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PROSPECTUS SUPPLEMENT
(To Prospectus Dated January 31, 2001)

Level(3)

COMMUNICATIONS

$325,000,000

Level 3 Communications, Inc.

2.875% Convertible Senior Notes due 2010

The notes will bear interest at the rate of 2.8f&Yyear. Interest on the notes is payable on1kilgnd January 15 of each year,
beginning on January 15, 2004. The notes are ctibleby holders into shares of our common stockrainitial conversion price of $7.18 per
share (subject to adjustment in certain eventahgttime following issuance of the notes, unlespvexiously have redeemed or repurchased
the notes or unless the notes have matured.

The notes will mature on July 15, 2010. After JUby 2007, under certain circumstances, we may redbe notes in whole or in part by
paying a “make-whole” premium based on U.S. Treasates as described under the caption “Descrigifdsotes—Redemption of Notes at
Our Option.”

The notes will be our unsecured and unsubordinaididations and will rank equally with all of ouxisting and future unsecured and
unsubordinated indebtedness. Under certain ciramss, holders of the notes will have the righetpuire us to repurchase all or any part of
their notes at a repurchase price equal to 100&teoprincipal amount of the notes, plus accruedwrphid interest to, but excluding, the
repurchase date.

We have also granted the underwriters named irptisispectus supplement an option to purchase ap &alditional $48,750,000
principal amount of notes solely for the purposemfering over-allotments, if any.

Our common stock is quoted on the Nasdaqg Natiorsakst under the symbol “LVLT". The last reportedcprof the common stock on
July 1, 2003, was $6.03 per share.

Investing in the notes involves risks. SeeRisk Factors” beginning on page S-10.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or disproved of these
securities or determined if this prospectus supplesnt or the related prospectus is truthful or complée. Any representation to the
contrary is a criminal offense.

Per Note
Total
Public Offering Price $1,00( $325,000,00
Underwriting Discoun $ 30 $ 9,750,00
Proceeds to Level 3 Communications, Inc. (befopgeases $ 97C $315,250,00

The underwriters expect to deliver the notes telpasers on or about July 8, 2003.

Citigroup

Credit Suisse First Bostor
JPMorgan



Merrill Lynch & Co.
Morgan Stanley

July 1, 200¢
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You should rely only on the information contained m or incorporated by reference in this prospectusgpplement and the
accompanying prospectus. We have not authorized aage to provide you with different information. We ae not making an offer of
these securities in any state where the offer is hpermitted. You should not assume that the inform#on contained in or incorporated
by reference in this prospectus supplement or thecaompanying prospectus is accurate as of any datéher than the date on the front of
this prospectus supplement.
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INFORMATION REGARDING FORWARD LOOKING STATEMENTS

This prospectus supplement contains or incorpotatesference forward looking statements. Thesedad looking statements include,
among others, statements concerning:

the Compan’s communications and information services busiresadvantages and the Comp’s strategy for continuing 1
pursue the business ple

anticipated growth and recovery of the communicetiand information services industry;
plans to devote significant management time andalapsources to the Compé's business
expectations as to the Company’s future revenuasgims, expenses and capital requirements;

anticipated dates on which the Company will begovjging certain services or reach specific milas®in the development a
implementation of its business; a

other statements of expectations, beliefs, futlaagand strategies, anticipated developments teat matters that are not historical
facts.

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

overcome the softness in the economy given itsdiEptionate effect on the telecommunications it
integrate strategic acquisitions;

increase the volume of traffic on the Level 3 neta

attract and retain qualified management and otaesgmnel;

successfully complete commercial testing of nevanetogy and Company information systems to suppent products and service
including voice transmission servict

meet all of the terms and conditions of the Comfsmdgbt obligations;
overcome Software Spectr’s reliance on financial incentives, volume discewartd marketing funds from software publish

reduce downward pressure of Software Spectrum’gimaas a result of the use of volume licensingraathtenance agreements;
and

develop new products and services that meet custdemands and generate acceptable mar
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SUMMARY

This summary highlights information contained elsere or incorporated by reference in this prospscupplement and the
accompanying prospectus. This is not intended ta bemplete description of the matters coveredhim prospectus supplement and the
accompanying prospectus and is subject to, andifiegiin its entirety by, reference to the moreadlet information and financial statements
(including the notes thereto) included or incorpiae by reference in this prospectus supplementlmadccompanying prospectus.

The Company

Level 3 Communications, Inc. and its subsidiarfégyel 3” or the “Company”) engage primarily in tiemmunications and information
services businesses. In late 1997, the Companyuaced a business plan to increase substantiailyfdemation services business and to
expand the range of services it offers by buildingadvanced, international, facilities based comoations network based on Internet Protc
technology (the “Business Plan”). The Companyfiacdities based provider (that is, a provider thamns or leases a substantial portion of the
plant, property and equipment necessary to pratédeervices) of a broad range of integrated coniaations services. The Company has
created, generally by constructing its own as$eisalso through a combination of purchasing aaditey of facilities, the Level 3 Network—
an advanced, international, facilities based comoations network. The Company has designed thell2Metwork to provide
communications services, which employ and leveragally improving underlying optical and InternebB®col technologies.

Level 3's Communications Strategy.The Company is seeking to capitalize on theodpipities presented by significant advancemer
optical and Internet Protocol technologies by pingits Business Plan. Key elements of the Compastrategy include:

* Become the Low Cost Provider of Communicationsi&es\ Level 3's network has been designed to protidé quality
communications services at a lower cost. For exantbe Level 3 Network is constructed using mudtipbnduits to allow the
Company to cost-effectively deploy future genernagiof optical networking components (both fiber #nashsmission electronics and
optronics) and thereby expand capacity and redoiteasts. In addition, the Company'’s strategyistaximize the use of open, non-
proprietary interfaces in the design of its netwsoktware and hardware. This approach is intendguidvide Level 3 with the ability
to purchase the most cost-effective network equigirfrem multiple vendors and allow Level 3 to dgptew technology more
rapidly and effectively

» Combine Latest Generations of Fiber and Opticalhfetogies In order to achieve unit cost reductions fansmission capacit
Level 3 has designed its network with multiple coitglto deploy successive generations of fibexaat improvements in optical
transmission technology. Optimizing optical transsion systems to exploit specific generationstwrfioptic technology currently
provides transmission capacity on the new fiberexaarst effectively than deploying new optical trarssion systems on previous
generations of fibel

« Offer a Comprehensive Range of Communications &exvi The Company provides a comprehensive rangerafrunications
services over the Level 3 Network. The Companyffisrimg broadband transport services under thedrame (3)LinkéM,
colocation services under the brand name (3)CéM&olocation, MPLS based private networks under tla@db name (3)Packét
MPN, Internet access services under the brand if@yGeossroads8", and Softswitch based services under the branes48)
Connectt™Modem and (3)VoicéM. The availability of these services varies by tmra

» Provide Upgradeable Metropolitan Backbone Netwo Level 3's significant investment in metropofitaptical networks enables

the Company to connect directly to points of ta#ggregation. These traffic aggregation facilides typically locations where Ley
3's customers wish to interconnect with the Leveledwork. Level ’s metropolitan backbone networks allow Level
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extend its network services to these aggregatiantpat low costs. As of December 31, 2002, the @amy had constructe
metropolitan networks totaling approximately 14,%8®duit miles and approximately 792,000 fiber miile the United States, and
approximately 3,580 conduit miles and approximaiéi$,000 fiber miles in Europe. The Company beketat these metropolitan
networks are a significant strategic advantageugeosher intercity communications companies thastroannect to customers using
potentially high cost, low capacity, legacy fadd# provided by former local monopoly providersisTtifficult situation is sometime
referred to as th“local loop bottlenec”.

» Provide Colocation Facilities. Level 3 believes that providing colocation servioests network attracts communications inten:
customers by allowing Level 3 to offer those custasreduced bandwidth costs, rapid provisioningdafitional bandwidth,
interconnection with other third-party networks amghroved network performance. Therefore, LeveéBdves that controlling
colocation facilities in its Gateways provides ittwa competitive advantage. As of December 31220@vel 3 had secured
approximately 5.0 million square feet of spaceit®Gateway and colocation facilities and had cateal the buildout of
approximately 3.2 million square feet of this sp:

e Target Top 300 Global Bandwidth CustomersThe Compan’s communications services distribution strategyp istilize a direc
sales force focused on high bandwidth generatisiniesses. These businesses include incumbenteodadnge carriers, established
next generation carriers, international carries® &nown as PTTs, major ISPs, broadband cableis@ewvoperators, major
interexchange carriers, governments, academic cigsmd media and entertainment content provid&nsviding communications
services at continually declining bandwidth costd prices is at the core of the Company’s markabng strategy since bandwidth
generally represents a substantial portion of thesiesse costs.

* Pursue Consolidation Opportunities. The Company from time to time evaluates possibigisition opportunities. In evaluatir
potential consolidation opportunities, among ottréeria, the Company evaluates the potential aitiom according to the
transaction’s ability to generate positive caslwffoom high credit quality customers. In additithe Company generally pursues
opportunities to acquire recurring revenues thatepredominantly from services the Company alrgadyides, in geographic are
that are already served, with customers that ameistnt with Level 3’s existing customer base.February 4, 2003, Level 3
announced the acquisition of substantially allnaf &ssets and operations of Genuity Inc., a Massatis-based provider of
communications services (“Genuity”). Under the agnent, Level 3 paid $60 million in net cash congitien to Genuity and
assumed certain long-term operating agreementpa&of the transaction, the Company also paidriiflfon in cash for assumed
network obligations to be used by Level 3 durin@20As part of the transaction, Level 3 assumedt mio&enuity’s existing
customer contracts and in addition, has signedmailti-year customer contract

* Provide Seamless Interconnection to the Public@®wid Telephone Network (t‘PSTN”). The Company offers (3)Voic#'long
distance service, which allows the seamless interection of the Level 3 Network with the PSTN fondj distance voice
transmissions. Seamless interconnection allow®mests to use Level 8'Internet Protocol based services without modifygristing
telephone equipment or dialing procedures (thatithout the need to dial access codes or folldwepsimilar special procedures).
The Company’s (3)Conne&f Modem turnkey modem infrastructure service usedair8oftswitch technology to seamlessly
interconnect to the PSTN and to the public Inter

» Develop Advanced Operational Processes and BusBgggort Systems. The Company has developed and continues to deeelop
substantial, scalable and web-enabled operationakpses and business support system infrastriggecfically designed to enable
the Company to offer services efficiently to itegested customers. The Company believes that tlsiesyoffers the Company’s
customers industry leading performance standaedsices its operating costs, gives its customeestdiontrol over some of the
services they buy from the Company and allows tbegany to grow rapidly while minimizing redesignitsf business support
systems
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Attract and Motivate High Quality EmployeesThe Company has developed programs designed &utadind retain employees w
the technical skills necessary to implement theifgss Plan. The programs include the Company’s @fapn Stock Option
program.

Competitive Advantages. The Company believes that it has the followdngpetitive advantages that, together with itstagg will
assist it in implementing the Business Plan:

Experienced Management Tee Level 3 has assembled a management team theltaves is well suited to implement the
Business Plan. Level 3’s senior management hasgamnitial experience in leading the developmentraatketing of communications
and information technology products and servicesiamesigning, constructing and managing intereitgtropolitan and
international networks

A More Readily Upgradeable Network Infrastructt  Level Is network design takes advantage of recent tecbivalk
innovations, incorporating many of the featured #re not present in older communication netwoaks provides Level 3 flexibility
to take advantage of future developments and inimna Level 3 has designed the transmission nétieooptimize all aspects of
fiber and optronics simultaneously as a systenetivelr the lowest unit cost to its customers. Agfiand optical transmission
technology changes, Level 3 expects to realize ur@tcost improvements by deploying the latestrfineavailable empty or spare
conduits in the multiple-conduit Level 3 Networladh new generation of fiber enables associatedagtansmission equipment to
be spaced further apart and carry more traffic tharsame equipment deployed on older generatiofilsen. The Company believes
that the spare conduit design of the Level 3 Nelwdll enable Level 3 to lower costs and prices lelginjoying higher margins than
its competitors

Integrated En+to-End Network Platforn  Level I's strategy is to deploy network infrastructure iajon metropolitan areas and
link these networks with significant intercity netiks in North America and Europe. The Company bebghat the integration of its
metropolitan and intercity networks with its coltioa facilities will expand the scope and reaclit®bn-net customer coverage,
facilitate the uniform deployment of technologigaiovations as the Company manages its future degpaths and allow the
Company to grow or scale its service offeringsabpiLevel 3 believes that it is the only globahwmunications service provider
with the unique combination of large fiber-countjltaconduit metropolitan networks, uniformly degtx multi-conduit intercity
networks and substantial colocation faciliti

On-Net Transport Activation Process (“ONTAP”).  Level 3 has developed ONTAP—an automated psoizesignificantly
shorten the time period between receipt of a custnorder and the installation of that order. Miostustry participants install a
customer’s order over a several week and oftenrabreonth process. Through the use of ONTAP, L&vislable to reduce that
installation time interval significantly. Level 8 able to provide or install a customer’s capagitier in a matter of days rather than
the industry standard of weeks or even monthseheal, using ONTAP, Level 3 is able to instaluatomer’s private line or
wavelength service that is on the Level 3 netwoitkiw 10 calendar days. In addition, ONTAP providesustomer with immediate
verification that the requested capacity is avd@ain the Level 3 network and a confirmed delivéaye. As a result, a customer can
more closely tie its capacity purchases to itsademand rather than having to forecast futureadehin advance to meet a
competito’s much longer installation intervi

Online Customer Service Cent Level 3 provides its customers with accessweek-enabled, self service applicat—the Online
Customer Service Center or Online CSC. The OnliS€ @rovides Level 3's customers with online dir@atess to the same internal
systems used by Level 3's staff. The Online CSQufea include: ability to request new or additiosetvices, review order status,
review and modify the custon’s profile and review the most up to date Level&pict information. Th
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Online CSC also provides various reports for L&/gl(3)Crossroadd', (3)Connect Moderf¥and (3)Packet™ Usage reports. In
addition, through the Online CSC, a customer ig édicreate new repair tickets, view open repealketis and view a 96ay history o
closed repair ticket:

* Fully Funded Business Pla Level 3 believes that its Business Plan ig/ffuhded. As a result, Level 3 believes that it loager
financial risk relative to certain other communioas service provider:

Information Services Business

Software Spectrut. In connection with the Compé’s belief that as communications p-performance improves, communicatic
services are direct substitutes for existing marfésformation distribution, during 2002, the Comgacompleted the acquisition of CorpSoft,
Inc., which conducted its business under the naorpdtate Softwaré", a major distributor, marketer and reseller ofibess software. In
addition, during 2002, the Company completed tlissition of Software Spectrum, Inc., a global Inesis-to-business software services
provider. At December 31, 2002, CorpSoft, Inc. weesged with and into Software Spectrum, Inc., itftware Spectrum as the surviving
entity.

