized as the Company develops thesL8Wetwork.

Other Income (Expense). Other expense, net inaleadestantially in 1998 to $22 million from $3 riah in 1997 primarily due to increased
losses recognized by the Company's equity methasstae, RCN Corporation, Inc. ("RCN"), a full seevprovider of local, long distance,
internet and cable television services primarilyesidential users in densely populated areasilNtirtheast United States. The Company's
share of these losses approximated $31 million. RCNcurring significant costs in developing itssimess plan and during the first quarte
1998 it acquired Ultranet Communications, Inc. &ndls Internet, Inc., two ISPs with operationshe Boston to Washington, D.C. corridor.
RCN recognized a charge to earnings of approxim&#b million (the Company's share $21 million)lwiespect to certain costs of the
acquisitions associated with in-process researdidamelopment activities.

Also included in other income (expense) are eqeéignings in Commonwealth Telephone Enterprises, énéennsylvania public utility
providing telephone service, equity in losses dbl€Michigan, a cable television operator in that&of Michigan, and realized gains and
losses on the sale of marketable securities, imag#is and other assets each not individually sggmif to the Company's results of operati

Income Tax (Provision) Benefit. Income tax benafiproximates the statutory rate in 1998. The inctargrovision in 1997 is slightly belc
the statutory rate due primarily to depletion akbmwes and other individually insignificant deductidor tax purposes in excess of that
recognized for financial reporting purposes.

Discontinued Operations. Discontinued operatioshithes the one-time gain of $608 million recognimpdn the distribution of the
Construction Group to former holders of Class Gctmn March 31, 1998. Also included in discontinagerations is the gain, net of tax, of
$324 million from the Company's sale of its eneaggets to CalEnergy on January 2, 1998.

1997 vs. 1996

Coal Mining. Revenue from the Company's coal mitedined 5% in 1997 compared to 1996. Alternatec®uoal revenue declined by $16
million in 1997. The Company's primary coal custon@mmonwealth Edison Company ("Commonwealth Bdijs@ccelerated its
contractual commitments in 1996 for alternate sewaal, thus reducing its obligations in 1997.ddlition to the decline in tonnage shipped,
the price of coal sold to Commonwealth Edison aedil% in 1997. Revenue attributable to other eatgrincreased by approximately $4
million. The actual amount of coal shipped undesthother contracts increased 5% in 1997, butribe at which it was sold was 4% lower
than 1996.

Gross margin, as a percentage of revenue, dedib®gdfrom 1996 to 1997. Gross margins in 1996 weaghdr than in recent years due to the
additional high margin alternate source coal sol@dmmonwealth Edison in 1996 and the refund ofnfuiens from a captive insurance
company that insured against black lung disease decline in Commonwealth Edison shipments andvaradi decline in average selling
price adversely affected the results for 1997utfent market conditions continue, the Company &sifperience a significant decline in coal
revenue and earnings over the next several yeatsliaery requirements under long-term contractdide and as longerm contracts begin
expire.

Information Services. Revenue increased by 124$®#bmillion in 1997 from $42 million in 1996. Revenfrom computer outsourcing
services increased 20% to $49 million in 1997 fi®4 million in 1996. The increase was due to nemmater outsourcing contracts signed
in 1997. Revenue for systems integration grew @ $®dlion in 1997 from less than $1 million in 199%trong demand for Year 2000
renovation services fueled the growth in systertegimation revenues.
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Gross margin, as a percentage of revenue, decram886 in 1997 from 41% in 1996 for the computetsourcing business. The reduction
of the gross margin was due to up-front costs aasttwith new contracts and significant incredegsersonnel costs due to the tightening
supply of computer professionals. Gross margirtfersystems integration business was approximd@y in 1997. A comparison to 1996
gross margin is not meaningful due to the startvafoire of the business.

General and Administrative Expenses. Excluding @G Tgeneral and administrative expenses increas#dt@®114 million in 1997. The
increase was primarily attributable to a $41 milliacrease in the information services businessge and administrative expenses. The
majority of the increase is attributable to addiibcompensation expense that was incurred dueetodnversion of a subsidiary's option and
stockappreciation rights plans to the Company's Clagtdak Option Plan. The remainder of the increakaas to the increased expense:
new sales offices established in 1997 for the syst@tegration business and the additional perddmrezl in 1997 to implement the Business
Plan.

Exclusive of the information services business.egahand administrative expenses decreased 26%2ton$ilion in 1997. A decrease in
professional services and the mine managementfeespartially offset by increased compensatioreaesp. Due to the favorable resolution
of certain environmental and legal matters, cdsis Wwere previously accrued for these issues vex@rsed in 1997. Partially offsetting this
reduction were legal, tax and consulting expensssaated with the CalEnergy Transaction and thie- €)f.

Equity Losses. The losses for the Company's equigstments increased from $9 million in 1996 t8 $dillion in 1997. Had the C-TEC
entities been accounted for using the equity methd®96, the losses would have increased to $1BmiThe expenses associated with the
deployment and marketing of the advanced fiber agts/in New York, Boston and Washington, D.C., #melcosts incurred in connection
with the buyout of a marketing contract with mirtgishareholders are primarily responsible for titmeéase in equity losses attributable to
RCN Telecom Services from $6 million in 1996 to $8#lion in 1997. The Company's share of the logfeSable Michigan, Inc. decreased
to $6 million in 1997 from $8 million in 1996. Thimprovement is attributable to the gains recoghiae the sale of Cable Michigan, Inc.'s
Florida cable systems. The earnings of Commonwd&atephone Company were consistent with that 06198e Company recorded equity
earnings of $9 million in each year attributabl&Cmmmonwealth Telephone Company. The Company atswded equity losses attributable
to several developing businesses.

Investment Income. Investment income increasedriV¥97 after excluding C- TEC's $14 million of istent income in 1996. Gains
recognized on the sale of marketable securitiésgoily within the Kiewit Mutual Fund ("KMF"), in@ased from $3 million in 1996 to $9
million in 1997. In 1997, KMF repositioned the sdtias within its portfolios to more closely trackerall market performance. Partially
offsetting these additional gains was a declinat@rest income due to an overall reduction ofd/ighrned by the KMF portfolios.

Interest Expense. Interest expense increased is@mily in 1997 after excluding $28 million of imést attributable to C-TEC in 1996.
California Private Transportation Company L.P. (T€@P), the owner-operator of a privatized tollroadQalifornia, incurred interest costs of
approximately $9 million and $11 million in 1996cah997. In 1996, interest of $5 million was cajtadl due to the construction of the
tollroad. Construction was completed in August 19861 all interest incurred subsequent to that datecharged against earnings. Interest
associated with the financing of the Aurora, Collararoperty of $1 million, also contributed to therease in interest expense.

Other Income. Other income in 1996 includes $2iamlbf other expenses attributable to C-TEC. Exiclgdhese losses, other income
declined from $8 million in 1996 to $1 million ir®27. The absence of gains on the sale of timbepaoperties and other assets, which
accounted for $6 million of income in 1996, is respible for the decline.

Income Tax (Provision) Benefit. The effective inaiax rate for 1997 is less than the expectedtstgtuate of 35% due primarily to prior
year tax adjustments, partially offset by the afffcmondeductible compensation expense assoaidtadhe conversion of the informatic
services option and stock appreciation
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rights plans to the Company's Class D Stock Ogeiam. In 1996, the effective rate was also lowantthe statutory rate due to prior year tax
adjustments. These adjustments were partially offfg@mondeductible costs associated with goodwilbgtization and taxes on foreign
operations. In 1997 and 1996, the Company setthachzber of disputed issues related to prior ydamshave been included in prior year tax
adjustments.

Discontinued Operations--Construction and Materi@lsnstruction revenues increased $414 millionrdui997 compared to 1996. The
consolidation of ME Holding Inc. (due to the incsean ownership by the Company from 49% to 80%)E"MNiolding") contributed $261
million, almost two-thirds of the increase. In atlh to ME Holding, several large projects and jaiantures became fully mobilized during
the latter part of the year and were well into"j{peak" construction phase.

Material revenues increased 19% to $290 millioh987 from $243 million in 1996. The acquisitionaafditional plant sites accounts for 2.
of the increase in sales. The remaining increaseavasult of the strong market for material praslirc Arizona. This raised sales volume
from existing plant sites and allowed for slighttigher selling prices. The inclusion of $10 milliohrevenues from the Oak Mountain facil
in Alabama also contributed to the increase.

Construction margins increased to 13% of revenu®8v as compared to 10% in 1996. The favorabl@utsn of project uncertainties,
several change order settlements, and cost sawirggrly completion bonuses received during the geatributed to this increase.

Material margins decreased from 10% of revenueB6l1o 4% in 1997. Losses at the Oak Mountainifgdil Alabama were the source of
the decrease. The materials margins from sourtes titan Oak Mountain remained stable as highérsateés and selling prices were offset
by increases in raw materials costs.

General and administrative expenses of the CongiruGroup increased 11% in 1997 after deducting i®illion of expenses attributable to
ME Holding. Compensation and profit sharing experigereased $9 million and $2 million, respectiyétgm 1996. The increase in these
costs is a direct result of higher constructiomisys.

The effective income tax rates in 1997 and 199@HerConstruction Group differ from the expectedigbry rate of 35% primarily due to
state income taxes and prior year tax adjustments.

Discontinued Operations--Energy. Income from disicared operations increased to $29 million in 188 $9 million in 1996. The
acquisition of Northern Electric plc ("Northern Etdc") in late 1996 and the commencement of opemnatat the Mahanagdong geothermal
facility in July, 1997 were the primary factors thesulted in the increase.

In October 1997, CalEnergy sold approximately I8illion shares of its common stock. This sale rexduthe Company's ownership in
CalEnergy to approximately 24%. It is the Compapghcy to recognize gains or losses on the sakaifk by its investees. The Company
recognized an after-tax gain of approximately $44ion from transactions in CalEnergy stock in flearth quarter of 1997.

On July 2, 1997, the Labour Party in the Uniteddéiom announced the details of its proposed "Wihd@X" to be levied against privatized
British utilities. This one-time tax is 23% of tddference between the value of Northern Electtitha time of privatization and the utility's
current value based on profits over a period ofoufour years. CE Electric UK plc ("CE Electric§aorded an extraordinary charge of
approximately $194 million when the tax was enacteduly 31, 1997. The total after-tax impact t® @ompany, directly through its
investment in CE Electric and indirectly throughiiterest in CalEnergy, was $63 million.

1996 vs. 1995

Coal Mining. Revenue and net earnings improved grilgndue to increased alternate source tons so@ommonwealth Edison in 1996 and
the liquidation of a captive insurance company Whitsured against black lung disease. Upon ligiodathe Company received a refund of
premiums paid plus interest in excess of resersidblished by the Company for this liability. Sirkc#93, the amended contract with
Commonwealth
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Edison provided that delivery commitments wouldshésfied with coal produced by unaffiliated mifmeshe Powder River Basin in
Wyoming. Coal produced at the Company's mines dicchange significantly from 1995 levels.

Information Services. Revenue increased 17% ton$lbn in 1996 from $36 million in 1995. The in@ase was primarily due to new
computer outsourcing contracts signed in 1996. Hesms $1 million of revenue was generated by theratons of the new systems integra
business, started in February, 1996.

Gross margin as a percentage of revenue for tlemording business decreased to 41% in 1996 fromiA5P895. The reduction of the gross
margin was primarily due to up-front costs for newstomers which were recognized as an expense wbemed.

Telecommunications. Revenue for the telecommuminatsegment increased 13% to $367 million for fi$€86. C-TEC's telephone group's
$10 million, or 8%, increase in sales and C-TE@He group's $33 million, or 26%, increase in rexewere the primary contributors to the
improved results. The increase in telephone greuprnue is due to higher intrastate access reveanethe growth in access minutes, an
increase of 13,000 access lines, and higher Intagoess and video conferencing sales. Cable gemgmue increased primarily due to hig
average subscribers and the effects of rate inesaasApril 1995 and February 1996. Subscriber tointreased primarily due to the
acquisition of Pennsylvania Cable Systems ("Penasyha Cable"), formerly Twin County Trans Videog¢lnin September 1995, and the
consolidation of Mercom, Inc. ("Mercom") since A 995. Pennsylvania Cable and Mercom accour&Z8million of the increase in
cable revenue in 1996.

The 1996 operating expenses for the telecommuaoitatiusiness increased $38 million or 18% compard®95. The telephone group
experienced a 9% increase in expenses and thegralip's costs increased 31%. The increase fdetéphone group was primarily
attributable to higher payroll expenses resultiogrf additional personnel, wage increases and highentime. Also contributing to the
increase were fees associated with the Internetsacgervices and consulting services for a vaoietggulatory and operational matters. The
cable group's increase was due to increased dapogciamortization and compensation expenses iassdavith the acquisition of
Pennsylvania Cable and the consolidation of Mersapérations. Also contributing to the higher costse rate increases for existing
programming and the costs for additional prograngmin

General and Administrative Expenses. General andrastrative expenses declined 5% to $181 millior1996. Decreases in expenses
associated with legal and environmental mattergartially offset by higher mine management fegd o the Construction Group, the
costs attributable to C-TEC and the opening ofSR&1 toll road. CFEC's corporate overhead and other costs increggaximately 13% i
1996. This increase is attributable to costs aasediwith the development of RCN Telecom Servigasiness in New York and Boston, the
acquisition of Pennsylvania Cable, the consolidatibMercom and the investigation of the feasipitf various restructuring alternatives.

Equity Losses. Losses attributable to the Compauity investments increased to $9 million in 18@6n $5 million in 1995. The additior
losses were attributable to an enterprise engagttkirenewable fuels business and to C-TEC's imerg in Megacable, S.A. de C.V.,
Mexico's second largest cable television operator.

Investment Income. Investment income increased 24%896 compared to 1995. Increased gains on fee$anarketable and equity
securities and interest income were partially affsea slight decline in dividend income.

Interest Expense. Interest expense in 1996 inade43% compared to 1995. The increase was primduiéyto interest on the CPTC debt that
was capitalized through July 1996, and C-TEC'seruble preferred stock, issued in the PennsylMaakde acquisition, that began accruing
interest in 1996.

Gain on Subsidiary's Stock Transactions. The isseiafthe stock of MFS for acquisitions by MFS dinel exercise of MFS employee stock
options resulted in a $3 million net gain to then@any in 1995.
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Other. The decrease of other income in 1996 wasanily attributable to the receipt in 1995 of satient proceeds related to certain litigation
regarding the Company's mining operations.

Income Tax Benefit (Provision). The effective inamiax rate for 1996 differs from the statutory mat@&5% primarily because of adjustments
to prior year tax provisions, partially offset ipte taxes and nondeductible amounts associatedyaitdwill amortization. In 1995, the rats
lower than 35% due primarily to $93 million of inoe tax benefits from the reversal of certain defétex liabilities originally recognized on
gains from MFS stock transactions that are no longguired due to the tax-free spiff-of MFS, and adjustments to prior year tax psims.

Discontinued Operations--Construction and Materl@lsvenue from construction decreased 1% to $2y80i8n in 1996. This resulted from
the completion of several major projects duringytbar, while many new contracts were still in theatsup phase. The Construction Group's
share of joint venture revenue remained at 30%taf tevenues in 1996. Revenue from materials asé by less than 1% in 1996. Incres
demand for aggregates in the Arizona market weasebtfy a decline in precious metal sales. The @actgin Group sold its gold and silver
operations in Nevada to Kinross Gold Corporatid€irffoss") and essentially liquidated its metalsentory in 1995.

Opportunities in the construction and materialastdy continued to expand along with the econongcaiise of the increased opportunities,
the Construction Group was able to be selectithérconstruction projects it pursued. Gross marfyinsonstruction increased from 8% in
1995 to 10% in 1996. This resulted from the conipiedf several large projects and increased efiidies in all aspects of the construction
process. Gross margins for materials declined 8@ in 1995 to 10% in 1996. The lack of higher nrapgecious metals sales in 1996
combined with slightly lower construction materiatargins produced the reduction in operating margin

In 1995, the exchange of the Construction Groupld gnd silver operations in Nevada for 4,000,088ras of common stock of Kinross led
to a $21 million gain for the Construction Grouf€Tgain was the difference between the Constru@Giaup's book value in the gold and
silver operations and the market value of the K§srshares at the time of the exchange. Other inemsalso primarily comprised of mining
management fees from the Diversified Group, of 88Hon and $30 million in 1996 and 1995, and gaimsthe disposition of property, plant
and equipment and other assets of $17 million dradrfiillion in 1996 and 1995.

The effective income tax rate for 1996 differs frime statutory rate of 35% primarily because otisljents to prior year tax provisions and
state taxes. In 1995, the rate was higher than @&primarily to state income taxes.

Discontinued Operations--Energy. Income from disicared operations declined in 1996 by 36% to $3ionl Losses attributable to the
Company's interest in CE Casecnan Water and Erfgedy Casecnan”), additional development expensesfernational activities, and the
costs associated with the Northern Electric traticaevere partially offset by increased equity éags from CalEnergy.

FINANCIAL CONDITION--MARCH 31, 1998

The Company's working capital increased substantlairing the first quarter of 1998 primarily dwethe sale of the Company's energy a:
to CalEnergy in the CalEnergy Transaction for $billon on January 2, 1998. The Company's worldagital was $1.9 billion on March :
1998 and $1.4 billion on December 27, 1997. The amy's operations provided $17 million of cash miyithe first quarter of 1998,
primarily from coal mining operations partially et by costs in implementing the Business Plan.

The Company made capital expenditures of $18 millioring the first quarter of 1998, primarily redtto the development of the
infrastructure associated with the Level 3 Netwankl the purchase of equipment used by the computsourcing business. The Company
also had net purchases of marketable securiti$6Qs
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million, primarily attributable to the investmerittbe CalEnergy Transaction proceeds. The Compklwyraade several small investments in
development stage businesses during the firsteuaitl998.

Financing activities in the first quarter of 199hsisted primarily of cash received upon the casivarof 2.3 million shares of Class C Stock,
with a redemption value of $122 million, into 1@lion shares of Class D Stock during January 1@®8ceeds from sales of Class D Stock
of $17 million and the exercise of the Companyslsbptions for $10 million. The Company reflectedhe equity accounts the exchange of
the conversion right and the issuance of the GRaSsock at its fair value of $92 million on the elaff the Split-Off. The Company will
recognize a similar adjustment to the equity actoohapproximately $70 million during the secondder of 1998 due to the forced
conversion of the Class R Stock effective May 1988l

The Company consummated the Initial Offering ofgdral Notes on April 28, 1998. The net proceedh&oCompany of the Initial Offering
were approximately $1.937 billion. The Company mute to use the net proceeds of the Initial Offeimgonnection with the implementation
of the Business Plan to increase substantialipitsmation services business and to expand thgeraf services it offers by building an
advanced international, facilities- based commuitoa network based on IP technology.

FINANCIAL CONDITION--DECEMBER 27, 1997

The Company's working capital, excluding C-TEC distontinued operations, increased $392 milliod@8% during 1997. This was due to
the $182 million of cash generated by operationsarily coal operations, and the significant ficarg activities described below.

Investing activities included $452 million usedpiarchase marketable securities, $42 million of stneents and $26 million of capital
expenditures, including $14 million for the Compamgxisting information services business and $Bamifor a corporate jet. The $42
million of investments primarily included the Conmy&s $22 million investment in the Pavilion Toweffice complex, located in Aurora,
Colorado, and $15 million of investments in devébgpbusinesses. Funding a portion of these adwitias the sale of marketable securities
for $167 million.

Sources of financing include $138 million from iesuance of Class D Stock, $72 million from thehege of Class C Stock for Class D
Stock and $16 million from the financing for Pawili Towers. Uses consist primarily of $12 milliom fbe payment of dividends and $2
million of payments on long-term debt.

At December 27, 1997, the Company had $140 mithbiong-term debt. Of this long-term debt, $114lioil was long term debt of CPTC.
Approximately $14 million of additional long-ternebt is included in net investments in discontinapdrations--construction.

LIQUIDITY AND CAPITAL RESOURCES

Since late 1997, the Company has substantiallyased the emphasis it places on and the resowreesed to its communications and
information services business. The Company intémti@come a facilities-based provider (that isfavider that owns or leases a substantial
portion of the plant, property and equipment neagst provide its services) of a broad range tdgrated communications services. To
reach this goal, the Company plans to expand sutiigsits the business of PKSIS and to create, thhomgombination of construction,
purchase and leasing of facilities and other asaatmternational, end-to-end, facilities-basethownications network. The Company is
designing its network based on IP technology ireotd leverage the efficiencies of this technolagprovide lower cost communications
services.

The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Riarexpected to be realized. These expenditugsthter with the associated early opere
expenses, will result in substantial negative dlsh and substantial net operating losses for them@any for the foreseeable future. The
Company estimates that its capital expendituremimmection with the Business Plan will be in exas$500 million in 1998 and
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will approximate $2 billion in 1999. The Compangtgrent liquidity, including the net proceeds o thitial Offering, should be sufficient to
fund the currently committed portions of the Buss®lan.

The Company currently estimates that the implentiemtaf the Business Plan, as currently contemg|aiéll require between $8 and $10
billion over the next 10 years. The Company's ghit implement the Business Plan and meet itseptefl growth is dependent upon its
ability to secure substantial additional financinghe future. The Company expects to meet itstamfail capital needs with the proceeds fr
sales or issuance of equity securities, creditifias and other borrowings, or additional debtwsdies. The Indenture permits the Company
and its subsidiaries to incur substantial amouftkebt. In addition, the Company may sell or digpobexisting businesses or investments to
fund portions of the Business Plan. The Company, mayart of its ordinary course of business,@dlkase capacity, its conduits or access to
its conduits. There can be no assurance that thgp&ay will be successful in producing sufficienstedlow, raising sufficient debt or equity
capital on terms that it will consider acceptableselling or leasing fiber optic capacity or acctsits conduits, or that proceeds of
dispositions of the Company's assets will refleetassets’ intrinsic value. Further, there candbassurance that expenses will not exceed the
Company's estimates or that the financing needédatilikewise be higher than estimated. Failweénerate sufficient funds may require
the Company to delay or abandon some of its fueMpansion or expenditures, which could have a nadi@ilverse effect on the
implementation of the Business Plan. There candb&ssurance that the Company will be able to olstaih financing if and when it is

needed or that, if available, such financing wildn terms acceptable to the Company. If the Comjsamnable to obtain additional financi
when needed, it may be required to scale backfgigntly its Business Plan and, depending upon fashfrom its existing business, reduce
the scope of its plans and operations.

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

In February 1998, the Company announced that itm@sng its corporate headquarters to Broomfielolo€ado, a northwest suburb of
Denver. The campus facility is expected to encomeasntually over 500,000 square feet of officecept a construction cost of over $70
million. The Company is leasing space in the Derarea while the campus is under construction. Teeghase of the complex is scheduled
for completion in the summer of 1999.

NEW ACCOUNTING PRONOUNCEMENTS

On March 4, 1998, the Accounting Standards Exeeu@iummittee issued Statement of Position 98-1 ("S®R") Accounting for the Costs
of Computer Software Developed or Obtained forrimeUse. SOP 98-1 provides guidance regardinghvenetosts of computer software
developed or obtained for internal use should Ipitalized or expensed and is effective for finahstatements for fiscal years beginning a
December 15, 1998. The Company has elected eagications of SOP 98-1 and has therefore addtstgnovisions as of January 1, 1998.
Costs incurred prior to the application of SOP 98¢hether capitalized or not, are not adjusted Lgutoption.

On April 3, 1998, the Accounting Standards ExeautBommittee issued Statement of Position 98-5, P'98-5") Reporting on the Costs of
Start-Up Activities, which provides guidance on fimancial reporting of start-up costs and orgati@acosts. It requires costs of start-up
activities and organization costs to be expenseadcasred. SOP 98-5 is effective for financial staents for fiscal years beginning after
December 15, 1998. The Company is required toaette initial application of SOP 98-5 as the cuative effect of a change in accounting
principle, as described in Accounting PrinciplesaBbOpinion No. 20, Accounting Changes. As a resfulhe cumulative effect of a change
in accounting treatment, the Company expects tordeg charge to earnings in the first quarter &lfbr any unamortized start-up or
organization costs as of the beginning of 1999. Company is currently investigating the amounthaittcharge.
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INDUSTRY OVERVIEW
HISTORY AND INDUSTRY DEVELOPMENT

Telecommunications Industry. Prior to its courtenetl breakup in 1984 (the "Divestiture"), AT&T latg monopolized the
telecommunications services in the United States ¢lvough technological developments had beguratcerit economically possible for
companies (primarily entrepreneurial enterprisegampete for segments of the communications bsisine

The present structure of the U.S. telecommunicatioarket is largely the result of the Divestituks.part of the Divestiture, seven local
exchange holding companies were created to offgicgs in geographically defined areas called LATAlse RBOCs were separated from
the long distance provider, AT&T, resulting in ttreation of two distinct market segments: localhextge and long distance. The Divestiture
provided for direct, open competition in the lorigtance segment.

The Divestiture did not provide for competitiontire local exchange market. However, several fag@nged to promote competition in the
local exchange market, including: (i) customer ge&ir an alternative to the RBOCS, also referoeds the ILECS; (ii) technological advan
in the transmission of data and video requiringagecapacity and reliability than ILEC networksrevable to accommodate; (iii) a monop
position and rate of return-based pricing structnéch provided little incentive for the ILECs tpgrade their networks; and (iv) the
significant fees, called "access charges," lontadie carriers were required to pay to the ILECactess the ILECs' networks.

The first competitors in the local exchange mar#esignated as CAPs by the FCC, were establishi imid1980s. Most of the early CA
were entrepreneurial enterprises that operatedeldhrietworks in the central business districts afamcities in the United States where the
highest concentration of voice and data traffifoisnd. Since most states prohibited competitioridoal switched services, early CAP
services primarily consisted of providing dedicat@aswitched connections to long distance caraaslarge businesses. These connections
allowed high-volume users to avoid the relativalyhhprices charged by ILECs for dedicated, unsweitcbonnections or for switched access.

As CAPs proliferated during the latter part of 880s, certain federal and state regulators isauedys which favored competition and
promised to open local markets to new entrantss@elings allowed CAPs to offer a number of newises, including, in certain states, a
broad range of local exchange services, includiegllswitched services. Companies providing a coatlin of CAP and switched local
services are sometimes referred to as CLECs. Thisgmpetitive trend continued with the passagtefTelecom Act, which provided a
legal framework for introducing competition to lbé@lecommunications services throughout the Un@tates.

Over the last three years, several significantsiations have been announced representing cortsmtiad the U.S. telecom industry. Among
the ILECs, Bell Atlantic Corporation and NYNEX Camation merged in August 1997, Pacific Telesis @rand SBC Communications Inc.
merged in April 1997 and SBC Communications Ind Ameritech Corporation announced in May 1998 are@gent to merge. Major long
distance providers have sought to enhance theltigusin local markets, through transactions sasAT&T's acquisition of Teleport
Communications Group and WorldCom's mergers wittSNiRd Brooks Fiber Properties, and to otherwisgdngtheir competitive
positions, through transactions such as WorldCphaisned merger with MCI.

Many international markets resemble that of thetéthBtates prior to the Divestiture. In many caiestrtraditional telecommunications
services have been provided through a monopolyigeoyrequently controlled by the national goveemnty such as a Post, Telegraph and
Telephone Company ("PTT"). In recent years, theeleen a trend toward liberalization of many ekthmarkets, particularly in Europe.
Led by the introduction of competition in the Unit€ingdom, the European Union mandated open cotigretis of January 1998. Similar
trends are emerging, albeit more slowly, in Asia.
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Internet Industry. The Internet is a global coliectof interconnected computer networks that alloassimercial organizations, educational
institutions, government agencies and individualsdmmunicate electronically, access and sharenr#tion and conduct business. The
Internet originated with the ARPAnNet, a restrictedwork that was created in 1969 by the UnitedeStBtepartment of Defense Advanced
Research Projects Agency (DARPA) to provide effitiend reliable long distance data communicationsrey the disparate computer
systems used by government-funded researcherscadéraic organizations. The networks that comphedriternet are connected in a
variety of ways, including by the public switchedephone network and by high speed, dedicatedddases. Communications on the Inter
are enabled by IP, an inter-networking standartighables communication across the Internet regssdif the hardware and software used.

Over time, as businesses have begun to utilizeigitetransfer and, more recently, intranet axranet services, commercial usage has
become a major component of Internet traffic. I84,%he U.S. government effectively ceased direfethding any part of the Internet
backbone. In the mid-1990s, contemporaneous wilintrease in commercial usage of the Interne¢vatgpe of provider called an ISP
became more prevalent. ISPs offer access, e- augilpmized consent and other specialized servitgéprducts aimed at allowing both
commercial and residential customers to obtainrimédion from, transmit information to, and utilimesources available on the Internet.

ISPs generally operate networks composed of detidates leased from Internet backbone providersggu®-based switching and routing
equipment and server-based applications and dasb@sstomers are connected to the ISP's POP ilitida®mbtained by the customer or the
ISP from either ILECs or CLECs through a dedicateckess line or the placement of a circuit-switcloedl! telephone call to the ISP.

IP Communications Technology. There are two widedgd switching technologies in currently deployechmunications networks: circuit-
switching systems and packet-switching system&u@iswitch based communications systems establdbdicated channel for each
communication (such as a telephone call for voickx), maintain the channel for the duration af trall, and disconnect the channel at the
conclusion of the call. Packet-switch based comuatitins systems format the information to be tratieth such as e-mail, voice, fax and
data into a series of shorter digital messagesadpiackets.” Each packet consists of a porticth@tomplete message plus the addressing
information to identify the destination and retaucidress.

Packet-switch based systems offer several advastage circuit-switch based systems, particuldrgy ability to commingle packets from
several communications sources together simultatgonto a single channel. For most communicatipasgiicularly those with bursts of
information followed by periods of "silence," thiility to commingle packets provides for superietwork utilization and efficiency,

resulting in more information being transmittedotigh a given communication channel. There are, kieweertain disadvantages to packet-
switch based systems as currently implemented.dRaisicreasing demands for data, in part driveritgyInternet traffic volumes, are
straining capacity and contributing to latency &yl and interruptions in communications transroissi In addition, there are concerns about
the adequacy of the security and reliability oflmeswitch based systems as currently implemented.

Many initiatives are under way to develop techngltmaddress these disadvantages of packet-swatsbdosystems. The Company believes
that the IP standard, which is an "open networkitagndard" broadly adopted in the Internet and eisee®y should remain a primary focus of
these development efforts. The Company expectbahefits of these efforts to be improved commuiacatthroughout, reduced latency and
declining networking hardware costs.

TELECOMMUNICATIONS SERVICES MARKET

Overview of U.S. Market. The traditional U.S. marka telecommunications services can be dividéd ihree basic sectors: long distance
services, local exchange services and Internesagmvices. In 1997, it is estimated that locaherge services accounted for revenues of
$92.4 billion, long distance services generateémeres of $104.6 billion and Internet services reesrtotaled $6.3 billion. Revenues for both
local exchange
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and long distance services include amounts chdrgéoing distance carriers and subsequently paldE€s (or, where applicable, CLECS)
for long distance access.

Long Distance Services. A long distance telephatlecan be envisioned as consisting of three setgn&tarting with the originating
customer, the call travels along a local excharggeork to a long distance carrier's POP. At the P& call is combined with other calls &
sent along a long distance network to a POP ofotigedistance carrier's network near where thewidllterminate. The call is then sent from
this POP along a local network to the terminatingtomer. Long distance carriers provide only theneation between the two local
networks, and pay access charges to LECs for atigign and terminating calls.

The following diagram is a simplified illustratiaf a typical long distance call:
[Diagram]

Local Exchange Services. A local call is one thegdnot require the services of a long distancgecan general, the local exchange carrier
connects end user customers within a LATA and piswides the local portion of most long distancksca

The following diagram is a simplified illustratiaf a typical local call:
[Diagram]

Internet Service. Internet services are generatlyiged in at least two distinct segments. A lawatlwork connection is required from the ISP
customer to the ISP's local facilities. For larggmmunication-intensive users and for content plend, these connections are typically
unswitched, dedicated connections provided by

47



ILECs or CLECs, either as independent service piergi or, in some cases, by a company which isd@bEC and an ISP. For residential
and small/medium business users, these conneetiergenerally PSTN connections obtained on a gialacess basis as a local exchange
telephone call. Once a local connection is madbadSP's local facilities, information can be smnitted and obtained over a packeatitched
IP data network, which may consist of segmentsigesl/by many interconnected networks operated tynaber of ISPs. This collection of
interconnected networks makes up the Internet.yAf&ature of Internet architecture and packet-aviiitg is that a single dedicated channel
between communication points is never establisiwbi;h distinguishes Internet-based services froenRBTN.

The following diagram is a simplified illustratiaf a typical Internet access service:
[Diagram]

Overview of International Market. The traditionaarket for telecommunications services outside efinited States can also be divided into
three basic sectors: long distance services, badiange services and Internet access servic@99 it is estimated that local exchange
services accounted for revenues of $116.6 billiemg distance services generated revenues of $b8Bon and Internet services revenues
totaled $4.8 billion.
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BUSINESS

Level 3 engages in the information services, comoations and coal mining businesses through owipedftoperating subsidiaries and
substantial equity positions in public companiedate 1997, the Company announced the Businesst®lacrease substantially its
information services business and to expand thgerahservices it offers by building an advancatkgrinational facilities-based
communications network based on IP technology.

HISTORY

The Company was incorporated as Peter Kiewit Soms'jn Delaware in 1941 to continue a constructiosiness founded in Omaha,
Nebraska in 1884. In subsequent years, the Comipaagted a portion of the cash flow generated gdnstruction activities in a variety
other businesses. The Company entered the coahgninisiness in 1943, the telecommunications busifemsisting of MFS and, more
recently, an investment in C-TEC and its succesR@N Corporation, Commonwealth Telephone Enterpribe. and Cable Michigan) in
1988, the information services business in 1990thadlternative energy business, through CalEnéngl991. Level 3 also has made
investments in several development-stage ventures.

In the last three years, the Company has distribtatéts stockholders a portion of its telecommatimns business, split off its construction
business and sold its investments in the altereamnergy sector. In 1995, the Company distributetti¢ holders of Class D Stock all of its
shares of MFS. In the seven years from 1988 to ,1®@5Company invested approximately $500 millioMiFS; at the time of the distributi
to stockholders in 1995, the Company's holdingd s had a market value of approximately $1.75dailliin December 1996, MFS was
purchased by WorldCom in a transaction valued at3hillion.

In December 1997, the Company's stockholdersedltifie decision of the Board to effect the Split-<€&fparating the Construction Group. As
a result of the Split-Off, which was completed oargh 31, 1998, the Company no longer owns anyasten the Construction Group. In
conjunction with the Split- Off, the Company chadggs name to "Level 3 Communications, Inc.,” arel\NPKS, the company formed in the
Split-Off to hold the Construction Group's businedsgmnged its name to "Peter Kiewit Sons', Inc."

In January 1998, the Company completed the salaliBnergy of its energy investments, consistingprily of a 24% equity interest in
CalEnergy. The Company received proceeds of apmely $1.16 billion from this sale, and as a resypects to recognize an aftex gair
of approximately $324 million in 1998.

BUSINESS PLAN

Since late 1997, the Company has substantiallgaszd the emphasis it places on and the resowreeted to its communications and
information services business. The Company intémdi@come a facilities-based provider (that istavider that owns or leases a substantial
portion of the plant, property and equipment nemgst provide its services) of a broad range tdgrated communications services. To
reach this goal, the Company plans to expand sutiits the business of PKSIS and to create, thhomgombination of construction,
purchase and leasing of facilities and other asaatmternational, end-to-end, facilities-basethownications network. The Company is
designing the Level 3 Network based on IP technologrder to leverage the efficiencies of thishtealogy to provide lower cost
communications services.

Market and Technology Opportunity. The Companydwas that, as technology advances, a comprehemnasige of both consumer and
business communications and information servicdsbeiprovided over networks utilizing IP technojod@hese services will include
traditional voice services and fax transmissionyall as other data services such as Internet a@@bvirtual private networks. The
Company believes this shift has begun, and ovex should accelerate, for the following reasons:

. Efficiency. As a packet-switched technology, ¢éehinology generally uses network capacity moreiefiily than the traditional circuit-
switched PSTN. Therefore, certain services canrbveiged for

49



lower cost over a network using IP technology,ipatarly those services which are not timing seéwsjtsuch as e-mail and file transfer.

. Flexibility. IP technology is based on an opeotpcol (a non- proprietary, published standard)oltdllows for market driven development
of new uses and applications for IP networks. Imtist, the PSTN is based on proprietary protoedtich are governed and maintained by
international standards bodies that are generaliyrolled by government-affiliated entities.

. Improving Technologies. The Company believes tRat open protocol will likely lead to technologi@dvances that will address the
problems currently associated with IP-based apjpics, including the difficulty achieving seamlasterconnection with the PSTN, latency
(delay through the network which can negativelgeifftiming sensitive communications such as voiaefax) and concerns about adequate
security and reliability.

. Standardized Interface. Web browsers (developethé Internet and usable with many IP networks) provide a standardized interface to
data and applications on an IP network and thusenitadasier for end users to access and use tbsserces.

Level 3's Strategy. The Company seeks to capitalizéhe benefits of IP technology by pursuing thesiBess Plan. Key elements of the
Company's strategy include:

. Deploy an Advanced Network Infrastructure. Tharpany is creating the Level 3 Network, an advantgdynational, facilities-based
communications network based on IP technology utifinca combination of construction, purchase anskled network assets. Level 3 is
designing its network to provide high quality commuations services at lower cost and to incorpanadee readily future technological
improvements relative to older, less adaptable otsv

. Provide Seamless Interconnection to the PSTN.Adrapany is developing technology to allow seamiletgsconnection of the Level 3
Network with the PSTN. A seamless interconnectidhallow customers to use the Company'-based services, including voice and fax,
without modifying existing telephone and fax equégrhor existing dialing procedures (that is, withtiie need to dial access codes or follow
other similar special procedures).

. Offer a Comprehensive Range of Services. As tmriess Plan is implemented, the Company intengsotdde a comprehensive range of
communications services over the Level 3 Netwaorkluding private line, collocation, Web hostingtedmet access, virtual private network
and voice and fax transmission services.

. Accelerate Market Rolbut. In order to begin the implementation of thesiBass Plan as rapidly as possible and enabledimpéhy to begi
offering services in late 1998, the Company hasddapproximately 8,300 miles of capacity overw fieer optic network under
construction in North America. This leased linewmk will be displaced over time by an intercitytwerk owned by the Company.

. Expand Target Market Opportunities. The Compaillyuse a direct sales force to address large legsies. In addition, the Company will
use alternative distribution channels to gain astes substantially larger base of potential austs than the Company could otherwise
initially address through its direct sales forchraugh the combination of a direct sales force @tefnative distribution channels, the
Company believes that it will be able to increas@arapidly revenue- producing traffic on its netio

. Develop Advanced Business Support Systems. Thep@ny has begun to develop a substantial, scabaisieess support system
infrastructure specifically designed to enable@uenpany to offer services efficiently to its tamegtustomers.

. Leverage Existing Information Services CapakiitiThe Company intends to expand its existinglififias in computer network systems
integration, consulting, outsourcing and softwaengineering,
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with particular emphasis on the conversion of lggsaftware systems to systems that are compatiibkel® networks and Web browser
access.

. Attract and Motivate High Quality Employees. Thempany has developed programs designed to adindatetain sufficient numbers of
employees with the technical skills necessary jgiément the Business Plan. The programs includ€tmpany's Shareworks program and
its Outperform Stock Option program.

Competitive Advantages. The Company believes thas the following competitive advantages that agkist it in implementing the
Business Plan:

. Experienced Management Team. Level 3 has assdrabteanagement team that it believes is well sudéchplement the Business Plan.
Most of Level 3's senior management were involvelbading the development and marketing of prodoffesed by other
telecommunications companies, the design, congiruand management of intercity and metropolitamvoeks as well as the deployment of
international networks.

. Opportunity to Create a New Network InfrastruetUsince the Level 3 Network will be newly designiag Company will be able to design
and deploy a communications network that takesradge of recent innovations, contains many feativasare not present in older
communications networks and provides flexibilityitgorporate future developments and innovations.example, Level 3 is designing and
will construct its intercity fiber optic network g multiple conduits. The Company believes that thill allow it to deploy future
technological innovations in fiber optic cable angband capacity. In addition, the Company is maziingi the use of open, non-proprietary
interfaces in the design of its network softward hardware. This approach is intended to allow leeost improvements to these network
assets.

. Integrated End-to-End Network Platform. LevelSimtegy is to deploy network infrastructure injonanetropolitan areas and to link these
networks with significant intercity networks in NbrAmerica and Europe. The integration of the I@sa intercity networks will enable the
Company to expand the scope and reach of its "8henstomer coverage, as well as facilitate théauni deployment of technological
innovations as the Company manages its future dpgpaths.

. Development of Advanced Business Support Systétmes.Company has begun to develop a substantahlde business support system
infrastructure specifically designed to enable@enpany to offer services efficiently to its tamggtustomers. The Company believes that it
has the opportunity to develop a competitive acagatrelative to traditional telecommunications camps which often operate extensive
legacy business support systems with compartmeathtrchitectures that limit their ability to scedpidly and introduce enhanced services
and features.

. Systems Integration Capabilities. The Companyerily offers computer outsourcing and systemggiation services. The Company
believes that its ability to offer these servigeaiticularly services relating to allowing a custote legacy systems to be accessed with Web
browsers, will provide additional opportunities &&lling the products and services to be offeretbuthe Business Plan.

THE LEVEL 3 NETWORK

An important element of the Business Plan is theeigment of the Level 3 Network, an internatioreaid-to-end network optimized for IP
technology. The Company will initially offer its momunications services using local and intercitylitées that are leased from third parties to
enable the Company to offer services during thesttantion of its own facilities. Over time, the fion of the Company's network that is
owned by the Company will increase and the portibtihe facilities leased will decrease. Over thettieur to six years, the Company's
network is expected to encompass (i) backboneitfasiin approximately 40 North American marketg,l¢ased backbone facilities in
approximately 10 additional North American markéig, an intercity network covering approximatel$,000 miles in North America, (iv)
backbone facilities in approximately 13
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European and 4 Asian markets and (v) an inter@twark covering approximately 2,000 miles acroseofa. For a discussion of the risks
associated with the deployment of the Level 3 Nekwsee "Risk Factors-- Difficulties in ConstrudirOperating and Upgrading the Level 3
Network."

Intercity Network. The Company's approximately D& 0nile fiber optic intercity network in North Aniea (the "North American Intercity
Network™) will consist of the following

. ROW from a number of third parties including mailds, highway commissions and utilities. The Camypatends to procure these rights
from sources which maximize the security and qualftthe Company's installed network. On April 298, the Company announced that it
had reached a definitive agreement with Union Ragifanting Level 3 the use of approximately 7,8@ites of ROW along Union Pacific's
rail routes for the construction of the North Anoan Intercity Network. The Company expects thatdhen Pacific agreement will satisfy
substantially all of its anticipated ROW requirertgewest of the Mississippi River and approximatd@o of the ROW requirements for the
North American Intercity Networl

. Multiple conduits connecting approximately 50 ¥oAmerican cities. The Company believes that trelability of spare conduit will allow
it to deploy future technological innovations axgh&nd capacity in a more rapid and cost-effectie@mmner.

. Initial installation of optical fiber strands dgised to accommodate dense wave division multiplpxiansmission technology. This fiber
allows deployment of equipment which transmits algron 32 or more individual wavelengths of light ptrand, thereby significantly
increasing the capacity of the Company's netwdgkixe to older networks which generally use ogtfdzer strands that transmit fewer
wavelengths of light per strand.

. High speed SONET transmission equipment emplogaifyhealing protection switching and designedhigh quality and reliable
transmission.

. A design that maximizes the use of open, non4jtgy hardware and software interfaces to allesglcostly upgrades as hardware and
software technology improves.

The Company intends to provide initial service cadeased line network which is currently beingldged. On March 23, 1998, the
Company and Frontier entered into the Frontier Agrent, enabling the Company to lease capacity ontier's new 13,000 mile SONET
fiber optic, IP-capable network, for a period oftofdive years. The leased network will initiallp@mpass approximately 8,300 miles of OC-
12 network capacity, initially connecting 15 of tlaeger cities across the United States. While iregguan aggregate minimum payment of
$165 million over its five-year term, the Frontisgreement does not impose monthly minimum consuwng&quirements on the Company,
allowing the Company to order, alter or termindteuits as it deems appropriate.

This leased line network will be displaced overdiby an intercity network owned by the Company.|Bgpent of the North American
Intercity Network will be accomplished through sitameous construction efforts in multiple locatipnéth different portions being
completed at different times. The North Americatetnity Network is expected to be completed byehd of 2001.

52



The following diagram depicts the currently planidatth American Intercity Network when fully constted:
[Diagram]

The Company also intends to deploy an approxim&@&9Q0 mile fiber optic intercity network in Européth characteristics similar to those
of the North American Intercity Network. As is thase with the North American Intercity Network, thempany will provide initial service
in Europe over a leased line network that will isptaced over time by the intercity network owngdlhee Company. In Asia, the Company
intends to provide service over a leased line ne&kwo

Local Market Infrastructure. The Company's locailfes will include fiber optic networks, in a ST ring configuration, connecting Le\v
3's intercity network gateway sites to ILEC centffiices, long distance carrier POPs, buildingsdilogi communication-intensive end users
and Internet peering and transit facilities.

The Company is establishing 30,000 to 80,000 sqieategateway sites in 15 of the larger U.S. cjtieith smaller facilities in 35 other cities.
These facilities are being designed to house thmpgaay's transmission and IP routing/switching fe# and to accommodate collocation of
equipment by high-volume Level 3 customers, sucle®s, in an environmentally controlled, secure wiith direct access to the Level 3
Network. The Company has entered into leases femggy sites in New York City, Washington, D.C., IBHelphia, Atlanta, Dallas, Houstc
Chicago, Detroit, Denver, Seattle, San Franciseo, ¥se, Los Angeles and San Diego, and the Compamgotiating a lease for such a
facility in Boston. By the end of 1998, the Compaxypects to offer a limited set of services (sdexiaess and private line, collocation, Web
hosting and Internet access) at its gateway sitéseise cities.

Initial construction of the network in the largé& cities is expected to be completed in the &irgt second quarter of 1999, with phased
completion of the U.S. local infrastructure occogrby 2001.

As of March 31, 1998, the Company had submittediegipns for collocation in 56 ILEC central offisén 15 cities; the Company is
currently engaging in construction in 52 of theentral offices. The Company has initiated intereamion negotiations with each of the
RBOCs.
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The Company is currently in negotiations for maktases with CLECs and ILECs to obtain leased dppfom those providers so that the
Company can provide its clients with local transite capabilities before its own local networks eseplete and in locations not directly
accessed by the Company's owned facilities.

IP Network and Interconnection. The Company isglgag the Level 3 Network to be optimized for IPsbd communications, rather than
circuit-switch based communications such as that utilizeth® PSTN. The network is being designed to pmtice Company with the abili
to adapt its facilities, hardware and softwareutoife technology developments in packet-switch dh@senmunications systems.

There are many IP networks currently in operatibhile generally adequate for data transmission sigbése networks usually are not
configured to provide the voice quality, real-ticemmunications requirements of a traditional teteyghcall. With current technology, this
quality can only be achieved by providing a subtshoushion of communications capacity. Existiraice-over IP services generally require
a combination of substantial capacity and eithstamized end-user equipment or the dialing of "ss@®des" or the following of other
special procedures to initiate a call. There ase abncerns about the reliability and securityxa$ting IP-voice networks.

The Company is developing technology to enable itansmit traffic seamlessly between its own robiesed IP network and the circuit-
based PSTN. This technology is expected to prowWidd_evel 3 Network with the same ubiquity of tH&TN. Specifically, the Company's
technology is expected to provide Level 3 withtifig ability to originate PSTN telephone trafficrfran ILEC's switch (when the origination
point is not on the Level 3 Network),

(i) route the traffic over the Level 3 Network aiii) deliver the traffic either (a) directly tas destination (if the destination is on the Le¥el
Network) or (b) to an interconnection point whehre traffic is transferred back to the PSTN (thetirmuof traffic to this interconnection poi
will be determined based on a least-cost routiitgréa). When this capability is fully developedg\tel 3 expects to be able to obtain the
benefits of packet- switch based communicationsopmds on its network, while allowing its customésause their existing equipment,
telephone numbers and dialing procedures withoditiadal access for routing the call to the Levél@&work. Level 3 believes that by
building its own network with significant excesgeaity and the latest technological advances iworkt design and equipment and having
the ability to route calls over the PSTN in theravef service disruptions, the other significasiiss associated with IP-voice transmission
(latency, reliability and security) should be Satisorily addressed.

On April 23, 1998, the Company acquired XCOM, a/aiely held company located in Cambridge, MassattaisXCOM has developed
technology which the Company believes will provigetain key components necessary for the Compadgyelop an interface between its
IP-based network and the PSTN. In 1997, XCOM hadmaes of approximately $3 million. See "Capitdl@a’ and "Risk Factors--Need to
Develop Voice Technology for IP Networks."

COMMUNICATION AND INFORMATION SERVICES

In connection with the Business Plan, the Comparsubstantially increasing the emphasis it placesnal the resources devoted to its
communications and information services businebs. Gompany intends to build on the strengths ahfte'mation services business and the
benefits of the Level 3 Network to offer a broadga of other services to business and other end.use

Level 3 currently offers, through its subsidiary $1&, computer operations outsourcing and systetagriation services to customers located
throughout the United States as well as abroad.cohgputer outsourcing services offered by the Campraclude networking and computing
services necessary for older mainframe-based sgsa@ch newer client/server-based systems. The Companides its outsourcing services
to clients that want to focus their resources am ¢msinesses, rather than expend capital and avarhead costs to operate their own
computing environments. Level 3 believes that @hte to utilize its expertise and experience, el & operating efficiencies, to provide its
outsourcing customers with levels of service edqual
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or better than those achievable by the customemshlves, while at the same time reducing the mests} cost for such services. This service
is particularly useful for those customers movirg older computing platforms to more modern cliegrver networks.

The Company's systems integration services helpicess define, develop and implement cefféctive information services. In addition, 1
Company offers reengineering services that allomganies to convert older legacy software systenmsadern networked computing
systems, with a focus on reengineering softwaentble older software application and data reposgdo be accessed by Web browsers
the Internet or over private or limited access #®wvworks. Through its Suite 2000SM line of servidbe, Company provides customers with a
multi-phased service for converting programs arplieations so that date-related information is aately processed and stored before and
after the year 2000. The Company also providesomests with a combination of workbench tools andhoéblogies that provide a complete
strategy for converting mainframe-based applicasigstems to client/server architecture, while atsame time ensuring Year 2000
compliance. See "Risk Factors--Year 2000 Issues."

As the Business Plan is implemented, the Compaeynds to offer a comprehensive range of commuicatservices, including the
following:

. Special Access and Private Line. Special acasdpgvate line services are established as a pemahysical connection between
locations for the exclusive use of the customee Tohmpany intends to offer the following types jpécial access and private line services:

. Carrier-to€Carrier Special Access. This type of link conneasiers (long distance providers, wireless prorgdd ECs and CLECS) to oth
carriers.

. End-user to Long Distance Provider Special Accghis type of link connects an end-user, suchlasge business, with the local POP of its
chosen long distance provider.

. Private Line. This type of link is a dedicatetkliconnecting two end-user locations for voice daud applications, including ISPs.

The Company expects that its local special acaadpavate line services will be initially availabat transmission speeds from 64 kbps to 45
Mbps and its long distance services will be offeaedpeeds from 64 kbps to 45 Mbps. The Compamyds initially to market its special
access and private line services to medium to leoggorate customers, resellers and ISPs.

. Collocation. The Company intends to offer itstousers and other service providers the abilityotate their communications and
networking equipment at Level 3's gateway sites $afe and secure technical operating environriiéetdemand for these collocation
services has increased as companies expand ingoagddc areas in which they do not have appropspéee or technical personnel to
support their equipment and operations. At itsamation sites, the Company will provide customeith W\C/DC power, optional UPS power,
emergency back-up generator power, HVAC, fire priid@ and security. Level 3 will also provide higheed, reliable connectivity to the
Level 3 Network and other networks, including blattal and wide area networks, the PSTN and Intefifiegse sites will be monitored and
maintained 24 hours a day.

. Internet Access. The Company plans to offer heeaccess to business customers, other carrigrkS&s. These services will include high-
capacity Internet connections ranging from 33.6sktop45 Mbps. The Company is seeking full peerimgregements with several existing
Internet providers that, when in place, will allbevel 3 to provide superior Internet throughpuitsocustomers relative to other providers
which must exchange Internet traffic at the inciregly congested MAEs and NAPs.

. Web Hosting. The Company plans to offer threegaties of Web hosting services. First, the Compatgnds to offer small to large
businesses the opportunity to collocate Web-sarommputers, owned by such businesses at the Consdargeér gateway sites enabling them
to take advantage of the marketing, customer serinternal company information (“intranets") artdey benefits offered by such Web
presence. By collocating its Web-server at a Compacility, a customer will have the ability to dep
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a high-quality, high-reliability Internet presene@hout investing capital in data center space tiplel high-speed connections or other capital
intensive infrastructure. Although the customei @ responsible for maintaining the content andigpmance of its server, the Company's
technicians will be available to monitor basic gr@peration. Second, the Company plans to offstocoers use of Level 3 Web-server
computers, services, support staff, and the recuridfastructure consisting of multiple routersiaonnections to Internet backbones. Third,
the Company plans to offer IP Services such asleneais feeds and Domain Name Services (DNS).

. Virtual Private Network ("VPN"). Many companieave private data communication networks, whichodiren referred to as wide area
networks ("WANSs") and built on expensive lease@dinto transfer proprietary data between offications. Additionally, many companies
require that their employees have remote accetbese private networks from home or while travelifige Level 3 Network will offer
companies a cost-effective replacement alternadiwANs through VPNs, which are meant to provideuse transmission of private IP
traffic using shared network capacity. VPN prodwses also the basis for offering intranet and edtaervice. Intranets are
corporate/organizational networks that rely onrimét-based technologies to provide secure linksdxen corporate offices. Extranets can
expand these networks to selected business pathmetgih secured links on the shared network cépdocreasingly, companies are finding
that intranets and extranets can enhance corporadeictivity more easily and less expensively theoprietary systems. After sufficient
deployment of the Level 3 Network has been achigtrelCompany intends to offer VPN services, emghtihe Company's customers to
connect multiple locations with IP-based technolaggefined levels of quality, reliability and seity

. Voice. The Company seeks to offer voice servizeduding both real-time voice and fax transmissservices, which are accessed using
existing telephone and fax equipment and existining) procedures. The Company expects that theséces will be offered at a quality

level equal to that of the PSTN. For a discussioih® Company's efforts to develop the technolaggrbvide these voice services, see "--The
Level 3 Network--IP Network and Interconnection.”

The Company currently expects to offer special s&ead private line, collocation, Web hosting amdrhet access at the largest 15 U.S.
cities by the end of 1998.

DISTRIBUTION STRATEGY

The Company's distribution strategy is to utilizdirect sales force as well as alternative distidsuchannels. Through the combination of a
direct sales force and alternative distributionroteds, the Company believes that it will be ablentwre rapidly access markets and increase
revenue-producing traffic on its network. To impkmhits distribution strategy, the Company is dep#lg an in-house direct sales force and
has identified a variety of possible alternativetiibution channels.

The Company intends to utilize its direct saleséaio market its products and services directhatge communications-intensive businesses.
In addition, the direct sales force will targetioal and international accounts. These communmioatintensive customers would typically be
connected directly to the Level 3 Network usingwitched, dedicated facilities.

As part of its distribution strategy, the Compamg identified several potential alternative disttibn channels. These include agents,
resellers and wholesalers.

. Agents are independent organizations that waelld_svel 3's products and services under the L8Jaiand name to end-users in exchange
for revenue based commissions. The Company intenidentify agents that generally would be focusadspecific market segments (such as
small and medium sized businesses) and have exsiistomer bases. Sales through this alternatstghiition channel would require Leve

to provide the same type of services that woulg@rogided in the case of sales through its own tlisates force such as order fulfillment,
billing and collections, customer care and direat¢s management.
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. Resellers are independent companies that woulthpse Level 3's products and services and th@ackage" these services for sale to their
customers under their own brand name. The Compelmyves that resellers would require access taicedf the Company's business
operating systems in connection with the sale @@bmpany's services to the resellers' customalss $hrough this distribution channel
generally would not require Level 3 to provide arfidfillment, billing and collection and customeare.

. Wholesalers are independent companies that waulthase from the Company unbundled network andcgecapabilities in large
guantities in order to market their own productd aervices under a brand name other than Leveh@® Company believes that wholesalers
would have minimal dependence on the Company'sibssisupport systems in connection with the sademices to their customers.

The Company anticipates that participants in israhtive distribution channels will sell serviaigectly to medium and small businesses and
consumers. The Company expects these medium ardgrsiaesses and consumers to access the Levetv@okk by using local switched
services that are provided by CLECs or ILECs outiljzing newly emerging alternatives including icars Digital Subscriber Line (DSL)
modem technologies, cable modems and wireless sitegisnologies.

BUSINESS SUPPORT SYSTEM

In order to pursue its direct sales and alternatig&ibution strategies, the Company is develogirsgt of integrated software applications
designed to automate the Company's operationaépses. Through the development of a robust, sdalB&s, the Company believes that it
has the opportunity to develop a competitive acagatrelative to traditional telecommunications canips. Whereas traditional
telecommunications companies operate extensiveyegasiness support systems with compartmentabiretitectures that limit their ability
to scale rapidly and introduce enhanced servicddeatures, the Company is developing a BSS withrehitecture designed to maximize
both reliability and scaleability. The Company leasered into an agreement with a third party tovigi® systems integration services in
connection with the development of the Company'S BSee "Risk Factors-- Development of EffectivecBsses and Systems."

Key design requirements for the BSS developmergrara are:
. integrated modular applications to allow the Camypto upgrade specific applications as new pradact available;

. a scaleable architecture that will allow cerfainctions that would otherwise have to be perforimgd evel 3 employees to be performed by
the Company's alternative distribution channelipigdnts;

. phased completion of software releases designatiaw the Company to test functionality on anrémental basis;

. ""Web enabled" applications so that on-line asdesall order entry, network operations, billiagd customer care functions is available to
all authorized users, including Level 3's custonaerd resellers;

. use of a three-tiered, client/server architecthat is designed to separate data and applicatmsis expected to enable continued
improvement of software functionality at minimumstoand

. maximum use of pre-developed or "shrink wrappsaiilications, which will interface to the selectaderprise resource planning (ERP)
suite.

The Company expects that the first release of t8,Burrently scheduled for the end of 1998, valitain functionality necessary to support
the set of services to be offered at that time."S@mmunication and Information Services." Sulssg releases are scheduled to support
the planned rollout of the complete set of the Canys services.
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INTERCONNECTION AND PEERING

As a result of the Telecom Act, properly certifdicompanies may, as a matter of law, interconmitkatILECs on terms designed to help
ensure economic, technical and administrative éguaétween the interconnected parties. The TeleBotprovides, among other things, t
ILECs must offer competitors the services and itéesl necessary to offer local switched servicee ‘S-Regulation.”

The Company is currently negotiating agreementshferinterconnection of the Level 3 Network witle thetworks of the ILEC covering each
market in which the Company is constructing itsnogk. The Company may be required to negotiate oierenegotiate existing
interconnection agreements as Level 3 enters naketsan the future.

Peering agreements between the Company and ISHsewikcessary in order for the Company to exchanadigc with those ISPs without
having to pay transit costs. The basis on whicHahge national ISPs make peering available or semettiement charges is evolving as the
provision of Internet access and related serviessetxpanded. Recently, companies that have préyiofisred peering have cut back or
eliminated peering relationships and are estalolgshew, more restrictive criteria for peering. Rerimore, if increasing requirements
associated with maintaining peering with the magtional ISPs develop, the Company may have to towigh those additional
requirements in order to maintain any peering i@hahips it negotiates. See "Risk Factors--Lacktdrconnection and Peering
Arrangements."

EMPLOYEE RECRUITING AND RETENTION

The Company believes that its ability to implemtingt Business Plan will depend in large part omliifity to attract and retain qualified
employees. The Company expects to hire anotheei(floyees by the end of 1998, and to have ove0=6@tployees once the North
American Intercity Network has been fully deploy&dorder to attract and retain highly qualifiedmayees, the Company believes that it is
important to provide (i) a work environment thateuarages each individual to perform to his or haeptial, (ii) a work environment that
facilitates cooperation towards shared goals and(compensation program designed to attrackihés of individuals the Company seeks
and to align employees' interests with the Comgaiyie Company believes the Business Plan andritsuenced relocation to new facilities,
currently being constructed in the Denver metrdpolarea, help provide such a work environmenth\Wispect to compensation programs,
while the Company believes financial rewards alareenot sufficient to attract and retain qualifeedployees, the Company believes a
properly designed compensation program is a negessmponent of employee recruitment and retentfiotthis regard the Company's
philosophy is to pay annual cash compensation wifithe Company's annual goals are met, is modgrgreater than such compensation
paid by competitors. The Company's non-cash bepefdgrams (including medical and health insuratifeeinsurance, disability insurance,
etc.) are designed to be comparable to those dffeyéts competitors. See "Risk Factors--Dependemciiring and Retaining Qualified
Personnel; Key Personnel.”

The Company believes that the qualified candididteseks place particular emphasis on equity-bmegiterm incentive ("LTI") programs.
The Company currently has two complementary progrdinthe equity-based "Shareworks" program, whietps ensure that all employees
have an ownership interest in the Company andraseugaged to invest risk capital in the Compangsks and (ii) an innovative Outperform
Stock Option ("OSO") program applicable to the Campgs middle and senior management. The Sharevpooksam currently enables
employees to contribute up to 7% of their compaasabward the purchase of restricted Common Stiiada employee remains employed
by the Company for three years from the date ofipase, the shares will vest and be matched by dhgp@&ny with a grant of an equal
number of shares of Common Stock. The Sharewodgram also provides that the Company's employekdeaveligible annually for grants
by the Company of restricted Common Stock of up%oof the employees' compensation, which shards/@st three years from the grant
date.

With respect to middle and senior management, tiragainy has adopted the OSO program, which differa LTI programs generally
adopted by the Company's competitors that makearapk eligible for
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conventional non-qualified stock options ("NQSO#hile widely adopted, the Company believes suctSR@@rograms reward eligible
employees when company stock price performangdasior to investments of similar risks, dilute fialstockholders in a manner not
directly proportional to performance and fail t@ypide a preferred return on stockholders' investgaital over the return to option holders.
The Company believes that the OSO program is supierian NQSO-based program with respect to thesses while, at the same time,
providing eligible employees a success-based rebaahcing the associated risk.

The OSO program was designed by the Company sdadhsibckholders receive a market return on tineiestment before OSO holders
receive any return on their options. The Comparigbes that the OSO program aligns directly managdis and stockholders' interests by
basing stock option value on the Company's alititgutperform the market in general, as measuratidptandard & Poor's ("S&P") 500
Index. Participants in the OSO program do not zeadiny value from options unless the Common Stoick putperforms the S&P 500 Index.
When the stock price gain is greater than the spmeding gain on the S&P 500 Index, the value veckfor options under the OSO plan is
based on a formula involving a multiplier relatechow much the Common Stock outperforms the S&P1868x. To the extent that the
Common Stock outperforms the S&P 500, the valu@®0Os to an option holder may exceed the value Q8

Subsequent to the Split-Off, the Company adoptedébognition provisions of Statement of Finan&iatounting Standards No. 123,
Accounting for Stock Based Compensation ("SFAS NMt3"). Under SFAS No. 123, the fair value of an Q@®computed in accordance
with accepted option valuation models) on the d&igrant is amortized over the vesting period ef @SO. The recognition provisions of
SFAS No. 123 are applied prospectively upon adap#is a result, they are applied to all stock awapénted in the year of adoption and are
not applied to awards granted in previous yearsasithose awards are modified or settled in cashadoption of the recognition provisions.
While the Company has not yet determined the &ffatt of adopting the recognition provisions ofA&-No. 123, it believes that adoption
will result in material non-cash charges to operatiin 1998 and thereafter. The amount of the rami-charge will be dependent upon a
number of factors, including the number of optignanted and the fair value estimated at the timgranft.

COMPETITION

The communications and information services inguisthighly competitive. Many of the Company's ¢ixig and potential competitors in the
communications and information services industiyehfnancial, personnel, marketing and other resemsignificantly greater than those of
the Company, as well as other competitive advastagguding existing customer bases. Increasedatiolagion and strategic alliances in the
industry resulting from the Telecom Act, the openaf the U.S. market to foreign carriers, techn@abadvances and further deregulation
could give rise to significant new competitorstie Company.

In the special access and private line servicegaehathe Company's primary competitors will be IX@$£Cs and CLECSs. In the market for
collocation services, the Company will compete WitECs and CLECs. Most of these competitors hasigaificant base of customers for
whom they are currently providing collocation sees. Due to the high costs to a customer of switchollocation sites, the Company may
have a competitive disadvantage relative to thesgpetitors. The market for Web hosting servicesxisemely competitive. In this market,
the Company will compete with ISPs and many otharduding IXCs, companies that provide only Welstig services and a number of
companies in the computer industry.

For virtual private network services and voice 8&, the Company will compete primarily with naiéb and regional network providers.
There are currently four principal facilities-badedg distance fiber optic networks (AT&T, MCI, Spirand WorldCom, although a proposed
merger between WorldCom and MCI is pending), as asshumerous ILEC and CLEC networks. The Comparaniare that others,
including Qwest, IXC and Williams, are building dilhal networks that, when constructed, could em@dvanced technology similar to
that of the Level 3 Network and will offer signifiotly more capacity than is currently availabléhe marketplace. The additional capacity
that is expected to become available in the nesdra¢ years may cause significant decreases iprthes for services. The ability of the
Company to compete effectively in this market
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will depend upon its ability to maintain high quglservices at prices equal to or below those awhhly its competitors. In the long distance
market, the Company's primary competitors will ird# AT&T, MCI, Sprint and WorldCom, all of whom teextensive experience in the
long distance market. In addition, the Telecom Wititallow the RBOCs and others to enter the loiggahce market. In local markets the
Company will compete with ILECs and CLECs, manywiom have extensive experience in the local makéile the Company believes
that IP technology will prove to be a viable teclogy for the transmission of voice services, tedbgg is not yet in place that will enable the
Company to provide voice services at an acceptabtd of quality. There can be no assurance tlaOthmpany can develop or acquire such
technology. See "Risk Factors--Need to Develop &diechnology on IP Networks."

The communications and information services inguistisubject to rapid and significant changes ahitwlogy. For instance, recent
technological advances permit substantial incremstansmission capacity of both new and exisfibgr, and the introduction of new
products or emergence of new technologies may eetheccost or increase the supply of certain sesvsimilar to those which the Company
plans on providing. Accordingly, in the future tBempany's most significant competitors may be netraats to the communications and
information services industry, which are not buetkby an installed base of outmoded equipment.

REGULATION
The Company's communications services businesde/iubject to varying degrees of federal, statsglland international regulation.
Federal Regulation

The FCC regulates interstate and internationatéslemunications services. The FCC imposes extemsgi@ations on common carriers such
as ILECs that have some degree of market powerFO@imposes less regulation on common carriettsownitmarket power, such as the
Company. The FCC permits these nondominant catagusovide domestic interstate services (includony distance and access services)
without prior authorization; but it requires carsdo receive an authorization to construct andatpeelecommunications facilities, and to
provide or resell telecommunications services, betwthe United States and international points.Jémpany has obtained FCC
authorization to provide international servicesadiacilities and resale basis. The Company wiltdspiired to file tariffs for its interstate and
international long distance services with the F@fhke commencing operations.

Under the Telecom Act, any entity, including catglievision companies, and electric and gas uslittreay enter any telecommunications
market, subject to reasonable state regulatiomafety quality and consumer protection. Becausdampntation of the Telecom Act is subj
to numerous federal and state policy rulemaking@edings and judicial review, there is still unaety as to what impact it will have on the
Company. The Telecom Act is intended to increasepatition. The Telecom Act opens the local servivasket by requiring ILECs to
permit interconnection to their networks and esshirg ILEC obligations with respect to:

. Reciprocal Compensation. Requires all ILECs ahB@s to complete calls originated by competingieasrunder reciprocal arrangement
prices based on a reasonable approximation ofrimenéal cost or through mutual exchange of traffieut explicit payment.

. Resale. Requires all ILECs and CLECs to pernsiile=of their telecommunications services withautasonable restrictions or conditions.
In addition, ILECs are required to offer wholesadgsions of all retail services to other telecomioations carriers for resale at discounted
rates, based on the costs avoided by the ILECeimtiolesale offering.

. Interconnection. Requires all ILECs and CLECpéanit their competitors to interconnect with thiaicilities. Requires all ILECs to permit
interconnection at any technically feasible poiithim their networks, on nondiscriminatory termspeces based on cost (which may include
a reasonable profit).
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At the option of the carrier seeking interconnatticollocation of the requesting carrier's equiptiern ILEC's premises must be offered,
except where the ILEC can demonstrate space lioiisibr other technical impediments to collocation.

. Unbundled Access. Requires all ILECs to providadiscriminatory access to unbundled network elés@ncluding network facilities,
equipment, features, functions, and capabilities)ng technically feasible point within their netiks, on nondiscriminatory terms, at prices
based on cost (which may include a reasonabletprofi

. Number Portability. Requires all ILECs and CLEG®ermit users of telecommunications servicegtain existing telephone numbers
without impairment of quality, reliability or conm@énce when switching from one telecommunicaticarsier to another.

. Dialing Parity. Requires all ILECs and CLECs toyide "1+" equal access to competing providerel@phone exchange service and toll
service, and to provide nondiscriminatory accedslephone numbers, operator services, directaigtasce, and directory listing, with no
unreasonable dialing delays.

. Access to Rights-of-Way. Requires all ILECs andeCs to permit competing carriers access to palests, conduits and rights-of-way at
regulated prices.

ILECs are required to negotiate in good faith va#tiriers requesting any or all of the above arreraggs. If the negotiating carriers cannot
reach agreement within a prescribed time, eithetarzamay request binding arbitration of the digglissues by the state regulatory
commission. Where an agreement has not been redtii#tls remain subject to interconnection obligasi@stablished by the FCC and state
telecommunication regulatory commissions.

In August 1996, the FCC released a decision (theftonnection Decision") establishing rules impdetng the above-listed requirements
and providing guidelines for review of interconnentagreements by state public utility commissiads.July 18, 1997, the United States
Court of Appeals for the Eighth Circuit (the "EighCircuit") vacated certain portions of the Intarnection Decision, including provisions
establishing a pricing methodology and a procegerenitting new entrants to "pick and choose" amesgpus provisions of existing
interconnection agreements between ILECs and toenpetitors. On October 14, 1997, the Eighth Cirissued a decision vacating
additional FCC rules that will likely have the eff®f increasing the cost of obtaining the useasfibinations of an ILEC's unbundled netw
elements. The Supreme Court has decided to refiei&ighth Circuit's decisions, and is expectedatsa during its 1998-99 term, but the
Company cannot predict what the result of thiseewwill be. The Eighth Circuit's decisions createertainty about the rules governing
pricing, terms and conditions of interconnectioneggnents, and could make negotiating and enfosaic agreements more difficult and
protracted. There can be no assurance that the &@ompill be able to obtain or enforce interconnatthigreements on terms acceptable t
Company.

The Telecom Act also codifies the ILECs' equal as@nd nondiscrimination obligations and preemqtsrisistent state regulation. The
Telecom Act contains special provisions that mogifgvious court decrees that prevented RBOCs frmwiging long distance services and
engaging in telecommunications equipment manufauihese provisions permit a RBOC to enter timg ldistance market in its traditional
service area if it satisfies several procedural sutibtantive requirements, including obtaining FEp@roval upon a showing that the RBOC
has entered into interconnection agreements (algnsome circumstances, has offered to enter io agreements) in those states in which
it seeks long distance relief, the interconnectigreements satisfy a 14-point "checklist" of coritipetrequirements, and the FCC is satisfied
that the RBOC's entry into long distance markeis the public interest. To date, several petitibpdRBOCs for such entry have been denied
by the FCC, and none have been granted. The Tel@obpermitted the RBOCs to enter the out-of-redmmg distance market immediately
upon its enactment.

On December 31, 1997, the U.S. District Court fier Northern District of Texas issued a decisior (t(BBC Decision") finding that Sections
271 to 275 of the Telecom Act are unconstitutiofiiese sections of
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the Telecom Act impose restrictions on the linebudiness in which the RBOCs may engage, includgtgblishing the conditions they must
satisfy before they may provide in-region interLATélecommunications services. The SBC Decisiorbleas stayed pending appeal, and
will be reviewed by higher courts, but there cambeassurance as to the results of any appeak IEBC Decision is upheld on appeal, the
RBOCs would be able to provide interLATA servicesriediately without satisfying the statutory corati. This would likely have an
unfavorable effect on the Company's business loyvally the RBOCs to compete more effectively agaimstCompany by offering combined
packages of local and long distance services, whdmtaining their local monopolies, which they aogrently unable to do. See "--
Competition."

In October 1996, the FCC adopted an order in whieliminated the requirement that non-dominantieas such as the Company maintain
tariffs on file with the FCC for domestic interstatervices. This order applies to all non-dominatetrstate carriers, including AT&T. The
order does not apply to the RBOCs or other locaharge providers. The FCC order was issued pursoauithority granted to the FCC in
the Telecom Act to "forbear” from regulating anjetmmmunications services provider if the FCC detees that the public interest will be
served. On February 13, 1997, the United Statest@béppeals for the District of Columbia Circigtayed the implementation of the FCC
order pending its review of the order on the me@isrrently, that temporary stay remains in effect.

If the stay is lifted and the FCC order becomesati¥e, telecommunications carriers such as thegaomwill no longer be able to rely on
filing of tariffs with the FCC as a means of prawigl notice to customers of prices, terms and c@riton which they offer their interstate
services. The obligation to provide non-discrimamgf just and reasonable prices remains unchangeerthe Communications Act of 1934.
While tariffs provided a means of providing notifeprices, terms and conditions, the Company irgdéndely primarily on its sales force and
direct marketing to provide such information todtsstomers.

The Company's costs of providing long distanceisesy as well as its revenues from providing I@galices, will both be affected by
changes in the "access charge" rates imposed b@dlda long distance carriers for origination arrdhieation of calls over local facilities. In
two orders released on December 24, 1996, and Ma¥907, the FCC made major changes in the interatxess charge structure. In the
December 24th order, the FCC removed restrictiond ECs' ability to lower access prices and relasteriregulation of new switched access
services in those markets where there are otheidms of access services. If this increased pgiflexibility is not effectively monitored by
federal regulators, it could have a material adveffect on the Company's ability to price its intate access services competitively. The
16th order substantially increased the amountsliti&Es subject to the FCC's price cap rules ("pcap LECs") recover through monthly flat-
rate charges and substantially decreased the amtiattthese LECs recover through traffic sensitper-minute) access charges. In the May
16th order, the FCC also announced its plan taliriterstate access rate levels more in line watt.cThe plan will include rules that are
expected to be established sometime in 1998 thatgraant price cap LECs increased pricing flexipilipon demonstrations of increased
competition (or potential competition) in relevamarkets. The manner in which the FCC implementsdpproach to lowering access charge
levels could have a material effect on the Compargvenues and costs. Several parties have appbaléthy 16th order. Those appeals t
been consolidated and transferred to the Eighttu@iwhere they are currently pending. One issuappeal is whether the FCC has a
reasonable basis for not requiring ISPs to paysacckarges.

Beginning in June 1997, every RBOC advised CLE@sttiey did not consider calls in the same lochincparea from their customers to
CLEC customers, who are ISPs, to be local calleutitk interconnection agreements between the RB@&she CLECs. The RBOCs claim
that these calls are exchange access calls fohvelxichange access charges would be owed. The RB@i@®d, however, that the FCC
exempted these calls from access charges so tltatnmpensation is owed to the CLECs for transpouwing terminating such calls. As a
result, the RBOCs threatened to withhold, and imyr@ases did withhold, reciprocal compensatiortffiertransport and termination of such
calls. To date, fifteen state commissions havedrolethis issue in the context of state commisaituitration proceedings or enforcement
proceedings. In every state, to date, the statemission has determined that reciprocal compensaiowed for such calls. Several of these
cases are
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presently on appeal. The Company cannot prediabtt@ome of these appeals, or of additional pendasgs. If these calls were to be
determined not to be local calls and not subjeeicttess charges, it could have an adverse effégbieoc@iompany.

The FCC has to date treated ISPs as "enhancedas@naviders," exempt from federal and state rdgula governing common carriers,
including the obligation to pay access chargescamdribute to the universal service fund. Neveghs] regulations governing disclosure of
confidential communications, copyright, excise taxd other requirements may apply to the Compammg\@sion of Internet access services.
The Company cannot predict the likelihood thatestietderal or foreign governments will impose add#l regulation on the Company's
Internet business, nor can it predict the impaat thture regulation will have on the Company'sratiens.

In December 1996, the FCC initiated a Notice olingregarding whether to impose regulations ockarges upon providers of Internet
access and information services (the "Internet Ndlhe Internet NOI sought public comment upon \uketo impose or continue to foreb:
from regulation of Internet and other packet-swéttimetwork service providers. The Internet NOI #fmadly identifies Internet telephony as
a subject for FCC consideration. On April 10, 199@, FCC issued a Report to Congress on its impiatien of the universal service
provisions of the Telecom Act. In that Report, B@C stated, among other things, that the provisfdransmission capacity to ISPs
constitutes the provision of telecommunications @ntherefore, subject to common carrier regutetiarhe FCC indicated that it would
reexamine its policy of not requiring an ISP to trifmute to the universal service mechanisms wher 3 provides its own transmission
facilities and engages in data transport over tlfiasiéities in order to provide an information siee. Any such contribution by a facilities-
based ISP would be related to the ISP's provisidheounderlying telecommunications services. i Report, the FCC also indicated that it
would examine the question of whether certain foofiiphone-to-phone IP telephony” are informatiervices or telecommunications
services. It noted that the FCC did not have awaate record on which to make any definitive praraaments on that issue at this time, but
that the record the FCC had reviewed suggest#hnttin forms of phone-to-phone IP telephony appeaave similar functionality to noi®
telecommunications services and lack the charatiesithat would render them information servi¢tethe FCC were to determine that cen
IP telephony services are subject to FCC regulatantelecommunications services, the FCC notedytfind it reasonable that the ISPs pay
access charges and make universal service comtrilsigimilar to non-IP-based telecommunicationsiserproviders. The FCC also noted
that other forms of IP telephony appear to be mfmtion services. The Company cannot predict theooné of these proceedings or other
FCC proceedings that may effect the Company's pasor impose additional requirements, or regoat or charges upon the Company's
provision of Internet access services.