The Company believes that communications priceopexdnce will improve more rapidly than computing atata storage price
performance and, as a result, companies will, tue, seek information technology operating effigy by purchasing software functionality
and data storage as commercial services procutbooadband networks such as the Level 3 Network.

Level 3 believes that the combination of Level 3&work infrastructure, and Software Spectrum’segtipe in software lifecycle
management and marketing, as well as strong custeaiaionships, will position Level 3 to benef& eompanies change the manner in which
they buy and use software capability.

Through its Software Spectrum subsidiaries, the @amyg is a global business-to-business softwardcgsrprovider with sales locations,
operations and contract centers located in Nortledea, Europe and Asia/Pacific. Software Spectruimarily sells software through volume
licensing and maintenance (“VLM”) agreements, ghtito-copy arrangements, and full-packaged sofivypaoducts. Software Spectrum has
established supply arrangements with major softwal#ishers, including Microsoft, IBM/Lotus, Adol&ystems, Symantec, Novell and
McAfee. Software Spectrum markets software tittesall major operating systems such as WindowsWihdows 2000, Windows XP, Linux
and Novell Netware.

()Structure. Level 3 currently offers, through its subsiglié) Structure, Inc. (formerly PKS Information Servicks;.), computer
operations outsourcing to customers located prignarithe United States.

(i) Structure is an information technology, or IT, adtructure outsourcing company that provides mahagmputer infrastructure
services across 0S/390, AS/400 and NT/UNIX platimmits data centers located in Omaha, Nebrastaampe, Arizona. The Company
enables businesses to outsource costly IT opesatiod benefit from secure, cadtective, managed services that scale to meetgthgmeeds

* * %

Level 3's principal executive offices are located @25 Eldorado Boulevard, Broomfield, Colorado 8D@nd Level 3's telephone
number is (720) 888-1000.
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Recent Developments

At the end of the first quarter of 2003, Level 3eoéd services in 78 markets, consisting of 62 ei@rin North America and 16 market:
Europe. The Company has local fiber networks imakets and operates approximately 947,000 lobaf finiles.

On or about June 19, 2003, all holders of Leveld®sJunior Convertible Subordinated Notes due 2@t erted their entire holdings
into shares of common stock of Level 3. This cosioer reduced Level 3's long- term debt by $457iomill In connection with the conversion,
Level 3 issued approximately 161 million sharegtommon stock to the holders of the notes, whictuded a premium to induce the
conversion of the notes at that time.

Since the beginning of the second quarter of 2068el 3 has retired $100 million principal amouftonsolidated debt through non-
cash debt for equity exchange transactions, inhvb&vel 3 issued approximately 13.2 million shasEsommon stock.
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The Offering

This summary contains a general summary of thegeafithe notes. It may not include all the inforimathat is important to you. You
should read the entire prospectus supplement, ¢therapanying prospectus and the documents incorpdiay reference before making an

investment decision.

See “Risk Factors” for factors that you should cimies before investing in the notes and “InformatiRegarding Forward-Looking
Statements” for information relating to statemeadsitained in this prospectus supplement, the aceoyipg prospectus and the documents
included or incorporated by reference that are historical facts.

Issuer

Securities Offere:

Offering Price
Maturity

Interest

Interest Payment Dat

Conversion Rights

Optional Redemptio

Repurchase at the Option of Holders

Level 3 Communications, Inc., a Delaware corporal

$325,000,000 aggregate principal amount of 2.875#ve€rtible Senior Notes due 20:
We have granted the underwriters an option to mgel$48,750,000 aggregate principal
amount of additional notes solely for the purposeowering ove-allotments, if any

100% of the principal amount of the notes, plus@ed interest from July 8, 2003, if ar
July 15, 2010, unless previously redeemed, repsezhar convertec

The notes will bear interest at an annual rate 87 2%.

July 15 and January 15 of each year, beginningaonalry 15, 200«

The notes are convertible, unless previously re@eeon repurchased, at the option of the
holder at any time prior to maturity, into sharéshe Companys common stock at an init
conversion price of $7.18 per share, subject tosidjent in certain events. This is
equivalent to a conversion rate of approximatel9.2358 shares per $1,000 of notes. See
“Description oiNote—Conversion Right”

After July 15, 2007, under certain circumstancesmay redeem the notes in whole o
part by paying a “make-whole” premium based on Ur@asury rates as described under
the captior” Description of Note—Redemption of Notes at Our Opti”

Upon the occurrence of a designated event (a chafngmntrol or a termination of trading
defined in this prospectus supplement), holdetb@hotes will have the right, subject to
certain exceptions and conditions, to require ugpairchase all or any part of their notes at
a repurchase price equal to 100% of the principadunt of the notes, plus any accrued and
unpaid interest to, but excluding, t
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Ranking

Use of Proceeds

Global Note; Book-Entry System

Nasdag National Market Symbol for t
Compan’s Common Stoc

repurchase date. S"Description of Note—Repurchase at Option of Holders Upac
Designated Event” and “Risk Factors—If we expereeaachange in control or termination
of trading, we may be unable to purchase the naiesold as required under the
indenture”

The notes will be our unsecured and unsubordinaiéidations and will rank equal in right
of payment with all of our existing and futlunsecured and unsubordinated indebted

As of March 31, 2003

» we had approximately $3.363 billion (excluding debbur subsidiaries) outstanding
in unsecured and unsubordinated indebtedness

 our subsidiaries had approximately $3.894 billiblwatstanding liabilities, includin
trade payables, but excluding intercompany lidb8gitall of which are structurally
senior to the note:

The notes will be effectively junior to obligatioimeurred under our senior secured cr:
facility, which is secured by a substantial portafrour assets and by substantially all of the
assets of our subsidiaries. As of March 31, 2068had approximately $1.125 billion
outstanding under our senior secured credit fsic

The indenture governing the notes will not limié thmount of additional indebtedness that
we can create, incur, assume or guarantee, nothgiiindenture limit the amount of
indebtedness and other liabilities that any subsydian create, incur, assume or guarantee.
See “Description of Notes—Ranking” and “Risk FasteiVe have substantial existing d
and expect to incur substantial additional debtysanay be unable to make payments on
the note¢”

We expect to use the net proceeds from this offefion working capital, capital
expenditures and other general corporate purposgsding new product development,
debt repurchases and acquisitions. “Use of Procee(” and“ Capitalizatior”

The notes will be issued only in fully registerednfi without coupons and in minimum
denominations of $1,000. The notes will be eviddnmgone or more global notes, in fully
registered form and without coupons, deposited thi¢htrustee for the notes, as custodian
for DTC. Beneficial interests in the global noted ae shown on, and transfers will be
effected only through, records maintained by DT@ & participants and indirect
participants. Se“Description of Note—Book-Entry; Delivery and Form; Global No”

“LVLT.”
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Absence of a Public Market for the No

The notes will not be listed on any securities exaje or quoted on the Nasdaq Natic
Market. The underwriters have advised us that theynd to make a market in the notes.
The underwriters are not obligated, however, toeraknarket in the notes, and any market
making may be discontinued at any time at theie slidcretion without notice. See “Risk

Factors—There may be no public market for the n@eyou may be unable to sell the
notes”

S-9
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R ISK FACTORS

You should carefully consider the risks describelly before making an investment decision. The dglscribed below are not the only
ones facing the Company. Additional risks not pnédgeknown to the Company or that the Company aulyedleems immaterial may also
impair the Company’s business operations.

Level 3's business, financial condition or resut©perations could be materially adversely affddig any of these risks. The trading
price of the notes and the Comp’s common stock could decline due to any of thiss,rand you may lose all or part of your invesitme

This prospectus supplement, the accompanying pctspeand the information included or incorporatedrbference also contain
forward-looking statements that involve risks and uncettas. The Company’s actual results could diffeterially from those anticipated in
these forward-looking statements as a result ofagerfactors, including the risks faced by the Campdescribed below and elsewhere in this
prospectus supplement, the accompanying prospentlithe information included or incorporated byareice.

Risks Related to the Company’s Business

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

The downturn in general economic conditions, pakiidy in the telecommunications services indudtas forced several of tl
Company’s competitors and customers to file fotgetion from creditors under existing bankruptoydaand others to reconfigure their capital
structure. These companies had significant debt@eg requirements and were unable to generafemrit cash from operations to both
service their debt and maintain their networks.dlé&/has changed its customer base in order tesfonilglobal users of bandwidth capacity,
which tend to be more financially viable than ceriaf the Company’s Internet start-up customers, laevel 3 has implemented policies and
procedures designed to enable the Company to metkentinations regarding the financial conditiorpofential and existing customers.
However, there can be no assurance regardingritedial viability of Level 3's customers or thaésie policies and procedures will be
effective. If general economic conditions in theitdd States remain at current levels for an extdnpé®iod of time or worsen, Level 3 could
materially adversely affected.

The Company’s continued growth depends upon its sgessful integration of the recently acquired Genuit business

On February 4, 2003, Level 3 acquired substant&llthe assets and operations of Genuity Inciga T Internet Protocol (IP)
communications company based in Woburn, Massadisu3éte integration of Genuity involves a numberisis, including, but not limited to:

» demands on management related to the significar¢ase in size after the acquisition;
» the diversion of managemss attention from the management of daily operattortbe integration of operatior
« difficulties in the assimilation and retention ohployees;

» difficulties in the assimilation of different cules and practices, as well as in the assimilatfdw@ad and geographically dispers
personnel and operations; &

« difficulties in the integration of departments, t&y8s, including accounting systems, technologieskb and records and procedures,
as well as in maintaining uniform standards, cdatriocluding internal accounting controls, procestuand policies
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If Level 3 cannot successfully integrate Genuitperations, Level 3 may experience material negatbnsequences to its business,
financial condition or results of operations. Swgsfal integration of Genuity’s operations will depleon the Compang’ability to manage the
operations, realize opportunities for revenue ghogresented by strengthened product offerings apdreled geographic market coverage and,
to some degree, to eliminate redundant and excess. Because of difficulties in combining geogiaply distant operations, Level 3 may 1
be able to achieve the benefits that the Compapg$to achieve as a result of the acquisitiondtiten, investors should not rely on the
historical financial and operating performance eh@Gity as an indication of the future performantkeavel 3 as a result of the Genuity
transaction to Level 3.

Concentration of revenue in a limited number of cuomers

A significant portion of Level 3 communications services revenue is concentraech@ a limited number of customers. If the Comg
lost one or more of these major customers, oré @nmore major customers significantly decreatedrders of the Company’s products,
Level 3's communications business would be matgréaaid adversely affected. Revenue from the Comsdaygest communications
customer, America Online, Inc. (“America Online8presented approximately 13% of the Company’s comirations revenues for 2002 and
approximately 4% of the Company’s consolidated nees. Level 3's future communications operatingltsswill depend on the success of
these customers and other customers and our suncgsing products to them. If Level 3 were tadoa significant portion of its
communications services revenues from America @nlievel 3 would not be able to replace those regsiin the short term and its operating
losses would increase, which increase may be gignif

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

The Company must substantially increase the cuuaninme of Internet, data, voice and video transioison the Level 3 Network
order to realize the anticipated cash flow, opegaéfficiencies and cost benefits of its netwofl.dvel 3 does not develop new large-volume
customers and maintain its relationship with currstomers, Level 3 may not be able to signifilyaimcrease traffic on the Level 3 Network,
which would adversely affect the Company’s profiiab

During its limited operating history, Level 3 has g@nerated losses which the Company expects to contan

The development of Level 3's communications busiriess required, and may continue to require, saamit expenditures. These
expenditures could result in substantial negatjperating cash flow and substantial net losseshinear future. For 2002, Level 3 incurred a
net loss from continuing operations of approxima&358 million. Such net loss has been adjusteth®reclassification of gains from debt
repurchases and exchanges previously classifiegtesordinary gains to other income in accordanitie the adoption of Statement of
Financial Accounting Standards No. 145 in 2003. Tohenpany expects to continue to experience losgeagh 2003, and may not be able to
achieve or sustain operating profitability in thuture. Continued operating losses could limit tlen@any’s ability to obtain the cash needed to
expand its network, make interest and principahpayts on its debt or fund other business needs.

The prices that Level 3 charges for its services ka been decreasing, and the Company expects thatethwill continue to decrease over
time and the Company may be unable to compensaterfthese lost revenues

Level 3 expects to continue to experience decrgasiices for its services as the Company and igpsditors increase transmission
capacity on existing and new networks, as a reguts current agreements with customers, throeghrological advances or otherwise, and as
volume-based pricing becomes more prevalent. Adgeglyl the Company’s historical revenues are ndidative of future revenues based on
comparable traffic volumes. If the prices for igs\8ces decrease for whatever reason and LeveliBable to offer additional services from
which it can derive additional revenues or otheewiduce its operating expenses, the Company’atipgiresults will decline and its business
and financial results will suffer.
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Level 3 may need to continue to expand and adapsinetwork in order to remain competitive, which mayrequire significant additional
funding

Future expansion and adaptations of the Level Svbiis electronic and software components will leeessary in order to respond to:
e agrowing number of custome

* increased demands by customers to transmit largeuats of data;
» changes in custom¢ service requirement
» technological advances by competitors; and

» governmental regulation

Future expansion or adaptation of the Company'wordt will require substantial additional financiaperational and managerial
resources, which may not be available at the tifrtae Company is unable to expand or adapt iteyaek to respond to these developments on
a timely basis and at a commercially reasonablg tesusiness will be materially adversely aféstt

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

The Company leases telecommunications capacityhbtains rights to use dark fiber from both longatiee and loce
telecommunications carriers in order to extendsttape of the network. Any failure by these compstdeprovide timely service to Level 3
would adversely affect its ability to serve its mmsers or increase the costs of doing so. Someeo€bmpany’s agreements with other
providers require the payment of amounts for ses/ighether or not those services are used. The &omgnters into interconnection
agreements with many domestic and foreign locaptedbne companies but the Company is not alwaystalle so on favorable terms. Cost
obtaining local service from other carriers comgpmssignificant proportion of the operating expsnsielong distance carriers. Similarly, a la
proportion of the costs of providing internatiosatvice consists of payments to other carriersn@ésiin regulation, particularly the regulat
of local and international telecommunication cagjeould indirectly, but significantly, affect ti@mpany’s competitive position. These
changes could increase or decrease the costswflprgp Level 3's services.

Level 3's business requires the continued developmieof effective business support systems to implemecustomer orders and to
provide and bill for services

Level &'s business depends on its ability to continue teldg effective business support systems. Thiscisnaplicated undertakir
requiring significant resources and expertise amppbert from third party vendors. Business suppgsteans are needed for:

* implementing customer orders for services;
* provisioning, installing and delivering these sees; anc

» monthly billing for these services.

Because Level 3'business provides for continued rapid growtthénumber and volume of products and serviceseaadfehere is a ne:
to continue to develop these business supportragsta a schedule sufficient to meet proposed sereitout dates. In addition, Level 3
requires these business support systems to expanaidapt to its rapid growth. The failure to conéirio develop effective business support
systems could materially adversely affect the Camgjsaability to implement the Business Plan.