On May 8, 1997, the FCC issued an order estabtishisignificantly expanded federal universal sergobsidy regime. For example, the F
established new universal service funds to sugpttommunications and information services prayitbequalifying schools and libraries
(with an annual cap of $2.25 billion) and to runehlth care providers (with an annual cap of $400Bom). The FCC also expanded the
federal subsidies for local exchange telephonec\provided to low-income consumers. Providelisitefrstate telecommunications service,
such as the Company, as well as certain otheientihust pay for these programs.

The Company's contribution to these universal serfiinds will be based on its telecommunicatiomgise end-user revenues. The extent to
which the Company's services are viewed as teleagriwations services or as information services wippact the amount of the Company's
contributions, if any. As indicated in the precegparagraph, that issue has not been resolvede@lyrthe FCC assesses such payments on
the basis of a provider's revenue for the previ@mas. Since the Company had no significant telecanioations service revenues in 1997, it
will not be liable for subsidy payments in any migtieamount during 1998. With respect to subseqyeats, however, the Company is
currently unable to quantify the amount of subgidyments that it will be required to make and tifiece that these required payments will
have on its financial condition because of uncatimé concerning the size of the universal fund amekrtainties concerning the classification
of its services. In the May 8th order, the FCC asnounced that it will soon revise its rules fabsdizing service
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provided to consumers in high cost areas, which ragylt in further substantial increases in theralveost of the subsidy program. Several
parties have appealed the May 8th order. Such &ppage been consolidated and transferred to fitle Eircuit Court of Appeals where they
are currently pending. The FCC's universal serpiogram may also be altered as a result of thecy{gereconsideration of its policies, or by
future Congressional action.

State Regulation

The Telecom Act is intended to increase competitiaihe telecommunications industry, especiallyhia local exchange market. With respect
to local services, ILECs are required to allow iatmnection to their networks and to provide unbeddccess to network facilities, as wel

a number of other procompetitive measures. Becthgsinplementation of the Telecom Act is subjeattionerous state rulemaking
proceedings on these issues, it is currently dilfito predict how quickly full competition for lat services, including local dial tone, will be
introduced.

State regulatory agencies will have jurisdictiorewtCompany facilities and services are used toigeantrastate services. A portion of the
Company's traffic may be classified as intrastatitherefore subject to state regulation. The Camgxpects that it will offer more
intrastate services (including intrastate switchexvices) as its business and product lines expaddtate regulations are modified to allow
increased local services competition. To provideastate services, the Company generally mustmhbtaertificate of public convenience and
necessity from the state regulatory agency and bowith state requirements for telecommunicatiotities, including state tariffing
requirements. The Company has obtained certifiodto interexchange and local telecommunicatiomgises in California, lllinois,

Maryland, Massachusetts, New Hampshire, New YoHqde Island, Texas and Virginia. The Company hésoaity to provide

interexchange service in Michigan and New Jerség. Company currently has pending applicationsrfaréxchange and local exchange
services in Colorado, Georgia, Pennsylvania andhitigton and applications for local exchange autfian Washington, D.C., Michigan and
New Jersey

Local Regulation

The Company's networks will be subject to numetoaoal regulations such as building codes and licensSuch regulations vary on a city-
by-city, county- by-county and state-by-state habisinstall its own fiber optic transmission fatds, the Company will need to obtain rights-
of-way over private and publicly owned land. Thea@ be no assurance that such rights- of-way with\milable to the Company on
economically reasonable or advantageous terms.

Canadian Regulation

The CRTC generally regulates long distance teleconications services in Canada. Regulatory developsraver the past several years t
terminated the historic monopolies of the regidelphone companies, bringing significant compatito this industry for both domestic and
international long distance services, even in Sakkavan, which will not be subject to CRTC reguatuntil October 25, 1998, but also
lessening regulation of domestic long distance amgs. Resellers, which, as well as facilities-edasarriers, now have interconnection
rights, but which are not obligated to file tarjffeay not only provide transborder services toltfe. by reselling the services provided by the
regional companies and other entities but also resgll the services of the monopoly internatiorzatier, Teleglobe Canada ("Teleglobe"),
including offering international switched servigasvisioned over leased lines. Although the CRT@nkerly restricted the practice of
"switched hubbing" over leased lines through indrate countries to a third country, the CRTC régdifted this restriction except for
routing of traffic through the U.S. Teleglobe haked the CRTC to stay this decision. The Teleglobaopoly on international services and
submarine cable landing rights is scheduled toiteata as of October 1, 1998, pursuant to Canadaisnitments under the WTO Agreeme
although the provision of Canadian internationallfi@es-based services may remain restricted taridtlian carriers" with majority ownership
by Canadians. Ownership of non- international fiked will almost certainly be limited to
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Canadian carriers. The Company cannot, under dusrdoreseen law, enter the Canadian market ae\ader of facilities-based domestic
services, and it is possible that this limitatioitl apply to the provision of international facifis-based services as well. Pending proceedings
address legislative and regulatory changes thatmllement Canada's commitments under the WTO é&gent by changing Teleglobe's
status, and these proceedings may also subjedieresge additional regulation. Other pending pextiags address the scope of contribution
charges payable to the telephone companies ta sfisee of the capital and operating costs of imtenection as well as deregulation of the
long distance services of the incumbent regioriapteone companies.

While competition is now emerging in other Canadi&lacommunications market segments, the Compdligvbs that the regional
companies continue to retain a substantial majofityre local and calling card markets. Beginnimd/iay 1997, the CRTC released a number
of decisions opening to competition the Canadi@alltelecommunications services market, which detswere made applicable in the
territories of all Stentor member companies ex&gskTel (although Saskatchewan has subsequentiyaced plans for local service
competition in that province). As a result, netwoodperated by CLECs may now be interconnected thvgimetworks of the ILECs. Facilities-
based ILECs are subject to the same majority Canamlivnership "Canadian carrier" requirements aéitfes-based long distance carriers.
CLECs have the same status as ILECs, but they toawe universal service or customer tariff- filiolgligations. CLECs are subject to
certain consumer protection safeguards and oth&GORRgulatory oversight requirements. CLECs mustifiterconnection tariffs for servic

to interexchange service providers ("IXs") and Veiss service providers. Certain ILEC services rhagprovided to CLECs on an unbundled
basis and subject to mandatory pricing, includiegtral office codes, subscriber listings, and Idaaps in small urban and rural areas. For a
five-year period, certain other important CLEC $s#g must be provided on an unbundled basis at atedgrices. ILECs, which, unlike
CLECs, remained fully regulated, will not be subjecrate of return regulation for an initial foyear period beginning May 1, 1997, but their
services must not be priced below cost. IX contidsupayments are now pooled and distributed amibBEs and CLECs according to a
formula based on their respective proportions sidential lines, with no explicit contribution pdya from local business exchange or
directory revenues. CLECs must pay an annual teleaanications fee based on their proportion of tGIaEC operating revenues. All
bundled and unbundled local services (includingdeettial lines and other bulk services) may nowds®ld, but ILECs need not provide th
services to resellers at wholesale prices. Trarsomdacilities-based local and long distance easr{but not resellers) are entitled toloocate
equipment in ILEC central offices pursuant to teand conditions of tariffs and intercarrier agreataeCertain local competition issues are
still to be resolved, including rate determinatigpsrmanent local number portability technical esswand certain other interconnection issues,
as well as the opening of CLEC status to carridisrathan those that are transmission-facilitieseblgand therefore are Canadian carriers
with majority ownership by Canadians).

THE COMPANY'S OTHER BUSINESSES

The Company's other businesses include its invedtinéhe C-TEC Companies, coal mining, the SROllrGad and certain other assets. The
Company recently completed the sale of its interegstUnited Infrastructure Company, CalEnergy aiet Investment Management Corp.

C-TEC Companies

On September 30, 1997, C-TEC completed a tax-&steucturing, which divided C-TEC into three puldampanies: C-TEC, which changed
its name to Commonwealth Telephone Enterprises(I@ommmonwealth Telephone"), RCN and Cable Michigehe Company's interests in
the C-TEC Companies are held through a holding @mthe "C-TEC Holding Company"). The Company o®0%b6 of the common stock
of the C-TEC Holding Company, and preferred stacthe C-TEC Holding Company with a liquidation valaf approximately $481 million
as of April 1, 1998. The remaining 10% of the comnstock of the C-TEC Holding Company is held by [d&®. McCourt, a director of the
Company who was formerly the Chairman of C-TECthkm event of a liquidation of the C-TEC Holding Qmamy, the Company would first
receive the liquidation value of the preferred ktddny excess of the value of the C-TEC Holding @amy above the liquidation value of the
preferred stock would be split according to the exghip of the common stock.
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Commonwealth Telephone. Commonwealth Telephonésnmsylvania public utility providing local telepie service to a 19-county, 5,191
square mile service territory in Pennsylvania. Cammealth Telephone services approximately 259,081 mccess lines. Commonwealth
Telephone also provides network access and logntis services to IXCs. Commonwealth Telephonesgibas customer base is diverse in
size as well as industry, with very little concatimn. Commonwealth Communications Inc. providéscemmunications engineering and
technical services to large corporate clients, takspand universities in the northeastern Uniteates. Another subsidiary, Commonwealth
Long Distance operates principally in Pennsylvapiayiding switched services and resale of seugpals of services, using the networks of
several long distance providers on a wholesalesbasi of March 31, 1998, the C-TEC Holding Compamned approximately 48.4% of the
outstanding common stock of Commonwealth Telephone.

RCN. RCN is a full service provider of local, lodggtance, internet and cable television serviceaaily to residential users in densely
populated areas in the Northeast. RCN operatecaspetitive telecommunications service provideNaw York City and Boston. RCN al
owns cable television operations in New York, Nensdy and Pennsylvania; a 40% interest in Megac8bfe de C.V., Mexico's second
largest cable television operator; and has longuée operations (other than the operations imiceareas of Pennsylvania). RCN is
developing advanced fiber optic networks to provdadeide range of telecommunications services, gioly local and long distance telepha
video programming and data services (including Isigled Internet access), primarily to residentiast@amers in selected markets in the
Boston to Washington, D.C. corridor. During theffiquarter of 1998, RCN acquired Ultranet Commuiooa, Inc. and Erols Internet, Inc.,
two ISPs with operations in the Boston to Washingi®.C. corridor. As of March 31, 1998, the C-TEGI¢Hng Company owned
approximately 46.1% of the outstanding common stifdRCN.

Cable Michigan. Cable Michigan is a cable televisiperator in the State of Michigan which, as ot&maber 31, 1997, served approximately
204,000 subscribers including approximately 39,d@ifscribers served by Mercom. Clustered primarityiad the Michigan communities of
Grand Rapids, Traverse City, Lapeer and Monroe ¢bta), Cable Michigan's systems serve a total of@pmately 400 municipalities in
suburban markets and small towns. As of March 9281the C-TEC Holding Company owned approximadéyb% of the outstanding
common stock of Cable Michigan. On June 4, 199&|€klichigan announced that it had agreed to beieed by Avalon Cable for $40.50
per share in a cash-for-stock transaction valu&da5b million. Cable Michigan stated that the temton is expected to close in the fourth
quarter of 1998 and is subject to shareholder agdlatory approvals. See "Management's DiscussidrAaalysis of Financial Condition a
Results of Operations-- Recent Developments."”

Coal Mining

The Company is engaged in coal mining throughutsiliary, KCP Inc. ("KCP"). KCP has a 50% interiesthree mines, which are operated
by a subsidiary of New PKS. Decker Coal Companye€ker") is a joint venture with Western Minerals;.| a subsidiary of The RTZ
Corporation PLC. Black Butte Coal Company ("Bladktt®") is a joint venture with Bitter Creek Coal@pany, a subsidiary of Union Paci
Resources Group Inc. Walnut Creek Mining Compahlyafhut Creek") is a general partnership with PbélliCoal Company, a subsidiary of
Phillips Petroleum Company. The Decker mine istedan southeastern Montana, the Black Butte nmsrie southwestern Wyoming, and the
Walnut Creek mine is in easentral Texas. The coal mines use the surface gmiethod. For a discussion of certain risks astetaith the
coal mining business, see "Risk Factors--RiskstBéla the Company's Coal Operations."

The coal produced from the KCP mines is sold pripéw electric utilities, which burn coal in ordes produce steam to generate electricity.
Approximately 89% of sales are made under long-tawniracts, and the remainder are made on therspdtet. Approximately 79%, 80%
and 80% of KCP's revenues in 1997, 1996 and 1@3bectively, were derived from long-term contragith Commonwealth Edison (with
Decker and Black Butte) and The Detroit Edison Canyp(with Decker). The primary customer of Walnue€k is the Texas-New Mexico
Power Company ("TNP"). KCP also has other salesnasibments, including those with Sierra Pacific, IddPower, Solvay Minerals, Pacific
Power & Light, Minnesota Power, and Mississippi Row
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that provide for the delivery of approximately 18limn tons through 2005. The level of cash flovengrated in recent periods by the
Company's coal operations will not continue after year 2000 because the delivery requirements iind€Company's current long-term
contracts decline significantly.

Under a mine management agreement, KCP pays adg@arysif New PKS an annual fee equal to 30% of sGRljusted operating income.
The fee in 1997 was $32 million.

The coal industry is highly competitive. KCP comgsehot only with other domestic and foreign coaldiers, some of whom are larger and
have greater capital resources than KCP, but atboalternative methods of generating electricitg alternative energy sources. In 1996,
KCP's production represented 1.5% of total U.SI pozduction. Demand for KCP's coal is affectedelspnomic, political and regulatory
factors. For example, recent "clean air" laws ntagdate demand for low sulfur coal. KCP's westernal reserves generally have a low
sulfur content (less than one percent) and areentiyruseful principally as fuel for coal-firedesim-electric generating units.

KCP's sales of its western coal, like sales byratfestern coal producers, typically provide forigely to customers at the mine. A signific
portion of the customer's delivered cost of coatigbutable to transportation costs. Most ofdbal sold from KCP's western mines is
currently shipped by rail to utilities outside Mana and Wyoming. The Decker and Black Butte mimesach served by a single railroad.
Many of their western coal competitors are serveti railroads and such competitors' customemsnafienefit from lower transportation
costs because of competition between railroadsdal hauling business. Other western coal produparsicularly those in the Powder River
Basin of Wyoming, have lower stripping ratios (tlgtthe amount of overburden that must be remavgdoportion to the amount of minable
coal) than the Black Butte and Decker mines, ofesulting in lower comparative costs of productids.a result, KCP's production costs per
ton of coal at the Black Butte and Decker mineskma@as much as four and five times greater thadymton costs of certain competitors.
KCP's production cost disadvantage has contribiatétd agreement to amend its long-term contratit @ommonwealth Edison to provide
for delivery of coal from alternate source minethea than from Black Butte. Because of these cisstdyantages, KCP does not expect that it
will be able to enter into long-term coal purchasatracts for Black Butte and Decker productiothascurrent long-term contracts expire. In
addition, these cost disadvantages may adversielgté€CP's ability to compete for spot sales infiitare.

The Company is required to comply with various fadlestate and local laws and regulations concgrphotection of the environment. KCP's
share of land reclamation expenses in 1997 wasrflién. KCP's share of accrued estimated recl@natosts was $100 million at the end
of 1997. The Company does not expect to make signif capital expenditures for environmental coammdie with respect to the coal busin
in 1998. The Company believes its compliance withir@nmental protection and land restoration lavilswet affect its competitive position
since its competitors in the mining industry armaikirly affected by such laws. However, failurectamply with environmental protection and
land restoration laws, or actual reclamation cimstsxcess of the Company's accruals, could haaslaerse effect on the Company's busin
results of operations, or financial condition.

SR91 Tollroad

The Company has invested $12 million for a 65% tyqoterest and lent $4.3 million to CPTC, whichvdped, financed, and currently
operates the 91 Express Lanes, a ten mile, foertlairoad in Orange County, California. The fullytomated highway uses an electronic toll
collection system and variable pricing to adju#istto demand. Capital costs at completion wered$h8lion, $110 million of which was
funded with debt that was not guaranteed by Level®vever, certain defaults by Level 3 on its cutsling debt and certain judgements
against Level 3 can result in default under thistadé CPTC. Revenue collected over the 35-yearchiae period is used for operating
expenses, debt repayment, and profit distributi®hs. tollroad opened in December 1995 and achiepedating break-even in 1996.
Approximately 100,000 customers have registeragstothe tollroad, and weekday volumes typicallyeexkc29,000 vehicles per day.
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EMPLOYEES
As of March 31, 1998, the Company employed appraxéty 1,100 people.
PROPERTIES

The Company has announced that it has acquiredré6 a the Northwest corner of the Interlockerncefpark within the City of Broomfielc
Colorado, and within Boulder County, Colorado lisngind will build a campus facility that is expectecencompass eventually over 500,000
square feet of office space. It is anticipated thatfirst phase of this facility will be constradtby the summer of 1999. In addition, the
Company has leased approximately 50,000 squarefiéetnporary office space in Louisville, Coloraioallow for the relocation of the
majority of its employees (other than those of PB)Sthile its permanent facilities are under corcdtan. Properties relating to the
Company's coal mining segment are described undine Company's Other Businesses--Coal Mining" ab&ivconnection with certain
existing and historical operations, the Comparsuigject to environmental risks. See "Risk Fact&rmsvironmental Risks."

PKSIS maintains its corporate headquarters in Orrdéhbraska and leases approximately 35,000 sqaat®f office space in Omaha. The
computer outsourcing business of PKSIS is locateoh 89,000 square foot office space in Omaha alhdewn also be located at a 60,000
square foot computer center in Tempe, Arizona whidurrently being constructed. PKSIS maintainditémhal office space in Phoenix,
Atlanta, Omaha and Parsippany for its systems iategn business.

LEGAL PROCEEDINGS

The Company and its subsidiaries are parties toymanding legal proceedings. Management belieatsatiny resulting liabilities for legal
proceedings, beyond amounts reserved, will not nadliieaffect the Company's financial conditionfute results of operations, or future cash
flows.
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MANAGEMENT
DIRECTORS AND EXECUTIVE OFFICERS

Set forth below is information as of May 28, 19%®at each director and executive officer of the @any, including his business experience
during the past five years.

NAME AGE POSITION

Walter Scott, Jr........ 67 Chairman of the Board

James Q. Crowe.......... 48 President, Chief Execu tive Officer and Director

R. Douglas Bradbury..... 47 Executive Vice Preside nt, Chief Financial Officer and Director
Kevin J. O'Hara......... 37 Executive Vice Preside nt and Chief Operating Officer
Terrence J. Ferguson.... 55 Senior Vice President, General Counsel and Secretary

Robert B. Daugherty..... 76 Director
William L. Grewcock..... 72 Director
Charles M. Harper....... 70 Director
Richard R. Jaros........ 46 Director

Robert E. Julian........ 59 Director

David C. McCourt........ 41 Director
Kenneth E. Stinson...... 55 Director
Michael B. Yanney....... 64 Director

OTHER MANAGEMENT

Set forth below is information as of May 28, 1998 about the following
members of senior management of the Company.

NAME AGE POSITION

Raul Pupo............... 51 President and Chief Ex ecutive Officer of PKSIS
Daniel P. Caruso........ 34 Senior Vice President

Michael Frank........... 44 Senior Vice President

Mark L. Gershien........ 46 Senior Vice President

Joseph M. Howell, 1ll... 51 Senior Vice President

Ronald J. Vidal......... 37 Senior Vice President

Kevin Dundon............ 33 Vice President

Kathy Perone............ 44 Vice President

Thomas Sweeney.......... 37 Vice President

John Waters........ .. 33 Vice President

Robert Hagens........... 37 Senior Director of Ser vice Implementation
Isaac Elliot............ 34 Director of Voice Netw ork Engineering
Joseph Lawrence......... 33 Director of Backbone E ngineering

WALTER SCOTT, JR. has been the Chairman of the @o&the Company since September 1979, and a direEthe Company since April
1964. Mr. Scott has been Chairman Emeritus of NE® Bince the Split-Off. Mr. Scott is also a dirgobd Berkshire Hathaway Inc.,
Burlington Resources Inc., CalEnergy, ConAgra,,IG@mmonwealth Telephone, RCN, U.S. Bancorp andngat Industries, Inc.

JAMES Q. CROWE has been the President and Chiefuive Officer of the Company since August 1994 ardirector of the Company
since June 1993. Mr. Crowe was President and Ehxietutive Officer of MFS from June 1993 to June7L99r. Crowe also served as
Chairman of the Board of WorldCom from January 1@@i#l July 1997, and as Chairman of the Board &f3vfrom 1992 through 1996. Mr.
Crowe is presently a director of Commonwealth Tieteye, RCN and InaCom Communications, Inc.

R. DOUGLAS BRADBURY has been Executive Vice Presidend Chief Financial Officer of the Company sikeggust 1997, and a direct
of the Company since March 1998. Mr. Bradbury séra® Chief Financial Officer
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of MFS from 1992 to 1996, Senior Vice PresidenidfS from 1992 to 1995, and Executive Vice PresidémilFS from 1995 to 1996. Mr.
Bradbury is also a director of Cable Michigan.

KEVIN J. O'HARA has been Executive Vice Presideithe Company since August 1997, and Chief Opeggdiifficer of the Company since
March 1998. Prior to that, Mr. O'Hara served asident and Chief Executive Officer of MFS GlobaltNerk Services, Inc. from 1995 to
1997, and as Senior Vice President of MFS and ékasof MFS Development, Inc. from October 1992Atgust 1995. From 1990 to 1992,
he was a Vice President of MFS Telecom, Inc ("ME&Eom").

TERRENCE J. FERGUSON has been Senior Vice Presi@arteral Counsel and Secretary of the Compang gwagust 1997. Prior to that
he was a Senior Vice President of MFS from Septerh®®2 to February 1997, General Counsel from Jgnl@02 to February 1997 and
Secretary from November 1991 to February 1997. iggfuining MFS in October 1992, Mr. Ferguson waplayed as an attorney by the
Company.

ROBERT B. DAUGHERTY has been a director of the Campsince January 1986. Mr. Daugherty has beemexr of Valmont
Industries, Inc. for more than the past five yeargl formerly was Chairman of the Board and Chiefdtitive Officer of Valmont Industries,
Inc.

WILLIAM L. GREWCOCK has been a director of the Coamy since January 1968. Prior to the Split-Off, Mrewcock was Vice Chairman
of the Company for more than five years.

CHARLES M. HARPER has been a director of the Compsince January 1986. Mr. Harper was ChairmaneBbard of RJR Nabisco
Holdings Corp. ("RJR Nabisco") from May 1993 to ME§96 and Chief Executive Officer of RJR NabisamirMay 1993 to December 19
Prior to that, Mr. Harper was Chairman of the Baaind Chief Executive Officer of ConAgra, Inc. Mrakper is currently a director of
ConAgra, Inc., E.l. DuPont de Nemours and CompBloyyest Corporation and Valmont Industries, Inc.

RICHARD R. JAROS has been a director of the Comsinge June 1993 and served as President of the&uonirom 1996 to 1997. Mr.
Jaros served as Executive Vice President of thep@agnfrom 1993 to 1997 and Chief Financial Offiokthe Company from 1995 to 1997.
He also served as President and Chief Operatinigedif CalEnergy from 1992 to 1993, and is pregemtirector of CalEnergy,
Commonwealth Telephone and RCN.

ROBERT E. JULIAN has been a director of the Compsinge March 31, 1998. Mr. Julian has also beerir@aa of the Board of PKSIS
since 1995. From 1992 to 1995 Mr. Julian serveBxasutive Vice President and Chief Financial Offioethe Company.

DAVID C. MCCOURT has been a director of the Compamce March 31, 1998. Mr. McCourt has also sea®€hairman and Chief
Executive Officer of Commonwealth Telephone, CaWiehigan and RCN since October 1997. From 19930®71Mr. McCourt served as
Chairman of the Board and Chief Executive Office€eTEC. Mr. McCourt is also a director of Mercom.

KENNETH E. STINSON has been a director of the Conypgince January 1987. Mr. Stinson has been Chaiohthe Board and Chief
Executive Officer of New PKS since the Split-Offid? to the Split-Off, Mr. Stinson was Executivecéi President of the Company for more
than the last five years. Mr. Stinson is also adtor of ConAgra, Inc. and Valmont Industries, Inc.

MICHAEL B. YANNEY has been a director of the Compasince March 31, 1998. He has served as Chairrhtre @oard, President and
Chief Executive Officer of America First Companle&.C. for more than the last five years. Mr. Yapngalso a director of Burlington
Northern Santa Fe Corporation, RCN, Forest Oil @aapon and Mi-America Apartment Communities, Inc.

RAUL PUPO has been the President and Chief Exez@ilicer of PKSIS since April 1990. Mr. Pupo is@la director of Integrated Medical
Networks.
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DANIEL P. CARUSO has been Senior Vice Presidentwdek Services of the Company since October 19@ér o that, Mr. Caruso was
Senior Vice President, Local Service Delivery of Ni@om from December 1992 to September 1997 andawasmber of the senior
management of Ameritech from June 1986 to NoverhBég.

MICHAEL FRANK has been Senior Vice President, HunRasources of the Company since August 1997. Rritirat, Mr. Frank was Sen
Vice President, Human Resources of MFS from 19908y .

MARK L. GERSHIEN has been Senior Vice PresidenteSand Marketing of the Company since January 1B#8r to that, Mr. Gershien
was Vice President/General Manager of MFS durir@B1®ivision President of MFS from 1993 to 1995jeEl®perating Officer of MFS
Telecom from May 1995 to July 1996, President of3ViFelecom from 1996 to 1997, and Senior Vice PeggidNational Accounts of
MFS/WorldCom from 1997 to 1998.

JOSEPH M. HOWELL, IIl has been Senior Vice Prestd@orporate Marketing of the Company since Octdl8£7. Prior to that, Mr.
Howell was Senior Vice President of MFS/WorldComnfr 1993 to 1997.

RONALD J. VIDAL has been Senior Vice President, Néentures of the Company since October 1997. Roitihat, Mr. Vidal was a Vice
President of MFS/WorldCom from September 1992 twmBer 1997.

KEVIN DUNDON has been Vice President, Voice Netw@®llanning and Development of the Company since l6&ctd997. Prior to that, Mr.
Dundon was Vice President, Local Network DevelopnoéMMFS/WorldCom from 1995 to 1997.

KATHY PERONE has been Vice President, Sales offbmpany since January 1998. Prior to that, Ms. ieveas Vice President/General
Manager of MFS Telecom from 1993 to 1994, Diviskmesident of MFS Telecom from 1994 to 1995, Chipéfting Officer of MFS
International during 1995 and Division PresidenM#fS/WorldCom from 1995 to 1998.

THOMAS SWEENEY has been Vice President, Marketithe Company since December 1997. Prior to that,SWweeney was Vice
President, Sales Operations of MFS Intelenet,(IMES Intelenet”) from 1995 to 1996, Senior Viceefident, Marketing of MFS Intelenet
from 1996 to 1997 and Senior Vice President, Bissingevelopment of MFS/WorldCom during 1997.

JOHN WATERS has been Vice President, EngineerirthefCompany since November 1997. Prior to that,Whaters was an executive staff
member of MCI from 1994 to 1997.

ROBERT HAGENS has been the Senior Director of ®erlitnplementation of the Company since Decembe¥ 1Rfor to that, Mr. Hagens
was Director of Internet Engineering at MCI from9#9o 1997.

ISAAC ELLIOT has been the Director of Voice Netwdgkgineering of the Company since December 199@r Erthat, Mr. Elliot held
various management positions at MCI from 1993 19819

JOSEPH LAWRENCE has been the Director of Backbamgirieering of the Company since December 1997r Ryithat, Mr. Lawrence wz
the Senior Network Architect at MCI from 1994 to919

The Board is divided into three classes, design@teds I, Class Il and Class lll, each class ctingisas nearly as may be possible, of one-
third of the total number of directors constitutithg Board. The Class | Directors consist of WaBeott, Jr., James Q. Crowe, Robert B.
Daugherty and Charles M. Harper; the Class Il Rinecconsist of William L. Grewcock, Richard R.dsrRobert E. Julian and David C.
McCourt; and the Class Il Directors consist offlRuglas Bradbury, Kenneth E. Stinson and Michael&iney. The term of the initial Class
| Directors will terminate on the date of the 1998 1ual meeting of stockholders; the term of thi#ahClass Il Directors will terminate on the
date of the 1999 annual meeting of stockholderd;the term of the initial Class Il Directors wilrminate on the date of the 2000 annual
meeting of stockholders. At each annual meetingtadékholders beginning in 1998, successors toltws of directors whose term expires at
that annual meeting will be elected for three-yteams. The Company's officers are elected annt@kbgrve until each successor is elected
and qualified or until his death, resignation anowal.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

The following table sets forth certain informatiaith respect to the beneficial ownership of Comrtock as of June 8, 1998 by the
Company's directors, certain executive officers dinelctors and those executive officers as a grang,each person known by the Company
to beneficially own more than 5% of the outstand@mmon Stock.

NUMBE R OF SHARES OF PERCENT OF
NAME CO MMON STOCK COMMON STOCK
Walter Scott, Ir.(1).....cccovveeeriunenennn 1 7,686,591 12.1%
James Q. CroWe..........ccvvvvvviiieiienennns 5,666,360 3.9%
R. Douglas Bradbury... 1,277,595 *
Kevin J. O'Hara(2)...... . 878,080 *
Robert B. Daugherty.........cccccoecvveenn. - *
William L. GrewcocK(3)......cvveeeerurnnn. 5,763,707 3.9%
Charles M. Harper...........cocooecvvvvnnns 95,000 *
Richard R. Jaros(4)........ccccoeeevvvennns 1,748,749 1.2%
Robert E. Julian...........ccccceevnnnnn. 1,996,790 1.4%
David C. MCCOUrt.......ccccuveeeeiiiiieannn. 57,500 *
Kenneth E. Stinson............cccoccvveenne 365,814 *
Michael B. Yanney........cccccceeeveviennnnne 50,000 *
Directors and Executive Officers as a Group
(12 Persons) .....ccoccveeeeeiniieneenines 3 5,586,186 24.2%
Donald L. Sturm(5)......ccccvvvvvveeeenennnn. 9,186,875 6.2%

* Less than 1%.

(1) Includes 49,850 shares of Common Stock helthbySuzanne Scott Irrevocable Trust as to whichSdott shares voting and investment
powers.

(2) Includes 23,000 shares of Common Stock helldin J. O'Hara Family LTD Partnership.

(3) Includes 577,320 shares of Common Stock hel@igyvcock Family Limited Partnership. Includes B2%, shares of Common Stock held
by the Bill & Berniece Grewcock Foundation as toathMr. Grewcock shares voting and investment pswer

(4) Includes 185,000 shares of Common Stock helthéyaros Family Limited Partnership. Includes,800 shares of Common Stock held
by Mr. Jaros and 400,000 shares of Common Stogkatuio options held by a grantor trust, of which. Naros is the residual beneficiary.
"Certain Transactions and Relationships." (5) Mur@'s business address is 3033 East First Avddereyer, Colorado 80206. Based solely
on Mr. Sturm's Schedule 13-D dated May 5, 1998, 3furm owns 7,805,155 shares of Common Stock, asd/iting and investment power
with respect to 1,306,720 shares held by trustgpanitherships established for family members amefigially owns 75,000 shares as a
member of the board of directors of the Universitypenver.
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CERTAIN TRANSACTIONS AND RELATIONSHIPS

In connection with his retention as Chief Executdféicer of the Company, Mr. Crowe entered intoesigagement agreement (the
"Engagement Agreement") with the Company. UndeiBhgagement Agreement, the Company acquired fronCvtiwe, Mr. Bradbury and
an additional individual, Broadband Capital Group,.C., a company formed to develop investment oppities, for a purchase price of
$68,523, the owners' cash investment in that cosnfaursuant to the Engagement Agreement, the Coyrgrald 5,000,000 shares of Class D
Stock to Mr. Crowe and 1,250,000 shares of ClaSidak to Mr. Bradbury, in each case at $10.85 pares The Engagement Agreement
provided that the Company would make availablestde, from time to time prior to the consummatiéthe Split-Off, to certain employees
of the Company designated by Mr. Crowe in connactiith the implementation of the Business Plan §iBass Plan Employees"), up to an
aggregate of 5,250,000 shares of Class D Stock.

The Company entered into agreements with each BssiRlan Employee that provided that the Comparyrepurchase any Class D Stock
sold to the Business Plan Employee if the Busiféas Employee resigns at any time before Januat999.

On August 5, 1997, the Company purchased a jatadiiftom a company controlled by Mr. Crowe for B®illion, the price paid by the
company for the aircraft in June 1997. The Compamy Mr. Crowe have entered into an aircraft opegatase, under which Mr. Crowe
lease the aircraft for personal use at rates spddify certain Federal Aviation Administration régions. The Company anticipates that Mr.
Crowe will lease approximately 15% of the airceaéthnual flight time, and will pay the Company apgmately $70,000 per year at the
current lease rate.

The Company entered into a separation agreememtMvitJaros, a director of the Company, in conmectvith the resignation of Mr. Jaros
President of the Diversified Group effective July 3997. Under the separation agreement, the Coyrid Mr. Jaros $1.8 million on July
31, and agreed to pay Mr. Jaros the balance df9893 salary ($187,500) between August 1 and Dece81hel 997 and a bonus payment of
$262,350 when the Company made its customary exedubnus payments in 1998. The Company also adoeadend the option
agreements with Mr. Jaros with respect to the ogtto purchase 750,000 shares of Class D Stock @8 $er share granted to Mr. Jaros in
1995, and the options to purchase 250,000 shai@ks$ D Stock at $9.90 per share granted to MosJa 1996, to provide that those opti
would be fully vested on July 31, 1997, and woudcelzercisable at any time during the ten-year wrthe original option agreements.

In December 1996, the Company agreed to sell 5GsB8fes of Class D Stock to Mr. Harper, 50,000eshaf Common Stock to Mr.
Daugherty and 40,000 shares of Common Stock tdKidmit, in each case at $9.90 per share. Thos&k $torchase transactions were
consummated in March 1997.

In October 1997, the Company sold 50,000 shar€asfs D Stock to Mr. Yanney and 50,000 shares a§<D Stock to Mr. McCourt, in
each case at $10.85 per share.

In connection with the Split-Off, Level 3 and New ® entered into various agreements intended toameht the Split-Off, including a
Separation Agreement and a Tax-Sharing Agreement.

Separation Agreement. The Separation Agreementgasyor the allocation of certain risks and resoifities between New PKS and Level
3 after the Split-Off and certain other matterse Beparation Agreement provides that each of Ne® &kd Level 3 will indemnify the other
with respect to the activities of its subsidiansimess groups, except as specifically provided uotter agreements between the companies.
The cross-indemnities are intended to allocatenfifed responsibility to New PKS for liabilities aimg out of the construction businesses
formerly conducted by Level 3, and to allocate &vél 3 financial responsibility for liabilities aihg out of the non-construction businesses
conducted by Level 3. The Separation Agreementallsoates between New PKS and Level 3 certainaratp-level risk exposures not
readily allocable to either the construction busgas or the non-construction businesses.
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The Separation Agreement provides that each ofll®aad New PKS will be granted access to certadomds and information in the
possession of the other company, and requireg#udt of Level 3 and New PKS retain all such infdiamain its possession for a period of
ten years following the Split- Off. Under the Segiaon Agreement, each company is required to dieeother company prior notice of any
intention to dispose of any such information.

The Separation Agreement provides that, exceptteswise set forth therein or in any related agrestncosts and expenses in connection
with the Split-Off will be paid 82.5% by Level 3&ni7.5% by New PKS. On March 18, 1998, Level 3 ded/ PKS entered into an
amendment to the Separation Agreement that protidedNew PKS will bear substantially all of thaseenses if the Level 3 Board of
Directors determines to force conversion of alktanding Class R Stock of Level 3 on or before 18ly1998 (a "Forced Conversion
Determination"). The Level 3 Board of Directors raalich a determination and, accordingly, substinét of those expenses will be borne
by New PKS.

Tax Sharing Agreement. Level 3 and New PKS haveredtinto a tax sharing agreement (the "Tax Shakgrgement") that defines each
company's rights and obligations with respect fiicéancies and refunds of federal, state and atdres relating to operations for tax years
portions thereof) ending prior to the Split-Off anith respect to certain tax attributes of Levelri2l New PKS after the Split-Off. Under the
Tax Sharing Agreement, with respect to periodgpotions thereof) ending on or before the SPiif; Level 3 and New PKS generally will |
responsible for paying the taxes relating to s&thrns (including any subsequent adjustments iegutom the redetermination of such tax
liabilities by the applicable taxing authoritiebpat are allocable to the non-construction busiaesisthe construction business, respectively.

The Tax Sharing Agreement also provides that L8watd New PKS will indemnify the other from certé@ixes and expenses that would be
assessed on New PKS and Level 3, respectivelyeiSplit-Off were determined to be taxable, buelyaio the extent that such determination
arose out of the breach by Level 3 or New PKS,aetyely, of certain representations made to therival Revenue Service in connection
with the private letter ruling issued with respexthe Split-Off. Under the Tax Sharing Agreemdihe Split-Off were determined to be
taxable for any other reason, those taxes andicertiaer taxes associated with the Split-Off (tbget "Split-Off Taxes") would be allocated
82.5% to Level 3 and 17.5% to New PKS. The Tax iBgakgreement, however, provides that Split-Off @sxvill be allocated one-half to
each of Level 3 and New PKS if a Forced ConverBietermination is made. As a result of the Forcedv@osion Determination, the Split-
Off Taxes will be so allocated. Finally, the TaxaBihg Agreement provides, under certain circumstanfor certain liqguidated damage
payments from Level 3 to New PKS if the Split-Oférng determined to be taxable, which are intendedtapensate stockholders of New
PKS indirectly for taxes assessed upon them inghant. Those liquidated damage payments, howawereduced because of the Forced
Conversion Determination.

Mine Management Agreement. In 1992, New PKS ancL8\entered into a mine management agreementNtime Management
Agreement") pursuant to which a subsidiary of Né&¢SPKiewit Mining Group Inc. ("KMG"), provides minmanagement and related
services for Level 3's coal mining properties. dmsideration of the provision of such services, Kk&Geives a fee equal to thirty percent of
the adjusted operating income of the coal minirgpprties. The term of the Mine Management Agreeragpires on January 1, 2016.

In connection with the Split-Off, the Mine Managerthégreement was amended to provide KMG with atrajtoffer in the event that Level

3 were to determine to sell any or all of its cwd@thing properties. Under the right of offer, Le@alvould be required to offer to sell those
properties to KMG at the price that Level 3 woudebls to sell the properties to a third party. If KM@re to decline to purchase the properties
at that price, Level 3 would be free to sell thenathird party for an amount greater than or etp#at price. If Level 3 were to sell the
properties to a third party, thus terminating themé&Management Agreement, it would be requiredatyp MG an amount equal to the
discounted present value to KMG of the Mine ManagieinAgreement, determined, if necessary, by anaégadrprocess.

Construction Services. The Company is currentlgistussions regarding the engagement of a subgididdew PKS as the general
contractor of the North American Intercity Network.
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DESCRIPTION OF THE NOTES
GENERAL

The Original Notes were, and the New Notes willibsyed under the Indenture. The Indenture has filedras an exhibit to the Registration
Statement of which this Prospectus is a part. Egogses of this Description of the Notes, the t8@mmpany" refers to Level 3
Communications, Inc. and does not include its slibses except for purposes of financial data aeteed on a consolidated basis.

The following summary of certain provisions of tihneenture does not purport to be complete andhifestito, and is qualified in its entirety
by reference to, the Trust Indenture Act, and tofathe provisions of the Indenture, including thefinitions of certain terms therein and tr
terms made a part of the Indenture by referentieet@rust Indenture Act, as in effect on the dditdhne Indenture. The definitions of certain
capitalized terms used in the following summaryseeforth below under "--Certain Definitions." T@eiginal Notes and the New Notes will
be considered collectively to be a single classflopurposes under the Indenture, including wayamendments, redemptions and Offers to
Purchase. For purposes of this "Description ofNbtes," all references herein to the "Notes" shaltleemed to refer collectively to the
Original Notes and the New Notes.

The Notes will be senior unsecured obligationshef€Company, ranking pari passu in right of paymtit all existing and future senior
unsecured indebtedness of the Company, and wdeh&r in right of payment to all existing and figtindebtedness of the Company
expressly subordinated in right of payment to tleeed. As of March 31, 1998, on a pro forma baser gfiving effect to the Initial Offering,
the Company (excluding its subsidiaries) would mte had any indebtedness outstanding other tleaNdtes and intercompany
indebtedness.

Substantially all the operations of the Companycameducted through its subsidiaries and, therefbeeCompany is dependent upon cash
flow from those entities to meet its obligation&elpayment of dividends and the making of loansah@nces to the Company by its
subsidiaries are subject to various restrictiongufe debt of certain of the subsidiaries may gribhine payment of dividends or the making
loans or advances to the Company. In additionabiikty of subsidiaries of the Company to make spaliments, loans or advances to the
Company is limited by the laws of the relevantestah which such subsidiaries are organized oitéocan certain circumstances, the prior or
subsequent approval of such payments, loans onadsay such subsidiaries to the Company is redjfiicen applicable regulatory bodies or
other governmental entities. The Company's sub#diavill have no direct obligation to pay amoudtg on the Notes and will have no
obligation to guarantee the Notes. As a resultNbies effectively will be subordinated to all diig and future indebtedness and other
liabilities of the Company's subsidiaries (incluglitnade payables). As of March 31, 1998, the tfoéddnce sheet liabilities of the Company's
subsidiaries were approximately $141 million inebtedness, of which approximately $141 millionrideébtedness was secured by the assets
of the borrowing subsidiaries, and $554 milliorother liabilities. The Indenture permits the Compand its subsidiaries to incur substantial
amounts of additional debt and other liabilitiegsliding in connection with the implementation lné Business Plan. Any rights of the
Company and its creditors, including the holderblofes, to participate in the assets of any ofGbmpany's subsidiaries upon any liquida
or reorganization of any such subsidiary will b&jeat to the prior claims of that subsidiary's d@w (including trade creditors). See "Risk
Factors--Holding Company Structure; Effective Swlimation of the Notes" and "--Leverage and Debviger"

PRINCIPAL, MATURITY AND INTEREST

The Notes are limited in aggregate principal amaor$i2.0 billion and will mature on May 1, 2008tdrest on the Notes will accrue at the
of 9 1/8% per annum from April 28, 1998, or frone timost recent date to which interest has been aadlwill be payable in cash
semiannually in arrears on May 1 and November hmaencing November 1, 1998, to the persons whoegistered holders of the Notes at
the close of business on the preceding April 18&aober 15, as the case may be. Interest will lngpeded on the basis of a 360-day year
comprised of twelve 30-day months.
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Principal of, premium, if any, and interest on Mates will be payable, and the Notes may be exadiog transferred, at the office or agency
of the Company, which, unless otherwise providedheyCompany, will be the offices of the Trusteéthfe option of the Company, interest
may be paid by check mailed to the registered hsldetheir registered addresses. The Notes wikfaged without coupons and in fully
registered form only, in minimum denominations &fG0 and integral multiples thereof. The Noted bélissued only against payment in
immediately available funds. No service charge béllmade for any registration of transfer or exgfeanf the Notes, but the Company may
require payment of a sum sufficient to cover aapsfer tax or other similar governmental chargeapleyin connection therewith.

The interest rate on the Notes is subject to irsEréathe circumstances (such additional interesstgoreferred to as "Special Interest”)
described under "Registration Rights." All referenterein to interest on the Notes shall includd Special Interest, if appropriate. If the
Exchange Offer is consummated on the terms andnititle period contemplated by this Prospectus, pecial Interest will be payable. The
New Notes will not contain any provisions regardihg payment of Special Intere

BOOK-ENTRY SYSTEM

The Notes will initially be issued in the form ofdbal Securities held in book-entry form. The Notél be deposited with the Trustee as
custodian for the Depository, and the Depositorigsonominee will initially be the sole registeredlder of the Notes for all purposes under
the Indenture. Except as set forth below, a Gl&ealurity may not be transferred except as a whotéd Depository to a nominee of the
Depository or by a nominee of the Depository toDepository.

Upon the issuance of a Global Security, the Depositr its nominee will credit, on its internal $s®, the accounts of persons holding
through it with the respective principal amountsh#f individual beneficial interest representedsbgh Global Security purchased by such
persons in this Offering. Such accounts shallatitibe designated by the Initial Purchasers wétspect to Notes placed by the Initial
Purchasers for the Company. Ownership of beneficiatests in a Global Security will be limitedgersons that have accounts with the
Depository ("participants™) or persons that maydhioterests through participants. Ownership of fieia interests by participants in a Glol
Security will be shown on, and the transfer of thahership interest will be effected only througdgords maintained by the Depository or its
nominee for such Global Security. Ownership of lfiers interests in such Global Security by perstrat hold through participants will be
shown on, and the transfer of that ownership istaréthin such participant will be effected onlydhgh, records maintained by such
participant. The laws of some jurisdictions reqirat certain purchasers of securities take phidilavery of such securities in definitive
form. Such limits and such laws may impair theibtb transfer beneficial interests in a GlobatGdty.

Payment of principal, premium, if any, and inte@stNotes represented by any such Global Secuiitp@made to the Depository or its
nominee, as the case may be, as the sole registerezl and the sole holder of the Notes represahtadby for all purposes under the
Indenture. None of the Company, the Trustee, aeytagf the Company or the Initial Purchasers wal'é any responsibility or liability for
any aspect of the Depository's reports relatingrtpayments made on account of beneficial ownerisitgpests in a Global Security
representing any Notes or for maintaining, sup@misr reviewing any of the Depository's recordatirg to such beneficial ownership
interests.

The Company has been advised by the Depositoryfitat receipt of any payment of principal of, premij if any, or interest on any Global
Security, the Depository will immediately credit) iis book-entry registration and transfer systira,accounts of participants with payments
in amounts proportionate to their respective beiafinterests in the principal or face amountwéls Global Security, as shown on the
records of the Depository. The Company expectsghgients by participants to owners of beneficitdriests in a Global Security held
through such participants will be governed by siiagéhstructions and customary practices as is thmacase with securities held for custo
accounts registered in "street name" and will lgestble responsibility of such participants.
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So long as the Depository or its nominee is thésteged owner or holder of such Global Securitg, Brepository or such nominee, as the case
may be, will be considered the sole owner or hotdehe Notes represented by such Global Secuwityhfe purposes of receiving payment on
the Notes, receiving notices and for all other pggs under the Indenture and the Notes. Benefiit@iests in the Notes will be evidenced
only by, and transfers thereof will be effectedyathirough, records maintained by the Depository ismdarticipants. Except as provided
above, owners of beneficial interests in a Gloleadusity will not be entitled to receive physicalidery of certificated Notes in definitive

form and will not be considered the holders of sGdbbal Security for any purposes under the Indentéiccordingly, each person owning a
beneficial interest in a Global Security must refythe procedures of the Depository and, if suekgreis not a participant, on the procedures
of the participant through which such person ovtsmniterest, to exercise any rights of a holderauride Indenture. The Company understi
that under existing industry practices, in the ¢vkat the Company requests any action of holdetlsad an owner of a beneficial interest in a
Global Security desires to give or take any actiwi a holder is entitled to give or take underlttdenture, the Depository would authorize
the participants holding the relevant beneficiédiast to give or take such action, and such ppatits would authorize beneficial owners
owning through such participants to give or takehsaction or would otherwise act upon the instargiof beneficial owners owning through
them.

The Depository has advised the Company that ittaile any action permitted to be taken by a haddi&totes only at the direction of one or
more participants to whose account with the Depoginterests in the Global Security are credited anly in respect of such portion of the
aggregate principal amount of the Notes as to whiath participant or participants has or have gauarh direction.

Although the Depository has agreed to the foregpimmgedures in order to facilitate transfers o#iiasts in Global Securities among
participants of the Depository, it is under no ghtion to perform or continue to perform such pouees, and such procedures may be
discontinued at any time. None of the Company;Tthestee, any agent of the Company or the InitiatRasers will have any responsibility
for the performance by the Depository or its pgvtiats or indirect participants of their respeciligations under the rules and procedures
governing their operations.

The Depository has advised the Company that thegiepy is a limited- purpose trust company orgadiznder the Banking Law of the
State of New York, a "banking organization" withire meaning of New York Banking Law, a member ef Bederal Reserve System, a
"clearing corporation” within the meaning of theviN¥ork Uniform Commercial Code and a "clearing agerregistered under the Exchange
Act. The Depository was created to hold the seegribf its participants and to facilitate the ciare and settlement of securities transactions
among its participants in such securities throughteonic book-entry changes in accounts of théigpants, thereby eliminating the need for
physical movement of securities certificates. Tp@sitory's participants include securities brokers dealers (including the Initial
Purchasers), banks, trust companies, clearing catipos and certain other organizations, some afrwfand/or their representatives) own
Depository. Access to the Depository's book-enystesm is also available to others, such as bamig&ebs, dealers and trust companies that
clear through or maintain a custodial relationshiih a participant, either directly or indirectly.

CERTIFICATED NOTES

Notes represented by a Global Security are excladmgéor certificated Notes only if (i) the Depasit notifies the Company that it

unwilling or unable to continue as a depositorydoch Global Security or if at any time the Depmsitceases to be a clearing agency
registered under the Exchange Act, and a succdsgaossitory is not appointed by the Company wittirdays, (ii) the Company executes i
delivers to the Trustee a notice that such Glolealu8ty shall be so transferable, registrable atwth@ngeable, and such transfer shall be
registrable or (iii) there shall have occurred drdcontinuing an Event of Default or an event whigith the giving of notice or lapse of time,
or both, would constitute an Event of Default wi#ispect to the Notes represented by such GlobairiBedAny Global Security that is
exchangeable for certificated Notes pursuant tgteeeding sentence will be transferred to, antrerged and exchanged for, certificated
Notes in
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authorized denominations and registered in suchesaas the Depository or its nominee holding sudb&lSecurity may direct. Subject to
the foregoing, a Global Security is not exchangeadkcept for a Global Security of like denominatio be registered in the name of the
Depository or its nominee. In the event that a @l&ecurity becomes exchangeable for certificatetb$|

(i) certificated Notes will be issued only in fultggistered form in denominations of $1,000 orgné multiples thereof, (ii) payment of
principal, premium, if any, and interest on thetiieated Notes will be payable, and the transfiethe certificated Notes will be registrable, at
the office or agency of the Company maintainedsfarh purposes and (iii) no service charge will laglenfor any issuance of the certificated
Notes, although the Company may require paymeatsefm sufficient to cover any tax or governmenti@rge imposed in connecti
therewith. In addition, such certificates will beébhe legend referred to under "Notice to Investors"

(unless the Company determines otherwise in acoosd@ith applicable law) subject, with respectuotsNotes, to the provisions of such
legend.

OPTIONAL REDEMPTION

The Notes will be subject to redemption at theaptf the Company, in whole or in part, at any tionédrom time to time on or after May 1,
2003, upon not less than 30 nor more than 60 gaigs'notice, at the redemption prices set fortlowe plus accrued and unpaid interest
thereon (if any) to the redemption date (subjet¢héoright of holders of record on the relevantrdadate to receive interest due on the
relevant interest payment date), if redeemed dutiegwelve months beginning May 1, of the yeadidated below:

YEAR REDEMPTION PRICE
2003 i ———— 104.563%
2004 i ———— 103.042%
2005, i 101.521%
2006 and thereafter..........cccoevvvvvvveveeee. L 100.000%

In addition, at any time or from time to time priorMay 1, 2001, the Company may redeem up to 3b&beooriginal aggregate principal
amount of the Notes at a redemption price equabDf125% of the principal amount of the Notes steesned, plus accrued and unpaid
interest thereon (if any) to the redemption datbject to the right of holders of record on theevaint record date to receive interest due o
relevant interest payment date), with the net gasbeeds of one or more private placements to Bermsiher than Affiliates of the Company
or underwritten public offerings of Common Stocklleé Company resulting in gross proceeds of at BRE30 million in the aggregate;
provided that at least 65% of the original aggregaincipal amount of the Notes would remain ounsiiag immediately after giving effect to
such redemption. Any such redemption shall be métien 90 days of such private placement or pubffering upon not less than 30 nor
more than 60 days' prior notice.

MANDATORY REDEMPTION

Except as set forth under "--Certain Covenants-nghaf Control Triggering Event" and "--Limitatiam Asset Dispositions," the Company
is not required to make mandatory redemption paysnensinking fund payments with respect to theddot

CERTAIN COVENANTS
The Indenture contains, among others, the folloveimgenants:

Limitation on Consolidated Debt. (a) The Companymat, and may not permit any Restricted Subsidiayglirectly or indirectly, Incur any
Debt, unless, after giving pro forma effect to strturrence and the receipt and application ofrtteproceeds thereof, no Default or Ever
Default would occur as a consequence of such laoagr or be continuing following such Incurrence aitlder (i) the ratio of (A) the
aggregate consolidated principal amount (or, inciee of Debt issued at a discount, the then- Aedréalue) of Debt of the Company
outstanding as of the most recent available guarbeérannual balance sheet, after giving pro foeffact to the Incurrence of such Debt and
any other Debt Incurred or repaid since such balaheet date and the
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receipt and application of the net proceeds thetedB) Consolidated Cash Flow Available for Fixedarges for the four full fiscal quarters
next preceding the Incurrence of such Debt for Witiensolidated financial statements are availatdelld be less than 5.0 to 1.0, or (ii) the
Company's Consolidated Capital Ratio as of the measint available quarterly or annual balance sladtet giving pro forma effect to (x) the
Incurrence of such Debt and any other Debt Incuoregpaid since such balance sheet date, (ysthmnce of any Capital Stock (other than
Disqualified Stock) of the Company since such bedasheet date, including the issuance of any Qegtibek to be issued concurrently with
the Incurrence of such Debt, and (z) the receigtapplication of the net proceeds of such Debtapital Stock, as the case may be, is less
than 2.25 to 1.0.

(b) Notwithstanding the foregoing limitation, th@@pany or any Restricted Subsidiary may Incur arg/all of the following (each of which
shall be given independent effect):

(i) Debt under the Notes, the Indenture or any i#etl Subsidiary Guarantee;

(i) Debt under Credit Facilities in an aggregategpal amount outstanding or available (togethih all refinancing Debt outstanding or
available pursuant to clause (viii) below in reggEfdDebt previously Incurred pursuant to this slauii)) at any one time not to exceed the
greater of (x) $750 million, which amount shallfermanently reduced by the amount of Net Availdleceeds used to repay Debt undel
Credit Facilities, and not reinvested in Telecomioations/IS Assets or used to purchase Notes @yrether Debt, pursuant to and as
permitted by the covenant described under "--Litittaon Asset Dispositions", and (y) 85% of thegitlie Receivables;

(iii) Purchase Money Debt, provided that the amafrduch Purchase Money Debt does not exceed 10@5¢ cost of the construction,
installation, acquisition, lease, development goriovement of the applicable Telecommunications/sSeis;

(iv) Subordinated Debt of the Company; providedyéeer, that the aggregate principal amount of §deht, together with any other
outstanding Debt Incurred pursuant to this claige ghall not exceed $500 million at any one tifwdich amount shall be permanently
reduced by the amount of Net Available Proceedd tseepay Subordinated Debt of the Company, andaiavested in
Telecommunications/IS Assets or used to purchasesd\w repay other Debt, pursuant to the covenesitribed under "--Limitation on Asset
Dispositions"), except to the extent such Debticess of $500 million (A) is subordinated to at@t Debt of the Company other than Debt
Incurred pursuant to this clause (iv) in excessumh $500 million limitation, (B) does not provifte the payment of cash interest on such
Debt prior to the Stated Maturity of the Notes 6y (1) does not provide for payments of principbsuch Debt at stated maturity or by way
of a sinking fund applicable thereto or by way oy anandatory redemption, defeasance, retirememgpurchase thereof by the Company
(including any redemption, retirement or repurchabkeh is contingent upon events or circumstanbasexcluding any retirement required
by virtue of the acceleration of any payment wibkgect to such Debt upon any event of default timgler), in each case on or prior to the
Stated Maturity of the Notes, and (2) does not jiteredemption or other retirement (including punst an offer to purchase made by the
Company) of such Debt at the option of the holtlereof on or prior to the Stated Maturity of theté&gn

(v) Debt outstanding on the Issue Date;

(vi) Debt owed by the Company to any Restrictedskiiary of the Company or Debt owed by a Restri@atsidiary of the Company to the
Company or a Restricted Subsidiary of the Comppryyided, however, that (x) upon the transfer, ayance or other disposition by such
Restricted Subsidiary or the Company of any Delgesanitted to a Person other than the Company athan Restricted Subsidiary of the
Company or (y) if for any reason such Restrictedsgliary ceases to be a Restricted Subsidiarypithnésions of this clause (vi) shall no
longer be applicable to such Debt and such Delitlsbaleemed to have been Incurred by the iss@eedi at the time of such transfer,
conveyance or other disposition or when such ResttiSubsidiary ceases to be a Restricted Subgidiar

(vii) Debt Incurred by a Person prior to the tindg §uch Person became a Restricted Subsidiarysy&) Person merges into or consolidates
with a Restricted Subsidiary or (C) another RedSubsidiary

79



merges into or consolidates with such Person fiarssaction in which such Person becomes a Restriubsidiary), which Debt was not
Incurred in anticipation of such transaction and watstanding prior to such transaction;

(viii) Debt Incurred to renew, extend, refinancefahse, repay, prepay, repurchase, redeem, estzbange or refund (each, a "refinancing")
Debt Incurred pursuant to clause (i), (i), (iiy) or (vii) of this paragraph (b) or this clausif, in an aggregate principal amount (or if iss

at a discount, the then- Accreted Value) not teeericthe aggregate principal amount (or if issueddiscount, the then-Accreted Value) of
and accrued interest on the Debt so refinancedtpiuamount of any premium required to be paidimnection with such refinancing
pursuant to the terms of the Debt so refinanceti@amount of any premium reasonably determinethéyoard of directors of the Company
as necessary to accomplish such refinancing by snefaa tender offer or privately negotiated repassh plus the expenses of the Company
Incurred in connection with such refinancing; paed, however, that (A) the refinancing Debt shatllme senior in right of payment to the
Debt that is being refinanced and (B) in the cdsang refinancing of Debt Incurred pursuant to skagi), (v) or (vii) or, if such Debt
previously refinanced Debt Incurred pursuant to sumh clause, this clause (viii), the refinancirgbbby its terms, or by the terms of any
agreement or instrument pursuant to which such Beabsued, (x) does not provide for payments ofgipal of such Debt at stated maturity
or by way of a sinking fund applicable thereto gmmy of any mandatory redemption, defeasanceemtnt or repurchase thereof by the
Company (including any redemption, retirement @urehase which is contingent upon events or cirtantes, but excluding any retirement
required by virtue of the acceleration of any paghwith respect to such Debt upon any event ofdethereunder), in each case prior to the
time the same are required by the terms of the Beiog refinanced and (y) does not permit redemptioother retirement (including
pursuant to an offer to purchase made by the Coppdrsuch Debt at the option of the holder themggidr to the time the same are required
by the terms of the Debt being refinanced, othantlin the case of clause (x) or (y), any such gaytnredemption or other retirement
(including pursuant to an offer to purchase madélbyCompany) which is conditioned upon a changmafrol pursuant to provisions
substantially similar to those described underHafge of Control Triggering Event";

(ix) Debt (A) in respect of performance, suretyappeal bonds, Guarantees, letters of credit otm@isement obligations Incurred or provic
in the ordinary course of business securing théopaance of contractual, franchise, lease, selftiasce or license obligations and not in
connection with the Incurrence of Debt or (B) ispect of customary agreements providing for indéoation, adjustment of purchase price
after closing, or similar obligations, or from Gaatees or letters of credit, surety bonds or paréorce bonds securing any such obligatior
the Company or any of its Restricted Subsidiarigsgant to such agreements, Incurred in conneutitinthe disposition of any business,
assets or Restricted Subsidiary of the Companye(dttan Guarantees of Indebtedness Incurred byParson acquiring all or any portion of
such business, assets or Restricted Subsidiahedtdompany for the purpose of financing such adipi$ and in an aggregate principal
amount not to exceed the gross proceeds actualiyved by the Company or any Restricted Subsidraopnnection with such disposition;

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

(xi) Debt not otherwise permitted to be Incurredsuant to clauses (i) through (x) above, whichetbgr with any other outstanding Debt
Incurred pursuant to this clause (xi), has an agggeeprincipal amount not in excess of $50 milkrany time outstanding.

Notwithstanding any other provision of th--Limitation on Consolidated Debt" covenant, theximaum amount of Debt that the Company or
a Restricted Subsidiary may Incur pursuant to'thismitation on Consolidated Debt" covenant shall betdeemed to be exceeded due s
to the result of fluctuations in the exchange rafesurrencies.

For purposes of determining any particular amo@ifiebt under this "-- Limitation on Consolidatedli¥ecovenant, (1) Guarantees, Liens or
obligations with respect to letters of credit suping Debt otherwise
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included in the determination of such particulaoamt shall not be included and (2) any Liens grdufive the benefit of the Notes pursuant to
the equal and ratable provisions referred to in'tHaémitation on Liens" covenant described beldwalt not be treated as Debt. For purposes
of determining compliance with this "--LimitatiomdConsolidated Debt" covenant, in the event thatean of Debt meets the criteria of more
than one of the types of Debt described in the altauses, the Company, in its sole discretiorl| skessify such item of Debt and only be
required to include the amount and type of suchtrebne of such clauses.

Limitation on Debt of Restricted Subsidiaries. T@mpany may not permit any Restricted Subsidiaay ifinot a Guarantor to Incur any
Debt except any and all of the following (each diieth shall be given independent effect):

(i) Restricted Subsidiary Guarantees;
(i) Debt outstanding on the Issue Date;

(iii) Debt of Restricted Subsidiaries under Crdelicilities permitted to be Incurred pursuant task(ii) of paragraph (b) of "--Limitation on
Consolidated Debt";

(iv) Purchase Money Debt of Restricted Subsidigpesnitted to be Incurred pursuant to clausedfiiparagraph (b) of "--Limitation on
Consolidated Debt";

(v) Debt owed by a Restricted Subsidiary to the @any or a Restricted Subsidiary of the Company fggdto be Incurred pursuant to
clause (vi) of paragraph (b) of "--Limitation on @wlidated Debt";

(vi) Debt of Restricted Subsidiaries consisting?efmitted Interest Rate or Currency Protection Agrents permitted to be Incurred pursuant
to clause (x) of paragraph (b) of "--Limitation @onsolidated Debt";

(vii) Debt of Restricted Subsidiaries permittecomIncurred under clause (vii) of paragraph (b)-dfimitation on Consolidated Debt";

(viii) Debt of Restricted Subsidiaries permittedo® Incurred under clause (ix) or (xi) of paragréphof "--Limitation on Consolidated Debi
and

(ix) Debt which is Incurred to refinance any DebadRestricted Subsidiary permitted to be Incupadsuant to clauses (i), (i), (iii),

(iv) and (vii) of this paragraph or this clause)(ix an aggregate principal amount (or if issued discount, the then-Accreted Value) not to
exceed the aggregate principal amount (or if issueddiscount, the then-Accreted Value) of thetBelrefinanced, plus the amount of any
premium required to be paid in connection with stefinancing pursuant to the terms of the Debtedimanced or the amount of any premi
reasonably determined by the board of directoth®Company as necessary to accomplish such refirgaby means of a tender offer or
privately negotiated repurchase, plus the amouekpénses of the Company and the applicable Restrubsidiary Incurred in connection
therewith; provided, however, that, in the casarof refinancing of Debt Incurred pursuant to clafils€ii) or (vii) or, if such Debt previousl
refinanced Debt Incurred pursuant to any such elatinés clause (ix), the refinancing Debt by itsrts, or by the terms of any agreement or
instrument pursuant to which such Debt is Incur(gjidoes not provide for payments of principathe stated maturity of such Debt or by
way of a sinking fund applicable to such Debt omay of any mandatory redemption, defeasanceemtnt or repurchase of such Debt by
the Company or any Restricted Subsidiary (including redemption, retirement or repurchase whidoigingent upon events or
circumstances, but excluding any retirement reguinevirtue of acceleration of such Debt upon aan¢wf default thereunder), in each case
prior to the time the same are required by the $eshithe Debt being refinanced and (y) does nanjigedemption or other retirement
(including pursuant to an offer to purchase madébyCompany or a Restricted Subsidiary) of sucbt@ethe option of the holder thereof
prior to the stated maturity of the Debt beingrreficed, other than, in the case of clause (x))paty such payment, redemption or other
retirement (including pursuant to an offer to pasd made by the Company or a Restricted Subsididrigh is conditioned upon the change
of control of the Company pursuant to provisiongstantially similar to those contained in the Intdea described under Ghange of Contr
Triggering Event."
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Notwithstanding any other provision of th--Limitation on Debt of Restricted SubsidiariesVeaant, the maximum amount of Debt that a
Restricted Subsidiary may Incur pursuant to thikifritation on Debt of Restricted Subsidiaries" coaat shall not be deemed to be exce:
due solely as the result of fluctuations in thehaxwye rates of currencies.

For purposes of determining any particular amotiiebt under this "-- Limitation on Debt of Restdd Subsidiaries" covenant, Guarantees,
Liens or obligations with respect to letters ofditsupporting Debt otherwise included in the deieation of such particular amount shall

be included. For purposes of determining compliamite this "--Limitation on Debt of Restricted Sudigries" covenant, in the event that an
item of Debt meets the criteria of more than ontheftypes of Debt described in the above claubesCompany, in its sole discretion, shall
classify such item of Debt and only be requirethtdude the amount and type of such Debt in onguch clauses.

Limitation on Restricted Payments. (a) The Comp@nyay not, and may not permit any Restricted 8lilsy to, directly or indirectly,
declare or pay any dividend, or make any distridntin respect of its Capital Stock or to the haddbereof, excluding any dividends or
distributions which are made solely to the Compang Restricted Subsidiary (and, if such Restri@absidiary is not a Wholly Owned
Subsidiary, to the other stockholders of such Raett Subsidiary on a pro rata basis or on a lihaisresults in the receipt by the Compan
a Restricted Subsidiary of dividends or distribns®f greater value than it would receive on arpta basis) or any dividends or distributions
payable solely in shares of Capital Stock of thenBany (other than Disqualified Stock) or in optiowarrants or other rights to acquire
Capital Stock of the Company (other than DisquedifStock); (i) may not, and may not permit anytReted Subsidiary to, purchase,
redeem, or otherwise retire or acquire for valyeafyy Capital Stock of the Company or any Restli&absidiary of the Company or (y) any
options, warrants or rights to purchase or acqgheres of Capital Stock of the Company or any Réstr Subsidiary or any securities
convertible or exchangeable into shares of Cafitatk of the Company or any Restricted Subsidiaxgept, in any such case, any such
purchase, redemption or retirement or acquisitmrvalue (A) paid to the Company or a Restricteds&tiary (or, in the case of any such
purchase, redemption or other retirement or adipisior value with respect to a Restricted Sulasigihat is not a Wholly Owned
Subsidiary, to the other stockholders of such Raett Subsidiary on a pro rata basis or on a libaisresults in the receipt by the Compan
a Restricted Subsidiary of payments of greaterevsétian it would receive on a pro rata basis) orp@y solely in shares of Capital Stock
(other than Disqualified Stock) of the Companyi) filay not make, or permit any Restricted Subsjdiarmake, any Investment (other than
an Investment in the Company or a Restricted Sidrgidr a Permitted Investment) in any Person udiclg the Designation of any Restric
Subsidiary as an Unrestricted Subsidiary, or theoRation of any such Designation, according todivenant described under "--Limitation
on Designations of Unrestricted Subsidiaries"; (hgy not, and may not permit any Restricted Subsidb, redeem, defease, repurchase,
retire or otherwise acquire or retire for valuappto any scheduled maturity, repayment or sinkinmgd payment, Debt of the Company wh
is subordinate in right of payment to the Notesi€¢othan any redemption, defeasance, repurchasentent or other acquisition or retirem
for value made in anticipation of satisfying a sttled maturity, repayment or sinking fund obligatitue within one year thereof); and (v)
may not, and may not permit any Restricted Subsid@ issue, transfer, convey, sell or otherwispadse of Capital Stock of any Restricted
Subsidiary to a Person other than the Company athan Restricted Subsidiary if the result theresahiat such Restricted Subsidiary shall
cease to be a Restricted Subsidiary, in which etenamount of such "Restricted Payment" shalhleeRair Market Value of the remaining
interest, if any, in such former Restricted Sulasigiheld by the Company and the other RestrictdabiBiaries (each of clauses (i) through
(v) being a "Restricted Payment") if: (1) an EvehDefault, or an event that with the passing widior the giving of notice, or both, would
constitute an Event of Default, shall have occuamrd be continuing, or (2) upon giving effect talsiRestricted Payment, the Company c
not Incur at least $1.00 of additional Debt pursuarihe terms of the Indenture described in paplgi(a) of "--Limitation on Consolidated
Debt" above, or

(3) upon giving effect to such Restricted Paym#d,aggregate of all Restricted Payments made aftarthe Issue Date, including
Restricted Payments made pursuant to clause (f)af the proviso at the end of this sentence, Radnitted Investments made on or after
the Issue Date pursuant to clause (i) or (j) of the
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definition thereof (the amount of any such RestddPayment or Permitted Investment, if made otiem tn cash, to be based upon Fair
Market Value) exceeds the sum of: (a) 50% of cutiudaConsolidated Net Income (or, in the case @misolidated Net Income shall be
negative, 100% of such negative amount) sincernhleoéthe last full fiscal quarter prior to theussDate through the last day of the last full
fiscal quarter ending at least 45 days prior todate of such Restricted Payment and (b) plusiercase of any Revocation made after the
Issue Date, an amount equal to the lesser of thtmpdproportionate to the Company's equity inséfa the Subsidiary to which such
Revocation relates) of the Fair Market Value of tle¢ assets of such Subsidiary at the time of Retimt and the amount of Investments
previously made (and treated as a Restricted Paytgthe Company or any Restricted SubsidiaryuichsSubsidiary; provided, however,
that the Company or a Restricted Subsidiary oGbmpany may, without regard to the limitations limuse (3) but subject to clauses (1) and
(2), make (A) Restricted Payments in an aggregateuat not to exceed the sum of $50 million andabgregate net cash proceeds received
after the Issue Date (i) as capital contributianthe Company, from the issuance (other than totsifiary or an employee stock ownership
plan or trust established by the Company or ani Subsidiary for the benefit of their employeesiafital Stock (other than Disqualified
Stock) of the Company, and (ii) from the issuanceade of Debt of the Company or any Restricteds®liéry (other than to a Subsidiary, the
Company or an employee stock ownership plan ot &sisblished by the Company or any such Subsifimrthe benefit of their employees)
that after the Issue Date has been converted imt@ahanged for Capital Stock (other than DisqieifStock) of the Company and (B)
Investments in Persons engaged in the TelecomntionisdS Business in an aggregate amount not teexkthe after-tax gain on the sale,
after the Issue Date, of Special Assets to thenesi@d for cash, Cash Equivalents, TelecommurtnatlS Assets or the assumption of Debt
of the Company or any Restricted Subsidiary (othan Debt that is subordinated to the Notes oragpficable Restricted Subsidiary
Guarantee) and release of the Company and alliRestiSubsidiaries from all liability on the Delsisamed. The aggregate net cash proceed:
referred to in the immediately preceding clausegiYand (A)(ii) shall not be utilized to make Rested Payments pursuant to such claust
the extent such proceeds have been utilized to makaitted Investments under clause (i) of thenitédn of "Permitted Investments."”

(b) Notwithstanding the foregoing limitation, (le¢ Company may pay any dividend on Capital Stockngfclass of the Company within 60
days after the declaration thereof if, on the adaten the dividend was declared, the Company coaNe fpaid such dividend in accordance
with the foregoing provisions; provided, howevéittat the time of such payment of such dividedptmer Event of Default shall have
occurred and be continuing (or result therefroni)tife Company may repurchase any shares of itar@on Stock or options to acquire its
Common Stock from Persons who were formerly dinegtofficers or employees of the Company or anigsoSubsidiaries or other Affiliates
in an amount not to exceed $3 million in any 12-thqueriod;

(iii) the Company and any Restricted Subsidiary medinance any Debt otherwise permitted by claw§g ¢f paragraph (b) under "--
Limitation on Consolidated Debt" above or claus® @inder "--Limitation on Debt of Restricted Subaiies" above; (iv) the Company and
any Restricted Subsidiary may retire or repurclaaseCapital Stock of the Company or of any Restd@ubsidiary or any Subordinated C
of the Company in exchange for, or out of the pediseof the substantially concurrent sale (othan tbaa Subsidiary of the Company or an
employee stock ownership plan or trust establighethe Company or any such Subsidiary for the beoktheir employees) of, Capital
Stock (other than Disqualified Stock) of the Comparovided that the proceeds from any such exobhangale of Capital Stock shall be
excluded from any calculation pursuant to clausgi)An the proviso at the end of paragraph (a)v&bor pursuant to clause (b) of the
definition of "Invested Capital"; and (v) the Conmyamay pay cash dividends in any amount not in &xcé $50 million in any 12-month
period in respect of Preferred Stock of the Compatiyer than Disqualified Stock). The RestrictegiRants described in the foregoing
clauses (i), (ii) and (v) shall be included in ttsdculation of Restricted Payments; the Restri€tagments described in clauses (iii) and (iv)
shall be excluded in the calculation of Restridéagyments.

Limitation on Dividend and Other Payment Restristid\ffecting Restricted Subsidiaries. (a) The Conyp@ay not, and may not permit any
Restricted Subsidiary to, directly or indirectlyeate or otherwise cause or suffer to exist or imeceffective any consensual encumbrance or
restriction (other than pursuant to law or
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regulation) on the ability of any Restricted Suleig (i) to pay dividends (in cash or otherwiseynmake any other distributions in respect of
its Capital Stock owned by the Company or any oRestricted Subsidiary or pay any Debt or otheigaltion owed to the Company or any
other Restricted Subsidiary, (ii) to make loanadvances to the Company or any other Restrictedi@iaby or (iii) to transfer any of its
Property to the Company or any other RestrictecsBiidry.

(b) Notwithstanding the foregoing limitation, the@pany may, and may permit any Restricted Subsidiarcreate or otherwise cause or
suffer to exist (i) any encumbrance or restricfpomsuant to any agreement in effect on the Issue, g any customary (as conclusively
determined in good faith by the Chief Financiali€df of the Company) encumbrance or restrictiorlieaple to a Restricted Subsidiary that
is contained in an agreement or instrument govgrairelating to Debt contained in any Credit Hte# or Purchase Money Debt, provided
that such encumbrances and restrictions permiigigbution of funds to the Company in an amouwifisient for the Company to make the
timely payment of interest, premium (if any) anéhpipal (whether at stated maturity, by way ofskéig fund applicable thereto, by way of
any mandatory redemption, defeasance, retiremeamipoirchase thereof, including upon the occurreficesignated events or circumstances
or by virtue of acceleration upon an event of ditfaw by way of redemption or retirement at theiop of the holder of the Debt, including
pursuant to offers to purchase) according to thregef the Indenture and the Notes and other Dlitis solely an obligation of the
Company, but provided further that such agreemeyt nevertheless contain customary (as so deternimadvorth, leverage, invested
capital and other financial covenants, customasys(adetermined) covenants regarding the mergar sdle of all or any substantial part of
the assets of the Company or any Restricted Sapgjdiustomary (as so determined) restrictionsamsactions with affiliates and customary
(as so determined) subordination provisions gowgriiebt owed to the Company or any Restricted Slidi

(iif) any encumbrance or restriction pursuant tagreement relating to any Acquired Debt, whichuanlorance or restriction is not applica

to any Person, or the properties or assets of argoR, other than the Person so acquired, (ivieaeymbrance or restriction pursuant to an
agreement effecting a refinancing of Debt Incupadsuant to an agreement referred to in clauséifipr (iii) of this paragraph (b), provide
however, that the provisions contained in suchegent relating to such encumbrance or restrictiena more restrictive (as so determined)
in any material respect than the provisions coertiin the agreement the subject thereof, (v) irctee of clause (iii) of paragraph (a) above,
any encumbrance or restriction contained in anyrtycagreement (including a Capital Lease Obligatisecuring Debt of the Company or a
Restricted Subsidiary otherwise permitted undeiridenture, but only to the extent such restricicgstrict the transfer of the Property
subject to such security agreement, (vi) in the adsclause (i) of paragraph (a) above, custonmoyisions (A) that restrict the subletting,
assignment or transfer of any Property that isaadelicense, conveyance or similar contract, (Bfained in asset sale or other asset
disposition agreements limiting the transfer of Bmeperty being sold or disposed of pending thsietpof such sale or disposition or (C)
arising or agreed to in the ordinary course of hess, not relating to any Debt, and that do ndiyidually or in the aggregate, detract from
the value of Property of the Company or any ReswiSubsidiary in any manner material to the Compmarany Restricted Subsidiary, (vii)
any encumbrance or restriction with respect to stited Subsidiary imposed pursuant to an agreemieich has been entered into for the
sale or disposition of all or substantially alltbé Capital Stock or Property of such RestrictedsRliary, provided that the consummation of
such transaction would not result in a DefaultroEaent of Default, that such restriction termirsafesuch transaction is abandoned and that
the consummation or abandonment of such transastiomrs within one year of the date such agreemaatentered into, and (viii) any
encumbrance or restriction pursuant to the Inderdmd the Notes.