The Company may be unable to hire and retain suffient qualified personnel; the loss of any of its keexecutive officers could adverse
affect the Company

Level 3 believes that its future success will depenlarge part on its ability to attract and rathighly skilled, knowledgeabl:
sophisticated and qualified managerial, profesdiand technical personnel. The Company
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has experienced significant competition in attregtind retaining personnel who possess the shélsitis seeking. As a result of this
significant competition, Level 3 may experienceéhartage of qualified personnel. Level 3's businesae managed by a small number of key
executive officers, particularly James Q. Croweie€Bxecutive Officer, Charles C. Miller, I, VicEhairman of the Board, and Kevin J.
O’Hara, Chief Operating Officer. The loss of anytleése key executive officers could have a matadakrse effect on the Company.

Level 3 must obtain and maintain permits and rightsof-way to operate the Level 3 Network

If Level 3 is unable, on acceptable terms and timaly basis, to obtain and maintain the franchigesmits and rights needed to expand
and operate the Level 3 Network, its business cbalthaterially adversely affected. In addition, thecellation or nonrenewal of the
franchises, permits or rights that are obtaineddcmaterially adversely affect the Company. Levéd @ defendant in several lawsuits that the
plaintiffs have sought to have certified as cladsas that, among other things, challenge itsaiseghts of way. It is likely that additional ss
challenging use of its rights of way will occur athéit those plaintiffs also will seek class cectition. This litigation may increase Level 3's
costs and adversely affect its profitability.

Termination of relationships with key suppliers coud cause delay and costs

Level 3 is dependent on th-party suppliers for fiber, computers, software ropics, transmission electronics and related corepts
that are integrated into the Level 3 Network. Iy af these relationships is terminated or a supjiiis to provide reliable services or
equipment and the Company is unable to reach seigdiernative arrangements quickly, Level 3 magezience significant additional costs. If
that happens, Level 3 could be materially adveraécted.

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

The communications and information services inguisthighly competitive. Many of the Compé's existing and potential competitc
have financial, personnel, marketing and otheruess significantly greater than Level 3. Manylate competitors have the added
competitive advantage of a larger existing custopaese. In addition, significant new competitorsidarise as a result of:

* increased consolidation and strategic alliancelerindustry resulting from the Telecommunicatiéws of 1996;
» allowing foreign carriers to compete in the U.Srke#

» further technological advances; ¢

« further deregulation and other regulatory initiaty

If the Company is unable to compete successfuliyhusiness could be materially adversely affected.

Rapid technological changes can lead to further copetition

The communications industry is subject to rapid sigdificant changes in technology. In additiorg thtroduction of new products
technologies, as well as the further developmemixadting products and technologies may reduceadlsé or increase the supply of certain
services similar to those that Level 3 providesaAssult, Level 3's most significant competitardtie future may be new entrants to the
communications and information services industtyede new entrants may not be burdened by an edtadise of outdated equipment. Future
success depends, in part, on the ability to argieipnd adapt in a timely manner to technologicahges. Technological changes and the
resulting competition could have a material adveféect on Level 3.
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Increased industry capacity and other factors couldead to lower prices for the Company’s products ad services

There are currently three U.S. long distance fdpic networks that are owned by each of AT&T, Wd@bdm and Sprint, as well .
numerous local networks. Others, including Qwesn@unications and WilTel Communications, are depigydr expanding additional
networks that use advanced technology similarab dfithe Level 3 Network. These networks offengigantly more capacity than is curren
available in the marketplace. This additional c#yanay cause significant decreases in the pricesdrvices. Prices may also decline due to
capacity increases resulting from technologicabades and strategic alliances, such as long distzagacity purchasing alliances among
regional Bell operating companies. Increased coitipethas already led to a decline in rates chafge#arious telecommunications services.

If Level 3 does not maintain or increase its markeshare and therefore is no longer considered a Tidr Internet backbone provider, it
may lose customers and the Company’s free peeringlationships with other Tier 1 Internet backbone poviders. If this occurs, the
Company’s revenues and operating results may decknsignificantly

Level 3 relies significantly on its status as arTidnternet backbone provider to maintain and gitswnarket share and compete with
other Tier 1 Internet backbone providers, sevefratioch have a larger market share than the Company significant loss of market share
the Company’s services could cause the loss sfdtsis as a Tier 1 Internet backbone provider, viviould make Level 3's services
significantly less attractive to existing and pditgincustomers and would likely result in a sigeéfint loss of revenues. In addition, the loss of
market share or its status as a Tier 1 Internéthzate provider would adversely affect the Compampility to maintain its free private peeri
relationships with other Tier 1 Internet backboneviers. These relationships permit the Comparhetee direct, cost-free exchange of traffic
with other Tier 1 Internet backbone providers allmral evel 3 to avoid congestion of public peeripgints when directing traffic to users
connected to those other Internet backbones. IEL&V¥s unable to maintain these free peeringicaiahips, its operating costs will increase
cash flow from operations will suffer.

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

Communications services are subject to significagulation at the federal, state, local and intéonal levels. These regulations affi
Level 3 and its existing and potential competit@slays in receiving required regulatory approvetsnpleting interconnection agreements
with incumbent local exchange carriers or the enaot of new and adverse regulations or regulatguirements may have a material adverse
effect on Level 3. In addition, future legislatiyedicial, and regulatory agency actions could haweaterial adverse effect on the Company.
Recent federal legislation provides for a significderegulation of the U.S. telecommunications &tdy including the local exchange, long
distance and cable television industries. Thisslagjion remains subject to judicial review and &ddal Federal Communications Commission
(“FCC”) rulemaking. As a result, Level 3 can noggict the legislation’s effect on its future opéas. Many regulatory actions are under way
or are being contemplated by federal and statepstitts regarding important items. These actionddbave a material adverse effect on Le
3's business.

Canadian law currently does not permit Level 3 to ffer services in Canada

Ownership of facilities that originate or terminataffic in Canada is currently limited to Canad@arriers. This restriction hinders the
Company'’s entry into the Canadian market unlessogpiate arrangements can be made to address it.
Potential regulation of Internet service providerscould adversely affect Level 3's operations

The FCC has to date treated Internet service peovids enhanced service providers. Enhanced s@mnaeilers are currently exempt
from federal and state regulations governing compamers, including the
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obligation to pay access charges and contributieetaniversal service fund. The FCC is currentlgreining the status of Internet service
providers and the services they provide. If the R@€e to determine that Internet service providershe services they provide, are subject to
FCC regulation, including the payment of accessgg®and contribution to the universal service fyitdcould have a material adverse effect
on Level 3's business.

The Company may lose customers if it experiencesstgm failures that significantly disrupt the availebility and quality of the services
that it provides

Level &'s operations depend on its ability to avoid andgaie any interruptions in service or reduced capdor customers
Interruptions in service or performance probleroswhatever reason, could undermine confidenceeirel 3's services and cause the
Company to lose customers or make it more diffitukttract new ones. In addition, because marli@fCompany’s services are critical to the
businesses of many of its customers, any significaarruption in service could result in lost gtefor other loss to customers. Although the
Company attempts to disclaim liability in its se®iagreements, a court might not enforce a linoitagin liability, which could expose the
Company to financial loss. In addition, Level 3esfiprovides its customers with guaranteed sereiel kommitments. If Level 3 is unable to
meet these guaranteed service level commitmeragesult of service interruptions, the Company foaypbligated to provide credits, gener
in the form of free service for a short periodiofe, to its customers, which could negatively efiesoperating results. The failure of any
equipment or facility on the Level 3 Network, inding the Operations Control center and network daieage locations, could result in the
interruption of customer service until necessapaies are effected or replacement equipment isliest Network failures, delays and errors
could also result from natural disasters, terr@éts, power losses, security breaches and comyiuises. These failures, faults or errors could
cause delays, service interruptions, expose thep@oynto customer liability or require expensive iifiodtions that could have a material
adverse effect on Level 3’s business.

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

While Level 3 does not know of any technologied dra patented by others that it believes are sacgd$or Level 3 to provide its
services, this necessary technology may in fagtabented by other parties either now or in thertutif this technology were held under patent
by another person, Level 3 would have to negotidieense for the use of that technology. The Campaay not be able to negotiate such a
license at a price that is acceptable. The existefisuch a patent, or the Company'’s inability égatiate a license for any such technology on
acceptable terms, could force Level 3 to ceasayubia technology and offering products and senvicesrporating the technology.

Level 3 may be unable to successfully identify, mage and assimilate future acquisitions, investmentnd strategic alliances, which
could adversely affect the Company’s results of opations

Level 3 continually evaluates potential investmeartd strategic opportunities to expand the LeWgeBvork, enhance connectivity and
add traffic to the network. In the future, the Canp may seek additional investments, strategiaradiés or similar arrangements, which may
expose the Company to risks such as:

» the difficulty of identifying appropriate investmsnstrategic allies or opportunities;

» the possibility that senior management may be reduo spend considerable time negotiating agretsvad monitoring thes
arrangements

» the possibility that definitive agreements will e finalized;
» potential regulatory issues applicable to telecomications business;

» the loss or reduction in value of the capital inwemnt;
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« the inability of management to capitalize on theantunities presented by these arrangements

» the possibility of insolvency of a strategic ally.

There can be no assurance that the Company woctessfully overcome these risks or any other problencountered with these
investments, strategic alliances or similar arramges.

Software Spectrum relies on financial incentives,alume discounts and marketing funds from software pblishers

As part of Software Spectri's supply agreements with certain publishers andldigors, Software Spectrum receives substa
incentives in the form of rebates, volume purctdiseounts, cooperative advertising funds and mat&eelopment funds. Under the new
licensing model announced by Microsoft, that becaffective in October 2001, Software Spectrum m@&yr receives these forms of financial
incentives on new enterprise-wide licensing agregméut instead Software Spectrum is paid feesdorices performed under those
agreements. Other publishers have based theirdialancentives on specific market segments andywts. If the Software Spectrum business
model does not continue to align with the objedtiestablished for these incentives or if softwareliphers further change, reduce or
discontinue these incentives, discounts or adwegtiallowances, Software Spectrum’s business anelL2s consolidated financial results
could be materially adversely affected.

Software Spectrum is very dependent on a small nungb of vendors

A large percentage of Software Spectrum’s salesegmesented by popular business software prodietsa small number of vendors.
For the year ended December 31, 2002, approxim8g8y of Software Spectrum’s net software sales wer&ed from products published by
Microsoft and IBM/Lotus. Most of Software Spectrig@ontracts with vendors are terminable by eitletyp without cause, upon 30 to 60 d
notice. The loss or significant change in Softw@pectrum’s relationship with these vendors couléerematerial adverse effect on Software
Spectrum’s business and Level 3’s consolidatedhfired results. Although Software Spectrum belietessoftware products would be
available from other parties, the Company may hawbtain such products on terms that would likedyersely affect its financial results.

Software Spectrum’s sales through volume licensingnd maintenance agreements could cause increasedydavard pressure on
margins

Software Spectrum serves as a designated servio@sier for VLM agreements between many of its oostrs and major publishers
software. VLM agreements are typically used by aungrs seeking to standardize desktop softwareagtigihs and, consequently, typically
involve significant quantities of unit sales foichacustomer. Although unit volume sales are in@ddy the use of VLM agreements, genet
lower gross margins are realized on such salesrapared to sales of full-packaged software prodégiproximately 89% of Software
Spectrum’s product sales in the year ended DeceBihe?002 were made pursuant to VLM agreementsw@oé Spectrum continues to
experience an increase in the percentage of salde omder enterprise-wide licensing agreementsshtiipically have lower gross margins
and administrative costs than other VLM progranwtvgare Spectrum may continue to experience masggssures due to these factors.

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

Software Spectru’s business is sensitive to the spending patterits ofistomers, which in turn are subject to prgvgieconomic ani
business conditions. Due to current economic candit there has been a decrease in spending tomafion technology by both existing and
potential customers over the several past yeacsisiomers and potential customers continue toedsertheir spending in this area, the Level 3
consolidated
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financial results could be adversely affected. fremtsales to large corporations have been impaide®oftware Spectrum’s results, and its
future results are dependent on its continued ssowéh such customers. Sales outside of the Uiitates accounted for approximately 27%
of Software Spectrum’s revenues for the year efdiszember 31, 2002. Software Spectrum’s future gr@md success depend on continued
growth and success in international markets. Tleeess and profitability of Software Spectrum’s intgional operations are subject to
numerous risks and uncertainties, including locah®mic and labor conditions, unexpected chang#simegulatory environment, trade
protection measures and tax laws, currency exchaskm political instability and other risks ofreducting business abroad.

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

Software Spectrum’s software distribution busiriesibject to seasonal influences. In particulat,sales and profits in the United
States, Canada and Europe are typically lowerarfitet and third quarters due to lower levelsrdbimation technology purchases during tt
times. As a result, Software Spectrum’s quarterBults may be materially affected during those tgusr Therefore, the operating results for
any three month period are not necessarily indieadf the results that may be achieved for anyemilosnt fiscal quarter or for a full fiscal ye
In addition, periods of higher sales activitiesidgrcertain quarters may require a greater useooking capital to fund the Software Spectrum
business in the quarter that follows the higheelewf sales activities.

Software Spectrum operates in a highly competitivbusiness environment and it is subject to signifiga pricing competition

The desktop technology marketplace is intenselypeitive. Software Spectrum faces competition flomide variety of source
including other software resellers, hardware matctufars and resellers, large system integratofsyare publishers, contact services
providers, software suppliers, retail stores (idotg superstores), mail order, Internet and otlsgadint business suppliers. Many of the
Company’s competitors, particularly software puldiss, have substantially greater financial resautisen Software Spectrum. Because of the
intense competition within the software channeimpanies that compete in this market, including \Bafe Spectrum, are characterized by low
gross and operating margins. Consequently, Soft®peetrums profitability is highly dependent upon effectisest and management contre

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

The market for Software Spectr’s products and services is characterized by raplaiynging technology, evolving industry standz
and frequent introductions of new products andisesv Software Spectrum’s future success will ddparpart on its ability to enhance
existing services, to continue to invest in rapicanging technology and to offer new services timaly basis. Additionally, the Company’s
business results can be adversely affected byplisns in customer ordering patterns, the effectea product releases and changes in
licensing programs.

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

In late 2001, Microsoft announced a change tddgenking programs, whereby new enterj-wide licensing arrangements are pric
billed and collected directly by Microsoft. SofteaBpectrum continues to provide sales and supenvices related to these transactions and
will earn a service fee directly from Microsoft fibrese activities. Enterprisgide licensing agreements in effect prior to Octahe2001, whicl
generally have terms of three years from the dath agreements are signed, and Microsaidther licensing programs were not affected by
change. The licensing program changes have resulsgnificantly lower revenues for the SoftwangeStrum on the affected transactions.
the year ended December 31, 2002, approximately &1S6ftware Spectrum’s product sales were underdsbft enterprise-wide licensing
agreements. Software Spectrum’s continued abdigdjust to and compete under this new model apeitant factors in its future
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success. The manner in which software productdiatebuted and sold is continually changing, ardmethods of distribution may continue
to emerge or expand. Software publishers may iifietigir efforts to sell their products directly €nd-users, including current and potential
customers of Software Spectrum. Other productsaetthodologies for distributing software to userg/rba introduced by publishers, present
competitors or other third parties. If software gligrs’ participation in these programs is reduoeeéliminated, or if other methods of
distribution of software, which exclude the softeaesale channel, become common, Software Specthnsiness and Level 3's consolidated
financial results could be materially adverselyeatéd.

Violations of environmental laws or liabilities from the Company'’s historical operations could causeaito incur significant costs

Level 3's operations and properties are subject to a wadety of laws and regulations relating to envir@mial protection, human hea
and safety. These laws and regulations includestboacerning the use and management of hazarddusoarhazardous substances and
wastes. The Company has made and will continuave kb make significant expenditures relating $aeitvironmental compliance obligations.
The Company may not at all times be in complianith all these requirements. In connection with @@rhistorical operations, Level 3 is a
party to, or otherwise involved in, legal proceggiunder state and federal law involving investayaaind remediation activities at
approximately 65 contaminated properties. Leveb@a be held liable, jointly and severally, andhaeitit regard to fault, for such investigation
and remediation. The discovery of significant otbevironmental liabilities related to historicaleptions or changes in existing environmental
requirements could have a material adverse effeth® Company.

Potential liabilities and claims arising from coaloperations could be significant

Level 3’s coal operations are subject to extenkives and regulations that impose stringent operatjonaintenance, financial assurance,
environmental compliance, reclamation, restorasiod closure requirements. These requirements ia¢chamse governing air and water
emissions, waste disposal, worker health and sdfetyefits for current and retired coal miners, atigbr general permitting and licensing
requirements. Level 3 may not at all times be imphbance with all of these requirements. Liabibtier claims associated with this non-
compliance could require the Company to incur ni@teosts or suspend production. Mine reclamatiostcthat exceed reserves for these
matters also could require the Company to incuenltcosts.

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

Congress, the Securities and Exchange CommissierfSEC”), other regulatory authorities and the raede intensely scrutinizing a
number of financial reporting issues and practiédthough all businesses face uncertainty with eespo how the U.S. financial disclosure
regime may be impacted by this process, partiattantion has been focused recently on the teleagrimations industry and companies’
interpretations of generally accepted accountimgciples. If the Company is required to restatdiitancial statements as a result of a
determination that it had incorrectly applied getfigraccepted accounting principles, that restatéroeuld adversely affect its ability to access
the capital markets or the trading price of itsusties. The recent scrutiny regarding financigaeing has also resulted in an increase in
litigation in the telecommunications industry. Tee&an be no assurance that any such litigatiomsgkével 3 would not materially adversely
affect the Company’s business or the trading psfdlae Company’s securities.

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

If Level 3 were unable to comply with the restigets and covenants in its debt agreements, ther&deua default under the terms
these agreements. Some of the debt agreementsglsce Level 3 and certain of its subsidiariesmintain specified financial ratios and
satisfy financial tests. Beginning in June 2004 ofthese
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tests measures Level 3’s ratio of total leveradge Tompany’s ability to meet these financial ratiod tests may be affected by events beyond
the Company’s control, including, without limitatipsales levels, the number of customer disconreatcancellations and potential
acquisitions. As a result, there can be no assardrat Level 3 will be able to meet these testshénevent of a default under these agreements,
the lenders could:

e terminate their commitments to lend; or

» accelerate the loans and declare all amounts bedt@lue and payabl

Borrowings under other debt instruments that contabss-acceleration or cross-default provisiong aiso be accelerated and become
due and payable. If any of these events occurett@n be no assurance that Level 3 would be aliatk® necessary payments to the lende
that it would be able to find alternative financigyen if the Company was able to obtain alterrgfinancing, there can be no assurance that it
would be on terms that are acceptable.

The Company has substantial debt, which may hindeits growth and put it at a competitive disadvantage

Level &'s substantial debt may have important consequemmsding the following

» the ability to obtain additional financing for adsjtions, working capital, investments and capitabther expenditure could be
impaired or financing may not be available on ataigle terms

* asubstantial portion of the Compi’'s cash flow will be used to make principal andriesé payments on outstanding debt, redu
the funds that would otherwise be available forrapens and future business opportunit

* asubstantial decrease in net operating cash ftovas increase in expenses could make it diffitutheet debt service requirements
and force modifications to operatiot

* Level 3 may have more debt than its competitorsclvmay place the Company at a competitive disatdggm anc
» substantial debt may make Level 3 more vulnerabkedownturn in business or the economy generally.

Level 3 had substantial deficiencies of earningsaeer fixed charges of $924 million, $4.378 bifliand $1.506 billion for the years
ended December 31, 2002, 2001 and 2000, respsctiet “Ratio of Earnings to Fixed Charges andeprefl Stock Dividends.”

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

If Level 3 were unable to refinance its debt ordize additional capital on acceptable terms,hitktyato operate its business would be
impaired. As of December 31, 2002, the Companydpgtoximately $6.1 billion of long-term debt angegximately negative $240 million of
stockholders’ equity. The Company’s ability to makierest and principal payments on the Compangts dnd borrow additional funds on
favorable terms depends on the future performahtieedousiness. If the Company does not have enoagh flow in the future to make
interest or principal payments on its debt, the Gany may be required to refinance all or a paitsodlebt or to raise additional capital. Leve
cannot assure that it will be able to refinancelé@bt or raise additional capital on acceptablaser

Restrictions and covenants in the Company’s debt agements limit its ability to conduct its businessand could prevent the Company
from obtaining needed funds in the future

Level 3's debt and financing arrangements contaioraber of significant limitations that restricet@ompany’s ability to, among other
things:

* borrow additional money or issue guarantt
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» pay dividends or other distributions to stockhodl

* make investments;

» create liens on asse

» sell assets;

» enter into sal-leaseback transactior

* enter into transactions with affiliates; and

* engage in mergers or consolidatio

In addition, the Level 3 senior secured creditlfgccurrently requires the maintenance of spedifi@ancial ratios as defined therein.

These restrictions may limit the Compasgbility to obtain future financing, fund needegbital expenditures or withstand a future downiui
business or the economy.

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

As a result of the September 11, 2001 terrorisicktt and subsequent events, there has been cat@encertainty in world financi.
markets. The full effect on the financial marketsh@se events, as well as concerns about futmerig attacks, is not yet known. They could,
however, adversely affect Level 3’s ability to dhtéinancing on terms acceptable to the Companwtail. There can be no assurance that
there will not be further terrorist attacks agaih& United States or U.S. businesses. These attackmed conflicts may directly affect Level
3’s physical facilities or those of its customérkese events could cause consumer confidence andisg to decrease or result in increased
volatility in the U.S. and world financial marketad economy. Any of these occurrences could méieddversely affect Level 3’s business.
Level 3's international operations and investmentgxpose the Company to risks that could materially dversely affect the business

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

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

» foreign currency exchange rates may fluctuate, whauld adversely affect the Comp’s results of operations and the value o
international assets and investme

» foreign earnings may be subject to withholding fegraents or the imposition of tariffs, exchangeteols or other restrictions;

« difficulties and costs of compliance with foreigawls and regulations that impose restrictions oreL& s investments and operatic
with penalties for noncompliance, including losdioénses and monetary fine

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

» changesin U.S. laws and regulations relating teifm trade and investmel
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Anti-takeover provisions in Level 3’s charter and y-laws could limit the share price and delay a chage of management

Level &'s certificate of incorporation and -laws contain provisions that could make it mordiclift or even prevent a third party fro
acquiring the Company without the approval of tlmpany’s incumbent board of directors. These piongs among other things:

« divide the board of directors into three classafy members of each class to be elected in stagdbrec«year terms

» prohibit stockholder action by written consent lage of a meeting;

» limit the right of stockholders to call special rtings of stockholders

» limit the right of stockholders to present propssal nominate directors for election at annual mestof stockholders; and

» authorize the board of directors to issue prefestedk in one or more series without any actionhenpart of stockholder

These provisions could limit the price that investmight be willing to pay in the future for sham#d_evel 3's common stock and
significantly impede the ability of the holderslavel 3's common stock to change management. litiaddLevel 3 has adopted a poison pill
rights plan, which has anti-takeover effects. Tights plan, if triggered, will cause substantidution to a person or group that attempts to
acquire the Company on terms not approved by thedbaf directors. Provisions and agreements thalbiihor discourage takeover attempts
could reduce the market value of Level 3's comntogls

If there is a change of control of Level 3, we nb@yrequired under the provisions of our indentared senior secured credit facility to
repurchase or repay the debt outstanding undee thgeements.

Risks Relating to an Investment in the Notes and thCompany’s Common Stock

Our subsidiaries must make payments to us in ordefor us to make payments on the notes

We are a holding company with no material assétsrahan the stock of our subsidiaries. Accordinglg depend upon cash payments
from our subsidiaries to generate the funds necgssaneet our financial obligations, including abligations to pay you as a holder of notes.
Our subsidiaries may not generate earnings sufit@enable us to meet our payment obligations.dDbsidiaries are legally distinct from us
and have no obligation to pay amounts due on ooir aleto make funds available to us for such payniEme senior secured credit facility
imposes significant restrictions on the abilityoofr subsidiaries to make distributions or othermpagts to us. In addition, our subsidiaries may
enter into debt agreements in the future that @éomsianilar restrictions.

Because the notes are structurally subordinated tthe obligations of our subsidiaries, you may not béully repaid if we become insolver

Substantially all of our operating assets are Hetectly by our subsidiaries. Holders of any predédrstock of any of our subsidiaries ¢
creditors of any of our subsidiaries, includingdgareditors, have and will have claims relatinght® assets of that subsidiary that are senior to
the notes and each issue of our outstanding nagea.result, the notes and each issue of our aulistg debts are structurally subordinated to
the debt, preferred stock and other obligationsusfsubsidiaries. Holders of the notes have nonddo the assets of any of our subsidiaries
of March 31, 2003, our subsidiaries had approxityai8.894 billion in aggregate indebtedness anémiialance sheet liabilities, excluding
intercompany liabilities, all of which are struatlly senior to the notes, and $50 million in adfil borrowings available as well as $100
million in commitments available (subject to théisfaction of certain conditions) under our sersecured credit facility.
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Because the notes that you hold are unsecured, ymay not be fully repaid if we become insolvent

The notes will not be secured by any of our assetsir subsidiarie’ assets. The notes will be effectively junior toigations incurrec
under our senior secured credit facility, whiclgisranteed by us and secured by a substantiabpatiour assets and by substantially all of
the assets of our subsidiaries, and to securedatlains incurred under future credit facilities;ewables and purchase money indebtednes
certain other arrangements that are secured. Maoth 31, 2003, we had approximately $1.125 bilboristanding under our senior secured
credit facility. The indenture under which the rotell be issued contains no restrictions on th@am of additional indebtedness we may
incur, and the indenture restricts but does ndbipibthe amount of future indebtedness that magdmired. If we become insolvent, the
holders of any secured debt would receive paynfemts the assets used as security before you repaiyments.

We have substantial existing debt and expect to inc substantial additional debt, so we may be unabléeo make payments on the notes

As of March 31, 2003, we had on a consolidatedsbasproximately $6.291 billion of total indebtedsidsoth lon-term and sho-term,
and our subsidiaries had $50 million in additiobpatrowings available as well as $100 million in coitments available (subject to the
satisfaction of certain conditions) under our sesgcured credit facility. The indentures relatiaghe notes and each issue of our outstanding
notes permit us to incur substantial additionaltdalsubstantial level of debt makes it more diffidor us to repay you. Substantial amount
our existing debt will, and our future debt may,tama prior to the notes.

If we experience a change in control or terminatiorof trading, we may be unable to purchase the notg®u hold as required under the
indenture

Upon the occurrence of certain designated evergsnust make an offer to purchase all outstandingsnat a purchase price equal to
100% of the principal amount of the notes, plug@ed interest. We may not have sufficient fundpay the purchase price for all notes
tendered by holders seeking to accept the offputohase. In addition, the indentures relatindhéortotes and each issue of our outstanding
notes, the senior secured credit facility and dbeiodebt agreements may require us to repurchasathher debt upon a change in control or
termination of trading or may prohibit us from phasing any notes before their stated maturity diolgi upon a change of control or
termination of trading. See “Description of NotesepRrchase at Option of Holders Upon a DesignatethEv

There may be no public market for the notes, so yomay be unable to sell the notes

We do not intend to apply for listing of the notasany securities exchange or for the inclusiothefnotes in any automated quotal
system. Although the underwriters have advisedasthey intend to make a market in the notes, iz no obligation to do so and may
discontinue any market making at any time withaatiae. In addition, any market making activity wik subject to the limits imposed by the
Securities Act of 1933, as amended (the “Securiigt8) and the Securities Exchange Act of 1934aaended (the “Exchange Act”).

We cannot predict the extent to which investortiiest will lead to a liquid trading market in thetes, or whether the market prices of
the notes will be volatile. The liquidity of anyatting market in the notes and the market priceeglifir the notes may be adversely affected by
various factors, including the failure of an actimarket to develop, fluctuations in the prevailingerest rates, changes in the overall marke
the security, and changes in the prospects of coi@pén our industry generally or our company irtigalar. In addition, our operating results
and prospects could from time to time be belowetkgectations of public market analysts and investwwhich could adversely affect public
perception of our creditworthiness and, thereftire trading price of the notes. The trading pritthe notes could also be significantly affec
by the market price of our common stock, which thastuated significantly since it became publialgded and may continue to do so in the
future.

As a result of the factors discussed above, a nméwkéhe notes may not develop or, if it does, maybe maintained.
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If you convert any notes, the value of the commonack you receive may fluctuate significantly

Since our common stock has been publicly tradedndrket price has fluctuated significantly and roagtinue to do so in the futui
Significant fluctuations in the market price of @ma@mmon stock may occur in response to variou®faetnd events, including among other
things:

the depth and liquidity of the trading market far gommon stock

» quarterly variations in actual or anticipated ofiegaresults;

» changes in estimates by securities analysts;

* market conditions in the communications and infaramaservices industry
* announcements and performance by competitors;

* regulatory actions; an

» general economic conditions.

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

Our ability to pay cash dividends on, or repurchetsgres of, our common stock is limited under émms of our indentures and senior
secured credit facility. We do not currently intedncpay any cash dividends in the foreseeable dutur

We may be unable to generate cash flow from whictotmake payments on the notes

We had deficiencies in our earnings to cover figbdrges and preferred stock dividends of approxaim&924 million for the fiscal year
2002 and approximately $4.378 billion for the fispaar 2001. See “Ratio of Earnings to Fixed Charged Preferred Stock Dividends.” We
may not become profitable or sustain profitabilitythe future. Accordingly, we may not have suffiti funds to make payments on the notes.

Our senior secured credit facility may prohibit usfrom making payment on the notes

Our senior secured credit facility generally doespermit us or our subsidiaries to make paymentany outstanding indebtedness other
than regularly scheduled interest and principahpayts as and when due. As a result, our senioresgcuedit facility would prohibit us from
making any payment on the notes in the event tieahbtes are accelerated or tendered for redemiption a change in control or termination
of trading. Any such failure to make payments anrbtes would cause us to default under our indestwhich in turn is likely to be a default
under the senior secured credit facility and othéstanding and future indebtedness.