Limitation on Liens. The Company may not, and maypermit any Restricted Subsidiary to, directlyiratirectly, Incur or suffer to exist any
Lien on or with respect to any Property now ownedaguired after the Issue Date to secure any gbbut making, or causing such
Restricted Subsidiary to make, effective providimnsecuring the Notes (x) equally and ratably veitith Debt as to such Property for so long
as such Debt will be so secured or (y) in the esanh Debt is Debt of the Company or a Guarantachnis subordinate in right of payment

to the Notes or the applicable Restricted Subsgidiurarantee, prior to such Debt as to such Propertyo long as such Debt will be so
secured.
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The foregoing restrictions shall not apply to:L#ns existing on the Issue Date and securing Detsttanding on the Issue Date or Incurred
on or after the Issue Date pursuant to any Creatitlify to secure Debt permitted to be Incurredspant to clause (ii) of paragraph (b) under
"--Limitation on Consolidated Debt"; (ii) Liens sging Debt in an amount which, together with thgragate amount of Debt then
outstanding or available under all Credit Faciit{eogether with all refinancing Debt then outsiagcdr available pursuant to clause (viii) of
paragraph (b) of "--Limitation on Consolidated Deibtrespect of Debt previously Incurred under Grédcilities), does not exceed 1.5 times
the Company's Consolidated Cash Flow Availabld-figed Charges for the four full fiscal quartersqa®ing the Incurrence of such Lien for
which the Company's consolidated financial statémare available, determined on a pro forma basissauch Debt had been Incurred and
the proceeds thereof had been applied at the biagih such four fiscal quarters; (iii) Liens inviar of the Company or any Restricted
Subsidiary; provided, however, that any subseqissne or transfer of Capital Stock or other evkat tesults in any such Restricted
Subsidiary ceasing to be a Restricted Subsidiagngrsubsequent transfer of the Debt secured bguarty Lien (except to the Company or a
Restricted Subsidiary) shall be deemed, in each, ¢asonstitute the Incurrence of such Lien byissaer thereof;

(iv) Liens to secure Purchase Money Debt permtiibeae Incurred pursuant to clause (iii) of parabrém under "--Limitation on
Consolidated Debt," provided that any such Lien malyextend to any Property other than the Teleconications/IS Assets installed,
constructed, acquired, leased, developed or impraith the proceeds of such Purchase Money Debaagdmprovements or accessions
thereto (it being understood that all Debt to aingle lender or group of related lenders or outditagn under any single credit facility, and in
any case relating to the same group or collectfofretecommunications/IS Assets financed therebgll &ie considered a single Purchase
Money Debt, whether drawn at one time or from timé&me); (v) Liens to secure Acquired Debt, praddhat (a) such Lien attaches to the
acquired Property prior to the time of the acqigsiof such Property and

(b) such Lien does not extend to or cover any deieperty; (vi) Liens to secure Debt Incurred tiinance, in whole or in part, Debt secured
by any Lien referred to in the foregoing clauss(i¥) and (v) or this clause

(vi) so long as such Lien does not extend to ahgroProperty (other than improvements and accesswtie original Property) and the
principal amount of Debt so secured is not incrdaseept as otherwise permitted under clause

(viii) of paragraph (b) of "--Limitation on Consdhted Debt" or clause (ix) of L-imitation on Debt of Restricted Subsidiaries";i\\iiens no
otherwise permitted by the foregoing clauses @ulgh (vi) securing Debt in an aggregate amountmekceed 5% of the Company's
Consolidated Tangible Assets; (viii) Liens granédidr the Issue Date pursuant to "--Limitation derls" to secure the Notes; and (ix)
Permitted Liens.

Limitation on Sale and Leaseback Transactions.ddmpany may not, and may not permit any RestriSigosidiary to, directly or indirectl
enter into, assume, Guarantee or otherwise bedatvle With respect to any Sale and Leaseback Teéinsaunless (i) the Company or such
Restricted Subsidiary would be entitled to Incyr@abt in an amount equal to the Attributable Vabfi¢he Sale and Leaseback Transaction
pursuant to the covenant described under "--Limoitadn Consolidated Debt" above and (b) a Lien gams to the covenant described under "-
-Limitation on Liens" above, equal in amount to At&ributable Value of the Sale and Leaseback Tretisa, without also securing the Not
and (ii) the Sale and Leaseback Transaction isetde@s an Asset Disposition and all of the condgiof the Indenture described under "--
Limitation on Asset Dispositions" below (includitige provisions concerning the application of Net#able Proceeds) are satisfied with
respect to such Sale and Leaseback Transactiatingell of the consideration received in sucteSald Leaseback Transaction as Net
Available Proceeds for purposes of such covenant.

Limitation on Asset Dispositions. The Company may, and may not permit any Restricted Subsidiaryrtake any Asset Disposition unle
(i) the Company or the Restricted Subsidiary, asctise may be, receives consideration for suclogltign at least equal to the Fair Market
Value for the Property sold or disposed of as deitezd by the board of directors of the Companydodyfaith and evidenced by a resolution
of the board of directors of the Company filed wiitle Trustee; and (ii) at least 75% of the consitlen for such disposition consists of cash
or Cash Equivalents or the assumption of Debt ®Gbmpany or any Restricted Subsidiary (other et that is subordinated to the Notes
or any applicable Restricted Subsidiary Guarardaed)release of the Company and all Restricted 8iatvigs from all liability on the Debt
assumed (or if less than 75%, the
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remainder of such consideration consists of Telenamcations/IS Assets); provided, however, thathtextent such disposition involves
Special Assets, all or any portion of the consitlenamay, at the Company's election, consist opBrty other than cash, Cash Equivalents,
the assumption of Debt or Telecommunications/ |SeAs

The Net Available Proceeds (or any portion theréwfin Asset Dispositions may be applied by the Canypor a Restricted Subsidiary, to
extent the Company or such Restricted Subsidiasgt&lor is required by the terms of any Debt)1¢lthe permanent repayment or reduction
of Debt then outstanding under any Credit Facititythe extent such Credit Facility would requivels application or prohibit payments
pursuant to the Offer to Purchase described iridih@ving paragraph (other than Debt owed to thenpany or any Affiliate of the

Company); or (2) to reinvest in TelecommunicatitB#ssets (including by means of an InvestmentdétleGommunications/IS Assets by a
Restricted Subsidiary with Net Available Proceesteived by the Company or another Restricted Siarg)d

Any Net Available Proceeds from an Asset Dispositiot applied in accordance with the precedinggragh within 360 days (or, in the case
of a disposition of Special Assets identified iaude (a) of the definition thereof in which the Wetilable Proceeds exceed $500 million,
540 days) from the date of the receipt of suchMetilable Proceeds shall constitute "Excess Prazé&tihen the aggregate amount of
Excess Proceeds exceeds $10 million, the Compdhipeviequired to make an Offer to Purchase wiithdixcess Proceeds on a pro rata
basis according to principal amount (or, in theecaisDebt issued at a discount, the then-Accretald®) for (x) outstanding Notes at a price
in cash equal to 100% of the principal amount efkotes on the purchase date plus accrued andduimpaiest (if any) thereon (subject to
right of holders of record on the relevant recoatedo receive interest due on the relevant int@@gment date) and (y) any other Debt of the
Company or any Guarantor that is pari passu wih\thtes, or any Debt of a Restricted Subsidiaryithaot a Guarantor, at a price no gre
than 100% of the principal amount thereof plus aedrand unpaid interest (if any) to the purchase @a 100% of the then-Accreted Value
plus accrued and unpaid interest (if any) to thelpase date in the case of original issue discDebt), to the extent, in the case of this clause
(y), required under the terms thereof (other thabtidwed to the Company or any Affiliate of the Quamy). To the extent there are any
remaining Excess Proceeds following the compledibtihe Offer to Purchase, the Company shall appbhd€xcess Proceeds to the repayi

of other Debt of the Company or any Restricted ®lidny, to the extent permitted or required under terms thereof. Any other remaining
Excess Proceeds may be applied to any use as deterbyy the Company which is not otherwise prokibivy the Indenture, and the amount
of Excess Proceeds shall be reset to zero.

Limitation on Issuance and Sales of Capital StddRestricted Subsidiaries. The Company may not,raay not permit any Restricted
Subsidiary to, issue, transfer, convey, sell oentlise dispose of any shares of Capital StockRéstricted Subsidiary or securities
convertible or exchangeable into, or options, wasarights or any other interest with respectCapital Stock of a Restricted Subsidiary to
any Person other than the Company or a Restriaibdidiary except (i) a sale of all of the Capittdck of such Restricted Subsidiary owned
by the Company and any Restricted Subsidiary thiapdies with the provisions described undetimitation on Asset Dispositions” above
the extent such provisions apply, (ii) in a tranigecthat results in such Restricted Subsidiaryobgog a Joint Venture, provided (x) such
transaction complies with the provisions describeder "--Limitation on Asset Dispositions" abovette extent such provisions apply and
(y) the remaining interest of the Company or arheoRestricted Subsidiary in such Joint Venture lddave been permitted as a new
Restricted Payment or Permitted Investment undeptbvisions of "--Limitation on Restricted Payn&rdbove, (iii) the issuance, transfer,
conveyance, sale or other disposition of sharesiofi Restricted Subsidiary so long as after gieiffigct to such transaction such Restricted
Subsidiary remains a Restricted Subsidiary and sacisaction complies with the provisions describeder "--Limitation on Asset
Dispositions" to the extent such provisions apfily), the transfer, conveyance, sale or other digjoosof shares required by applicable lawn
regulation, (v) if required, the issuance, transtenveyance, sale or other disposition of diretgualifying shares, (vi) Disqualified Stock
issued in exchange for, or upon conversion ofhemroceeds of the issuance of which are usedit@anee, shares of Disqualified Stock of
such Restricted
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Subsidiary, provided that the amounts of the redemmbligations of such Disqualified Stock shadkt exceed the amounts of the redemption
obligations of, and such Disqualified Stock shalé redemption obligations no earlier than thogeired by, the Disqualified Stock being
exchanged, converted or refinanced, (vii) in ageation where the Company or a Restricted Subgidieguires at the same time not less |

its Proportionate Interest in such issuance of @hgiock, (viii) Capital Stock issued and outsiagdn the Issue Date, (ix) Capital Stock «
Restricted Subsidiary issued and outstanding poitine time that such Person becomes a Restrictesidary so long as such Capital Stock
was not issued in contemplation of such Persorgsrhing a Restricted Subsidiary or otherwise benguaed by the Company and (x) an
issuance of Preferred Stock of a Restricted Sudrsidother than Preferred Stock convertible or exgfeable into Common Stock of any
Restricted Subsidiary) otherwise permitted by tidehture.

Transactions with Affiliates. The Company will nafad will not permit any of its Restricted Subsidka to, directly or indirectly, sell, lease,
transfer, or otherwise dispose of any of its Prtyptr, or purchase any Property from, or enter amg contract, agreement, understanding,
loan, advance, Guarantee or transaction (incluttiegendering of services) with or for the benefjtany Affiliate (each of the foregoing, an
"Affiliate Transaction"), unless (a) such Affiliaieransaction or series of Affiliate Transaction$ijsn the best interest of the Company or
such Restricted Subsidiary and (ii) on terms that® less favorable to the Company or such RéstriSubsidiary than those that would h
been obtained in a comparable arm's-length traieselsy the Company or such Restricted Subsidiati @iPerson that is not an Affiliate (or,
in the event that there are no comparable trarsacinvolving Persons who are not Affiliates of @empany or the relevant Restricted
Subsidiary to apply for comparative purposes, ievise on terms that, taken as a whole, the Compas determined to be fair to the
Company or the relevant Restricted Subsidiary)(@pdhe Company delivers to the Trustee (i) withpect to any Affiliate Transaction or
series of Affiliate Transactions involving aggregaiayments in excess of $10 million but less thEmillion, a certificate of the chief
executive, operating or financial officer of ther@gany evidencing such officer's determination thath Affiliate Transaction or series of
Affiliate Transactions complies with clause (a) ebdand (ii) with respect to any Affiliate Transactior series of Affiliate Transactions
involving aggregate payments equal to or in exo€$45 million, a board resolution certifying thatch Affiliate Transaction or series of
Affiliate Transactions complies with clause (a) eb@and that such Affiliate Transaction or serieé\filliate Transactions has been approved
by the board of directors, including a majoritytloé disinterested members of the board of direcpymvided that, in the event that there shall
not be at least two disinterested members of tlagdof directors with respect to the Affiliate Teaction, the Company shall, in addition to
such board resolution, file with the Trustee ataritopinion from an investment banking firm of patl standing in the United States which,
in the good faith judgment of the board of direstof the Company, is independent with respecteddbmpany and its Affiliates and
qualified to perform such task, which opinion shlto the effect that the consideration to be paieceived in connection with such
Affiliate Transaction is fair, from a financial pdiof view, to the Company or such Restricted Siibsy.

Notwithstanding the foregoing, the following shadit be deemed Affiliate Transactions: (i) any empient agreement entered into by
Company or any of its Restricted Subsidiaries endrdinary course of business and consistent withgtry practice; (i) any agreement or
arrangement with respect to the compensation akatdr or officer of the Company or any Restric&absidiary approved by a majority of
the disinterested members of the board of dire@odsconsistent with industry practice; (iii) trangons between or among the Company and
its Restricted Subsidiaries, provided that no ntbam 5% of the Voting Stock (on a fully diluted R of any such Restricted Subsidiary is
owned by an Affiliate of the Company (other thaRestricted Subsidiary); (iv) Restricted Payments Rarmitted Investments permitted by
the covenant described under "--Limitation on Ret&d Payments" (other than Investments in Affdathat are not the Company or
Restricted Subsidiaries); (v) transactions purstmittte terms of any agreement or arrangement edot on the Issue Date; and (vi)
transactions with respect to wireline or wirelasmsmission capacity, the lease or sharing or atbernf cable or fiber optic lines, equipment,
rights-of-way or other access rights, between tbm@any (or any Restricted Subsidiary) and any deegson, provided that, in the case of
this clause

(vi), such transaction complies with clause (athieimmediately preceding paragraph.
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Change of Control Triggering Event. Within 30 dafjshe occurrence of both a Change of Control aRéiing Decline with respect to the
Notes (a "Change of Control Triggering Event"), @@mpany will be required to make an Offer to Pasghall outstanding Notes at a prict
cash equal to 101% of the principal amount of tiséel on the purchase date plus any accrued anddunperest (if any) to such purchase
date (subject to the right of holders of recordlamrelevant record date to receive interest duth@melevant interest payment date).

A "Change of Control" means the occurrence of drth@ following events:

(A) if any "person” or "group" (as such terms asediin Sections 13(d)

and 14(d) of the Exchange Act or any successorgions to either of the foregoing), including anpgp acting for the purpose of acquiring,
holding, voting or disposing of securities withiretmeaning of Rule 13d- 5(b)(1) under the Exchakgeother than any one or more of the
Permitted Holders, becomes the "beneficial ownas"defined in Rule 13d-3 under the Exchange Acggixthat a person will be deemed to
have "beneficial ownership" of all shares that angh person has the right to acquire, whether ggbhis exercisable immediately or only
after the passage of time), directly or indirectif/35% or more of the total voting power of thetiig Stock of the Company; provided,
however, that the Permitted Holders are the "berafowners" (as defined in Rule 13d-3 under theHaxge Act, except that a person will be
deemed to have "beneficial ownership” of all shaines any such person has the right to acquiretiveineuch right is exercisable immedia
or only after the passage of time), directly oritiectly, in the aggregate of a lesser percentadbeofotal voting power of the Voting Stock of
the Company than such other person or group (fgsqaes of this clause (A), such person or groufp) Bealeemed to beneficially own any
Voting Stock of a corporation (the "specified caigg@dn™) held by any other corporation (the "paremtporation”) so long as such person or
group beneficially owns, directly or indirectly, ihe aggregate a majority of the total voting powafathe Voting Stock of such parent
corporation); or

(B) the sale, transfer, assignment, lease, conw&yanother disposition, directly or indirectly, @f or substantially all the assets of the
Company and the Restricted Subsidiaries, considesedwhole (other than a disposition of such agsean entirety or virtually as an entir
to a Wholly Owned Restricted Subsidiary or one orerPermitted Holders) shall have occurred; or

(C) during any period of two consecutive yearsjiitiials who at the beginning of such period cdnstd the board of directors of the
Company (together with any new directors whosetiele®r appointment by such board or whose nomimngidr election by the shareholders
of the Company was approved by a vote of a majofitye directors then still in office who werehait directors at the beginning of such
period or whose election or nomination for electizars previously so approved) cease for any reasoaristitute a majority of the board of
directors of the Company then in office; or

(D) the shareholders of the Company shall haveaggr any plan of liquidation or dissolution of tBempany.

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

The existence of the holders' right to requirejettlio certain conditions, the Company to repusehdotes upon a Change of Control
Triggering Event may deter a third party from acipg the Company in a transaction that constitat€hange of Control. If an Offer to
Purchase is made, there can be no assuranceeh@othpany will have sufficient funds to pay thedhaise Price for all Notes tendered by
holders seeking to accept the Offer to Purchasaddiition, instruments governing other Debt of @@mpany may prohibit the Company fr
purchasing any Notes prior to their Stated Maturitgluding pursuant to an Offer to Purchase, quie that such Debt be repurchased upon
a Change of Control. In the event that an OffdPdochase occurs at a time when the Company dodwmmetsufficient available funds to pay
the Purchase Price for all Notes tendered purgoasich Offer to Purchase or a time when the Comsaprohibited from purchasing the
Notes (and the Company is unable either to obterconsent of the holders of the relevant Debb eepay sucl
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Debt), an Event of Default would occur under thaeimture. In addition, one of the events that ctute a Change of Control under the
Indenture is a sale, transfer, assignment, leaseyance or other disposition of all or substdigtal of the assets of the Company. The
Indenture will be governed by New York law, andrthies no established definition under New York lafw'substantially all" of the assets o
corporation. Accordingly, if the Company were tagage in a transaction in which it disposed of thas all of its assets, a question of
interpretation could arise as to whether such disjpm was of "substantially all" of its assets avttether the Company was required to make
an Offer to Purchase.

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

Reports. Whether or not the Company is subjecetdién 13(a) or 15(d) of the Exchange Act, or amgcessor provision thereto, the
Company shall file with the Commission the anneglarts, quarterly reports and other documents wthielCompany would have been
required to file with the Commission pursuant tots&ection 13(a) or 15(d) or any successor pravisiereto if the Company were subject
thereto, such documents to be filed with the Coraioison or prior to the respective dates (the "RequFiling Dates") by which the
Company would have been required to file them. Chepany shall also in any event (a) within 15 dafysach Required Filing Date (i)
transmit by mail to all holders, as their names addresses appear in the Security Register, wittmsttto such holders, and (ii) file with the
Trustee copies of the annual reports, quarterlgnis@nd other documents (without exhibits) whioh €ompany would have been required to
file with the Commission pursuant to Section 13(@)5(d) of the Exchange Act or any successor gions thereto if the Company were
subject thereto and (b) if filing such documentsfiy Company with the Commission is not permittedar the Exchange Act, promptly ug
written request, supply copies of such documenith@ut exhibits) to any prospective holder.

Limitation on Designations of Unrestricted Subsiis. The Indenture will provide that the Companily mot designate any Subsidiary of the
Company (other than a newly created Subsidiaryhitlvno Investment has previously been made) ddarestricted Subsidiary" under the
Indenture (a "Designation™) unless:

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

(b) immediately after giving effect to such Desitiom, the Company would be able to Incur $1.00 ebbDunder paragraph (a) of "--
Limitation on Consolidated Debt"; and

(c) the Company would not be prohibited under tidehture from making an Investment at the time e$ignation (assuming the
effectiveness of such Designation) in an amour (Besignation Amount") equal to the portion (prgjmmate to the Company's equity
interest in such Restricted Subsidiary) of the Market Value of the net assets of such RestriSidokidiary on such date.

In the event of any such Designation, the Comp&ayl e deemed to have made an Investment comsgtatRestricted Payment pursuant to
the covenant "Limitation on Restricted Payments" for all purposéghe Indenture in the Designation Amount; preddhowever, that, upt

a Revocation of any such Designation of a Subsidthe Company shall be deemed to continue to hgagrmanent "Investment"” in an
Unrestricted Subsidiary of an amount (if positiegual to (i) the Company's "Investment" in suchstdibry at the time of such Revocation
less (ii) the portion (proportionate to the Compareguity interest in such Subsidiary) of the Rarket Value of the net assets of such
Subsidiary at the time of such Revocation. At theetof any Designation of any Subsidiary as an stnicted Subsidiary, such Subsidiary
shall not own any Capital Stock of the Companyryr Restricted Subsidiary. The Indenture will furtipeovide that neither the Company nor
any Restricted Subsidiary shall at any time (xve credit support for, or a Guarantee of, anytiaélany Unrestricted Subsidiary (includi
any undertaking, agreement or instrument evidensirip Debt); provided that the Company or a RasttiSubsidiary may pledge Capital
Stock or Debt of any Unrestricted Subsidiary oroaracourse basis such that the pledgee has no wlaatsoever against the Company other
than to obtain such pledged Capital Stock or Dghthe directly or indirectly liable for any Debt any

89



Unrestricted Subsidiary or (z) be directly or irditly liable for any Debt which provides that treder thereof may (upon notice, lapse of
time or both) declare a default thereon or cause#tyment thereof to be accelerated or payable forits final scheduled maturity upon the
occurrence of a default with respect to any Del&nlor other obligation of any Unrestricted Subaidi(including any right to take
enforcement action against such Unrestricted Siargid except in the case of clause (x) or (y)h® éxtent permitted under "--Limitation on
Restricted Payments" and "-- Transactions withliat#s."

Unless Designated as an Unrestricted SubsidiagyyPanson that becomes a Subsidiary of the Compd@hpenclassified as a Restricted
Subsidiary; provided, however, that such Subsidiuall not be designated as a Restricted Subsidratyshall be automatically classified as
an Unrestricted Subsidiary if either of the requients set forth in clauses (a) and (b) of the imatety following paragraph will not be
satisfied immediately following such classificatidixcept as provided in the first sentence of thismitation on Designations of
Unrestricted Subsidiaries," no Restricted Subsydiaay be redesignated as an Unrestricted Subsidiary

The Indenture will further provide that a Designatimay be revoked (a "Revocation") by a resolutibthe board of directors of the
Company delivered to the Trustee, provided thatbmpany will not make any Revocation unless:

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

(b) all Liens and Debt of such Unrestricted Sulasidoutstanding immediately following such Revoeatiwould, if Incurred at such time,
have been permitted to be Incurred at such timalfqgurposes of the Indenture.

All Designations and Revocations must be evidefmeresolutions of the board of directors of the @amy delivered to the Trustee (i)
certifying compliance with the foregoing provisioasd (ii) giving the effective date of such Desitima or Revocation, such delivery to the
Trustee to occur within 45 days after the end efftbcal quarter of the Company in which such Desigpn or Revocation is made (or, in the
case of a Designation or Revocation made durindgtefiscal quarter of the Company's fiscal yeathin 90 days after the end of such fiscal
year).

MERGERS, CONSOLIDATIONS AND CERTAIN SALES OF ASSETS

The Company may not, in a single transaction @arges of related transactions, (i) consolidate witlmerge into any other Person or Persons
or permit any other Person to consolidate with erga into the Company or

(i) directly or indirectly, transfer, sell, leassgnvey or otherwise dispose of all or substantiall its assets to any other Person or Persons
unless: (a) in a transaction in which the Companyoit the surviving Person or in which the Compiaagsfers, sells, leases, conveys or
otherwise disposes of all or substantially alltefassets to any other Person, the resulting sogvir transferee Person (the "successor
entity") is organized under the laws of the Unigdtes of America or any State thereof or the Ristf Columbia and shall expressly
assume, by a supplemental indenture executed dindréel to the Trustee in form satisfactory to Thrastee, all of the Company's obligations
under the Indenture; (b) immediately before andraftving effect to such transaction and treating Bebt which becomes an obligation of
the Company or a Restricted Subsidiary as a re$slich transaction as having been Incurred byCtmapany or such Restricted Subsidiary
at the time of the transaction, no Default or Evaribefault shall have occurred and be continu{ojimmediately after giving effect to such
transaction, the Consolidated Net Worth of the Canyp(or the successor entity to the Company) isieiguor greater than that of the
Company immediately prior to the transaction; (diriediately after giving effect to such transactimad treating any Debt which becomes an
obligation of the Company or a Restricted Subsjdé a result of such transaction as having beamried by the Company (or the successor
entity to the Company) or such Restricted Subsjdaathe time of the transaction, the Company lferduccessor entity to the Company)
could Incur at least $1.00 of additional Debt parsito the provisions of the Indenture describegaragraph (a) under "--Certain Covenants--
Limitation on Consolidated Debt" above;
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(e) if, as a result of any such transaction, Priypafrthe Company or any Restricted Subsidiary wdécome subject to a Lien prohibited by
the provisions of the Indenture described undeéZértain Covenants--Limitation on Liens" above, @@mpany or the successor entity to the
Company shall have secured the Notes as requirsedidycovenant; (f) in the case of a transfer,, $edese, conveyance or other disposition of
all or substantially all of the assets of the Compauch assets shall have been transferred astiegtyor virtually as an entirety to one
Person and such Person shall have complied withalbrovisions of this paragraph; and (g) certdirer conditions are met.

The successor entity shall succeed to, and beisubdtfor, and may exercise every right and powiehe Company under the Indenture, and
the predecessor Company, except in the case aba,lshall be released from all its obligationseurtkde Indenture.

CERTAIN DEFINITIONS

Set forth below is a summary of certain of the wkedi terms used in the Indenture. Reference is naaithe Indenture for the full definition of
all such terms, as well as any other terms usegirmésr which no definition is provided.

"Accreted Value" of any Debt issued at a price tbss the principal amount at stated maturity, rseans of any date of determination, an
amount equal to the sum of (a) the issue priceici Debt as determined in accordance with Secti3 bf the Code or any successor
provisions plus (b) the aggregate of the portidrihe original issue discount (the excess of thewms considered as part of the "stated
redemption price at maturity” of such Debt withire tmeaning of Section 1273(a)(2) of the Code orsamgessor provisions, whether
denominated as principal or interest, over theeigsice of such Debt) that shall theretofore haa@wed pursuant to

Section 1272 of the Code (without regard to Sectidn2(a)(7) of the Code) from the date of issusuah Debt to the date of determination,
minus all amounts theretofore paid in respect ohddebt, which amounts are considered as parteofdtated redemption price at maturity"
of such Debt within the meaning of Section 1273pdf the Code or any successor provisions (whethelh amounts paid were denominated
principal or interest).

"Acquired Debt" means, with respect to any spedifferson, (i) Debt of any other Person existinfpatime such Person merges with or into
or consolidates with or becomes a Subsidiary ofi specified Person and (ii) Debt secured by a eitumbering any Property acquired by
such specified Person, which Debt was not incumehticipation of, and was outstanding prior tacts merger, consolidation or acquisition.

"Affiliate" of any Person means any other Persardally or indirectly controlling or controlled by ander direct or indirect common control
with such Person. For the purposes of this dedinjtfcontrol" when used with respect to any Perseans the power to direct the
management and policies of such Person, directigdirectly, whether through the ownership of vgtgecurities, by contract or otherwise;
and the terms "controlling" and "controlled" haveanings correlative to the foregoing. For purpadebe covenants described under "--
Certain Covenants--Transactions with Affiliatestddn-Limitation on Asset Dispositions” and the ahion of "Telecommunications/IS
Assets" only, "Affiliate" shall also mean any benifl owner of shares representing 10% or moréeftdtal voting power of the Voting Stc
(on a fully diluted basis) of the Company or ottigjor warrants to purchase such Voting Stock (dyedr not currently exercisable) and any
Person who would be an Affiliate of any such beriafiowner pursuant to the first sentence hereof.

"Asset Disposition" means any transfer, conveyagake, lease, issuance or other disposition by tirapany or any Restricted Subsidiary in
one or more related transactions (including a clihestion or merger or other sale of any such Ret&d Subsidiary with, into or to another
Person in a transaction in which such RestrictdusiBliary ceases to be a Restricted Subsidiaryeo€Ctbmpany, but excluding a dispositior
a Restricted Subsidiary to the Company or a ResttiSubsidiary or by the Company to a RestrictdusBliary) of

(i) shares of Capital Stock or other ownershipriggés of a Restricted Subsidiary (other than asipied by
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clause (v), (vi), (vii) or (ix) of the covenant detbed under "--Certain Covenants--Limitation osuance and Sales of Capital Stock of
Restricted Subsidiaries"), (ii) substantially dlitlee assets of the Company or any Restricted 8ialvgirepresenting a division or line of
business or (iii) other Property of the Companwioy Restricted Subsidiary outside of the ordinamyrse of business (excluding any transfer,
conveyance, sale, lease or other disposition apewgnt that is obsolete or no longer used by ofulise the Company, provided that the
Company has delivered to the Trustee an Officezdifitate stating that such criteria are satigfigtlovided in each case that the aggregate
consideration for such transfer, conveyance, &dsg or other disposition is equal to $5 millismwre in any 12- month period. The
following shall not be Asset Dispositions: (i) Pétted Telecommunications Capital Asset Disposititiret comply with clause (i) of the first
paragraph under "--Certain Covenants--LimitationA@set Dispositions", (ii) when used with respectite Company, any Asset Disposition
permitted pursuant to "--Mergers, Consolidationd @ertain Sales of Assets" which constitutes aadigipn of all or substantially all of the
assets of the Company and the Restricted Subsiditaken as a whole, (iii) Receivables sales dotistj Debt under Qualified Receivable
Facilities permitted to be Incurred pursuant t€e&rtain Covenants--Limitation on Consolidated Debitti (iv) any disposition that constitutes
a Permitted Investment or a Restricted Paymentittedrby the covenant described under "--Certaimgdants--Limitation on Restricted
Payments."

"Attributable Value" means, as to any particulasie under which any Person is at the time lialtleradhan a Capital Lease Obligation, and at
any date as of which the amount thereof is to berdéned, the total net amount of rent requiredgaid by such Person under such lease
during the remaining term thereof (including anyige for which such lease has been extended) &srdited in accordance with generally
accepted accounting principles, discounted fromakedate of such remaining term to the date tdrd@nation at a rate per annum equal to
the discount rate which would be applicable to piéhLease Obligation with like term in accordamath generally accepted accounting
principles. The net amount of rent required to aigl pinder any such lease for any such period beale aggregate amount of rent payable
by the lessee with respect to such period aftduditg amounts required to be paid on account gifiiance, taxes, assessments, utility,
operating and labor costs and similar chargesdrcase of any lease which is terminable by theekesipon the payment of penalty, such net
amount shall also include the lesser of the amofistich penalty (in which case no rent shall besitared as required to be paid under such
lease subsequent to the first date upon which yt lseaso terminated) or the rent which would otheeaie required to be paid if such lease is
not so terminated. "Attributable Value" means,aa Capital Lease Obligation, the principal amdbeteof.

"Capital Lease Obligation" of any Person meanthigation to pay rent or other payment amount uadease of (or other Debt
arrangements conveying the right to use) Propdrsyich Person which is required to be classifiedl @tounted for as a capital lease or a
liability on the face of a balance sheet of sucts®in accordance with generally accepted accogiptiinciples (a "Capital Lease"). The
stated maturity of such obligation shall be theed#tthe last payment of rent or any other amoustuhder such lease prior to the first date
upon which such lease may be terminated by thedes#thout payment of a penalty. The principal antai such obligation shall be the
capitalized amount thereof that would appear orfahe of a balance sheet of such Person in accoedaith generally accepted accounting
principles.

"Capital Stock" of any Person means any and alleshanterests, participations or other equivalémbsvever designated) of corporate stoc
other equity participations, including partnersimigerests, whether general or limited, of such &eend any rights (other than debt securities
convertible or exchangeable into an equity intdregirrants or options to acquire an equity inteiresuch Person.

"Cash Equivalents" means (i) Government Securnitiaiiring, or subject to tender at the option oftthieler thereof, within two years after
the date of acquisition thereof, (ii) time depositsl certificates of deposit of any commercial bardanized in the United States having
capital and surplus in excess of $500 million eoemmmercial bank organized under the law of anyratbantry that is a member of the OE
having total assets in excess of $500 million {®fareign currency equivalent at the time) witinaturity date not more than one year from
the date of acquisition, (iii) repurchase obligatiavith a term of not more than 30 days for undeghsecurities of the types described in
clause (i) above entered into with (x) any bank tingethe qualifications
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specified in clause (ii) above or (y) any primapvgrnment securities dealer reporting to the MaRegtorts Division of the Federal Reserve
Bank of New York, (iv) direct obligations issued agy state of the United States of America or agiitipal subdivision of any such state or
any public instrumentality thereof maturing, or jaab to tender at the option of the holder theradthin 90 days after the date of acquisition
thereof, provided that, at the time of acquisitithg long-term debt of such state, political sulsidn or public instrumentality has a rating of
A (or higher) from S&P or A-2 (or higher) from Mogd (or, if at any time neither S&P nor Moody's Itba rating such obligations, then an
equivalent rating from such other nationally redagd rating service acceptable to the Trustee)sgmymercial paper issued by the parent
corporation of any commercial bank organized inlimited States having capital and surplus in exo€$600 million or a commercial bank
organized under the laws of any other country ihatmember of the OECD having total assets ingxo&€$500 million (or its foreign
currency equivalent at the time), and commercipkpassued by others having one of the two higtesigs obtainable from either S&P or
Moody's (or, if at any time neither S&P nor Moodstell be rating such obligations, then from suitteonationally recognized rating service
acceptable to the Trustee) and in each case mgtwithin one year after the date of acquisition) ¢wernight bank deposits and bankers'
acceptances at any commercial bank organized ibtfited States having capital and surplus in exoc€$800 million or a commercial bank
organized under the laws of any other country thatmember of the OECD having total assets in®exo0€$500 million (or its foreign
currency equivalent at the time), (vii) depositaitable for withdrawal on demand with a commerbiahk organized in the United States
having capital and surplus in excess of $500 nmilbo a commercial bank organized under the lavangfother country that is a member of
the OECD having total assets in excess of $500ami{or its foreign currency equivalent at the t)raed (viii) investments in money market
funds substantially all of whose assets comprisarsiges of the types described in clauses (i) dgto(vii).

"Change of Control" has the meaning set forth utid€ertain Covenants-- Change of Control Trigggritvent" above.
"Change of Control Triggering Event" has the megrsat forth under "-- Certain Covenants--Chang€aftrol Triggering Event" above.

"Common Stock" of any Person means Capital Stockuoh Person that does not rank prior, as to timeat of dividends or as to the
distribution of assets upon any voluntary or invaéry liquidation, dissolution or winding up of $uBerson, to shares of Capital Stock of any
other class of such Person.

"Consolidated Capital Ratio" means as of the datetermination the ratio of (i) the aggregate antaf Debt of the Company and its
Restricted Subsidiaries on a consolidated basis tiee date of determination to (ii) the sum of%2)024 billion, (b) the aggregate net
proceeds to the Company from the issuance or $aleyoCapital Stock (including Preferred Stock}led Company other than Disqualified
Stock subsequent to the Issue Date, (c) the aggregaproceeds from the issuance or sale of OidgheacCompany or any Restricted
Subsidiary subsequent to the Issue Date convedibdéxchangeable into Capital Stock of the Compathgr than Disqualified Stock, in each
case upon conversion or exchange thereof into &@apibck of the Company subsequent to the Issue &at (d) the afteiax gain on the sal
subsequent to the Issue Date, of Special Ass¢tetextent such Special Assets have been soldftr, Cash Equivalents,
Telecommunications/IS Assets or the assumptionedftdf the Company or any Restricted Subsidiafygjothan Debt that is subordinated to
the Notes or any applicable Restricted Subsidiargréntee) and release of the Company and all RestrSubsidiaries from all liability on

the Debt assumed; provided, however, that, for geep of calculation of the Consolidated Capitaldr@he net proceeds from the issuance or
sale of Capital Stock or Debt described in claide( (c) above shall not be included to the ex(gnhsuch proceeds have been utilized to
make a Permitted Investment under clause (i) ofiéfmition thereof or a Restricted Payment ordygh Capital Stock or Debt shall have
been issued or sold to the Company, a Subsidiattyyo€ompany or an employee stock ownership plarust established by the Company or
any such Subsidiary for the benefit of their emplegy.

"Consolidated Cash Flow Available for Fixed Chafdges any period means the Consolidated Net Incofitbe Company and its Restricted
Subsidiaries for such period increased by the sijto the extent reducing
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Consolidated Net Income for such period, (i) Coitlstéd Interest Expense of the Company and itsriRest Subsidiaries for such period,
plus (ii) Consolidated Income Tax Expense of thenBany and its Restricted Subsidiaries for suchopeplus (iii) consolidated depreciation
and amortization expense and any other non-casts ifether than any such non-cash item to the e#tenit represents an accrual of or
reserve for cash expenditures in any future peripavided, however, that there shall be excludheddafrom the Consolidated Cash Flow
Available for Fixed Charges (if positive) of anyd$®ected Subsidiary (calculated separately for sRebktricted Subsidiary in the same manner
as provided above for the Company) that is sulifeatrestriction which prevents the payment ofdkvids or the making of distributions to
the Company or another Restricted Subsidiary textent of such restrictions.

"Consolidated Income Tax Expense" for any perio&umsethe aggregate amounts of the provisions faniectaxes of the Company and its
Restricted Subsidiaries for such period calculatea consolidated basis in accordance with geyeaatiepted accounting principles.

"Consolidated Interest Expense" for any period radha interest expense included in a consolidatenine statement (excluding interest
income) of the Company and its Restricted Subse&ldpr such period in accordance with generalgepted accounting principles, including
without limitation or duplication (or, to the extemot so included, with the addition of), (i) theartization of Debt discounts and issuance
costs, including commitment fees;

(i) any payments or fees with respect to lettdrsredit, bankers' acceptances or similar facgiti@i) net costs with respect to interest rate
swap or similar agreements or foreign currency bedgchange or similar agreements (including fgeg)Preferred Stock Dividends (other
than dividends paid in shares of Preferred Stoakithnot Disqualified Stock) declared and paigp@yable; (v) accrued Disqualified Stock
Dividends, whether or not declared or paid; (vigiest on Debt guaranteed by the Company and #&iRed Subsidiaries; (vii) the portion
any Capital Lease Obligation or Sale and Leasebazhksaction paid during such period that is allteab interest expense; (viii) interest
Incurred in connection with investments in disconéd operations; and (ix) the cash contributioresnp employee stock ownership plan or
similar trust to the extent such contributions@sed by such plan or trust to pay interest or feesy Person (other than the Company or a
Restricted Subsidiary) in connection with Debt Imed by such plan or trust.

"Consolidated Net Income” for any period meanshieincome (or loss) of the Company and its RdstliSubsidiaries for such period
determined on a consolidated basis in accordanttegenerally accepted accounting principles; predithat there shall be excluded
therefrom (@) for purposes of the covenant desdnibmler "--Certain Covenants--Limitation on Res&itPayments" only, the net income (or
loss) of any Person acquired by the Company orseriReed Subsidiary in a pooling-of-interests tiaet®n for any period prior to the date of
such transaction, (b) the net income (or losshgfRerson that is not a Restricted Subsidiary exeoene extent of the amount of dividend:
other distributions actually paid to the Companyadestricted Subsidiary by such Person during pediod (except, for purposes of the
covenant described under "--Certain Covenants-aitioin on Restricted Payments” only, to the exseich dividends or distributions have
been subtracted from the calculation of the amotiiivestments to support the actual making of stments), (c) gains or losses realized
upon the sale or other disposition of any Propeftyie Company or its Restricted Subsidiaries ithabt sold or disposed of in the ordinary
course of business (it being understood that Parthitelecommunications Capital Asset Dispositidredide considered to be in the ordinary
course of business),

(d) gains or losses realized upon the sale or aisposition of any Special Assets, (e) all extdawairy gains and extraordinary losses,
determined in accordance with generally acceptedwatding principles, (f) the cumulative effect dfamges in accounting principles, (g) non-
cash gains or losses resulting from fluctuationsuimency exchange rates, (h) any non-cash expefeted to the issuance to employees or
directors of the Company or any Restricted Subsidif (1) options to purchase Capital Stock of @m@mpany or such Restricted Subsidiary
or (2) other compensatory rights; provided, in @itbase, that such options or rights, by their secam be redeemed at the option of the holder
of such option or right only for Capital Stock, afijdwith respect to a Restricted Subsidiary tisatot a Wholly Owned Subsidiary any
aggregate net income (or loss) in excess of thepgaogis or any Restricted Subsidiary's pro rataesbhthe net income (or loss) of such
Restricted Subsidiary that is not a Wholly Ownet$diary; provided further that there shall further
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excluded therefrom the net income (but not nef)loéany Restricted Subsidiary that is subject tesdriction which prevents the payment of
dividends or the making of distributions to the G@amy or another Restricted Subsidiary to the exdéntich restriction.

"Consolidated Net Worth" of any Person means thek$tolders' equity of such Person, determined consolidated basis in accordance with
generally accepted accounting principles, less ansaaitributable to Disqualified Stock of such Bers

"Consolidated Tangible Assets" of any Person méamsotal amount of assets (less applicable resemmd other properly deductible items)
which under generally accepted accounting prinsipleuld be included on a consolidated balance sifetch Person and its Subsidiaries
after deducting therefrom all goodwill, trade namesdemarks, patents, unamortized debt discouhteapense and other like intangibles,
which in each case under generally accepted adogupttinciples would be included on such consobidabalance sheet.

"Credit Facilities" means one or more credit agreets, loan agreements or similar facilities, sedwreunsecured, providing for revolving
credit loans, term loans and/or letters of cred@luding any Qualified Receivable Facility, engiato from time to time by the Company ¢
its Restricted Subsidiaries, and including anyteglanotes, Guarantees, collateral documents, msints and agreements executed in
connection therewith, as the same may be amendpplesnented, modified, restated or replaced frone tio time.

"Debt" means (without duplication), with respecttyy Person, whether recourse is to all or a podiche assets of such Person and whethel
or not contingent, (i) every obligation of such §ar for money borrowed, (ii) every obligation otluPerson evidenced by bonds, debent
notes or other similar instruments, including oatigns incurred in connection with the acquisitadriProperty, (iii) every reimbursement
obligation of such Person with respect to lettérsredit, bankers' acceptances or similar facgifesued for the account of such Person, (iv)
every obligation of such Person issued or assursédeadeferred purchase price of Property or sesvincluding securities repurchase
agreements but excluding trade accounts payaldeavued liabilities arising in the ordinary cout$dusiness),

(v) every Capital Lease Obligation of such Persuhall Attributable Value in respect of Sale and$eback Transactions entered into by
such Person,

(vi) all obligations to redeem or repurchase Didifjed Stock issued by such Person, (vii) the l@ation preference of any Preferred Stock
(other than Disqualified Stock, which is coveredthy preceding clause (vi)) issued by any ResttiGghsidiary of such Person, (viii) every
obligation under Interest Rate or Currency ProbecfAgreements of such Person and (ix) every olitigaif the type referred to in clauses (i)
through (viii) of another Person and all dividemdsnother Person the payment of which, in eitlasecsuch Person has Guaranteed. The
"amount" or "principal amount" of Debt at any timidetermination as used herein represented bgnfaPebt issued at a price that is less
than the principal amount at maturity thereof, shal except as otherwise set forth herein, theéted Value of such Debt at such time or (b)
in the case of any Receivables sale constitutinigt, e amount of the unrecovered purchase price(gat is, the amount paid for
Receivables that has not been actually recoveosd fne collection of such Receivables) by the pasehn (other than the Company or a
Wholly Owned Restricted Subsidiary of the Compahgyeof. The amount of Debt represented by an atiig under an Interest Rate or
Currency Protection Agreement shall be equal taéxd if such obligation has been Incurred purstmotause

(x) of paragraph (b) of the covenant described uhd€ertain Covenants-- Limitation on Consolidat@ebt" or (y) the notional amount of
such obligation if not Incurred pursuant to suciusk.

"Default" means any event, act or condition theuo@nce of which is, or after notice or the passafgeme or both would be, an Event of
Default.

"Disqualified Stock” of any Person means any Ca@tack of such Person which, by its terms (ortmy terms of any security into which it is
convertible or for which it is exchangeable), oboghe happening of any event, matures or is mantlatedeemable, pursuant to a sinking

fund obligation or otherwise, or is redeemabléhatdption of the holder thereof, in whole or intpan or prior to the final Stated Maturity of

the Notes; provided, however, that any PreferrediStvhich would not constitute Disqualified Stoalt lfor provisions thereof giving holders
thereof the right to require the Company to repasehor redeem such Preferred Stock
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upon the occurrence of a change of control ocaypitior to the final Stated Maturity of the Notdsh not constitute Disqualified Stock if t
change of control provisions applicable to suctd?red Stock are no more favorable to the holdéssich Preferred Stock than the
provisions applicable to the Notes contained indinenant described under "--Certain Covenantsfa@aaf Control Triggering Event" and
such Preferred Stock specifically provides that@oenpany will not repurchase or redeem any suatkgiarsuant to such provisions prior to
the Company's repurchase of such Notes as areaedduibe repurchased pursuant to the covenantildbedainder "--Certain Covenants--
Change of Control Triggering Event."

"Disqualified Stock Dividends" means all dividendih respect to Disqualified Stock of the Compaeydhby Persons other than a Wholly
Owned Restricted Subsidiary. The amount of any slimbdend shall be equal to the quotient of suchddind divided by the difference
between one and the maximum statutory federal ilctax rate (expressed as a decimal number betwapd Q) applicable to the Company
for the period during which such dividends weredpai

"Eligible Receivables" means, at any time, Recdesbf the Company and its Restricted Subsidiadgs®videnced on the most recent
quarterly consolidated balance sheet of the Comparat a date at least 45 days prior to such tngng in the ordinary course of business
of the Company or any Restricted Subsidiary.

"Event of Default" has the meaning set forth uridefvents of Default" below.

"Exchange Act" means the Securities Exchange A&B8#, as amended (or any successor act), andldsand regulations thereunder (or
respective successors thereto).

"Fair Market Value" means, with respect to any Rrop the price that could be negotiated in an sttemgth free market transaction, for ce
between a willing seller and a willing buyer, neittof whom is under pressure or compulsion to ceteghe transaction. Unless otherwise
specified in the Indenture, Fair Market Value shalldetermined by the board of directors of the Gamy acting in good faith and shall be
evidenced by a resolution of the board of directdrthe Company delivered to the Trustee.

"Government Securities" means direct obligation®obbligations fully and unconditionally guaraetieor insured by, the United States of
America or any agency or instrumentality thereoftf®e payment of which obligations or guaranteeftitifaith and credit of the United
States is pledged and which are not callable araexhble at the issuer's option (unless, for pugpokthe definition of "Cash Equivalents"
only, the obligations are redeemable or callabke @tice less than the purchase price paid by tmepgany or the applicable Restricted
Subsidiary, together with all accrued and unpaiérast (if any) on such Government Securities).

"Guarantee" by any Person means any obligatioactor indirect, contingent or otherwise, of sueng®n guaranteeing, or having the
economic effect of guaranteeing, any Debt of afmgoPerson (the "primary obligor") in any mannengther directly or indirectly, and any
obligation, direct or indirect, contingent or otiwige, of such Person (i) to purchase or pay (oaadg or supply funds for the purchase or
payment of) such Debt or to purchase (or to advanseipply funds for the purchase of) any secdatythe payment of such Debt, including
any such obligations arising by virtue of parthg@sirrangements or by agreements to keep-welt(ijurchase Property or services or to
take-or-pay for the purpose of assuring the haddeuch Debt of the payment of such Debt, (iiijiaintain working capital, equity capital or
other financial statement condition or liquiditytbe primary obligor so as to enable the primaygol to pay such Debt or (iv) entered into
for the purpose of assuring in any other manneptiigee against loss in respect thereof, in wiool@ part (and "Guaranteed",
"Guaranteeing" and "Guarantor" shall have meandogelative to the foregoing); provided, howeveagttthe Guarantee by any Person shall
not include endorsements by such Person for calecr deposit, in either case, in the ordinaryrsewf business.

"Guarantor" means a Restricted Subsidiary of theng@amy that has executed a Restricted SubsidiaryaBtese.
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"Incur" means, with respect to any Debt or othdigattion of any Person, to create, issue, incurdtyversion, exchange or otherwise),
assume, Guarantee or otherwise become liable recesf such Debt or other obligation including teeording, as required pursuant to
generally accepted accounting principles or otheewof any such Debt or other obligation on thahed sheet of such Person (and
"Incurrence", "Incurred”, "Incurrable" and "Incurg" shall have meanings correlative to the foregpiprovided, however, that a change in
generally accepted accounting principles that tesalan obligation of such Person that existaiahgime becoming Debt shall not be dee

an Incurrence of such Debt and that neither theuatof interest nor the accretion of original isgliscount shall be deemed an Incurrence of
Debt. Debt otherwise incurred by a Person befdoedbmes a Subsidiary of the Company shall be deé¢ongave been Incurred at the time
which it becomes a Subsidiary.

"Interest Rate or Currency Protection Agreementdrof Person means any forward contract, futuregacm swap, option or other financial
agreement or arrangement (including, without litiota, caps, floors, collars and similar agreemergkgting to, or the value of which is
dependent upon, interest rates or currency exchage or indices.

"Invested Capital" means the sum of (a) $500 mmillip) the aggregate net proceeds received by thep@ny from the issuance or sale of
Capital Stock, including Preferred Stock, of therany but excluding Disqualified Stock, subsequerthe Issue Date, and (c) the aggre:
net proceeds from the issuance or sale of DelfiteoCompany or any Restricted Subsidiary subsedadhe Issue Date convertible or
exchangeable into Capital Stock of the Companyrdtien Disqualified Stock, in each case upon casiwaror exchange thereof into Capital
Stock of the Company subsequent to the Issue Padgided, however, that the net proceeds fromghednce or sale of Capital Stock or
Debt described in clause (b) or (c) shall be exatLflom any computation of Invested Capital togktent (i) utilized to make a Restricted
Payment or (ii) such Capital Stock or Debt shalldhbeen issued or sold to the Company, a Subsidfahe Company or an employee stock
ownership plan or trust established by the Compargny such Subsidiary for the benefit of their égpes.

"Investment" by any Person means any direct or@utlioan, advance or other extension of cred@apital contribution (by means of
transfers of cash or other Property to others gmeats for Property or services for the accountsar of others, or otherwise) to, purchase,
redemption, retirement or acquisition of Capitalcki bonds, notes, debentures or other securitiegidence of Debt issued by, or Incurre

of, or payment on, a Guarantee of any obligatigran§ other Person; provided that Investments gxalude commercially reasonable
extensions of trade credit. The amount, as of atg df determination, of any Investment shall ledtiginal cost of such Investment, plus
cost of all additions, as of such date, theretoraimis the amount, as of such date, of any podf@uch Investment repaid to such Person in
cash as a repayment of principal or a return otaas the case may be (except to the extent mpaiid amount has been included in
Consolidated Net Income to support the actual ntpkirRestricted Payments), but without any othgustchents for increases or decreases in
value, or write-ups, write-downs or write-offs withspect to such Investment. In determining theuwarhof any Investment involving a
transfer of any Property other than cash, suchd?tpghall be valued at its Fair Market Value &t time of such transfer.

"Issue Date" means the date on which the Notemaialy issued.
"Issue Date Rating" means the respective ratingig@ad to the Notes by the Rating Agencies ongked Date.
"Joint Venture" means a Person in which the CompmareyRestricted Subsidiary holds not more than 50%e shares of Voting Stock.

"Lien" means, with respect to any Property, anytgege or deed of trust, pledge, hypothecationgassént, deposit arrangement, security
interest, lien, charge, easement (other than asgneant not materially impairing usefulness), enaamte, preference, priority or other
security agreement or preferential arrangement
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of any kind or nature whatsoever on or with respestuch Property (including any Capital Lease @dilon, conditional sale or other title
retention agreement having substantially the sasoaamic effect as any of the foregoing and any 8atklLeaseback Transaction). For
purposes of this definition the sale, lease, coaneg or other transfer by the Company or any d@itssidiaries of, including the grant of
indefeasible rights of use or equivalent arrangeémeith respect to, dark or lit communications fibapacity or communications conduit
shall not constitute a Lien.

"Moody's" means Moody's Investors Service, Incifdvloody's Investors Service, Inc. shall ceasngatlebt securities having a maturity at
original issuance of at least one year and sudahgsxbusiness shall have been transferred to a&ssocPerson, such successor Person;
provided, however, that if Moody's Investors Sesyiltic. 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 Trustee by tewniibtice given to the Company.

"Net Available Proceeds" from any Asset Dispositiignany Person means cash or cash equivalentsedo@ncluding amounts received by
way of sale or discounting of any note, installmeteivable or other receivable, but excluding atier consideration received in the forn
assumption by the acquiror of Debt or other obiaye relating to such Property) therefrom by suetsBn, net of (i) all legal, title and
recording taxes, expenses and commissions andfetreand expenses (including appraisals, brokeragenissions and investment banking
fees) Incurred and all federal, state, provind@eign and local taxes required to be accruedlabéity as a consequence of such Asset
Disposition, (ii) all payments made by such Persoits Subsidiaries on any Debt which is securedunh Property in accordance with the
terms of any Lien upon or with respect to such Briypor which must by the terms of such Lien, ooider to obtain a necessary consent to
such Asset Disposition or by applicable law, bearéut of the proceeds from such Asset Dispositiidiy all distributions and other
payments required to be made to minority intere&ddrs in Subsidiaries or Joint Ventures of sucs@&eas a result of such Asset Disposition
and (iv) appropriate amounts to be provided by ®Refson or any Subsidiary thereof, as the casebmags a reserve in accordance with
generally accepted accounting principles againgtiabilities associated with such Property andiretd by such Person or any Subsidiary
thereof, as the case may be, after such Asset §itgpg including liabilities under any indemnifio@n obligations and severance and other
employee termination costs associated with sucletABisposition, in each case as determined by dhedbof directors of such Person, in its
reasonable good faith judgment evidenced by aw#ealof the board of directors filed with the Tress; provided, however, that any
reduction in such reserve within twelve monthsdeiihg the consummation of such Asset Dispositiolh lvg, for all purposes of the Indenti
and the Notes, treated as a new Asset Dispositiiredime of such reduction with Net Available 8eeds equal to the amount of such
reduction; provided further, however, that, in 8vent that any consideration for a transaction ¢wkwvould otherwise constitute Net
Available Proceeds) is required to be held in esgrending determination of whether a purchase @itjestment will be made, at such time
as such portion of the consideration is releasedith Person or its Restricted Subsidiary fromagcsuch portion shall be treated for all
purposes of the Indenture and the Notes as a neet Assposition at the time of such release froonag with Net Available Proceeds equal
to the amount of such portion of considerationasésl from escrow.

"Offer to Purchase" means a written offer (the &Dff sent by the Company by first-class mail, pgstprepaid, to each holder of Notes at its
address appearing in the Note Register on theaddte Offer offering to purchase up to the priradipmount of Notes specified in such Offer
at the purchase price specified in such Offer &erdhined pursuant to the Indenture). Unless ofiservequired by applicable law, the Offer
shall specify an expiration date (the "Expiratioat®’) of the Offer to Purchase which shall be, sabjo any contrary requirements of
applicable law, not less than 30 days or more @tadays after the date of such Offer and a setti¢aate (the "Purchase Date") for purchase
of Notes within five Business Days after the Exjina Date. The Company shall notify the Trustekeast 15 Business Days (or such shorter
period as is acceptable to the

98



Trustee) prior to the mailing of the Offer of ther@pany's obligation to make an Offer to Purchasd,the Offer shall be mailed by the
Company or, at the Company's request, by the Teustthe name and at the expense of the CompamyOffier shall contain information
concerning the business of the Company and itsiiabies which the Company in good faith believel @nable such holders to make an
informed decision with respect to the Offer to Piage (which at a minimum will include (i) the mostent annual and quarterly financial
statements and "Management's Discussion and Asalj&iinancial Condition and Results of Operatiacmitained in the documents requ
to be filed with the Trustee pursuant to the Indem{which requirements may be satisfied by dejiarsuch documents together with the
Offer), (ii) a description of material developmeirithe Company's business subsequent to the filie tatest of such financial statements
referred to in clause (i) (including a descriptafrthe events requiring the Company to make theQf Purchase), (iii) if applicable,
appropriate pro forma financial information condéegtthe Offer to Purchase and the events requiiegCompany to make the Offer to
Purchase and (iv) any other information requirecpplicable law to be included therein). The Offieall contain all instructions and
materials necessary to enable such holders totd&ates pursuant to the Offer to Purchase. TherGfiall also state:

a. the Section of the Indenture pursuant to whehQffer to Purchase is being made;
b. the Expiration Date and the Purchase Date;

c. the aggregate principal amount of the outstapbliotes offered to be purchased by the Companypuatgo the Offer to Purchase
(including, if less than 100%, the manner by wtsalsh has been determined pursuant to the sectitve dfidenture requiring the Offer to
Purchase) (the "Purchase Amount");

d. the purchase price to be paid by the Compan$X@00 aggregate principal amount of Notes acdejptepayment (as specified pursuan
the Indenture) (the "Purchase Price");

e. that the holder may tender all or any portiothefNotes registered in the name of such holdéttzat any portion of a Note tendered must
be tendered in an integral multiple of $1,000 gpatamount;

f. the place or places where Notes are to be stered for tender pursuant to the Offer to Purchase;
g. that any Notes not tendered or tendered bupmahased by the Company will continue to accroerast;

h. that on the Purchase Date the Purchase Pricbegibme due and payable upon each Note being tectEp payment pursuant to the Offer
to Purchase and that interest thereon, if any| sbabke to accrue on and after the Purchase Date;

i. that each holder electing to tender a Note pamsto the Offer to Purchase will be required toender such Note at the place or places
specified in the Offer prior to the close of busis@n the Expiration Date (such Note being, if@oepany or the Trustee so requires, duly
endorsed by, or accompanied by a written instrurogtransfer in form satisfactory to the Company #me Trustee duly executed by, the
holder thereof or his attorney duly authorized niting);

j- that holders will be entitled to withdraw all any portion of Notes tendered if the Company lferPaying Agent) receives, not later thar
close of business on the Expiration Date, a tefagtalex, facsimile transmission or letter settiogh the name of the holder, the principal
amount of the Note the holder tendered, the ceatifi number of the Note the holder tendered amatensent that such holder is withdrawing
all or a portion of his tender;

k. that (i) if Notes in an aggregate principal amidless than or equal to the Purchase Amount dyeteindered and not withdrawn pursuant to
the Offer to Purchase, the Company shall purchhse@h Notes and (i) if Notes in an aggregata@ipal amount in excess of the Purchase
Amount are tendered and not withdrawn pursuartiedQffer to Purchase, the Company shall purchasesNwving an aggregate principal
amount equal to the Purchase Amount on a pro esis ljwith such adjustments as may be deemed ajiropo that only Notes in
denominations of $1,000 or integral multiples tloéghall be purchased); and
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. that in the case of any holder whose Note i€lpased only in part, the Company shall executetladrustee shall authenticate and deliver
to the holder of such Note without service chaegeew Note or Notes, of any authorized denomina®requested by such holder, in an
aggregate principal amount equal to and in exchémgihe unpurchased portion of the Note so tertlere

Any Offer to Purchase shall be governed by andcedtein accordance with the Offer for such OffePtachase.

"Officers' Certificate" means a certificate signgdthe Chairman of the board of directors of thenpany, a Vice Chairman of the board of
directors of the Company, the President or a Viesigent, and by the Chief Financial Officer, tHaef Accounting Officer, the Treasurer,
Assistant Treasurer, the Controller, the Secretagn Assistant Secretary of the Company and deld/to the Trustee, which shall comply
with the Indenture.

"Opinion of Counsel" means an opinion of counsekatable to the Trustee (who may be counsel t&€tmapany, including an employee of
the Company).

"OECD" shall mean the Organization for Economic @amation and Development.

"Permitted Holders" means the members of the Cogip&oard of Directors on the Issue Date and tleespective estates, spouses, ance
and lineal descendants, the legal representativasyoof the foregoing and the trustees of any Haleatrusts of which the foregoing are the
sole beneficiaries or the grantors, or any Perdavhach the foregoing "beneficially owns" (as defthin Rule 13d-3 under the Exchange Act)
at least 66 2/3% of the total voting power of thatilfg Stock of such Person.

"Permitted Interest Rate or Currency Protectione®gnent” of any Person means any Interest Rateroery Protection Agreement entered
into with one or more financial institutions in tbhedinary course of business that is designeddtept such Person against fluctuations in
interest rates or currency exchange rates withersp Debt Incurred and not for purposes of s@gimr and which, in the case of an interest
rate agreement, shall have a notional amount ratgréan the principal amount at maturity due weétbpect to the Debt being hedged
thereby.

"Permitted Investments" means (a) Cash Equivalébjsnvestments in prepaid expenses; (¢) negaiaistruments held for collection and
lease, utility and workers' compensation, perforoeaand other similar deposits; (d) loans, advancestensions of credit to employees and
directors made in the ordinary course of businesgiscansistent with past practice; (e) obligationder Permitted Interest Rate or Currency
Protection Agreements; (f) bonds, notes, debentumdother securities received as a result of A3sgositions pursuant to and in
compliance with "--Certain Covenants-- Limitation Asset Dispositions"; (g) Investments in any Per@® a result of which such Person
becomes a Restricted Subsidiary; (h) Investmentierpaor to the Issue Date; (i) Investments mader die Issue Date in Persons engaged in
the Telecommunications/IS Business in an aggresataunt not to exceed Invested Capital; and (j)tamdil Investments in an aggregate
amount not to exceed $200 million.

"Permitted Liens" means (a) Liens for taxes, asses$s, governmental charges, levies or claims whiemot yet delinquent or which are
being contested in good faith by appropriate prdcess, if a reserve or other appropriate provisibany, as shall be required in conformity
with generally accepted accounting principles shalle been made therefor; (b) other Liens incidéatdne conduct of the Company's and its
Restricted Subsidiaries' businesses or the owneddliis Property not securing any Debt, and wiidomot in the aggregate materially detract
from the value of the Company's and its RestriGebsidiaries' Property when taken as a whole, denadly impair the use thereof in the
operation of its business; (c) Liens, pledges aqbdits made in the ordinary course of businessiimection with workers' compensation,
unemployment insurance and other types of statutbligations; (d) Liens, pledges or deposits madseture the performance of tenders,
bids, leases, public or statutory obligations, Sese stays, appeals, indemnities, performanceharo
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similar bonds and other obligations of like natun@urred in the ordinary course of business (exetusf obligations for the payment of
borrowed money, the obtaining of advances or cadite payment of the deferred purchase prica@bétty and which do not in the
aggregate materially impair the use of Properttheoperation of the business of the Company amdR#stricted Subsidiaries taken as a
whole); (e) zoning restrictions, servitudes, eas@s)eights-of-way, restrictions and other simdharges or encumbrances incurred in the
ordinary course of business which, in the aggreghtenot materially detract from the value of thegerty subject thereto or materially
interfere with the ordinary conduct of the businekthe Company or its Restricted Subsidiaries; @ndny interest or title of a lessor in the
Property subject to any lease other than a Cdpitase.

"Permitted Telecommunications Capital Asset Disfimsi means the transfer, conveyance, sale, leasther disposition of optical fiber
and/or conduit and any related equipment usedSagment (as defined) of the Company's communicatietwork that (i) constitute capital
assets in accordance with generally accepted atingurinciples and (ii) after giving effect to sudisposition, would result in the Company
retaining at least either (A) 24 optical fibers paute mile on such Segment as deployed at thedfmach disposition or (B) 12 optical fibers
and one empty conduit per route mile on such Segasedeployed as such time. "Segment" means (k)nefipect to the Company's intercity
network, the through-portion of such network betwago local networks (i.e., Omaha to Denver) andafgh respect to a local network of
the Company (i.e., Dallas), the entire through-parbf such network, excluding the spurs which braaff the through-portion.

"Person" means any individual, corporation, compgaytnership, joint venture, limited liability cqrany, association, joint stock company,
trust, unincorporated organization, governmentganay or political subdivision thereof or any otketity.

"Preferred Stock" of any Person means Capital Stéskich Person of any class or classes (howewggrigted) that ranks prior, as to the
payment of dividends or as to the distribution sets upon any voluntary or involuntary liquidatidissolution or winding-up of such
Person, to shares of Capital Stock of any othessaté such Person.

"Preferred Stock Dividends" means all dividendswréspect to Preferred Stock of Restricted Sulréédidneld by Persons other than the
Company or a Wholly Owned Restricted Subsidiarye @amount of any such dividend shall be equal tajtiaient of such dividend divided
by the difference between one and the maximumtstgtfederal income rate (expressed as a decinrabeubetween 1 and 0 and determi
in accordance with generally accepted accountingimes) applicable to the issuer of such PreteBtock for the period during which such
dividends were paid.

"Property” means, with respect to any Person, atgyést of such Person in any kind of propertysses, whether real, personal or mixed, or
tangible or intangible, including Capital Stock amd other securities of, any other Person. Fqugases of any calculation required pursual
the Indenture, the value of any Property shalt®&air Market Value.

"Proportionate Interest" in any issuance of Catalck of a Restricted Subsidiary means a ratith@)numerator of which is the aggregate
amount of Capital Stock of such Restricted Subsjdi@neficially owned by the Company and the Ret&d Subsidiaries and (ii) the
denominator of which is the aggregate amount ofit@bptock of such Restricted Subsidiary benefigialvned by all Persons (excluding, in
the case of this clause (ii), any Investment madmnnection with such issuance).

"Purchase Money Debt" means Debt (including Acguebt and Capital Lease Obligations, mortgagenfiirys and purchase money
obligations) incurred for the purpose of financaibor any part of the cost of construction, inlstién, acquisition, lease, development or
improvement by the Company or any Restricted Sidngiaf any Telecommunications/IS Assets of the @any or any Restricted Subsidi
and including
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any related notes, Guarantees, collateral documiestsuments and agreements executed in conndt&oawith, as the same may be
amended, supplemented, modified or restated froma to time.

"Qualified Receivable Facility" means Debt of then@pany or any Subsidiary Incurred from time to tipugsuant to either (x) credit faciliti
secured by Receivables or (y) Receivables purdaadiies, and including any related notes, Guéas, collateral documents, instruments
and agreements executed in connection therewitiheasame may be amended, supplemented, modifiedt@ated from time to time.

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

"Rating Date" means the earlier of the date of jputnbtice of the occurrence of a Change of Cordraif 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 ¢Wwiteriod shall be extended so long as
rating of the Notes is under publicly announcedsiteration for possible downgrade by any of thdrigahgencies), either of the Rating
Agencies assigns or reaffirms a rating to the Ndtasis lower than the applicable Issue Date Rafim the equivalent thereof). If, prior to t
Rating Date, either of the ratings assigned td\tbes by the Rating Agencies is lower than theiapple Issue Date Rating, then a Rating
Decline will be deemed to have occurred if suchggis not changed by the 90th day following théifpDate. A downgrade within rating
categories, as well as between rating categoritiyevconsidered a Rating Decline.

"Receivables" means receivables, chattel papdruimgnts, documents or intangibles evidencing latirey to the right to payment of money
and proceeds and products thereof in each caseagedtén the ordinary course of business.

"Restricted Subsidiary" means (a) a Subsidianhef@ompany or of a Restricted Subsidiary that lsd$¥een designated or classified as an
Unrestricted Subsidiary pursuant to and in compgkawith "--Certain Covenants--Limitation on Desitjoas of Unrestricted Subsidiaries"
and (b) an Unrestricted Subsidiary that is redesigphas a Restricted Subsidiary pursuant to susénemt.

"Restricted Subsidiary Guarantee" means a supplaiiedenture to the Indenture in form satisfactmryhe Trustee, providing for an
unconditional Guarantee of payment in full of thimgipal of, premium, if any, and interest on thetds. Any such Restricted Subsidiary
Guarantee shall not be subordinate to any DeliteoRiestricted Subsidiary providing the Restrictads&diary Guarantee.

"S&P" means Standard & Poor's Ratings Servicef @tandard & Poor's Ratings Service shall ceasegaebt 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 Standard & Poor's Ratiagvice ceases rating debt securities having arityast 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 maturigriginal issuance of at least one year and
that shall have been designated by the Trusteewnjttan notice given to the Company.

"Sale and Leaseback Transaction" of any Person sreeandirect or indirect arrangement pursuant tkvany Property is sold or transfer
by such Person or a Restricted Subsidiary of seckom and is thereafter leased back from the paecta transferee thereof by such Person
or one of its Restricted Subsidiaries. The statatunity of such arrangement shall be the date efdbt payment of rent or any other amount
due under such arrangement prior to the first dateshich such arrangement may be terminated bjeis®e without payment of a penalty.

"Significant Subsidiary" means any Subsidiary thatild be a "Significant Subsidiary" of the Compamhin the meaning of Rule 1-02
under Regulation S- X promulgated by the Commission
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"Special Assets" means (a) the Capital Stock cetass Cable Michigan, Inc., RCN Corporation, Conmwealth Telephone Enterprises, Ir
KCP, Inc. and California Private Transportation Qamy, L.P. (and any intermediate holding compaaiesther entities formed solely for t
purpose of owning such Capital Stock or assets)eowdirectly or indirectly, by the Company or angsRicted Subsidiary on the Issue Date,
and (b) any Property, other than cash, Cash E@ntelnd Telecommunications/IS Assets, receivetasideration for the disposition after
the Issue Date of Special Assets (as contemplatdlebfirst proviso under "--Certain Covenants--Itation on Asset Dispositions").

"Stated Maturity" when used with respect to a Nwtany installment of interest thereon, means tite dpecified in such Note as the fixed
date on which the principal of such Note or suatahment of interest is due and payable, inclugingsuant to any mandatory redemption
provision (but excluding any provision providing the repurchase of such Note at the option ohtiider thereof upon the happening of any
contingency beyond the control of the Company $esh contingency has occurred).

"Subordinated Debt" means Debt of the Companyh@)is not secured by any Lien on or with respeetrty Property now owned or acqui
after the Issue Date and (b) as to which the paywfaorincipal of (and premium, if any) and interasd other payment obligations in respect
of such Debt shall be subordinate to the prior paynin full in cash of the Notes to at least thiéofeing extent: (i) no payments of principal
of (or premium, if any) or interest on or otherwdge (including by acceleration or for additionala@unts) in respect of, or repurchases,
redemptions or other retirements of, such Debidctlely, "payments of such Debt") may be pernditter so long as any default (after
giving effect to any applicable grace periods)ia payment of principal (or premium, if any) ordrgst on the Notes exists, including as a
result of acceleration; (ii) in the event that anlger Default exists with respect to the Notes,rupetice by holders of 25% or more in
aggregate principal amount of the Notes to the tErjghe Trustee shall have the right to give ediicthe Company and the holders of such
Debt (or trustees or agents therefor) of a paymbktkage, and thereafter no payments of such Delgtbre made for a period of 179 days
from the date of such notice, provided that notertban one such payment blockage notice may b givany consecutive 360-day period,
irrespective of the number of defaults with resgedhe Notes during such period; (iii) if paymeftsuch Debt is accelerated when any Notes
are outstanding, no payments of such Debt may it matil three Business Days after the Trusteeiveseanotice of such acceleration and,
thereafter, such payments may only be made toxdtemiethe terms of such Debt permit payment attihag; and (iv) such Debt may not (x)
provide for payments of principal of such Debtte stated maturity thereof or by way of a sinkingd applicable thereto or by way of any
mandatory redemption, defeasance, retirement arcbpse thereof by the Company (including any rqadem, retirement or repurchase
which is contingent upon events or circumstancéskduding any retirement required by virtue ofeleration of such Debt upon an ever
default thereunder), in each case prior to thd fitated Maturity of the Notes or (y) permit reddiop or other retirement (including pursuant
to an offer to purchase made by the Company) di sticer Debt at the option of the holder theredadmto the final Stated Maturity of the
Notes, other than, in the case of clause (x) qrayy such payment, redemption or other retirerfinoluding pursuant to an offer to purch:
made by the Company) which is conditioned upong&hange of control of the Company pursuant toipians substantially similar to those
described under "--Certain Covenants--Change otrGbmriggering Event" (and which shall provide tisach Debt will not be repurchased
pursuant to such provisions prior to the Comparepsirchase of the Notes required to be repurchagéue Company pursuant to the
provisions described under "--Certain Covenantsasigle of Control Triggering Event”) or (B) a saleothter disposition of assets pursuant to
provisions substantially similar to those describader "--Certain Covenanttimitation on Asset Dispositions” (and which shalbvide tha
such Debt will not be repurchased pursuant to guctisions prior to the Company's repurchase oNbtes required to be repurchased by
Company pursuant to the provision described und@e'ttain Covenants--Limitation on Asset Dispogitt).

"Subsidiary" of any Person means (i) a corporatimme than 50% of the combined voting power of thistanding Voting Stock of which is
owned, directly or indirectly, by such Person ordme or more other Subsidiaries of such Persory subh Person and one or more
Subsidiaries thereof or (ii) any other Person
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(other than a corporation) in which such Persomnar or more other Subsidiaries of such Personar Berson and one or more other
Subsidiaries thereof, directly or indirectly, haseast a majority ownership and power to direetpiolicies, management and affairs thereof.

"Telecommunications/IS Assets" means (a) any Ptggether than cash, cash equivalents and sea@)riticbe owned by the Company or any
Restricted Subsidiary and used in the TelecommtinitsllS Business; (b) for purposes of the covendascribed under "--Certain
Covenants--Limitation on Consolidated Debt" andLifritation on Liens" only, Capital Stock of any Ben; or (c) for all other purposes of
the Indenture, Capital Stock of a Person that besocanRestricted Subsidiary as a result of the aitipui of such Capital Stock by the
Company or another Restricted Subsidiary from agmgéh other than an Affiliate of the Company; pdad, however, that, in the case of
clause (b) or (c), such Person is primarily engagete Telecommunications/IS Business.

"Telecommunications/IS Business" means the busiofe@stransmitting, or providing services relaito the transmission of, voice, video or
data through owned or leased transmission fad|i(i® constructing, creating, developing or mairkg communications networks, related
network transmission equipment, software and adlegices for use in a communications business,

(iii) computer outsourcing, data center managenwrhputer systems integration, reengineering ofpeder software for any purpose
(including, without limitation, for the purposes drting computer software from one operating eswvinent or computer platform to another
or to address issues commonly referred to as "2@@0 issues") or (iv) evaluating, participatingporsuing any other activity or opportunity
that is primarily related to those identified il (i) or (iii) above; provided that the determiiwen of what constitutes a
Telecommunications/IS Business shall be made il gaith by the board of directors of the Company.

"Unrestricted Subsidiary" means (a) 91 Holding Cdtipe subsidiary that holds indirectly the Compaiigterests in the SR91 tollroad); (b)
any Subsidiary of an Unrestricted Subsidiary; ar)dagly Subsidiary of the Company designated as puduant to and in compliance with "--
Certain Covenants--Limitation on Designations oféstricted Subsidiaries" and not thereafter redegey as a Restricted Subsidiary as
permitted pursuant thereto.

"Voting Stock" of any Person means Capital Stockuath Person which ordinarily has voting powertfar election of directors (or persons
performing similar functions) of such Person, wieetat all times or only for so long as no seniassslof securities has such voting power by
reason of any contingency.

"Wholly Owned Subsidiary" of any Person means asilidry of such Person all of the outstanding Vipt8tock or other ownership interests
(other than directors' qualifying shares) of whéttall at the time be owned by such Person or byoomeore Wholly Owned Subsidiaries of
such Person or by such Person and one or more yMBwolhed Subsidiaries of such Person.

EVENTS OF DEFAULT

The following will be Events of Default under thadenture: (a) failure to pay principal of (or premi, if any, on) any Note when due; (b)
failure to pay any interest on any Note when doatioued for 30 days; (c) default in the paymenpiificipal and interest on Notes required
to be purchased pursuant to an Offer to Purchadesasibed under "--Certain Covenants-- Changeooti©l Triggering Event" when due

and payable; (d) failure to perform or comply witle provisions described under "--Mergers, Constiliths and Certain Sales of Assets" and
"--Certain Covenants-- Limitation on Asset Dispisit"; (e) failure to perform any other covenanagreement of the Company under the
Indenture or the Notes continued for 60 days afti#ten notice to the Company by the Trustee odbrd of at least 25% in aggregate
principal amount of the outstanding Notes; (f) défander the terms of any instrument evidencingamuring Debt of the Company or any
Restricted Subsidiary having an outstanding prialcgmount of $25 million or its foreign currencyudeplent at the time individually or in tt
aggregate which default results in the acceleraifdhe payment of such indebtedness or constithee&ilure to pay such indebtedness w
due (after expiration of any applicable
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grace period); (g) the rendering of a judgmenudgjnents against the Company or any Restrictedidabsin an aggregate amount in
excess of $25 million or its foreign currency e@lént at the time and shall not be waived, satishiedischarged for any period of 45
consecutive days during which a stay of enforcerakall not be in effect; (h) any Restricted SulasigiGuarantee ceases to be in full force
and effect (other than in accordance with the tesfrmich Subsidiary Guaranty) or any Guarantorekear disaffirms its obligations under its
Restricted Subsidiary Guarantee; and

(i) certain events of bankruptcy, insolvency orrgamization affecting the Company or any SignificGabsidiary. Subject to the provisions of
the Indenture relating to the duties of the Trustemase an Event of Default shall occur and beicoimg, the Trustee will not be under any
obligation to exercise any of its rights or powensler the Indenture at the request or directicangfof the holders of Notes, unless such
holders shall have offered to the Trustee reaserialemnity. Subject to such provisions for thesimahification of the Trustee, the holders of
a majority in aggregate principal amount of thestartdding Notes will have the right to direct thedi method and place of conducting any
proceeding for any remedy available to the Trusteexercising any trust or power conferred on thesiee.

If any Event of Default (other than an Event of &éf described in clause

(i) above with respect to the Company) shall o@nd be continuing, either the Trustee or the heldéat least 25% in aggregate principal
amount of the outstanding Notes may acceleratentitarity of all Notes; provided, however, that aftach acceleration, but before a
judgment or decree based on acceleration, the tsotde majority in aggregate principal amountha butstanding Notes may, under cer
circumstances, rescind and annul such accelerdtidirEvents of Default, other than the non-payinefnaccelerated principal, have been
cured or waived as provided in the Indenture. IEaent of Default specified in clause (i) abovewrsowith respect to the Company, the
outstanding Notes will ipso facto become immedjatkle and payable without any declaration or o#fetion the part of the Trustee or any
holder. For information as to waiver of defaulese $--Amendment, Supplement and Waiver."

No holder of any Note will have any right to instié any proceeding with respect to the Indentuferoany remedy thereunder, unless s
holder shall have previously given to the Trusteitt@n notice of a continuing Event of Default amtless also the holders of at least 25% in
aggregate principal amount of the outstanding Nsiedl have made written request and offered reddenndemnity to the Trustee to
institute such proceeding as trustee, and the eusttall not have received from the holders of pritain aggregate principal amount of the
outstanding Notes a direction inconsistent withhstezjuest and shall have failed to institute sudegeding within 60 days. However, such
limitations do not apply to a suit instituted byr@lder of a Note for enforcement of payment ofgthiacipal of and premium, if any, or intert
on such Note on or after the respective due daj@®essed in such Note.

The Company shall deliver to the Trustee, withirda§s after the occurrence thereof, written ndtiche form of an Officers' Certificate of
any event which with the giving of notice and tapde of time would become an Event of Defaulsstisgus and what action the Company is
taking or proposes to take with respect therete. Cbmpany also will be required to deliver to tmastee annually a statement as to the
performance by the Company of certain of its oliares under the Indenture and as to any defawdtah performance.

AMENDMENT, SUPPLEMENT AND WAIVER

The Company and the Trustee may, at any time amd fime to time, without notice to or consent of &olders of Notes, enter into one or
more indentures supplemental to the Indentureo(gyitdence the succession of another Person @dhgany and the assumption by such
successor of the covenants of the Company in ttentiure and the Notes; (2) to add to the coverwdrttee Company, for the benefit of the
holders, or to surrender any right or power coeféupon the Company by the Indenture; (3) to agdaaditional Events of Defaults; (4) to
provide for uncertificated Notes in addition toilmplace of certificated Notes; (5) to evidence pravide for the acceptance of appointment
under the Indenture of a successor Trustee; (§d¢are the Notes; (7) to comply with the Trust hidee Act or the Securities Act (including
Regulation S promulgated thereunder); (8) to adtitimthal Guarantees with respect to the Notes oelkease Guarantors from Restricted
Subsidiary Guarantees as provided by the termseofrtdenture; or

(9) to cure any ambiguity in the Indenture,
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to correct or supplement any provision in the Indemwhich may be inconsistent with any other pgmn therein or to add any other
provision with respect to matters or questionsrggisinder the Indenture; provided such actions| stutladversely affect the interests of the
holders in any material respect.

With the consent of the holders of not less thamagority in principal amount of the outstanding Bstthe Company and the Trustee may
enter into one or more indentures supplementdidgdridenture for the purpose of adding any prowssim or changing in any manner or
eliminating any of the provisions of the Indentaranodifying in any manner the rights of the hokjgrovided that no such supplemental
indenture shall, without the consent of the holafezach outstanding Note (1) change the Stated fit\atf the principal of, or any instalime
of interest on, any Note, or reduce the principabant thereof or the interest thereon that wouldie and payable upon the Stated Maturity
thereof, or change the place of payment whereéhecoin or currency in which, any Note or any pramior interest thereon is payable, or
impair the right to institute suit for the enforoemt of any such payment on or after the Stated Mwtilhereof; (2) reduce the percentage in
principal amount of the outstanding Notes, the eahsf whose holders is necessary for any suchlesmemtal Indenture or required for any
waiver of compliance with certain provisions of fnelenture or certain Defaults thereunder; (3) sdinate in right of payment, or otherwise
subordinate, the Notes to any other Debt; (4) eixasptherwise required by the Indenture, releagesacurity interest that may have been
granted in favor of the holders of the Notes; gjuce the premium payable upon the redemptionyofNate nor change the time at which
Note may be redeemed, as described ur--Optional Redemption”; (6) reduce the premium fgaipon a Change of Control Triggering
Event or, at any time after a Change of Controjjdering Event has occurred, change the time athwthie Offer to Purchase relating thereto
must be made or at which the Notes must be repsechpursuant to such Offer to Purchase; (7) atiamgyafter the Company is obligated to
make an Offer to Purchase with the Net AvailablecBeds from Asset Dispositions, change the tinvehath such Offer to Purchase must be
made or at which the Notes must be repurchasediguirthereto; (8) make any change in any Restristdssidiary Guarantee that would
adversely affect the holders of the Notes; or (Blify any provision of this paragraph (except toréase any percentage set forth herein).

The holders of not less than a majority in printgraount of the outstanding Notes may, on behathefholders of all the Notes, waive any
past Default under the Indenture and its consesemxcept Default (1) in the payment of the pdatdf (or premium, if any) or interest on
any Note, or (2) in respect of a covenant or ptionisiereof which under the proviso to the priorggmaph cannot be modified or amended
without the consent of the holder of each outstamdlote affected.

SATISFACTION AND DISCHARGE OF THE INDENTURE, DEFEAS ANCE

The Company may terminate its obligations undednidenture when (i) either (A) all outstanding Noteve been delivered to the Truste:
cancellation or (B) all such Notes not theretofedivered to the Trustee for cancellation have bexdue and payable, will become due and
payable within one year or are to be called foemagtion within one year under irrevocable arrang#meatisfactory to the Trustee for the
giving of notice of redemption by the Trustee ie ttame and at the expense of the Company, andotih@ay has irrevocably deposited or
caused to deposited with the Trustee funds in asuatrsufficient to pay and discharge the entirebtddness on the Notes not theretofore
delivered to the Trustee for cancellation, for pifiral of (or premium, if any, on), and interest tre Notes; (ii) the Company has paid or
caused to be paid all other sums payable by thep@oynunder the Indenture; and (iii) the Companydeered an Officers' Certificate and
an Opinion of Counsel relating to compliance with tonditions set forth in the Indenture.

The Company, at its election, shall (a) be deemdtve paid and discharged its debt on the Notéstenindenture shall cease to be of
further effect as to all outstanding Notes (ex@epto (i) rights of registration of transfer, suoston and exchange of Notes and the
Company's right of optional redemption, (i) riglafsholders to receive payment of principal of,mprem, if any, and interest on such Notes
(but not the Purchase Price referred to under ttateCovenants--Change of Control Triggering EVemtunder "--Limitation on Asset
Dispositions™) and any rights of the holders witspect to such amount, (iii) the rights, obligasi@md immunities of the Trustee under the
Indenture and (iv) certain other specified prowvisiin the Indenture) or
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(b) cease to be under any obligation to comply wéftain restrictive covenants, including thosecdbsd under "--Certain Covenants," and
terminate the operation of certain Events of Défaiter the irrevocable deposit by the Companyhie Trustee, in trust for the benefit of
the holders of Notes, at any time prior to the mgtwf the Notes, of (A) money in an amount, (B)v&rnment Securities which through the
payment of interest and principal will provide, tetier than one day before the due date of paymeaespect of the Notes, money in an
amount, or (C) a combination thereof, sufficienp&y and discharge the principal of (premium, if,am), and interest on, the Notes then
outstanding on the dates on which any such paynaeatdue in accordance with the terms of the Inderand of the Notes. Such defeasance
or covenant defeasance shall be deemed to ocopifadrtain conditions are satisfied, including@mg other things, delivery by the
Company to the Trustee of an Opinion of Counsedpiable to the Trustee to the effect that (i) sueghosit, defeasance and discharge will

be deemed, or result in, a taxable event for fédecame tax purposes with respect to the holdand; (i) the Company's deposit will not
result in the trust relating thereto or the Trudieang subject to regulation under the Investmeasrh@any Act of 1940.

GOVERNING LAW
The Indenture and the Notes are governed by the ¢dithe State of New York, without reference tmgiples of conflicts of law.
THE TRUSTEE

IBJ Schroder Bank & Trust Company is the Trustegeurthe Indenture. The address of the Trustee és®ate Street, New York, New York
10004.

NO PERSONAL LIABILITY OF DIRECTORS, OFFICERS, EMPLO YEES AND STOCKHOLDERS

No director, officer, employee, incorporator orctioolder of the Company, as such, shall have aylily for any obligations of th

Company under the Notes or the Indenture or forcaiyn based on, in respect of, or by reason af @bligations or their creation, solely by
reason of its status as director, officer, employmerporator or stockholder of the Company. Bgeqting a Note each holder waives and
releases all such liability (but only such lialyijit The waiver and release are part of the conatater for issuance of the Notes. Nevertheless,
such waiver may not be effective to waive lialektiunder the federal securities laws and it has theeview of the Commission that such a
waiver is against public policy.

TRANSFER AND EXCHANGE

A holder may transfer or exchange Notes in accarglavith the Indenture. The Company, the Registndrthe Trustee may require a holder,
among other things, to furnish appropriate endoesgmand transfer documents and the Company mayeegholder to pay any taxes and
fees required by law or permitted by the Indenture.

REGISTRATION RIGHTS

The Company has agreed pursuant to the Registratjogement that the Company will, at its cost,n(@l) later than 90 days after the Original
Notes Closing Date, file a registration statemém (Exchange Offer Registration Statement”) witlh Commission with respect to t
Exchange Offer, (b) use its best efforts to cabeeEixchange Offer Registration Statement to beadedleffective under the Securities Act
later than 150 days after the Original Notes Clgp$hate and (c) upon the effectiveness of the Exgb&dffer Registration Statement, offer
New Notes in exchange for surrender of the Orightaties. The Company has agreed to keep the Excl@affigeopen for not less than

days (or longer if required by applicable law) aftee date notice of the Exchange Offer is maitethe holders of the Notes. The New Notes
are being offered hereunder to satisfy these diidiga of the Company under the Registration Agregnfeor each Original Note surrendered
to the Company pursuant to the Exchange Offerhttder of such Original Note will receive a
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New Note having a principal amount equal to thahefsurrendered Original Note. Interest on eacl Nete will accrue from the la

interest payment date on which interest was paitherOriginal Note surrendered in exchange thesedf no interest has been paid on such
Original Note, from the date of its original issBased upon interpretations by the Staff of the @sgion issued to third parties, the
Company believes that the New Notes issued purgsaahe Exchange Offer in exchange for the Orightales may be offered for resale,
resold and otherwise transferred by holders thgjabger than any holder which is (i) an "affiliatef'the Company within the meaning of R
405 under the Securities Act, (ii) a broker-deatao acquired Original Notes directly from the Comypar (iii) a broker-dealer who acquired
Original Notes as a result of market-making or otheding activities) without compliance with thegistration and prospectus delivery
provisions of the Securities Act provided that sidgw Notes are acquired in the ordinary courseuohdolders' business and such holders
are not engaged in, and do not intend to engagmihhave no arrangement or understanding wittpargon to participate in, a distribution
of such New Notes. Each broker-dealer that recélag Notes for its own account pursuant to the Brge Offer must acknowledge that it
will deliver a prospectus in connection with angale of such New Notes. The Letter of Transmitizes that by so acknowledging and by
delivering a prospectus, a broker-dealer will rdieemed to admit that it is an "underwriter" wittie meaning of the Securities Act. This
Prospectus, as it may be amended or supplememedifne to time, may be used by a broker-dealenmmection with resales of New Notes
received in exchange for Original Notes where Suetv Notes were acquired by such broker-dealerraswdt of market-making activities or
other trading activities. The Company has agreat #gtarting on the date of this Prospectus anthgrah the close of business on the day
is 180 days following the date of this Prospeditusijll make this Prospectus available to any bre#tealer for use in connection with any
such resale. See "Plan of Distribution."

A holder of Original Notes (other than certain dfied holders) who wishes to exchange such Orighates for New Notes in the Exchange
Offer will be required to represent that any Newtd¢oio be received by it will be acquired in thdioary course of its business and that at the
time of the commencement of the Exchange Offeastimo arrangement or understanding with any pecsparticipate in the distribution
(within the meaning of the Securities Act) of thevidNotes and that it is not an "affiliate” of ther@pany, as defined in Rule 405 of the
Securities Act, or if it is an affiliate, that itilvcomply with the registration and prospectusivkaly requirements of the Securities Act to the
extent applicable.

In the event that (i) applicable interpretationshef staff of the Commission do not permit the Camypto effect the Exchange Offer, (ii) for
any other reason the Exchange Offer Registratiate8tent is not declared effective within 150 ddyerahe Original Notes Closing Date or
the Exchange Offer is not consummated within 18@&adter the Closing Date,

(iii) the Initial Purchasers so request with resgedNotes not eligible to be exchanged for Newedsdah the Exchange Offer or (iv) any holder
of Original Notes (other than an Initial Purchassmot eligible to participate in the Exchangeddfr does not receive freely tradeable New
Notes in the Exchange Offer other than by reas@uoh holder being an affiliate of the Companyéiing understood that the requirem

that a broker-dealer receiving New Notes in thelaxge Offer deliver the prospectus contained irEtkehange Offer Registration Statement
in connection with sales of New Notes shall noulteis such New Notes being not “freely tradeabléf® Company will, at its cost, (a) as
promptly as practicable, file a Shelf Registrat&tatement covering resales of the Original Notah@MNew Notes, as the case may be, (b
its best efforts to cause the Shelf Registrati@iebtent to be declared effective under the Seesrct and

(c) use its best efforts to keep the Shelf RegismmeStatement effective until two years afteraffective date. The Company will, in the event
a Shelf Registration Statement is filed, among rothieigs, provide to each holder for whom such SRelistration Statement was filed coj
of the prospectus which is a part of the Shelf Regfion Statement, notify each such holder wherSthelf Registration Statement has
become effective and take certain other actiores@sequired to permit unrestricted resales ofdtiginal Notes or the New Notes, as the
may be. A holder selling such Original Notes or Néotes pursuant to the Shelf Registration Statergengrally would be required to be
named as a selling security holder in the relatedgectus and to deliver a prospectus to purchasérbe subject to certain of the civil
liability provisions under the Securities Act inntction with such sales and will be bound by tfwigions of the Registration Agreement
which are applicable to such holder (including @@rindemnification obligations).
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If (@) on or prior to the 90th day following thei@inal Notes Closing Date, neither the ExchangeeORfegistration Statement nor the Shelf
Registration Statement has been filed with the Cision, (b) on or prior to the 150th day followitige Original Notes Closing Date, neither
the Exchange Offer Registration Statement nor tief Registration Statement has been declaredtiaféedc) on or prior to the 180th day
following the Original Notes Closing Date, neitlike Exchange Offer has been consummated nor tHeRdgistration Statement has been
declared effective, or (d) after either the Excleafdfer Registration Statement or the Shelf Regfistn Statement has been declared
effective, such Registration Statement thereaftases to be effective or usable (subject to cegtateptions) in connection with resales of
Original Notes or New Notes in accordance with dadng the periods specified in the Registratiomg®gnent (each such event referred to in
clauses (a) through (d), a "Registration Defaultiferest ("Special Interest") will accrue on thiapipal amount of the Original Notes and the
New Notes (in addition to the stated interest an@miginal Notes and the New Notes) from and inicigdhe date on which any su
Registration Default shall occur to but excludihg tlate on which all Registration Defaults haventmeed. Special Interest will accrue at a
rate of 0.50% per annum during the 90-day periati@aiately following the occurrence of such RegtstraDefault and shall increase by
0.25% per annum at the end of each subsequentydfedimd, but in no event shall such rate exceB8@%.per annum. If the Exchange Offer
is consummated on the terms and within the periodetnplated by this Prospectus, no Special Intevilidbe payable. The New Notes will
not contain any provisions regarding the paymer8pcial Interest.

The summary herein of certain provisions of theiRegtion Agreement does not purport to be com@ettis subject to, and is qualified in
its entirety by reference to, all the provisionghed Registration Agreement, a copy of which i€ahibit to the Registration Statement of
which this Prospectus is a part.

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following general discussion summarizes theemaltU.S. Federal income tax consequences to aHbBer of the exchange of the
Original Notes and disposition of the New NotesisTdiscussion only deals with persons that hold\b&es as capital assets within the
meaning of Section 1221 of the Internal RevenueeCQudL986, as amended (the "Code"), and that paechthe Original Notes for cash at
original issue. This discussion does not addres$)ts. Federal income tax consequences that megléxant to persons subject to special
treatment under certain U.S. Federal income tas,lawch as dealers in securities or foreign cuyreimancial institutions, trusts, insurance
companies, tax-exempt organizations, persons thdtNotes as part of a straddle, hedge against¢ayrrisk or constructive sale or
conversion transaction, persons that have a fumalticurrency other than the U.S. dollar and inwssito pass-through entities.

This discussion is based on the Code, the finalpteary and proposed Treasury regulations promedgtitereunder, administrative
pronouncements and judicial decisions, all asfieceén the date hereof and all of which are suligechange, possibly with retroactive
effect. The Company has not requested, and wiltemtiest, a ruling from the U.S. Internal Revenae/ige (the "IRS") with respect to any
the U.S. Federal income tax consequences desdrdded, and as a result, there can be no assurhacthe IRS will not disagree with or
challenge any of the conclusions set forth herein.

THIS DISCUSSION DOES NOT DISCUSS ALL OF THE FEDERANCOME TAX CONSIDERATIONS THAT MAY BE RELEVANT
TO A HOLDER OF NOTES. PROSPECTIVE

PARTICIPANTS IN THE EXCHANGE OFFER ARE URGED TO CGWLT THEIR OWN TAX ADVISORS WITH RESPECT TO THE
APPLICATION TO THEIR PARTICULAR SITUATIONS OF U.S=EDERAL INCOME TAX LAWS, AS WELL AS THE LAWS OF AN
STATE, LOCAL OR FOREIGN TAXING JURISDICTION.

U.S. HOLDERS

The following discussion is limited to persons wdre U.S. Holders. For purposes of this discus$idr§. Holder" means (i) an individual
who is a citizen or resident of the United Staf&sa corporation, partnership
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or other entity created or organized under the lafabe United States or any political subdivistbereof or therein, (iii) an estate or trust the
income of which is subject to U.S. Federal incomeregardless of its source or (iv) a person whastdwide income or gain is otherwise
subject to U.S. Federal income tax.

Stated Interest. Stated interest on a Note withlzable to a U.S. Holder as ordinary interest ine@mthe time it accrues or is received in
accordance with such holder's regular method o&taounting.

Sale or Exchange of Notes. Upon the sale, exchangeirement of a Note, a U.S. Holder generalllf micognize taxable gain or loss equal
to the difference between (i) the amount realizedwuch disposition (other than amounts attributadokccrued and unpaid interest) and (ii)
such U.S. Holder's adjusted tax basis in the Note.

Any gain or loss recognized on the sale or exchafigeNote generally will constitute lortgrm capital gain or loss if the underlying Notes
been held by a U.S. Holder for more than 12 moathsf the date of such disposition (the "Disposifiate™). For noncorporate U.S. Holde
long-term capital gain generally will be subjectics. Federal income tax at a maximum rate of 28%ei Original Notes and the New Notes
have been held for more than 12 months but not thare 18 months as of the Disposition Date. If@r@ginal Notes and the New Notes he
been held for more than 18 months as of the DiipodDate, however, any long-term capital gain ggiped by a noncorporate U.S. Holder
generally will be subject to U.S. Federal incomedaa maximum rate of 20%.

Notwithstanding the foregoing, any amounts realirecbnnection with any sale or exchange with resfmeaccrued interest not previou
included in income will be treated as ordinary iat income.

Exchange Offer. The Company will be required to pdgitional cash interest on the Notes if it fadisomply with certain of its obligations
under the Registration Agreement. Such additiamakést should be taxable to a U.S. Holder as ardimterest income at the time it accrues
or is received in accordance with each such haldedular method of tax accounting. It is possib®yever, that the IRS might take a
different position, in which case U.S. Holders ntigk required to include such additional interashcome as it accrues or becomes fixed
(regardless of their regular method of tax accaogti

The exchange of Original Notes for New Notes punstmthe Exchange Offer will not constitute a talgaevent for U.S. Federal income tax
purposes. As a result, (i) a U.S. Holder of Notdsnet recognize taxable gain or loss as a resulhe exchange of Original Notes for New
Notes pursuant to the Exchange Offer, (ii) the imgjgberiod of the New Notes will include the holdiperiod of the Original Note
surrendered in exchange therefor and

(iii) a U.S. Holder's adjusted tax basis in the Ne¢wtes will be the same as such U.S. Holder's &gljusix basis in the Original Notes
surrendered in exchange therefor.

Information Reporting and Backup Withholding. A Utlder of Notes may be subject to backup withingjcat a 31% rate with respect to
"reportable payments," which include interest gaidbr gross proceeds from the disposition of theeblorhe payor of any reportable
payments will be required to deduct and withhol&3df such payments if (i) the payee fails to fuhnéscorrect Taxpayer Identification
Number (a "TIN") to the payor in the prescribed man (ii) the IRS notifies the payor that the TiNriished by the payee is incorrect, (iii)
payee has failed properly to report the receipepbrtable payments and the IRS has notified tyerphat backup withholding is required or
(iv) the payee fails to properly certify that syzdyee is not subject to backup withholding. If amg of these events occurs with respect to a
U.S. Holder of Notes, the Company, its paying dreeotwithholding agent will be required to withhd@% of any payments of principal,
premium, if any, and interest on a Note. Corporetiand certain other entities described in the GodeTreasury regulations and exempt
from backup withholding if their exempt status isgerly established.
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Any amount withheld from a payment to a U.S. Holdeder the backup withholding rules will be allonaesia refund or credit against such
holder's U.S. Federal income tax liability, so lasgthe required information is provided to the.IRBe Company, its paying agent or other
withholding agent generally will report to a U.Solder of Notes and to the IRS the amount of anpmaple payments made in respect of the
Notes for each calendar year and the amount okitdsheld, if any, with respect to such paymel

NON-U.S. HOLDERS

The following discussion is limited to persons wdravhich are Non-U.S. Holders. For these purpd$ésn-U.S. Holder" means a person t
is not a U.S. Holder.

Stated Interest. Subject to the discussion of baekithholding below, payments of interest on a Nlota Non-U.S. Holder generally will not
be subject to U.S. Federal income or withholding paovided that (i) the holder does not actuabygonstructively own 10% or more of the
total combined voting power of all classes of stoEkhe Company that are entitled to vote, (i) timdder is not (a) a controlled foreign
corporation that is related to the Company throstgick ownership or (b) a bank receiving interesadoan entered into in the ordinary cot
of business, (iii) such interest is not effectivebnnected with the conduct by the Non-U.S. Holafea trade or business within the United
States and (iv) the Company or its paying agergives (a) from the Non-U.S. Holder a properly costgdl Form W-8 (or substitute Form W-
8) signed under penalties of perjury, which prosittee Non-U.S. Holder's name and address andiesttiifat the Non-U.S. Holder is not a
U.S. person or (b) from a security clearing orgatian, bank or other financial institution that ti®lthe Notes in the ordinary course of its
trade or business (a "financial institution") orhbk of the Non-U.S. Holder Certification under péies of perjury that such a Form W-8 (or
substitute Form W-8) has been received by it, oamgyther such financial institution, from the NorS8UHolder, and a copy of the Form W-8
(or substitute Form W-8) is furnished to the payor.

A Non-U.S. Holder that does not qualify for exeroptfrom withholding under the second preceding graah generally will be subject to
withholding of U.S. Federal income tax at a 30% i@t lower applicable treaty rate) on paymentsitafrest on the Notes.

If interest on the Notes is effectively connectathvihe conduct by a Non- U.S. Holder of a tradéusiness within the United States, such
interest will be subject to U.S. Federal incomeatthe rate applicable to U.S. persons generaiig,(with respect to corporate holders, may
also be subject to a 30% branch profits tax). tériest is subject to U.S. Federal income tax imatance with these rules, such interest
payments will not be subject to U.S. withholding @ long as the relevant Non-U.S. Holder provitiesCompany or its paying agent with a
properly executed Form 4224,

The Treasury Department recently adopted Treaggwlations regarding information reporting and hgcwithholding. In general, such
Treasury regulations unify current certificatiomgedures and forms and clarify reliance standamdscartain rules with respect to foreign
partnerships. For example, such Treasury regukatiequire, in the case of Notes held by a foremptngrship, that (i) the certification
described in clause (iv) above be provided by tiréners rather than by the foreign partnership(@nthe partnership provide certain
information, including a TIN. A look-through rul@glies in the case of tiered partnerships. Thegelations will become effective for
payments made after December 31, 1999, subjeetrtaic transition rules.

Non-U.S. Holders should consult any applicable incoaxetteaties, which may provide for a lower ratevithholding tax, exemption from «
reduction of branch profits tax, or other ruledeatiént from those described above.

Sale or Exchange of Notes. Subject to the discossidackup withholding, any gain realized by a N&u$. Holder on the sale or exchang
a Note generally will not be subject to U.S. Fetlemeome tax, unless (i) such gain is effectivebyinected with the conduct by such Ndrs.
Holder of a trade or business within the Unitede&xa(ii) the Nond.S. Holder is an individual who is present in thated States for 183 da
or more in the taxable year of disposition andaierdther conditions are satisfied or

(iii) the Non-U.S. Holder is subject to tax purstitmthe provisions of U.S. Federal income tax &plicable to certain expatriates.
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Information Reporting and Backup Withholding. Then@pany must report annually to the IRS and to é&miU.S. Holder the amount of
any interest paid on the Notes in such year andiigunt of tax withheld, if any, with respect takypayments. Copies of those information
returns also may be made available, under the gimms of a specific treaty or agreement, to thentaauthorities of the country in which the
Nor-U.S. Holder resides.

Backup withholding and information reporting genlgravill not apply to interest payments made to @aNJ.S. Holder in respect of the Notes
if such Non-U.S. Holder furnishes the Company ®piying agent with a properly executed certifmatn Form W-8 (or substitute Form W-
8) signed under penalties of perjury stating thatlieneficial owner is not a U.S. person and geftirth such Non-U.S. Holder's name and
address, provided that neither the Company ngraiysng agent has actual knowledge that such haddet).S. person or that the condition:
an exemption are not in fact satisfied. See theudsion in "--Stated Interest" with regard to thei€ication rules under recently enacted
Treasury regulations.

The payment of proceeds from a Non-U.S. Holdespatition of Notes to or through the U.S. officeaafy broker, domestic or foreign, will
be subject to information reporting and possibleking withholding unless such holder certifies agsmon-U.S. status under penalties of
perjury or otherwise establishes an exemption,igeal/that the broker does not have actual knowldldgiesuch holder is a U.S. person or
the conditions of an exemption are not, in fadisfiad. The payment of the proceeds from a Nors.Wolder's disposition of a Note to or
through a non-U.S. office of either a U.S. brokeamon-U.S. broker that is a U.S.-related persibirbe subject to information reporting, but
not backup withholding, unless such broker has d@mtary evidence in its files that such Ndrs. Holder is not a U.S. person and the br
has no knowledge to the contrary, or the Non-U.&detr establishes an exemption. For this purpo8d,%.-related person" is

(i) a controlled foreign corporation for U.S. Fegléncome tax purposes or

(i) a foreign person 50% or more of whose groseme from all sources for the three-year periodrendith the close of its taxable year
preceding payment (or for such part of the periad the broker has been in existence) is derivau fictivities that are effectively connected
with the conduct of a U.S. trade or business. Meithformation reporting nor backup withholding Mapply to a payment of the proceeds
Non-U.S. Holder's disposition of Notes by or throughas-U.S. office of a non-U.S. broker that is ndl.8. related person. See the
discussion above with regard to the certificatioles under recently enacted Treasury regulations.

Any amounts withheld under the backup withholdinkps from a payment to a Ndh-S. Holder will be allowed as a refund or a credjains
such Non-U.S. Holder's U.S. Federal income taxlitgpprovided that the requisite procedures akofved.
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PLAN OF DISTRIBUTION

Each broker-dealer that receives New Notes famits account pursuant to the Exchange Offer mustaegledge that it will deliver a
prospectus in connection with any resale of sucly Netes. The Prospectus, as it may be amendedopiesuented from time to time, may
used by a broker-dealer in connection with resalééew Notes received in exchange for Original otdhere such Notes were acquired as a
result of market-making activities or other tradagivities. The Company has agreed that, stadinthe date of this Prospectus and ending
on the close of business on the day that is 186 fidpwing the date of this Prospectus, it will keahis Prospectus, as amended or
supplemented, available to any broker-dealer ferimgonnection with any such resale. In additiortjl , 1998, all dealers effecting
transactions in the New Notes may be required liwatea prospectus.

The Company will not receive any proceeds from seig of New Notes by broker-dealers. New Notesivedeby broker-dealers for their

own account pursuant to the Exchange Offer mayliefsom time to time in one or more transactiomshie over-the-counter market, in
negotiated transactions, through the writing ofap on the New Notes or a combination of such pugtof resale, at market prices
prevailing at the time of resale, at prices reldteguch prevailing market prices or negotiatedgsi Any such resale may be made directly to
purchasers or to or through brokers or dealerswagp receive compensation in the form of commiss@msoncessions from any such
broker-dealer and/or the purchasers of any such Nietes. Any broker-dealer that resells New Notes dere received by it for its own
account pursuant to the Exchange Offer and anyebrokdealer that participates in a distributiosoéh New Notes may be deemed to be an
"underwriter" within the meaning of the Securitiest and any profit of any such resale of New Na@ted any commissions or concessions
received by any such persons may be deemed todsewaiting compensation under the Securities Abe Tetter of Transmittal states that
by acknowledging that it will deliver and by delrireg a prospectus, a broker-dealer will not be dedio admit that it is an "underwriter"
within the meaning of the Securities Act.

For a period of 180 days after the date of thispeotus, the Company will promptly send additiargdies of this Prospectus and any
amendment or supplement to this Prospectus to moketdealer that requests such documents in thierl& Transmittal. The Company has
agreed to pay all expenses incident to the Exch@ifig (other than the expenses of counsel fohtiders of the Original Notes) other than
commissions or concessions of any brokers or dealed will indemnify the holders of the Original tde (including any broker-dealers)
against certain liabilities, including liabilitiesder the Securities Act.

LEGAL MATTERS
The validity of the Notes offered hereby will bespad upon for the Company by Willkie Farr & GallagiNew York, New York.
EXPERTS

The consolidated financial statements of the Companof December 28, 1996 and December 27, 1997oaméch of the three years in the
period ended December 27, 1997 and the consolidiataucial statements and financial statement sdlescf RCN and subsidiaries as of
December 31, 1996 and December 31, 1997 and forafabe three years in the period ended Decembet@7 have been incorporated by
reference herein in reliance on the reports of @®A Lybrand L.L.P., independent accountants, myime the authority of that firm as expe
in accounting and auditing.

AVAILABLE INFORMATION

The Company has filed with the Commission a Regfistn Statement on Form S-4 (the "Registratione®tant,” which term shall include all
amendments, exhibits, annexes and schedules thpretuant to the
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Securities Act, and the rules and regulations pitgatad thereunder, covering the New Notes beingreff hereby. This Prospectus does not
contain all the information set forth in the Regitibn Statement, certain parts of which are omitteaccordance with the rules and
regulations of the Commission. Statements madieisrRrospectus as to the contents of any contigotement or other document referred to
in the Registration Statement are not necessaityptete. With respect to each such contract, ageaenr other document filed as an exhibit
to the Registration Statement, reference is madleetexhibit for a more complete description of tingter involved, and each such statement
shall be deemed qualified in its entirety by susference.

The Company is subject to the informational requiats of the Exchange Act, and in accordance thigréswequired to file reports and
other information with the Commission. All repoatisd other information filed by the Company with emmission may be inspected
without charge at the public reference facilitiegimained by the Commission at 450 Fifth Street,,NMashington, D.C. 20549, and at the
regional offices of the Commission located at Sewnld Trade Center, 13th Floor, New York, New Yd®048 and Citicorp Center, 500
West Madison Street, Suite 1400, Chicago, lllirG661. Copies of such documents can be obtairbe giublic reference section of the
Commission, 450 Fifth Street, NW, Washington, (20549, at prescribed rates. The Commission mam&Web site (http://www.sec.gov)
that contains reports, proxy and information staets and other information regarding registramisiiding the Company, that file
electronically with the Commission. The Common &tisclisted on the Nasdaqg National Market, and suelterials can be inspected at the
offices of the Nasdaq National Market at 1735 ke&ty NW, Washington, D.C. 20006.

While any Notes remain outstanding, the Companymalke available, upon request, to any holder anydpaospective purchaser of Notes
information required pursuant to Rule 144A(d)(4Yenthe Securities Act during any period in which Company is not subject to Section
13 or 15(d) of the Exchange Act. Any such requbetkl be directed to Level 3 Communications, 18655 Farnam Street, Omaha, Nebrz
68131, Attention: Vice President, Investor Relasiof#02) 536-3677.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents have been filed by the Canypwith the Commission pursuant to the ExchangeaAd are hereby incorporated by
reference into this Prospectus:

(a) the Company's Annual Reports on Form 10-K/Atfieryear ended December 27, 1997;
(b) the Company's Quarterly Report on Form 10-QHerquarter ended March 31, 1998;
(c) the Company's Current Report on Form 8-K déted| 16, 1998;

(d) the Company's Current Report on Form 8-K/A da&eril 30, 1998; and

(e) the Company's Current Report on Form 8-K diesgl 28, 1998.

All documents filed by the Company pursuant to Bect3(a), 13(c), 14 or 15(d) of the Exchange Attrathe date of this Prospectus and
before the termination of the Exchange Offer willdeemed incorporated by reference in this Progpeahd those documents will be deel
to be a part of this Prospectus from the respedates on which they are filed with the Commissidmny statement in this Prospectus or in a
document incorporated or deemed to be incorpotayedference in this Prospectus will be deemedetmbdified or superseded for the
purposes of this Prospectus to the extent a staternatained in this Prospectus or in a subsequéletl document which is or is deemed to
be incorporated by reference in this Prospectusfieedr supersedes the prior statement. Any stat¢nvhich is so modified or superseded
will not be deemed to constitute a part of thisspertus, except as modified.

The Company will provide without charge to eachsparto whom this Prospectus is delivered, at thaest of such person, a copy of any or
all of the documents incorporated by reference flotitof exhibits to those documents, unless pddiaxhibits are specifically incorporated
by reference into the documents that this Prospentiorporates). Requests should be directed tellZommunications, Inc., 3555 Farnam
Street, Omaha, Nebraska 68131, Attention: Vicei®ees, Investor Relations, (402) 536-3677.
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NO DEALER, SALESPERSON OR ANY OTHER PERSON HAS BEENTHORIZED TO GIVE ANY INFORMATION OR TO MAKE
ANY REPRESENTATION OTHER THAN THOSE CONTAINED IN T3 PROSPECTUS IN CONNECTION WITH THE OFFER MADE
HEREBY, AND, IF GIVEN OR MADE, SUCH INFORMATION OREPRESENTATION MUST NOT BE RELIED UPON AS HAVING
BEEN AUTHORIZED BY THE COMPANY. NEITHER THE DELIVER OF THIS PROSPECTUS NOR ANY SALE MADE
HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANIMPLICATION THAT THERE HAS BEEN NO CHANGE IN
THE INFORMATION SET FORTH HEREIN OR IN THE AFFAIRSF THE COMPANY SINCE THE DATE AS OF WHICH THE
INFORMATION IS GIVEN IN THIS PROSPECTUS. THIS PROBETUS DOES NOT CONSTITUTE AN OFFER OR SOLICITATION
BY ANYONE IN ANY JURISDICTION IN WHICH SUCH OFFER & SOLICITATION IS NOT AUTHORIZED OR IN WHICH THE
PERSON MAKING SUCH OFFER OR SOLICITATION IS NOT QUAIED TO DO SO OR TO ANY PERSON TO WHOM IT IS
UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

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

A Delaware corporation may indemnify officers ankdtors in an action by or in the right of the poration to procure a judgment in its

favor under the same conditions, except that nermdfication is permitted without judicial approvathe officer or director is adjudged to
liable to the corporation. Where an officer or dice is successful on the merits or otherwise éndbfense of any action referred to above, the
corporation must indemnify him or her against thpenses (including attorneys' fees) which he orestieally and reasonably incurred in
connection therewith. The indemnification providediot deemed to be exclusive of any other rightshich an officer or director may be
entitled under any corporation's by-law, agreemeste or otherwise.

In accordance with Section 145 of the DGCL, Artigleof the Company's Restated Certificate of Inawgtion (the "Certificate™) and the
Company's By-laws (the "Blaws") provide that the Company shall indemnifyfeperson who is or was a director, officer or ergpkof the
Company (including the heirs, executors, administsaor estate of such person) or is or was semirige request of the Company as dire
officer or employee of another corporation, parsh@y, joint venture, trust or other enterprisethi® fullest extent permitted under subsections
145(a), (b), and (c) of the DGCL or any successtute. The indemnification provided by the Cectiie and the Byaws shall not be deem:
exclusive of any other rights to which any of theseking indemnification or advancement of expens®g be entitled under any by-law,
agreement, vote of stockholders or disinterestegtttirs or otherwise, both as to action in hisardfficial capacity and as to action in
another capacity while holding such office, andlstentinue as to a person who has ceased to lIre@at, officer, employee or agent and
shall inure to the benefit of the heirs, executord administrators of such a person. Expensesudimg attorneys' fees) incurred in defending
a civil, criminal, administrative or investigatiaetion, suit or proceeding upon receipt of an utadkéng by or on behalf of the indemnified
person to repay such amount if it shall ultimatedydetermined that he or she is not entitled tmt#éemnified by the Company. The Certific
further provides that a director of the Companylisia be personally liable to the Company or ttsckholders for monetary damages for
breach of fiduciary duty as a director, exceptlifility (i) for any breach of the director's duty loyalty to the Company or its stockholders,
(i) for acts or omissions not in good faith or whiinvolve intentional misconduct or a knowing witébn of law, (iii) under Section 174 of the
DGCL, or (iv) for any transaction from which theetitor derived an improper personal benefit. IfEl@CL is amended to authorize
corporate action further eliminating or limitingetipersonal liability of directors, then the liatyilof a director of the Company shall be
eliminated or limited to the fullest extent permdtby the DGCL as so amended.

The By-laws provide that the Company may purchaskenaaintain insurance on behalf of its directofficers, employees and agents against
any liabilities asserted against such personsarisiit of such capacities.
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ITEM 21. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Exhibits
EXHIBIT NO. DESCRIPTION
4.1  --Indenture dated as of April 28, 1998 between the Company and I1BJ
Schroder Bank & Trust Company as trus tee relating to the 9 1/8%
Senior Notes due 2008.
4.2 --Registration Agreement dated as of Ap ril 23, 1998 between the

Company and the Initial Purchasers.
5 --Opinion of Willkie Farr & Gallagher.*

8 --Opinion of Willkie Farr & Gallagher w ith respect to certain tax
matters.*

12 --Statement Regarding Computation of Ra tio of Earnings to Fixed
Charges.

23.1 --Consent of Coopers & Lybrand L.L.P.
23.2 --Consent of Coopers & Lybrand L.L.P.

23.3 --Consent of Willkie Farr & Gallagher ( included in their opinion
filed as Exhibit 5)*.

24 --Power of Attorney (included on the si gnature pages hereto).

25 --Statement on Form T-1 of Eligibility of Trustee.*

99.1 --Form of Letter of Transmittal.

99.2 --Form of Notice of Guaranteed Delivery
99.3 --Form of Letter to Clients.

99.4 --Form of Letter to Nominees.

* To be filed by amendment.
(b) Financial Statement Schedules:

All schedules have been omitted because they drapplicable or not required or the required infation is included in the financial
statements or notes thereto.

ITEM 22. UNDERTAKINGS.

The undersigned registrant hereby undertakesftirgourposes of determining any liability under ®ecurities Act, each filing of the
registrant's annual report pursuant to section)#(aection 15(d) of the Exchange Act (and, wlaglicable, each filing of an employee
benefit plan's annual report pursuant to sectidd)1&f the Exchange Act) that is incorporated fgmence in the registration statement shall
be deemed to be a new registration statementngladithe securities offered therein, and the ofteof such securities at that time shall be
deemed to be the initial bona fide offering thereof

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to dine;tofficers and controlling persons of
registrants pursuant to the provisions describetbutiem 20 above, or otherwise, the registrantidees advised that in the opinion of the
Securities and Exchange Commission, such indenatiific is against public policy as expressed inSbeurities Act and is, therefore,
unenforceable. In the event that a claim for indéication against such liabilities (other than theyment by the registrant of expenses
incurred or paid by a director, officer or contiofj person of the registrant in the successfulrsdef any action, suit or proceeding) is
asserted by such director, officer or controllirgggon in connection with the securities being tegésl, the registrant will, unless in the
opinion of its counsel the matter has been selfjedontrolling precedent, submit to court of appraig jurisdiction the question whether si
indemnification by it is against public policy agpeessed in the Securities Act and will be govermgthe final adjudication of such issue.
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The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability unttee Securities Act of 1933, the information ondtfeom the form of prospectus filed as
of this registration statement in reliance uponeRLBOA and contained in a form of prospectus filgdhe registrant pursuant to Rule 424(b)
(1) or 497(h) under the Securities Act shall bende to be part of this registration statement abh®time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecirmendment that contains a form of
prospectus shall be deemed to be a new registrst@@ment relating to the securities offered thewnd the offering of such securities at
time shall be deemed to be the initial bona fideraig thereof.

The undersigned registrant hereby undertakes ponesto requests for information that is incorpedalby reference into the prospectus
pursuant to Iltems 4, 10(b), 11, or 13 of this Fomithin one business day of receipt of such requast to send the incorporated documents
by first class mail or other equally prompt meartss includes information contained in documenedfisubsequent to the effective date of
the registration statement through the date ofareding to the request.

The undersigned registrant hereby undertakes tplyiby means of a post- effective amendment atirimfation concerning a transaction, and
the company being acquired involved therein, thag wot the subject of and included in this RedistnaStatement when it became effective.
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SIGNATURES

Pursuant to the requirements of the Securities thetRegistrant has duly caused this Registratiate®ent to be signed on its behalf by the
undersigned, thereunto duly authorized, in the GitYmaha, State of Nebraska, on the 9th day of,JL®08.

Level 3 Communications, Inc.

/sl Janes Q Crowe
By:

James Q Crowe
Presi dent and Chi ef Executive
Oficer

POWER OF ATTORNEY

The undersigned officers and directors of Levelo3ntunications, Inc., hereby severally constitute appoint James Q. Crowe, R. Douglas
Bradbury, Terrence J. Ferguson and Neil J. Eckstéeid each of them, attorneys-in-fact for the usigered, in any and all capacities, with the
power of substitution, to sign any amendments i@ Registration Statement (including post-effectweendments) and any subsequent
registration statement for the same offering whiedy be filed under Rule 462(b) under the Securhietsof 1933, as amended, and to file the
same with exhibits thereto and other documentsimection therewith, with the Securities and Exgfea@ommission, granting unto said
attorneys-in-fact, and each of them, full power anthority to do and perform each and every actthimgj requisite and necessary to be done
in and about the premises, as fully and to allregts and purposes as he might or could do in peh&veby ratifying and confirming all that
each said attorney-in-fact, or his substitute drssitutes, may do or cause to be done by virtuestie

Pursuant to the requirements of the SecuritiesoA&B33, as amended, this Registration Statemenbé&an signed below by the following
persons, in the capacities and on the dates imticat

NAME TI TLE DATE
/sl Walter Scott, Jr. Chai rman of the June 9, 1998
------------------------------------- Boar d
Wal ter Scott, Jr.
/sl Janes Q Crowe Presi dent, Chief June 9, 1998
------------------------------------- Executive O ficer
James Q Crowe and Director
/'s/ R Dougl as Bradbury Executive Vice June 9, 1998
------------------------------------- Presi dent, Chi ef
R. Dougl as Bradbury Fi nancial Oficer
and Director
(principal
financial and

accounting officer)
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NAME

/'s/ Robert B. Daugherty

Robert B. Daugherty

/sl WlliamL. G ewcock

WIlliamL. G ewock

/sl Charles M Harper

Charles M Har per

/'s/ Richard R Jaros

Ri chard R Jaros

/'s/ Robert E. Julian

Robert E. Julian

/sl David C. McCourt

David C. MCourt

/sl Kenneth E. Stinson

Kenneth E. Stinson

/sl M chael B. Yanney

M chael B. Yanney

Director

Di rector

Di rector

Director

Director

Di rector

Di rector

Di rector

June

June

June

June

June

June

June

June

oATE

9, 1998
9, 1998
9, 1998
9, 1998
9, 1998
9, 1998
9, 1998
9, 1998



EXHIBIT 4.1

EXECUTION COPY

LEVEL 3 COMMUNICATIONS, INC.,

Issuer

to

IBJ SCHRODER BANK & TRUST COMPANY,

as Trustee

Indenture

Dated as of April 28, 1998

$2,000,000,000

9 1/8% Senior Notes Due 2008
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INDENTURE, dated as of April 28, 1998 between Le¥&ommunications, Inc., a corporation duly orgadiand existing under the laws of
the State of Delaware (herein called the "Compamdying its principal office at 3555 Farnam Strésnaha, Nebraska 68131, and 1BJ
Schroder Bank & Trust Company, a New York bankiogporation, as Trustee (herein called the "Trugtee"

RECITALS OF THE COMPANY

The Company has duly authorized the creation a$sune of 9 1/8% Senior Notes Due 2008 (the "InBieturities") and, if and when issued
pursuant to a Registered Exchange Offer or PriZatdhange Offer pursuant to the Registration Agregrfa the Initial Securities, 9 1/8%
Senior Notes Due 2008 (the "Exchange Securitied; @mgether with the Initial Securities, the "Seties"), of substantially the tenor and
amount hereinafter set forth, and to provide ttewréfe Company has duly authorized the executiahdativery of this Indenture.

All things necessary have been done to make therfies, when executed by the Company and authesticand delivered hereunder and
duly issued by the Company, the valid obligatiohthe Company and to make this Indenture a vali@@ment of each of the Company and
the Trustee, in accordance with their and its terms

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and thelase of the Securities by the Holders theredd, mutually covenanted and agreed, for
equal and proportionate benefit of all Holdershaf Securities, as follow



ARTICLE ONE

DEFINITIONS AND OTHER PROVISIONS
OF GENERAL APPLICATION

SECTION 101. Definitions.

For all purposes of this Indenture, including theitals set forth above, except as otherwise exlyr@sovided or unless the context otherwise
requires:

(a) the terms defined in this Article have the niegs assigned to them in this Article, and incltitke plural as well as the singular;

(b) all other terms used herein which are defimethé Trust Indenture Act, either directly or bference therein, have the meanings assigned
to them therein;

(c) all accounting terms not otherwise defined mehave the meanings assigned to them in accordaiticgyenerally accepted accounting
principles, and, except as otherwise herein exjyr@ssvided, the term "generally accepted accounpirinciples” with respect to any
computation required or permitted hereunder sheimUnited States generally accepted accountingiplés as in effect on the date of this
Indenture;

(d) the words "herein", "hereof" and "hereunderd ather words of similar import refer to this Indere as a whole and not to any particular
Article, Section, paragraph or other subdivision;

(e) unless otherwise indicated, references to legjcSections, paragraphs or other subdivisionsedgeences to such Articles, Sections,
paragraphs or other subdivisions of this Indentangt

(f) "or" is not exclusive and "including" means linding without limitation.

"Accreted Value" of any Debt issued at a price tbss the principal amount at stated maturity, rseans of any date of determination, an
amount equal to the sum of (a) the issue pricaici Debt as determined in accordance with Secti3 df the Code or any successor
provisions plus (b) the aggregate of the portidrihe original issue discount (the excess of thewms considered as part of the "stated
redemption price at maturity" of such D¢
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within the meaning of Section 1273(a)(2) of the €od any successor provisions, whether denomireggutincipal or interest, over the issue
price of such Debt) that shall theretofore havewat pursuant to Section 1272 of the Code (withegard to Section 1272(a)(7) of the Code)
from the date of issue of such Debt to the daetérmination, minus all amounts theretofore paicespect of such Debt, which amounts are
considered as part of the "stated redemption ticeaturity” of such Debt within the meaning of &t 1273(a)(2) of the Code or any
successor provisions (whether such amounts paid demominated principal or interest).

"Acquired Debt" means, with respect to any spedifferson, (i) Debt of any other Person existinfpatime such Person merges with or into
or consolidates with or becomes a Subsidiary ofi specified Person and (ii) Debt secured by a eirumbering any Property acquired by
such specified Person, which Debt was not incumehticipation of, and was outstanding prior tacts merger, consolidation or acquisition.

"Act", when used with respect to any Holder, hasrtreaning specified in
Section 104.

"Affiliate" of any Person means any other Persaeatly or indirectly controlling or controlled by ander direct or indirect common control
with such Person. For the purposes of this dedinjtfcontrol" when used with respect to any Perseans the power to direct the
management and policies of such Person, directigdirectly, whether through the ownership of vgtgecurities, by contract or otherwise;
and the terms "controlling" and "controlled" haveanings correlative to the foregoing. For purpadesections 1016 and 1018 and the
definition of "Telecommunications/IS Assets" onljffiliate” shall also mean any beneficial ownerdfares representing 10% or more of the
total voting power of the Voting Stock (on a fulifuted basis) of the Company or of rights or watsato purchase such Voting Stock
(whether or not currently exercisable) and any &tergho would be an Affiliate of any such benefi@ainer pursuant to the first sentence
hereof.

"Affiliate Transaction" has the meaning specifiadSection 1018.

"Agent Member" has the meaning specified in Secsiba.
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"Asset Disposition" means any transfer, conveyasaks, lease, issuance or other disposition by tirapany or any Restricted Subsidiary in
one or more related transactions (including a clichestion or merger or other sale of any such Re&d Subsidiary with, into or to another
Person in a transaction in which such Restrictdusiliary ceases to be a Restricted SubsidiaryeoCtbmpany, but excluding a dispositior

a Restricted Subsidiary to the Company or a ResttiSubsidiary or by the Company to a RestrictdusBliary) of (i) shares of Capital Stock
or other ownership interests of a Restricted Sudsidother than as permitted by clause (v), (i) or (ix) of Section 1017),

(i) substantially all of the assets of the Companwany Restricted Subsidiary representing a divigir line of business or (iii) other Property
of the Company or any Restricted Subsidiary outsidée ordinary course of business (excluding agsfer, conveyance, sale, lease or
other disposition of equipment that is obsoletamtonger used by or useful to the Company, pralithat the Company has delivered to the
Trustee an Officers' Certificate stating that sadteria are satisfied); provided in each case thataggregate consideration for such transfer,
conveyance, sale, lease or other disposition ialéqub5,000,000 or more in any 12-month perioce Tdilowing shall not be Asset
Dispositions: (i) Permitted Telecommunications GalpAsset Dispositions that comply with clauseofithe first paragraph of

Section 10186, (ii) when used with respect to thenGany, any Asset Disposition permitted pursuamtrticle Eight which constitutes a
disposition of all or substantially all of the atssef the Company and the Restricted Subsidiasiest as a whole, (iii) Receivables sales
constituting Debt under Qualified Receivable Féeti permitted to be Incurred pursuant to Sect@h0land (iv) any disposition that
constitutes a Permitted Investment or a Restriegment permitted by Section 1012.

"Attributable Value" means, as to any particulasie under which any Person is at the time lialtleradhan a Capital Lease Obligation, and at
any date as of which the amount thereof is to lterdened, the total net amount of rent requireddgaid by such Person under such lease
during the remaining term thereof (including anyipe for which such lease has been extended) &srdigted in accordance with genere
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accepted accounting principles, discounted fromakedate of such remaining term to the date tdrd@nation at a rate per annum equal to
the discount rate which would be applicable to pitdéhLease Obligation with like term in accordamngéh generally accepted accounting
principles. The net amount of rent required to aigl pinder any such lease for any such period beale aggregate amount of rent payable
by the lessee with respect to such period aftduditg amounts required to be paid on account gifiiance, taxes, assessments, utility,
operating and labor costs and similar chargesdrcase of any lease which is terminable by theekespon the payment of penalty, such net
amount shall also include the lesser of the amotistich penalty (in which case no rent shall besm®red as required to be paid under such
lease subsequent to the first date upon which yt lseaso terminated) or the rent which would otheeaie required to be paid if such lease is
not so terminated. "Attributable Value" means,aa Capital Lease Obligation, the principal amdbeteof.

"Board of Directors" means the board of directdrthe Company.

"Board Resolution" means a copy of a resolutiotifged by the Secretary or an Assistant Secret&ith@ Company to have been duly adoj
by the Board of Directors and to be in full foraelaeffect on the date of such certification, anlivdeed to the Trustee.

"Business Day" means each Monday, Tuesday, WedpeStarsday and Friday which is not a day on whiahking institutions in The City
of New York are authorized or obligated by law reeutive order to close.

"Capital Lease Obligation" of any Person meanthigation to pay rent or other payment amount uadease of (or other Debt
arrangements conveying the right to use) Propdrsyich Person which is required to be classifietdl@tounted for as a capital lease or a
liability on the face of a balance sheet of sucts®ein accordance with generally accepted accogptinciples (a "Capital Lease"). The
stated maturity of such obligation shall be theed#tthe last payment of rent or any other amoustuhder such lease prior to the first date
upon which such lease may be terminated by thedesgthout payment of a penalty. The principal amaf such obligation shall be the
capitalized amount thereof that would appear orfahe of a balance sheet of such Person in accoedaith generally accepted accounting
principles.

"Capital Stock" of any Person means any and alleshanterests, participations or other equivalémbsvever designated) of corporate stoc
other equity participations, including partnersimigrests, whethe
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general or limited, of such Person and any rigbtiser than debt securities convertible or exchallggato an equity interest), warrants or
options to acquire an equity interest in such Rerso

"Cash Equivalents" means (i) Government SecunitieBiring, or subject to tender at the option offibkeler thereof, within two years after
the date of acquisition thereof, (ii) time depositsl certificates of deposit of any commercial bardanized in the United States having
capital and surplus in excess of $500,000,000camamercial bank organized under the law of anyratbantry that is a member of the
OECD having total assets in excess of $500,000@0is foreign currency equivalent at the timejhwa maturity date not more than one \
from the date of acquisition, (iii) repurchase ghtions with a term of not more than 30 days fatartying securities of the types describe:
clause (i) above entered into with (x) any bank tingethe qualifications specified in clause (iijoale or (y) any primary government
securities dealer reporting to the Market Repoitgsion of the Federal Reserve Bank of New York) @irect obligations issued by any state
of the United States of America or any politicabdivision of any such state or any public instrutaéty thereof maturing, or subject to
tender at the option of the holder thereof, withindays after the date of acquisition thereof, pled that, at the time of acquisition, the long-
term debt of such state, political subdivision oblic instrumentality has a rating of A (or hightngm S&P or A-2 (or higher) from Moody's
(or, if at any time neither S&P nor Moody's shaldating such obligations, then an equivalent gafiiom such other nationally recognized
rating service acceptable to the Trustee), (v) cencial paper issued by the parent corporation gfcmmmercial bank organized in the
United States having capital and surplus in exo€$600,000,000 or a commercial bank organized utigelaws of any other country that is
a member of the OECD having total assets in exace$500,000,000 (or its foreign currency equivaleinthe time), and commercial paper
issued by others having one of the two higheshgatbbtainable from either S&P or Moody's (or tihay time neither S&P nor Moody's st
be rating such obligations, then from such othéionally recognized rating service acceptable tooThustee) and in each case maturing
within one year after the date of acquisition, @ernight bank deposits and bankers' acceptat@s/aommercial bank organized in the
United States having capital and surplus in exo€$5600,000,000 or a commercial bank organized utigelaws of any other country that is
a member of the OECD having total asset



excess of $500,000,000 (or its foreign currencyivedent at the time), (vii) deposits available faithdrawal on demand with a commercial
bank organized in the United States having cagitdl surplus in excess of $500,000,000 or a comaldyank organized under the laws of
any other country that is a member of the OECDrgtotal assets in excess of $500,000,000 (oortsdn currency equivalent at the time)
and (viii) investments in money market funds sufisgdly all of whose assets comprise securitietheftypes described in clauses (i) through

(vii).

"Change of Control" has the meaning specified ictiSa 1009.

"Change of Control Triggering Event" has the megrspecified in Section 1009.
"Code" means the Internal Revenue Code of 198&maended.

"Commission" means the Securities and Exchange Gssion, as from time to time constituted, createdar the Exchange Act, or, if at any
time after the execution of this Indenture such @ussion is not existing and performing the dutiesrrassigned to it under the Trust
Indenture Act, then the body performing such duiesuch time.

"Common Stock" of any Person means Capital Stockuoh Person that does not rank prior, as to timeat of dividends or as to the
distribution of assets upon any voluntary or invaéry liquidation, dissolution or winding up of $uBerson, to shares of Capital Stock of any
other class of such Person.

"Company" means the Person named as the "Comparnlyé ifirst paragraph of this Indenture, until acgssor Person shall have become
such pursuant to the applicable provisions of limienture, and thereafter "Company" shall mean suckessor Person.

"Company Order" or "Company Request" means a writtgjuest or order signed in the name of the Comnpwithe Chairman of the Board
of Directors, a Vice Chairman of the Board of Digs, the President or a Vice President, and byCthief Financial Officer, the Chief
Accounting Officer, the Treasurer, an Assistantasteer, the Controller, the Secretary or an AssisSacretary of the Company and delive
to the Trustee
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"Consolidated Capital Ratio" means as of the datetermination the ratio of (i) the aggregate antaf Debt of the Company and its
Restricted Subsidiaries on a consolidated basis e date of determination to (ii) the sum of$a)024,000,000, (b) the aggregate net
proceeds to the Company from the issuance or $aleyoCapital Stock (including Preferred Stock}led Company other than Disqualified
Stock subsequent to the Issue Date, (c) the aggreeaproceeds from the issuance or sale of CightedCompany or any Restricted
Subsidiary subsequent to the Issue Date convedibdéxchangeable into Capital Stock of the Compathgr than Disqualified Stock, in each
case upon conversion or exchange thereof into &laibck of the Company subsequent to the Issue &ad (d) the afteiax gain on the sal
subsequent to the Issue Date, of Special Asséfetextent such Special Assets have been soldftr, €ash Equivalents,
Telecommunications/IS Assets or the assumptioneadftdf the Company or any Restricted Subsidiafygjothan Debt that is subordinated to
the Securities or any applicable Restricted Subsidsuarantee) and release of the Company andeattited Subsidiaries from all liability
on the Debt assumed; provided, however, that, fiopgses of calculation of the Consolidated Cajpttatio, the net proceeds from the issuz

or sale of Capital Stock or Debt described in aafl or (c) above shall not be included to theeix(x) such proceeds have been utilized to
make a Permitted Investment under clause (i) ofiéfmition thereof or a Restricted Payment ordygh Capital Stock or Debt shall have
been issued or sold to the Company, a Subsidiattyeo€ompany or an employee stock ownership pldrust established by the Company or
any such Subsidiary for the benefit of their emplesy.

"Consolidated Cash Flow Available for Fixed Chatdges any period means the Consolidated Net Incofrthe Company and its Restricted
Subsidiaries for such period increased by the siyto the extent reducing Consolidated Net Incooresfich period, (i) Consolidated Interest
Expense of the Company and its Restricted Subgggifor such period, plus (ii) Consolidated Incofa Expense of the Company and its
Restricted Subsidiaries for such period, plus

(iii) consolidated depreciation and amortizatiopexse and any other non-cash items (other thaswaiynon-cash item to the extent that it
represents an accrual of or reserve for cash expeaslin any future period); provided, howevesttthere shall be excluded therefrom the
Consolidated Cash Flow Available for Fixed Char@iegositive) of any Restricted Subsidiary (caldelh separately for such Restricted
Subsidiary in the same mant
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as provided above for the Company) that is sulieatrestriction which prevents the payment ofdkvids or the making of distributions to
the Company or another Restricted Subsidiary t@xtent of such restrictions.

"Consolidated Income Tax Expense" for any perio&umsethe aggregate amounts of the provisions faniectaxes of the Company and its
Restricted Subsidiaries for such period calculatea consolidated basis in accordance with geyeaatiepted accounting principles.

"Consolidated Interest Expense"” for any period radha interest expense included in a consolidateaine statement (excluding interest
income) of the Company and its Restricted Subsa&ldpr such period in accordance with generalgeated accounting principles, including
without limitation or duplication (or, to the extemot so included, with the addition of), (i) theartization of Debt discounts and issuance
costs, including commitment fees;

(i) any payments or fees with respect to lettdrsredit, bankers' acceptances or similar facgiti@i) net costs with respect to interest rate
swap or similar agreements or foreign currency bedgchange or similar agreements (including fe@g)Preferred Stock Dividends (other
than dividends paid in shares of Preferred Stoakithnot Disqualified Stock) declared and paigp@yable; (v) accrued Disqualified Stock
Dividends, whether or not declared or paid; (vigiest on Debt guaranteed by the Company and #&iRed Subsidiaries; (vii) the portion
any Capital Lease Obligation or Sale and Leasebazhksaction paid during such period that is allteab interest expense; (viii) interest
Incurred in connection with investments in disconéd operations; and (ix) the cash contributiorety employee stock ownership plan or
similar trust to the extent such contributions @sed by such plan or trust to pay interest or feesy Person (other than the Company or a
Restricted Subsidiary) in connection with Debt Imed by such plan or trust.

"Consolidated Net Income” for any period meansbieincome (or loss) of the Company and its RdstliSubsidiaries for such period
determined on a consolidated basis in accordantegenerally accepted accounting principles; pregithat there shall be excluded
therefrom (&) for purposes of Section 1012 onlg,rtkht income (or loss) of any Person acquired &yCthmpany or a Restricted Subsidiary in
a pooling-of-interests transaction for any perioidmpto the date of such transaction, (b) the nebme (or loss) of any Person that is not a
Restricted Subsidiary except to the extent of theunt of dividend:
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or other distributions actually paid to the Company Restricted Subsidiary by such Person durtiieh period (except, for purposes of
Section 1012 only, to the extent such dividenddistributions have been subtracted from the calimraf the amount of Investments to
support the actual making of Investments), (c) gainlosses realized upon the sale or other disposif any Property of the Company or its
Restricted Subsidiaries that is not sold or disgaxfen the ordinary course of business (it beingarstood that Permitted
Telecommunications Capital Asset Dispositions sbhaltonsidered to be in the ordinary course ofrfassi), (d) gains or losses realized upon
the sale or other disposition of any Special Asgelsall extraordinary gains and extraordinaryséss determined in accordance with gene
accepted accounting principles, (f) the cumulagiffect of changes in accounting principles, (g)+tash gains or losses resulting from
fluctuations in currency exchange rates, (h) any-cash expense related to the issuance to employa®ctors of the Company or any
Restricted Subsidiary of (1) options to purchaspit@hStock of the Company or such Restricted Sliasy or (2) other compensatory rights;
provided, in either case, that such options ortsighy their terms can be redeemed at the optidheofiolder of such option or right only for
Capital Stock, and (i) with respect to a RestricGetbsidiary that is not a Wholly Owned Subsidiany aggregate net income (or loss) in
excess of the Company's or any Restricted Subgiglipro rata share of the net income (or losspoh<Restricted Subsidiary that is not a
Wholly Owned Subsidiary; provided further that thehall further be excluded therefrom the net inedbut not net loss) of any Restricted
Subsidiary that is subject to a restriction whicavents the payment of dividends or the makingistifidutions to the Company or another
Restricted Subsidiary to the extent of such retsric

"Consolidated Net Worth" of any Person means thek$iolders' equity of such Person, determined conaolidated basis in accordance with
generally accepted accounting principles, less anscaitributable to Disqualified Stock of such Bers

"Consolidated Tangible Assets" of any Person méamsotal amount of assets (less applicable resemd other properly deductible items)
which under generally accepted accounting prinsipleuld be included on a consolidated balance sifetch Person and its Subsidiaries
after deducting therefrom all goodwill, trade nantesdemarks, patents, unamortized debt discouhegpense and oth
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like intangibles, which in each case under gengeadtepted accounting principles would be includeduch consolidated balance sheet.

"Corporate Trust Office” means the principal coglertrust office of the Trustee, at which at anstipalar time its corporate trust business
shall be administered, which office at the datexafcution of this Indenture is located at One Skateet, New York, New York 10004, exc
that, with respect to presentation of Securitiespfyment or for registration of transfer or exa@nsuch term shall mean the office or age
of the Trustee at which, at any particular time cibrporate agency business shall be conducted.

"Credit Facilities" means one or more credit agreets, loan agreements or similar facilities, setwreunsecured, providing for revolving
credit loans, term loans and/or letters of credi@luding any Qualified Receivable Facility, eniato from time to time by the Company ¢
its Restricted Subsidiaries, and including anyteglanotes, Guarantees, collateral documents, msints and agreements executed in
connection therewith, as the same may be amendpplesnented, modified, restated or replaced frone tio time.

"Debt" means (without duplication), with respecttyy Person, whether recourse is to all or a podiche assets of such Person and whethel
or not contingent, (i) every obligation of such &ar for money borrowed, (ii) every obligation othuPerson evidenced by bonds, debent
notes or other similar instruments, including oatigns incurred in connection with the acquisitagdriProperty, (iii) every reimbursement
obligation of such Person with respect to lettérsredit, bankers' acceptances or similar facgifesued for the account of such Person, (iv)
every obligation of such Person issued or assumé¢deadeferred purchase price of Property or sesvimcluding securities repurchase
agreements but excluding trade accounts payatdeavued liabilities arising in the ordinary coucddusiness), (v) every Capital Lease
Obligation of such Person and all Attributable \éaino respect of Sale and Leaseback Transactiorseghinto by such Person, (vi) all
obligations to redeem or repurchase Disqualifiextisissued by such Person, (vii) the liquidatioeference of any Preferred Stock (other
than Disqualified Stock, which is covered by theqading clause (vi)) issued by any Restricted $lidnyi of such Person, (viii) every
obligation under Interest Rate or Currency Protecf\greements of such Person :



12

(ix) every obligation of the type referred to imakes (i) through (viii) of another Person andiafidends of another Person the payment of
which, in either case, such Person has Guarantéed.amount" or "principal amount" of Debt at ainpé of determination as used herein
represented by (a) any Debt issued at a pricaghess than the principal amount at maturity tb&érshall be, except as otherwise set forth
herein, the Accreted Value of such Debt at sucle tim(b) in the case of any Receivables sale datiaty Debt, the amount of the
unrecovered purchase price (that is, the amoudtfpaiReceivables that has not been actually reealvifom the collection of such
Receivables) paid by the purchaser (other tha@tmpany or a Wholly Owned Restricted SubsidiarthefCompany) thereof. The amount
of Debt represented by an obligation under an ésteRate or Currency Protection Agreement shadicaml to (x) zero if such obligation has
been Incurred pursuant to clause (x) of paragrapbf(Section 1010 or (y) the notional amount aftsabligation if not Incurred pursuant to
such clause.

"Default” means any event, act or condition theuo@nce of which is, or after notice or the passafgéene or both would be, an Event of
Default.

"Defaulted Interest" has the meaning specifieddnt®n 307.
"Depository" means The Depository Trust Comparsyndminees and successors.
"Designation” and "Designation Amount" have thepeztive meanings specified in Section 1019.

"Disqualified Stock" of any Person means any Cafitack of such Person which, by its terms (orty terms of any security into which it is
convertible or for which it is exchangeable), opapghe happening of any event, matures or is mantjatedeemable, pursuant to a sinking
fund obligation or otherwise, or is redeemabléhatdption of the holder thereof, in whole or intpan or prior to the final Stated Maturity of
the Securities; provided, however, that any PreteS8tock which would not constitute Disqualified& but for provisions thereof giving
holders thereof the right to require the Compansepurchase or redeem such Preferred Stock upacthgrence of a change of control
occurring prior to the final Stated Maturity of tBecurities shall not constitute Disqualified Stdfdke change of control provisions
applicable to such Preferred Stock are no morerédle to the holders of su
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Preferred Stock than the provisions applicabld&oSecurities contained in
Section 1009 and such Preferred Stock specifigattyides that the Company will not repurchase deesn any such stock pursuant to such
provisions prior to the Company's repurchase ofi Securities as are required to be repurchasedanirto Section 1009.

"Disqualified Stock Dividends" means all dividenaih respect to Disqualified Stock of the Compaeydhby Persons other than a Wholly
Owned Restricted Subsidiary. The amount of any slimbdend shall be equal to the quotient of suchddind divided by the difference
between one and the maximum statutory federal iectax rate (expressed as a decimal number betwaed 1

0) applicable to the Company for the period dusiigch such dividends were paid.

"Eligible Receivables" means, at any time, Recdasbf the Company and its Restricted Subsidiasegvidenced on the most recent
quarterly consolidated balance sheet of the Comparat a date at least 45 days prior to such &ngng in the ordinary course of business
of the Company or any Restricted Subsidiary.

"Event of Default" has the meaning specified int®ec501.

"Exchange Act" means the Securities Exchange A&B8#, as amended (or any successor act), andldsand regulations thereunder (or
respective successors thereto).

"Exchange Securities" has the meaning stated ifirdteecital of this Indenture.
"Excess Proceeds" has the meaning specified inoBebd16.
"Expiration Date" has the meaning specified in '@tio Purchase" below.

"Fair Market Value" means, with respect to any Rrop the price that could be negotiated in an stemgth free market transaction, for ce
between a willing seller and a willing buyer, neittof whom is under pressure or compulsion to cetephe transaction. Unless otherwise
specified herein, Fair Market Value shall be deiaed by the Board of Directors acting in good faitid shall be evidenced by a Board
Resolution delivered to the Trust
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"Federal Bankruptcy Code" means the BankruptcyoAditle 11 of the United States Code, as amendad time to time.

"Global Security" means a Rule 144A Global Secuyaty Institutional Accredited Investor Global Setyuor a Regulation S Global Security,
as the case may be.

"Government Securities" means direct obligation®obbligations fully and unconditionally guaraedieor insured by, the United States of
America or any agency or instrumentality thereoftfee payment of which obligations or guaranteeftitifaith and credit of the United
States is pledged and which are not callable craethble at the issuer's option (unless, for pugpokthe definition of "Cash Equivalents"
only, the obligations are redeemable or callabke rice not less than the purchase price paitié&yCompany or the applicable Restricted
Subsidiary, together with all accrued and unpatdrast (if any) on such Government Securities).

"Guarantee" by any Person means any obligatioactor indirect, contingent or otherwise, of suensg®n guaranteeing, or having the
economic effect of guaranteeing, any Debt of almgoPerson (the "primary obligor") in any mannengther directly or indirectly, and any
obligation, direct or indirect, contingent or otiw&se, of such Person (i) to purchase or pay (oaadg or supply funds for the purchase or
payment of) such Debt or to purchase (or to advanseipply funds for the purchase of) any secddtythe payment of such Debt, including
any such obligations arising by virtue of parth@sirrangements or by agreements to keep-welkq(ijurchase Property or services or to
take-or-pay for the purpose of assuring the habdeuch Debt of the payment of such Debt, (iiijtaintain working capital, equity capital or
other financial statement condition or liquiditytb® primary obligor so as to enable the primatjgolo to pay such Debt or (iv) entered into
for the purpose of assuring in any other manneptiigee against loss in respect thereof, in wiool@ part (and "Guaranteed",
"Guaranteeing" and "Guarantor" shall have meanaogelative to the foregoing); provided, howevaattthe Guarantee by any Person shall
not include endorsements by such Person for callecr deposit, in either case, in the ordinaryrsewf business.

"Guarantor" means a Restricted Subsidiary of the@my that has executed a Restricted Subsidiarya@tese, until a successor Person shall
have become such pursuan
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the applicable provisions of this Indenture, aretélafter "Guarantor” shall mean such successooPRers
"Holder" means a Person in whose name a Securiggistered in the Security Register.

"Incur" means, with respect to any Debt or othdigattion of any Person, to create, issue, incurddayversion, exchange or otherwise),
assume, Guarantee or otherwise become liable precesf such Debt or other obligation including theording, as required pursuant to
generally accepted accounting principles or otheewof any such Debt or other obligation on thamed sheet of such Person (and
“Incurrence", "Incurred”, "Incurrable" and "Incurg" shall have meanings correlative to the foregpiprovided, however, that a change in
generally accepted accounting principles that tesalan obligation of such Person that existaiahgime becoming Debt shall not be dee

an Incurrence of such Debt and that neither theuatof interest nor the accretion of original isgliscount shall be deemed an Incurrence of
Debt. Debt otherwise incurred by a Person befdoedomes a Subsidiary of the Company shall be dé¢onlgave been Incurred at the time
which it becomes a Subsidiary.

"Indenture” means this instrument as originallyaxed and as it may from time to time be suppleetot amended by one or more
indentures supplemental hereto entered into putsoahe applicable provisions hereof.

"Initial Foreign Purchaser" means each non-U.Ssge(within the meaning of Regulation S) that passd Initial Securities from the Initial
Purchasers in offshore transactions meeting th@inregents of Regulation S.

"Initial Purchasers" means Salomon Brothers Indd@an, Sachs & Co., Chase Securities Inc., J.Pgito& Co. and UBS Securities LLC.
"Initial Securities" has the meaning stated infitst recital of this Indenture.

"Institutional Accredited Investor" means an ingibn that is an "accredited investor" as define®ule 501(a)(1), (2), (3) or (7) under the
Securities Act.

"Institutional Accredited Investor Global Securityds the meaning specified in Section @
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"Interest Payment Date" means the Stated Matufignanstallment of interest on the Securities.

"Interest Rate or Currency Protection Agreemeniélmf Person means any forward contract, futuresacn swap, option or other financial
agreement or arrangement (including caps, floaiars and similar agreements) relating to, onthkeie of which is dependent upon, interest
rates or currency exchange rates or indices.

"Invested Capital" means the sum of (a) $500,00D,(t) the aggregate net proceeds received by ohep@ny from the issuance or sale of
any Capital Stock, including Preferred Stock, & @ompany but excluding Disqualified Stock, subsadjto the Issue Date, and (c) the
aggregate net proceeds from the issuance or s@lelfof the Company or any Restricted Subsidiabsequent to the Issue Date convertible
or exchangeable into Capital Stock of the Compahgrahan Disqualified Stock, in each case uporvemsion or exchange thereof into
Capital Stock of the Company subsequent to theelBaie; provided, however, that the net proceasn the issuance or sale of Capital St

or Debt described in clause (b) or (c) shall bdweded from any computation of Invested Capitaht® ¢xtent (i) utilized to make a Restricted
Payment or (ii) such Capital Stock or Debt shallhbeen issued or sold to the Company, a Subsidfahe Company or an employee stock
ownership plan or trust established by the Compargny such Subsidiary for the benefit of their éygpes.

"Investment" by any Person means any direct or@utlioan, advance or other extension of cred@apital contribution (by means of
transfers of cash or other Property to others gmaats for Property or services for the accountsar of others, or otherwise) to, purchase,
redemption, retirement or acquisition of Capitalckt bonds, notes, debentures or other securitiegidence of Debt issued by, or Incurre
of, or payment on, a Guarantee of any obligatigran§ other Person; provided that Investments gxalude commercially reasonable
extensions of trade credit. The amount, as of atg df determination, of any Investment shall ledtiginal cost of such Investment, plus
cost of all additions, as of such date, theretoraimis the amount, as of such date, of any podfauch Investment repaid to such Person in
cash as a repayment of principal or a return oitakas the case may be (except to the extent®paid amount has been included in
Consolidated Net Income to support the actual ntpkirRestricted Payments), but without any o
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adjustments for increases or decreases in valweri-ups, write-downs or write-offs with respéatsuch Investment. In determining the
amount of any Investment involving a transfer of noperty other than cash, such Property shalbheed at its Fair Market Value at the
time of such transfer.

"Issue Date" means the date on which the Initiguiges are initially issued.

"Issue Date Rating" means B-3 in the case of Maodgt B in the case of S&P, which are the respecttings assigned to the Securities by
the Rating Agencies on the Issue Date.

"Joint Venture" means a Person in which the CompmareyRestricted Subsidiary holds not more than 80%e shares of Voting Stock.

"Lien" means, with respect to any Property, anytgege or deed of trust, pledge, hypothecationgassént, deposit arrangement, security
interest, lien, charge, easement (other than asgmeant not materially impairing usefulness), enaamde, preference, priority or other
security agreement or preferential arrangementyptkind or nature whatsoever on or with respedtch Property (including any Capital
Lease Obligation, conditional sale or other tiféention agreement having substantially the saraeaic effect as any of the foregoing and
any Sale and Leaseback Transaction). For purpdshsalefinition the sale, lease, conveyance beotransfer by the Company or any of its
Subsidiaries of, including the grant of indefeasibights of use or equivalent arrangements witheetsto, dark or lit communications fiber
capacity or communications conduit shall not cdatia Lien.

"Maturity”, when used with respect to any Secunityans the date on which the principal of such gaor an installment of principal
becomes due and payable as therein or herein gawiahether at the Stated Maturity or by declaratibacceleration, notice of redemption
or otherwise.

"Moody's" means Moody's Investors Service, Incifdvloody's Investors Service, Inc. shall ceasngatlebt 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 Seayilnc.
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ceases rating debt securities having a maturityiginal issuance of at least one year and iteigatbusiness with respect thereto shall not
have been transferred to any successor Person,Muauy's" shall mean any other national recognizgihg agency (other than S&P) that
rates debt securities having a maturity at origisslance of at least one year and that shall bege designated by the Trustee by a written
notice given to the Company.