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

Generally, if a Foreign Holder, as defined undeert@in United States Federal Income Tax Considersafi disposes of a note, that
holder must treat such gain as income effectivelynected with a U.S. trade or business if we wetdnited States real property holding
corporation” at any time during the shorter of tive years before the disposition or the holdingge of the holder. We may be, or may
become, a United States real property holding catizm. If the notes were considered to be “reduladed” on an “established securities
market”within the meaning of Treasury Regulations, thes thle would only apply to a Foreign Holder thatns, actually or constructively,
any time during the period described in the fiesttence of this paragraph more than 5% of the fatamarket value of the notes outstanding.
See “Certain United States Federal Income Tax @enafions—Foreign Holders.”
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You will experience immediate dilution if you convet your notes into common stock because the per skaconversion price of your
notes is higher than the net tangible book value pehare of our common stock

If you convert your notes into shares of commomlstgou will experience immediate dilution becatise per share conversion price of
your notes is higher than the net tangible bookeg@er share of the outstanding common stock imetedgliafter this offering. In addition, yc
will also experience dilution when we issue additibshares of common stock that we are permittedaprired to issue under options,
warrants, our stock option plan or other employedi@ctor compensations plans.

You will have no effective remedy against Arthur Amdersen LLP in connection with a material misstatemet or omission in any of our
financial statements audited by Arthur Andersen LLPincluded or incorporated by reference in this propectus supplement and the
accompanying prospectus

The consolidated financial statements of the Companthe years ended December 31, 2001 and Deae3db@000, included in tF
Annual Report on Form 10-K/A for the year ended &eber 31, 2002, and incorporated by referencetlsoprospectus supplement and the
accompanying prospectus, to the extent and fopéhieds indicated in their report, have been addite Arthur Andersen LLP, independent
public accountants. On August 31, 2002, Arthur Aeda LLP ceased practicing before the SEC. Arthuleksen LLP has not consented to
incorporation by reference of their report in thisspectus supplement and the accompanying praspact we have dispensed with the
requirement to file their consent in reliance uptuie 437a of the Securities Act. Since Arthur Arsger LLP has not consented to the
incorporation by reference of their report in thisspectus supplement and the accompanying praspsgeiu will not be able to recover aga
Arthur Andersen LLP under Section 11 of the SemgiAct for any untrue statements of a material ¢aotained in the financial statements
audited by Arthur Andersen LLP or any omissionsttie a material fact required to be stated theheiaddition, even if you were able to
assert such a claim, Arthur Andersen LLP may fabtherwise have insufficient assets to satisfinttkamade by investors that might arise
under Federal securities laws or otherwise witpeesto its audit report.
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USE OF PROCEEDS

Our net proceeds from this offering are estimatelet $314,250,000, or $361,537,500 if the undeevngitover-allotment option is
exercised in full. Our net proceeds from this affgrwill be used for working capital, capital expénres and other general corporate purposes
including new product development, debt repurchasesacquisitions. Although we evaluate potentidtdepurchases and acquisitions from
time to time, we currently have no agreement oreustdnding with any person to effect any materditaepurchase or acquisition.

CAPITALIZATION

The following table sets forth the consolidatedhcasd marketable securities, current portion ofteerm debt and capitalization of the
Company as of March 31, 2003 and reflects the lmtioa of the euro-denominated senior notes atxahange rate of approximately 1.07 euro
per dollar, the spot trading rate of the euro atehd of the London business day on March 31, 20@80 sets forth the consolidated
capitalization of the Company as of March 31, 2683 pro forma basis to reflect the conversionuwf3%6 Junior Convertible Subordinated
Notes into common stock, n-cash debt for equity exchanges and common stacledsin connection with stock-based compensatianspl
after March 31, 2003, and as further adjustedye gffect to the net proceeds from this offerirgguaning no exercise of the underwriters’
over-allotment option.

March 31, 2003

Pro
Forma(1)

As
Actual Adjusted
(dollars in millions)

Cash and marketable securit $ 944 $ 944 $ 1,25¢

Restricted cas 54¢ 54¢ 54¢

Total cash and marketable securi 1,49 1,492 1,80€

Current portion of lon-term deb! 124 124 124

Long-term debt, less current portir 6,167 5,58 5,587

Notes offered by this prospectus supplen — — 32t

Total lon¢-term debt, less current porti 6,167 5,587 5,917

Stockholder equity
Preferred Stock, $.01 par value; authorized 10@@shares; no shares outstanding, actual,
forma and as adjuste — — —

Common Stock, $.01 par value; authorized 1,500(0@@shares; 453,405,681 shares outstan

actual; 641,434,735 shares outstanding, pro formeaa adjuste 5 6 6

Additional paic-in capital 6,332 7,10¢ 7,10¢

Accumulated other comprehensive i (129 (129) (129

Retained earning (6,26€) (6,467) (6,467)

Total stockholder equity (58) 524 524

Total capitalizatior $6,10¢ $6,1117 $6,43¢

(1) As of March 31, 2003, adjusted for the conversibaw 9% Junior Convertible Subordinated Notes tammon stock, nooash debt fc
equity exchanges and common stock issued in coionestth stocl-based compensation plans after March 31, 2
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED ST OCK DIVIDENDS

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

Three Months Ended
March 31, Fiscal Year Ended December 31,

2003 2002 2002 2001 2000 1999 1998

1.88 — — — — — —

For this ratio, earnings consist of earnings (Id&fpre income taxes, minority interest and disicard operations plus fixed charges
excluding capitalized interest but including amzation of capitalized interest. Fixed charges csirddiinterest expensed and capitalized, plus
the portion of rent expense under operating ledsemed by us to be representative of the intesesdrf We had deficiencies of earnings to
fixed charges of $196 million for the three mongimsled March 31, 2002, $924 million for the fiscahyended December 31, 2002, $4.378
billion for the fiscal year ended December 31, 20R1L506 billion for the fiscal year ended Decentkibr2000, $689 million for the fiscal year
ended December 31, 1999, and $36 million for thedli year ended December 31, 1998.

Upon adoption of Statement of Financial Accountgtgndards No. 145, “Recission of Financial Accaugntstandards Board Statements
No. 4, 44, and 64, Amendment of FASB StatementI8pand Technical Correctic”, in 2003, due to the recurring nature of its debt
repurchases and exchanges, the Company reclagsiéiedlated gains previously classified as extfmary gains to Other income within Loss
from Continuing Operations Before Income Tax of @13illion for the three months ended March 31, 2055 million for the fiscal year
ended December 31, 2002 and $1.075 billion foffigeal year ended December 31, 2001. The ratitisarabove table give effect to these
reclassifications.
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DESCRIPTION OF NOTES

We will issue the notes under an indenture dateaf &&ptember 20, 1999, between us and The BaNewfYork (as successor to IBJ
Whitehall Bank & Trust Company), as trustee, agpermpented by a supplemental indenture to be dated duly 8, 2003. Copies of the
indenture and supplemental indenture referred limAbare available as set forth under “—Additionafldrmation” below. References herein to
the indenture shall be to the indenture as suppitedeby the supplemental indenture. The followsg@ summary of material provisions of the
indenture and does not purport to be complete. sfauld refer to all provisions of the indentureliming the definitions of terms containec
the indenture. The terms of the notes include tisteted in the indenture and those made part dhttenture by reference to the Trust
Indenture Act of 1939, as amended. As used insiiision, the terms “Company,” “we,” “us” and “ougfer to Level 3 Communications, Inc.,
but not any of our subsidiaries, except for purgaxdinancial data determined on a consolidatesisbend unless the context requires
otherwise.

General

The notes will mature on July 15, 2010, and willibgted to an aggregate principal amount of $328,000 (or $373,750,000, if tt
underwriters exercise their ovaltotment option in full). The notes will be issueddenominations of $1,000 and integral multip&$1,000 ir
fully registered form. Exchanges and transfersefriotes will be registered without charge, butwasy require payment of a sum sufficient to
cover any tax or other governmental charge in cotimre with such exchanges or transfers.

The notes will accrue interest at a rate of 2.87&Yoannum from July 8, 2003, or from the most rea#rrest payment date to which
interest has been paid or duly provided for. Acdrard unpaid interest will be payable semi-annuallgrrears on July 15 and January 15 of
each year, beginning January 15, 2004. Interesbeipaid to the person in whose name a note istezgd at the close of business ondtly 1
and January 1 (which we refer to as the “recoréstaimmediately preceding the relevant intereghpent date. However, in the case of a note
or portion of a note called for redemption on aeragtion date, or repurchased in connection witesigthated event on a designated event
payment date, during the period from a record ttateit excluding the next succeeding interest payrdate, accrued interest will be payable
on such redemption date or designated event paytiedatunless such note or portion is convertethdégerson who on such redemption date
or designated event payment date is the holddreofibte or portion of the note redeemed or repgethanterest will be computed on the basis
of a 360-day year comprised of twelve 30-day manths

Principal of, premium, if any, and interest on tteges will be payable at the office or agency neaived for such purpose or, at our
option, payment of interest may be made by chedlethéo the holders of the notes at their respectigdresses set forth in the register of
holders of notes. Until otherwise designated bythes office or agency maintained for such purposiebe the principal corporate trust office
the trustee.

If any interest payment date or maturity date nbte falls on a day that is not a business dayreeired payment will be made on the
next succeeding business day as if made on theldstéhe payment was due and no interest willleeon that payment for the period from
and after the interest payment date or maturitg,d& the case may be, to the date of that payonethie next succeeding business day. The
term “business day” means, with respect to any,reotg day other than a Saturday, a Sunday or andayhich banking institutions in The City
of New York are authorized or required by law, rfagjon or executive order to close.

We will not pay any additional amounts on the natesompensate any beneficial owner for any UnBtades tax withheld from
payments of principal, interest, or premium, if aog the notes.

Unless specifically provided otherwise, when we th&eterm “holder” in this prospectus supplemerg,mean the person in whose name
such note is registered in the security register.
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Ranking

The notes are our unsecured and unsubordinateghtiblis and rank equal in right of payment withodlbur existing and future
unsecured and unsubordinated indebtedness. As N84, 2003, we had approximately $3.363 billiero{uding the debt of our subsidiari
outstanding in unsecured and unsubordinated indebss. As of March 31, 2003, we had approximat&lg3b billion outstanding under our
senior secured credit facility. The indenture unalkich the notes will be issued contains no retsbmns on the amount of additional
indebtedness we may incur. The notes will be effelst junior to obligations incurred under our semsecured credit facility, which is secured
by a substantial portion of our assets and subatiyrall of the assets of our subsidiaries, andeoured obligations incurred under future credit
facilities, receivables and purchase money indetsssl and certain other arrangements that are sedaraddition, the notes will be
structurally subordinated to all indebtedness ahéroobligations of our subsidiaries. Our subsidmare separate legal entities and have no
obligation to pay, or make funds available to gy amounts due on the notes. As of March 31, 20@3subsidiaries had approximately
$3.894 billion of outstanding liabilities, includjrtrade payables but excluding intercompany liiedj all of which liabilities are structurally
senior to the notes. See “Risk Factors—Becausedtes that you hold are unsecured, you may natilberepaid if we become insolvent”,
“Risk Factors—Because the notes are structuraliplinated to the obligations of our subsidianes) may not be fully repaid if we become
insolvent,” and “Risk Factors—We have substantidggting debt and expect to incur substantial addal debt, so we may be unable to make
payments on the notes.”

Conversion Rights

The holders of notes will be entitled at any tinmeoo before the close of business on the lastrigaday prior to the maturity date, subject
to prior redemption or repurchase, to convert asigs or portions of notes (in denominations of 8Q,6r integral multiples of $1,000) into
shares of our common stock, at the conversion pifid.18 per share of common stock (which is apprately equivalent to a conversion r
of 139.2758 shares per $1,000 of notes), subjeadjiestment as described below.

Except as described below, no adjustment will bderan conversion of any notes for interest accareduch notes. If notes are
converted after a record date for the paymenttef@st and prior to the next succeeding interegineat date, interest payable on that interest
payment date will be payable on that interest payrdate notwithstanding the conversion, and therg@st will be paid to the holder of the note
on the applicable record date. If notes not cdibededemption are converted after a record dat¢hi® payment of interest and prior to the next
succeeding interest payment date, those noteshrawsmtcompanied by funds equal to the interest payabthe succeeding interest payment
date on the principal amount so converted (exdggitd holder may reduce such payment by the anuduamty existing payment default in
respect of those notes). Accordingly, under thaseimstances, the holder of the converted notdswilreceive any interest payment for the
period from the next preceding interest paymerg tiathe date of conversion.

We are not required to issue fractional share®ofroon stock upon conversion of notes and, in ligfuagtional shares, we will pay a
cash adjustment based upon the market price afdimenon stock on the last trading day prior to tageaf conversion or, at our option, we
will (i) round such fraction up to the nearest wdhalmber of shares or (ii) if permitted by law aalbvant Nasdaq or stock exchange rules, we
will issue fractional shares.

In the case of notes called for redemption, coneergghts will expire at the close of businesstioa trading day preceding the date fixed
for redemption, unless we default in the paymenhefredemption price, in which case the conversgin will terminate at the close of
business on the date the default is cured. In\ikateany holder exercises its right to requirecusepurchase notes upon a designated event,
such holder’s conversion right will terminate oe ttlose of business on the designated event effismination date (as defined
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in the indenture), unless we default on the payrdaetupon repurchase or the holder elects to wathdlis election to have the notes
repurchased in accordance with the requiremerttseofhdenture. See “—Repurchase at Option of Heltdgron a Designated Event.”

The right of conversion attaching to any note makercised by the holder by delivering the nothatspecified office of a conversion
agent, accompanied by a duly signed and completgdenof conversion, together with any funds thalyrbe required. A notice of conversion
can be obtained from the trustee. Beneficial owpéisterests in a global note may exercise thighitrof conversion by delivering to The
Depository Trust Company (which we refer to as “D)'tbe appropriate instruction form for conversipmrsuant to DTC’s conversion
program. The conversion date will be the date orthvthe note, the duly signed and completed natfamnversion, and any funds that may be
required as described above shall have been scedsdi. A holder delivering a note for conversiotl wot be required to pay any taxes or
duties payable in respect of the issue or delieéigommon stock on conversion, but will be requiregay any tax or duty which may be
payable in respect of any transfer involved inifiseie or delivery of the common stock in a namermtthan the holder of the note. Certificates
representing shares of common stock will not beeidsr delivered unless all taxes and duties,yif payable by the holder have been paid.