"Net Available Proceeds" from any Asset Dispositiignany Person means cash or cash equivalentsedo@ncluding amounts received by
way of sale or discounting of any note, installmeteivable or other receivable, but excluding atier consideration received in the forn
assumption by the acquiror of Debt or other obiaget relating to such Property) therefrom by suehsBn, net of (i) all legal, title and
recording taxes, expenses and commissions andfet®and expenses (including appraisals, brokeragenissions and investment banking
fees) Incurred and all federal, state, provind@eign and local taxes required to be accruedlabdity as a consequence of such Asset
Disposition, (ii) all payments made by such Persoits Subsidiaries on any Debt which is securedunh Property in accordance with the
terms of any Lien upon or with respect to such Briypor which must by the terms of such Lien, ooider to obtain a necessary consent to
such Asset Disposition or by applicable law, bearéut of the proceeds from such Asset Dispositiiaiy all distributions and other
payments required to be made to minority interesddrs in Subsidiaries or Joint Ventures of sucs@&eas a result of such Asset Disposition
and (iv) appropriate amounts to be provided by Retfson or any Subsidiary thereof, as the casebmags a reserve in accordance with
generally accepted accounting principles againgtiabilities associated with such Property andiretd by such Person or any Subsidiary
thereof, as the case may be, after such Asset Eitgpg including liabilities under any indemnifio@n obligations and severance and other
employee termination costs associated with sucletA3isposition, in each case as determined by dhedbof directors of such Person, in its
reasonable good faith judgment evidenced by a BRasblution filed with the Trustee; provided, howethat any reduction in such reserve
within twelve months following the consummationsofch Asset Disposition will be, for all purposeghi$ Indenture and the Securities,
treated as a new Asset Disposition at the timeioii seduction with Net Available Proceeds equahtoamount of such reduction; provided
further, however, that, in the event that any ateisition for a transaction (which would otherw
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constitute Net Available Proceeds) is requirededbld in escrow pending determination of whethgur@hase price adjustment will be m:
at such time as such portion of the considerasarleased to such Person or its Restricted Salpgiftiom escrow, such portion shall be
treated for all purposes of this Indenture and3beurities as a new Asset Disposition at the tifreuoh release from escrow with Net
Available Proceeds equal to the amount of suchigrodf consideration released from escrow.

"Non-Global Purchasers" has the meaning specifi€skiction 303.
"Offer" has the meaning specified in "Offer to Phase" below.

"Offer to Purchase" means a written offer (the &Dff sent by the Company by firstass mail, postage prepaid, to each Holder of @esia
its address appearing in the Security Registeherate of the Offer offering to purchase up togtiecipal amount of Securities specified in
such Offer at the purchase price specified in $Difar (as determined pursuant to this Indenture)jebs otherwise required by applicable
law, the Offer shall specify an expiration datee(tExpiration Date") of the Offer to Purchase whéttall be, subject to any contrary
requirements of applicable law, not less than 3@ d& more than 60 days after the date of suchr@fid a settlement date (the "Purchase
Date") for purchase of Securities within five Biess Days after the Expiration Date. The Company sbtfy the Trustee at least 15
Business Days (or such shorter period as is adoepiathe Trustee) prior to the mailing of the @fbf the Company's obligation to make an
Offer to Purchase, and the Offer shall be mailetheyCompany or, at the Company's request, by thstde in the name and at the expen:
the Company. The Offer shall contain informatiom@erning the business of the Company and its Sial&d which the Company in good
faith believes will enable such Holders to makerdormed decision with respect to the Offer to Puage (which at a minimum will include
the most recent annual and quarterly financiaéstants and "Management's Discussion and Analystiaicial Condition and Results of
Operations" contained in the documents requirdzketéiled with the Trustee pursuant to this Indeatfwhich requirements may be satisfied
by delivery of such documents together with thee®ff(ii) a description of material developmentstia Company's business subsequent to
the date of the latest of such financial statemefesred to in clause (i) (including
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description of the events requiring the Companméke the Offer to Purchase),

(i) if applicable, appropriate pro forma finantiaformation concerning the Offer to Purchase #hvedevents requiring the Company to make
the Offer to Purchase and (iv) any other informmatiequired by applicable law to be included theéxelime Offer shall contain all instructions
and materials necessary to enable such Holdeesttet Securities pursuant to the Offer to PurchBise Offer shall also state:

a. the Section of this Indenture pursuant to wilehOffer to Purchase is being made;
b. the Expiration Date and the Purchase Date;

c. the aggregate principal amount of the Outstan8iecurities offered to be purchased by the Companguant to the Offer to Purchase
(including, if less than 100%, the manner by whialh has been determined pursuant to the
Section hereof requiring the Offer to Purchased (fPurchase Amount");

d. the purchase price to be paid by the Compan$X@00 aggregate principal amount of Securitiegpied for payment (as specified
pursuant to this Indenture) (the "Purchase Price");

e. that the Holder may tender all or any portiothef Securities registered in the name of such ¢tadd that any portion of a Security
tendered must be tendered in an integral multip®&L¢d00 principal amount;

f. the place or places where Securities are tabesdered for tender pursuant to the Offer to Rase;
g. that any Securities not tendered or tenderesdupurchased by the Company will continue to aedénterest;

h. that on the Purchase Date the Purchase Pritbegibme due and payable upon each Security betepted for payment pursuant to the
Offer to Purchase and that interest thereon, if ahgll cease to accrue on and after the Purchatse D

i. that each Holder electing to tender a Secutityspant to the Offer to Purchase will be requiedurrender such Security at the place or
places specified in the Offer prior to the closdos$iness on the Expiration Date (such Securitydyef the Company or the Trustee so
requires, duly endorsed by, or accompanied by tiem
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instrument of transfer in form satisfactory to tbempany and the Trustee duly executed by, the Hahdeeof or his attorney duly authorized
in writing);

j. that Holders will be entitled to withdraw all any portion of Securities tendered if the Compgmthe Paying Agent) receives, not Ie
than the close of business on the Expiration Datelegram, telex, facsimile transmission or lesteting forth the name of the Holder, the
principal amount of the Security the Holder tendetbe certificate number of the Security the Hold@dered and a statement that such
Holder is withdrawing all or a portion of his temge

k. that (i) if Securities in an aggregate princigaiount less than or equal to the Purchase Amaoardwdy tendered and not withdrawn
pursuant to the Offer to Purchase, the Company ghathase all such Securities and (ii) if Secesitin an aggregate principal amount in
excess of the Purchase Amount are tendered andithorawn pursuant to the Offer to Purchase, thenany shall purchase Securities
having an aggregate principal amount equal to tireHase Amount on a pro rata basis (with such &dprss as may be deemed appropriate

so that only Securities in denominations of $1,00htegral multiples thereof shall be purchasedy

. that in the case of any Holder whose Securifyuichased only in part, the Company shall exe@utd the Trustee shall authenticate and
deliver to the Holder of such Security without seevcharge, a new Security or Securities, of anfi@ized denomination as requested by
such Holder, in an aggregate principal amount eguahd in exchange for the unpurchased porticgh@Security so tendered.

Any Offer to Purchase shall be governed by andcedtein accordance with the Offer for such OffePtachase.

"Officers' Certificate" means a certificate sigmdthe Chairman of the Board of Directors, a Videifman of the Board of Directors, the
President or a Vice President, and by the Chieddral Officer, the Chief Accounting Officer, theehsurer, an Assistant Treasurer, the
Controller, the Secretary or an Assistant Secratatiie Company and delivered to the Trustee, whidll comply with this Indentur
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"Opinion of Counsel" means an opinion of counsekatable to the Trustee (who may be counsel t&€tmpany, including an employee of
the Company).

"OECD" shall mean the Organization for Economic gamation and Development.

"Outstanding"”, when used with respect to Securitiesans, as of the date of determination, all S&esitheretofore authenticated and
delivered under this Indenture, except:

(i) Securities theretofore cancelled by the Trustedelivered to the Trustee for cancellation;

(if) on and after any maturity or redemption d&ecurities, or portions thereof, for whose paynmenmedemption money in the necessary
amount has been theretofore deposited with theteuws any Paying Agent (other than the Companyfust or set aside and segregated in
trust by the Company (if the Company shall act@sin Paying Agent) for the Holders of such Seias;j provided that (a) the Trustee or
Paying Agent, as applicable, is not prohibited freaying such money to the Holders and (b) if suetuBities are to be redeemed, notice of
such redemption has been duly given pursuant $dtidienture;

(iiif) Securities, except to the extent providediections 1202 and 1203, with respect to which the@any has effected defeasance or
covenant defeasance as provided in Article Twedwnel

(iv) Securities which have been paid pursuant ti®e 306 or in exchange for or in lieu of whiclhet Securities have been authenticatec
delivered pursuant to this Indenture, other thansarth Securities in respect of which there shalehbeen presented to the Trustee proof
satisfactory to it that such Securities are helé npna fide purchaser in whose hands the Secugiteevalid obligations of the Company;

provided, however, that in determining whetherktodders of the requisite principal amount of Outsliag Securities have given any requ
demand, authorization, direction, consent, noticeaiver hereunder, and for the purpose of makimgcalculations required by TIA Section
313, Securities owned by the Company or any othkgar upon
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the Securities or any Affiliate of the Company ocls other obligor shall be disregarded and deemetbrbe Outstanding, except that, in
determining whether the Trustee shall be proteictedaking such calculation or in relying upon angls request, demand, authorization,
direction, notice, consent or waiver, only Secastwhich any Responsible Officer of the TrusteeAsto be so owned or as to which the
Trustee has received written notice shall be sedarded. Securities so owned which have been @teiiggood faith may be regarded as
Outstanding if the pledgee establishes to thefaation of the Trustee the pledgee's right so tondit respect to such Securities and that the
pledgee is not the Company or any other obligomupe Securities or any Affiliate of the Companysach other obligor.

"Paying Agent" means any Person (including the Camymacting as Paying Agent) authorized by the Cappa pay the principal of (and
premium, if any) or interest on any Securities ehdif of the Company.

"Permitted Holders" means the members of the Cogip&oard of Directors on the Issue Date and thesspective estates, spouses, ance
and lineal descendants, the legal representativasyoof the foregoing and the trustees of any Haleatrusts of which the foregoing are the
sole beneficiaries or the grantors, or any Persavhach the foregoing "beneficially owns" (as defthin Rule 13d-3 under the Exchange Act)
at least 66 2/3% of the total voting power of thatilfg Stock of such Person.

"Permitted Interest Rate or Currency Protectione®gnent” of any Person means any Interest Rateroery Protection Agreement entered
into with one or more financial institutions in tbhedinary course of business that is designeddtept such Person against fluctuations in
interest rates or currency exchange rates withesp Debt Incurred and not for purposes of s@aimr and which, in the case of an interest
rate agreement, shall have a notional amount retgréan the principal amount at maturity due wétbpect to the Debt being hedged
thereby.

"Permitted Investments" means (a) Cash Equivalébjsnvestments in prepaid expenses; (¢) negaiaistruments held for collection and
lease, utility and workers' compensation, perforoeaand other similar deposits; (d) loans, advancestensions of credit to employees and
directors made in the ordinary course of businesglscansistent with past practice; (e) obligationder Permitted Interest Rate or Currency
Protection
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Agreements; (f) bonds, notes, debentures and etwerrities received as a result of Asset Dispasstipursuant to and in compliance with
Section 1016;

(9) Investments in any Person as a result of whitth Person becomes a Restricted Subsidiary; ¥estments made prior to the Issue Date;
(i) Investments made after the Issue Date in Persagaged in the Telecommunications/IS Busineas imggregate amount not to exceed
Invested Capital; and (j) additional Investmentainaggregate amount not to exceed $200,000,000.

"Permitted Liens" means (a) Liens for taxes, assesnss, governmental charges, levies or claims whiemot yet delinquent or which are
being contested in good faith by appropriate prdcess, if a reserve or other appropriate provisibany, as shall be required in conformity
with generally accepted accounting principles shalle been made therefor; (b) other Liens incideéatdéne conduct of the Company's and its
Restricted Subsidiaries' businesses or the owneddliis Property not securing any Debt, and widomot in the aggregate materially detract
from the value of the Company's and its RestriGelsidiaries’ Property when taken as a whole, ¢emadly impair the use thereof in the
operation of its business; (c) Liens, pledges aqbdits made in the ordinary course of businessmmection with workers' compensation,
unemployment insurance and other types of statutbligations;

(d) Liens, pledges or deposits made to securedhfenmance of tenders, bids, leases, public outstat obligations, sureties, stays, appeals,
indemnities, performance or other similar bonds @ther obligations of like nature incurred in thrdinary course of business (exclusive of
obligations for the payment of borrowed money,db&ining of advances or credit or the paymenhefdeferred purchase price of Property
and which do not in the aggregate materially imfizéruse of Property in the operation of the bissired the Company and the Restricted
Subsidiaries taken as a whole); (e) zoning regirist servitudes, easements, rights-of-way, reiris and other similar charges or
encumbrances incurred in the ordinary course afiess which, in the aggregate, do not materialtyagt from the value of the Property
subject thereto or materially interfere with theinary conduct of the business of the CompanysoRéstricted Subsidiaries; and (f) any
interest or title of a lessor in the Property sabfe any lease other than a Capital Lease.

"Permitted Telecommunications Capital Asset Disjias! means the transfer, conveyance, sale, leia
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other disposition of optical fiber and/or conduitdaany related equipment used in a Segment (asedifof the Company's communications
network that (i) constitute capital assets in adaace with generally accepted accounting principhes (i) after giving effect to such
disposition, would result in the Company retainatdeast either (A) 24 optical fibers per routeendh such Segment as deployed at the time
of such disposition or (B) 12 optical fibers ancde@mpty conduit per route mile on such Segmenepkged as such time. "Segment" means
(x) with respect to the Company's intercity netwdhie through-portion of such network between tagal networks (i.e., Omaha to Denver)
and (y) with respect to a local network of the Camyp(i.e., Dallas), the entire through-portion ofls network, excluding the spurs which
branch off the through-portion.

"Person" means any individual, corporation, compgaytnership, joint venture, limited liability cqrany, association, joint stock company,
trust, unincorporated organization, governmentganay or political subdivision thereof or any otketity.

"Physical Security" has the meaning specified icti®a 303.

"Predecessor Security" of any particular Securigans every previous Security evidencing all orrdigo of the same debt as that evidenced
by such particular Security; and, for the purpasfahis definition, any Security authenticated aativered under Section 306 in exchange for
a mutilated security or in lieu of a lost, destrdye stolen Security shall be deemed to evidenesdme debt as the mutilated, lost, destroyed
or stolen Security.

"Preferred Stock" of any Person means Capital Stdskich Person of any class or classes (howewgrited) that ranks prior, as to the
payment of dividends or as to the distribution sgets upon any voluntary or involuntary liquidatidissolution or winding-up of such
Person, to shares of Capital Stock of any othessaté such Person.

"Preferred Stock Dividends" means all dividendswréspect to Preferred Stock of Restricted Sulréédidneld by Persons other than the
Company or a Wholly Owned Restricted Subsidiarye @mount of any such dividend shall be equal tajtiatient of such dividend divided
by the difference between one and the maximumtstgtéederal income rate (expressed as a decintabrubetween 1 and 0) applicable to
the issuer of such Preferred Stock for the periaihg which such dividends were pa
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"Private Exchange Offer" means the offer by the @any, pursuant to
Section 2(f) of the Registration Agreement, to ésand deliver to certain purchasers, in exchangthéolnitial Securities held by such
purchasers as part of their initial distributiorike aggregate principal amount of Private ExcleaBegcurities.

"Private Exchange Securities" means the Exchangeriiies to be issued pursuant to this Indenturgoimection with a Private Exchange
Offer pursuant to the Registration Agreement.

"Private Placement Legend" means the third pardgoéhe legend set forth in the Securities infthren set forth in Exhibit A.

"Property” means, with respect to any Person, atgyést of such Person in any kind of propertysses, whether real, personal or mixed, or
tangible or intangible, including Capital Stock amd other securities of, any other Person. Fqugases of any calculation required pursual
this Indenture, the value of any Property shalitb&air Market Value.

"Proportionate Interest" in any issuance of Caftaick of a Restricted Subsidiary means a ratith@)numerator of which is the aggregate
amount of all Capital Stock of such Restricted $ibsy beneficially owned by the Company and thetReted Subsidiaries and (ii) the
denominator of which is the aggregate amount ofit@bptock of such Restricted Subsidiary benefigialvned by all Persons (excluding, in
the case of this clause (ii), any Investment madmnnection with such issuance).

"Purchase Amount" has the meaning specified inéQth Purchase" above.
"Purchase Date" has the meaning specified in "Qéféurchase" above.

"Purchase Money Debt" means Debt (including Acqlibebt and Capital Lease Obligations, mortgagenfiimeys and purchase money
obligations) incurred for the purpose of financaigor any part of the cost of construction, inlgt@&bn, acquisition, lease, development or
improvement by the Company or any Restricted Sidngiaf any Telecommunications/IS Assets of the @any or any Restricted Subsidi
and including any related notes, Guarantees, esllbtiocuments, instruments and agreements exeicutednection therewith, as the same
may be
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amended, supplemented, modified or restated froma to time.
"Purchase Price" has the meaning specified in 'Qfféurchase" above.
"Qualified Institutional Buyer" or "QIB" has the rmeing specified in Rule 144A.

"Qualified Receivable Facility" means Debt of then@pany or any Subsidiary Incurred from time to tipuesuant to either (x) credit faciliti
secured by Receivables or (y) Receivables purdaadiies, and including any related notes, Guéas, collateral documents, instruments
and agreements executed in connection therewitiheasame may be amended, supplemented, modifies@mted from time to time.

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

"Rating Date" means the earlier of the date of jputnbtice of the occurrence of a Change of Cortraif 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 ¢wigeriod shall be extended so long as
rating of the Securities is under publicly annouhcensideration for possible downgrade by any efRlating Agencies), either of the Rating
Agencies assigns or reaffirms a rating to the Stesithat is lower than the applicable Issue DRdéing (or the equivalent thereof). If, priol
the Rating Date, either of the ratings assignetiedSecurities by the Rating Agencies is lower th@napplicable Issue Date Rating, then a
Rating Decline will be deemed to have occurredidtsrating is not changed by the 90th day followtimg Rating Date. A downgrade within
rating categories, as well as between rating caiegowill be considered a Rating Decline.

"Receivables" means receivables, chattel papdrumgnts, documents or intangibles evidencing latirg to the right to payment of money
and proceeds and products thereof in each caseagetén the ordinary course of business.

"Redemption Date", when used with respect to aryufty to be redeemed, in whole or in part, me&esdate fixed for such redemption by
or pursuant to this Indentur
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"Redemption Price", when used with respect to aeguBty to be redeemed, means the price at whishtd be redeemed pursuant to this
Indenture.

"refinancing” has the meaning specified in Secfi6f0(b)(viii).

"Registered Exchange Offer" means the offer byGbmpany, pursuant to the Registration Agreemertetin Holders of Initial Securities,
to issue and deliver to such Holders, in exchaongéhk Initial Securities, a like aggregate primtiamount of Exchange Securities registered
under the Securities Act.

"Registration Agreement" means the Registrationeggrent dated April 23, 1998, between the CompadyttaaInitial Purchasers relating to
the Initial Securities.

"Regular Record Date" for the interest payable ronlaterest Payment Date means the April 15 or Retd5 (whether or not a Business
Day), as the case may be, next preceding suckekitBayment Date.

"Regulation S" means Regulation S under the Séesirict.
"Regulation S Global Security" has the meaning igelcin Section 303.
"Required Filing Dates" has the meaning specifie8éction 1007.

"Responsible Officer", when used with respect s Thustee, means any officer within the Trusteep@rate Trust Office, including any vi
president, the Managing Director, the secretary,asistant secretary, any assistant treasuranyoother officer of the Trustee customarily
performing functions similar to those performedany of the above-designated officers, and also sjemith respect to a particular corporate
trust matter, any other officer to whom such mateeferred because of his knowledge of and famifji with the particular subject.

"Restricted Payment" has the meaning specifieceti®&n 1012.

"Restricted Subsidiary" means (a) a Subsidianhef@ompany or of a Restricted Subsidiary that lsh®een designated or classified as an
Unrestricted Subsidiary pursuant to and in compkawith Section 1019 and (b)
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Unrestricted Subsidiary that is redesignated assirRted Subsidiary pursuant to such Section.

"Restricted Subsidiary Guarantee" means a suppleaiedenture to this Indenture in substantially torm set forth in Exhibit B hereto,
providing for an unconditional Guarantee of paymiaritll of the principal of, premium, if any, arigterest on the Securities. Any such
Restricted Subsidiary Guarantee shall not be sufiatelto any Debt of the Restricted Subsidiary glog the Restricted Subsidiary
Guarantee.

"Revocation" has the meaning specified in Secti@tol
"Rule 144A" means Rule 144A under the Securities Ac
"Rule 144A Global Security" has the meaning spedifin Section 303.

"S&P" means Standard & Poor's Ratings Servicef @tandard & Poor's Ratings Service shall ceasegraiebt 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 Standard & Poor's Rafmgvice ceases rating debt securities having arityaht original issuance of at least one
year and its ratings business with respect thestedtl not have been transferred to any successso®ghen "S&P" shall mean any otl
national recognized rating agency (other than M&)dhat rates debt securities having a maturigriginal issuance of at least one year and
that shall have been designated by the Trusteewnjttan notice given to the Company.

"Sale and Leaseback Transaction" of any Person sreandirect or indirect arrangement pursuant tickvliny Property is sold or transferi
by such Person or a Restricted Subsidiary of seckom and is thereafter leased back from the psecta transferee thereof by such Person
or one of its Restricted Subsidiaries. The statatunty of such arrangement shall be the date efakt payment of rent or any other amount
due under such arrangement prior to the first dateshich such arrangement may be terminated bjeis®e without payment of a penalty.

"Securities" has the meaning stated in the firsitakof this Indenture and more particularly meanyg Securities authenticated and delivered
under this Indenture
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"Securities Act" means the Securities Act of 1%83amended (or any successor act), and the rudeggulations thereunder (or respective
successors thereto).

"Security Register" and "Security Registrar" have tespective meanings specified in Section 305.

"Shelf Registration Statement" means a registratatement issued by the Company in connection thétoffer and sale of Initial Securities
pursuant to the Registration Agreement.

"Significant Subsidiary" means any Subsidiary thatlld be a "Significant Subsidiary" of the Compamhin the meaning of Rule 1-02
under Regulation S-X promulgated by the Commission.

"Special Assets" means (a) the Capital Stock cetassd Cable Michigan, Inc., RCN Corporation, Conmwealth Telephone Enterprises, Ir
KCP, Inc. and California Private Transportation @amy, L.P. (and any intermediate holding compaaiesther entities formed solely for t
purpose of owning such Capital Stock or assets)eowdirectly or indirectly, by the Company or angsRicted Subsidiary on the Issue Date,
and (b) any Property, other than cash, Cash E@ntelnd Telecommunications/IS Assets, receivetasideration for the disposition after
the Issue Date of Special Assets (as contemplatdlaebfirst proviso in Section 1016).

"Special Interest" has the meaning specified inilikiA.
"Special Record Date" for the payment of any Deéaliinterest means a date fixed by the Trusteaupntgo Section 307.

"Stated Maturity" when used with respect to a Siggor any installment of interest thereon, medresdate specified in such Security as the
fixed date on which the principal of such Secuaitysuch installment of interest is due and payabtguding pursuant to any mandatory
redemption provision (but excluding any provisignyading for the repurchase of such Security atdpion of the Holder thereof upon the
happening of any contingency beyond the contréhefCompany unless such contingency has occurred).

"Subordinated Debt" means Debt of the Companyh@)is not secured by any Lien on or with respeetrty
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Property now owned or acquired after the Issue Bate(b) as to which the payment of principal afd@remium, if any) and interest and
other payment obligations in respect of such Dbbtl e subordinate to the prior payment in fultash of the Securities to at least the
following extent: (i) no payments of principal afr(premium, if any) or interest on or otherwise @ineluding by acceleration or for
additional amounts) in respect of, or repurchassemptions or other retirements of, such DebtiéctVely, "payments of such Debt") may
be permitted for so long as any default (afterrgueffect to any applicable grace periods) in thgnpent of principal (or premium, if any) or
interest on the Securities exists, including assalt of acceleration; (ii) in the event that atlyes Default exists with respect to the Securities,
upon notice by Holders of 25% or more in aggregaitecipal amount of the Securities to the Trustee, Trustee shall have the right to give
notice to the Company and the holders of such Qmtttustees or agents therefor) of a payment lalgekand thereafter no payments of such
Debt may be made for a period of 179 days frondtite of such notice, provided that not more thamsarch payment blockage notice ma
given in any consecutive 360-day period, irrespeabif the number of defaults with respect to theuiges during such period; (jii) if
payment of such Debt is accelerated when any Sexuare Outstanding, no payments of such Debtleayade until three Business Days
after the Trustee receives notice of such accéberand, thereafter, such payments may only be rattee extent the terms of such Debt
permit payment at that time; and (iv) such Debt maly(x) provide for payments of principal of sushbt at the stated maturity thereof or by
way of a sinking fund applicable thereto or by veyany mandatory redemption, defeasance, retirememgpurchase thereof by the Comg
(including any redemption, retirement or repurchabkeh is contingent upon events or circumstanegskcluding any retirement required
by virtue of acceleration of such Debt upon an ¢eérlefault thereunder), in each case prior tdfithed Stated Maturity of the Securities or
(y) permit redemption or other retirement (inclugljpursuant to an offer to purchase made by the @ogjpof such other Debt at the optior
the holder thereof prior to the final Stated Matudf the Securities, other than, in the case afisk (x) or (y), any such payment, redemption
or other retirement (including pursuant to an oftepurchase made by the Company) which is cormditicupon (A) a change of control of 1
Company pursuant to provisions substantially simidathose described Section 1009 (and which gimallide that such Debt will not be
repurchased pursuant to such provisi
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prior to the Company's repurchase of the Securitigsired to be repurchased by the Company pursadhé provisions described in Section
1009) or (B) a sale or other disposition of aspetsuant to provisions substantially similar tosthaescribed in Section 1016 (and which ¢
provide that such Debt will not be repurchased gam$ to such provisions prior to the Company's relpase of the Securities required to be
repurchased by the Company pursuant to the provigscribed in Section 1016).

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

"Telecommunications/IS Assets" means (a) any Ptggether than cash, cash equivalents and sea@)riticbe owned by the Company or any
Restricted Subsidiary and used in the TelecommtioitslIS Business; (b) for purposes of Section1&id 1014 only, Capital Stock of any
Person; or (c) for all other purposes of this Irtdesy Capital Stock of a Person that becomes aiBtest Subsidiary as a result of the
acquisition of such Capital Stock by the Compangrasther Restricted Subsidiary from any Personrdtizm an Affiliate of the Company;
provided, however, that, in the case of clause(l{f), such Person is primarily engaged in thed@nmunications/IS Business.

"Telecommunications/IS Business" means the busioe@stransmitting, or providing services relaito the transmission of, voice, video or
data through owned or leased transmission fadglii® constructing, creating, developing or mairkg communications networks, related
network transmission equipment, software and adlegices for use in a communications business cfiipputer outsourcing, data center
management, computer systems integration, reengigeaf computer software for any purpose (inclggdiwithout limitation, for the
purposes of porting computer software from one afigg environment or computer platform to anothetocaddress issues commonly
referred to as "Year 2000 issues") or (iv) evahgtparticipating or pursuing any other activityomportunity that is primarily related to those
identified in (i), (ii)
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or (iii) above; provided that the determinationndfat constitutes a Telecommunications/IS Businkai Be made in good faith by the Board
of Directors.

"Trust Indenture Act" or "TIA" means the Trust Imdere Act of 1939 as in force at the date as ofthlthis Indenture was executed, excej
provided in
Section 905.

"Trustee" means the Person named as the "Trustdb& ifirst paragraph of this Indenture until acessor Trustee shall have become such
pursuant to the applicable provisions of this Irtides and thereafter "Trustee" shall mean suchessor Trustee.

"Unrestricted Subsidiary" means (a) 91 Holding Cpfip) any Subsidiary of an Unrestricted Subsidiaryd (c) any Subsidiary of the
Company designated as such pursuant to and in @mplwith Section 1019 and not thereafter redeséghas a Restricted Subsidiary as
permitted pursuant thereto.

"Vice President”, when used with respect to the @amy or the Trustee, means any vice president,hehetr not designated by a number
word or words added before or after the title "ypcesident".

"Voting Stock" of any Person means Capital Stockuath Person which ordinarily has voting powertlf@r election of directors (or persons
performing similar functions) of such Person, wieetht all times or only for so long as no seniassslof securities has such voting power by
reason of any contingency.

"Wholly Owned Subsidiary" of any Person means asi#lidry of such Person all of the outstanding Vi@t8tock or other ownership interests
(other than directors' qualifying shares) of whéttall at the time be owned by such Person or byoomeore Wholly Owned Subsidiaries of
such Person or by such Person and one or more yMBwelhed Subsidiaries of such Person.

SECTION 102. Compliance Certificates and Opinions.

Upon any application or request by the Companyé¢oTtrustee to take any action under any provisfahis Indenture, the Company shall
furnish to the Trustee an Officers' Certificatdiagithat all conditions precedent, if any, prowder in this Indenture (including any coven
compliance with which constitutes a condit
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precedent) relating to the proposed action hava bemplied with and an Opinion of Counsel statimgttin the opinion of such counsel all
such conditions precedent, if any, have been cauplith, except that in the case of any such agfidin or request as to which the furnist
of such documents is specifically required by argvjsion of this Indenture relating to such pat@application or request, no additional
certificate or opinion need be furnished.

Every certificate or opinion with respect to comapice with a condition or covenant provided forhis tndenture shall include:

(1) a statement that each individual signing swatifecate or opinion has read such covenant oditmm and the definitions herein relating
thereto;

(2) a brief statement as to the nature and scoffeeafxamination or investigation upon which tfeesnhents or opinions contained in such
certificate or opinion are based;

(3) a statement that, in the opinion of each sadividual, he has made such examination or invastig as is necessary to enable him to
express an informed opinion as to whether or nch swvenant or condition has been complied witld; an

(4) a statement as to whether, in the opinion oheauch individual, such condition or covenant xesn complied with.
SECTION 103. Form of Documents Delivered to Trustee

In any case where several matters are required tetiified by, or covered by an opinion of, angafied Person, it is not necessary that all
such matters be certified by, or covered by thaiopiof, only one such Person, or that they beestfied or covered by only one document,
but one such Person may certify or give an opimidh respect to some matters and one or more stigr Persons as to other matters, and
any such Person may certify or give an opinioroasuth matters in one or several documents.

Any certificate or opinion of an officer of the Cpany may be based, insofar as it relates to leg#tiens, upon a certificate or opinion of, or
representations by, counsel, unless such officewknor in the exercise of reasona
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care should know, that the certificate or opiniomepresentations with respect to the matters wghwnh his certificate or opinion is based are
erroneous. Any such certificate or Opinion of Calmsay be based, insofar as it relates to fact@dlers, upon a certificate or opinion of, or
representations by, an officer or officers of then{pany stating that the information with respeciuoh factual matters is in the possession of
the Company, unless such counsel knows, or inxbecise of reasonable care should know, that thidicate or opinion or representations
with respect to such matters are erroneous.

Where any Person is required to make, give or drewro or more applications, requests, consenttficates, statements, opinions or other
instruments under this Indenture, they may, butimex, be consolidated (with proper identificatmfreach matter covered therein) and form
one instrument.

SECTION 104. Acts of Holders.

(a) Any request, demand, authorization, directimtice, consent, waiver or other action providedtiy Indenture to be given or taken by
Holders may be embodied in and evidenced by omeooe instruments of substantially similar tenongid by such Holders in person or by
agents duly appointed in writing; and, except agineotherwise expressly provided, such actionldfedome effective when such instrument
or instruments are delivered to the Trustee an@ra is hereby expressly required, to the Comp&8umgh instrument or instruments (and the
action embodied therein and evidenced therebyherein sometimes referred to as the "Act" of thédelis signing such instrument or
instruments. Proof of execution of any such insegatror of a writing appointing any such agent shalkufficient for any purpose of this
Indenture and (subject to Section 601) conclusiviavor of the Trustee and the Company, if madd&énmanner provided in this Section.

(b) The fact and date of the execution by any Read@ny such instrument or writing may be provgdhe affidavit of a witness of such
execution or by a certificate of a notary publicotiner officer authorized by law to take acknowlegts of deeds, certifying that the
individual signing such instrument or writing ackviedged to him the execution thereof. Where su@tetion is by a signer acting in a
capacity other than his individual capacity, suettiticate or affidavit shall also constitute saféint proof of authority. The fact and date of
the execution of any such instrument or writingther
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authority of the Person executing the same, mayltadsproved in any other manner that the Trusteendesufficient.

(c) The principal amount and serial numbers of 88es held by any Person, and the date of holthiegsame, shall be proved by the Security
Register.

(d) If the Company shall solicit from the HoldefsSecurities any request, demand, authorizatioecton, notice, consent, waiver or other
Act, the Company may, at its option, by or pursuardg Board Resolution, fix in advance a recore: dat the determination of Holders
entitled to give such request, demand, authorigatiodection, notice, consent, waiver or other Attt the Company shall have no obligation
to do so. Notwithstanding TIA Section

316(c), such record date shall be the record gegteified in or pursuant to such Board Resolutiohiclv shall be a date not earlier than the
date 30 days prior to the first solicitation of Hets generally in connection therewith and not litan the date such solicitation is comple

If such a record date is fixed, such request, deimamthorization, direction, notice, consent, waimeother Act may be given before or after
such record date, but only the Holders of recottti@tclose of business on such record date shalébmed to be Holders for the purposes of
determining whether Holders of the requisite préiparof Outstanding Securities have authorizedgvead or consented to such request,
demand, authorization, direction, notice, conseatyer or other Act, and for that purpose the Quriding Securities shall be computed as of
such record date; provided that no such authoozatigreement or consent by the Holders on sudndetate shall be deemed effective
unless it shall become effective pursuant to tlwipions of this Indenture not later than six mardlfter the record date.

(e) Any request, demand, authorization, directiatice, consent, waiver or other Act of the Holdeany Security shall bind every future
Holder of the same Security and the Holder of eB=gurity issued upon the registration of trandfereof or in exchange therefor or in lieu
thereof in respect of anything done, omitted ofesefl to be done by the Trustee or the Compangliarrce thereon, whether or not notation
of such action is made upon such Security. Howeargr,such Holder or future Holder may revoke thluest, demand, authorization,
direction, notice, consent, waiver or other Actted Holder as to such Holder's Security or portibthe
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Security if the Trustee receives the notice of oaimn before the date such Act becomes effective.
SECTION 105. Notices, etc., to Trustee and Company.

Any request, demand, authorization, direction,aegtconsent, waiver or Act of Holders or other doent provided or permitted by this
Indenture to be made upon, given or furnishedttdi)ed with,

(1) the Trustee by any Holder or by the Companyl &leasufficient for every purpose hereunder if magiven, furnished or filed in writing to
or with the Trustee at its Corporate Trust Offis&ention: Corporate Finance Department, or

(2) the Company or any Guarantor by the Trustdeyany Holder shall be sufficient for every purpbseeunder (unless otherwise herein
expressly provided) if in writing and mailed, ficlass postage prepaid, to the Company or suchaBtaraddressed to it (in the case of a
Guarantor, in care of the Company) at the addregedCompany's principal office specified in tlrstf paragraph of this Indenture, or at any
other address previously furnished in writing te firustee by the Company.

SECTION 106. Notice to Holders; Waiver.

Where this Indenture provides for notice of anyrawte Holders by the Company or the Trustee, swtlta shall be given (unless otherwise
herein expressly provided) if in writing and mailéidst-class postage prepaid, to each Holder tgtbby such event, at the address of such
Holder as it appears in the Security Register]atet than the latest date, and not earlier tharetirliest date, prescribed for the giving of ¢
notice. In any case where notice to Holders ismgive mail, neither the failure to mail such notiner any defect in any notice so mailed, to
any particular Holder shall affect the sufficierafysuch notice with respect to other Holders. Negtishall be effective only upon receipt.
Where this Indenture provides for notice in any mansuch notice may be waived in writing by thesBe entitled to receive such notice,
either before or after the event, and such wailiall ®e the equivalent of such notice. Waiversaifae by Holders shall be filed with the
Trustee, but such filing shall not be a conditioagedent to the validity of any action taken inamete upon such waive
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In case by reason of the suspension of or irrejiglsin regular mail service or by reason of attyeo cause, it shall be impracticable to mail
notice of any event to Holders when such notigedgiired to be given pursuant to any provisiorhaf tndenture, then any manner of giving
such notice as shall be satisfactory to the Trustted be deemed to be a sufficient giving of sootice for every purpose hereunder.

SECTION 107. Effect of Headings and Table of Cotgen

The Article and Section headings herein and thdelabContents are for convenience only and statliffect the construction hereof.
SECTION 108. Successors and Assigns.

All covenants and agreements in this IndenturenbyGompany shall bind its successors and assidrether so expressed or not.
SECTION 109. Separability Clause.

In case any provision in this Indenture or in tlee8ities shall be invalid, illegal or unenforceslihe validity, legality and enforceability of
the remaining provisions shall not in any way Hected or impaired thereby.

SECTION 110. Benefits of Indenture.

Nothing in this Indenture or in the Securities, g3 or implied, shall give to any Person, othanttihe parties hereto, any Paying Agent,
Security Registrar and their successors hereumtkthe Holders any legal or equitable right, remedglaim under this Indenture.

SECTION 111. Governing Law.

THIS INDENTURE AND THE SECURITIES SHALL BE GOVERNEBY AND CONSTRUED IN ACCORDANCE WITH THE LAW OF
THE STATE OF NEW YORK BUT WITHOUT GIVING EFFECT T@PPLICABLE PRINCIPLES OF CONFLICTS OF LAW TO THE
EXTENT THAT THE APPLICATION OF THE LAWS OF ANOTHERURISDICTION WOULD BE REQUIRED THEREBY.

SECTION 112. Conflict with Trust Indenture Act.

The Trust Indenture Act shall apply as a mattesaritract to this Indenture for purposes of inteigtien, construction and defining the rights
and obligation:
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hereunder. If any provision hereof limits, quakfier conflicts with any provision of the Trust Imdiere Act or another provision which is
required or deemed to be included in this Indeniyrany of the provisions of the Trust Indenturd,Atich provision or requirement of the
Trust Indenture Act shall control.

If any provision of this Indenture modifies or exdés any provision of the Trust Indenture Act thaly be so modified or excluded, the latter
provision shall be deemed to apply to this Indentas so modified or excluded, as the case may be.

SECTION 113. Legal Holidays.

In any case where any Interest Payment Date, Red®nipate, or Stated Maturity or Maturity of anycsety shall not be a Business Day,
then

(notwithstanding any other provision of this Indeetor of the Securities)

payment of principal (or premium, if any) or intst@eed not be made on such date, but may be nmatthe mext succeeding Business Day
with the same force and effect as if made on theréist Payment Date or Redemption Date or at e®Maturity or Maturity; provided that
no interest shall accrue for the period from arndrafuch Interest Payment Date, Redemption Das¢e®&Maturity or Maturity, as the case
may be.

SECTION 114. No Personal Liability of Directors,fioérs, Employees ang@tockholders.

No director, officer, employee, incorporator orcitioolder of the Company or any Guarantor, as ssital] have any liability for an
obligations of the Company or any Guarantor unklerSecurities or this Indenture or for any clairadzhon, in respect of, or by reason of,
such obligations or their creation, solely by reagbits status as a director, officer, employaeprporator or stockholder of the Company
Guarantor. By accepting a Security, each Holdev@sand releases all such liability (but only slighility). The waiver and release are part
of the consideration for issuance of the Securities

SECTION 115. Independence of Covenants.

All covenants and agreements in this Indenture sleagiven independent effect so that if a particalction or condition is not permitted by
any of such covenants, the fact that it would benitéed by an exception to, or be otherwise witthie limitations of, another covenant st
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not avoid the occurrence of a Default if such act&otaken or condition exists.
SECTION 116. Exhibits.
All exhibits attached hereto are by this referemaele a part hereof with the same effect as if heset forth in full.
SECTION 117. Counterparts.

This Indenture may be executed in any number ofi@parts, each of which shall be an original; sudh counterparts shall together
constitute but one and the same instrument.

SECTION 118. Duplicate Originals.

The parties may sign any number of copies of thiehture. Each signed copy shall be an origindlabwf them together represent the same
agreement.

ARTICLE TWO
SECURITY FORMS
SECTION 201. Forms Generally.

The Securities and the Trustee's certificate dientication with respect thereto shall be in suiishy the form set forth in Exhibit A hereto,
with such appropriate insertions, omissions, stiigins and other variations as are required amjigxd by this Indenture, and may have ¢
letters, numbers or other marks of identificationl such legends or endorsements placed thereoayaberrequired to comply with the rules
of any securities exchange or system on which #wi®ies may be listed or eligible for tradingasr may, consistently herewith, be
determined by the officers executing such Secsriis evidenced by their execution of the Secariay portion of the text of any Security
may be set forth on the reverse thereof, with a@piate reference thereto on the face of the 8gcu

The definitive Securities shall be printed, lithaghed or engraved on steel-engraved borders obmayoduced in any other manner
permitted by the rules of any securities exchanggystem on which the Securities may be listedigibée for trading, all as determined by
the
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officers of the Company executing such Securiagsgvidenced by their execution of such Securities.
ARTICLE THREE
THE SECURITIES
SECTION 301. Title and Terms.

The aggregate principal amount of Securities wihiay be authenticated and delivered under this hoders limited to $2,000,000,000,
except for Securities authenticated and delivepahuegistration of transfer of, or in exchange &orin lieu of, other Securities pursuant to
Section 304, 305, 306, 906, 1009, 1016 or 1108.

The Securities shall be known and designated a®thé8% Senior Notes Due 2008" of the Company.iTtated Maturity shall be May 1,
2008, and they shall bear interest at the rateld8% per annum from April 28, 1998, or from thesthiecent Interest Payment Date to which
interest has been paid or duly provided for, pagail November 1, 1998 and semiannually thereaftéday 1 and November 1 in each year
and at said Stated Maturity, until the principaréof is paid or duly provided for.

Principal of, premium, if any, and interest on Securities will be payable, and the Securities m&gxchanged or transferred, at the office or
agency of the Company in The City of New York, whianless otherwise provided by the Company, veilthe offices of the Trustee. At the
option of the Company, interest may be paid by khmeailed to addresses of the Persons entitledtthasesuch addresses shall appear on the
Security Register.

The interest rate on the Securities is subjeatdceiase by the addition of Special Interest andratise, all as set forth or referred to in the
of the Securities appearing in Exhibit A hereto.

The Securities shall be redeemable as providedtiolé Eleven.

At the election of the Company, the entire DebtlanSecurities or certain of the Company's obligetiand covenants and certain Events of
Default thereunder may be defeased as providedtiol@d Twelve.
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SECTION 302. Denominations.

The Securities will be issued without coupons anfiiily registered form only, in minimum denomirats of $1,000 principal amount and
integral multiples thereof.

SECTION 303. Execution, Authentication, Deliverydddating.

The Securities shall be executed on behalf of th@iany by its Chairman, its President or a Vicesi@lent, under its corporate seal
reproduced thereon and attested by its Secretaag Aissistant Secretary. The signature of anyeddlofficers on the Securities may be
manual or facsimile signatures of the present grfature such authorized officer and may be imgihor otherwise reproduced on the
Securities.

Securities bearing the manual or facsimile sigrestwf individuals who were at any time the progdécers of the Company shall bind the
Company, notwithstanding that such individualsmmy af them have ceased to hold such offices padhé authentication and delivery of
such Securities or did not hold such offices atdhee of such Securities.

At any time and from time to time after the exeontand delivery of this Indenture, the Company melver Securities executed by the
Company to the Trustee for authentication, togettidr a Company Order for the authentication anldsdey of such Securities, and the
Trustee in accordance with such Company Order séiflenticate and deliver such Securities.

Each Security shall be dated the date of its atitaion.

No Security shall be entitled to any benefit unttdés Indenture or be valid or obligatory for anyrpase unless there appears on such Sec

a certificate of authenti cation substantiallyhie form provided for herein duly executed by thaestee by manual signature of an authorized
signatory, and such certificate upon any Secuhgllse conclusive evidence, and the only evidetid,such Security has been duly
authenticated and delivered hereunder and is euhtitl the benefits of this Indenture.

The Trustee shall authenticate and deliver (1igilhitone or more Global Securities for originadu® in an aggregate principal amount not to
exceec
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$2,000,000,000 and (2) Exchange Securities foeissly in a Registered Exchange Offer or a Priatehange Offer pursuant to the
Registration Agreement, for a like principal amoahtnitial Securities, upon receipt of a Compang€r, which shall specify the amount of
Securities to be authenticated, whether the Séesidgre to be Initial Securities or Exchange Séestithe date on which such Securities a
be authenticated and direct the Trustee to auttartsuch Securities.

Except as described below, the Securities will &ggodited with, or on behalf of, the Depository, aagistered in the name of Cede & Co. as
the Depository's nominee in the form of a globakraertificate substantially in the form of ExhiBit(the "Rule 144A Global Security"), for
credit to the respective accounts of the benefmiaters of the Securities represented thereby.

Securities purchased by persons outside the USBiiaes pursuant to sales in accordance with Reéguil&tunder the Securities Act shall be
deposited with, or on behalf of, the Depositoryd aegistered in the name of Cede & Co. as the DEpy's nominee in the form of one or
more global note certificates substantially in fiven of Exhibit A (each a "Regulation S Global Setl), for credit to the respective
accounts of the beneficial owners of the Securiggsesented thereby, provided that upon such @egdbsuch Securities shall be credited to
or through accounts maintained at the Depositorgriyn behalf of the Euroclear System or Cedel Baakiete anonyme.

Securities transferred to Institutional Accreditadestors will be deposited with, or on behalfthg Depository, and registered in the name of
Cede & Co. as the Depository's nominee in the fofiwne or more global note certificates substagtialthe form of Exhibit A (each a
"Institutional Accredited Investor Global Securityfor credit to the respective accounts of thedfieral owners of the Securities represented
thereby.

Securities transferred to any persons who are natif@zd Institutional Buyers or Institutional Aamlited Investors (other than persons oul
the United States pursuant to sales or transfeasdordance with Regulation S under the Securtatl (collectively, "Non-Global
Purchasers") will be issued in registered defimifiorm without coupons substantially in the formEadhibit A (the "Physical Securities").
Upon the transfer to a Qualified Institutional Buyan Institutional Accredite
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Investor or to a person outside the United Statesyant to a sale or transfer in accordance witjuR¢ion S under the Securities Act of
Physical Securities initially issued to a Non-GloBarchaser, such Physical Security will be excleainfigr an interest in a Global Security
representing the principal amount of Securitiesnfydiansferred.

In case the Company, pursuant to Article Eight|ldieaconsolidated or merged with or into any otRerson or shall transfer, sell, lease,
convey or otherwise dispose of all or substantiallyts assets to any other Person, and the ssoc@erson resulting from such consolidat
or surviving such merger, or into which the Compahgll have been merged, or the Person which khed received a transfer, sale, lease,
conveyance or other disposition as aforesaid, slaak executed an indenture supplemental herelothét Trustee pursuant to Article Eight,
any of the Securities authenticated or deliveréarpo such consolidation, merger, transfer, dal@se, conveyance or other disposition may,
from time to time, at the request of the succeBswson, be exchanged for other Securities exedutb@ name of the successor Person with
such changes in phraseology and form as may bejagte, but otherwise in substance of like tersoth@ Securities surrendered for such
exchange and of like principal amount; and the fBeisupon Company Request of the successor Patsalhauthenticate and deliver
Securities as specified in such request for thpqee of such exchange. If Securities shall at seng be authenticated and delivered in any
new name of a successor Person pursuant to thisatexchange or substitution for or upon regisbn of transfer of any Securities, such
successor Person, at the option of the Holdersvliibut expense to them, shall provide for the exde of all Securities at the time
Outstanding for Securities authenticated and dedivén such new name.

SECTION 304. Temporary Securities.

Pending the preparation of definitive Securitibg, Company may execute, and upon Company Orddrrtlstee shall authenticate and
deliver, temporary Securities which are printethdgraphed, typewritten, mimeographed or otherpiseluced, in any authorized
denomination, substantially of the tenor of tham¥e Securities in lieu of which they are isswmt with such appropriate insertions,
omissions, substitutions and other variations aofficers executing such Securities may deternaseaonclusively evidenced by their
execution of such Securitie
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If temporary Securities are issued, the Compankoailse definitive Securities to be prepared withoueasonable delay. After the
preparation of definitive Securities, the tempor@gcurities shall be exchangeable for definitiveusiies upon surrender of the temporary
Securities at the office or agency of the Compaesighated for such purpose pursuant to Section, Mi@i®out charge to the Holder. Upon
surrender for cancellation of any one or more ter@oSecurities, the Company shall execute and thstee shall authenticate and delive
exchange therefor a like principal amount of déifei Securities of authorized denominations. Ustilexchanged, the temporary Securities
shall in all respects be entitled to the same bisnafider this Indenture as definitive Securities.

SECTION 305. Registration, Registration of Transfied Exchange.

The Company shall cause to be kept at the Corpdrate Office of the Trustee a register (the ragistaintained in such office and in any
other office or agency designated pursuant to &edid02 being herein sometimes referred to asSkedrity Register") in which, subject to
such reasonable regulations as the Company magrifmesthe Company shall provide for the registraf Securities and of transfers of
Securities. The Security Register shall be in amittorm or any other form capable of being conwkiéo written form within a reasonable
time. At all reasonable times, the Security Registall be open to inspection by the Trustee. ThstEe is hereby initially appointed as
security registrar (the "Security Registrar") foe fpurpose of registering Securities and transfe8ecurities as herein provided.

Upon surrender for registration of transfer of &wgcurity at the office or agency of the Companygiedged pursuant to Section 1002, the
Company shall execute, and the Trustee shall atitiaésm and deliver, in the name of the designatmasferee or transferees, one or more new
Securities of any authorized denomination or demations of a like aggregate principal amount.

At the option of the Holder, Securities may be exaed for other Securities of any authorized denatiin and of a like aggregate principal
amount, upon surrender of the Securities to bean@bd at such office or agency. Whenever any S&sudare so surrendered for exchange,
the Company shall execute, and the Trustee shthleaticate and deliver, the Securities which thédelomaking the exchange is entitled to
receive.
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All Securities issued upon any registration of fen or exchange of Securities shall be the valighations of the Company, evidencing the
same debt, and entitled to the same benefits uhieindenture, as the Securities surrendered spoh registration of transfer or exchange.

Every Security presented or surrendered for registr of transfer or for exchange shall (if so rieggh by the Company or the Security
Registrar) be duly endorsed, or be accompaniedvijtien instrument of transfer, in form satisfagtto the Company and the Security
Registrar, duly executed by the Holder thereofisratorney duly authorized in writing.

No service charge shall be made for any registraifdransfer or exchange of Securities, but then@any may require payment of a s
sufficient to cover any transfer tax or other sanjovernmental charge that may be imposed in atiomewith any registration of transfer or
exchange of Securities, other than exchanges mtrsu&ection 304, 906, 1009, 1016 or 1108 notlirimg any transfer.

The Company shall not be required (i) to issueistegthe transfer of or exchange any Securityrdpa period beginning at the opening of
business 15 days before the selection of Secutiiibs redeemed under Section 1104 and ending &ldke of business on the day of such
mailing of the relevant notice of redemption o} (@ register the transfer of or exchange any Sgcso selected for redemption in whole o
part, except the unredeemed portion of any Secheityg redeemed in part.

SECTION 306. Mutilated, Destroyed, Lost and Stdbecurities.

If (i) any mutilated Security is surrendered to Tfrestee or (ii) the Company and the Trustee receidence to their satisfaction of the
destruction, loss or theft of any Security, anddhie delivered to the Company and the Trustee sachrity or indemnity sufficient to save
each of them harmless, then, in the absence adflandtice to the Company or the Trustee that swetufity has been acquired by a bona fide
purchaser, the Company shall execute and upon Gonpeder the Trustee shall authenticate and delimezxchange for any such mutilated
Security or in lieu of any such destroyed, losstoten Security, a new Security of like tenor aridgpal amount, bearing a number not
contemporaneously outstandit
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In case any such mutilated, destroyed, lost oest8lecurity has become or is about to become diipayable, the Company in its discretion
may, instead of issuing a new Security, pay suciu@y.

Upon the issuance of any new Security under thisi®&e the Company may require the payment of a suifficient to cover any tax or other
similar governmental charge that may be imposedlation thereto and any other expenses (incluttiedees and expenses of the Trustee)
connected therewith.

Every new Security issued pursuant to this Sedtidieu of any mutilated, destroyed, lost or stofacurity shall constitute an original
additional contractual obligation of the Companfether or not the mutilated, destroyed, lost dest&ecurity shall be at any time
enforceable by anyone, and shall be entitled tbeadefits of this Indenture equally and proportiehawith any and all other Securities duly
issued hereunder.

The provisions of this Section are exclusive arallgireclude (to the extent lawful) all other rigland remedies with respect to the
replacement or payment of mutilated, destroyed,dostolen Securities.

SECTION 307. Payment of Interest; Interest RighitssBrved.

Interest on any Security which is payable, anduisctually paid or duly provided for, on any IntdrBayment Date shall be paid to the Person
in whose name such Security (or one or more Pradec&ecurities) is registered at the close ofrtassi on the Regular Record Date for such
interest at the office or agency of the Companynta@ed for such purpose pursuant to Section 1®jded, however, that each installm

of interest may at the Company's option be paichhiling a check for such interest, payable to mrughe written order of the Person entitled
thereto pursuant to Section 308, to the addresaadf Person as it appears in the Security Register.

Any interest on any Security which is payable,ibutot punctually paid or duly provided for, on dnjerest Payment Date shall forthwith
cease to be payable to the Holder on the Reguleor@@ate by virtue of such Holder having been &deloon the Regular Record Date, and
such defaulted interest and (to the extent lawf€rest on such defaulted interest at the ratadoby the Securitie
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(such defaulted interest and interest thereon helectively called "Defaulted Interest") may feid by the Company, at its election in each
case, as provided in paragraph (1) or (2) below:

(1) The Company may elect to make payment of arfaidied Interest to the Persons in whose nameSélarities (or their respective
Predecessor Securities) are registered at the ofdagsiness on a Special Record Date for the payofesuch Defaulted Interest, which shall
be fixed in the following manner. The Company shaliify the Trustee in writing of the amount of Rafted Interest proposed to be paid on
each Security and the date of the proposed paymaedtat the same time the Company shall depositthvit Trustee an amount of money
equal to the aggregate amount proposed to be pa@spect of such Defaulted Interest or shall naka@ngements satisfactory to the Trustee
for such deposit prior to the date of the propgs@ginent, such money when deposited to be heldigt tor the benefit of the Persons entitled
to such Defaulted Interest as in this clause pexlid hereupon the Trustee shall fix a Special REBPate for the payment of such Defaulted
Interest which shall be not more than 15 days artdess than 10 days prior to the date of the ppeggayment and not less than 10 days
the receipt by the Trustee of the notice of theopsed payment. The Trustee shall promptly notiey@ompany of such Special Record Date,
and in the name and at the expense of the Comphalf,cause notice of the proposed payment of Bethulted Interest and the Special
Record Date therefor to be given in the mannerigea/for in Section 106, not less than 10 daysrpgasuch Special Record Date. Notice of
the proposed payment of such Defaulted Interestlam&pecial Record Date therefor having beenwengisuch Defaulted Interest shall be
paid to the Persons in whose names the Secuiti¢béir respective Predecessor Securities) afistezgd at the close of business on such
Special Record Date and shall no longer be payablguant to the following paragraph (2).

(2) The Company may make payment of any Defauléetést in any other lawful manner not inconsisteith the requirements of any
securities exchange or system on which the Seesiritiay be listed or eligible for trading, and ugaoh notice as may be required by such
exchange or system, if, after notice given by tbenany to the Trustee of the propo:
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payment pursuant to this clause, such manner ahpayshall be deemed practicable by the Trustés sole discretion.

Subject to the foregoing provisions of this Sectiesich Security delivered under this Indenture upgistration of transfer of or in exchange
for or in lieu of any other Security shall carrgttights to interest accrued and unpaid, and touacevhich were carried by such other
Security.

SECTION 308. Persons Deemed Owners.

Prior to the due presentment of a Security forgtegiion of transfer, the Company, the Trusteeamdagent of the Company or the Trustee
may treat the Person in whose name such Secuniggistered as the owner of such Security for tipg@se of receiving payment of principal
of (and premium, if any) and (subject to Sectio®S a@nd 307) interest on such Security and forthkopurposes whatsoever, whether or not
such Security is overdue, and none of the ComphaeyTrustee or any agent of the Company or thetdeushall be affected by notice to the
contrary.

SECTION 309. Cancellation.

All Securities surrendered for payment, redemptiegistration of transfer or exchange shall, ifeadered to any Person other than the
Trustee, be delivered to the Trustee and shalfbmptly cancelled by it. The Company may at anyetueliver to the Trustee for cancellation
any Securities previously authenticated and dedivdrereunder which the Company may have acquiradymmanner whatsoever, and may
deliver to the Trustee (or to any other Persorddivery to the Trustee) for cancellation any Séims previously authenticated hereunder
which the Company has not issued and sold, arfseallirities so delivered shall be promptly cancdiethe Trustee. If the Company shall so
acquire any of the Securities, however, such atoprisshall not operate as a redemption or satigfa®f the indebtedness represented by
such Securities unless and until the same arersigred to the Trustee for cancellation. No Seasishall be authenticated in lieu of or in
exchange for any Securities cancelled as providelis Section, except as expressly permitted tsyltidenture. All cancelled Securities held
by the Trustee shall be disposed of by the Trusteecordance with its customary procedures antification of their disposal delivered to
the Company unless by Compse
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Order the Company shall direct that cancelled Sgesibe returned to it.
SECTION 310. Computation of Interest.
Interest on the Securities shall be computed om#sés of a 360-day year comprised of twelve 30+danths.

SECTION 311. CUSIP Number.

The Company in issuing the Securities may use aSIBUnumber (if then generally in use), and ifth@ Trustee may use the CUSIP
numbers in notices of redemption or exchange asmaenience to Holders; provided, however, thatsrh notice may state that no
representation is made as to the correctness aramcof the CUSIP number printed in the noticemthe Securities, and that reliance may
be placed only on the other identification numbeisted on the Securities. The Company shall proymmpitify the Trustee in writing of any
change in the CUSIP number of the Securities.

SECTION 312. Book-Entry Provisions for Global Seties.

(a) The Global Securities initially shall (i) begistered in the name of the Depository or the nemiof such Depository, (ii) be deposited v
the Trustee as custodian for such Depository andéar legends as set forth in Exhibit A.

Members of, or participants in, the Depository (&g Members") shall have no rights under this Italenwith respect to any Global Secu
held on their behalf by the Depository, or the Teesas its custodian, or under the Global Secuaitg,the Depository may be treated by the
Company, the Trustee and any agent of the Compiathed rustee as the absolute owner of the Globalifty for all purposes whatsoever.
Notwithstanding the foregoing, nothing herein sifidlprevent the Company, the Trustee or any agétite Company or the Trustee frc

giving effect to any written certification, proxy other authorization furnished by the Depositaryiip impair, as between the Depository and
its Agent Members, the operation of customary fxastgoverning the exercise of the rights of a ldolaf any Security.

(b) Transfers of Global Securities shall be limitedransfers in whole, but not in part, to the Psfory, its successors or their respective
nominees. Interests
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beneficial owners in a Rule 144A Global Securityyrba transferred or exchanged for interests imatitutional Accredited Investor Global
Security or a Regulation S Global Security, intey@$ beneficial owners in an Institutional Accitedi Investor Global Security may be
transferred or exchanged for interests in a RutbA1@lobal Security or a Regulation S Global Seguaitd interests of beneficial owners in a
Regulation S Global Security may be transferreexshanged for interests in a Rule 144A Global Sgcar an Institutional Accredited
Investor Global Security, in each case in accordavith the rules and procedures of the Depositadythe provisions of Section

313. Interests of beneficial owners in the Globad8ities may be transferred or exchanged for Rhy/Siecurities in accordance with the i
and procedures of the Depository and the provisidr&ection 313. In addition, Physical Securitikalkbe transferred to all beneficial own
in exchange for their beneficial interests in aldloSecurity if (i) the Depository naotifies the Cpamy that it is unwilling or unable to
continue as a depository for such Global Security at any time the Depository ceases to be ariclgagency registered under the Exchange
Act, and a successor depository is not appointetthéyCompany within 90 days, (ii) the Company exes@and delivers to the Trustee a nc
that such Global Security shall be so transferablgistrable and exchangeable, and such transé#irbghregistrable, or (iii) there shall have
occurred and be continuing a Default or Event ofieDi with respect to the Securities representedunh Global Security.

(c) In connection with any transfer or exchangea pbrtion of the beneficial interest in any GloBalurity to beneficial owners pursuant to
paragraph (b), the Security Registrar shall (if onenore Physical Securities are to be issued®ctdin its books and records the date and a
decrease in the principal amount of the Global 8gcin an amount equal to the principal amounthaf beneficial interest in the Global
Security to be transferred, and the Company skaltite, and the Trustee shall authenticate andedtetbne or more Physical Securities of
like tenor and principal amount of authorized demtions.

(d) In connection with the transfer of Global Sétes as an entirety to beneficial owners purstamaragraph (b), the Global Securities shall
be deemed to be surrendered to the Trustee foellation, and the Company shall execute, and tlust®e shall authenticate and deliver, to
each beneficial owner identified by the Depositiorgxchange for its beneficial interest in-
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Global Securities, an equal aggregate principaliarnof Physical Securities of like tenor of autzed denominations.

(e) Any Physical Security delivered in exchangedoiinterest in a Global Security pursuant to paalg (b) or (c) of this Section 312 shall,
except as otherwise provided by paragraph (d) ofi@e313, bear the legend regarding transferiotisins applicable to the Physical
Securities set forth in Exhibit A.

(f) The Holder of any Global Security may grantyies and otherwise authorize any person, includiggnt Members and persons that may
hold interests through Agent Members, to take anipa which a Holder is entitled to take under timdenture or the Securities.

(9) In the event that a Global Security is exchahnige Physical Securities pursuant to this Sec8b prior to the consummation of a
Registered Exchange Offer or the effectiveness@fielf Registration Statement with respect to sSeturities, such Securities may be
exchanged only in accordance with such procedwaseasubstantially consistent with the provisiohSections 312 and 313 (including the
certification requirements set forth on the reveristhe Initial Securities intended to ensure thath transfers comply with Rule 144A,
Regulation S or such other applicable exemptiomfregistration under the Securities Act, as the cagy be) and such other procedures as
may from time to time be adopted by the Company.

SECTION 313. Special Transfer Provisions.

(a) Transfers to Non-QIB Institutional Accreditet/éstors. The following provisions shall apply wigspect to the registration of any
proposed transfer of a Security to any Institutigkecredited Investor which is not a QIB (excluditignsfers to non-U.S. persons):

(1) The Security Registrar shall register the tfansf any Security if (x) the requested transfenét prior to that date which is two years (or
such shorter period as may be prescribed by Ruléldinder the Securities Act or any successoripiav thereunder) after the later of the
original issue date of such Security (or of anyd@oessor Security) or three months after the gt which the Company or any Affiliate
of the Company was the owner of such Security grRredecessor Security or (y) st
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transfer is being made by a proposed transferorheisochecked the box provided for on the form @uBiy stating, or who has otherwise
advised the Company and the Security Registrarriting, that the transfer has been made to antinigthal "accredited investor" (as defined
in Rule 501(a)(1), (2), (3) or (7) under the SetdesiAct) and the proposed transferee has deliieréfte Security Registrar a certificate
containing certain representations and agreem#rgddrm of which certificate can be obtained frthra Trustee or the Company), provided
that no Initial Foreign Purchaser or any foreignghaser who has purchased Securities from anlIfitiseign Purchaser or from any person
other than a QIB or an Institutional Accrediteddstor pursuant to paragraph (b) below shall be ftewinto transfer any Securities so
purchased by it to an Institutional Accredited Istog pursuant to this paragraph (a) prior to the tizat is 40 days following the Issue Date.

(2) Subject to paragraph (1) above, if (i) the psgd transferee is an Agent Member, and the Sessurit be transferred consist of Physical
Securities which after transfer are to be evidermedn interest in the Institutional Accredited éstor Global Security, upon receipt by the
Security Registrar of instructions given in accor@awith the Depository's and the Security Registi@rocedures, the Security Registrar ¢
reflect on the Security Register the date and arease in the principal amount of the Institutiohatredited Investor Global Security in an
amount equal to the principal amount of the Phy$Seaurities to be transferred, and the Truste# shacel the Physical Securities so
transferred, and (ii) the proposed transferor i®\gant Member holding a beneficial interest in deRLA4A Global Security or a Regulation S
Global Security, upon receipt by the Security Regisf instructions given in accordance with thepDsitory's and the Security Registrar's
procedures, the Security Registrar shall refledt®books and records the date of such transi@Aha decrease in the principal amount of
such Rule 144A Global Security or Regulation S @ldkecurity, as the case may be, in an amount ¢ojtla¢ principal amount of the
beneficial interest in a Global Security to be $fanred, and (B) an increase in the principal amho@ian Institutional Accredited Investor
Global Security in an amount equal to the princgrabunt to be transferre
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(b) Transfers to Non-U.S. Persons. The followingvsions shall apply with respect to the registmatof any proposed transfer of a Security
to any non-U.S. person:

(1) The Security Registrar shall register the tiansf any Security if (x) the requested transéenat prior to that date which is two years (or
such shorter period as may be prescribed by Ruléldinder the Securities Act or any successoripiamv thereunder) after the later of the
original issue date of such Security (or of anyd@oessor Security) or three months after the gt which the Company or any Affiliate
of the Company was the owner of such Security grRiedecessor Security or

(y) such transfer is being made by a proposed feamrswho has checked the box provided for on tnenfof Security stating, or who has
otherwise advised the Company and the Securitys®agiin writing, that the transfer has been madside the U.S. in an offshore
transaction within the meaning of Regulation Sampliance with the exemption from registration unithe Securities Act provided by Rule
904 under the Securities Act, provided that, iftstransfer is being effected by an Initial ForeRurchaser or any foreign purchaser who has
purchased Securities from an Initial Foreign Pusehar from any person other than a QIB or antiigtinal Accredited Investor pursuant to
this paragraph

(b) prior to the date that is 40 days following thsue Date, the transferee shall have certifigiédCompany and the Trustee that such
transferee is a non-U.S. person (within the meaafrigegulation S) and that such transferee is aicguihe Securities in an offshore
transaction (within the meaning of Regulation S).

(2) Subject to paragraph (1) above, if (i) the psgd transferee is an Agent Member, and the Sessurit be transferred consist of Physical
Securities which after transfer are to be evidermedn interest in the Regulation S Global Secutipon receipt by the Security Registrar of
instructions given in accordance with the Depogitoand the Security Registrar's procedures, tharfg Registrar shall reflect on the
Security Register the date and an increase inriheipal amount of the Regulation S Global Securitgan amount equal to the principal
amount of the Physical Securities to be transferad the Trustee shall cancel the Physical Séesisb transferred, and (ii) the proposed
transferor is an Agent Member holding a beneficitdrest in &
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Rule 144A Global Security or an Institutional Aatited Investor Global Security, upon receipt by $eeurity Registrar of instructions given
in accordance with the Depository's and the SecRygistrar's procedures, the Security Registralt séflect on its books and records the
date of such transfer and (A) a decrease in tmeipial amount of such Rule 144A Global Securitynatitutional Accredited Investor Global
Security, as the case may be, in an amount equiaétprincipal amount to be transferred and (Binarease in the principal amount of a
Regulation S Global Security in an amount equah&oprincipal amount to be transferred.

(c) Transfers to QIBs. The following provisions klagply with respect to the registration of anpposed transfer of a Security to any QIB
(excluding transfers to non-U.S. persons):

(1) The Security Registrar shall register the tfansf any Security if () the requested transfendt prior to that date which is two years (or
such shorter period as may be prescribed by RulékLdinder the Securities Act or any successoripiamv thereunder) after the later of the
original issue date of such Security (or of anydeoessor Security) or three months after the gt which the Company or any Affiliate
of the Company was the owner of such Security grRredecessor Security or

(y) such transfer is being made by a proposedfeamswho has checked the box provided for on gmnfof Security stating, or who has
otherwise advised the Company and the Securitydiegiin writing, that the transfer has been madsimpliance with the exemption from
registration under the Securities Act provided uriRigle 144A to a transferee who has signed thédfication provided for on the form of
Security stating, or has otherwise advised the Gamp@and the Security Registrar in writing, thattstransferee represents and warrants t

is purchasing the Security for its own accountroaecount with respect to which it exercises smdestment discretion and that each of it and
any such account is a QIB within the meaning ofeRI#4A and is aware that the sale to it is beindama reliance on Rule 144A and
acknowledges that it has received such informatgarding the Company as it has requested pursu&itle 144A or has determined not to
request such information and that it is aware tihetransferor is relying upon the foregoing repréations in order t
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claim the exemption from registration provided hylé&R144A.

(2) Subject to paragraph (1) above, if (i) the psgd transferee is an Agent Member, and the Sessurit be transferred consist of Physical
Securities which after transfer are to be evidermedn interest in the Rule 144A Global Securityomi receipt by the Security Registrar of
instructions given in accordance with the Depogitoand the Security Registrar's procedures, thar@g Registrar shall reflect on the
Security Register the date and an increase inriheipal amount of the Rule 144A Global Securityaimamount equal to the principal amc
of the Physical Securities to be transferred, &edlrustee shall cancel the Physical Securitigsasisferred, and (ii) the proposed transfer:
an Agent Member holding a beneficial interest inrastitutional Accredited Investor Global Securitya Regulation S Global Security, upon
receipt by the Security Registrar of instructionseg in accordance with the Depository's and theufiy Registrar's procedures, the Security
Registrar shall reflect on its books and recorésdéite of such transfer and (A) a decrease inriheipal amount of such Institutional
Accredited Investor Global Security or RegulatioBbal Security, as the case may be, in an ameguml to the principal amount to be
transferred and (B) an increase in the principabamh of a Rule 144A Global Security in an amouniado the principal amount to be
transferred.

(d) Private Placement Legend. (1) Upon the registiaf transfer, exchange or replacement of Stesrithe Security Registrar shall deliver
only Securities that bear the Private Placemenehdginless (i) the transfer or exchange of InSeturities contemplated by paragraph (d
or (d)(3) below has occurred or (ii) (x) the circstances contemplated by clause (a)(1)(x),

(b)(2)(x) or (c)(1)(x) of this Section 313 existdafy) there is delivered to the Security Registiad the Trustee an Opinion of Counsel
reasonably satisfactory to the Company and thet@eus the effect that neither such legend norelaed restrictions on transfer are requ
in order to maintain compliance with the provisiafishe Securities Act.

(2) After a transfer of any Initial Securities chgithe period of the effectiveness of a Shelf Regfion Statement with respect to such Ini
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Securities, all requirements pertaining to legesrsuch Initial Security will cease to apply, teguirements requiring that any such Initial
Security be issued in global form will cease tolgpand an Initial Security in certificated or gldtform without legends will be available to
the transferee of the Holder of such Initial Seesiupon exchange of such transferring Holdertsficated Initial Security. Upon the
occurrence of any of the circumstances describ#isrparagraph, the Company will deliver an Offit€ertificate to the Trustee instructing
the Trustee to issue Securities without legends.

(3) Upon the consummation of a Registered Exch&fégr with respect to the Initial Securities punstio which certain Holders of such
Initial Securities are offered Exchange Securif@ber than Private Exchange Securities) in excbdagtheir Initial Securities, all
requirements pertaining to such Initial Securitlest Initial Securities be issued in global formlwease to apply, and certificated Initial
Securities with the Private Placement Legend vélblailable to Holders of such Initial Securitieattdo not exchange their Initial Securities,
and Exchange Securities in certificated or globaifwill be available to Holders that exchange sknifial Securities in such Registered
Exchange Offer. Upon the occurrence of any of thmumstances described in this paragraph, the Coywdl deliver an Officers' Certifica
to the Trustee instructing the Trustee to issuaitges without legends.

(4) Upon the consummation of a Private ExchangeQfith respect to the Initial Securities pursuanivhich Holders of such Initial
Securities are offered Private Exchange Secuiitiexchange for their Initial Securities, all reguments pertaining to such Initial Securities
that Initial Securities issued to certain Holdegsisgsued in global form will continue to apply, @idvate Exchange Securities in global form
will be available to Holders that exchange suchidhBecurities in such Private Exchange Offer.

(e) Other Transfers. If a Holder proposes to tranafSecurity pursuant to any exemption from tlgésteation requirements of the Securities
Act other than as provided for by Sections 313&B(b) and 313(c) and other than pursuant to Se&ia(d)(4), the Security Registrar shall
only register such transfer or exchange if suahstieror delivers to the Security Registrar andTthestee at
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Opinion of Counsel satisfactory to the Company @wedSecurity Registrar that such transfer is ingiéance with the Securities Act and the
terms of this Indenture.

(f) General. By its acceptance of any Security ingathe Private Placement Legend, each Holder df suSecurity acknowledges the
restrictions on transfer of such Security set fantthis Indenture and in the Private Placementelnelgand agrees that it will transfer such
Security only as provided in this Indenture.

The Security Registrar shall retain copies ofetlidrs, notices and other written communicatioogiked pursuant to Section 312 or this
Section 313 for a period of two years, during whiame such letters, notices and other written comigations shall at the written request of
the Company be delivered to the Company. Aftelimatg any such copies of letters, notices and otiréten communications for a period of
at least two years, all such copies may be deddrbyahe Trustee. The Company shall have the t@htspect and make copies of all such
letters, notices or other written communicationarat reasonable time upon the giving of reasonatide written notice to the Security
Registrar.

ARTICLE FOUR
SATISFACTION AND DISCHARGE
SECTION 401. Satisfaction and Discharge of Indemntur

This Indenture shall cease to be of further effeabject to Section 1206 and except as to survikigiys of registration of transfer, transfer,
exchange and replacement of Securities expressiydad for herein or pursuant hereto) and the Beysat the expense of the Company, ¢
execute proper instruments acknowledging satigfactind discharge of this Indenture when

(1) either
(a) all Outstanding Securities have been delivewdtie Trustee for cancellation; or
(b) all such Securities not theretofore deliverethie Trustee for cancellation

(i) have become due and payable
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(i) will become due and payable within one year, o

(iii) are to be called for redemption within oneayeinder irrevocable arrangements satisfactorggditustee in its sole discretion for the
giving of notice of redemption by the Trustee ie titame and at the expense of the Company,

and the Company, in the case of (i), (ii) or @bove, has irrevocably deposited or caused to pesited with the Trustee funds in an amount
sufficient to pay and discharge the entire indefésd on the Securities not theretofore delivereétigdrustee for cancellation, for principa
(and premium, if any, on), and interest on, theusiies to Maturity or the Redemption Date, as¢hse may be;

(2) the Company has paid or caused to be paidfalsums payable by the Company hereunder; and

(3) the Company has delivered to the Trustee ait@§ Certificate and an Opinion of Counsel, estaling that all conditions precedent
herein provided for relating to the satisfactionl aischarge of this Indenture have been complieh. wi

Notwithstanding the satisfaction and dischargehisf indenture, the obligations under Sections 6@V &09 and, if money shall have be
deposited with the Trustee pursuant to clause Ybf(this Section 401, the obligations of the Tegstinder Section 402 and the last paragraph
of Section 1003 shall survive.

SECTION 402. Application of Trust Money.

Subject to the provisions of the last paragrap8eaftion 1003, all money deposited with the Truptasuant to Section 401 shall be held in
trust and applied by it, in accordance with thevigions of the Securities and this Indenture, ®ghyment, either directly or through any
Paying Agent (including the Company acting asits &aying Agent) as the Trustee may determinéhgd?ersons entitled thereto, of the
principal (and premium, if any) and interest foragk payment such money has been deposited wiffrtiséee; but such money need not be
segregated from other funds except to the exteptired by law
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ARTICLE FIVE
REMEDIES
SECTION 501. Events of Default.

"Event of Default", wherever used herein, meansareg of the following events (whatever the reagwrstich Event of Default and whethe
shall be voluntary or involuntary or be effecteddperation of law or pursuant to any judgment, dear order of any court or any order, rule
or regulation of any administrative or governmeiiadly):

(1) failure to pay principal of (or premium, if angn) any Security when due; or
(2) failure to pay any interest on any Security whkee, continued for 30 days; or

(3) default in the payment of principal of (andiem, if any) and interest on Securities requiretie¢ purchased pursuant to an Offer to
Purchase pursuant to Section 1009 when due andbleaya

(4) failure to perform or comply with the provis®pnf Section 801, 803 or 1016; or

(5) failure to perform any covenant or agreemernthefCompany or any Guarantor in this Indenturm @ny Security (other than a covenai
default in whose performance is elsewhere in thigtiSn specifically dealt with) continued for 60ydafter written notice to the Company by
the Trustee or Holders of at least 25% in aggregateipal amount of the Outstanding Securitiesiclwimotice shall specify the default and
state that such notice is a "Notice of Default"cherder; or

(6) default under the terms of any instrument ev@ileg or securing Debt of the Company or any Retsti Subsidiary having an outstanding
principal amount of not less than $25,000,000fdteign currency equivalent at the time whichadéfresults in the acceleration of the
payment of such indebtedness or constitutes thedaio pay such indebtedness when due (after &iquir of any applicable grace period);
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(7) the rendering of a judgment or judgments agaimessCompany or any Restricted Subsidiary in agregate amount in excess of
$25,000,000 or its foreign currency equivalentattime and shall not be waived, satisfied or disgéd for any period of 45 consecutive ¢
during which a stay of enforcement shall not beffect; or

(8) any Restricted Subsidiary Guarantee ceases it foll force and effect (other than in accordamgth the terms of such Restricted
Subsidiary Guarantee) or any Guarantor deniessaiffitims its obligations under its Restricted Sdlzsly Guarantee; or

(9) the entry of a decree or order by a court hgyimisdiction in the premises adjudging the Companany Significant Subsidiary a
bankrupt or insolvent, or approving as properlgdih petition seeking reorganization, arrangenastjistment or composition of or in respect
of the Company or any Significant Subsidiary urttier Federal Bankruptcy Code or any other applictdaleral, state or foreign law, or
appointing a receiver, liquidator, assignee, teisteistodian or sequestrator (or other similacif) of the Company or any Significant
Subsidiary or of any substantial part of its Proygesr ordering the winding up or liquidation of iffairs, and the continuance of any such
decree or order unstayed and in effect for a pesfd@@D consecutive days; or

(10) the institution by the Company or any Sigrafit Subsidiary of proceedings to be adjudicatedrkiupt or insolvent, or the consent by it
to the institution of bankruptcy or insolvency peedings against it, or the filing by it of a pefitior answer or consent seeking reorganization
or relief under the Federal Bankruptcy Code or attner applicable federal, state or foreign lawther consent by it to the filing of any such
petition or to the appointment of a receiver, laator, assignee, trustee, custodian or seques(oatother similar official) of the Company or
any Significant Subsidiary or of any substantiat jpé its Property, or the making by it of an assigent for the benefit of creditors, or the
admission by it in writing of its inability to pdts debts generally as they become ¢
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SECTION 502. Acceleration of Maturity; Rescissiordannulment.
If an Event of Default (other than an Event of Reéfspecified in Section 501(9) or 501(10) withpest to the Company) shall occur and be
continuing, the Trustee or the Holders of not kass 25% in aggregate principal amount of the @Gutding Securities may declare the
principal amount of all the Securities to be dud payable immediately, by a notice in writing te ompany (and to the Trustee if given by
Holders), and upon any such declaration such péa@mount shall become immediately due and pay#tda Event of Default specified in

Section 501(9) or 501(10) occurs with respect &oGompany, the principal amount of all the Seasighall ipso facto become immediately
due and payable without any declaration or othepadhe part of the Trustee or any Holder.

At any time after a declaration of acceleration basn made and before a judgment or decree for gratyofi the money due has been obta
by the Trustee as hereinafter provided in thisodetFive, the Holders of a majority in aggregategipal amount of the Outstanding
Securities, by written notice to the Company areTlustee, may rescind and annul such declaratidrite.consequences if

(1) the Company has paid or deposited with thet€ria sum sufficient to pay
(A) all overdue interest on all Outstanding Se@esit

(B) all unpaid principal of (and premium, if anyj)aany Outstanding Securities which has becomeothgrwise than by such declaration of
acceleration, and interest on such unpaid principtie rate borne by the Securities,

(C) to the extent that payment of such interelhigul, interest on overdue interest at the ratmbdy the Securities, and

(D) all sums paid or advanced by the Trustee heleuand the reasonable compensation, expensegrshstents and advances of the
Trustee, its agents and counsel; and

(2) all Events of Default, other than the nonpayhwgramounts of principal of (or premium,
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any, on) Securities which have become due solelyulo} declaration of acceleration, have been corredhived as provided in Section 513.
No such rescission shall affect any subsequentuttefaimpair any right consequent there
SECTION 503. Collection of Indebtedness and Swit&hforcement bifrustee.
The Company covenants that if
(a) default is made in the payment of any inteoesany Security when due, continued for 30 days, or
(b) default is made in the payment of the princigfalor premium, if any, on) any Security when due,

the Company will, upon demand of the Trustee, pay¢ Trustee for the benefit of the Holders ofrs8ecurities the whole amount then due
and payable on such Securities for principal (aranum, if any) and interest, and interest on avgrdue principal (and premium, if any)
and, to the extent that payment of such interegit b legally enforceable, upon any overdue ifrseht of interest, at the rate borne by the
Securities, and, in addition thereto, such furdmaount as shall be sufficient to cover the costseaqpenses of collection, including the
reasonable compensation, expenses, disbursemehéslaances of the Trustee, its agents and counsel.

If the Company fails to pay such amounts forthwigion such demand, the Trustee, in its own nameusieé of an express trust, may insti
a judicial proceeding for the collection of the suso due and unpaid, may prosecute such proceedjandgment or final decree and may
enforce the same against the Company or any otiigroo upon the Securities and collect the moneijadged or decreed to be payable in
manner provided by law out of the property of th@r®any or any other obligor upon the Securitiesneber situated.

If an Event of Default occurs and is continuingg frrustee may in its discretion proceed to pradect enforce its rights and the rights of the
Holders by such appropriate judicial proceedingthaslrustee shall deem most effectual to protedtemforce any such rights, whether for
the specific enforcement of any covenant or agreeine
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this Indenture or in aid of the exercise of any pogranted herein, or to enforce any other properedy.
SECTION 504. Trustee May File Proofs of Claim.

In case of the pendency of any receivership, irsady, liquidation, bankruptcy, reorganization, agament, adjustment, composition or o
judicial proceeding relative to the Company or attyer obligor upon the Securities or the Propefthhe Company or of such other obligor
their creditors, the Trustee (irrespective of wieetie principal of the Securities shall then be dod payable as herein expressed or by
declaration or otherwise and irrespective of whethe Trustee shall have made any demand on the@uwyrfor the payment of overdue
principal, premium, if any, or interest) shall bgited and empowered, by intervention in such peating or otherwise,

(i) to file and prove a claim for the whole amoofhprincipal (and premium, if any) and interest ogiand unpaid in respect of the Securities
and to file such other papers or documents as rmayebessary or advisable in order to have the slairthe Trustee (including any claim for
the reasonable compensation, expenses, disbursear@hadvances of the Trustee and its agents ams$&lp and of the Holders allowed in
such judicial proceeding, and

(i) to collect and receive any moneys or othememty payable or deliverable on any such claimstardistribute the same;

and any custodian, receiver, assignee, trustagdéitpr or sequestrator (or other similar official)any such judicial proceeding is hereby
authorized by each Holder to make such paymertteetdrustee and, in the event that the Trusted shiasent to the making of such
payments directly to the Holders, to pay the Treistey amount due it for the reasonable compensatiqrenses, disbursements and advance:
of the Trustee and its agents and counsel, andiwey amounts due the Trustee under Section 607.

Nothing herein contained shall be deemed to autldhie Trustee to authorize or consent to or acegdopt on behalf of any Holder a
plan of reorganization, arrangement, adjustmegbarposition affecting the Securities or the rightany Holder thereof, or to authorize the
Trustee to vote in respect of the claim of any teolith any such proceedin
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SECTION 505. Trustee May Enforce Claims Without$gssion of Securities.

All rights of action and claims under this Indertur the Securities may be prosecuted and enfdrgéide Trustee without the possession of
any of the Securities or the production thereddrig proceeding relating thereto, and any such pding instituted by the Trustee shall be
brought in its own name and as trustee of an eggrast, and any recovery of judgment shall, gitevision for the payment of the
reasonable compensation, expenses, disbursemehéslaances of the Trustee and its agents and dobeser the ratable benefit of the
Holders of the Securities in respect of which sjuclyment has been recovered.

SECTION 506. Application of Money Collected.

Any money collected by the Trustee pursuant toAliicle Five shall be applied in the following @nd at the date or dates fixed by the
Trustee and, in case of the distribution of sucmeyoon account of principal (or premium, if any)imierest, upon presentation of the
Securities and the notation thereon of the payrifiemly partially paid and upon surrender therddtilly paid:

FIRST: To the payment of all amounts due the Teisteder Section 607;

SECOND: To the payment of the amounts then dueuapdid for principal of (and premium, if any) amderest on the Securities in respect
of which or for the benefit of which such money bagn collected, ratably, without preference oonitsi of any kind, according to the
amounts due and payable on such Securities focipeih(and premium, if any) and interest, respetyivand

THIRD: The balance, if any, to the Person or Pessmntitled thereto.
SECTION 507. Limitation on Suits.

No Holder of any Securities shall have any righinttitute any proceeding with respect to this hitdee or for any other remedy hereunt
unless

(1) such Holder shall have previously given toThestee written notice of a continuing Event of &df;
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(2) the Holders of not less than 25% in aggregdteipal amount of the Outstanding Securities shaite made written request and offered
reasonable indemnity to the Trustee to instituthqaroceeding as trustee; and

(3) the Trustee shall not have received from thilels of a majority in aggregate principal amounthe Outstanding Securities a direction
inconsistent with such request and shall havedadenstitute such proceeding within 60 days;

it being understood and intended that no one oerktmiders shall have any right in any manner wleatspby virtue of, or by availing of, a
provision of this Indenture to affect, disturb eejudice the rights of any other Holders, or toadbr to seek to obtain priority or preference
over any other Holders or to enforce any right unidis Indenture, except in the manner herein plediand for the equal and ratable benefit
of all the Holders.

SECTION 508. Unconditional Right of Holders to RieeePrincipal, Premium and Interest.

Notwithstanding any other provision in this Indeetuncluding Section 507, the Holder of any Sagwhall have the right, which is absoli
and unconditional, to receive payment as provideéih (including, if applicable, Article Twelve) @in such Security of the principal of (¢
premium, if any) and (subject to Section 307) iestion such Security on the respective Stated Magiexpressed in such Security (or, in
case of redemption, on the Redemption Date) aivtstitute suit for the enforcement of any such pagtnand such rights shall not be
impaired without the consent of such Holder.

SECTION 509. Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted anycpealing to enforce any right or remedy under thitehture and such proceeding has been
discontinued or abandoned for any reason, or hais etermined adversely to the Trustee or to swattidd, then and in every such case,
subject to any determination in such proceeding Gbmpany, the Trustee and the Holders shall herszsseverally and respectively to their
former positions hereunder and thereafter all sgintd remedies of the Trustee and the Holders ahiatinue as though no such proceeding
had been institute
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SECTION 510. Rights and Remedies Cumulative.

Except as otherwise provided with respect to tipbareement or payment of mutilated, destroyed,dostolen Securities in the last paragraph
of Section 306, no right or remedy herein confeupdn or reserved to the Trustee or to the Holdergended to be exclusive of any other
right or remedy, and every right and remedy shalthe extent permitted by law, be cumulative andddition to every other right and rem
given hereunder or now or hereafter existing atdaw equity or otherwise. The assertion or empliewt of any right or remedy hereunde
otherwise, shall not prevent the concurrent agsedr employment of any other appropriate rightesnedy.

SECTION 511. Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holafeany Security to exercise any right or remedgraing upon any Event of Default sh
impair any such right or remedy or constitute awsaopf any such Event of Default or an acquiescéneeein. Every right and remedy given
by this Article Five or by law to the Trustee orthee Holders may be exercised from time to time, amoften as may be deemed expedier
the Trustee or by the Holders, as the case may be.

SECTION 512. Control by Holders.

The Holders of a majority in aggregate principabamt of the Outstanding Securities shall have ijie to direct the time, method and place
of conducting any proceeding for any remedy avéglad the Trustee or exercising any trust or poegerferred on the Trustee; provided that

(1) such direction shall not be in conflict withyamule of law or with this Indenture,
(2) the Trustee may take any other action deemeplepiby the Trustee that is not inconsistent witthsdirection, and

(3) the Trustee need not take any action which miglolve it in personal liability or be unjustlygjudicial to the Holders not consenti
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SECTION 513. Waiver of Past Defaults.

The Holders of not less than a majority in printigaount of the Outstanding Securities may, on befidhe Holders of all the Securities,
waive any past Default hereunder and its conse@serxcept a Default

(1) in the payment of the principal of (or premiufrany) or interest on any Security, or

(2) in respect of a covenant or provision hereoicilunder Article Nine cannot be modified or amahdéthout the consent of the Holder of
each Outstanding Security affected.

The Company shall deliver to the Trustee an Offic€ertificate stating that the requisite majohigve consented to such waiver and attac
such consents upon which, subject to Section h@4Ttustee may conclusively rely. Upon any suchveraisuch default shall cease to exist,
and any Event of Default arising therefrom shalblkeemed to have been cured, for every purposesfritienture; but no such waiver shall
extend to any subsequent or other default or Eekebefault or impair any right consequent thereon.

SECTION 514. Waiver of Stay or Extension Laws.

The Company covenants (to the extent that it mafully do so) that it shall not at any time insigton, or plead, or in any manner
whatsoever claim or take the benefit or advantdgeny stay or extension law wherever enacted, ooat any time hereafter in force, which
may affect the covenants or the performance ofitidenture; and the Company (to the extent thatiy lawfully do so) hereby expressly
waives all benefit or advantage of any such law@nanants that it shall not hinder, delay or img#te execution of any power herein
granted to the Trustee, but shall suffer and peitmitexecution of every such power as though nb kBw had been enacte
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ARTICLE SIX
THE TRUSTEE
SECTION 601. Certain Duties and Responsibilities.
(a) Except during the continuance of an Event dbDk,

(1) the Trustee undertakes to perform such dutidsoaly such duties as are specifically set fantthis Indenture, and no implied covenants
or obligations shall be read into this Indenturaiasgt the Trustee; and

(2) in the absence of bad faith on its part, thesT@e may conclusively rely, as to the truth ofdtatements and the correctness of the opit
expressed therein, upon certificates or opinionsished to the Trustee and conforming to the regoénts of this Indenture; but, in the case
of any such certificates or opinions which by angvision hereof are specifically required to benfahed to the Trustee, the Trustee shall be
under a duty to examine the same to determine whethnot they conform to the requirements of thenture.

(b) In case an Event of Default has occurred amdiginuing, the Trustee shall exercise such ofitfies and powers vested in it by this
Indenture, and use the same degree of care ahihskikir exercise, as a prudent person would@seror use under the circumstances in the
conduct of such person's own affairs.

(c) No provision of this Indenture shall be constiuo relieve the Trustee from liability for its owegligent action, its own negligent failure
to act or its own willful misconduct, except that

(1) this paragraph (c) shall not be construedntit lihe effect of paragraph (a) of this Section;601

(2) the Trustee shall not be liable for any erfjudgment made in good faith by a Responsibled@ffiunless it shall be proved that the
Trustee was negligent in ascertaining the pertifemts;

(3) the Trustee shall not be liable with respecrg action taken or omitted to be taken by itaodjfaith in accordance with the direction of
the
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Holders of a majority in principal amount of thet€anding Securities relating to the time, method place of conducting any proceeding
any remedy available to the Trustee, or exerciamgtrust or power conferred upon the Trustee, utide Indenture; and

(4) no provision of this Indenture shall require ffirustee to expend or risk its own funds or otlieincur any financial liability in the
performance of any of its duties hereunder, ohaéxercise of any of its rights or powers, ithak have reasonable grounds for believing
repayment of such funds or indemnity reasonablgfsatory to it against such risk or liability istreasonably assured to it.

(d) Whether or not therein expressly so providedy provision of this Indenture relating to thendact or affecting the liability of or
affording protection to the Trustee shall be subjethe provisions of this Section 601.

SECTION 602. Notice of Default.

If a Default occurs and is continuing, the Trustkell transmit, in the manner and to the extentigem in TIA Section 313(c), notice of such
Default within 60 days after it is known to any Ressible Officer of the Trustee or written notiddtas received by the Trustee; provided,
however, that, except in the case of a Defaulhénpgayment of the principal of (or premium, if amy)interest on any Security, the Trustee
shall be protected in withholding such notice ifl@wo long as the board of directors, the executivemittee, a trust committee of directors or
Responsible Officers of the Trustee in good faikedmines that the withholding of such notice ithia interest of the Holders.

The Trustee is not required to take notice or dectodave notice of any Event of Default with respe the Securities, except an Event of
Default under Section 501(1), (2), (3) or (4) hérgoovided that in the case of

Section 501(4), such Event of Default constitutéailare to purchase Securities pursuant to anr@éféurchase pursuant to Section 1016),
unless the Trustee shall have received writtercadt its Corporate Trust Office (which notice sheflerence the Securities, the Company
the Indenture) of such Event of Default from then@any or an
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Holder or unless a Responsible Officer of the Teasthall otherwise have knowledge thereof.
SECTION 603. Certain Rights of Trustee.
Subject to Section 601 and to the provisions of Bkctions 315(a) through 315(d):

(1) the Trustee may conclusively rely and shalfully protected in acting or refraining from actimgon any resolution, certificate, statement,
instrument, opinion, report, notice, request, dicet consent, order, bond, debenture, note, ahiglence of indebtedness or other paper or
document believed by it to be genuine and to haenlsigned or presented by the proper party oiepart

(2) any request or direction of the Company memtibherein shall be sufficiently evidenced by a CanypRequest or Company Order and
any resolution of the Board of Directors may bdisighntly evidenced by a Board Resolution;

(3) whenever in the administration of this Indeptthe Trustee shall deem it desirable that a maétgroved or established prior to taking,
suffering or omitting any action hereunder, thestee (unless other evidence be herein specifipaigcribed) may, in the absence of bad
faith on its part, receive and rely upon an Off&t&ertificate;

(4) the Trustee may consult with counsel and them advice of such counsel or any Opinion of Galrshall be full and complete
authorization and protection in respect of anyaactaken, suffered or omitted by it hereunder indytaith and in reliance thereon;

(5) the Trustee may act through counsel, agenstpdians and nominees and shall not be resporfsibike misconduct or negligence of any
such person appointed and supervised with duearatén good faith;

(6) the Trustee shall be under no obligation ta@se any of the rights or powers vested in ithig tndenture at the request or direction of
any of the Holders pursuant to this Indenture, smich Holders shall have offered to the Trustearity or indemnity reasonably
satisfactory to it against tt
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costs, expenses and liabilities which might beiiremliby it in compliance with such request or dimt

(7) the Trustee shall not be bound to make anysitgation into the facts or matters stated in @asplution, certificate, statement, instrument,
opinion, report, notice, request, direction, comserder, bond, debenture, note, other evidendedafbtedness or other paper or document
the Trustee, in its discretion, may make such &rrthquiry or investigation into such facts or reedtas it may see fit, and, if the Trustee shall
determine to make such further inquiry or invedtaga it shall be entitled to examine the booksprels and premises of the Company,
personally or by agent or attorney; and

(8) the Trustee shall not be liable for any actaken, suffered or omitted by it in good faith dedieved by it to be authorized or within the
discretion or rights or powers conferred upon ithig Indenture.

SECTION 604. Trustee Not Responsible for Recitallssuance oSecurities.

The recitals contained herein and in the Secuyitirsept for the Trustee's certificates of authatiton, shall be taken as the statements of the
Company, and the Trustee assumes no responsibilitiieir correctness. The Trustee makes no reptatens as to the validity or

sufficiency of this Indenture or of the Securitiescept that the Trustee represents that it is dutfiorized to execute and deliver this
Indenture, authenticate the Securities and perfterimbligations hereunder. The Trustee shall nadmountable for the use or application by
the Company of Securities or the proceeds thereof.

SECTION 605. May Hold Securities.

The Trustee, any Paying Agent, any Security Regjistr any other agent of the Company or of the fBeydn its individual or any other
capacity, may become the owner or pledgee of Seeudnd, subject to TIA Sections 310(b) and 314y wtherwise deal with the Company
with the same rights it would have if it were nou3tee, Paying Agent, Security Registrar or sublermagent
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SECTION 606. Money Held in Trust.

Money held by the Trustee in trust hereunder netda segregated from other funds except to thenéxéquired by law. The Trustee shall
be under no liability for interest on any moneyeiged by it hereunder except as otherwise agretdtive Company.

SECTION 607. Compensation and Reimbursement.
The Company agrees:

(1) to pay to the Trustee from time to time readdm@ompensation for all services rendered byr¢tmeder (which compensation shall not be
limited by any provision of law in regard to thengoensation of a trustee of an express trust);

(2) except as otherwise expressly provided heteirgimburse the Trustee upon its request forealsonable expenses, disbursements and
advances incurred or made by the Trustee in aconoedaith any provision of this Indenture (includitig reasonable compensation and the
expenses and disbursements of its agents and ¢dpumneept any such expense, disbursement or advasmay be attributable to the
Trustee's negligence, willful misconduct or badhfaand

(3) to indemnify the Trustee and its directorsjagffs, employees and agents for, and to hold trenmless against, any loss, liability or
expense incurred without negligence, willful misdaat or bad faith on the part of any of them, agsdut of or in connection with the
acceptance or administration of this trust, inalgdihe costs and expenses of defending itselfamselves against any claim or liability in
connection with the exercise or performance of @hnys or their powers or duties hereunder.

The obligations of the Company under this Section ® compensate the Trustee, to pay or reimbhes@&itustee for expenses, disbursem
and advances and to indemnify and hold harmles$ringtee shall constitute additional indebtednessimder. As security for the
performance of such obligations of the Company,Tthestee shall have a claim prior to the Securitigsn all property and funds held or
collected by the Trustee as such, except funds
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in trust for the payment of principal of (and premi, if any, on) or interest on particular Secusitie

When the Trustee incurs expenses or renders seiviaonnection with an Event of Default specifieection 501(9) or (10), the expenses
(including the reasonable charges and expensés afunsel) of and the compensation for such ses\ace intended to constitute expenses of
administration under any applicable federal, statoreign bankruptcy, insolvency or other simikawv.

The provisions of this Section 607 shall survive tirmination of this Indenture or the earlier gesition or removal of the Trustee.
SECTION 608. Corporate Trustee Required; Eligigil€onflicting Interests.

(a) There shall be at all times a Trustee hereuwtiazh shall be subject to and comply with the [smns of Section 310(a)(1) of the Trust
Indenture Act and shall have a combined capitalsamglus of at least $50,000,000. If such Persditighes reports of condition at least
annually, pursuant to law or to the requirementfedéral, state, territorial or District of Coluralsupervising or examining authority, then,
for the purposes of this Section 608, the combasgaital and surplus of such Person shall be deg¢mled its combined capital and surplus as
set forth in its most recent report of conditionpslished. If at any time a Responsible Officethaf Trustee shall have actual knowledge
the Trustee ceases to be eligible in accordandethdt provisions of this Section 608, it shall ggsimmediately in the manner and with the
effect hereinafter specified in this Article Six.

(b) The Trustee shall be subject to and comply Bitletion 310(b) of the Trust Indenture Act.
SECTION 609. Resignation and Removal; Appointméi8uccessor.

(&) No resignation or removal of the Trustee an@moointment of a successor Trustee pursuantgdittiicle Six shall become effective until
the acceptance of appointment by the successoteErusaccordance with the applicable requiremeh&ection 610.

(b) The Trustee may resign at any time by givingtem notice thereof to the Company. If the insteunof
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acceptance by a successor Trustee required bynégtid shall not have been delivered to the Trustden 30 days after the giving of such
notice of resignation, the resigning Trustee matitipa any court of competent jurisdiction for tappointment of a successor Trustee.

(c) The Trustee may be removed at any time by Att@Holders of not less than a majority in aggitegorincipal amount of the Outstanding
Securities, delivered to the Trustee and to the zom.

(d) If at any time:

(1) the Trustee shall fail to comply with the prgiens of TIA
Section 310(b) after written request therefor iy @ompany or by any Holder who has been a bonaHfadéer of a Security for at least six
months, or

(2) the Trustee shall cease to be eligible undeti@e608(a) and shall fail to resign after writt@guest therefor by the Company or by any
Holder who has been a bona fide Holder of a Sectoitat least six months, or

(3) the Trustee shall become incapable of actimhall be adjudged a bankrupt or insolvent or aiwet of the Trustee or of its property shall
be appointed or any public officer shall take cleang control of the Trustee or of its property fia@s for the purpose of rehabilitation,
conservation or liquidation,

then, in any such case, (i) the Company, by a BBa&gblution, may remove the Trustee or (ii) subjedtlA Section 315(e), any Holder who
has been a bona fide Holder of a Security foragtlsix months may, on behalf of himself and dikeo$ similarly situated, petition any court
of competent jurisdiction for the removal of thai3tee and the appointment of a successor Trustee.

(e) If the Trustee shall resign, be removed or becmcapable of acting, or if a vacancy shall odauhe office of Trustee for any cause, the
Company, by a Board Resolution, shall promptly apip@ successor Trustee. If the Company does mohpily appoint a successor Trustee
after such resignation, removal or incapabilityther occurrence of such vacancy, a successor €raktdl be appointed by Act of the Holders
of a majority in aggregate principal amount of @tstanding Securities delivered



76

the Company and the retiring Trustee. In eitheect®e successor Trustee so appointed shall, fahthuypon its acceptance of such
appointment, become the successor Trustee andsedleethe successor Trustee appointed by the Comipaaysuccessor Trustee shall have
been so appointed by the Company or the Holdersaeoepted appointment in the manner hereinaftesigied, any Holder who has been a
bona fide Holder of a Security for at least six tmsrmay, on behalf of himself and all others siryjlaituated, petition any court of
competent jurisdiction for the appointment of acassor Trustee.

() The Company shall give notice of each resigmatind each removal of the Trustee and each appemtof a successor Trustee to the
Holders of Securities in the manner provided foBéttion 106. Each notice shall include the nanteetuccessor Trustee and the address o
its Corporate Trust Office.

(9) The retiring Trustee shall not be liable foy ari the acts or omissions of any successor Trugppeinted hereunder.
SECTION 610. Acceptance of Appointment by Successor

Every successor Trustee appointed hereunder stelite, acknowledge and deliver to the Companytattide retiring Trustee an instrument
accepting such appointment, and thereupon thenatsign or removal of the retiring Trustee shalldree effective and such successor
Trustee, without any further act, deed or convegarhall become vested with all the rights, powteusts and duties of the retiring Trustee;
but, on request of the Company or the successatdeusuch retiring Trustee shall, upon paymeitsaharges, execute and deliver an
instrument transferring to such successor Trudtébearights, powers and trusts of the retiringi§tee and shall duly assign, transfer and
deliver to such successor Trustee all propertyraadey held by such retiring Trustee hereunder. Upqunest of any such successor Trustee,
the Company shall execute any and all instrumenmtmbre fully and certainly vesting in and confingito such successor Trustee all such
rights, powers and trusts.

No successor Trustee shall accept its appointm@ass at the time of such acceptance such successiee shall be qualified and eligil
under this Article Six
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SECTION 611. Merger, Conversion, Consolidation occssion to Business.

Any Person into which the Trustee may be mergezboverted or with which it may be consolidatedany Person resulting from any
merger, conversion or consolidation to which thestee shall be a party, or any Person succeedialtjdo substantially all of the corporate
trust business of the Trustee, shall be the suoce$she Trustee hereunder; provided that suckdPeshall be otherwise qualified and elig
under this Article Six, without the execution dirfg of any paper or any further act on the parawy of the parties hereto. In case any
Securities shall have been authenticated, butelotedted, by the Trustee then in office, any suseedy merger, conversion, consolidation or
transfer of assets to such authenticating Trustgeadopt such authentication and deliver the Seesiso authenticated with the same effect
as if such successor Trustee had itself autheaticaich Securities. In case at that time any oStwurities shall not have been authenticated,
any successor Trustee may authenticate such Sesuwither in the name of any predecessor hereumderthe name of the successor
Trustee. In all such cases such certificates slaai the full force and effect which this Indentprevides that the certificate of authentication
of the Trustee shall have; provided, however, thatight to adopt the certificate of authenticataf any predecessor Trustee or to
authenticate Securities in the name of any predecd3ustee shall apply only to its successor ocassors by merger, conversion,
consolidation or transfer of assets.

ARTICLE SEVEN
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION 701. Disclosure of Names and Addressesotdéts.

Every Holder of Securities, by receiving and holpihe same, agrees with the Company and the Trtisieeone of the Company or the
Trustee or any agent of either of them shall bd hetountable by reason of the disclosure of anl sfformation as to the names and
addresses of the Holders in accordance with TIAi&®812, regardless of the source from which sofdrmation was derived, and that the
Trustee shall not be held accountable by reasomailing any material pursuant to a request madeumthA Section 312(b)



78

SECTION 702. Reports by Trustee.

Within 60 days after May 15 of each year commenwiith the first May 15 after the first issuanceS#curities, the Trustee shall transmit to
the Holders, in the manner and to the extent pexlid TIA Section 313(c), a brief report dated Bisuxh May 15 if required by TIA Section
313(a).

A copy of each such report at the time of its mgilio Holders shall be filed with the Commissioml éme principal national securities
exchange (if any) on which the Securities arediste

The Company shall notify a Responsible Officertaf Trustee if the Securities become listed on atipmnal securities exchange or of any
delisting thereof.

SECTION 703. Reports by Company.

The Company shall file with the Trustee and delieethe Holders of Securities the reports and aitifermation required to be provided by it
pursuant to Section 1007.

ARTICLE EIGHT
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEAS E
SECTION 801. Company May Consolidate, etc., OnlyCentain Terms.

The Company shall not, in a single transaction serées of related transactions, (i) consolidati wr merge into any other Person or Persons
or permit any other Person to consolidate with erga into the Company or (ii) directly or indirggttransfer, sell, lease, convey or otherwise
dispose of all or substantially all its assetsrtg ather Person or Persons, unless:

(1) in a transaction in which the Company is netshrviving Person or in which the Company trarssfeells, leases, conveys or otherwise
disposes of all or substantially all of its asgetany other Person, the resulting, surviving ansferee Person (the "successor entity") is
organized under the laws of the United States oéAca or any State thereof or the District of Cdbianand shall expressly assume, by a
supplemental indenture executed and deliveredet
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Trustee in form satisfactory to the Trustee, alih&f Company's obligations under this Indenture;

(2) immediately before and after giving effect tls transaction and treating any Debt which becamesbligation of the Company (or the
successor entity) or a Restricted Subsidiary &saltrof such transaction as having been Incuryettidd Company or such Restricted
Subsidiary at the time of the transaction, no DéfauEvent of Default shall have occurred and betinuing;

(3) immediately after giving effect to such trartsar, the Consolidated Net Worth of the Companytlersuccessor entity) is equal to or
greater than that of the Company immediately gndhe transaction;

(4) immediately after giving effect to such trartsat and treating any Debt which becomes an ohbgatf the Company (or the successor
entity) or a Restricted Subsidiary as a resultuchstransaction as having been Incurred by the @ompr such Restricted Subsidiary at the
time of the transaction, the Company (or the susmmesntity) could Incur at least $1.00 of additioDabt pursuant to the provisions of
paragraph

(a) of Section 1010;

(5) if, as a result of any such transaction, Prigpeirthe Company (or the successor entity) or Ragtricted Subsidiary would become subject
to a Lien prohibited by the provisions of Sectidii4, the Company (or the successor entity) shak Isacured the Securities as required by
said covenant;

(6) in the case of a transfer, sale, lease, comaeyar other disposition of all or substantiallyadlthe assets of the Company, such assets
have been transferred as an entirety or virtualgraentirety to one Person and such Person shadldomplied with all the provisions of this
paragraph; and

(7) the Company has delivered to the Trustee ait@$§ Certificate and an Opinion of Counsel, dadiorm and substance reasonably
satisfactory to the Trustee, stating that such @latetion, merger, transfer, sale, lease, conveyamother disposition and, if a supplemental
indenture is required in connection with such teation, such supplemental indenture, complies thih Article and that al
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conditions precedent herein provided for relatmguch transaction have been complied with, antth r@spect to such Officers' Certificate,
setting forth the manner of determination of then@sidated Net Worth, in accordance with clauseof3his Section 801, of the Company or,
if applicable, of the successor entity as requpesuant to the foregoing.

SECTION 802. Successor Company Substituted.

Upon any consolidation of the Company with or mexfehe Company with or into any other Personmy @ansfer, sale, lease, conveyance
or other disposition of all or substantially alethssets of the Company to any Person or Persatsdndance with Section 801, the successor
Person formed by such consolidation or into whitdn@ompany is merged or to which such transfee, é@hse, conveyance or other
disposition is made shall succeed to, and be sutestifor, and may exercise every right and povigthe Company under this Indenture with
the same effect as if such successor Person hadhbesed as the Company herein, and the prededgssgrany (which term shall for this
purpose mean the Person named as the "Comparg firdgt paragraph of this Indenture or any sucmeBgsrson which shall have become
such in the manner described in Section 801), éxnehe case of a lease, shall be released froits albligations and covenants under this
Indenture and the Securities and may be dissoluddiguidated.

SECTION 803. Guarantor May Consolidate, etc., @myCertain Terms.

The Company shall not permit any Guarantor to, single transaction or a series of related traimagt (i) consolidate with or merge into ¢
other Person or Persons (other than the Compaagather Guarantor) or permit any other Person (dtiea the Company or another
Guarantor) to consolidate with or merge into sucia@ntor or (ii) directly or indirectly, transfesell, lease, convey or otherwise dispose ¢
or substantially all its assets to any other PemsdPersons (other than the Company or anothera@tan), unless:

(1) in a transaction in which such Guarantor isthetsurviving Person or in which such Guarantangfers, sells, leases, conveys or
otherwise disposes of all or substantially alltefassets to any other Person, the resulting,\dogvor transferee Person (the "successor
guarantor") is organized under the le



81

of the United States of America or any State thieoethe District of Columbia and shall exprességiame, by a supplemental indenture
executed and delivered to the Trustee in formfsatisry to the Trustee, all of such Guarantor'sgattions under this Indenture;

(2) immediately before and after giving effect tls transaction and treating any Debt which becamesbligation of the Company or a
Restricted Subsidiary (including the successorayutar) as a result of such transaction as havieg brecurred by the Company or such
Restricted Subsidiary at the time of the transagtim Default or Event of Default shall have ocedrand be continuing;

(3) immediately after giving effect to such trartsam, the Consolidated Net Worth of the Companggsal to or greater than that of the
Company immediately prior to the transaction;

(4) immediately after giving effect to such trartsat and treating any Debt which becomes an ohbgaif the Company or a Restricted
Subsidiary (including the successor guarantor) resalt of such transaction as having been Incumyettie Company or such Restricted
Subsidiary at the time of the transaction, the Camypcould Incur at least $1.00 of additional Delntspant to the provisions of paragraph (a)
of

Section 1010;

(5) if, as a result of any such transaction, Prigpefrthe Company or any Restricted Subsidiaryl@iding the successor guarantor) would
become subject to a Lien prohibited by the provisiof Section 1014, the Company shall have sedhee8ecurities as required by said
covenant;

(6) in the case of a transfer, sale, lease, comaeyar other disposition of all or substantiallyadlthe assets of such Guarantor, such assets
shall have been transferred as an entirety orallyt@as an entirety to one Person and such Pefsdhtave complied with all the provisions
this paragraph; and

(7) the Company has delivered to the Trustee ait@¥§ Certificate and an Opinion of Counsel, éadlorm and substance reasonably
satisfactory to the Trustee, stating that such @latetion, merger, transfer, sale, lease, conveyamother disposition and, if a supplemental
indenture is required i
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connection with such transaction, such supplemémd&inture, complies with this Article and that@iditions precedent herein provided for
relating to such transaction have been complied,wind, with respect to such Officers' Certificatting forth the manner of determination
of the Consolidated Net Worth, in accordance wittuse (3) of this Section 803, of such Guarantoif @pplicable, of the successor guara
as required pursuant to the foregoing.

SECTION 804. Successor Guarantor Substituted.

Upon any consolidation of a Guarantor with or meixgfea Guarantor with or into any other Personror iansfer, sale, lease, conveyance or
other disposition of all or substantially all thesats of a Guarantor to any Person or Personsardeance with Section 803, the successor
Person formed by such consolidation or into whigthsGuarantor is merged or to which such transtde, lease, conveyance or other
disposition is made shall succeed to, and be sutestifor, and may exercise every right and poviesuch Guarantor under this Indenture
with the same effect as if such successor Perstibéen named as a Guarantor herein, and the pestecguarantor (which term shall for
this purpose mean the Person named as the "Nevauodrin the first paragraph of the applicable@amental indenture or any successor
Person which shall have become such in the maresearided in Section 803), except in the case efsd, shall be released from all its
obligations and covenants under its Restricted iflistvg Guarantee and the Securities and may belded and liquidated.

ARTICLE NINE
SUPPLEMENTAL INDENTURES
SECTION 901. Supplemental Indentures Without ConhseHhlolders.

The Company and the Trustee may, at any time amd fime to time, without notice to or consent oy &folders of Securities, enter into one
or more indentures supplemental hereto:

(1) to evidence the succession of another Perstiret€ompany or a Guarantor and the assumptiondty successor of the covenants of the
Company or such Guarantor herein and in the Séssiribr
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(2) to add to the covenants of the Company, fob#meefit of the Holders, or to surrender any rigghpower conferred upon the Company
hereby; or

(3) to add any additional Events of Default; or

(4) to provide for uncertificated Securities in d@uoh to or in place of certificated Securities; or

(5) to evidence and provide for the acceptancepbitment hereunder of a successor Trustee pursBu#re requirements of Section 610; or
(6) to secure the Securities; or

(7) to comply with the Trust Indenture Act or thec8Brities Act (including Regulation S promulgatbdreunder); or

(8) to add additional Guarantees with respectéd3bcurities or to release Guarantors from RestfiSubsidiary Guarantees as provided by
the terms of this Indenture; or

(9) to cure any ambiguity herein, to correct orament any provision herein which may be incoesistvith any other provision herein, or
to add any other provision with respect to matterguestions arising under this Indenture; provisiech actions shall not adversely affect the
interests of the Holders in any material respect.

SECTION 902. Supplemental Indentures With Conséhtabders.

With the consent of the Holders of not less thamagority in principal amount of the Outstanding Geties, by Act of such Holders delivered
to the Company and the Trustee, the Company an@irttetee may enter into one or more indentureslsupmtal hereto for the purpose of
adding any provisions to or changing in any mammealiminating any of the provisions of this Inderg or waiving or otherwise modifying
any manner the rights of the Holders, provided tlwasuch supplemental indenture shall, withoutcthresent of the Holder of each
Outstanding Security affected thereby:

(1) change the Stated Maturity of the principalasfany installment of interest on, any Securityremluce the principal amount thereof or the
interest thereon that would be due and payable thm&tated Maturity thereof, or change the pldgeamgment where, or the coin or currency
in which, any Security or any premium or inter
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thereon is payable, or impair the right to insétatit for the enforcement of any such paymentraafter the Stated Maturity thereof; or

(2) reduce the percentage in principal amount ef@uatstanding Securities, the consent of whoseétislid necessary for any such
supplemental indenture or required for any waiarampliance with certain provisions of this Inder& or certain Defaults hereunder; or

(3) subordinate in right of payment, or otherwisbardinate, the Securities to any other Debt; or
(4) except as otherwise provided herein, releagesacurity interest that may have been grantedvnrfof the Holders of the Securities; or

(5) reduce the premium payable upon the redempfi@my Security nor change the time at which angu8gy may be redeemed, as descri
in Exhibit A; or

(6) reduce the premium payable upon a Change ofr@adrriggering Event or, at any time after a Charng Control Triggering Event has
occurred, change the time at which the Offer tacRase relating thereto must be made or at whiclSéoerities must be repurchased purs
to such Offer to Purchase; or

(7) at any time after the Company is obligated akenan Offer to Purchase with the Net AvailablecBeals from Asset Dispositions, change
the time at which such Offer to Purchase must béenaat at which the Securities must be repurchaseslipnt thereto; or

(8) make any change in any Restricted Subsidiargr&@uee that would adversely affect the HoldeithefSecurities; or
(9) modify any provision of this Section 902 (exctpincrease any percentage set forth herein).

It shall not be necessary for any Act of Holderdenthis Section 902 to approve the particular fofrany proposed supplemental indenture,
but it shall be sufficient if such Act shall appeothe substance there
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SECTION 903. Execution of Supplemental Indentures.

In executing, or accepting the additional trusesated by, any supplemental indenture permittedhisyArticle Nine or the modifications
thereby of the trusts created by this Indenture,Tihustee shall be entitled to receive, and steaflbly protected in relying upon, an Opinion
of Counsel stating that the execution of such spphtal indenture is authorized or permitted by thilenture and an Officers' Certificate
stating that all conditions precedent to the exeautf such supplemental indenture have been ledfiiThe Trustee may, but shall not be
obligated to, enter into any such supplementalntufe which affects the Trustee's own rights, dubieimmunities under this Indenture or
otherwise.

SECTION 904. Effect of Supplemental Indentures.

Upon the execution of any supplemental indentudeuthis Article Nine, this Indenture shall be nfal in accordance therewith, and such
supplemental indenture shall form a part of thideimture for all purposes; and every Holder of Saeartheretofore or thereafter
authenticated and delivered hereunder shall bedbthereby.

SECTION 905. Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuamigoirticle Nine shall conform as a matter of caatror law to the requirements of the
Trust Indenture Act as then in effect.

SECTION 906. Reference in Securities to Supplenhémdizntures.

Securities authenticated and delivered after tleew@tion of any supplemental indenture pursuartiArticle Nine may bear a notation in
form approved by the Trustee and the Company aayanatter provided for in such supplemental indentlf the Company shall so
determine, new Securities so modified as to confamrthe opinion of the Trustee and the Companwgnp such supplemental indenture may
be prepared and executed by the Company and aigthtextand delivered by the Trustee in exchang®fdstanding Securitie
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SECTION 907. Notice of Supplemental Indentures.

Promptly after the execution by the Company andritustee of any supplemental indenture pursuatitisoArticle Nine, the Company shall
give notice thereof to the Holders of each Outstam&ecurity affected, in the manner provided foSection 106, setting forth in general
terms the substance of such supplemental indenture.

ARTICLE TEN
COVENANTS
SECTION 1001. Payment of Principal, Premium, if Aapd Interest.

The Company covenants and agrees for the bendfiedflolders that it shall duly and punctually plag principal of (and premium, if any)
and interest on the Securities in accordance \Wighterms of the Securities and this Indenture.

SECTION 1002. Maintenance of Office or Agency.

The Company shall maintain in The City of New Yarkoffice or agency where Securities may be presemt surrendered for payment,
where Securities may be surrendered for registratfdransfer or exchange and where notices andddsito or upon the Company in res;

of the Securities and this Indenture may be serkd.Corporate Trust Office of the Trustee shalsbeh office or agency of the Company,
unless the Company shall designate and maintaire sdiher office or agency for one or more of suctppses. The Company shall give
prompt written notice to the Trustee of any chaimgte location of any such office or agency. Ihay time the Company shall fail to
maintain any such required office or agency orldadlto furnish the Trustee with the address #udy such presentations, surrenders, notices
and demands may be made or served at the CorpotateOffice of the Trustee, and the Company heggipoints the Trustee as its agent to
receive all such presentations, surrenders, naticdgiemands.

The Company may also from time to time designateammore other offices or agencies (in or outsid€he City of New York) where the
Securities may be presented or surrendered fooealf such purposes and may from time to timeingsany such designation; provided,
however,



87

that no such designation or rescission shall inraagner relieve the Company of its obligation tantean an office or agency in The City of
New York for such purposes. The Company shall gimempt written notice to the Trustee of any sucsigleation or rescission and a
change in the location of any such other officagency.

SECTION 1003. Money for Security Payments to BedHelITrust.

If the Company shall at any time act as its ownifgAgent, it shall, on or before each due datthefprincipal of (or premium, if any) or
interest on any of the Securities, segregate atlihdrust for the benefit of the Persons entitleereto a sum sufficient to pay the principe
(or premium, if any) or interest so becoming du#l snch sums shall be paid to such Persons orwibe disposed of as herein provided and
shall promptly notify the Trustee of its actionfailure so to act.

Whenever the Company shall have one or more Paygeats for the Securities, it shall, on or befoseredue date of the principal of (or
premium, if any) or interest on any Securities,alg#pwith a Paying Agent a sum sufficient to pag grincipal (and premium, if any) or
interest so becoming due, such sum to be heldigt for the benefit of the Persons entitled to suihicipal, premium or interest, and (unless
such Paying Agent is the Trustee) the Companypriimptly notify the Trustee of such action or aaijure so to act.

The Company shall cause each Paying Agent (otherttie Trustee) to execute and deliver to the &euah instrument in which such Paying
Agent shall agree with the Trustee, subject topteeisions of this Section 1003, that such Payiggmt shall:

(1) hold all sums held by it for the payment of grncipal of, premium, if any, or interest on Setes in trust for the benefit of the Persons
entitled thereto until such sums shall be paidithsPersons or otherwise disposed of as hereindaty

(2) give the Trustee notice of any default by tleerPany (or any other obligor upon the Securitinghe making of any payment of princip
premium, if any, or interest;

(3) at any time during the continuance of any siefault, upon the written request of the Trus
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forthwith pay to the Trustee all sums so held irstiby such Paying Agent; and

(4) indemnify the Trustee and its officers, diresi@mployees and agents against any loss, ctiabity caused by, or incurred as a resul
such Paying Agent's acts or omissions.

The Company may at any time, for the purpose dadinbtg the satisfaction and discharge of this Indenor for any other purpose, pay, or
Company Order direct any Paying Agent to pay, &Ttustee all sums held in trust by the Comparsuch Paying Agent, such sums to be
held by the Trustee upon the same trusts as tipmewhich such sums were held by the Company dr Baging Agent; and, upon such
payment by any Paying Agent to the Trustee, suginBaAgent shall be released from all further llabiwith respect to such sums.

Any money deposited with the Trustee or any Payiggnt, or then held by the Company, in trust fa playment of the principal of,
premium, if any, or interest on any Security andaing unclaimed for two years after such pringipeemium or interest has become due
and payable shall be paid to the Company on ComBaayest or (if then held by the Company) shalliseharged from such trust; and the
Holder of such Security shall thereafter, as areansed general creditor, look only to the Compamyphyment thereof, and all liability of ti
Trustee or such Paying Agent with respect to sugdt tnoney, and all liability of the Company asstae thereof, shall thereupon cease;
provided, however, that the Trustee or such Pakipent, before being required to make any such neyeay, may at the expense of the
Company cause to be published once, in a newspaéished in the English language, customarily jshigld on each Business Day and of
general circulation in the Borough of Manhattane ity of New York, notice that such money remainslaimed and that, after a date
specified therein, which shall not be less thatn&gs from the date of such publication, any unctairhalance of such money then remaining
will be repaid to the Company.

SECTION 1004. Corporate Existence.
Subject to Article Eight, the Company shall do ause to be done all things necessary to presed/kesp in full force and effect the

corporate existence, rights (charter and statutamg) franchises of the Company and each Subsidfahe Company; provided, however, tl
the Company shall not be required to preserve, retspect tc
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the Company, any such right or franchise or, wétspect to any such Subsidiary (subject to all theracovenants in this Indenture), any such
corporate existence, right or franchise, if the iloaf Directors shall determine that the preseorathereof is no longer desirable in the
conduct of the business of the Company and itsi8ialies as a whole and that the loss thereof islisadvantageous in any material respect
to the Holders.

SECTION 1005. Maintenance of Properties.

The Company shall cause all properties owned bytirapany or any Restricted Subsidiary or used ot foe use in the conduct of its
business or the business of any Restricted Subgittidbe maintained and kept in good conditionarepnd working order and supplied with
all necessary equipment and shall cause to be aibdecessary repairs, renewals, replacementgrbethts and improvements thereof, all as
in the judgment of the Company may be necessatlyagdhe business carried on in connection thehemiy be properly and advantageously
conducted at all times; provided, however, thahimgf in this Section 1005 shall prevent the Compfaom discontinuing the maintenance of
any of such properties if such discontinuancenishé judgment of the Company, desirable in thedaohof its business or the business of any
Subsidiary and not disadvantageous in any matesglect to the Holders.

SECTION 1006. Insurance.

The Company shall at all times keep all of its @adRestricted Subsidiaries' properties which dr@insurable nature insured with insurers,
believed by the Company to be responsible, agiiastor damage to the extent that property of sintharacter is usually so insured by
companies similarly situated and owning like préigst

SECTION 1007. Reports.

Whether or not the Company is subject to Sectida)l@ 15(d) of the Exchange Act, or any succepsavision thereto, the Company shall
file with the Commission the annual reports, quérteeports and other documents which the Compaoylevhave been required to file with
the Commission pursuant to such Section 13(a) @@)1d&¥ any successor provision thereto if the Camypaere subject thereto, such
documents to be filed with the Commission on ooipio the respective dates (the "Required Fi
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Dates") by which the Company would have been regluio file them. The Company shall also in any e¥ahwithin 15 days of each
Required Filing Date (i) transmit by mail to all lders, as their names and addresses appear ietheity Register, without cost to such
Holders, and (ii) file with the Trustee copies loé tannual reports, quarterly reports and other mecits (without exhibits) which the
Company would have been required to file with tleen@ission pursuant to Section 13(a) or 15(d) ofEkehange Act or any successor
provisions thereto if the Company were subjectdteeand (b) if filing such documents by the Compwaiity the Commission is not permitted
under the Exchange Act, promptly upon written resusupply copies of such documents (without ex$litio any prospective Holder.

SECTION 1008. Statement by Officers as to Default.

(a) The Company shall deliver to the Trustee, endéite of delivery of each annual report to bevdedid pursuant to Section 1007, a brief
certificate from the principal executive officerjnzipal financial officer or principal accountirafficer as to his or her knowledge of the
Company's compliance during the period coveredugy seport with all conditions and covenants uriter Indenture. If the signer has
knowledge of any noncompliance that occurred dusingch period, the certificate shall describe #$ust and what action the Company has
taken or is taking or proposes to take with resffemteto. For purposes of this Section 1008(a)) sompliance shall be determined without
regard to any period of grace or requirement oiceatnder this Indenture.

(b) When any Default has occurred and is continuinder this Indenture, or if the trustee for or lieéder of any other evidence of Debt of
Company or any Restricted Subsidiary gives anyceair takes any other action with respect to angdidefault (other than with respect to
Debt in the principal amount of less than $25,000,6r its foreign currency equivalent at the tinteg Company shall, within 30 days of s
occurrence, notice or other action, deliver toThastee by registered or certified mail or by teden, telex or facsimile transmission an
Officers' Certificate specifying such event, notizeother action, its status and what action then@any is taking or purposes to take with
respect theretc
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SECTION 1009. Change of Control Triggering Event.

(a) Upon the occurrence of a Change of Controldaimng Event, each Holder shall have the righetjuire that the Company repurchase
such Holder's Securities in whole or in part iregral multiples of $1,000, in accordance with thecpdures set forth in this Section 1009 and
this Indenture.

(b) Within 30 days of the occurrence of both a Gfeaf Control and a Rating Decline with respedht Securities (a "Change of Control
Triggering Event"), the Company will be requiredttake an Offer to Purchase all Outstanding Seesrit a price in cash equal to 101% of
the principal amount of the Securities on the pasehdate, plus accrued and unpaid interest (if gich purchase date (subject to the right
of Holders of record on the relevant record dateet@ive interest due on the relevant interest paymate).

(c) The Company and the Trustee shall perform ttesipective obligations for the Offer to Purchasepecified in the Offer. Prior to the
Purchase Date, the Company shall (i) accept fomeay Securities or portions thereof tendered puntstaethe Offer, (i) irrevocably deposit
with the Paying Agent (or, if the Company is actawjits own Paying Agent, segregate and hold st tis provided in Section 1003) money
sufficient to pay the Purchase Price of all Semsior portions thereof so accepted (providedsheh deposit may be made no later than
11:00 A.M. New York City time on the Purchase Difithe Company elects) and (iii) deliver or causdé delivered to the Trustee all
Securities so accepted together with an Officeestificate stating the Securities or portions tl¢eeccepted for payment by the Company.
The Paying Agent shall promptly mail or deliveHolders of Securities so accepted payment in aruatrexjual to the Purchase Price, and
the Trustee shall promptly authenticate and madladiver to such Holders a new Security or Se@sigqual in principal amount to any
unpurchased portion of the Security surrenderege@sested by the Holder. Any Security not accefiiegayment shall be promptly mailed
or delivered by the Company to the Holder therbothe event that the aggregate Purchase Priesssthan the amount delivered by the
Company to the Trustee or the Paying Agent, that€aior the Paying Agent, as the case may be,d#lialer the excess to the Company
immediately after the Purchase Dz
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(d) A "Change of Control" means the occurrencenyf af the following events:

(i) if any "person" or "group” (as such terms asediin Sections 13(d) and 14(d) of the ExchangeoAany 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, becomestbreficial owner" (as defined in Rule
13d-3 under the Exchange Act, except that a persibbe deemed to have "beneficial ownership" dfshlares that any such person has the
right to acquire, whether such right is exercisamediately or only after the passage of timeediy or indirectly, of 35% or more of the
total voting power of the Voting Stock of the Compaprovided, however, that the Permitted Holdeesthe "beneficial owners" (as defined
in Rule 13d-3 under the Exchange Act, except tharaon will be deemed to have "beneficial owngr'sbf all shares that any such person
has the right to acquire, whether such right is@seble immediately or only after the passagenoé}, directly or indirectly, in the aggregate
of a lesser percentage of the total voting poweghefVoting Stock of the Company than such othesgeor group (for purposes of this
clause (i), such person or group shall be deemééreficially own any Voting Stock of a corporatighe "specified corporation”) held by
any other corporation (the "parent corporation")awy as such person or group beneficially ownsatlly or indirectly, in the aggregate a
majority of the total voting power of the Votingo8k of such parent corporation); or

(i) the sale, transfer, assignment, lease, comwayar other disposition, directly or indirectly,adl or substantially all the assets of the
Company and the Restricted Subsidiaries, considesedwhole (other than a disposition of such assean entirety or virtually as an entir
to a Wholly Owned Restricted Subsidiary or one orerPermitted Holders) shall have occurred; or

(iii) during any period of two consecutive yeargjividuals who at the beginning of such period tituted the Board of Directors (together
with any new directors whose election or appointiisnsuch board or whose nomination for electiorit®g,
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shareholders of the Company was approved by aof@enajority of the directors then still in offieeho were either directors at the
beginning of such period or whose election or natigm for election was previously so approved) edas any reason to constitute a
majority of the Board of Directors then in officar;

(iv) the shareholders of the Company shall have@amu any plan of liquidation or dissolution of tBempany.

(e) The Company shall not be required to make der@ Purchase upon a Change of Control Triggefwngnt if a third party makes the
Offer to Purchase in the manner, at the times @nerwise in compliance with the requirements sehfn this Indenture applicable to an
Offer to Purchase made by the Company and purcladisgscurities validly tendered and not withdrawrder such Offer to Purchase.

(f) In the event that the Company makes an Offéunchase the Securities, the Company shall comitiyany applicable securities laws ¢
regulations, including any applicable requiremaitSection 14(e) of, and Rule 14e-1 under, the Brge Act. To the extent that the
provisions of any securities laws or regulationsftict with provisions of this Section, the Compastyall comply with the applicable
securities laws and regulations and shall not leengel to have breached its obligations under thiticgeby virtue thereof.

SECTION 1010. Limitation on Consolidated Debt.

(a) The Company shall not, and shall not permit Ragtricted Subsidiary to, directly or indirectligcur any Debt, unless, after giving pro
forma effect to such Incurrence and the receiptapplication of the net proceeds thereof, no DéfauEvent of Default would occur as a
consequence of such Incurrence or be continuidgviolg such Incurrence and either (i) the ratigAf the aggregate consolidated principal
amount (or, in the case of Debt issued at a did¢ctlm then-Accreted Value) of Debt of the Compantstanding as of the most recent
available quarterly or annual balance sheet, gfténg pro forma effect to the Incurrence of suakbDand any other Debt Incurred or repaid
since such balance sheet date and the receipipaftidadion of the net proceeds thereof, to (B) @didated Cash Flow Available for Fixed
Charges for the four full fiscal quarters next gaiag the
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Incurrence of such Debt for which consolidated icial statements are available, would be less B@mo 1.0, or (ii) the Company's
Consolidated Capital Ratio as of the most receail@ve quarterly or annual balance sheet, afi@ngipro forma effect to (x) the Incurrence
of such Debt and any other Debt Incurred or repaide such balance sheet date, (y) the issuaramydCapital Stock (other than Disqualifi
Stock) of the Company since such balance sheetidateding the issuance of any Capital Stock tasseed concurrently with the Incurrence
of such Debt, and (z) the receipt and applicatioihe net proceeds of such Debt or Capital Stosktha case may be, is less than 2.25 to 1.0.

(b) Notwithstanding the foregoing limitation, the@pany or any Restricted Subsidiary may Incur arg/all of the following (each of which
shall be given independent effect):

(i) Debt under the Securities, this Indenture or Restricted Subsidiary Guarantee;

(il) Debt under Credit Facilities in an aggregategpal amount outstanding or available (togethih all refinancing Debt outstanding or
available pursuant to clause (viii) below in regpfdebt previously Incurred pursuant to this skaii)) at any one time not to exceed the
greater of (x) $750,000,000, which amount shalh&emanently reduced by the amount of Net Availébieceeds used to repay Debt under
the Credit Facilities, and not reinvested in Tefenmnications/IS Assets or used to purchase Sezsioti repay other Debt, pursuant to an
permitted by Section 1016, and (y) 85% of the BligiReceivables;

(iii) Purchase Money Debt, provided that the amafrguch Purchase Money Debt does not exceed 10@¢ cost of the construction,
installation, acquisition, lease, development goriovement of the applicable Telecommunications/sSeis;

(iv) Subordinated Debt of the Company; providedyéeer, that the aggregate principal amount of §deht, together with any other
outstanding Debt Incurred pursuant to this claige ghall not exceed $500,000,000 at any one {iniech amount shall be permanently
reduced by the amount of Net Available Proceedd tseepay Subordinated Debt of the Company, andaiavested in
Telecommunications/IS Assets or used to purchasertiies or repay other Debt, pursuant to and aspied by
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Section 1016), except to the extent such Debt érex of $500,000,000 (A) is subordinated to akpibebt of the Company other than Debt
Incurred pursuant to this clause (iv) in excessuah $500,000,000 limitation, (B) does not provimiethe payment of cash interest on such
Debt prior to the Stated Maturity of the Securitiesl (C) (1) does not provide for payments of ppakof such Debt at stated maturity or by
way of a sinking fund applicable thereto or by veyany mandatory redemption, defeasance, retireorergpurchase thereof by the Comg
(including any redemption, retirement or repurchakeh is contingent upon events or circumstanbasgexcluding any retirement required
by virtue of the acceleration of any payment wihpect to such Debt upon any event of default timeler), in each case on or prior to the
Stated Maturity of the Securities, and (2) doespaoimit redemption or other retirement (includingguant to an offer to purchase made by
the Company) of such Debt at the option of the diotbereof on or prior to the Stated Maturity af Becurities;

(v) Debt outstanding on the Issue Date;

(vi) Debt owed by the Company to any Restrictedsgliary of the Company or Debt owed by a RestriGatsidiary of the Company to the
Company or a Restricted Subsidiary of the Comppryyided, however, that (x) upon the transfer, @yance or other disposition by such
Restricted Subsidiary or the Company of any Delgesmnitted to a Person other than the Company athan Restricted Subsidiary of the
Company or (y) if for any reason such Restrictels&liary ceases to be a Restricted Subsidiarypinsions of this clause

(vi) shall no longer be applicable to such Debt anch Debt shall be deemed to have been Incurrélebigsuer thereof at the time of such
transfer, conveyance or other disposition or wharhRestricted Subsidiary ceases to be a Rest&ibdidiary;

(vii) Debt Incurred by a Person prior to the tindg §uch Person became a Restricted Subsidiarysy&) Person merges into or consolidates
with a Restricted Subsidiary or (C) another RedSubsidiary merges into or consolidates withhdeerson (in a transaction in which such
Person becomes a Restricted Subsidiary), which ®abtot Incurred in anticipation of such transactnd was outstanding prior to such
transaction;

(viii) Debt Incurred to renew, extend, refinancefahse, repay, prepay, repurchase, redeem, estokange
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or refund (each, a "refinancing") Debt Incurredguant to clause (i), (ii),

(i), (v) or (vii) of this paragraph (b) or thisazse (viii), in an aggregate principal amountifassued at a discount, the then-Accreted Value)
not to exceed the aggregate principal amount (ssifed at a discount, the then- Accreted Valuandfaccrued interest on the Debt so
refinanced plus the amount of any premium requiodoke paid in connection with such refinancing parg to the terms of the Debt so
refinanced or the amount of any premium reasondéigrmined by the Board of Directors as necessaagtomplish such refinancing by
means of a tender offer or privately negotiatedireipase, plus the expenses of the Company Incirrreshnection with such refinancing;
provided, however, that (A) the refinancing Deldlshot be senior in right of payment to the Ddtatttis being refinanced and (B) in the case
of any refinancing of Debt Incurred pursuant taisk (i), (v) or (vii) or, if such Debt previouslgfinanced Debt Incurred pursuant to any s
clause, this clause (viii), the refinancing Debtitsyterms, or by the terms of any agreement drunsent pursuant to which such Debt is
issued, (x) does not provide for payments of ppatcof such Debt at stated maturity or by way sfriking fund applicable thereto or by way
of any mandatory redemption, defeasance, retirearergpurchase thereof by the Company (includingrademption, retirement or
repurchase which is contingent upon events or gistances, but excluding any retirement requireditiye of the acceleration of any
payment with respect to such Debt upon any evedetsult thereunder), in each case prior to the tine same are required by the terms of
the Debt being refinanced and (y) does not peradieémption or other retirement (including pursuardarn offer to purchase made by the
Company) of such Debt at the option of the holtergof prior to the time the same are requirechbytérms of the Debt being refinanced,
other than, in the case of clause (x) or (y), amhgpayment, redemption or other retirement abthten of the holder of such Debt (including
pursuant to an offer to purchase made by the Cogpelnich is conditioned upon a change of contratspant to provisions substantially
similar to those described under Section 1009;

(ix) Debt (A) in respect of performance, suretyappeal bonds, Guarantees, letters of credit ortr@isement obligations Incurred or provic
in the ordinary course of business securing thibpaance of contractual, franchise, lease, selftiasce or license obligations and not in
connection with the Incurrence of Debt or (B) ispect of customary agreements providing for indéication, adjustment of purchase price
after closing, or simila
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obligations, or from Guarantees or letters of dreslirety bonds or performance bonds securing acly sbligations of the Company or any

its Restricted Subsidiaries pursuant to such agee&snincurred in connection with the dispositiéuay business, assets or Restricted
Subsidiary of the Company (other than Guarantedsdabtedness Incurred by any Person acquiringrahy portion of such business, assets
or Restricted Subsidiary of the Company for theppse of financing such acquisition) and in an agape principal amount not to exceed the
gross proceeds actually received by the CompaayyRestricted Subsidiary in connection with suisipakition;

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

(xi) Debt not otherwise permitted to be Incurredsuant to clauses (i) through (x) above, whichetbgr with any other outstanding Debt
Incurred pursuant to this clause (xi), has an agageeprincipal amount not in excess of $50,000A1#ny time outstanding.

(c) Notwithstanding any other provision of this See 1010, the maximum amount of Debt that the Camnypor a Restricted Subsidiary may
Incur pursuant to this Section 1010 shall not benaled to be exceeded due solely to the result ofudions in the exchange rates of
currencies.

(d) For purposes of determining any particular antafi Debt under this

Section 1010, (i) Guarantees, Liens or obligatioiih respect to letters of credit supporting Detitsowise included in the determination of
such particular amount shall not be included andfiy Liens granted for the benefit of the Sedesipursuant to the provisions referred to in
the first paragraph of Section 1014 shall not bated as Debt. For purposes of determining cong®iarith this Section 1010, in the event
that an item of Debt meets the criteria of morentbae of the types of Debt described in the abtsases, the Company, in its sole discret
shall classify such item of Debt and only be reggito include the amount and type of such Debhmaf such clause
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SECTION 1011. Limitation on Debt of Restricted Sdimies.

The Company shall not permit any Restricted Subsjdhat is not a Guarantor to Incur any Debt ekeey and all of the following (each of
which shall be given independent effect):

(i) Restricted Subsidiary Guarantees;

(i) Debt outstanding on the Issue Date;

(iii) Debt of Restricted Subsidiaries under Crdehtilities permitted to be Incurred pursuant tauska(ii) of paragraph (b) of Section 1010;
(iv) Purchase Money Debt of Restricted Subsidigpsnitted to be Incurred pursuant to clausediiiparagraph (b) of Section 1010;

(v) Debt owed by a Restricted Subsidiary to the Gany or a Restricted Subsidiary of the Company fgdto be Incurred pursuant to
clause (vi) of paragraph (b) of Section 1010;

(vi) Debt of Restricted Subsidiaries consisting?efmitted Interest Rate or Currency Protection Agrents permitted to be Incurred pursuant
to clause (x) of paragraph (b) of Section 1010;

(vii) Debt of Restricted Subsidiaries permittecb®Incurred under clause (vii) of paragraph (byeftion 1010;
(viii) Debt of Restricted Subsidiaries permittedo® Incurred under clause (ix) or (xi) of paragréphof Section 1010; and

(ix) Debt which is Incurred to refinance any DebadRestricted Subsidiary permitted to be Incupadsuant to clauses (i), (i), (iii), (iv) and
(vii) of this paragraph or this clause (ix), in @aggregate principal amount (or if issued at a diatahe then-Accreted Value) not to exceed
the aggregate principal amount (or if issued aseadint, the then-Accreted Value) of the Debt §maaced, plus the amount of any premium
required to be paid in connection with such refaiag pursuant to the terms of the Debt so refindrazehe amount of any premium
reasonably determined by the Board of Directonseaessary to accomplish such refinancing by mebasemder offer o
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privately negotiated repurchase, plus the amouekpénses of the Company and the applicable Restrubsidiary Incurred in connection
therewith; provided, however, that, in the casarof refinancing of Debt Incurred pursuant to clafijs€ii) or (vii) or, if such Debt previousl
refinanced Debt Incurred pursuant to any such elatinés clause (ix), the refinancing Debt by itsrts, or by the terms of any agreement or
instrument pursuant to which such Debt is Incur(gjidoes not provide for payments of principatheg stated maturity of such Debt or by
way of a sinking fund applicable to such Debt omay of any mandatory redemption, defeasanceemnt or repurchase of such Debt by
the Company or any Restricted Subsidiary (including redemption, retirement or repurchase whidoigingent upon events or
circumstances, but excluding any retirement reguinevirtue of acceleration of such Debt upon aan¢wf default thereunder), in each case
prior to the time the same are required by the $eshthe Debt being refinanced and (y) does nanjigedemption or other retirement
(including pursuant to an offer to purchase madébyCompany or a Restricted Subsidiary) of sucbt@ethe option of the holder thereof
prior to the stated maturity of the Debt beingmreficed, other than, in the case of clause (x))paty such payment, redemption or other
retirement (including pursuant to an offer to pash made by the Company or a Restricted Subsididrigh is conditioned upon the change
of control of the Company pursuant to provisionsstantially similar to those contained in

Section 1009.

Notwithstanding any other provision of this Sectid@i1, the maximum amount of Debt that a Restri€glosidiary may Incur pursuant to 1
Section 1011 shall not be deemed to be exceededalielg as the result of fluctuations in the exaf@rates of currencies.

For purposes of determining any particular amo@ifiebt under this

Section 1011, Guarantees, Liens or obligations veiipect to letters of credit supporting Debt otlige included in the determination of such
particular amount shall not be included. For puesasf determining compliance with this

Section 1011, in the event that an item of Debttede criteria of more than one of the types dbttescribed in the above clauses, the
Company, in its sole discretion, shall classifytsitem of Debt and only be required to include @ahgount and type of such Debt in one of
such clause:
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SECTION 1012. Limitation on Restricted Payments.

(a) The Company (i) shall not, and shall not pelamif Restricted Subsidiary to, directly or inditgctieclare or pay any dividend, or make
any distribution, in respect of its Capital Stoek@the holders thereof, excluding any dividenddistributions which are made solely to the
Company or a Restricted Subsidiary (and, if sucstirged Subsidiary is not a Wholly Owned Subsigién the other stockholders of such
Restricted Subsidiary on a pro rata basis or oassslihat results in the receipt by the Compargy Restricted Subsidiary of dividends or
distributions of greater value than it would reeeon a pro rata basis) or any dividends or distiding payable solely in shares of Capital
Stock of the Company (other than Disqualified Sjamkin options, warrants or other rights to acgu@xapital Stock of the Company (other
than Disqualified Stock); (ii) shall not, and shadit permit any Restricted Subsidiary to, purchasgeem, or otherwise retire or acquire for
value (x) any Capital Stock of the Company or aegtRcted Subsidiary of the Company or (y) anyangi warrants or rights to purchase or
acquire shares of Capital Stock of the CompanyngrRestricted Subsidiary or any securities conblrtdor exchangeable into shares of
Capital Stock of the Company or any Restricted Blidny, except, in any such case, any such purcliademption or retirement or
acquisition for value (A) paid to the Company dRestricted Subsidiary (or, in the case of any suaichase, redemption or other retirement
or acquisition for value with respect to a RestiicBubsidiary that is not a Wholly Owned Subsidi&mthe other stockholders of such
Restricted Subsidiary on a pro rata basis or oassstihat results in the receipt by the Compargy Restricted Subsidiary of payments of
greater value than it would receive on a pro ratd) or (B) paid solely in shares of Capital St@mtker than Disqualified Stock) of the
Company; (iii) shall not make, or permit any Rederd Subsidiary to make, any Investment (other #ramvestment in the Company or a
Restricted Subsidiary or a Permitted Investmengny Person, including the Designation of any Retett Subsidiary as an Unrestricted
Subsidiary, or the Revocation of any such Designaiiccording to Section 1019; (iv) shall not, ahdll not permit any Restricted Subsidi
to, redeem, defease, repurchase, retire or othemaguire or retire for value, prior to any scheduhaturity, repayment or sinking fund
payment, Debt of the Company which is subordinatéght of payment to the Securities (other thay mtiemption, defeasance, repurchase,
retirement or other acquisition or retirement fatue made it
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anticipation of satisfying a scheduled maturitygagment or sinking fund obligation due within oreaythereof); and (v) shall not, and shall
not permit any Restricted Subsidiary to, issuadfar, convey, sell or otherwise dispose of Cajdtatk of any Restricted Subsidiary to a
Person other than the Company or another Restr8uédidiary if the result thereof is that such Retgtd Subsidiary shall cease to be a
Restricted Subsidiary, in which event the amourdurh "Restricted Payment" shall be the Fair Maviatie of the remaining interest, if any,
in such former Restricted Subsidiary held by thenfany and the other Restricted Subsidiaries (ehclaoses (i) through (v) being a
"Restricted Payment") if: (1) an Event of Defaolt,an event that with the passing of time or theéngj of notice, or both, would constitute an
Event of Default, shall have occurred and be cantigy, or (2) upon giving effect to such RestricRayment, the Company could not Incur at
least $1.00 of additional Debt pursuant to pardgifap of Section 1010, or (3) upon giving effecsteh Restricted Payment, the aggregate of
all Restricted Payments made on or after the IBgie, including Restricted Payments made pursaatiatise (A) or (B) of the proviso at the
end of this sentence, and Permitted Investment®roadr after the Issue Date pursuant to claus® (j) of the definition thereof (the amoi
of any such Restricted Payment or Permitted Investimif made other than in cash, to be based upariiarket Value) exceeds the sum of:
(a) 50% of cumulative Consolidated Net Income ifothe case that Consolidated Net Income shalldgative, 100% of such negative
amount) since the end of the last full fiscal qelaprior to the Issue Date through the last dayeflast full fiscal quarter ending at least 45
days prior to the date of such Restricted Paymedii() plus, in the case of any Revocation made #ie Issue Date, an amount equal to the
lesser of the portion (proportionate to the Commayuity interest in the Subsidiary to which s®evocation relates) of the Fair Market
Value of the net assets of such Subsidiary atithe 6f Revocation and the amount of Investmentsiposly made (and treated as a
Restricted Payment) by the Company or any RestriStébsidiary in such Subsidiary; provided, howetraat the Company or a Restricted
Subsidiary of the Company may, without regard ®limitations in clause (3) but subject to claugdgsand (2), make (A) Restricted Paym:

in an aggregate amount not to exceed the sum g0@8MO0 and the aggregate net cash proceedsedaer the Issue Date (i) as capital
contributions to the Company, from the issuanckdjothan to a Subsidiary or an employee stock ostrygiplan or trust established by the
Company or any such Subsidiary for the benefihefri
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employees) of Capital Stock (other than Disqualifstock) of the Company, and

(i) from the issuance or sale of Debt of the Compar any Restricted Subsidiary (other than to las®liary, the Company or an employee
stock ownership plan or trust established by thengany or any such Subsidiary for the benefit ofrtemployees) that after the Issue Date
has been converted into or exchanged for CapitalkSpther than Disqualified Stock) of the Compamy (B) Investments in Persons
engaged in the Telecommunications/IS Business eggnegate amount not to exceed the after-taxayathe sale, after the Issue Date, of
Special Assets to the extent sold for cash, Casliveignts, Telecommunications/IS Assets or theragsion of Debt of the Company or any
Restricted Subsidiary (other than Debt that is stibated to the Securities or any applicable Retsti Subsidiary Guarantee) and release of
the Company and all Restricted Subsidiaries frdriaddility on the Debt assumed. The aggregatecash proceeds referred to in the
immediately preceding clauses (A)(i) and (A)(iijpmot be utilized to make Restricted Paymentspant to such clauses to the extent such
proceeds have been utilized to make Permitted tmezgts under clause (i) of the definition of "Pedted Investments."

(b) Notwithstanding the foregoing limitation, (le Company may pay any dividend on Capital Stockngfclass of the Company within 60
days after the declaration thereof if, on the adaten the dividend was declared, the Company coaNe fpaid such dividend in accordance
with the foregoing provisions; provided, howevéittat the time of such payment of such dividedptmer Event of Default shall have
occurred and be continuing (or result therefrom);

(il) the Company may repurchase any shares ofatar@on Stock or options to acquire its Common Sfom Persons who were formerly
directors, officers or employees of the Compangroy of its Subsidiaries or other Affiliates in an@unt not to exceed $3,000,000 in any 12-
month period; (iii) the Company and any Restricsetbsidiary may refinance any Debt otherwise peeaitty clause

(viii) of paragraph (b) of Section 1010 or clausg ¢f Section 1011; (iv) the Company and any Rettd Subsidiary may retire or repurchase
any Capital Stock of the Company or of any Re®dubsidiary or any Subordinated Debt of the Camjia exchange for, or out of the
proceeds of the substantially concurrent sale (dtten to a Subsidiary of the Company or an empasteck ownership plan or trust
established by the Company or any such Subsid@arthé benefit of their employees) of, Capital St¢ather than Disqualified Stock) of the
Company, provided that the proceeds from any suchange or sale of CapiitStock



103

shall be excluded from any calculation pursuargiaoise (A)(i) in the proviso at the end of parafrég) above or pursuant to clause (b) of the
definition of "Invested Capital"; and (v) the Conmyamay pay cash dividends in any amount not in &xoé $50,000,000 in any 12-month
period in respect of Preferred Stock of the Compatiyer than Disqualified Stock). The RestrictegiiRants described in the foregoing
clauses (i), (ii) and (v) shall be included in ttsdculation of Restricted Payments; the Restri&tagments described in clauses (iii) and

(iv) shall be excluded in the calculation of Red&d Payments.

SECTION 1013. Limitation on Dividend and Other PaynRestrictiong\ffecting Restricted Subsidiaries.

(a) The Company shall not, and shall not permit Ragtricted Subsidiary to, directly or indirecttyeate or otherwise cause or suffer to exist
or become effective any consensual encumbranaestiation (other than pursuant to law or regulation the ability of any Restricted
Subsidiary (i) to pay dividends (in cash or othaeyior make any other distributions in respecto€Capital Stock owned by the Company or
any other Restricted Subsidiary or pay any Delattber obligation owed to the Company or any othestRcted Subsidiary, (ii) to make loe
or advances to the Company or any other Restristdxidiary or (iii) to transfer any of its Propettythe Company or any other Restricted
Subsidiary.

(b) Notwithstanding the foregoing limitation, th@@pany may, and may permit any Restricted Subsidigrcreate or otherwise cause or
suffer to exist (i) any encumbrance or restrictpamsuant to any agreement in effect on the Issue, g any customary (as conclusively
determined in good faith by the Chief Financiali€df of the Company) encumbrance or restrictiorlieaple to a Restricted Subsidiary that
is contained in an agreement or instrument govegrairrelating to Debt contained in any Credit Fdes or Purchase Money Debt, provided
that such encumbrances and restrictions permiigigbution of funds to the Company in an amouuffisient for the Company to make the
timely payment of interest, premium (if any) anéhpipal (whether at stated maturity, by way ofrskéig fund applicable thereto, by way of
any mandatory redemption, defeasance, retiremeamipoirchase thereof, including upon the occurreficesignated events or circumstances
or by virtue of acceleration upon an event of diéfaw by way of redemption or retirement at theiop of the holder of the Debt, including
pursuant to offers to purchase) according to thagef this Indentur
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and the Securities and other Debt that is solelgldigation of the Company, but provided furtheaittbuch agreement may nevertheless
contain customary (as so determined) net wortterbeye, invested capital and other financial covenaustomary (as so determined)
covenants regarding the merger of or sale of adlnyrsubstantial part of the assets of the Compaiayy Restricted Subsidiary, customary
so determined) restrictions on transactions wifttiadtes and customary (as so determined) subotidimg@rovisions governing Debt owed to
the Company or any Restricted Subsidiary, (iii) angumbrance or restriction pursuant to an agreerakting to any Acquired Debt, which
encumbrance or restriction is not applicable to Ragson, or the properties or assets of any Peotiogr, than the Person so acquired, (iv) any
encumbrance or restriction pursuant to an agreesaféatting a refinancing of Debt Incurred pursuanan agreement referred to in clause (i),
(i) or (iii) of this paragraph (b), provided, howar, that the provisions contained in such agre¢msating to such encumbrance or restric
are no more restrictive (as so determined) in aatenal respect than the provisions contained énaiireement the subject thereof, (v) in the
case of clause (iii) of paragraph (a) above, ammumbrance or restriction contained in any secagseement (including a Capital Lease
Obligation) securing Debt of the Company or a Retetd Subsidiary otherwise permitted under thishitdre, but only to the extent such
restrictions restrict the transfer of the Propetipject to such security agreement, (vi) in the adslause (iii) of paragraph (a) above,
customary provisions (A) that restrict the subtettiassignment or transfer of any Property thatlesase, license, conveyance or similar
contract, (B) contained in asset sale or othertasposition agreements limiting the transferhef Property being sold or disposed of pen
the closing of such sale or disposition or (C)iagr agreed to in the ordinary course of businessrelating to any Debt, and that do not,
individually or in the aggregate, detract from #tadue of Property of the Company or any RestriGatisidiary in any manner material to the
Company or any Restricted Subsidiary,

(vii) any encumbrance or restriction with respecatRestricted Subsidiary imposed pursuant to aseagent which has been entered into for
the sale or disposition of all or substantiallycflthe Capital Stock or Property of such Restdcabsidiary, provided that the consummation
of such transaction would not result in a Defauléio Event of Default, that such restriction teratés if such transaction is abandoned and
that the consummation or abandonment of such tetinsaoccurs
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within one year of the date such agreement waseaghteto, and (viii) any encumbrance or restrictiamsuant to this Indenture and the
Securities.