We will adjust the conversion rate if any of théddwing events occurs:
* we issue common stock as a dividend or distributierour common stocl

* we issue to all holders of common stock certaihtegr warrants to purchase our common stock &te per share that is less than
the then current market price of our common staskdefined in the indentur

» we subdivide or combine our common stock;

« we distribute to all holders of our common stodiares of our capital stock, evidences of indebtsslioe assets, including cash ¢
securities but excluding rights, warrants and comistock dividends or distributions specified abgqwayvided, howevethat if we
distribute capital stock of, or similar equity irgets in, a subsidiary or other business unit o§,ahe conversion rate will be adjusted
based on the market value of the securities sdhliséd relative to the market value of our comrstotk, in each case based on the
average closing sales prices of those securitrethé10 trading days commencing on and includiagfifth trading day after the de
on which “ex-dividend trading” commences for sugstribution on the Nasdaqg National Market or sutiieo national or regional
exchange or market on which the securities are libtd or quoted; ¢

» we or one of our subsidiaries makes a paymentipe& of a tender offer or exchange offer for mammon stock to the extent that
the cash and value of any another consideratidnded in the payment per share of common stockezcthe current market price
per share of common stock on the trading day neodeeding the last date on which tenders or exasangy be made pursuant to
such tender or exchange off

If we distribute cash, then the conversion raté wélincreased so that it equals the rate detedrbigemultiplying the conversion rate in
effect on the record date with respect to the disthibution by a fraction, (1) the numerator ofiethwill be the current market price of a share
of our common stock on the record date, and (2gl#mminator of which will be the same price ohare on the record date less the per share
amount of the distribution. “Current market pricegans the average of the daily closing sale ppeeshare of common stock for the ten
consecutive trading days ending on the earliehefdate of determination and the day before theda®” with respect to the distribution
requiring such computation. For purpose of thisgeaph, the term “ex dateyhen used with respect to any distribution, meheditst date o
which our common stock trades, regular way, orréfevant exchange or in the relevant market frornckvthe closing sale price was obtained
without the right to receive such distribution.
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If we have a rights plan in effect upon conversibthe notes into common stock, you will receiveaddition to the common stock, the
rights under the rights plan unless the rights reegarated from the common stock at the time o¥exion, in which case the conversion rate
will be adjusted as if we distributed to all holslef our common stock, shares of our capital steeldences of indebtedness or assets as
described above, subject to readjustment in thatexfehe expiration, termination or redemptiorsath rights.

In the event of:
» any reclassification of our common stock;

* aconsolidation, merger or combination involving as

» asale or conveyance to another person or entity of substantially all of our property and asset

in which holders of our common stock would be éadito receive stock, other securities, other prigpassets or cash for their common stock,
upon conversion of your notes you will be entittedeceive the same type of consideration whichwould have been entitled to receive if
you had converted the notes into our common stockediately prior to any of these ever

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

We may, from time to time, increase the conversata if our board of directors has made a deterticindhat this increase would be in
our best interests. Any such determination by @ard will be conclusive. In addition, we may ingeahe conversion rate if our board of
directors deems it advisable to avoid or diminieia Bacome tax to holders of common stock resulfiogn any dividend or distribution of sto
(or rights to acquire stock) or from any eventteelaas such for income tax purposes. See “Certaitet! States Federal Income Tax
Considerations.”

We will not be required to make an adjustment ed¢bnversion rate unless the adjustment would reguchange of at least 1% in the
conversion rate. However, we will carry forward adjustments that are less than 1% of the conversie. Except as described above in this
section, we will not adjust the conversion ratedny issuance of or common stock or convertiblexashangeable securities or rights to
purchase our common stock or convertible or exceabig securities.

Redemption of Notes at Our Option

We may not redeem the notes at our option pridutp 15, 2007. If the closing sale price of our coom stock has exceeder specified
percentage” of the then applicable conversion ffacat least 20 trading days in any consecutivel@@trading period ending on the trading
day prior to the mailing of the notice of redemptiove may redeem for cash all or a portion of tbees at any time after July 15, 2007, by
providing not less than 30 nor more than 60 dapsice by mail to each registered holder of the sidtebe redeemed, at a price in cash equal tc
100% of the principal amount of the notes to becesded plus accrued and unpaid interest and adaittonounts, if any, to, but excluding, the
redemption date plus the “make whole” payment diesdrbelow. The “specified percentage” is equdlliol70% if the date of the mailing of
the notice of redemption is during the 12-monttiqeebeginning July 15, 2007, (2) 160% if the datéhe mailing of the notice of redemption
is during the 12-month period beginning July 150&0and (3) 150% if the date of the mailing of timtice of redemption is during the 12-
month period beginning July 15, 2009.
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The “make whole” payment shall be a cash amoundleguthe present value of all remaining schedplagiments of interest on the notes
to be redeemed through and including July 15, 20he. present value of the remaining interest payswill be computed using a discount
rate equal to the Treasury Yield. “Treasury Yietdans the yield to maturity at the time of compataof United States Treasury securities
with a constant maturity (as compiled and publisimeithe most recent Federal Reserve Statisticad®el H.15 (519) that has become publicly
available at least two business days prior to tite fixed for conversion (or, if such Statistical&ase is no longer published, any publicly
available source for similar market data)) mostriyesgual to the then remaining term to July 151@@rovided, howevethat if the then
remaining term to July 15, 2010, is not equal ®¢bnstant maturity of a United States Treasuryriigdor which a weekly average yield is
given, the Treasury Rate shall be obtained by tirgarpolation (calculated to the nearest twelfth of a year) from the weekly average vyie
of United States Treasury securities for which syields are given, except that if the then remajrigrm to July 15, 2010, is less than one y
the weekly average yield on actually traded Uniéates Treasury securities adjusted to a constanirity of one year shall be used.

We must pay these “make whole” payments on allsicédled for redemption pursuant to this sectidargo July 15, 2010, including on
any notes converted after the date we mail theicgdpk notice.

Selection and Notice

If less than all the notes are to be redeemedyatime, selection of notes for redemption will bade by the trustee in compliance with
the requirements of the principal national secesigxchange, if any, on which the notes are listed the notes are not so listed, on a pro rata
basis, by lot or by any other method that the gisibnsiders fair and appropriate. The trusteesalagct for redemption a portion of the
principal of any note that has a denomination lathan $1,000. Notes and portions thereof will @dgeemed in the amount of $1,000 or inte
multiples of $1,000. The trustee will make the st from notes outstanding and not previouslyeckfor redemptionprovided, however,
that if a portion of a holdes'notes are selected for partial redemption anld balder thereafter converts a portion of such syatach converte
portion will be deemed to be taken from the porsefected for redemption.

Provisions of the indenture that apply to noteteddior redemption also apply to portions of théesacalled for redemption. If any note
to be redeemed in part, the notice of redemptidhstéte the portion of the principal amount toredeemed. In the event of any redemption of
less than all the notes, we will not be required to

» issue or register the transfer or exchange of atg during a period of 15 days before any seleatfcsuch notes for redemption,

» register the transfer or exchange of any note lsxtgel for redemption, in whole or in part, exciyet unredeemed portion of any n
being redeemed in part, in which case we will exeaund the trustee will authenticate and deliveh&oholder a new note equal in
principal amount to the unredeemed portion of thie surrenderec

On and after the redemption date, unless we defathe payment of the redemption price, interest additional amounts, if any, will
cease to accrue on the principal amount of thesmmt@ortions of notes called for redemption andafhich funds have been set aside for
payment. In the case of notes or portions of nitdeemed on a redemption date which is also aadg@cheduled interest payment date, the
interest payment due on such date will be paitiégperson in whose name the note is registerdetalose of business on the relevant record
date.

The notes are not entitled to any sinking fund.
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Repurchase at Option of Holders Upon a Designatedvent

Upon the occurrence of a designated event, eadehof notes will have the right to require useépurchase all or any part (equa
$1,000 or an integral multiple of $1,000) of sudder’s notes pursuant to the offer described bdlothich we refer to as thelésignated eve
offer”) at an offer price in cash equal to 100%twdir aggregate principal amount plus accrued amdid interest on such notes to but
excluding the repurchase date (which we refer thh@$designated event payment”). Within 20 dayfeing any designated event, we will
mail a notice to each holder describing the tratizas that constitute the designated event andionfféo repurchase notes pursuant to the
procedures required by the indenture and desciibsdch notice.

We will comply with the requirements of Rule 14exider the Exchange Act and any other securities kavad regulations to the extent
such laws and regulations are applicable in commeetith the repurchase of the notes as a resutddsignated event. Rule 13e-4 under the
Exchange Act requires, among other things, theedigsation of certain information to security holslé@n the event of an issuer tender offer and
may apply in the event that the repurchase optémoimes available to holders of the notes. We withgly with this rule to the extent
applicable at that time.

On the date specified for termination of the deaigd event offer, we will, to the extent lawful:
» accept for payment all notes or portions of theeagroperly tendered pursuant to the designated effer;

» deposit with the paying agent an amount equal@alffsignated event payment in respect of all rart@ertions of the notes «
tendered; an

» deliver or cause to be delivered to the trusteentites so accepted together with an officers’ fiegte stating the aggregate principal
amount of notes or portions of the notes beingmased by us

On the date specified for payment of the designatetht payment (which we refer to as the “desighateent payment date”), which may
not be later than 60 days following the design&eeht, the paying agent will promptly mail to edcider of notes so accepted the designated
event payment for such notes, and the trustegowaptly authenticate and mail (or cause to besfeaned by book entry) to each holder a new
note equal in principal amount to any unpurchasetgn of the notes surrendered, if apypvided, howevethat each such new note will be
a principal amount of $1,000 or an integral mudifitereof.

The foregoing provisions would not necessarily affbolders of the notes protection in the everitighly leveraged or other transactions
involving us that may adversely affect holders.

The right to require us to repurchase notes asudtref a designated event could have the effedetdying, deferring or preventing a
change of control or other attempts to acquirercbiof us unless arrangements have been made hbdeemsato repurchase all the notes at the
designated event payment date. Consequently,ighismay render more difficult or discourage a negrgonsolidation or tender offer (even if
such transaction is supported by our board of thrswr is favorable to the shareholders), therapsion of control by a holder of a large block
of our shares and the removal of incumbent manageme

Except as described above with respect to a dasidmaent, the indenture does not contain provisthat permit the holders of the notes
to require us to repurchase or redeem the notieeiavent of a takeover, recapitalization or simidgtructuring. Subject to the limitation on
mergers and consolidations described below, weparagement or our subsidiaries could in the fudater into transactions, including
refinancings, recapitalizations, acquisitions, idgtion or similar transactions, that would not stitate a designated event under the indenture,
but that would increase the amount of our otheeledness outstanding at the time or substantidiyce or eliminate our assets.
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The terms of our existing or future credit or othgreements relating to indebtedness may prohsiitaam purchasing any notes and may
also provide that a designated event, as welltzer @hange of control events related to us, woafttitute an event of default under such
agreements. If a designated event occurs at awime& we are prohibited from purchasing notes, wedcseek the consent of our then-existing
lenders to the purchase of notes or could atteonpfinance the borrowings that contain such piitibitn If we do not obtain such a consent or
repay such borrowings, we would remain prohibitearf purchasing notes. In such case, our failuputchase tendered notes would consti
an event of default under the indenture, which nrayrn, constitute a further default under thene of other indebtedness that we have
entered into or may enter into from time to time.

A “designated event” will be deemed to have ocalitrpon a change of control or a termination ofitrgd

A “change of control” will be deemed to have ocedrwhen:

e any“persol” or“grouf” (as such terms are used in Sections 13(d) and @fi{d Exchange Act or any successor provisiorestter
of the foregoing), including any group acting foe tpurpose of acquiring, holding, voting or dispgsdf securities within the
meaning of Rule 13d-5(b)(1) under the Exchange éttter than any one or more of the Permitted Hsldeecomes the “beneficial
owner” (as defined in Rule 13d-3 under the Exchafgte except that a person will be deemed to hdené&ficial ownership” of all
shares that any such person has the right to a;quiirether such right is exercisable immediatelgrdy after the passage of time),
directly or indirectly, of 35% or more of the totadting power of the Voting Stock of the Compapyovided, howevethat the
Permitted Holders are the “beneficial owners” (afireed in Rule 13d-3 under the Exchange Act, extiegita person will be deemed
to have “beneficial ownership” of all shares thay auch person has the right to acquire, whether sght is exercisable
immediately or only after the passage of time)clly or indirectly, in the aggregate of a lessercpntage of the total voting power
of the Voting Stock of the Company than such ofieson or group (for purposes of this bullet pasath person or group shall be
deemed to beneficially own any Voting Stock of gpomation (the “specified corporation”) held by asther corporation (the “parent
corporation”) so long as such person or group heiadlf owns, directly or indirectly, in the aggratg a majority of the total voting
power of the Voting Stock of such parent corporgtior

» the sale, transfer, assignment, lease, conveyamather disposition, directly or indirectly, of at substantially all the assets of the
Company and its subsidiaries, considered as a wWbtier than a disposition of such assets as aregnor virtually as an entirety to
a wholly owned subsidiary or one or more Permitietlers) shall have occurred,;

» during any period of two consecutive years, indingild who at the beginning of such period constittie board of directors of the
Company (together with any new directors whosetigleor appointment by such board or whose nomanafdr election by the
shareholders of the Company was approved by aof@enajority of the directors then still in offieého were either directors at the
beginning of such period or whose election or natiam for election was previously so approved) edas any reason to constitut:
majority of the board of directors of the Compahgrt in office; ol

» the shareholders of the Company shall have appranmgglan of liquidation or dissolution of the Coamy.

However, a change of control under the first twidtyoints above will not be deemed to have omlif:

» the daily market price per share of common stoclafty five trading days within the period of 10 seautive trading days endil
immediately after the later of the change of cdrirdhe public announcement of the change of obifitn the case of a change of
control under the first bullet point above) or thexiod of 10 consecutive trading days ending imiatedly before the change of con
(in the case of a change of control under the stbaliet above) shall equal or exceed 105% of tirerersion price of the notes in
effect on the date of the change of control orthielic announcement of the change of control, gdicgble; or
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« all of the consideration (excluding cash paymeotdractional shares) in the transaction or tratisas constituting the change
control consists of shares of common stock thgt@rapon issuance will be, traded on the New Yatdck Exchange or the
American Stock Exchange or quoted on the NasdaipiNdtMarket and as a result of such transactiomasrsactions the notes
become convertible solely into such common st

“Permitted Holders” means the members of the ComigdBoard of Directors on April 28, 1998, and thedspective estates, spouses,
ancestors, and lineal descendants, the legal egegs/es of any of the foregoing and the trustdes1y bona fide trusts of which the foregoing
are the sole beneficiaries or the grantors, orpargon of which the foregoing “beneficially owngs(defined in Rule 138-under the Exchan
Act) at least 66-2/3% of the total voting powettlod VVoting Stock of such person.

“Voting Stock” of any person means Capital Stoclsoeéh person which ordinarily has voting powertfar election of directors (or
persons performing similar functions) of such parsehether at all times or only for so long as anisr class of securities has such voting
power by reason of any contingency.

“Capital Stock” of any person means any and alfehdnterests, participations or other equival@mtsvever designated) of corporate
stock or other equity participations, includingtparship interests, whether general or limitedswth person and any rights (other than debt
securities convertible and exchangeable into aityemuerest), warrants or options to acquire aniggnterest in such person.