SECTION 1014. Limitation on Liens.

The Company shall not, and shall not permit anytiiesd Subsidiary to, directly or indirectly, Incar suffer to exist any Lien on or with
respect to any Property now owned or acquired #iteissue Date to secure any Debt without makingausing such Restricted Subsidiary
to make, effective provision for securing the Sé@g (x) equally and ratably with such Debt astich Property for so long as such Debt will
be so secured or (y) in the event such Debt is Detite Company or a Guarantor which is subordiiratgght of payment to the Securities or
the applicable Restricted Subsidiary Guaranteer poisuch Debt as to such Property for so longuab Debt will be so secured.

The foregoing restrictions shall not apply to:L#ns existing on the Issue Date and securing Detsttanding on the Issue Date or Incurred
by the Company or a Restricted Subsidiary on ar alfte Issue Date pursuant to any Credit Facilityecure Debt permitted to be Incurred by
the Company or such Restricted Subsidiary pursteacituse (ii) of paragraph (b) under Section 10t iens securing Debt in an amount
which, together with the aggregate amount of Deéhtoutstanding or available under all Credit Fgedl (together with all refinancing Debt
then outstanding or available pursuant to clausi ¢f paragraph (b) of Section 1010 in respecbefbt previously Incurred under Credit
Facilities), does not exceed 1.5 times the Compabghsolidated Cash Flow Available for Fixed Charfge the four full fiscal quarters
preceding the Incurrence of such Lien for which@mnpany's consolidated financial statements aadadle, determined on a pro forma
basis as if such Debt had been Incurred and theepds thereof had been applied at the beginnisgalf four fiscal quarters; (iii) Liens in
favor of the Company or any Restricted Subsidiprgyided, however, that any subsequent issue onsfieaof Capital Stock or other event
that results in any such Restricted Subsidiaryingas be a Restricted Subsidiary or any subsequansfer of the Debt secured by any such
Lien (except to the Company or a Restricted Suasijlishall be deemed, in each case, to constheténturrence of such Lien by the issuer
thereof; (iv) Liens Incurred by the Company or &fReted Subsidiary to secure Purchase Money Detmbitted to be Incurred by the
Company or suc
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Restricted Subsidiary pursuant to clause (iii) afggraph (b) under Section 1010, provided thatsaich Lien may not extend to any Property
other than the Telecommunications/IS Assets irstatonstructed, acquired, leased, developed aoiwed with the proceeds of such
Purchase Money Debt and any improvements or accestiereto (it being understood that all Debtrip single lender or group of related
lenders or outstanding under any single creditifacand in any case relating to the same groupotiection of Telecommunications/IS
Assets financed thereby, shall be considered desiigrchase Money Debt, whether drawn at one tinfeom time to time); (v) Liens to
secure Acquired Debt, provided that (a) such Ligaches to the acquired Property prior to the tifiélne acquisition of such Property and (b)
such Lien does not extend to or cover any othepétty; (vi) Liens to secure Debt Incurred to refine, in whole or in part, Debt secured by
any Lien referred to in the foregoing clauses({¥), and (v) or this clause (vi) so long as suchriLdoes not extend to any other Property (
than improvements and accessions to the origirggdd?ty) and the principal amount of Debt so secisenbt increased except as otherwise
permitted under clause (viii) of paragraph (b) e€®on 1010 or clause (ix) of Section 1011; (viig¢hs not otherwise permitted by the
foregoing clauses (i) through (vi) securing Debamaggregate amount not to exceed 5% of the Coytgp@onsolidated Tangible Assets;
(viii) Liens granted after the Issue Date pursuarthis Section 1014 to secure the Securities; and

(i) Permitted Liens.

SECTION 1015. Limitation on Sale and Leaseback Jaations.

The Company shall not, and shall not permit anytfit@sd Subsidiary to, directly or indirectly, eniato, assume, Guarantee or otherwise
become liable with respect to any Sale and Leagebansaction, unless (i) the Company or such Réstr Subsidiary would be entitled to
Incur (a) Debt in an amount equal to the Attriblgaalue of the Sale and Leaseback Transactiorupntdo Section 1010 and (b) a Lien
pursuant to Section 1014, equal in amount to thabAttable Value of the Sale and Leaseback Traiwaatithout also securing the
Securities, and (ii) the Sale and Leaseback Traioseis treated as an Asset Disposition and alhefconditions of Section 1016 (including
the provisions concerning the application of Net#able Proceeds) are satisfied with respect tb Sade and Leaseback Transaction, tre:
all of the consideration received in such Salelagabeback Transaction as Net Available Proceedsuigroses of such Section 10
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SECTION 1016. Limitation on Asset Dispositions.

The Company shall not, and shall not permit anytiResd Subsidiary to, make any Asset Dispositiatess: (i) the Company or the
Restricted Subsidiary, as the case may be, receoresderation for such disposition at least etu#ihe Fair Market Value for the Property
sold or disposed of as determined by the Boardigdibrs in good faith and evidenced by a BoardoRei®n filed with the Trustee; and (ii)
at least 75% of the consideration for such dispwsitonsists of cash or Cash Equivalents or thenagton of Debt of the Company or any
Restricted Subsidiary (other than Debt that is stibated to the Securities or any applicable Retsii Subsidiary Guarantee) and release of
the Company and all Restricted Subsidiaries frdriaddility on the Debt assumed (or if less tha®3he remainder of such consideration
consists of Telecommunications/IS Assets); providedvever, that, to the extent such dispositiomimes Special Assets, all or any portion
of the consideration may, at the Company's electionsist of Property other than cash, Cash Eqgiita) the assumption of Debt or
Telecommunications/IS Assets.

The Net Available Proceeds (or any portion theréwfin Asset Dispositions may be applied by the Canypor a Restricted Subsidiary, to
extent the Company or such Restricted Subsidiast&lor is required by the terms of any Debt)1¢lthe permanent repayment or reduction
of Debt then outstanding under any Credit Facititythe extent such Credit Facility would requivels application or prohibit payments
pursuant to the Offer to Purchase described ifid@ving paragraph (other than Debt owed to thenpany or any Affiliate of the

Company); or (2) to reinvest in TelecommunicatitBgssets (including by means of an InvestmentdéteGommunications/IS Assets by a
Restricted Subsidiary with Net Available Proceestsived by the Company or another Restricted Siavg)d

Any Net Available Proceeds from an Asset Dispositiot applied in accordance with the precedinggragh within 360 days (or, in the case
of a disposition of Special Assets identified iaude (a) of the definition thereof in which the Retilable Proceeds exceed $500,000,000,
540 days) from the date of the receipt of suchM&tilable Proceeds shall constitute "Excess Prazé&tlhen the aggregate amount of
Excess Proceeds exceeds $10,000,000, the Compkuie wequired to make an Offer to Purchase witthdixcess Proceeds on a pro rata
basis according t
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principal amount (or, in the case of Debt issued discount, the then- Accreted Value) for (x) @argling Securities at a price in cash equal
to 100% of the principal amount of the Securitiaghte purchase date plus accrued and unpaid in{g@raay) thereon (subject to the right of
Holders of record on the relevant record date ¢eike interest due on the relevant interest paymat#) and (y) any other Debt of the
Company or any Guarantor that is pari passu wighSbcurities, or any Debt of a Restricted Subsidizat is not a Guarantor, at a price no
greater than 100% of the principal amount therdas pccrued and unpaid interest (if any) to thepase date (or 100% of the then-Accreted
Value plus accrued and unpaid interest (if anyh#opurchase date in the case of original isswmdig Debt), to the extent, in the case of this
clause (y), required under the terms thereof (dtem Debt owed to the Company or any Affiliatatef Company). To the extent there are
any remaining Excess Proceeds following the conguiaif the Offer to Purchase, the Company shallyappch Excess Proceeds to the
repayment of other Debt of the Company or any Réstt Subsidiary, to the extent permitted or reegliunder the terms thereof. Any other
remaining Excess Proceeds may be applied to angaudetermined by the Company which is not otherpishibited by this Indenture, and
the amount of Excess Proceeds shall be resetado zer

The Company and the Trustee shall perform thepeetsve obligations for the Offer to Purchase ax#jed in the Offer. Prior to the
Purchase Date, the Company shall (i) accept fomeay Securities or portions thereof tendered puntstaethe Offer, (i) irrevocably deposit
with the Paying Agent (or, if the Company is actawits own Paying Agent, segregate and hold st s provided in Section 1003) money
sufficient to pay the Purchase Price of all Semgior portions thereof so accepted (providedgbhah deposit may be made no later than
11:00 A.M. New York City time on the Purchase Difitbe Company elects) and (iii) deliver or causdé delivered to the Trustee all
Securities so accepted together with an Officeestificate stating the Securities or portions tloéccepted for payment by the Company.
The Paying Agent shall promptly mail or deliveiHolders of Securities so accepted payment in aruatrequal to the Purchase Price, and
the Trustee shall promptly authenticate and madlediver to such Holders a new Security or Se@sigqual in principal amount to any
unpurchased portion of the Security surrenderege@sested by the Holder. Any Security not accefiiegayment shall be promptly mailed
or delivered by the Company to the Holi
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thereof. In the event that the aggregate Purchase B less than the amount delivered by the Campa the Trustee or the Paying Agent,
Trustee or the Paying Agent, as the case may b#,ddiver the excess to the Company immediatéibr dhe Purchase Date.

Not later than the date upon which written notitarm Offer to Purchase is delivered to the Trudtee Company shall deliver to the Trus
an Officers' Certificate as to (i) the amount af @ffer, (ii) the allocation of the Net Availabledeeeds from the Asset Disposition pursual
which such Offer is being made and (iii) the coraptie of such allocation with the provisions of thection 1016.

In the event that the Company makes an Offer tolge the Securities, the Company shall comply avithapplicable securities laws and
regulations, including any applicable requiremaitSection 14(e) of, and Rule 14e-1 under, the Brge Act. To the extent that the
provisions of any securities laws or regulationsfict with provisions of this Section, the Compastyall comply with the applicable
securities laws and regulations and shall not leengel to have breached its obligations under thiti@eby virtue thereof.

SECTION 1017. Limitation on Issuance and Salesayital Stock oRestricted Subsidiaries.

The Company shall not, and shall not permit anytfitdsd Subsidiary to, issue, transfer, convey, @ebtherwise dispose of any shares of
Capital Stock of a Restricted Subsidiary or semgitonvertible or exchangeable into, or optiorerants, rights or any other interest with
respect to, Capital Stock of a Restricted Subsid@miany Person other than the Company or a ResdriBubsidiary except (i) a sale of all of
the Capital Stock of such Restricted Subsidiary esviby the Company and any Restricted Subsidiatyctiraplies with the provisions of
Section 1016 to the extent such provisions app)yin(a transaction that results in such Restdcsaibsidiary becoming a Joint Venture,
provided (x) such transaction complies with thevigions of Section 1016 to the extent such prowisiapply and (y) the remaining interes
the Company or any other Restricted Subsidiarypahsloint Venture would have been permitted assaRestricted Payment or Permitted
Investment under the provisions of Section 101 tlie issuance, transfer, conveyance, sale @rattsposition of shares of such Restricted
Subsidiary so long as after giving effect to suems$action such Restricted Subsidiary remains &iRes!
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Subsidiary and such transaction complies with tie@ipions of Section 1016 to the extent such piowss apply, (iv) the transfer, conveyan
sale or other disposition of shares required byiegige law or regulation, (v) if required, theussice, transfer, conveyance, sale or other
disposition of directors' qualifying shares, (vilsfualified Stock issued in exchange for, or uponversion of, or the proceeds of the issui
of which are used to refinance, shares of DisgealiStock of such Restricted Subsidiary, providet the amounts of the redemption
obligations of such Disqualified Stock shall notead the amounts of the redemption obligationamd, such Disqualified Stock shall have
redemption obligations no earlier than those regliby, the Disqualified Stock being exchanged, etied or refinanced, (vii) in a transact
where the Company or a Restricted Subsidiary aeguit the same time not less than its Proportidnggeest in such issuance of Capital
Stock,

(viii) Capital Stock issued and outstanding onldsie Date, (ix) Capital Stock of a Restricted &libsy issued and outstanding prior to the
time that such Person becomes a Restricted Sulysftidong as such Capital Stock was not issuediriemplation of such Person's
becoming a Restricted Subsidiary or otherwise baaguired by the Company and (x) an issuance défPeel Stock of a Restricted
Subsidiary (other than Preferred Stock convertilolexchangeable into Common Stock of any RestriStausidiary) otherwise permitted by
this Indenture. In the event of (a) the consummatiba transaction referred to in any of the foirgalauses that results in a Guarantor no
longer being a Restricted Subsidiary and (b) trexetion and delivery of a supplemental indentumipling for such release in form
satisfactory to the Trustee, any such Guarantdt lsbaeleased from all its obligations under iessRicted Subsidiary Guarantee.

SECTION 1018. Transactions with Affiliates.

The Company shall not, and shall not permit angsoRestricted Subsidiaries to, directly or indthgcsell, lease, transfer, or otherwise
dispose of any of its Property to, or purchaseRioperty from, or enter into any contract, agreamamderstanding, loan, advance, Guara
or transaction (including the rendering of servjagsh or for the benefit of, any Affiliate (eacli the foregoing, an "Affiliate Transaction"),
unless (a) such Affiliate Transaction or serieé\filiate Transactions is (i) in the best intere$the Company or such Restricted Subsidiary
and (ii) on terms that are no less favorable toaGhmpany or such Restricted Subsidiary than thoest
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would have been obtained in a comparable arm'sHengnsaction by the Company or such Restrictdabidiary with a Person that is not an
Affiliate (or, in the event that there are no comglde transactions involving Persons who are néitidtes of the Company or the relevant
Restricted Subsidiary to apply for comparative pggs, is otherwise on terms that, taken as a wh@eéZompany has determined to be fa
the Company or the relevant Restricted Subsidiang) (b) the Company delivers to the Trustee (ihwdéispect to any Affiliate Transaction or
series of Affiliate Transactions involving aggregagayments in excess of $10,000,000 but less th&0®0,000, a certificate of the chief
executive, operating or financial officer of ther@gany evidencing such officer's determination thath Affiliate Transaction or series of
Affiliate Transactions complies with clause (a) ed@nd (ii) with respect to any Affiliate Transactior series of Affiliate Transactions
involving aggregate payments equal to or in exoé$45,000,000, a Board Resolution certifying thath Affiliate Transaction or series of
Affiliate Transactions complies with clause (a) eb@and that such Affiliate Transaction or serieé\filliate Transactions has been approved
by the Board of Directors, including a majoritytbe disinterested members of the Board of Direcfmevided that, in the event that there
shall not be at least two disinterested membetBeoBoard of Directors with respect to the Affidafransaction, the Company shall, in
addition to such Board Resolution, file with thai3tee a written opinion from an investment banKimg of national standing in the United
States which, in the good faith judgment of the f8azf Directors, is independent with respect to@mmpany and its Affiliates and qualified
to perform such task, which opinion shall be to¢ffect that the consideration to be paid or res@ivn connection with such Affiliate
Transaction is fair, from a financial point of viete the Company or such Restricted Subsidiary.

Notwithstanding the foregoing, the following shadit be deemed Affiliate Transactions: (i) any ergpient agreement entered into by
Company or any of its Restricted Subsidiaries endrdinary course of business and consistent withstry practice; (i) any agreement or
arrangement with respect to the compensation akatdr or officer of the Company or any Restric&ebsidiary approved by a majority of
the disinterested members of the Board of Direcois consistent with industry practice; (iii) trangons between or among the Company
and its Restricted Subsidiaries, provided that woenthan 5% of the Voting Stock (on a fully diluteasis) of any suc
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Restricted Subsidiary is owned by an Affiliate lo¢ tCompany (other than a Restricted Subsidiany);Restricted Payments and Permitted
Investments permitted by Section 1012 (other timmedtments in Affiliates that are not the CompaniRestricted Subsidiaries); (v)
transactions pursuant to the terms of any agreearearrangement as in effect on the Issue Date{\d@httansactions with respect to wireline
or wireless transmission capacity, the lease aiirglpar other use of cable or fiber optic linesyiggnent, rights- ofwvay or other access righ
between the Company (or any Restricted Subsidarg)any other Person, provided that, in the cafiei®tlause

(vi), such transaction complies with clause (athimimmediately preceding paragraph.

SECTION 1019. Limitation on Designations of Unrated Subsidiaries.

The Company shall not designate any Subsidiarie@fdompany (other than a newly created Subsidmawhich no Investment has
previously been made) as an "Unrestricted Subsitliarder this Indenture (a "Designation”) unless:

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

(b) immediately after giving effect to such Desitjom, the Company would be able to Incur $1.00 ebbDunder paragraph (a) of Section
1010; and

(c) the Company would not be prohibited under amyigion of this Indenture from making an Investinanthe time of Designation
(assuming the effectiveness of such Designatioapiamount (the "Designation Amount") equal togbgtion (proportionate to the
Company's equity interest in such Restricted Sudosiflof the Fair Market Value of the net assetsuth Restricted Subsidiary on such date.

In the event of any such Designation, the Compé&iayl e deemed to have made an Investment comsgtatRestricted Payment pursuant to
Section 1012 for all purposes of this Indenturéhim Designation Amount; provided, however, thagrup Revocation of any such
Designation of a Subsidiary, the Company shalldented to continue to have a permanent "Investmemti Unrestricted Subsidiary of an
amount (if positive) equal to (i) the Company'svéstment” in such Subsidiary at the time of suctdRation less (ii) the portion
(proportionate to th
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Company's equity interest in such Subsidiary) effair Market Value of the net assets of such $lidryi at the time of such Revocation. At
the time of any Designation of any Subsidiary atJarestricted Subsidiary, such Subsidiary shallavah any Capital Stock of the Company
or any Restricted Subsidiary. In addition, neittmer Company nor any Restricted Subsidiary shahgttime

(x) provide credit support for, or a Guaranteeaply Debt of any Unrestricted Subsidiary (includary undertaking, agreement or instrument
evidencing such Debt); provided that the Compang Bestricted Subsidiary may pledge Capital StodRebt of any Unrestricted Subsidie
on a nonrecourse basis such that the pledgee haaimowhatsoever against the Company other thaftain such pledged Capital Stock or
Debt, (y) be directly or indirectly liable for aidebt of any Unrestricted Subsidiary or (z) be diseor indirectly liable for any Debt which
provides that the holder thereof may (upon notigese of time or both) declare a default thereocamise the payment thereof to be
accelerated or payable prior to its final scheduhedurity upon the occurrence of a default wittpezs to any Debt, Lien or other obligation
of any Unrestricted Subsidiary (including any rightake enforcement action against such Unresttiubsidiary), except in the case of
clause (x) or (y) to the extent permitted undentidas 1012 and 1018.

Unless Designated as an Unrestricted SubsidiagyyPanson that becomes a Subsidiary of the Compd@hpenclassified as a Restricted
Subsidiary; provided, however, that such Subsidiuall not be designated as a Restricted Subsidrayshall be automatically classified as
an Unrestricted Subsidiary if either of the requients set forth in clauses (a) and (b) of the imatety following paragraph will not be
satisfied immediately following such classificatidxcept as provided in the first sentence of 8astion 1019, no Restricted Subsidiary may
be redesignated as an Unrestricted Subsidiary.

A Designation may be revoked (a "Revocation") lBoard Resolution delivered to the Trustee, provithed the Company will not make any
Revocation unless:

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

(b) all Liens and Debt of such Unrestricted Sulasidoutstanding immediately following such Revoeativould, if Incurred at such time,
have

been
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permitted to be Incurred at such time for all pwgmof this Indenture.

All Designations and Revocations must be evidefgeBoard Resolutions delivered to the Trusteedijifying compliance with the
foregoing provisions and (i) giving the effectidate of such Designation or Revocation, such defiteethe Trustee to occur within 45 days
after the end of the fiscal quarter of the Compianyhich such Designation or Revocation is madeifothe case of a Designation or
Revocation made during the last fiscal quartehef€ompany's fiscal year, within 90 days afterethe of such fiscal year). Upon Designai
of a Restricted Subsidiary as an Unrestricted Slidnsi in compliance with this Section 1019, suclstReted Subsidiary shall, by delivery ¢
supplemental indenture providing for such releadelim satisfactory to the Trustee, be releaseah fany Restricted Subsidiary Guarantee
previously made by such Subsidiary.

ARTICLE ELEVEN
REDEMPTION OF SECURITIES
SECTION 1101. Right of Redemption.

The Securities will be subject to redemption atdgpgon of the Company, in whole or in part, at &éinye or from time to time, upon not less

than 30 nor more than 60 days' prior notice, ortéhms and at the redemption prices (expressedrasmtages of principal amount) set forth
in the second and third paragraphs on the revédise dorm of Security, plus accrued and unpaidrest thereon (if any) to the Redemption
Date (subject to the right of Holders of recordtioa relevant record date to receive interest dugn@melevant interest payment date).

SECTION 1102. Applicability of Article.

This Article shall govern any redemption of the &#&@s pursuant to
Section 1101.

SECTION 1103. Election to Redeem; Notice to Trustee

The election of the Company to redeem any Secsijitigsuant to Section 1101 shall be evidencedByaad Resolution. The Company sh
at least 60 days prior to the Redemption Date flxethe Company (unless a shorter notice shalbhisfactory to the Trustee), notify tl
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Trustee of such Redemption Date and of the prim@peount of Securities to be redeemed and shailatelo the Trustee such documentation
and records as shall enable the Trustee to sble@&ecurities to be redeemed pursuant to

Section 1104. Such notice shall be accompaniedt®yficers’ Certificate and an Opinion of Counsehfi the Company to the effect that
such redemption will comply with the conditions &iet

SECTION 1104. Selection by Trustee of SecuritieBedRedeemed.

If less than all the Securities are to be redeentedparticular Securities to be redeemed shalected not more than 60 days prior to the
Redemption Date by the Trustee, from the Outstan8iecurities not previously called for redemptionzompliance with the requirements of
the principal national securities exchange, if amywhich the Securities are listed, or, if the B&i@s are not so listed, on a pro rata basis, by
lot or by such other method as the Trustee shelindi@ir and appropriate and which may provide lier $election for redemption of portions
of the principal of Securities; provided, howewb@t no such partial redemption shall reduce thiigoof the principal amount of a Security
not redeemed to less than $1,000.

The Trustee shall promptly notify the Company iriting of the Securities selected for redemption,andhe case of any Securities selected
for partial redemption, the principal amount théreobe redeemed.

For all purposes of this Indenture, unless theedritherwise requires, all provisions relatingegdemption of Securities shall relate, in the
case of any Security redeemed or to be redeemgdropéurt, to the portion of the principal amoufsach Security which has been or is tc
redeemed.

SECTION 1105. Notice of Redemption.

Notice of redemption shall be given in the manmewjaled for in Section 106 not less than 30 norertban 60 days prior to the Redempi
Date, to each Holder of Securities to be redeemed.

Each notice of redemption shall state:

(1) the Redemption Dat
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(2) the Redemption Price and the amount of accintedest to the Redemption Date payable as provit&dction 1107, if any,

(3) if less than all Outstanding Securities arbéaedeemed, the identification (and, in the cdsepartial redemption, the principal amounts)
of the particular Securities to be redeemed,

(4) in case any Security is to be redeemed ingudyt, that on and after the Redemption Date, uporesder of such Security, the Holder will
receive, without charge, a new Security or Se@agitif authorized denominations for the principaban thereof remaining unredeemed,

(5) that on the Redemption Date the RedemptioreRend unpaid and accrued interest, if any, tdRbddemption Date payable as provided in
Section 1107) will become due and payable upon sach Security, or the portion thereof, to be retked and that, unless the Company
defaults in making such redemption payment or thestBe or the Paying Agent is prohibited from mglsach payment, interest thereon will
cease to accrue on and after said date, and

(6) the place or places where such Securitiesoabe presented and surrendered for payment ofederRption Price and accrued interest, if
any.

Notice of redemption of Securities to be redeemnateelection of the Company shall be given byGleenpany or, at the Company's requ
by the Trustee in the name and at the expensee@@dmpany.

SECTION 1106. Deposit of Redemption Price.

On or prior to any Redemption Date (and if on amg@&nption Date, before 11:00 A.M. New York City éinon such date), the Company
shall deposit with the Trustee or with a Paying #tger, if the Company is acting as its own Paylagent, segregate and hold in trust as
provided in Section 1003) an amount of money sidgfficto pay the Redemption Price of, and unpaidauiued interest (subject to the right
of Holders of record on the relevant record dateteive interest due on the relevant interest gaymate) on, all the Securities which are to
be redeemed on that da
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SECTION 1107. Securities Payable on Redemption.Date

Notice of redemption having been given as aforesha Securities so to be redeemed shall, on thlemRption Date, become due and pay:
at the Redemption Price therein specified (togethttr unpaid and accrued interest, if any, to tleel@nption Date), and from and after such
date (unless the Company shall default in the paymithe Redemption Price and accrued intereitei rustee or the Paying Agent shall
prohibited from making such payment) such Secugriiteall cease to bear interest. Upon surrendamyo$ach Security for redemption in
accordance with said notice, such Security shafldié by the Company at the Redemption Price, tegetith unpaid and accrued interest, if
any, to the Redemption Date; provided, howevet,itisallments of interest whose Stated Maturitgrisor prior to the Redemption Date sl
be payable to the Holders of such Securities, erammmore Predecessor Securities, registered asastiee close of business on the relevant
Record Dates according to their terms and the pians of Section 307.

If any Security called for redemption shall notdwepaid upon surrender thereof for redemptionptireipal (and premium, if any) shall, ur
paid, bear interest from the Redemption Date atdteeborne by the Securities.

SECTION 1108. Securities Redeemed in Part.

Any Security which is to be redeemed only in paglsbe surrendered at the office or agency ofGbmpany maintained for such purpose
pursuant to

Section 1002 (with, if the Company or the Trusteeexjuires, due endorsement by, or a written ins¢nt of transfer in form satisfactory to
the Company and the Trustee duly executed by, thded thereof or such Holder's attorney duly auttest in writing), and the Company

shall execute, and the Trustee shall authenticatedaliver to the Holder of such Security withoetdce charge, a new Security or Securities,
of any authorized denomination as requested by Bladtter, in aggregate principal amount equal to iarekchange for the unredeemed
portion of the principal of the Security so surreretl.

ARTICLE TWELVE

DEFEASANCE AND COVENANT DEFEASANCE
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SECTION 1201. Company's Option to Effect Defeasama@ovenanDefeasance.

The Company may, at its option by Board Resolutidrgny time, with respect to the Securities, diettave either Section 1202 or Section
1203 be applied to all Outstanding Securities upmmpliance with the conditions set forth belowhistArticle Twelve.

SECTION 1202. Defeasance and Discharge.

Upon the Company's exercise under Section 1204eofption applicable to this Section 1202, the Camypshall be deemed to have been
discharged from its obligations with respect toGlitstanding Securities on the date the conditsetdorth in Section 1204 are satisfied
(hereinafter, "defeasance"). For this purpose, siegdbasance means that the Company shall be deerhate paid and discharged the entire
indebtedness represented by the Outstanding Sesurithich shall thereafter be deemed to be "Oudistg" only for the purposes of Section
1205 and the other Sections of this Indenture redeto in clauses (A) and (B) below, and to hatsstad all its other obligations under such
Securities and this Indenture insofar as such S&=uare concerned (and the Trustee, at the erpafithe Company, shall execute proper
instruments acknowledging the same), except fofdh@wing which shall survive until otherwise teimated or discharged hereunder: (A) the
Company's obligations with respect to such Seesritinder Sections 304, 305, 306, 1002 and 100&hendompany's rights under Section
1101, (B) rights of Holders to receive payment ofgpal of, premium, if any, and interest on si8#curities (but not the Purchase Price
referred to under Section 1009 or 1016) and arhtsigf the Holders with respect to such amountsti{€ rights, obligations and immunities
of the Trustee under the Indenture and (D) thischerfTwelve. Subject to compliance with this Arécfwelve, the Company may exercise its
option under this Section 1202 notwithstandingghier exercise of its option under Section 120%wéspect to the Securities. If the
Company exercises its option under this Sectior2128ch Guarantor, if any, shall be released fribitsabligations under its Restricted
Subsidiary Guarantee.

SECTION 1203. Covenant Defeasance.

Upon the Company's exercise under Section 1204eofption applicable to this Section 1203, the Camypshall be released from its
obligations under any covenant contail
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in Sections 801(3), (4) and (5), in Sections 8@R)5] 1006 and 1007 and Sections 1009 through 18d %ram the operation of Sections 501
(6), (7). (8),

(9) and (10) (but, in the case of Sections 501@) @0), with respect only to Significant Subsidia}, with respect to the Outstanding
Securities on and after the date the conditionfostt below are satisfied (hereinafter, "covendefeasance”), and the Securities shall
thereafter be deemed not to be "Outstanding” feptirposes of any direction, waiver, consent, datitsn or other Act of Holders (and the
consequences of any thereof) in connection with gwovisions, but shall continue to be deemed "tanting” for all other purposes
hereunder. For this purpose, such covenant defeasaeans that, with respect to the Outstandingr8iesi,ithe Company may omit to
comply with and shall have no liability in respe€tany term, condition or limitation set forth inyasuch provision, whether directly or
indirectly, by reason of any reference elsewhereihd@o any such provision or by reason of anyrefee in any such provision to any other
provision herein or in any other document and sauofssion to comply shall not constitute a Defaulan Event of Default under Section 501
(3), (4), (5), (6), (7), (8), (9) or (10) (but, the case of

Section 501(9) or (10), with respect only to Sigrifit Subsidiaries) but, except as specified abineeremainder of this Indenture and such
Securities shall be unaffected thereby. If the Canypexercises its option under this

Section 1203, each Guarantor, if any, shall beasgld from all its obligations under its Restrickbsidiary Guarantee.

SECTION 1204. Conditions to Defeasance or CovebDafitasance.
The following shall be the conditions to applicatiof either Section 1202 or Section 1203 to thes@uiding Securities:

(1) The Company shall irrevocably have depositedanised to be deposited with the Trustee (or angtiigtee satisfying the requirements of
Section 608 who shall agree to comply with the fwions of this Article Twelve applicable to it) aisst funds in trust for the purpose of
making the following payments, specifically pledgedsecurity for, and dedicated solely to, the fieokthe Holders of such Securities, at
any time prior to the Maturity of the Securitie8) fnoney in an amount, or (B) Government Securitibgch through the payment of interest
and principal will provide, not later than one dmfore the due date of payment in respect of tlerBis, mone)
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in an amount, or (C) a combination thereof, suéfitj in the opinion of a nationally recognized fiofnindependent public accountants
expressed in a written certification thereof deladbto the Trustee, to pay and discharge the pa@hcif (and premium, if any, on) and interest
on, the Outstanding Securities on the Stated Mat(oir Redemption Date, if applicable) of such pijpal (and premium, if any) or installme

of interest; provided that the Trustee (or sucteptiustee) shall have been irrevocably instruategriting to apply such money or the
proceeds of such Government Securities to said paggwith respect to the Securities. Before sudapmsit, the Company may give to the
Trustee, in accordance with Section 1103, a natiées election to redeem all of the Outstanding8iies at a future date in accordance with
Article Eleven, which notice shall be irrevocalfieich irrevocable redemption notice, if given, sballgiven effect in applying the foregoing.

(2) No Default or Event of Default with respecti@ Securities shall have occurred and be continomthe date of such deposit or, insofe
paragraphs (9) and (10) of Section 501 are condewith respect to the Company, at any time durirggderiod ending on the 123rd day after
the date of such deposit (it being understoodttiiatcondition shall not be deemed satisfied uh#l expiration of such period).

(3) Such defeasance or covenant defeasance shalquit in a breach or violation of, or constitatdefault under, this Indenture or any other
agreement or instrument to which the Company iartypr by which it is bound.

(4) In the case of an election under Section 1882 Company shall have delivered to the Truste®ginion of Counsel stating that (x) the
Company has received from, or there has been |gloliby, the Internal Revenue Service a rulingybsifice the date of this Indenture, there
has been a change in the applicable federal indarlaw, in either case to the effect that, andedabereon such opinion shall confirm that,
the Holders of the Outstanding Securities will retognize income, gain or loss for federal incomepurposes as a result of such defeasanct
and will be subject to federal income tax on thmas@amounts, in the same manner and at the same dsngould have been the case if such
defeasance had not occurred.

(5) In the case of an election under Section 1#@Company shall have delivered to the Truste®@inion of Counsel to the effect that the
Holders of the Outstandir
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Securities will not recognize income, gain or lémsfederal income tax purposes as a result of segkenant defeasance and will be subject to
federal income tax on the same amounts, in the saammer and at the same times as would have beaagie if such covenant defeasance
had not occurred.

(6) The Company shall have delivered to the Truate®fficers' Certificate and an Opinion of Counselch stating that all conditions
precedent provided for relating to either the ded@ae under Section 1202 or the covenant defeasadee Section 1203 (as the case ma
have been complied with.

(7) The Company shall have delivered to the Truate®pinion of Counsel acceptable to the Trustekedeffect that such defeasance will
result in the trust relating thereto or the Trudieang subject to regulation under the Investmeasrh@any Act of 1940.

SECTION 1205. Deposited Money and Government Seesitio Be Held imTrust; Other Miscellaneous Provisions.

Subject to the provisions of the last paragrap8extion 1003, all money and Government Securitiesuding the proceeds thereof)
deposited with the Trustee (or other qualifyingstee, collectively for purposes of this Section3,28e "Trustee") pursuant to Section 1204
in respect of the Outstanding Securities shallddd i trust and applied by the Trustee, in accecdawith the provisions of such Securities
and this Indenture, to the payment, either direatlthrough any Paying Agent (including the Compaating as its own Paying Agent) as the
Trustee may determine, to the Holders of such $&iof all sums due and to become due thereoespect of principal, premium, if any,
and interest, but such money need not be segreffatacbther funds except to the extent requiredaldyor to the extent the Company acts as
its own Paying Agent.

The Company shall pay and indemnify the Trustee(dragpplicable) its officers, directors, employes®l agents against any tax, fee or other
charge imposed on or assessed against the GoverS@eurities deposited pursuant to

Section 1204 or the principal and interest receina@spect thereof other than any such tax, festhwr charge which by law is for the
account of the Holders of the Outstanding Secuti



122

Anything in this Article Twelve to the contrary mathstanding, the Trustee shall deliver or payh® €ompany from time to time upon
Company Request any money or Government Secungigsby it as provided in Section 1204 which, ia tpinion of a nationally recogniz
firm of independent public accountants expressexvmitten certification thereof delivered to theuStee, are in excess of the amount thereof
which would then be required to be deposited teatfan equivalent defeasance or covenant defegsamagplicable, in accordance with this
Article Twelve.

SECTION 1206. Reinstatement.

If the Trustee or any Paying Agent is unable toyappy money in accordance with Section 401 or 12pBeason of any order or judgmen
any court or governmental authority enjoining, r@sting or otherwise prohibiting such applicatiticen the Company's and any Guarantor's
obligations under this Indenture and the Securitiesl be revived and reinstated as though no dtelpad occurred pursuant to Section 401,
1202 or 1203, as the case may be, until such tgrieeaTrustee or Paying Agent is permitted to apfilguch money in accordance therewith;
provided, however, that if the Company or any Gotmamakes any payment of principal of, premiunarif/, or interest on any Security
following the reinstatement of its obligations, thempany or such Guarantor shall be subrogatduketoghts of the Holders of such
Securities to receive such payment from the momdy Iy the Trustee or Paying Age



IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed, and their retbpe corporate seals to be heret
affixed and attested, all as of the day and yest dibove written.

LEVEL 3 COMMUNICATIONS, INC.
By:

/'s/ R Dougl as Bradbury

Narme: R Dougl as Bradbury
Title: Executive Vice

Presi dent and

Chi ef Financial Oficer

Attest:

/sl Terrence J. Ferguson

Name: Terrence J. Ferguson
Title: Senior Vice President

IBJ SCHRODER BANK & TRUST COMPANY,

as Trustee
By:
Name:
Title:
Attest:
Name:

Title:



IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed, and their retbpe corporate seals to be heret
affixed and attested, all as of the day and yest dibove written.

LEVEL 3 COMMUNICATIONS, INC.

By:
Name:
Title:
Attest:
Name:
Title:

IBJ SCHRODER BANK & TRUST COMPANY, as Trustee
By:

/sl Terence Raw i ns

Name: TERENCE RAWLI NS
Title: ASS|I STANT VI CE PRES| DENT

Attest: /s/ Barbara MO uskey

Name: BARBARA MCCLUSKEY
Title: Assistant Secretary



EXHIBIT A

Form of Face of Security

[If a Global Security, then insert:] THIS SECURITS A GLOBAL SECURITY WITHIN THE MEANING OF THE INDBNTURE
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE N OF A DEPOSITORY OR A NOMINEE OF A DEPOSITORY (
A SUCCESSOR DEPOSITORY. THIS SECURITY IS NOT EXCH&NABLE FOR SECURITIES REGISTERED IN THE NAME OF A
PERSON OTHER THAN THE DEPOSITORY OR ITS NOMINEE EKET IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE
INDENTURE, AND NO TRANSFER OF THIS SECURITY (OTHERHAN A TRANSFER OF THIS SECURITY AS A WHOLE BY THE
DEPOSITORY TO A NOMINEE OF THE DEPOSITORY OR BY AOMINEE OF THE DEPOSITORY TO THE DEPOSITORY OR
ANOTHER NOMINEE OF THE DEPOSITORY) MAY BE REGISTEREEXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED
IN THE INDENTURE.

[If a Global Security, then insert:] UNLESS THIS REIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTAE OF THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATIONTC"), TO THE COMPANY OR ITS AGENT FOR
REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, ANBNY CERTIFICATE ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTHEY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY
PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO AP
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNEREREOF, CEDE & CO., HAS AN INTEREST HEREIN.

[Private Placement Legend]

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SBRITIES ACT OF 1933, AS AMENDED (THE "SECURITIES
ACT"). THE HOLDER HEREOF, BY PURCHASING THIS SECURY, AGREES FOR THE BENEFIT OF THE COMPANY THAT THIS
SECURITY MAY NOT BE RESOLD, PLEDGED OR OTHERWISE ARISFERRED (X) PRIOR TO THE SECOND ANNIVERSARY OF
THE ISSUANCE HEREOF (OR A PREDECESSOR SECURITY HHRE OR (Y) BY ANY HOLDER THAT WAS AN AFFILIATE OF
THE COMPANY AT ANY TIME DURING THE THREE MONTHS PREEDING THE DATE OF SUCH TRANSFER, IN EITHER CASE
OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS THISECURITY IS ELIGIBLE FOR RESALE PURSUANT TO RULE 4A
UNDER THE SECURITIES ACT ("RULE 144A"), TO A PERSONHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED
INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144APURCHASING FOR ITS OWN ACCOUNT OR FOR THE
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER TO WHOMNOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHER
TRANSFER IS BEING MADE IN RELIANCE ON RULE 144A (ASNDICATED BY THE BOX CHECKED BY THE TRANSFEROR ON
THE CERTIFICATE OF TRANSFER Ol
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THE REVERSE OF THIS SECURITY), (3) IN AN OFFSHORRANSACTION IN ACCORDANCE WITH REGULATION S UNDER
THE SECURITIES ACT (AS INDICATED BY THE BOX CHECKEBY THE TRANSFEROR ON THE CERTIFICATE OF TRANSFER
ON THE REVERSE OF THIS SECURITY), PROVIDED THAT, BUCH TRANSFER IS BEING EFFECTED BY CERTAIN
TRANSFERORS SPECIFIED IN THE INDENTURE (AS DEFINERELOW) PRIOR TO THE DATE THAT IS 40 DAYS FOLLOWING
THE ISSUE DATE, A CERTIFICATE THE FORM OF WHICH MABE OBTAINED FROM THE COMPANY OR THE TRUSTEE IS
DELIVERED BY THE TRANSFEREE TO THE COMPANY AND THERUSTEE, (4) TO AN INSTITUTION THAT IS AN
"ACCREDITED INVESTOR" AS DEFINED IN RULE 501(a)(1}2), (3) OR (7) UNDER THE SECURITIES ACT (AS INDKTED BY
THE BOX CHECKED BY THE TRANSFEROR ON THE CERTIFICATOF TRANSFER ON THE REVERSE OF THIS SECURITY)
THAT IS ACQUIRING THIS SECURITY FOR INVESTMENT PURPSES AND NOT FOR DISTRIBUTION, AND A CERTIFICATE
THE FORM OF WHICH MAY BE OBTAINED FROM THE COMPANYOR THE TRUSTEE IS DELIVERED BY THE TRANSFEREE
TO THE COMPANY AND THE TRUSTEE (PROVIDED THAT CERTIN TRANSFERORS SPECIFIED IN THE INDENTURE MAY
NOT TRANSFER THIS SECURITY PURSUANT TO THIS CLAUSE) PRIOR TO THE DATE THAT IS 40 DAYS FOLLOWING TH
ISSUE DATE), (5) PURSUANT TO AN EXEMPTION FROM RESTRATION UNDER THE SECURITIES ACT PROVIDED BY RULE
144 (IF APPLICABLE) UNDER THE SECURITIES ACT, OR)YBPURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT
UNDER THE SECURITIES ACT, IN EACH CASE IN ACCORDANEWITH ANY APPLICABLE SECURITIES LAWS OF ANY STATI
OF THE UNITED STATES. AN INSTITUTIONAL ACCREDITEDNVESTOR HOLDING THIS SECURITY AGREES IT WILL
FURNISH TO THE COMPANY AND THE TRUSTEE SUCH CERTIEATES AND OTHER INFORMATION AS THEY MAY
REASONABLY REQUIRE TO CONFIRM THAT ANY TRANSFER BYT OF THIS SECURITY COMPLIES WITH THE FOREGOING
RESTRICTIONS. THE HOLDER HEREOF, BY PURCHASING THEECURITY, REPRESENTS AND AGREES FOR THE BENEFIT
OF THE COMPANY THAT IT IS (1) A QUALIFIED INSTITUTONAL BUYER WITHIN THE MEANING OF RULE 144A OR (2) N
INSTITUTION THAT IS AN "ACCREDITED INVESTOR" AS DERNED IN RULE 501(a)(1), (2), (3) OR (7) UNDER THEESURITIES
ACT AND THAT IT IS HOLDING THIS SECURITY FOR INVESMENT PURPOSES AND NOT FOR DISTRIBUTION OR (3) A NON
U.S. PERSON OUTSIDE THE UNITED STATES WITHIN THE MEING OF (OR AN ACCOUNT SATISFYING THE
REQUIREMENTS OF PARAGRAPH (0)(2) OF RULE 902 UNDEREGULATION S UNDER THE SECURITIES ACT.

[If a Physical Security, then insert:] IN CONNECTNQONITH ANY TRANSFER, THE HOLDER WILL DELIVER TO THEREGISTRAR
AND TRANSFER AGENT SUCH CERTIFICATES AND OTHER INFRMATION AS SUCH TRANSFER AGENT MAY REASONABL'
REQUIRE TO CONFIRM THAT THE TRANSFER COMPLIES WITIHHE FOREGOING RESTRICTIONS
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LEVEL 3 COMMUNICATIONS, INC.

9 1/8% Senior Note Due 2008
CUSIP No.

No. [up to] $

Level 3 Communications, Inc., a Delaware corporafiterein called the "Company", which term includay successor Person under the
Indenture hereinafter referred to), for value reedj hereby promises to pay to gstered assigns, the principal sum of
Global Security, then insert: up to] Bdl[if a Global Security, then insert: (the outsliag principal amount of which shall be
reflected in the attached Schedule of Increas@seoreases in Global Security and the records of thstee which, taken together with the
outstanding principal amounts of all other Outstag&ecurities, shall not exceed $2,000,000,0G08eraggregate at any time)] on May 1,
2008, at the office or agency of the Company reféto below, and to pay interest thereon, in cagrriears semiannually on May 1 and
November 1 in each year, commencing on Novemb&898, accruing from April 28, 1998 or from the mostent Interest Payment Date
which interest has been paid or duly provided dbthe rate of 9 1/8% per annum, until the prinkcigaeof is paid or duly provided for. The
Company shall pay interest on overdue principghatrate borne by the Securities, and it shalliptrest on overdue installments of interest
at the same rate to the extent lawful.

[Delete this paragraph if an Exchange Securitygothan a Private Exchange Security).] The Holdéhis Security is entitled to the benefits
of a Registration Agreement, dated as of April 238, between the Company and the Purchasers rthereth (the "Registration
Agreement"). Capitalized terms used in this panalgtaut not defined herein have the meanings assigmihem in the Registration
Agreement. In the event that (i) neither the Exgjea®@ffer Registration Statement nor the Shelf Reggisn Statement has been filed with the
Commission on or prior to the 90th day following tthate of the original issuance of the Securi{i@syeither the Exchange Offer
Registration Statement nor the Shelf Registrati@te®hent has been declared effective on or pridted 50th day following the date of the
original issuance of the Securities, (iii) neittiee Registered Exchange Offer has been consummatdtie Shelf Registration Statement has
been declared effective on or prior to the 180thfdllowing the date of the original issuance of Becurities, or (iv) after the Shelf
Registration Statement has be
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declared effective, such Registration Statememetfter ceases to be effective or usable in coioreutith resales of the Securities at any
time that the Company is obligated to maintaineffectiveness thereof pursuant to the Registraigreement (each such event referred to in
clauses (i) through

(iv) above being referred to herein as a "RegistnaDefault"), interest (the "Special Interest"pilaccrue (in addition to stated interest on the
Securities) from and including the date on whiahfibst such Registration Default shall occur to éxcluding the date on which all
Registration Defaults have been cured, at a ratameum equal to 0.50% of the principal amountef$ecurities; provided, however, that
such rate per annum shall increase by 0.25% pemarfirom and including the 91st day after the finsth Registration Default (and each
successive 91st day thereafter) unless and uhRlegjistration Defaults have been cured; providethér, however, that in no event shall the
Special Interest accrue at a rate in excess ofd 88 annum. Accrued Special Interest, if any,|df@paid in cash in arrears semiannually on
May 1 and November 1 in each year; and the amdutarued Special Interest shall be determinederbasis of the number of days
actually elapsed. Any accrued and unpaid intemestuding Special Interest) on this Security upbe issuance of an Exchange Security in
exchange for this Security shall cease to be payahthe Holder hereof but such accrued and uriptdest (including Special Interest) shall
be payable on the next Interest Payment Date fdr Exchange Security to the Holder thereof on #ieted Regular Record Date.

The interest so payable, and punctually paid oy dubvided for, on any Interest Payment Date va#l provided in such Indenture, be paid to
the Person in whose name this Security (or onease Rredecessor Securities) is registered at tse df business on the Regular Record
Date for such interest, which shall be the Aprildt8ctober 15 (whether or not a Business Day)h@asase may be, next preceding such
Interest Payment Date. Any such interest not satoatly paid or duly provided for shall forthwitkease to be payable to the Holder on such
Regular Record Date, and such defaulted interedt(ta the extent lawful) interest on such defalitgerest at the rate borne by the
Securities, may be paid to the Person in whose riaisi&ecurity (or one or more Predecessor Seesyiis registered at the close of business
on a Special Record Date for the payment of sudauded Interest to be fixed by the Trustee, notitereof shall be given to Holders of
Securities not less than 10 days prior to suchi@pRBecord Date, or may be paid at any time in a@tmer lawful
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manner, all as more fully provided in said IndeatiPayment of the principal of (and premium, if ragd interest on this Security will be
made at the office or agency of the Company maiethfor that purpose in The City of New York, osath other office or agency of the
Company as may be maintained for such purposeidin soin or currency of the United States of Ameads at the time of payment is legal
tender for payment of public and private debtsyjated, however, that payment of interest may beearadhe option of the Company by
check mailed to the address of the Person entltkeeto as such address shall appear on the SeRegister.

Reference is hereby made to the further provisidribis Security set forth on the reverse herediictv further provisions shall for all
purposes have the same effect as if set forthisapthce.

Unless the certificate of authentication hereonldeeen duly executed by the Trustee referred thvemaverse hereof by manual signature, this
Security shall not be entitled to any benefit unitherindenture, or be valid or obligatory for anyrgmose.

IN WITNESS WHEREOF, the Company has caused thisument to be duly executed under its corporaté sea

Dated: LEVEL 3 COMMUNICATION S, INC.

By:

Authorized Sign atory

Attest:
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Form of Reverse of Security

This Security is one of a duly authorized issusesfurities of the Company designated as its 9 B8#or Notes Due 2008 (herein called the
"Securities"), limited (except as otherwise provdie the Indenture referred to below) in aggregatecipal amount to $2,000,000,000, wh
may be issued under an indenture (herein calletitidenture") dated as of April 28, 1998 betwees @ompany and I1BJ Schroder Bank &
Trust Company, as trustee (herein called the "€ristwhich term includes any successor trusteerthddndenture), to which Indenture and
all indentures supplemental thereto referencerstlyemade for a statement of the respective ridgint#ations of rights, duties, obligations
and immunities thereunder of the Company, the €riand the Holders of the Securities, and of theg@ipon which the Securities are, and
are to be, authenticated and delivered.

The Securities are subject to redemption at thimoutf the Company, in whole or in part, at anydior from time to time on or after May 1,
2003, upon not less than 30 nor more than 60 gaigs'notice, at the redemption prices (expressepesicentages of principal amount) set

forth below, plus accrued and unpaid interest the @ any) to the redemption date (subject toright of Holders of record on the relevant
record date to receive interest due on the relanégitest payment date), if redeemed during thévevemonths beginning May 1 of the years
indicated below:

Year Redemption Price
2003.....oeieeeeeeeee 104.563%
2004.....cccoiiiiieiee 103.042%
2005.....ccciiieeeieee 101.521%
2006 and thereafter................ 100.000%

In addition, at any time or from time to time priorMay 1, 2001, the Company may redeem up to 3b&beooriginal aggregate principal
amount of the Securities at a redemption price legub09.125% of the principal amount of the Seiiesiso redeemed, plus accrued and
unpaid interest thereon (if any) to the redemptlate (subject to the right of Holders of recorditom relevant record date to receive interest
due on the relevant interest payment date), wighnkt cash proceeds of one or ir
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private placements to Persons other than Affiliafethe Company or underwritten public offeringsGdmmon Stock of the Company
resulting in gross proceeds of at least $100,0@0i0@he aggregate; provided that at least 65% @ftiginal aggregate principal amount of
the Securities would remain outstanding immediaddlgr giving effect to such redemption. Any suetlemption shall be made within 90
days of such private placement or public offeripgmi not less than 30 nor more than 60 days' paotce.

Upon the occurrence of a Change of Control TriggeEvent, the Holder of this Security may requite €ompany, subject to certain
limitations provided in the Indenture, to repurah#tsis Security at a purchase price in cash imaouat equal to 101% of the principal
amount thereof, plus accrued and unpaid intereahfj) to the purchase date (subject to the rifktalders of record on the relevant record
date to receive interest due on the relevant istgr@yment date).

In the case of any redemption of Securities, isterestallments whose Stated Maturity is on oriptaothe Redemption Date will be payabl
the Holders of such Securities, or one or more &reskor Securities, of record at the close of lession the relevant Record Date referred to
on the face hereof. Securities (or portions thgrimsfwhose redemption and payment provision is enadaccordance with the Indenture shall
cease to bear interest from and after the Redemptite.

In the event of redemption of this Security in parly, a new Security or Securities for the unrexea portion hereof shall be issued in the
name of the Holder hereof upon the cancellatioedfer

To guarantee the due and punctual payment of theipal, premium (if any) and interest on the Sé&®s and all other amounts payable by
the Company under the Indenture and the Secuvities and as the same shall be due and payableheviatmaturity, by acceleration or
otherwise, according to the terms of the Securéiebthe Indenture, the Guarantors, if any, witamditionally guarantee such obligations on
a senior unsecured basis pursuant to the terniedhtienture.

If an Event of Default shall occur and be contimyithe principal of all the Securities may be destfadue and payable in the manner and with
the effect provided in the Indentu
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The Indenture contains provisions for defeasanematime of (a) the entire indebtedness of the @amy on this Security and (b) certain
restrictive covenants and Defaults and Events dallle upon compliance by the Company with certainditions set forth therein, which
provisions apply to this Security.

The Indenture permits, with certain exceptionshasdin provided, the amendment thereof and the fination of the rights and obligations
the Company and the rights of the Holders undetrttienture at any time by the Company and the ®eusiith the consent of the Holders of
a majority in aggregate principal amount of theuBies at the time Outstanding. The Indenture atsatains provisions permitting the
Holders of specified percentages in aggregate ipahamount of the Securities at the time Outstagdon behalf of the Holders of all the
Securities, to waive compliance by the Company witttain provisions of the Indenture and certaist p@faults under the Indenture and t
consequences. Without the consent of any Hold&ectrrities, the Company and the Trustee may amembdify the Indenture for certain
purposes specified therein, including the reledseuarantors, if any, from Restricted Subsidiarya@untees as provided by the terms of the
Indenture. Any such consent or waiver by or on Hedfahe Holder of this Security shall be concltesiand binding upon such Holder and
upon all future Holders of this Security and of &wgcurity issued upon the registration of transéeof or in exchange herefor or in lieu
hereof whether or not notation of such consentaiver is made upon this Security.

No reference herein to the Indenture and no prowisf this Security or of the Indenture shall atieimpair the obligation of the Compatr
which is absolute and unconditional, to pay thagpgal of (and premium, if any) and interest orst8ecurity at the times, place and rate, and
in the coin or currency, herein prescribed.

As provided in the Indenture and subject to ceffiaiitations therein set forth, the transfer ofstiSiecurity is registerable on the Security
Register of the Company, upon surrender of thisifigdfor registration of transfer at the office agency of the Company maintained for
such purpose in The City of New York, duly endorbgdor accompanied by a written instrument of ¢fanin form satisfactory to the
Company and the Security Registrar duly executedhgyHolder hereof or his attorney duly authorigedriting, and thereupon ot



A-9

or more new Securities, of authorized denominatarfor the same aggregate principal amount,beilissued to the designated transfer:
transferees. The Securities are issuable onlygistered form without coupons in denominations b$0 and any integral multiple thereof.
As provided in the Indenture and subject to cetiaiitations therein set forth, the Securities exehangeable for a like aggregate principal
amount of Securities of a different authorized deimation, as requested by the Holder surrendehiegsame.

No service charge shall be made for any registradfdransfer or exchange of the Securities, betGbmpany may require payment of a ¢
sufficient to cover any transfer tax or other sanjovernmental charge payable in connection thérew

Prior to the time of due presentment of this Ségdor registration of transfer, the Company, thestee and any agent of the Company or the
Trustee may treat the Person in whose name thigiBeis registered as the owner hereof for allgmses, whether or not this Security be
overdue, and neither the Company, the Trusteemoagent shall be affected by notice to the coptrar

THIS SECURITY SHALL BE GOVERNED BY AND CONSTRUED IMCCORDANCE WITH THE LAW OF THE STATE OF NEW
YORK BUT WITHOUT GIVING EFFECT TO APPLICABLE PRINGLES OF CONFLICTS OF LAW TO THE EXTENT THAT THE
APPLICATION OF THE LAWS OF ANOTHER JURISDICTION WQALWD BE REQUIRED THEREBY.

All terms used in this Security which are definedhie Indenture shall have the meanings assigngeto in the Indenture
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Form of Trustee's Certificate of Authentication

The Trustee's certificate of authentication shallrbsubstantially the following form:
TRUSTEE'S CERTIFICATE OF AUTHENTICATION

Dated:

This is one of the Securities referred to in théhim-mentioned Indenture.

[NAME OF TRUSTEE], as Trustee

By:

Authorized Signatory
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Assignment Form

If you, the holder, want to assign this Securitlyjrf the form below and have your signature gudead:

| or we assign and transfer this Security to

(Insert assignee's social security or tax ID number

(Print or type assignee's name, address and zig) cod

and irrevocably appoint

of

agent to transfer this Security on the books ofGbepany. The agent may substitute another tooaciufch agent.

In connection with any transfer of any of the Sé@ms evidenced by this certificate occurring ptiothe date that is two years (or such shi
period as may be prescribed by Rule 144(k) undeBtcturities Act or any successor provision thetegrafter the later of the date of
original issuance of such Securities (or any Presisar Security) or three months after the last, dfe@y, on which such Securities (or any
Predecessor Security) were owned by the CompaapyAffiliate of the
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Company, the undersigned confirms that such Séesiare being transferred in accordance with itage

CHECK ONE BOX BELOW

(1) [] tothe Company; or

(2) L] pursuant to an effective registration sta
Securities Act of 1933; or

(3) ] inside the United States to a "qualified
defined in Rule 144A under the Securities
purchases for its own account or for the
institutional buyer to whom notice is giv
being made in reliance on Rule 144A, in e
in compliance with Rule 144A under the Se

(4) ] outside the United States in an offshore
meaning of Regulation S under the Securit
with Rule 904 under the Securities Act of
such transfer is being effected by certai
in the Indenture prior to the date that i
Issue Date, a certificate which may be ob
or the Trustee is delivered by the transf
the Trustee; or

(5) ] to an institutional "accredited investor"
501(a)(1), (2), (3) or (7) under the Secu
has furnished to the Trustee a signed let
representations and agreements (the form
obtained from the Trustee or the Company)
transferors specified in the Indenture ma
Security pursuant to this clause (5) prio
days following the Issue Date; or

tement under the

institutional buyer" (as
Act of 1933) that
account of a qualified

en that such transfer is
ach case pursuant to and
curities Act of 1933; or

transaction within the

ies Act in compliance
1933, provided that, if

n transferors specified

s 40 days following the
tained from the Company
eree to the Company and

(as defined in Rule
rities Act of 1933) that
ter containing certain
of which letter can be
, provided that certain
y not transfer this

r to the date that is 40
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(6) [_] pursuant to another available exemptiomfr@gistration provided by Rule 144 under the S&esrAct of 1933.

Unless one of the boxes is checked, the Trustdeaefilse to register any of the Securities eviddrmethis certificate in the name of any
person other than the registered holder thereofjiped, however, that if box (4), (5) or

(6) is checked, the Trustee may require, prioegistering any such transfer of the Securitiesh $&igal opinions, certifications and other
information as the Company has reasonably requésteshfirm that such transfer is being made purst@an exemption from, or in a
transaction not subject to, the registration rezrants of the Securities Act of 1933.

Dated: Your signature:
(Sign exactly as your name appears on the other side of
this Security)

By:

NOTICE: To be executed by an
executive officer

Signature Guarantee:

TO BE COMPLETED BY PURCHASER IF (3) ABOVE IS CHECKE D:

The undersigned represents and warrants thapitrishasing this Security for its own account omaoount with respect to which it exercises
sole investment discretion and that it and any swdount is a "qualified institutional buyer" withihe meaning of Rule 144A under the
Securities Act of 1933 and is aware that the saleis being made in reliance on Rule 144A anchagiedges that it has received such
information regarding the Company as the undersidras requested pursuant to Rule 144A (includiegriformation specified in Rule 144A
(d)(4)) or has determined not to request such métion and that it is aware that the transferoelging upon the undersigned's foregoing
representations in order to claim the exemptiomfregistration provided by Rule 144A.

Dated:

NOTICE: To be execut ed by an
executive of ficer
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Option of Holder to Elect Purchase

If you wish to have this Security purchased byGmenpany pursuant to
Section 1009 or 1016 of the Indenture, check the pg

If you wish to have a portion of this Security puased by the Company pursuant to Section 100918 &Dthe Indenture, state the amount:
$

Dated: Your Signature:
(Sign exactly as your name appears on the other side of

this Security)
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[TO BE ATTACHED TO GLOBAL SECURITIES]
SCHEDULE OF INCREASES OR DECREASES IN GLOBAL SECURITY

The initial principal amount of this Global Secyris $[ ]. The following increases or decreasethia Global Security have been made:

Date of Amount of Amount of Principal Signature of
Transfer decrease in increase in amount authorized
Principal Amount Principal A mount of this Global signatory of
of this Global of this Glo bal Security Trustee or
Security Security following such Security
decrease or Registrar

increase



EXHIBIT B
FORM OF SUPPLEMENTAL INDENTURE

SUPPLEMENTAL INDENTURE (this "Supplemental Indergly dated as of , among [GUARANTOR] (the "New Gudoa"), a subsidiary
of Level 3 Communications, Inc. (or its successafipelaware corporation (the "Company"), LEVEL 3MRUNICATIONS, INC., on
behalf of itself and the Guarantors (the "ExistBigarantors"), if any, under the Indenture refeteedelow, and IBJ SCHRODER BANK &
TRUST COMPANY, a New York banking corporation, asstee under the indenture referred to below (thrastee").

WITNESSETH:

WHEREAS the Company has heretofore executed arvededl to the Trustee an Indenture dated as ofl 28ri1998 (the "Indenture”;
capitalized terms used but not defined herein hgathe meanings assigned thereto in the Indentpreyjding for the issuance of an aggrec
principal amount of up to $2,000,000,000 of 9 1/8&fior Notes Due 2008 (the "Securities");

WHEREAS the Indenture permits the New Guarant@xicute and deliver to the Trustee a supplemerdehiture pursuant to which the
New Guarantor shall unconditionally guaranteetadl €Company's obligations under the Securities untsto a Guarantee on the terms
conditions set forth herein;

WHEREAS the Guarantee contained in this Supplenhémdanture shall constitute a "Restricted Subsjd@uarantee”, and the New
Guarantor shall constitute a "Guarantor”, for altgoses of the Indenture; and

WHEREAS pursuant to Section 901 of the Indenture,Trustee and the Company are authorized to exeaauat deliver this Supplemental
Indenture;

NOW THEREFORE, in consideration of the foregoing éor other good and valuable consideration, ticeip of which is hereb
acknowledged, the New Guarantor, the Company, Mistiig Guarantors and the Trustee mutually coveaad agre:
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for the equal and ratable benefit of the holderthefSecurities as follows:

1. Guaranties. The New Guarantor hereby uncondilipguarantees, jointly and severally, to eachddolnd to the Trustee and its
successors and assigns (a) the full and punctyatgat of principal of (and premium, if any) andergst on the Securities when due, whether
at Stated Maturity, by acceleration, by redemptiontherwise, and all other monetary obligationthef Company under the Indenture anc
Securities and (b) the full and punctual perforngawéthin applicable grace periods of all other ghtions of the Company under the
Indenture and the Securities (all the foregoingngéiereinafter collectively called the "ObligatithsThe New Guarantor further agrees that
the Obligations may be extended or renewed, in &boin part, without notice or further assent friira New Guarantor and that the New
Guarantor will remain bound under this Supplemelmaénture notwithstanding any extension or renafiainy Obligation.

The New Guarantor waives presentation to, demanpayiment from and protest to the Company of arth@fObligations and also waives
notice of protest for nonpayment. The New Guarawiives notice of any default under the Securiiethe Obligations. The obligations of
the New Guarantor hereunder shall not be affecyg@)pthe failure of any Holder or the Trustee $sext any claim or demand or to enforce
any right or remedy against the Company or anyrd®eeson under the Indenture, the Securities olo#mgr agreement or otherwise; (b) any
extension or renewal of any thereof; (c) any resoig waiver, amendment or modification of anylef terms or provisions of the Indenture,
the Securities or any other agreement; (d) thesel®f any security held by any Holder or the Bedor the Obligations or any of them;

(e) the failure of any Holder or the Trustee toreig any right or remedy against any other guarasftthe Obligations; or (f) any change in
the ownership of the New Guarantor.

The New Guarantor further agrees that its Guardmtesin constitutes a guarantee of payment, pedioceand compliance when due (and
not a guarantee of collection) and waives any rigliequire that any resort be had by any HoldeherTrustee to any security held for
payment of the Obligations.

Except as expressly set forth in Sections 803, 10079, 1202 and 1203 of the Indenture, the obtigatof the New Guarantor hereunder
shall not be subject to any reducti
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limitation, impairment or termination for any reasincluding any claim of waiver, release, surrand#éeration or compromise, and shall not
be subject to any defense of setoff, countercleégmpupment or termination whatsoever or by rea$aheocinvalidity, illegality or
unenforceability of the Obligations or otherwiseithdut limiting the generality of the foregoinggtiobligations of the New Guarantor herein
shall not be discharged or impaired or otherwisectééd by the failure of any Holder or the Trudie@ssert any claim or demand or to enf
any remedy under the Indenture, the Securitiesipiother agreement, by any waiver or modificatibarmy thereof, by any default, failure or
delay, willful or otherwise, in the performancetbé obligations, or by any other act or thing origsion or delay to do any other act or thing
which may or might in any manner or to any extar\the risk of the New Guarantor or would otheenaperate as a discharge of the New
Guarantor as a matter of law or equity.

The New Guarantor further agrees that its Guaramesin shall continue to be effective or be reitest, as the case may be, if at any time
payment, or any part thereof, of principal of arefpium, if any) interest on any Obligation is resfgd or must otherwise be restored by any
Holder or the Trustee upon the bankruptcy or regegdion of the Company or otherwise.

In furtherance of the foregoing and not in limitettiof any other right which any Holder or the Tagshas at law or in equity against the New
Guarantor by virtue hereof, upon the failure of @@mpany to pay the principal of (or premium, if/por interest on any Obligation when :
as the same shall become due, whether at Statediiiaby acceleration, by redemption or otherwiseto perform or comply with any other
Obligation, the New Guarantor hereby promises thwitl, upon receipt of written demand by the Taestforthwith pay, or cause to be paid,
in cash, to the Holders or the Trustee an amoumleq the sum of (i) the unpaid amount of suchigattions, (ii) accrued and unpaid interest
on such Obligations (but only to the extent nothilsded by law) and (iii) all other monetary Obligms of the Company to the Holders and
the Trustee.

The New Guarantor agrees that it shall not beledtib any right of subrogation in respect of arpligations guaranteed hereby until payn
in full in cash of all Obligations. The New Guaranfurther agrees that, as between it, on the anel hand the Holders and the Trustee, o
other hand,

(x) the maturity of the Obligations guaranteed bgnmnay be accelerated as provided in Article Fifi#he Indenture for the purposes of the
New Guarantor's Guarant
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herein, notwithstanding any stay, injunction oresthrohibition preventing such acceleration in extf the Obligations guaranteed hereby,
and (y) in the event of any declaration of acceienaof such obligations as provided in Article €igf the Indenture, such Obligations
(whether or not due and payable) shall forthwitbdme due and payable by the New Guarantor for tinegses of this Section.

The New Guarantor also agrees to pay any and st @nd expenses (including reasonable attorregs) fincurred by the Trustee or any
Holder in enforcing any rights under this Section 1

2. Contribution. Each of the Company and the Newar@utor (a "Contributing Party") agrees that, i ¢élvent a payment shall be made by
any other Guarantor under any Restricted Subsidiagrantee (the "Claiming Guarantor"), the ContiifiuParty shall indemnify the
Claiming Guarantor in an amount equal to the amotistich payment multiplied by a fraction, the nuater of which shall be the net worth
of the Contributing Party (which, in the case & tbompany, shall be measured on the Issue Daténdhne case of the New Guarantor, on
the date hereof) and the denominator of which dieathe aggregate net worth of the Company onstheel Date and the Guarantors on
respective dates of the Supplemental Indenturesuga@ and delivered by such Guarantors.

3. Successors and Assigns. This Supplemental ladeshall be binding upon the New Guarantor ansdltEessors and assigns and shall
enure to the benefit of the successors and assfghe Trustee and the Holders and, in the eveanhgftransfer or assignment of rights by any
Holder or the Trustee, the rights and privilegesfeoed upon that party in the Indenture and inSkeurities shall automatically extend to

be vested in such transferee or assignee, allcubj¢he terms and conditions of this Indenture.

4. No Waiver. Neither a failure nor a delay on plagt of either the Trustee or the Holders in exséng any right, power or privilege under this
Supplemental Indenture, the Indenture or the Seesishall operate as a waiver thereof, nor shsilhgle or partial exercise thereof preclude
any other or further exercise of any right, powepivilege. The rights, remedies and benefitshef Trustee and the Holders herein and
therein expressly specified are cumulative andemolusive of any other rights, remedies or beneftiich either may have under this
Supplemental Indenture, the Indenture or the Séesiat law, in equity, by statute or otherwi
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5. Modification. No modification, amendment or waiivof any provision of this Supplemental Indentura, the consent to any departure by
the New Guarantor therefrom, shall in any evengfifiective unless the same shall be in writing agdexd by the Trustee, and then such
waiver or consent shall be effective only in thedfic instance and for the purpose for which givMda notice to or demand on the New
Guarantor in any case shall entitle the New Guarantany other or further notice or demand ingame, similar or other circumstances.

6. Opinion of Counsel. Concurrently with the exémutand delivery of this Supplemental Indenture, @ompany shall deliver to the Trustee
an Opinion of Counsel to the effect that this Seppntal Indenture has been duly authorized, exé@utd delivered by each of the New
Guarantor and the Company and that, subject tagpéication of bankruptcy, insolvency, moratoridnaudulent conveyance or transfer and
other similar laws relating to creditors' rightsgeally and to the principles of equity, whethensidered in a proceeding at law or in equity,
the Guarantee of the New Guarantor is a legalg\aid binding obligation of the New Guarantor, ecéable against the New Guarantor in
accordance with its terms.

7. Ratification of Indenture; Supplemental IndeatuPart of

Indenture. Except as expressly amended herebyndeature is in all respects ratified and confirnaed all the terms, conditions and
provisions thereof shall remain in full force arfteet. This Supplemental Indenture shall form a péthe Indenture for all purposes, and
every holder of Securities heretofore or hereaftehenticated and delivered shall be bound hereby.

8. Governing Law. THIS SUPPLEMENTAL INDENTURE SHALBE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH,
THE LAWS OF THE STATE OF NEW YORK BUT WITHOUT GIVIB EFFECT TO APPLICABLE PRINCIPLES OF CONFLICTS OF
LAW TO THE EXTENT THAT THE APPLICATION OF THE LAWSOF ANOTHER JURISDICTION WOULD BE REQUIRED
THEREBY.

9. Counterparts. The parties may sign any numbeopies of this Supplemental Indenture. Each sigiogy shall be an original, but all of
them together represent the same agreer
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10. Effect of Headings. The Section headings heaerfor convenience only and shall not effectaiestruction thereof.

IN WITNESS WHEREOF, the parties hereto have catisisdSupplemental Indenture to be duly executeaf fise date first above written.

[NEW GUARANTOR],

by

Name:

Title:

LEVEL 3 COMMUNICATIONS, INC.,
on behalf of itself and the Existing
Guarantors, if any,

by

Name:

Title:

IBJ SCHRODER BANK & TRUST COMPANY,
as Trustee,

by

Name:

Title:



EXHIBIT 4.2
EXECUTION COPY
LEVEL 3 COMMUNICATIONS, INC.

$2,000,000,000
9-1/8% Senior Notes Due 2008

REGISTRATION AGREEMENT

New York, New York
April 23, 1998

To: SALOMON BROTHERS INC
GOLDMAN, SACHS & CO.
CHASE SECURITIES INC.

J.P. MORGAN & CO.

UBS SECURITIES LLC

In care of:

Salomon Brothers Inc
Seven World Trade Center
New York, New York 1004

Ladies and Gentlemen:

Level 3 Communications, Inc., a Delaware corporafihe "Company"), proposes to issue and sell ttaitepurchasers (the "Purchasers"),
upon the terms set forth in a purchase agreemésd dae date hereof (the "Purchase Agreement'90$2000,000 aggregate principal amc

of its 9-1/8% Senior Notes Due 2008 (the "Secigii€the "Initial Placement”). As an inducementhe Purchasers to enter into the Purchase
Agreement and in satisfaction of a condition toryobligations thereunder, the Company agrees wath ¢) for your benefit and the benefit

of the other Purchasers and (ii) for the benefthefholders from time to time of the Securitieliding you and the other Purchasers) (each
of the foregoing a "Holder" and together the "Ho&lg as follows:

1. Definitions. Capitalized terms used herein withdefinition shall have their respective meanisgsforth in the Purchase Agreement. As
used in this Agreement, the following capitalizedided terms shall have the following meanings:

"Affiliate" of any specified person means any otperson which, directly or indirectly, is in contad, is controlled by, or is under common
control with, suct



specified person. For purposes of this definitmomtrol of a person means the power, direct or@ud] to direct or cause the direction of the
management and policies of such person whetheolyact or otherwise; and the terms "controllingti dcontrolled" have meanings
correlative to the foregoing.

"Exchange Offer Registration Period" means the d&@period following the consummation of the Reggisti Exchange Offer, exclusive of
any period during which any stop order shall beffect suspending the effectiveness of the Exch&ffgr Registration Statement.

"Exchange Offer Registration Statement" means stragon statement of the Company on an apprapf@m under the Securities Act with
respect to the Registered Exchange Offer, all aments and supplements to such registration stateimetuding post-effective
amendments, in each case including the Prospeaciuaioned therein, all exhibits thereto and all maténcorporated by reference therein.

"Exchanging Dealer" means any Holder (which mayuide the Purchasers) which is a broker-dealerialgtd exchange Securities acquired
for its own account as a result of market-makintivdies or other trading activities for New Sedies.

"Holder" has the meaning set forth in the preanhiglesto.

"Indenture” means the Indenture relating to theuSges and the New Securities to be dated as oil 28, 1998, between the Company and
IBJ Schroder Bank & Trust Company, as trusteehasame may be amended from time to time in acnoedwith the terms thereof.

"Initial Placement" has the meaning set forth ia piheamble hereto.
"Majority Holders" means the Holders of a majoifythe aggregate principal amount of securitiessteged under a Registration Statement.

"Managing Underwriters" means the investment baokénvestment bankers and manager or managersthfitadminister an offering of
securities under a Shelf Registration Statement.

"New Securities" means debt securities of the Compaentical in all material respects to the Set@s
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(except that the interest rate step-up provisiarsthe transfer restrictions will be modified oinghated, as appropriate), to be issued under
the Indenture.

"Prospectus" means the prospectus included in agysRation Statement (including, without limitatja prospectus that discloses
information previously omitted from a prospectusdias part of an effective registration statenien¢liance upon Rule 430A under the
Securities Act), as amended or supplemented bysrgpectus supplement, with respect to the terntiseobffering of any portion of the
Securities or the New Securities, covered by suafiftration Statement, and all amendments and songpits to the Prospectus, including
post-effective amendments.

"Registered Exchange Offer" means the proposed tffdne Holders to issue and deliver to such Huldi@ exchange for the Securities, a
like principal amount of the New Securities.

"Registration Securities" has the meaning set fiortBection 3(a) hereof.

"Registration Statement" means any Exchange Ofégligkration Statement or Shelf Registration Statertieat covers any of the Securities
the New Securities pursuant to the provisions isf Agreement, all amendments and supplements torggistration statement, including,
without limitation, post-effective amendments, achk case including the Prospectus contained thetkiexhibits thereto and all material
incorporated by reference therein.

"Securities" has the meaning set forth in the pidarhereto.

"Shelf Registration" means a registration effegiatsuant to Section 3 hereof.

"Shelf Registration Period" has the meaning sehfior Section 3(b) hereof.

"Shelf Registration Statement" means a "shelf"siegtion statement of the Company pursuant to tbeigions of Section 3 hereof which
covers some of or all the Securities or New Seegrias applicable, on an appropriate form undég RL5 under the Securities Act, or any

similar rule that may be adopted by the Commissatiremendments and supplements to such registrataaement, including post-effective
amendments, in each case incluc
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the Prospectus contained therein, all exhibitsetivesind all material incorporated by referenceetimer

"Trustee" means the trustee with respect to then8ems and the NevBecurities under the Indenture.
"underwriter" means any underwriter of securitiesdnnection with an offering thereof under a SRelfjistration Statement.

2. Registered Exchange Offer; Resales of New S@esibly Exchanging
Dealers; Private Exchange.

(a) The Company shall prepare and, not later tifatia®s after the date of the original issuancéef3ecurities, shall file with the
Commission the Exchange Offer Registration Statéméh respect to the Registered Exchange Offee Tbmpany shall use its best efforts
to cause the Exchange Offer Registration Statetodmcome effective under the Securities Act witth® days after the date of the original
issuance of the Securities.

(b) Upon the effectiveness of the Exchange Offagi®eation Statement, the Company shall promptipe®nce the Registered Exchange
Offer, it being the objective of such Registeredliange Offer to enable each Holder electing to axgh Securities for New Securities
(assuming that such Securities do not constityerion of an unsold allotment acquired by suchddoldirectly from the Company and such
Holder is not an affiliate of the Company withiretmeaning of the Securities Act, acquires the Newu8ties in the ordinary course of such
Holder's business and has no arrangements witpenspn to participate in the distribution of theaN®ecurities) to trade such New Secur
from and after their receipt without any limitat®ar restrictions under the Securities Act and aithmaterial restrictions under the securities
laws of a substantial proportion of the severakstaf the United States.

(c) In connection with the Registered Exchange Qffee Company shall:

(i) mail to each Holder a copy of the Prospectumfog part of the Exchange Offer Registration Stedet, together with an appropriate letter
of transmittal and related documents;

(i) keep the Registered Exchange Offer open fardess than 30 days after the date notice theg



mailed to the Holders (or longer if required by kqgable law);

(iii) utilize the services of a depositary for tRegistered Exchange Offer with an address in thegh of Manhattan, The City of New Yo
and

(iv) comply in all material respects with all apgable laws.