The definition of change of control includes a @eraelating to the sale, assignment, lease, tnaosfnveyance of “all or substantially
all” of our assets or our assets and those of estriRted Subsidiaries taken as a whole. Althobghet is a developing body of case law
interpreting the phrase “substantially athiere is no precise established definition of theape under applicable law. Accordingly, the apitit
a holder of notes to require us to repurchase ragtesresult of a sale, assignment, transfer, Jeag®nveyance of less than all of our assets
and/or those of our subsidiaries may be uncertain.

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

Limitation on Liens

We will not, directly or indirectly, incur or suffeo exist any Lien (other than existing Liens)wéng Specified Indebtedness of ¢
nature whatsoever on any of our properties or ssadtether owned at the issue date of the notdeeoeafter acquired, without making
effective provision for securing the notes equaltgl ratably with (or, if the obligation to be semdiby the Lien is subordinated in right of
payment to the notes, prior to) the obligationsacured for so long as such obligations are sasécu

“Lien” means any mortgage or deed of trust, pledhypothecation, security interest, lien, chargeuembrance or other security
agreement of any kind or nature whatsoepewsyided, howevethat Liens shall not include defeasance trustsind$. For purposes of this
definition, the sale, lease, conveyance or otlarstier by the Company or any of its subsidiariesnafuding the grant of indefeasible rights of
use or equivalent arrangements with respect td, alait communications fiber capacity or communicas conduit shall not constitute a Lien.

“Specified Indebtedness” means (A) the CompanyI29% Senior Notes due 2008, 11% Senior Notes d08,2M.5% Senior Discount
Notes due 2008, 10.75% Senior Euro Notes due 200875% Senior Discount Notes due 2010, 11.25%d8&niro Notes due 2010, 11.2¢
Senior Notes due 2010, 6.0% Convertible Subordihblistes due 2009 and 6.0% Convertible Subordindtads due 2010, and (B) any
indebtedness of the
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Company for borrowed money that (i) is in the fasmor represented by, bonds, notes, debenturether securities (other than promissory
notes or similar evidence of indebtedness undek kmams, reimbursement agreements, receivablegifzgor other bank, insurance or other
institutional financing agreements under sectid®) 4f the Securities Act) or any guarantee theasaf (ii) is, or may be, quoted, listed or
purchased and sold on any stock exchange, autorsateuities trading system or over-tt@anter or other securities market (including, witl
prejudice to the generality of the foregoing, tharket for securities eligible for resale pursuanRule 144A under the Securities Act). For the
avoidance of doubt, “Specified Indebtedness” shatlinclude indebtedness among the Company ouldsidiaries or among subsidiaries.

The foregoing restrictions shall not apply to:L(@ns to secure Acquired Delgirovidedthat (a) such Lien attaches to the acquired
property prior to the time of the acquisition othiproperty and (b) such Lien does not extend woeer any other property; and (ii) Liens to
secure debt incurred to refinance, in whole ordrt,pdebt secured by any Lien referred to in thredoing clause (i) or this clause (ii) so long as
such Lien does not extend to any other propertyefothan improvements and accessions to the otigingerty) and the principal amount of
debt so secured is not increased.

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

Merger and Consolidation

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

» either (i) we shall be the surviving or continuicwyporation or (ii) the entity or person formeddrysurviving any such consolidatic
merger or share exchange (if other than us) oetii¢y or person which acquires by sale, assignmeartsfer, lease, conveyance or
other disposition our properties and assets sutisiigiras an entirety (x) is a corporation orgaized validly existing under the la
of the United States, any State thereof or theridtstf Columbia and (y) assumes the due and pahgiayment of the principal of,
premium, if any, and interest on all the notes tredperformance of each of our covenants undendkes and the indenture pursuant
to a supplemental indenture in a form reasonatilgfaatory to the trustet

* immediately after such transaction no default @mgwf default exists; and

» we or such successor person shall have delivergetsustee an office’ certificate and an opinion of counsel, each statiag suct
transaction and the supplemental indenture comjily thhe indenture and that all conditions precedietiie indenture relating to st
transaction have been satisfi

For purposes of the foregoing, the transfer (bgdeassignment, sale or otherwise, in a singlesaetion or series of transactions) of al
substantially all of the properties or assets & onmore of our subsidiaries, the capital stocwlich individually or in the aggregate
constitutes all or substantially all of our projestand assets, will be deemed to be the tranfdl ar substantially all of our properties and
assets.

Upon any such consolidation, merger, share exchaadge, assignment, conveyance, lease, transtgher disposition in accordance w
the foregoing, the successor person formed by sobkolidation or share exchange or into which veenaerged or to which such sale,
assignment, conveyance, lease, transfer or othposition is made will succeed to, and be substitétr, and may exercise our right and
power, under the indenture with the same effedtthe successor had been named as us in the imdeaind thereafter (except in the case of a
lease) the predecessor corporation will be relieofeall further obligations and covenants underitftenture and the notes.
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Events of Default and Remedies
An event of default is defined in the indenturéamg:
(1) default in payment of the principal of, or piem, if any, on the notes;
(2) default for 30 days in payment of any instaltinef interest on the notes;
(3) default in the payment of the designated epagiment in respect of the notes on the date fdr pagment
(4) failure to provide timely notice of a desigré&vent;
(5) default by us for 60 days after notice in thservance or performance of any other covenaritgimdenture;

(6) default under any credit agreement, mortgaggenture or instrument under which there may heeg®or by which there may
secured or evidenced any indebtedness for monegwed by us or any of our material subsidiariesttjerpayment of which is
guaranteed or secured by us or any of our subid)awhich default

» is caused by a failure to pay when due any prin@pauch indebtedness within the grace period idiexy/ for in such indebtedness,
which failure continues beyond any applicable gaeeod, or

» results in the acceleration of such indebtedneiss far its express maturity, without such accelerabeing rescinded or annulle

and, in each case, the principal amount of sucklitetiness, together with the principal amount gfather such indebtedness under
which there is a payment default or the maturityvbfch has been so accelerated, aggregates $a6mul its foreign currency
equivalent or more and such payment default iconogd or such acceleration is not annulled witltirdays after notice;

(7) failure by us or any of our material subsidarto pay final, nonappealable judgments (other #my judgment as to which a
reputable insurance company has accepted fullitigbaggregating in excess of $25 million or igdign currency equivalent, which
judgments are not stayed, bonded or dischargednwgthdays after their entry; or

(8) certain events involving our bankruptcy, ingiey or reorganization or that of any of our matesubsidiaries.

If an event of default (other than an event of difspecified in clause (8) with respect to us)ussand is continuing, then and in every
such case the trustee, by written notice to utheholders of not less than 25% in aggregate ipaha@amount of the then outstanding notes, by
written notice to us and the trustee, may decleeunpaid principal of, premium, if any, and accdraed unpaid interest on all the notes then
outstanding to be due and payable. Upon such dgidar such principal amount, premium, if any, aedrued and unpaid interest will become
immediately due and payable, notwithstanding amgfltiontained in the indenture or the notes to tdmrary. If any event of default specified
in clause (8) occurs with respect to us, all ungaidcipal of, premium, if any, and accrued andaidpnterest on the notes then outstanding
will automatically become due and payable, withey declaration or other act on the part of thet&r@ or any holder of notes.

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

» such holder has previously given the trustee writtetice of a continuing event of defat

» the holders of at least 25% in aggregate princ@pabunt of the notes have made a written requesinofoffered reasonable
indemnification to, the trustee to begin such pealieg;

» the trustee has not started such proceeding waidays after receiving the request; .

» the trustee has not received directions incondistéh such request from the holders of a majaritaggregate principal amount of
the notes during those 30 da
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Subiject to the provisions of the indenture relatmghe duties of the trustee, the trustee is undesbligation to exercise any of its rights
or powers under the indenture at the request, andeirection of any of the holders, unless sucldéxs have offered to the trustee security or
an indemnity satisfactory to it against any cospemse or liability. Subject to all provisions b&tindenture and applicable law, the holders
majority in aggregate principal amount of the tloetistanding notes have the right to direct the timethod and place of conducting any
proceeding for any remedy available to the trusteexercising any trust or power conferred on thetee. If a default or event of default oct
and is continuing and is known to the trusteetidenture requires the trustee to mail a noticgeséwult or event of default to each holder
within 60 days of the occurrence of such defauk\@nt of default. However, the trustee may witdHobm the holders notice of any
continuing default or event of default (except éad# or event of default in the payment of priradipf, premium, if any, or interest on the
notes) if it determines in good faith that withhialgl notice is in their interest. The holders of ajonity in aggregate principal amount of the
notes then outstanding by notice to the trustee masgind any acceleration of the notes and itsexumsnces if all existing events of default
(other than the nonpayment of principal of, premiifrany, and interest on the notes that has beamesolely by virtue of such acceleration)
have been cured or waived and if the rescissioridwoat conflict with any judgment or decree of amurt of competent jurisdiction. No such
rescission will affect any subsequent default @mawf default or impair any right consequent there

In the case of any event of default occurring lasom of any willful action (or inaction) taken (oot taken) by us or on our behalf with
the intention of avoiding payment of the premiurattive would have had to pay if we then had eletdgddeem the notes pursuant to the
optional redemption provisions of the indentureegnivalent premium will also become and be immietiladue and payable to the extent
permitted by law upon the acceleration of the ndfesn event of default occurs on any date on Whie are prohibited from redeeming the
notes by reason of any willful action (or inactiaaken (or not taken) by us or on our behalf wt intention of avoiding the prohibition on
redemption of the notes on such date, then themmariredemption premium specified in the indentuiltalso become immediately due and
payable to the extent permitted by law upon thelgcation of the notes.

Except as provided in the next sentence, the heldfea majority in aggregate principal amount @& tiotes then outstanding may, on
behalf of the holders of all the notes, waive aagtglefault or event of default under the inden&une its consequences, except default in the
payment of principal of, premium, if any, or intet@n the notes (other than the nonpayment of ip@hof, premium, if any, and interest that
has become due solely by virtue of an accelerdtianhas been duly rescinded as provided abovie)respect of a covenant or provision of
indenture that cannot be modified or amended withtoel consent of all holders of notes.

We are required to deliver to the trustee annumbyatement regarding compliance with the inderaacewe are required, upon becorr
aware of any default or event of default, to delitwethe trustee a statement specifying such defeudvent of default.

Book-Entry; Delivery and Form; Global Note

The notes will be represented by one or more peemtagiobal notes in definitive, ful-registered form without interest coupons. E
global note will be deposited with the trustee astadian for DTC and registered in the name ofrainee of DTC in New York, New York fc
the accounts of participants in DTC.

Investors who purchase notes may hold their inteiaghe global note directly through DTC if these DTC participants, or indirectly
through organizations that are DTC participants.

Investors may hold their interests in the globdkrdirectly through Euroclear Bank S.A./N.V., aggyior of the Euroclear System
(“Euroclear”), and Clearstream Bankirgpciété anonymgClearstream”), if they are participants in sugilstems, or indirectly through
organizations that are participants in such syst&usoclear and Clearstream will hold interestthimglobal note on behalf of their participants
through their respective depositaries, which im twill hold such interests in the global note irstmmers’ securities accounts in the
depositaries’ names on the books of DTC.
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If we redeem less than all of the global note, @weehbeen advised that it is DTC’s practice to daeiee by lot the amount of the interest
of each participant in the global note to be redsgm

DTC has advised us as follows: DTC is a limitedgmse trust company organized under the banking e State of New York, a
“clearing corporation” within the meaning of thew& ork Uniform Commercial Code, a “clearing agencggistered pursuant to the
provisions of Section 17A of the Exchange Act, akiag organization under the banking laws of thet&bf New York and a member of the
Federal Reserve System. DTC was created to holdiges of institutions that have accounts with D{Which we refer to as “participants”)
and to facilitate the clearance and settlemeneofisties transactions among its participants ochssecurities through electronic book-entry
changes in accounts of the participants, therehyiredting the need for physical movement of se@sitertificates. DTC's participants include
securities brokers and dealers (which may inclhéeunderwriters), banks, trust companies, clearorgorations and certain other
organizations. Access to DTC’s book entry systealse available to others such as banks, brokeeders and trust companies that clear
through or maintain a custodial relationship witbaaticipant, whether directly or indirectly.

Upon the issuance of the global note, DTC will @;esh its bookentry registration and transfer system, the respeprincipal amount ¢
the individual beneficial interests representedhgyglobal note to the accounts of participant® atcounts to be credited shall be designated
by the underwriters of such beneficial interestwn@rship of beneficial interests in the global netk be limited to participants or persons that
may hold interests through participants. Ownersifipeneficial interests in the global note will ffeown on, and the transfer of those
ownership interests will be effected only througgcords maintained by DTC (with respect to partois’ interests) and such participants (with
respect to the owners of beneficial interests englobal note other than participants). Interasthié global note may be more difficult to ple:
because of the lack of a physical note.

So long as DTC or its nominee is the registereddrahnd owner of the global note, DTC or such nemims the case may be, will be
considered the sole legal owner of the notes repted by the global note for all purposes undeirtienture and the notes. Except as set forth
below, owners of beneficial interests in the glatate will not be entitled to receive notes in diive form and will not be considered to be
owners or holders of any notes under the globa nothe indenture. We understand that under egistidustry practice, in the event an owner
of a beneficial interest in the global note destoetake any actions that DTC, as the holder ofgibbal note, is entitled to take, DTC would
authorize the participants to take such action,thatiparticipants would authorize beneficial ovenewning through such participants to take
such action or would otherwise act upon the insimas of beneficial owners owning through them. idmeficial owner of an interest in the
global note will be able to transfer the interestapt in accordance with DTC's applicable procedyire addition to those provided for under
the indenture and, if applicable, those of Euractea Clearstream.

Payments of the principal of, premium, if any, amtgrest on the notes represented by the global mafistered in the name of and held
by DTC or its nominee will be made to DTC or itsminee, as the case may be, as the registered @anddrolder of the global note.

We expect that DTC or its nominee, upon receirof payment of principal or interest in respedthef global note, will credit
participants’ accounts with payments in amountpgrtionate to their respective beneficial interésthe principal amount of the global note
as shown on the records of DTC or its nominee. 8t expect that payments by participants to ownébeneficial interests in the global note
held through such participants will be governedtanding instructions and customary practices aswsthe case with securities held for
accounts of customers registered in the namesrofnmees for such customers. Such payments, howeilebe the responsibility of such
participants and indirect participants, and none@fthe trustee or any paying agent will have @sponsibility or liability for any aspect of
the records relating to, or payments made on a¢afubeneficial ownership interests in the globate or for maintaining, supervising or
reviewing any records relating to such beneficighership interests or for any other aspect of éhationship between DTC
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and its participants or the relationship betweashqarticipants and the owners of beneficial irderén the global note. The conveyance of
notices and other communications by DTC to itsip@ents and by its participants to owners of baiafinterests in the notes will be
governed by arrangements among them, subject tgtahytory or regulatory requirements in effect.

Unless and until it is exchanged in whole or intar notes in definitive form, the global note magt be transferred except as a whol
DTC to a nominee of DTC or by a nominee of DTC fBMor another nominee of DTC.