(d) As soon as practicable after the close of tegi®tered Exchange Offer, the Company shall:

(i) accept for exchange all Securities tenderedrantdalidly withdrawn pursuant to the Registereattiange Offer;
(i) deliver to the Trustee for cancelation all 8eties so accepted for exchange; and

(iii) cause the Trustee promptly to authenticate deliver to each Holder of Securities, New Se@siequal in principal amount to the
Securities of such Holder so accepted for exchange.

(e) The Purchasers and the Company acknowledgeptinauant to current interpretations by the Corsioiss staff of Section 5 of the
Securities Act, and in the absence of an applicekéenption therefrom, each Exchanging Dealer igired to deliver a Prospectus in
connection with a sale of any New Securities rezgivy such Exchanging Dealer pursuant to the RegdtExchange Offer in exchange for
Securities acquired for its own account as a reguttarket-making activities or other trading aitieés. Accordingly, the Company shall:

() include the information set forth in Annex Areto on the cover of the Exchange Offer Registra8tatement, in Annex B hereto in the
forepart of the Exchange Offer Registration Stateimea section setting forth details of the Exam®ffer, in Annex C hereto in the
underwriting or plan of distribution section of tReospectus forming a part of the Exchange OffgiReation Statement, and in Annex D
hereto in the Letter of Transmittal delivered pansiuto the Registered Exchange Offer (it being wstded that a Holder's participation in the
Exchange Offer is conditioned on the Holder, byceimg and returning the Letter of Transmittal,resgenting in writing to the Company as
set forth in Rider B of Annex D hereto); a
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(i) use its best efforts to keep the Exchange ffegistration Statement continuously effectiveanttie Securities Act during the Exchange
Offer Registration Period for delivery by ExchangiDealers in connection with sales of New Secwriteceived pursuant to the Registered
Exchange Offer, as contemplated by Section 4(gviel

(f In the event that any Purchaser determinesitlignot eligible to participate in the Registéiexchange Offer with respect to the exchange
of Securities constituting any portion of an unsalldtment, at the request of such Purchaser, trepany shall issue and deliver to such
Purchaser or the party purchasing New Securitigistered under a Shelf Registration Statement akeowmplated by Section 3 hereof from
such Purchaser, in exchange for such Securitiées arincipal amount of New Securities. The Comypahall seek to cause the CUSIP
Service Bureau to issue the same CUSIP numbeufitr Sew Securities as for New Securities issuedyannt to the Registered Exchange
Offer.

3. Shelf Registration. If, (i) because of any ctammglaw or applicable interpretations thereof gy €Commission's staff, the Company
determines upon advice of its outside counselithiginot permitted to effect the Registered Exgem®ffer as contemplated by Section 2
hereof, or (ii) for any other reason the Exchanffer@Registration Statement is not declared effectvithin 150 days after the Closing Date
or the Registered Exchange Offer is not consummaitdn 180 days after the Closing Date, or (iilyaPurchaser so requests with respect to
Securities (or any New Securities received purst@mBection 2(f)) not eligible to be exchangedNew Securities in a Registered Exchange
Offer or, in the case of any Purchaser that padieis in any Registered Exchange Offer, such Pseclties not receive freely tradable New
Securities, or (iv) any Holder (other than a Pusehais not eligible to participate in the RegisteExchange Offer or (v) in the case of any
such Holder that participates in the RegisterechRrge Offer, such Holder does not receive frealgable New Securities in exchange for
tendered securities, other than by reason of switidfl being an affiliate of the Company within theaning of the Securities Act (it being
understood that, for purposes of this

Section 3, (x) the requirement that a Purchaséveteh Prospectus containing the information rezpliiny Items 507 and/or 508 of Regulation
S-K under the Securities Act in connection withesadf New Securities acquired in exchange for Sesturities shall result in such New
Securities being not "freely tradeable" but (y)



requirement that an Exchanging Dealer deliver a@otus in connection with sales of New Securaguired in the Registered Exchange
Offer in exchange for Securities acquired as alre$unarket-making activities or other tradingisities shall not result in such New
Securities being not "freely tradeable™), the fallog provisions shall apply:

(a) The Company shall as promptly as practicakl¢ itbno event more than the later of (i) 90 dafysrahe Closing Date or (ii) 45 days after
so required or requested pursuant to this Secdiofilwith the Commission and thereafter sha# its best efforts to cause to be declared
effective under the Securities Act a Shelf RegistraStatement relating to the offer and sale ef$lecurities or the New Securities, as
applicable, by the Holders from time to time in@wance with the methods of distribution electedstiyh Holders and set forth in such Shelf
Registration Statement (such Securities or New i®@3) as applicable, to be sold by such Holderden such Shelf Registration Statement
being referred to herein as "Registration Secutiljigorovided, however, that, with respect to Nexe&ities received by a Purchaser in
exchange for Securities constituting any portioamiunsold allotment, the Company may, if permitigaturrent interpretations by the
Commission's staff, file a post-effective amendnierthe Exchange Offer Registration Statement ¢oimigi the information required by
Regulation K Items 507 and/or 508, as applicable, in satigfaatf its obligations under this paragraph (ahwispect thereto, and any s
Exchange Offer Registration Statement, as so antestiall be referred to herein as, and governethdyrovisions herein applicable to, a
Shelf Registration Statement.

(b) The Company shall use its best efforts to kbeShelf Registration Statement continuously ¢iffedn order to permit the Prospectus
forming part thereof to be usable by Holders fpesaod of two years from the date the Shelf Regi&in Statement is declared effective by
the Commission or such shorter period that wilini@ate when all the Securities or New Securitissgplicable, covered by the Shelf
Registration Statement have been sold pursuahet8helf Registration Statement (in any such casgh period being called the "Shelf
Registration Period"). The Company shall be deenmdo have used its best efforts to keep the Shedfistration Statement effective during
the Shelf Registration Period if it voluntarily &sany action that would result in Holders of siies covered thereby not being able to offer
and sell such securities during that period, un(@saich actior
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is required by applicable law or (ii) such actisrtaken by the Company in good faith and for vhlidiness reasons (not including avoidance
of the Company's obligation hereunder), includimg &cquisition or divestiture of assets, so lonthasCompany promptly thereafter comp
with the requirements of Section 4(k) hereof, ipligable.

4. Registration Procedures. In connection with 8hglf Registration Statement and, to the extenliGgipe, any Exchange Offer Registration
Statement, the following provisions shall apply:

(@) (i) The Company shall furnish to you, priotthe filing thereof with the Commission, a copy afy&xchange Offer Registration
Statement, each amendment thereof and each amendnseipplement, if any, to the Prospectus inclutiedein and shall use its best efforts
to reflect in each such document, when so filedhthie Commission, such comments as you reasonabhpnopose.

(i) The Company shall furnish to you, prior to tfileng thereof with the Commission, a copy of adlgelf Registration Statement, each
amendment thereof and each amendment or suppleifin@my, to the Prospectus included therein and sisa its best efforts to reflect in et
such document, when so filed with the Commissianhscomments as any Holder whose securities de bocluded in such Shelf
Registration Statement reasonably may propose.

(b) The Company shall ensure that (i) any Regisinebtatement and any amendment thereto and asp&etus forming part thereof and any
amendment or supplement thereto complies in aleritrespects with the Securities Act and thesraled regulations thereunder, (i) any
Registration Statement and any amendment theret® miat, when it becomes effective, contain an emstatement of a material fact or omit
to state a material fact required to be statecether necessary to make the statements thereimistgading and (iii) any Prospectus forming
part of any Registration Statement, and any amentloresupplement to such Prospectus, does notdadn untrue statement of a material
fact or omit to state a material fact necessaréter to make the statements therein, in the bftihe circumstances under which they were
made, not misleadini
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(c) (1) The Company shall advise you and, in treea# a Shelf Registration Statement, the Holdesgcurities covered thereby, and, if
requested by you or any such Holder, confirm sukbtica in writing:

(i) when a Registration Statement and any amendthergto has been filed with the Commission andnithe Registration Statement or any
post-effective amendment thereto has become eféecind

(i) of any request by the Commission for amendmm@mntsupplements to the Registration StatemeriteoPtospectus included therein or for
additional information.

(2) The Company shall advise you and, in the cAseShelf Registration Statement, the Holders otigges covered thereby, and, in the case
of an Exchange Offer Registration Statement, arghBrging Dealer which has provided in writing te tbompany a telephone or facsimile
number and address for notices, and, if requestg@ib or any such Holder or Exchanging Dealer, konuch advice in writing:

(i) of the issuance by the Commission of any staepsuspending the effectiveness of the Registr&tatement or the initiation of any
proceedings for that purpose;

(i) of the receipt by the Company of any notificat with respect to the suspension of the qualificaof the securities included therein for
sale in any jurisdiction or the initiation or thteaing of any proceeding for such purpose; and

(iii) of the happening of any event that requittes inaking of any changes in the Registration Stat¢mr the Prospectus so that, as of such
date, the statements therein are not misleadinglambt omit to state a material fact requiredeécstated therein or necessary to make the
statements therein (in the case of the Prospéattise light of the circumstances under which th@ye made) not misleading (which advice
shall be accompanied by an instruction to suspleadise of the Prospectus until the requisite chmhgee been made
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Each such Holder or Exchanging Dealer agrees tacisisition of such securities to be sold by sdolder or Exchanging Dealer, that, upon
being so advised by the Company of any event desttiin clause (iii) of this paragraph (c)(2), sttider or Exchanging Dealer will
forthwith discontinue disposition of such secustinder such Registration Statement or Prospaattis such Holder's or Exchanging
Dealer's receipt of the copies of the supplemeateimended Prospectus contemplated by paragraphdi@of, or until it is advised in
writing by the Company that the use of the appliedrospectus may be resumed.

(d) The Company shall use its best efforts to obtta¢ withdrawal of any order suspending the eiffecess of any Registration Statement at
the earliest possible time.

(e) The Company shall furnish to each Holder ofiséies included within the coverage of any Shedgigtration Statement, without charge
least one copy of such Shelf Registration Statemedtany post-effective amendment thereto, inclyfiimancial statements and schedules,
and, if the Holder so requests in writing, any duoeats incorporated by reference therein and albétsithereto (including those incorporal
by reference therein).

(f) The Company shall, during the Shelf RegistrafReriod, deliver to each Holder of securitiesudeld within the coverage of any Shelf
Registration Statement, without charge, as manjesayf the Prospectus (including each preliminanspectus) included in such Shelf
Registration Statement and any amendment or sugpletinereto as such Holder may reasonably reqaledtthe Company consents to the
use of the Prospectus or any amendment or suppteh@mmato by each of the selling Holders of se@siin connection with the offering and
sale of the securities covered by the Prospectasypamendment or supplement thereto.

(g) The Company shall furnish to each Exchangingl&ewhich so requests, without charge, at leastompy of the Exchange Offer
Registration Statement and any post-effective amemnd thereto, including financial statements arebdales and, if the Exchanging Dealer
SO requests in writing, any documents incorporateteference therein and all exhik
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thereto (including those incorporated by referethegein).

(h) The Company shall, during the Exchange OffegiReation Period, promptly deliver to each Exchiagdealer, without charge, as many
copies of the Prospectus included in such Exch@ftgr Registration Statement and any amendmentgplement thereto as such
Exchanging Dealer may reasonably request for dglikg such Exchanging Dealer in connection witlale ©f New Securities received by it
pursuant to the Registered Exchange Offer; an€trapany consents to the use of the Prospectusyamaandment or supplement theretc
any such Exchanging Dealer, as aforesaid.

(i) Prior to the Registered Exchange Offer or atheooffering of securities pursuant to any Registn Statement, the Company shall reg
or qualify or cooperate with the Holders of sedesitincluded therein and their respective counsebnnection with the registration or
qualification of such securities for offer and sateler the securities or blue sky laws of suctsdlictions as any such Holder reasonably
requests in writing and do any and all other acthings necessary or advisable to enable the affdrsale in such jurisdictions of the
securities covered by such Registration Statenpeatjded, however, that the Company will not beuiegd to qualify generally to do
business in any jurisdiction where it is not thergsalified or to take any action which would suibjé to general service of process or to
taxation in any such jurisdiction where it is noén so subject.

()) The Company shall cooperate with the HolderSecurities to facilitate the timely preparation alivery of certificates representing
Securities to be sold pursuant to any Registraimbement free of any restrictive legends and @l slenominations and registered in such
names as Holders may request prior to sales ofiiesypursuant to such Registration Statement.

(k) Upon the occurrence of any event contemplategaragraph

(c)(2)(iii) above, the Company shall promptly presa post-effective amendment to any Registrattate$ient or an amendment or
supplement to the related Prospectus or file ahgratequired document so that, as thereafter deliv® purchasers of the securities included
therein, the Prospectus w
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not include an untrue statement of a materialdacimit to state any material fact necessary toarthk statements therein, in the light of the
circumstances under which they were made, not adshg.

() Not later than the effective date of any suayRtration Statement hereunder, the Company ptalide a CUSIP number for the
Securities or New Securities, as the case mayehéstered under such Registration Statement, amdder the Trustee with printed certifica
for such Securities or New Securities, in a forimeguested by the applicable Holder or Holder'sii3el, eligible for deposit with The
Depository Trust Company or any successor themedeuthe Indenture.

(m) The Company shall use its best efforts to cgmapth all applicable rules and regulations of @@mmission to the extent and so long as
they are applicable to the Registered Exchanger Offthe Shelf Registration and will make generalilable to its security holders a
consolidated earnings statement (which need natidéed) covering a twelve-month period commenadifigr the effective date of the
Registration Statement and ending not later thamdsths thereafter, as soon as practicable afteenld of such period, which consolidated
earnings statement shall satisfy the provisiorSeaftion 11(a) of the Securities Act.

(n) The Company shall cause the Indenture to béfigabunder the Trust Indenture Act of 1939, aseaated, on or prior to the effective date
of any Shelf Registration Statement or Exchangei(Riegistration Statement.

(o) The Company may require each Holder of seesriid be sold pursuant to any Shelf RegistratiateStent to furnish to the Company in
writing such information regarding the Holder ahd distribution of such securities as the Compaay from time to time reasonably require
for inclusion in such Registration Statement. TloenPany may exclude from any such Registration Btete the securities of any such
Holder who fails to furnish such information witherreasonable time after receiving such requesh Balder as to which any Shelf
Registration is being effected agrees to furnighmptly to the Company all information required ®disclosed in order to make the
information previously furnished to the Companysogh Holder not materially misleadir
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(p) The Company shall, if requested, promptly ipowate in a Prospectus supplement or post-effeativendment to a Shelf Registration
Statement, such information as the Managing Undtsy if any, and Majority Holders reasonably agsbould be included therein and shall
make all required filings of such Prospectus supglet or post-effective amendment as soon as nbtifieche matters to be incorporated in
such Prospectus supplement or post-effective amendm

(a) () In the case of any Shelf Registration Stagat, the Company shall enter into such agreenfemsiding underwriting agreements) and
take all other appropriate actions in order to elgeor facilitate the registration or the dispmsitof the Securities, and in connection
therewith, if an underwriting agreement is entdérgd, cause the same to contain indemnificatiorvisions and procedures no less favorable
than those set forth in Section 6 hereof (or subkrgorovisions and procedures acceptable to thjerMaHolders and the Managing
Underwriters, if any), with respect to all partiesbe indemnified pursuant to Section 6 hereof fidotders of Securities to the Company.

(i) Without limiting in any way paragraph (q)(io Holder may participate in any underwritten r&gison hereunder unless such Holder
(x) agrees to sell such Holder's securities todvered by such registration on the basis provideahly underwriting arrangements approved
by the Majority Holders and the Managing Underwstand (y) completes and executes in a timely maalheustomary questionnaires,
powers of attorney, underwriting agreements andradbcuments reasonably required by the Compatfyedvlanaging Underwriters in
connection with such underwriting arrangements.

(r) In the case of any Shelf Registration Statentiet Company shall (i) make reasonably availatmérfspection by the Holders of securities
to be registered thereunder, any underwriter ppatimg in any disposition pursuant to such Regigtn Statement, and any attorney,
accountant or other agent retained by the Holdeasp such underwriter all relevant financial arlden records, pertinent corporate
documents and properties of the Company and itsidiabies reasonably requested by such persorcaiiye the Company's officers, direc
and employees to supply all relevi
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information reasonably requested by the Holdemngrsuch underwriter, attorney, accountant or agecdnnection with any such
Registration Statement as is customary for dugetiice examinations in connection with primary undigien offerings; provided, however,
that any information that is nonpublic at the tiofelelivery of such information shall be kept calgntial by the Holders or any such
underwriter, attorney, accountant or agent, urdess disclosure is made in connection with a cproteeding or required by law, or such
information becomes available to the public getgi@ through a third party without an accompanyaigigation of confidentiality; (iii)

make such representations and warranties to theéelrobf securities registered thereunder and tHerwniters, if any, in form, substance and
scope as are customarily made by issuers to uniiersvin primary underwritten offerings; (iv) obtadpinions of counsel to the Company
(which counsel and opinions (in form, scope andtaiire) shall be reasonably satisfactory to theddiag Underwriters, if any) addressec
each selling Holder and the underwriters, if amyering such matters as are customarily coveregpimions requested in underwritten
offerings and such other matters as may be reaborejuested by such Holders and underwriterspbgin "cold comfort” letters (or, in the
case of any person that does not satisfy the dondifor receipt of a "cold comfort" letter speediin Statement on Auditing Standards No.
72, an "agreed-upon procedures"” letter under Steateon Auditing Standards No. 35) and updates tfiérem the independent certified
public accountants of the Company (and, if necgssauy other independent certified public accoutstaf any subsidiary of the Company or
of any business acquired by the Company for whitdnicial statements and financial data are, orexgeired to be, included or incorporated
by reference in the Registration Statement), adeékto each selling Holder of securities registénedeunder and the underwriters, if any, in
customary form and covering matters of the typearuarily covered in "cold comfort” letters in commtien with primary underwritten
offerings; and (vi) deliver such documents andiftestes as may be reasonably requested by theriaidolders and the Managing
Underwriters, if any, including those to evidenoenpliance with Section 4(k) and with any customespditions contained in the
underwriting agreement or other agreement entetecbly the Company. The foregoing actions set forttlauses (jii), (iv), (v) and (vi) of

this Section 4(r) shall be performed (A) on thesefive date of suc



15

Registration Statement and each post-effective dment thereto and (B) at each closing under anguriting or similar agreement as and
to the extent required thereunder.

(s) In the case of any Exchange Offer Registrafitaiement, the Company shall (i) make reasonalalifadote for inspection by each
Purchaser, and any attorney, accountant or ottertaigtained by such Purchaser, all relevant filmhand other records, pertinent corporate
documents and properties of the Company and itsidialoies reasonably requested by such persomaii3e the Company's officers, direc
and employees to supply all relevant informaticasmably requested by such Purchaser or any siacheat, accountant or agent in
connection with any such Registration Statemeit asstomary for due diligence examinations in @mion with primary underwritten
offerings; provided, however, that any informattbat is nonpublic at the time of delivery of sunformation shall be kept confidential by
such Purchaser or any such attorney, accountagestt, unless such disclosure is made in connewiibra court proceeding or required by
law, or such information becomes available to thelio generally or through a third party without@arcompanying obligation of
confidentiality; (iii) make such representationsl avarranties to such Purchaser, in form, substandescope as are customarily made by
issuers to underwriters in primary underwrittereafigs; (iv) obtain opinions of counsel to the Camyp (which counsel and opinions (in
form, scope and substance) shall be reasonab$fasztiry to such Purchaser and its counsel), aselde® such Purchaser, covering such
matters as are customarily covered in opinionsestpd in underwritten offerings and such other ensitas may be reasonably requested by
such Purchaser or its counsel; (v) obtain "coldfoothletters and updates thereof from the independertified public accountants of the
Company (and, if necessary, any other independstified public accountants of any subsidiary & @ompany or of any business acquired
by the Company for which financial statements andrfcial data are, or are required to be, inclusteidcorporated by reference in the
Registration Statement), addressed to such Pumghiaseistomary form and covering matters of thgetgustomarily covered in "cold
comfort” letters in connection with primary undeittem offerings, or if requested by such Purchaséts counsel in lieu of a "cold comfort"
letter, an agree-upon procedure
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letter under Statement on Auditing Standards Noc8®&ering matters requested by such Purchasés oounsel; and (vi) deliver such
documents and certificates as may be reasonahleséed by such Purchaser or its counsel, incluttioge to evidence compliance with
Section 4(k) and with conditions customarily con&al in underwriting agreements. The foregoing astiget forth in clauses (iii), (iv), (v) a
(vi) of this Section 4(s) shall be performed (AXtz close of the Registered Exchange Offer anab(Bhe effective date of any post-effective
amendment to the Exchange Registration Statement.

5. Registration Expenses. The Company shall béakpénses incurred in connection with the perferoesof its obligations under Section:

3 and 4 hereof and, in the event of any Shelf Regisn Statement, will reimburse the Holders foe teasonable fees and disbursements of
one firm or counsel (in addition to one local caelris each relevant jurisdiction) designated byNtagority Holders to act as counsel for the
Holders in connection therewith ("Holders' CoungeNotwithstanding the foregoing, the Holders af gecurities being registered shall pay
all agency or brokerage fees and commissions addrumiting discounts and commissions attributabléhe sale of such securities and the
fees and disbursements of any counsel or othesadvor experts retained by such holders (sevesalgintly), other than the counsel and
experts specifically referred to above in this #ech, transfer taxes on resale of any of the séesiby such Holders and any advertising
expenses incurred by or on behalf of such Holdet®nnection with any offers they may make.

6. Indemnification and Contribution. (a) In conrientwith any Registration Statement, the Compamgegto indemnify and hold harmless
each Holder of securities covered thereby (inclg@iach Purchaser and, with respect to any Prospdetivery as contemplated in Section 4
(h) hereof, each Exchanging Dealer), the directifgsers, employees and agents of each such Helageach other person, if any, who
controls any such Holder within the meaning of fecl5 of the Securities Act or Section 20 of thelange Act against any and all losses,
claims, damages or liabilities, joint or severalpthich they or any of them may become subject utideSecurities Act, the Exchange Act or
other Federal or state statutory law or regulati@rcommon law or otherwise, insofar as such Iggdesns, damages or liabilities (or actions
in respect thereof) arise out of or are based @myruntrue statement or alleged untrue statemesnudterial fact contained in the
Registration Statement as originally fil
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or in any amendment thereof, or in any prelimin@rgspectus or Prospectus, or in any amendmenioth@rsupplement thereto, or arise out
of or are based upon the omission or alleged ooridsi state therein a material fact required tgthged therein or necessary to make the
statements therein not misleading, and agreesnduese each such indemnified party, as incurredafiy legal or other expenses reasonably
incurred by them in connection with investigatingdefending any such loss, claim, damage, liabditaction; provided, however, that the
Company will not be liable in any case to the ekthat any such loss, claim, damage or liabilitges out of or is based upon any such ur
statement or alleged untrue statement or omissiatleged omission made therein in reliance upahiarconformity with written

information furnished to the Company by or on bébahny such Holder specifically for inclusion te&; provided further, however, that the
indemnity agreement contained in this Section sk@)l not inure to the benefit of any indemnifieatty to the extent that it is determined
final, non-appealable judgment that (i) a prelinmnBrospectus contained an untrue statement ofterialafact or omitted to state therein a
material fact required to be stated therein or s&agy to make the statements therein not misleadlipnthe sale to the person asserting any
such losses, claims, damages or liabilities waisiial resale of securities by any Holder, (iifyasuch loss, claim, damage or liability of s
indemnified party results from the fact that thesmes not sent or given to such person, at or poidhé written confirmation of the sale of such
securities to such person, a copy of any revisetinpinary Prospectus, the related Prospectus oreflaged Prospectus as amended or
supplemented in any case where such delivery isinedjby the Securities Act, and the Company hagipusly furnished copies thereof to
such Holder and (iv) the revised preliminary Praspg, the related Prospectus or the related Praspas amended or supplemented corre
such untrue statement or omission. This indemmjtgement will be in addition to any liability whithe Company may otherwise have.

The Company also agrees to indemnify or contribaileosses (as defined below) of, as provided irtiSe&(d), any underwriters of
Securities registered under a Shelf RegistratiateStent, their officers, directors, employees agehts and each person who controls such
underwriters on substantially the same basis dofttae indemnification of the Purchasers andstiléng Holders provided in this Section 6
(a) and shall, if requested by any Holder, enty &am underwriting agreement reflecting such agergnas provided in Section 4(q) here
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(b) Each Holder of securities covered by a RedistnaStatement (including each Purchaser and, iggpect to any Prospectus delivery as
contemplated in Section 4(h) hereof, each ExchanDiealer) severally and not jointly agrees to inddéynand hold harmless the Company,
each of its directors and officers and each oteesgn, if any, who controls the Company within tieaning of Section 15 of the Securities
Act or Section 20 of the Exchange Act to the santerd as the foregoing indemnity from the Compangdch such Holder, but only with
reference to written information relating to sucbldter furnished to the Company by or on behalfuafhsHolder specifically for inclusion in
the documents referred to in the foregoing indeynfiihis indemnity agreement will be in additionaoy liability which any such Holder may
otherwise have.

(c) Promptly after receipt by an indemnified partyder this Section 6 of notice of the commencernéany action, such indemnified party
will, if a claim in respect thereof is to be madmimst the indemnifying party under this

Section 6, notify the indemnifying party in writired the commencement thereof; but the failure seatify the indemnifying party (i) will not
relieve it from liability under paragraph (a) of) @bove unless and to the extent it did not otheaearn of such action and such failure re
in the forfeiture by the indemnifying party of stdnstial rights and defenses and (ii) will not, myaevent, relieve the indemnifying party from
any obligations to any indemnified party other thia@ indemnification obligation provided in parggnga) or (b) above. The indemnifying
party shall be entitled to appoint counsel of tideimnifying party's choice at the indemnifying parexpense to represent the indemnified
party in any action for which indemnification isugt (in which case the indemni fying party shalt thereafter be responsible for the fees
and expenses of any separate counsel retainec tiydem nified party or parties except as set foetow); provided, however, that such
counsel shall be reasonably satisfactory to therimdfied party. Notwithstanding the indemnifyingiye election to appoint counsel to
represent the indemnified party in an action, ttteemnified party shall have the right to employaseafe counsel (including local counsel),
and the indemnifying party shall bear the reasanéd®s, costs and expenses of such separate camddbcal counsel) if (i) the use of
counsel chosen by the indemnifying party to repreiee indemnified party would present such counstl a conflict of interest,

(i) the actual or potential defendants in, or &sgof, any such action include both the indemdifiarty and the indemnifying party and the
indemnified party
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shall have reasonably concluded that there magdmd befenses available to it and/or other indeighiparties which are different from or
additional to those available to the indemnifyiragtp, (iii) the indemnifying party shall not havemployed counsel reasonably satisfactory to
the indemnified party to represent the indemnifiacty within a reasonable time after notice ofitisitution of such action or (iv) the
indemnifying party shall authorize the indemnifigatty to employ separate counsel at the expengeafdemnifying party. An indemnifyir
party will not, without the prior written conserftthe indemnified parties, settle or compromiseamsent to the entry of any judgment with
respect to any pending or threatened claim, actiomor proceeding in respect of which indemntiiima or contribution may be sought
hereunder (whether or not the indemnified partiesagtual or potential parties to such claim oioagtunless such settlement, compromise or
consent includes an unconditional release of ezéninified party from all liability arising out sfich claim, action, suit or proceeding. It is
understood, however, that the Company shall, imeotion with any one such action or separate thdtantially similar or related actions in
the same jurisdiction arising out of the same galraltegations or circumstances, be liable forrdeesonable fees and expenses of only one
separate firm of attorneys (in addition to any lazaunsel) at any time for all such Holders andtoating persons. An indemnifying party
shall not be liable under this Section 6 to anyeindified party regarding any settlement or compsenair consent to the entry of any
judgment with respect to any pending or threateta@idn, action, suit or proceeding in respect ofahhindemnification or contribution may
sought hereunder (whether or not the indemnifiegtiggmare actual or potential parties to such clairaction) unless such settlement,
compromise or consent is consented to by such indgimg party, which consent shall not be unreasbnavithheld.

(d) In the event that the indemnity provided ingzaaph (a) or (b) of this Section 6 is unavailabler insufficient to hold harmless an
indemnified party for any reason, then each apbpleamdemnifying party, in lieu of indemnifying suindemnified party, shall have a joint
and several obligation to contribute to the agged@sses, claims, damages and liabilities (inclgdéegal or other expenses reasonably
incurred in connection with investigating or defampsame) (collectively "Losses") to which suchenthified party may be subject in such
proportion as is appropriate to reflect the relatienefits received by such indemnifying partyttanone
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hand, and such indemnified party, on the other hfxoth the Initial Placement and the Registratitat&nent which resulted in such Losses;
provided, however, that in no case shall any Pwehar any subsequent Holder of any Security or Bewurity be responsible, in the
aggregate, for any amount in excess of the puratiiaseunt or commission applicable to such Secuoityn the case of a New Security,
applicable to the Security which was exchangeatitesuch New Security, as set forth on the covgepd the Final Memorandum, nor shall
any underwriter be responsible for any amount itesg of the underwriting discount or commissiorliapgple to the securities purchased by
such underwriter under the Registration Statemdmmtiwresulted in such Losses. If the allocatiorvigted by the immediately preceding
sentence is unavailable for any reason, the indgingiparty and the indemnified party shall contd in such proportion as is appropriate to
reflect not only such relative benefits but alse télative fault of such indemnifying party, on thee hand, and such indemnified party, on
other hand, in connection with the statements assions which resulted in such Losses as well go#rer relevant equitable consideratic
Benefits received by the Company shall be deeméea qual to the sum of (x) the total net procdemia the Initial Placement (before
deducting expenses) as set forth on the cover e Final Memorandum and

(y) the total amount of additional interest whible {Company was not required to pay as a resuéigitering the securities covered by the
Registration Statement which resulted in such LasBenefits received by the Purchasers shall bméedo be equal to the total purchase
discounts and commissions as set forth on the quage of the Final Memorandum, and benefits redeiyeany other Holders shall be
deemed to be equal to the value of receiving Skesior New Securities, as applicable, registeratbuthe Securities Act. Benefits received
by any underwriter shall be deemed to be equdldddtal underwriting discounts and commissionsedgorth on the cover page of the
Prospectus forming a part of the Registration &taté which resulted in such Losses. Relative fshdil be determined by reference to
whether any alleged untrue statement or omissilate®to information provided by the indemnifyingrty, on the one hand, or by the
indemnified party, on the other hand. The partgrea that it would not be just and equitable iftcbaition were determined by pro rata
allocation or any other method of allocation whildies not take account of the equitable considersitieferred to above. Notwithstanding the
provisions of this paragraph (d), no person guftfraudulent misrepresentation (within the mearsh&ection 11(f) of the Securities Act)
shall be
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entitled to contribution from any person who was guailty of such fraudulent misrepresentation. porposes of this Section 6, each person
who controls a Holder within the meaning of eittie Securities Act or the Exchange Act and eaddctbr, officer, employee and agent of
such Holder shall have the same rights to contdbuas such Holder, and each person who contrel€tdmpany within the meaning of eitt
the Securities Act or the Exchange Act, each offafehe Company who shall have signed the Registr&tatement and each director of the
Company shall have the same rights to contribta®the Company, subject in each case to the apfditerms and conditions of this
paragraph (d).

(e) The provisions of this Section 6 will remainfill force and effect, regardless of any invedigamade by or on behalf of any Purchaser,
any other Holder, the Company or any underwritesiror of the officers, directors or controlling pams referred to in this Section 6, and will
survive the sale by a Holder of securities covdrned Registration Statement.

7. Miscellaneous.

(a) No Inconsistent Agreements. The Company hasasaif the date hereof, entered into, nor shadhitor after the date hereof, enter into,
any agreement with respect to its securities thadtd the rights granted to the Holders hereintbeowvise conflicts with the provisions hereof.

(b) Amendments and Waivers. The provisions of igiseement, including the provisions of this sentemay not be amended, qualified,
modified or supplemented, and waivers or consentepartures from the provisions hereof may najiben, unless the Company has
obtained the written consent of the Holders otast a majority of the then outstanding aggregateipal amount of Securities (or, after the
consummation of any Exchange Offer in accordantle $&ction 2 hereof, of New Securities); provideattwith respect to any matter that
directly or indirectly affects the rights of anyrébaser hereunder, the Company shall obtain thitgewrconsent of each such Purchaser ac
which such amendment, qualification, supplementy@raor consent is to be effective. Notwithstandihg foregoing (except the foregoing
proviso), a waiver or consent to departure frompeisions hereof with respect to a matter thizttes exclusively to the rights of Holders
whose securities are being sold pursuant to a Ratis Statement and that does not directly oirgudly affect the rights of othe
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Holders may be given by the Majority Holders, detieied on the basis of securities being sold rathen registered under such Registration
Statement.

(c) Notices. All notices and other communicationsvided for or permitted hereunder shall be maderiting by hand-delivery, first-class
mail, facsimile, or air courier guaranteeing ovghtidelivery:

(2) if to a Holder, at the most current addresgilly such Holder to the Company in accordance théltprovisions of this

Section 7(c), which address initially is, with respto each Holder, the address of such Holder taiaied by the registrar under the Indenture,
with a copy in like manner to Salomon Brothers iydacsimile (212-783-2823) and confirmed by maiittat Seven World Trade Center,
New York, New York 10048, Attention: General Coun:

(2) if to you, initially at the address set forththe Purchase Agreement; and
(3) if to the Company, initially at its address f@th in the Purchase Agreement.
All such notices and communications shall be deetodthve been duly given when received.

The Purchasers or the Company by notice to the atlag designate additional or different addreseestbsequent notices or
communications.

(d) Successors and Assigns. This Agreement shatk ito the benefit of and be binding upon the sssmes and assigns of each of the parties,
including, without the need for an express assigriiraeany consent by the Company or subsequentatolaf Securities and/or New
Securities. The Company hereby agrees to extenoethefits of this Agreement to any Holder of Se@siand/or New Securities and any
such Holder may specifically enforce the provisiohghis Agreement as if an original party hereto.

(e) Counterparts. This Agreement may be executathiymumber of counterparts and by the partieshémeseparate counterparts, each of
which when so executed shall be deemed to be gimaliand all of which taken together shall congtitone and the same agreem
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(f) Headings. The headings in this Agreement aredmvenience of reference only and shall not lisnibtherwise affect the meaning hereof.

(g) Governing Law. THIS AGREEMENT SHALL BE GOVERNEBY AND CONSTRUEDIN ACCORDANCE WITH THE
INTERNAL LAWS OF THE STATE OF NEW YORK (WITHOUT REG ARD TO THE CONFLICT OF LAW PROVISIONS
THEREOF).

(h) Severability. In the event that any one of mufréhe provisions contained herein, or the apgicathereof in any circumstances, is held
invalid, illegal or unenforceable in any respeatday reason, the validity, legality and enforcégbof any such provision in every other
respect and of the remaining provisions hereofl stedlbe in any way impaired or affected therebyeing intended that all the rights and
privileges of the parties shall be enforceabléntoftillest extent permitted by law.

(i) Securities Held by the Company, etc. Whenekerdonsent or approval of Holders of a specifiadgraage of principal amount of
Securities or New Securities is required hereurBecurities or New Securities, as applicable, bglthe Company or its Affiliates (other
than subsequent Holders of Securities or New Siesiif such subsequent Holders are deemed to tiléatss solely by reason of their
holdings of such Securities or New Securities) Igtat be counted in determining whether such conseapproval was given by the Holders
of such required percentage.

()) Termination. This Agreement shall automaticalyminate, without any further action on the mdrthe Company or the Purchasers, upon
the termination or cancelation of the Purchase émpent prior to the Closing Dat



Please confirm that the foregoing correctly setthfthe agreement between the Company and you.
Very truly yours,
LEVEL 3 COMMUNICATION, INC.
By:

/sl Terrence J. Ferguson

Name: Terrence J. Ferguson
Title: Senior Vice President

The foregoing Agreement is
hereby confirmed and accepted
as of the date first above written

SALOMON BROTHERS INC
GOLDMAN, SACHS & CO.
CHASE SECURITIES INC.
J.P. MORGAN & CO.

UBS SECURITIES LLC

By: SALOMON BROTHERS INC
By:

Name:
Title:



Please confirm that the foregoing correctly setthfthe agreement between the Company and you.
Very truly yours,
LEVEL 3 COMMUNICATION, INC.

By:

Name:

Title:

The foregoing Agreement is
hereby confirmed and accepted
as of the date first above written

SALOMON BROTHERS INC
GOLDMAN, SACHS & CO.
CHASE SECURITIES INC.
J.P. MORGAN & CO.

UBS SECURITIES LLC

By: SALOMON BROTHERS INC
By:

/sl D. Scott MIler

Nane: D. Scott MIler
Title: Managing Director



ANNEX A

Each broker-dealer that receives New Securitieggawn account pursuant to the Registered Exah@ffer must acknowledge that it will
deliver a prospectus in connection with any reskuch New Securities. The Letter of Transmittates that by so acknowledging and by
delivering a prospectus, a broker-dealer will rodlieemed to admit that it is an "underwriter" witthe meaning of the Securities Act. This
Prospectus, as it may be amended or supplememiedifne to time, may be used by a broker-dealenimection with resales of New
Securities received in exchange for Securities e/isech New Securities received in exchange for i@e=uwhere such New Securities were
acquired by such broker-dealer as a result of ntarleking activities or other trading activities.&f@ompany has agreed that, starting on the
date hereof (the "Expiration Date") and endinglmndlose of business on the day that is 180 ddigsMiag the Expiration Date, it will make
this Prospectus available to any br-dealer for use in connection with any such ressde "Plan of Distribution.



ANNEX B

Each broker-dealer that receives New Securitieggawn account in exchange for Securities, wiseieh Securities were acquired by such
broker-dealer as a result of marke&king activities or other trading activities, masknowledge that it will deliver a prospectus ameectior
with any resale of such New Securities. See "Pfdbistribution.”



ANNEX C
PLAN OF DISTRIBUTION

Each broker-dealer that receives New Securitieg$awn account pursuant to the Registered Exaa@féer must acknowledge that it will
deliver a prospectus in connection with any resuch New Securities. The Prospectus, as it reagniended or supplemented from tim
time, may be used by a broker-dealer in conneactitim resales of New Securities received in exchang&ecurities where such Securities
were acquired as a result of market-making actisitr other trading activities. The Company hasedjthat, starting on the Expiration Date
and ending on the close of business on the daysi#®0 days following the Expiration Date, it willake this Prospectus, as amended or
supplemented, available to any broker-dealer ferimgonnection with any such resale. In additionijl , 199 , all dealers effecting
transactions in the Exchange Securities may bdnestjto deliver a prospectus./*/

The Company will not receive any proceeds from sadg of New Securities by broker-dealers. New Seesireceived by broker-dealers for
their own account pursuant to the Exchange Offey b@asold from time to time in one or more tranigas in the over-the-counter market, in
negotiated transactions, through the writing ofap on the New Securities or a combination of suelthods of resale, at market prices
prevailing at the time of resale, at prices relatesuch prevailing market prices or negotiatedg®i Any such resale may be made directly to
purchasers or to or through brokers or dealerswagp receive compensation in the form of commiss@mnsoncessions from any such
broker-dealer and/or the purchasers of any such Sknurities. Any broker- dealer that resells Newugiéies that were received by it for its
own account pursuant to the Registered Exchanger @ffd any broker or dealer that participatesdistibution of such New Securities may
be deemed to be an "underwriter" within the meanifdpe Securities Act and any profit of any suebale of New Securities and any
commissions or concessions received by any sucopgmay be deemed to be underwriting compensatider the Securities Act. The
Letter of Transmittal states that by acknowledgimay it will deliver and by delivering a prospectasbroker-dealer will not be deemed to
admit that it is an "underwriter" within the meamiof the Securities Act.

/*I In addition, the legend required by Item 502¢& Regulation -K will appear on the back cover page of the ExcleaDifer Prospectu:



For a period of 180 days after the Expiration D#te,Company will promptly send additional copiéshis Prospectus and any amendmet
supplement to this Prospectus to any broker-délad¢requests such documents in the Letter of Tnédted. The Company has agreed to pay
all expenses incident to the Exchange Offer (othan the expenses of counsel for the holders oB#wairities) other than commissions or
concessions of any brokers or dealers and willima#y the holders of the Securities (including dmgker-dealers) against certain liabilities,
including liabilities under the Securities Act.

[If applicable, add information required by Regidats-K Items 507 and/or 508



ANNEX D
Rider A

[ ] CHECK HERE IF YOU ARE A BROKER-DEALER AND WISH TO RECEIVE 10 ADDITIONAL
COPIES OF THE PROSPECTUS AND 10 COPIES OF ANY AMENIMENTS OR SUPPLEMENTS
THERETO.

Name:

Address:

Rider B

If the undersigned is not a broker-dealer, the tsigeed represents that it is not engaged in, aed dot intend to engage in, a distribution of
New Securities. If the undersigned is a br-dealer that will receive New Securities for itsromccount in exchange for Securities that were
acquired as a result of market-making activitiestbier trading activities, it acknowledges thatiit deliver a prospectus in connection with
any resale of such New Securities; however, bycka@vledging and by delivering a prospectus, thegeusigned will not be deemed to admit
that it is an "underwriter" within the meaning bétSecurities Ac



EXHIBIT 12

STATEMENT REGARDING COMPUTATION OF RATIO OF EARNING S TO FIXED CHARGES

LEVEL 3 COMMUNICATIONS, INC.

THREE MONTHS
ENDED MARCH 31,

($ IN MILLION
Earnings (Loss) from Continuing
Operations Before Taxes
Interest on Debt, net of
Capitalized Interest............ 4 3
Interest Expense Portion of
Rental Expense

Earnings Available for Fixed
Charges.......ccceeeeenineans $ 29% 29

Interest on Debt.................. $ 4% 3
MFS Preferred Dividends -- -

Interest Expense Portion of
Rental Expense

Total Fixed Charges....

Ratio of Earnings to Fixed
Charges

Deficiency

FISCAL YEAR ENDED

S, EXCEPT FOR RATIOS)
$70$116 $ (4) $(33) $ 241

15 33 52 77 11

$85$150 $48 $45 $ 252

$15$38%$72 $86 $ 12
- - 8 - -

$15$39%$80 $87 $ 12

5.733.87 -- -- 20.94

$- S $(32) $(42) $ -




EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is tagistration statement of Level 3 Communicatidms, on Form S-4 of our reports dated
March 30, 1998, of our audits of the consolidatedricial statements of Level 3 Communications,, lfttmerly Peter Kiewit Sons', Inc., the
financial statements and financial statement sdeeafiKiewit Construction & Mining Group, a busirsegroup of Peter Kiewit Sons', Inc.,
and the financial statements of Diversified Groapusiness group of Peter Kiewit Sons', Inc. d3asfember 27, 1997 and December 28,
1996 and for each of the three years in the peratkd December 27, 1997 which reports are includédte 1997 Annual Report on Form 10-

KA of Level 3 Communications, Inc., formerly Petdewit Sons', Inc. We also consent to the referanaeur Firm under the caption
"Experts."

Coopers & Lybrand L.L.P.

Omaha, Nebraska
June 8, 199i



EXHIBIT 23.2
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is tagistration statement of Level 3 Communicatidms, on Form S-4 of our report dated
March 13, 1998, except Note 2 as to which the daltday 20, 1998, on our audits of the consoliddieancial statements and financial
statement schedules of RCN Corporation and Submdias of December 31, 1997 and 1996, and foyehes ended December 31, 1997,
1996 and 1995, which report is incorporated byresfee in the 1997 Annual Report on Form 10-KA oféle3 Communications, Inc.,
formerly Peter Kiewit Sons', Inc. We also conserthie reference to our Firm under the caption "Eepe

Coopers & Lybrand L.L.P.

Philadelphia, Pennsylvania
June 8, 199



EXHIBIT 99.1

THE EXCHANGE OFFER WILL EXPIRE AT 5:00 P.M., EASTER N STANDARD TIME, ON , 1998 UNLESS EXTENDED (THE
"EXPIRATION DATE"). TENDERS MAY BE WITHDRAWN PRIOR  TO 5:00 P.M., EASTERN STANDARD TIME, ON THE
EXPIRATION DATE.

LEVEL 3 COMMUNICATIONS, INC.
3555 Farnam Street
Omaha, Nebraska 68131

LETTER OF TRANSMITTAL
For 9 1/8% Senior Notes due 2008

EXCHANGE AGENT:
IBJ SCHRODER BANK & TRUST COMPANY

By Facsimile:
(212) 858-2611

Confirm by telephone:
(212) 858-2103

By Registered or Certified Mail:
IBJ Schroder Bank & Trust Company
P.O. Box 84
Bowling Green Station
New York, New York 10274-0084

Attention: Reorganization Operations Department

By Overnight Courier or By Hand:

IBJ Schroder Bank & Trust Company
One State Street
New York, New York 10004

Attention: Securities Processing Window Subcellae@SC-1)
DELIVERY OF THIS INSTRUMENT TO AN ADDRESS OTHER THA N AS SET FORTH ABOVE DOES
NOT CONSTITUTE A VALID DELIVERY.

PLEASE READ THE ENTIRE LETTER OF TRANSMITTAL, INCLU DING
THE INSTRUCTIONS TO THIS LETTER, CAREFULLY
BEFORE CHECKING ANY BOX BELOW

Capitalized terms used in this Letter and not defiherein shall have the respective meanings asttiothem in the Prospectus.

List in Box 1 below the Original Notes of which yate the holder. If the space provided in Box ihé&lequate, list the certificate numbers
and principal amount of Original Notes on a se@aBGNED schedule and affix that schedule to tletdr.



BOX 1

TO BE COMPLETED BY ALL TENDERING HOLDERS

PRINCIP AL AMOUNT
NAME(S) AND ADDRESS(ES) OF REGISTERED HOLDER(S) CERTIFICATE  PRINCIPAL AMOUNT  OF ORIG INAL NOTES
(PLEASE FILL IN IF BLANK) NUMBER(S)(1) OF ORIGINAL NOTES TENDE RED(2)

TOTALS:

(1) Need not be completed if Original Notes arenpaendered by book-entry transfer.
(2) Unless otherwise indicated, the entire princggaount of Original Notes represented by a cedté or BookEntry Confirmation delivere
to the Exchange Agent will be deemed to have beedered.

The undersigned acknowledges receipt of the Prospeated , 1998 (the "Prospectus") of Level 3 Caminations, Inc., a Delaware
corporation (the "Company"), and this Letter of i3mittal for 9 1/8% Senior Notes due 2008 which m@ymended from time to time (this
"Letter"), which together constitute the Compamffer (the "Exchange Offer") to exchange, for e&&t000 in principal amount of its
outstanding 9 1/8% Senior Notes due 2008 issued@liadn a transaction exempt from registrationarrtie Securities Act of 1933, as
amended (the "Original Notes"), $1,000 in princigalount of 9 1/8% Senior Notes due 2008 (the "Ne#ehl').

The undersigned has completed, executed and dedivkis Letter to indicate the action he or shérdesgo take with respect to the Exchange
Offer.

All holders of Original Notes who wish to tendeeithOriginal Notes must, prior to the Expirationt®a(1) complete, sign, date and mail or
otherwise deliver this Letter to the Exchange Aganperson or to the address set forth abovej2ntnder his or her Original Notes or, if a
tender of Original Notes is to be made by bookyetransfer to the account maintained by the Exchafgent at The Depository Trust
Company (the "Book-Entry Transfer Facility"), canfi such book-entry transfer (a "Book-Entry Confitima"), in each case in accordance
with the procedures for tendering described inltiséructions to this Letter. Holders of Original fde whose certificates are not immediately
available, or who are unable to deliver their ¢iedtes or Book-Entry Confirmation and all otheicdments required by this Letter to be
delivered to the Exchange Agent on or prior toEgiration Date, must tender their Original Notes@ding to the guaranteed delivery
procedures set forth under the caption "The Exch&difer -- How to Tender" in the Prospectus. (Sesrluction 1).

The Instructions included with this Letter mustfblkowed in their entirety. Questions and requéstsassistance or for additional copies of
the Prospectus or this Letter may be directededetkchange Agent, at the address listed aboveeo€ompany, 3555 Farnam Street, Omaha,
Nebraska 68131, Attention: Vice President, InveRelations (telephone (402) &- 3677).

Ladies and Gentlemen:

Upon the terms and subject to the conditions obBkehange Offer, the undersigned tenders to thepgaosthe principal amount of Original
Notes indicated above. Subject to, and effectivenyphe acceptance for exchange of the Originaédltgndered with this Letter, t
undersigned exchanges, assigns and transfersupparthe order of, the Company all right, titlelamterest in and to the Original Notes
tendered.

The undersigned constitutes and appoints the ExghAgent as his or her agent and attorney-in-faith (full knowledge that the Exchange
Agent also acts as the agent of the Company) wipect to the tendered
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Original Notes, with full power of substitution,:t@) deliver certificates for such Original Notés) deliver Original Notes and all
accompanying evidence of transfer and authentioityr upon the order of the Company upon receighkyExchange Agent, as the
undersigned's agent, of the New Notes to whichutidersigned is entitled upon the acceptance bZtmepany of the Original Notes tende
under the Exchange Offer; and (c) receive all benahd otherwise exercise all rights of benefioi@hership of the Original Notes, all in
accordance with the terms of the Exchange Offee. @dwer of attorney granted in this paragraph sfeatleemed irrevocable and coupled
with an interest.

The undersigned hereby represents and warrantheratshe has full power and authority to teneechange, assign and transfer the Ori
Notes tendered hereby and that the Company williseggood and unencumbered title thereto, freectaat of all liens, restrictions, charc
and encumbrances and not subject to any adveiise dlhe undersigned will, upon request, executedaiver any additional documents
deemed by the Company to be necessary or destmbtanplete the assignment and transfer of theixligNotes tendered.

The undersigned agrees that acceptance of anyregh@eiginal Notes by the Company and the issuanh®ew Notes in exchange therefor
shall constitute performance in full by the Compalijts obligations under the Registration Agreetr(@s defined in the Prospectus) and 1
upon the issuance of the New Notes, the Comparhawe no further obligations or liabilities thereler (except in certain limited
circumstances). By tendering Original Notes, thdarsigned certifies (a) that it is not an "affidabf the Company within the meaning of
Rule 405 under the Securities Act, that it is nbt@ker-dealer that owns Original Notes acquiredally from the Company or an affiliate of
the Company, that it is acquiring the New Notethimordinary course of the undersigned's businedsteat the undersigned is not engage
and does not intend to engage in, a distributioNef Notes or (b) that it is an "affiliate" (as @efined) of the Company or of the initial
purchasers in the offering of the Original Noteg] ¢hat it will comply with the registration andogpectus delivery requirements of the
Securities Act to the extent applicable to it.

The undersigned acknowledges that, if it is a bralealer that will receive New Notes for its owrtaant in exchange for Original Notes that
were acquired as a result of market-making actigitir other trading activities, it will deliver aogpectus in connection with any resale of
such New Notes. By so acknowledging and by delinged prospectus, a broker-dealer will not be deaimedimit that it is an "underwriter”
within the meaning of the Securities Act.

The undersigned understands that the Company neaptihe undersigned's tender by delivering writtetice of acceptance to the Excha
Agent, at which time the undersigned's right tchaiw such tender will terminate.

All authority conferred or agreed to be conferrgdhis Letter shall survive the death or incapaofityhe undersigned, and every obligation of
the undersigned under this Letter shall be bindingn the undersigned's heirs, personal represesgasuccessors and assigns. Tenders may
be withdrawn only in accordance with the procedsetdorth in the Instructions contained in thigtee

Unless otherwise indicated under "Special Delivestructions” below, the Exchange Agent will delinew Notes (and, if applicable, a
certificate for any Original Notes not tendered tmpresented by a certificate also encompassirmgjr@tiNotes which are tendered) to the
undersigned at the address set forth in Box 1.

The undersigned acknowledges that the Exchange Sféeibject to the more detailed terms set fortthé Prospectus and, in case of any
conflict between the terms of the Prospectus aisd_titer, the Prospectus shall prevail.

3



[ ]CHECK HERE IF TENDERED ORIGINAL NOTES ARE BEING DELIVERED BY BOOK-ENTRY TRANSFER MADE TO
THE ACCOUNT MAINTAINED BY THE EXCHANGE AGENT WITHT HE BOOK-ENTRY TRANSFER FACILITY AND
COMPLETE THE FOLLOWING:

Name of Tendering Institution: Account Numr
Transaction Code Numl

[ |CHECK HERE IF TENDERED ORIGINAL NOTES ARE BEING DELIVERED PURSUANT TO A NOTICE OF
GUARANTEED DELIVERY PREVIOUSLY SENT TO THE EXCHANGE AGENT AND COMPLETE THE FOLLOWING:

Name(s) of Registered Owner(s): Date of Executionotithl of Guarantee
Delivery: Window Tidkember (if available): Name
of Institution which Guaranteed Delivery:

[ ]CHECK HERE IF YOU ARE A BROKER-DEALER AND WISH T O RECEIVE 10 ADDITIONAL COPIES OF THE
PROSPECTUS AND 10 COPIES OF ANY AMENDMENTS OR SUPPEEMENTS THERETO.

Name: Addr




PLEASE READ THE ACCOMPANYING INSTRUCTIONS CAREFULLY
BOX 2

PLEASE SIGN HERE WHETHER OR NOT ORIGINAL NOTES ARE BEING
PHYSICALLY TENDERED HEREBY

X _
X
SIGNATURE(S) OF OWNER(S) DATE
OR AUTHORIZED SIGNATORY

Area Code and Telephone Number:

This box must be signed by registered holder(riginal Notes as their name(s) appear(s) on azaté(s) for Original Notes, or by person
(s) authorized to become registered holder(s) lopem®ment and documents transmitted with this Ldftsignature is by a trustee, executor,

administrator, guardian, officer or other persotinacin a fiduciary or representative capacity,fsperson must set forth his or her full title
below. (See Instruction 3)

Name(s)
(PLEASE PRINT)
Capacity
Address
(INCLUDE ZIP CODE)
Signature(s) Guaranteed by an Eligible InsttuttAUTHORIZED

SIGNATURE) (If required by Instrucjion 3

(TITLE)
(NAME OF FIRM)

5



BOX 3

TO BE COMPLETED BY ALL TENDERIN

PAYOR'S NAME: IBJ SCHRODER BANK & T

PART 1--PLEASE PROVIDE YOUR TIN
IN THE BOX AT RIGHT AND

CERTIFY BY SIGNING AND DATING
BELOW.

SUBSTITUTE
FORM W-9

PART 2--CHECK THE BOX IF YOU AR
WITHHOLDING BECAUSE (1) YOU HAV

G HOLDERS

RUST COMPANY

SOCIAL SECURITY
NUMBER
OR EMPLOYER
IDENTIFICATION NUMBER

E NOT SUBJECT TO BACK-UP
E NOT BEEN NOTIFIED BY THE

DEPARTMENT OF THE INTERNAL REVENUE SERVICE THAT Y OU ARE SUBJECT TO BACK-UP
TREASURY INTERNAL WITHHOLDING AS A RESULT OF FAIL URE TO REPORT ALL

REVENUE SERVICE INTEREST [ ] OR DIVIDENDS, OR

SERVICE HAS NOTIFIED YOU THAT Y

PAYOR'S REQUEST BACK-UP WITHHOLDING, OR (3) YOU

FOR  WITHHOLDING.
TAXPAYER

IDENTIFICATION

NUMBER (TIN)

CERTIFICATION--UNDER THE PENALT
CERTIFY THAT THE INFORMATION PR
IS TRUE, CORRECT AND COMPLETE.

SIGNATURE

BOX 4

SPECIAL ISSUANCE INSTRUCTIONS SPECIA

(SEE INSTRUCTIONS 3 AND 4) (SEE
To be completed ONLY if To be co
certificates for Original Notes in certific
a principal amount not exchanged, a princi
or New Notes, are to be issued in or New N
the name of someone other than the someone
person whose signature appears in whose si
Box 2, or if Original Notes ortoan
delivered by book-entry transfer shown in
which are not accepted for
exchange are to be returned by Deliver:
credit to an account maintained at
the Book-Entry Transfer Facility (check a

other than the account indicated
above. [] Or
[] Ne

Issue and deliver:

(2) THE INTERNAL REVENUE
OU ARE NO LONGER SUBJECT TO
ARE EXEMPT FROM BACK-UP

IES OF PERJURY, |
OVIDED ON THIS FORM PART 3
CHECK IF
AWAITING
TIN

DATE []

BOX5
L DELIVERY INSTRUCTIONS

INSTRUCTIONS 3 AND 4)

mpleted ONLY if

ates for Original Notes in
pal amount not exchanged,
otes, are to be sent to
other than the person
gnature appears in Box 2
address other than that
Box 1.

ppropriate boxes)

iginal Notes not tendered
w Notes, to:

(check appropriate boxes)

[] Original Notes not tendered

[L] New Notes, to: Name

Name
(PLEASE PRINT)

Address
Address

Please complete the Substitute
Form W-9 at Box 3

(PLEASE PRINT)




Tax I.D. or Social Security

Number:




INSTRUCTIONS

FORMING PART OF THE TERMS AND
CONDITIONS OF THE EXCHANGE OFFER

1. DELIVERY OF THIS LETTER AND CERTIFICATES. Certifates for Original Notes or a Book-Entry Confirimat as the case may be,
as well as a properly completed and duly execubgy of this Letter and any other documents requinethis Letter, must be received by the
Exchange Agent at one of its addresses set forthirhen or before the Expiration Date. The methbdedivery of this Letter, certificates for
Original Notes or a Book-Entry Confirmation, as ttzese may be, and any other required documentghis alection and risk of the tendering
holder, but except as otherwise provided belowdiarery will be deemed made when actually reagivge the Exchange Agent. If delivery
is by mail, the use of registered mail with retteneipt requested, properly insured, is suggested.

Holders whose Original Notes are not immediatelgilable or who cannot deliver their Original Notesa Book-Entry Confirmation, as the
case may be, and all other required documentst&xichange Agent on or before the Expiration Daag tander their Original Notes
pursuant to the guaranteed delivery procedurefodhtin the Prospectus. Pursuant to such procedure

(i) tender must be made by or through an Eligib&itution (as defined in the Prospectus undec#mion "The Exchange Offer"); (ii) prior

to the Expiration Date, the Exchange Agent musehraeceived from the Eligible Institution a propeclympleted and duly executed Notice of
Guaranteed Delivery (by telegram, telex, facsirmd@msmission, mail or hand delivery)

(x) setting forth the name and address of the lmpttle description of the Original Notes and thiagipal amount of Original Notes tendered,
(y) stating that the tender is being made theretoly(a) guaranteeing that, within three New YorkcBt&xchange trading days after the dat
execution of such Notice of Guaranteed Deliverig Lietter together with the certificates represemthe Original Notes or a Book-Entry
Confirmation, as the case may be, and any othardents required by this Letter will be depositedhmy Eligible Institution with the
Exchange Agent; and (iii) the certificates fortalhdered Original Notes or a Book-Entry Confirmatias the case may be, as well as all other
documents required by this Letter, must be recelyethe Exchange Agent within three New York St&sichange trading days after the date
of execution of such Notice of Guaranteed Delivatias provided in the Prospectus under the capfibe Exchange Offer--How to

Tender."

All questions as to the validity, form, eligibilifjncluding time of receipt), acceptance and witlvel of tendered Original Notes will be
determined by the Company, whose determinationheilfinal and binding. The Company reserves thelatesright to reject any or all
tenders that are not in proper form or the accegtah which, in the opinion of the Company's colingeuld be unlawful. The Company al
reserves the right to waive any irregularities @nditions of tender as to particular Original Not&B tendering holders, by execution of this
Letter, waive any right to receive notice of acesge of their Original Notes.

Neither the Company, the Exchange Agent nor angrgibrson shall be obligated to give notice of disfer irregularities in any tender, r
shall any of them incur any liability for failure give any such notice.

2. PARTIAL TENDERS; WITHDRAWALS. If less than thantre principal amount of any Original Note evideddy a submitted certificate
or by a Book-Entry Confirmation is tendered, thedering holder must fill in the principal amounndered in the fourth column of Box 1
above. All of the Original Notes represented bdificate or by a Book-Entry Confirmation deliver® the Exchange Agent will be deemed
to have been tendered unless otherwise indicategrificate for Original Notes not tendered widl bent to the holder, unless otherwise
provided in Box 5, as soon as practicable afteBkgiration Date, in the event that less than titée principal amount of Original Notes
represented by a submitted certificate is tend@rgdn the case of Original Notes tendered by beoky transfer, such non-exchanged
Original Notes will be credited to an account maiiméd by the holder with the Book-Entry Transfecikg).

If not yet accepted, a tender pursuant to the Engh®ffer may be withdrawn prior to the Expiratidate. To be effective with respect to the

tender of Original Notes, a notice of withdrawalstii) be received by the Exchange Agent befoeeGbmpany notifies the Exchange Agent
that it has accepted the tender of Original Notesymnt to the Exchange Offer; (ii) specify the pavhthe person who tendered the Original

Notes;



(iiif) contain a description of the Original Noteslie withdrawn, the certificate numbers shown engérticular Exchange Agent before the
Company notifies the Exchange Agent that it hagpied the tender of Original Notes pursuant tdgkehange Offer; (ii) specify the name
the person who tendered the Original Notes; (6i)tain a description of the Original Notes to béhdfawn, the certificate numbers shown on
the particular certificates evidencing such OrigiNates and the principal amount of Original Nategresented by such certificates; and (iv)
be signed by the holder in the same manner asritieal signature on this Letter (including any uégd signature guarantee).

3. SIGNATURES ON THIS LETTER; ASSIGNMENTS; GUARANTEEOF SIGNATURES. If this Letter is signed by thddes(s) of
Original Notes tendered hereby, the signature mmsespond with the name(s) as written on the édicke certificate(s) for such Original
Notes, without alteration, enlargement or any cleanbatsoevel

If any of the Original Notes tendered hereby ar@eavby two or more joint owners, all owners mughghis Letter. If any tendered Original
Notes are held in different names on several oeat#s, it will be necessary to complete, sign suitoimit as many separate copies of this L
as there are names in which certificates are held.

If this Letter is signed by the holder of recordidi) the entire principal amount of the holderisgihal Notes are tendered; and/or (ii)
untendered Original Notes, if any, are to be isdodtie holder of record, then the holder of reauedd not endorse any certificates for
tendered Original Notes, nor provide a separatel panwver. If any other case, the holder of recordtnmansmit a separate bond power with
this Letter.

If this Letter or any certificate or assignmensigned by trustees, executors, administrators,dipuas, attorneys-in-fact, officers of
corporations or others acting in a fiduciary orresyentative capacity, such persons should so irdighen signing and proper evidence
satisfactory to the Company of their authority écast must be submitted, unless waived by the Casnpa

Signatures on this Letter must be guaranteed Wligible Institution, unless Original Notes aredened: (i) by a holder who has not
completed the Box entitled "Special Issuance lsimas" or "Special Delivery Instructions” on thistter; or (ii) for the account of an

Eligible Institution. In the event that the signasiin this Letter or a notice of withdrawal, as ttase may be, are required to be guaranteed,
such guarantees must be by an eligible guarargttution which is a member of The Securities Tfanégents Medallion Program
(STAMP), The New York Stock Exchanges Medallionriityire Program (MSP) or The Stock Exchanges Medalrogram (SEMP)
(collectively, "Eligible Institutions"). If OrigineNotes are registered in the name of a persorr ttla@ the signer of this Letter, the Original
Notes surrendered for exchange must be endorseaat by, accompanied by a written instrument or umagnts of transfer or exchange
satisfactory form as determined by the Companitsisole discretion, duly executed by the registérelder with the signature thereon
guaranteed by an Eligible Institution.

4. SPECIAL ISSUANCE AND DELIVERY INSTRUCTIONS. Terdng holders should indicate, in Box 4 or 5, agliapble, the name and
address to which the New Notes or certificates<daginal Notes not exchanged are to be issuedrdr Balifferent from the name and addr

of the person signing this Letter. In the casessfiance in a different name, the tax identificatiomber of the person named must also be
indicated. Holders tendering Original Notes by beoltry transfer may request that Original Notesexathanged be credited to such account
maintained at the Book-Entry Transfer Facility astsholder may designate.

5. TAX IDENTIFICATION NUMBER. Federal income taxwarequires that a holder whose tendered Originaéblare accepted for
exchange must provide the Exchange Agent (as pawtithis or her correct taxpayer identificatiommier ("TIN"), which, in the case of a
holder who is an individual, is his or her societsrity number. If the Exchange Agent is not predavith the correct TIN, the holder may be
subject to a $50 penalty imposed by the InternaleRee Service. In addition, delivery to the holdethe New Notes pursuant to the
Exchange Offer may be subject to back-up withh@d{if withholding results in overpayment of taxagefund or credit may be obtained.)
Exempt holders (including, among others, all coations and certain foreign individuals) are notjsabto these back-up withholding and
reporting requirements. See the enclosed GuideloreSertification of Taxpayer Identification Numben Substitute Form V8-for additiona
instructions.



Under federal income tax laws, payments that mayaée by the Company on account of New Notes ispuesliant to the Exchange Offer
may be subject to back-up withholding at a rat818f. In order to avoid being subject to back- uthidlding, each tendering holder must
provide his or her correct TIN by completing theibStitute Form W-9" referred to above, certifyihgttthe TIN provided is correct (or that
the holder is awaiting a TIN) and that: (i) thedwl has not been natified by the Internal Reverargi& that he or she is subject to back-up
withholding as a result of failure to report altarest or dividends; or (ii) the Internal Revengev&e has notified the holder that he or she is
no longer subject to back-up withholding; or (@grtify in accordance with the Guidelines that sholder is exempt from back-up
withholding. If the Original Notes are in more thame name or are not in the name of the actual gwoasult the enclosed Guidelines for
information on which TIN to report.

6. TRANSFER TAXES. The Company will pay all transfaxes, if any, applicable to the transfer of @rag Notes to it or its order pursuant
to the Exchange Offer. If, however, the New Notesartificates for Original Notes not exchangedtarbe delivered to, or are to be issued in
the name of, any person other than the record haddéf tendered certificates are recorded inrthme of any person other than the person
signing this Letter, or if a transfer tax is impdd®y any reason other than the transfer of Origiakes to the Company or its order pursuant
to the Exchange Offer, then the amount of suctstearntaxes (whether imposed on the record holdangrother person) will be payable by
the tendering holder. If satisfactory evidence @frpent of taxes or exemption from taxes is not stibchwith this Letter, the amount of
transfer taxes will be billed directly to the tenidg holder.

Except as provided in this Instruction 6, it wibtrbe necessary for transfer tax stamps to beeaffia the certificates listed in this Letter.

7. WAIVER OF CONDITIONS. The Company reserves theaute right to amend or waive any of the spedifienditions in the Exchange
Offer in the case of any Original Notes tendered.

8. MUTILATED, LOST, STOLEN OR DESTROYED CERTIFICATE Any holder whose certificates for Original Notes/e been
mutilated, lost, stolen or destroyed should contaetExchange Agent at the address indicated alfmviirther instructions.

9. REQUESTS FOR ASSISTANCE OR ADDITIONAL COPIES. &gtions relating to the procedure for tenderingvel as requests for
additional copies of the Prospectus or this Letteay be directed to the Exchange Agent.

IMPORTANT: This Letter (together with certificatespresenting tendered Original Notes or a BRokry Confirmation and all other requil
documents) must be received by the Exchange Ageat before the Expiration Date (as defined inRhespectus).
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EXHIBIT 99.2
LEVEL 3 COMMUNICATIONS, INC.

EXCHANGE OFFER
TO HOLDERS OF ITS
9 1/8% SENIOR NOTES DUE 2008

NOTICE OF GUARANTEED DELIVERY

As set forth in the Prospectus dated , 1998 (thes|fectus") of Level 3 Communications, Inc. (thefighany") under "The Exchange Offer--
How to Tender" and in the Letter of Transmittak(th.etter of Transmittal") relating to the offeh&"Exchange Offer") by the Company to
exchange up to $2,000,000,000 in principal amofiitt® 1/8% Senior Notes due 2008 (the "New Ngtés"$2,000,000,000 in principal
amount of its 9 1/8% Senior Notes due 2008, issunebisold in a transaction exempt from registratinder the Securities Act of 1933, as
amended (the "Original Notes"), this form or onbstantially equivalent hereto must be used to @dbepExchange Offer of the Company if:
(i) certificates for the Original Notes are not irdmately available; or (ii) time will not permitlabquired documents to reach the Exchange
Agent (as defined below) on or prior to the ExpimatDate (as defined in the Prospectus) of the Bmgk Offer. Such form may be delivered
by hand or transmitted by telegram, telex, facgrtrinsmission or letter to the Exchange Agent.

TO: IBJ Schroder Bank & Trust Company (the "ExclaAgent")

By Facsimile:

(212) 858-2611

Confirm by telephone:
(212) 858-2103

By Registered or Certified Mail:
IBJ Schroder Bank & Trust Company
P.O. Box 84
Bowling Green Station
New York, New York 10274-0084

Attention: Reorganization Operations Department
By Overnight Courier or By Hand:
IBJ Schroder Bank & Trust Company

One State Street
New York, New York 10004

Attention: Securities Processing Window Subcellae@SC-1)

DELIVERY OF THIS INSTRUMENT TO AN ADDRESS OTHER THA N
AS SET FORTH ABOVE OR TRANSMITTAL OF THIS INSTRUMEN T TO
A FACSIMILE OR TELEX NUMBER OTHER THAN AS SET FORTH
ABOVE DOES NOT CONSTITUTE A VALID DELIVERY.



Ladies and Gentlemen:

The undersigned hereby tenders to the Company, thgoterms and conditions set forth in the Prospeand the Letter of Transmittal (whi
together constitute the "Exchange Offer"), recefpihich are hereby acknowledged, the principal amof Original Notes set forth below
pursuant to the guaranteed delivery procedure ithestin the Prospectus and the Letter of Transhitta

Sign Here

Principal Amount of Original Signature (s)
Notes
Tendered

Please Pr int the Following
Certificate Nos. Informati on

Name(s) _
(if available)
Total Principal Amount Address _
Represented by Original Notes
Certificate(s)

Area Code and Tel. No(s).

Account Number

Dated: , 1998




GUARANTEE

The undersigned, a member of a recognized signgtiaentee medallion program within the meaninBue 17A(d)45 under the Securitit
Exchange Act of 1934, as amended, hereby guarathtaedelivery to the Exchange Agent of certificatendered hereby, in proper form for
transfer, or delivery of such certificates pursuarthe procedure for book-entry transfer, in gitteesse with delivery of a properly completed
and duly executed Letter of Transmittal (or facgntihhereof) and any other required documents, ilsgo@ade within three trading days after
the date of execution of a Notice of Guaranteedv@sl of the above-named person.

Name of Firm okizéd Signature Number and Street or P.O. Box
City State Zip Code Bae and Tel. No.
Dated: , 1998



EXHIBIT 99.3
LEVEL 3 COMMUNICATIONS, INC.

OFFER TO EXCHANGE
UP TO $2,000,000,000 IN PRINCIPAL AMOUNT OF
9 1/8% SENIOR NOTES DUE 2008
FOR
$2,000,000,000 IN PRINCIPAL AMOUNT OF
9 1/8% SENIOR NOTES DUE 2008 ISSUED AND
SOLD IN A TRANSACTION EXEMPT FROM REGISTRATION
UNDER THE SECURITIES ACT OF 1933, AS AMENDED

To Our Clients:

Enclosed for your consideration is a Prospectusddgl, 1998 (as the same may be amended or supptechfrom time to time, the
"Prospectus") and a form of Letter of Transmitthk("Letter of Transmittal") relating to the offgghe "Exchange Offer") by Level 3
Communications, Inc. (the "Company") to exchangéou$2,000,000,000 in principal amount of its 9%/8enior Notes due 2008 (the "New
Notes") for $2,000,000,000 in principal amounttsf9 1/8% Senior Notes due 2008, issued and sadransaction exempt from registrat
under the Securities Act of 1933, as amended @hriglhal Notes").

The material is being forwarded to you as the Herafowner of Original Notes carried by us for yaccount or benefit but not registered in
your name. A tender of any Original Notes may belenanly by us as the registered holder and purgoaydur instructions. Therefore, t
Company urges beneficial owners of Original Notgistered in the name of a broker, dealer, commldaink, trust company or other
nominee to contact such registered holder pronipthey wish to tender Original Notes in the ExcharOffer.

Accordingly, we request instructions as to whethar wish us to tender any or all Original Notes;guant to the terms and conditions set
forth in the Prospectus and Letter of Transmiitéd urge you to read carefully the Prospectus antktef Transmittal before instructing us
tender your Original Notes.

YOUR INSTRUCTIONS TO US SHOULD BE FORWARDED AS PRONILY AS POSSIBLE IN ORDER TO PERMIT US TO TENDER
ORIGINAL NOTES ON YOUR BEHALF IN ACCORDANCE WITH TH PROVISIONS OF THE EXCHANGE OFFER. The Exchange
Offer will expire at 5:00 p.m., Eastern Standarth&j on [day of week] [ ], 1998, unless extended (#xpiration Date"). Original Notes
tendered pursuant to the Exchange Offer may bedvatkn, subject to the procedures described in thepectus, at any time prior to the
Expiration Date.

If you wish to have us tender any or all of yourgiral Notes held by us for your account or bengfiégase so instruct us by completing,
executing and returning to us the instruction foat appears below. The accompanying Letter of Smattal is furnished to you for
informational purposes only and may not be usegdwto tender Original Notes held by us and registén our name for your account or
benefit.



INSTRUCTIONS

The undersigned acknowledge(s) receipt of youelethd the enclosed material referred to therdating to the Exchange Offer of Level 3
Communications, Inc.

THIS WILL INSTRUCT YOU TO TENDER THE PRINCIPAL AMOUNT OF ORIGINAL NOTES INDICATED BELOW HELD BY YOU
FOR THE ACCOUNT OR BENEFIT OF THE UNDERSIGNED, PUBSNT TO THE TERMS OF AND CONDITIONS SET FORTH IN
THE PROSPECTUS AND THE LETTER OF TRANSMITTAL.

Box 1 [ ] Please tender my Original Notes held by yor my account or benefit. | have identifiedarigned schedule attached hereto the
principal amount of Original Notes to be tendeifddaish to tender less than all of my Original st

Box 2 [_] Please do not tender any Original Notelsl by you for my account or benefit.

Date: , 1998

Signature(s)

Please print name(s) here

Unless a specific contrary instruction is giveraigigned Schedule attached hereto, your signajurelson shall constitute an instruction t
to tender all of your Original Notes.



EXHIBIT 99.4
LEVEL 3 COMMUNICATIONS, INC.

OFFER TO EXCHANGE
UP TO $2,000,000,000 IN PRINCIPAL AMOUNT OF
9 1/8% SENIOR NOTES DUE 2008
FOR
$2,000,000,000 IN PRINCIPAL AMOUNT OF
9 1/8% SENIOR NOTES DUE 2008 ISSUED AND
SOLD IN A TRANSACTION EXEMPT FROM REGISTRATION
UNDER THE SECURITIES ACT OF 1933, AS AMENDED

To Securities Dealers, Commercial Banks, Trust Caomgs and Other Nominees:

Enclosed for your consideration is a Prospectusddgl, 1998 (as the same may be amended or supptechfrom time to time, the
"Prospectus") and a form of Letter of Transmitthk("Letter of Transmittal") relating to the offgghe "Exchange Offer") by Level 3
Communications, Inc. (the "Company") to exchang¢ou$2,000,000,000 in principal amount of its 9%/8enior Notes due 2008 (the "New
Notes") for $2,000,000,000 in principal amounttsf¢-1/8% Senior Notes due 2008, issued and sold riarsaction exempt from registration
under the Securities Act of 1933, as amended @hriglhal Notes").

We are asking you to contact your clients for whara hold Original Notes registered in your naménahe name of your nominee. In
addition, we ask you to contact your clients whoydur knowledge, hold Original Notes registerethieir own name. The Company will not
pay any fees or commissions to any broker, dealetheer person in connection with the solicitatafrienders pursuant to the Exchange O
You will, however, be reimbursed by the Companydastomary mailing and handling expenses incuryegoo in forwarding any of the
enclosed materials to your clients. The Companypaiy all transfer taxes, if any, applicable to theder of Original Notes to it or its order,
except as otherwise provided in the Prospectughantetter of Transmittal.

Enclosed are copies of the following documents:

1. The Prospectus;
2. A Letter of Transmittal for your use in connectiwith the tender of Original Notes and for thiaimation of your clients;

3. A form of letter that may be sent to your clefdr whose accounts you hold Original Notes regést in your name or the name of your
nominee, with space provided for obtaining thertBeinstructions with regard to the Exchange Offer

4. A form of Notice of Guaranteed Delivery; and
5. Guidelines for Certification of Taxpayer Idefgition Number on Substitute Form W-9.

Your prompt action is requested. The Exchange Qffgrexpire at 5:00
p.m., Eastern Standard Time, on [day of week]LBR8, unless extended (the "Expiration Date"). @&abNotes tendered pursuant to the
Exchange Offer may be withdrawn, subject to thegdoires described in the Prospectus, at any tiroetprthe Expiration Date.

To tender Original Notes, certificates for OrigitNdtes or a Book-Entry Confirmation, a duly exedut@d properly completed Letter of
Transmittal or a facsimile thereof, and any otlguired documents, must be received by the ExchAggat as provided in the Prospectus
and the Letter of Transmittal.

Additional copies of the enclosed material may b&imed from IBJ Schroder Bank & Trust Company, Exehange Agent, by calling (212)
858-2103.

NOTHING HEREIN OR IN THE ENCLOSED DOCUMENTS SHALL@NSTITUTE YOU OR ANY PERSON AS AN AGENT OF TH
COMPANY OR THE EXCHANGE AGENT, OR AUTHORIZE YOU ORNY OTHER PERSON TO MAKE ANY STATEMENTS ON
BEHALF OF EITHER OF THEM WITH RESPECT TO THE EXCHARE OFFER, EXCEPT FOR STATEMENTS EXPRESSLY MADE
IN THE PROSPECTUS AND THE LETTER OF TRANSMITTAL.
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