Transfers between participants in DTC will be efiéelcin the ordinary way in accordance with DTC suad will be settled in same-day
funds. Transfers between participants in Eurochear Clearstream will be effected in the ordinaryweaaccordance with their respective rules
and operating procedures.

Cross-market transfers between DTC, on the one, larttdirectly or indirectly through Euroclear de@rstream participants, on the
other, will be effected through DTC in accordandgthdTC rules on behalf of Euroclear or Clearstreamthe case may be, by its respective
depositary; however, such cross-market transactidhsequire delivery of instructions to Euroclear Clearstream, as the case may be, by the
counterparty in such system in accordance withuiess and procedures and within its establishedldess (Brussels time). Euroclear or
Clearstream, as the case may be, will, if the &retien meets its settlement requirements, delivgruictions to its respective depositary to take
action to effect final settlement on its behalfdsfivering or receiving interests in the globalentirough DTC, and making or receiving
payment in accordance with normal procedures foresday funds settlement applicable to DTC. Euragbaaticipants and Clearstream
participants may not deliver instructions diredtithe depositaries for Euroclear or Clearstream.

Because of time zone differences, the securitieswurtt of a Euroclear or Clearstream participantpasing an interest in the global note
from a DTC participant will be credited during thecurities settlement processing day (which must besiness day for Euroclear or
Clearstream, as the case may be) immediately follpthe DTC settlement date, and such credit ofiatgrests in the global note settled
during such processing day will be reported torétevant Euroclear or Clearstream participant arhglay. Cash received in Euroclear or
Clearstream as a result of sales of interestsaigtbbal note by or through a Euroclear or Cleagstr participant to a DTC participant will be
received with value on the DTC settlement date willthe available in the relevant Euroclear or &@&ream cash account only as of the
business day following settlement in DTC.

Although we expect that DTC, Euroclear and Cleasstr will agree to the foregoing procedures in otddacilitate transfers of interests
in the global note among participants of DTC, Eleacand Clearstream, DTC, Euroclear and Clearstigga under no obligation to perforrr
continue to perform such procedures, and such guves may be discontinued at any time. Neither arehre trustee will have any
responsibility for the performance by DTC, EurocleaClearstream or their participants or indineatticipants of their respective obligations
under the rules and procedures governing theiratiosis.

We expect that DTC will take any action permittedé taken by a holder of notes (including the gméstion of notes for exchange) only
at the direction of one or more participants to sdaccount the DTC interests in the global noteadited and only in respect of such portion
of the aggregate principal amount of the note® aghich such participant or participants has orehgiven such direction.

Certificated Notes

Unless and until they are exchanged, in whole quairt, for notes in definitive form in accordanc#hathe terms of the notes, the notes
may not be transferred except as a whole by DT&rtominee of DTC; as a whole by a nominee of DTOT& or another nominee of DTC,;
or as a whole by DTC or a nominee of DTC to a sssaeof DTC or a nominee of such successor.
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We will issue notes to you or your nominees, iyfakrtificated form, rather than to DTC or its nioees, only if:

we advise the trustee in writing that DTC is nogenwilling or able to discharge its responsitgktiproperly or that DTC is no lonc
a registered clearing agency under the Securitiehdhge Act of 1934, and the trustee or we arelartabiocate a qualified succes
within 90 days; o

we, at our option, elect to terminate use of thek-entry system through DT(

If any of the two above events occurs, DTC is regflito notify all direct participants that notedully certificated registered form are
available through DTC. DTC will then surrender tHebal notes along with instructions for re-redisibn. The trustee will re-issue the notes in
fully certificated registered form and will recogrithe registered holders of the certificated nagelsolders under the indenture.

Amendment, Supplement and Waiver

Except as provided in the next two succeeding papdts, the indenture or the notes may be amendsdpptemented with the consent
the holders of at least a majority in aggregateqgypal amount of the notes then outstanding (iralgidonsents obtained in connection with a
tender offer or exchange offer for notes), and exigting default or compliance with any provisidrtite indenture or the notes may be waived
with the consent of the holders of a majority igegate principal amount of the then outstandings{including consents obtained in
connection with a tender offer or exchange offemfotes).

Without the consent of each holder affected, anrelment or waiver may not (with respect to any nbid by a norconsenting holder

reduce the principal amount of notes whose holderst consent to an amendment, supplement or wi

reduce the principal of or change the fixed magusitany note or alter the provisions with respgedhe redemption or mandatory
repurchase of the note

reduce the rate of or change the time for paymeinterest on any notes;

waive a default or event of default in the paymafrrincipal of or premium, if any, or interest tire notes (except a rescissior
acceleration of the notes by the holders of att leasajority in aggregate principal amount of tiséers and a waiver of the payment
default that resulted from such acceleratit

change the coin or currency of payment of princgfapremium, if any, or interest on any nc

make any change in the provisions of the indenteiaing to waivers of past defaults or the rigtftdiolders of notes to receive
payments of principal of, premium, if any, or irdset on the note:

waive a redemption or mandatory repurchase paymintrespect to any not

except as permitted by the indenture, increasedheersion price or, other than as set forth instineceeding paragraph, modify the
provisions of the indenture relating to conversidthe notes in a manner adverse to the holde!

make any adverse change to the abilities of holofenstes to enforce their rights under the indemt

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

cure any ambiguity, defect or inconsistency or makg other changes in the provisions of the indentthich we and the trustee n
deem necessary or desirable, provided such amendioes not adversely affect the not
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» provide for uncertificated notes in addition toimplace of certificated notes or to provide foater notes

» provide for the assumption of our obligations tédeos of notes in the circumstances required utidemdenture as described under
“—Merger and Consolidati(’;

» provide for conversion rights of holders of notegértain events such as our consolidation or mengthe sale of all or substantia
all of our assets

* reduce the conversion price;
» evidence and provide for the acceptance of theiappent under the indenture of a successor trustee;

* make any change that would provide any additioighits or benefits to the holders of notes or tlsinot adversely affect the le
rights under the indenture of any such holi

» comply with requirements of the SEC in order teeffor maintain the gualification of the indentureder the Trust Indenture Act of
1939, as amended,;

* to secure the note

Satisfaction and Discharge

We may discharge our obligations under the indentexcluding certain obligations, such as the @lidgn to make principal and intere
payments in respect of the notes and to issue consteck upon conversion of the notes) while nogesain outstanding if:

» all outstanding notes will become due and payabtllbeir scheduled maturity within one year, or

» all outstanding notes are scheduled for redemptitiin one year or are delivered to the trusteectmversion in accordance with
indenture

and, in either case, we have

» deposited with the trustee an amount sufficientap and discharge all outstanding notes on theafdteeir scheduled maturity or t
scheduled date of redemption, ¢

» paid all other sums then payable by us under tiienture.

Governing Law

The indenture will provide that the notes will bevgrned by, and construed in accordance with,abvs bf the State of New York with¢
giving effect to applicable principles of confliai§ law.

Transfer and Exchange

A holder may transfer or exchange notes in accargavith the indenture. The registrar and the teustay require a holder, among other
things, to furnish appropriate endorsements anstea documents, and we may require a holder tcapgitaxes and fees required by law or
permitted by the indenture. We are not requiretiansfer or exchange any note selected for redempti repurchase or surrendered for
conversion. Also, we are not required to transfezx@hange any note for a period of 15 days bedaelection of notes to be redeemed.

Reports

Whether or not required by the rules and regulatioiithe SEC, so long as any notes are outstandiagyill file with the SEC an
furnish to the trustee and the holders of notegquadterly and annual financial information (with@xhibits) required to be contained in a fili
on Forms 10-Q and 10-K, including a “Management'scDssion and Analysis of Financial Condition ares&ts of Operations” and, with
respect to the annual consolidated financial statgsnonly, a report thereon by our independenttaxsdiWe shall not be required to file any
report or other information with the SEC if it dasst permit such filing.
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The Trustee

The indenture will provide that, except during tuatinuance of an event of default, the trusteépeitform only such duties as ¢
specifically set forth in the indenture. In casesaent of default shall occur (and shall not beedyiand holders of the notes have notified the
trustee, the trustee will be required to exerdis@owers with the degree of care and skill ofdpnt person in the conduct of such person’s
own affairs. Subject to such provisions, the tresseunder no obligation to exercise any of ithitsgor powers under the indenture at the rec
of any of the holders of notes, unless they shalktoffered to the trustee security and indemratisgactory to it.

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

No Recourse Against Others

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

Additional Information

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

Vice President, Investor Relatio

Level 3 Communications, Inc.

1025 Eldorado Blvd., Broomfield, CO 80021
(720) 888-2500.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following is a summary of certain material @witStates federal income tax considerations reglatithe purchase, ownership and
disposition of the notes and of the common stotdkwhich notes may be converted. For purposesisstimmary, (1) the Internal Revenue
Code of 1986, as amended, is referred to as “thke'Cand (2) the Internal Revenue Service is refetoeas “the IRS.”

This summary:

» does not purport to be a complete analysis ohallpotential tax considerations that may be relet@mholders in light of their
particular circumstance

* is based on the provisions of Code, Treasury Régugpromulgated thereunder, published rulingsfodedures of the IRS, and
judicial decisions, all as in effect on the datehi$ prospectus supplement and all of which abgestito change at any time, possi
with retroactive effect

» deals only with holders that will hold notes andnowon stock into which notes may be converte”capital asse” within the
meaning of Section 1221 of the Co:

» does not address tax considerations applicablevestors that may be subject to special tax rglesh as partnerships and other -
through entities, banks, tax-exempt organizatiorsjrance companies, dealers or traders in sexsigti currencies or persons that
will hold notes or common stock as a position medging transaction, “straddle” or “conversion gaction” for tax purposes or
persons deemed to sell notes or common stock twhe@onstructive sale provisions of the Cc

» discusses only the tax considerations applicabikeaadnitial purchasers of the notes who purchhsenbtes pursuant to, and at
offering price on the cover of, this prospectusptement and does not discuss the tax consideratjoplicable to subsequent
purchasers of the notes; a

» does not discuss the effect of any applicable statal, foreign or other tax law

The Company has not sought, nor will seek, anynguiiom the IRS with respect to matters discussdovih There can be no assurance
that the IRS will not take a different position ceming the tax consequences of the purchase, shipeor disposition of the notes or common
stock or that any such position would not be snsthi

Investors considering the purchase of notes shouttbnsult their own tax advisors with respect to thepplication of the United
States federal income tax consequences to their paular situations, as well as the application of my state, local, foreign or other tax
laws, including gift and estate tax laws.

As used herein, the term “United States Holder” msem beneficial owner of a note or common stock whihat is, for United States
federal income tax purposes:
* anindividual that is a citizen or resident, asred in Section 7701(b) of the Code, of the Uniidtes;

e acorporation or other entity taxable as a corpomatreated or organized in or under the laws eflilnited States or any politic
subdivision thereoi

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

e atrust, if a United States court can exercise @nnsupervision over the administration of thettarsd one or more United Sta
persons can control all substantial trust decisiongf the trust was in existence on August 204, and has elected to continue t
treated as a United States persor

» aperson whose worldwide income or gain is otherwishject to United States federal income tax natancome basit

A “Foreign Holder” is any beneficial owner of notesscommon stock that is not a United States Holder
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United States Holders
Tax Consequences of Ownership of the Notes

Interest

Interest on a note generally will be includablehia income of a United States Holder as ordinacgrime at the time such interes
received or accrued, in accordance with such haldegular method of accounting for United Statsdefal income tax purposes.

Sale, Exchange or Redemption of a Note

Upon the sale, exchange or redemption of a ndtlited States Holder generally will recognize calpifain or loss equal to ti
difference between (1) the amount of cash procaadghe fair market value of any property receioedhe sale, exchange or redemption
(except to the extent such amount is attributatkectrued interest not previously included in inepmhich is taxable as ordinary income) and
(2) such United States Holder’s adjusted tax biagise note. A United States Holder’s adjusteditasis in a note generally will equal the cost
of the note to such United States Holder plus theunt, if any, included in income on an adjustiterihe conversion rate of the notes, as
described in “—Adjustments to Conversion Rate” beldhe deductibility of capital losses is subjextimitations.

Adjustments to Conversion Rate

The conversion rate of the notes is subject tostifjant under certain circumstances, as describeéer Ubescription of Notes—
Conversion Rights.” Section 305 of the Code andliteasury Regulations issued thereunder may tneatalders of the notes as having
received a constructive distribution, resultinglimidend treatment (as described below) to thergxdaéthe Company’s current or accumulated
earnings and profits, if, and to the extent thattain adjustments in the conversion rate (or sedther corporate transactions) increase the
proportionate interest of a holder of notes infthlily diluted common stock (particularly an adjustnt to reflect a taxable dividend to holder
common stock), whether or not such holder everaeses its conversion privilege. Moreover, if they@ot a full adjustment to the conversion
rate of the notes to reflect a stock dividend direoevent increasing the proportionate interesheholders of outstanding common stock in the
assets or earnings and profits of the Company, $heh increase in the proportionate interest ohthiders of the common stock may be tre;
as a distribution to such holders, taxable as mléind (as described below) to the extent of the @amg’s current or accumulated earnings and
profits.

Conversion of the Notes Into Common Stock

A United States Holder generally will not recognéey income, gain or loss upon conversion of a imdtecommon stock except wi
respect to cash received in lieu of a fractionakslof common stock. A United States Holder’s tagidin the common stock received on
conversion of a note will be the same as such Udr8tates Holder’s adjusted tax basis in the notkeatime of conversion, reduced by any
basis allocable to a fractional share interest,thacolding period for the common stock receivaaonversion will generally include the
holding period of the note converted. Howeverhe éxtent that any common stock received upon gsioreis considered attributable to
accrued interest not previously included in incdigehe United States Holder, it will be taxableoadinary income. A United States Holder’s
tax basis in shares of common stock considereithatitible to accrued interest generally will eqir@ &amount of such accrued interest included
in income, and the holding period for such shard#ie&gin on the date of conversion.

Cash received in lieu of a fractional share of camrstock upon conversion will be treated as a payrimeexchange for the fractional
share of common stock. Accordingly, the receiptash in lieu of a fractional share of common stgekerally will result in capital gain or lo:
measured by the difference between the cash ret&vehe fractional share and the United Statellétts adjusted tax basis in the fractional
share, and will be taxable as described below ufddiax Consequences of Ownership of the CommonkStegale or Exchange.”
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Tax Consequences of Ownership of the Common Stock

Dividends

Distributions, if any, paid or deemed paid on thenmon stock (or deemed distributions on the nadedeacribed above under “—Tax
Consequences of Ownership of the Notes—Adjustnten@onversion Rate”) generally will be includabtethe income of a United States
Holder as ordinary income to the extent of the Canys current or accumulated earnings and profitdetermined for United States federal
income tax purposes. Dividends paid to United Stitelders that are individuals are currently taaethe rates applicable to long-term capital
gains. Dividends paid to United States Holders #éhatUnited States corporations may qualify fordivédends received deduction. To the
extent, if any, that a United States Holder recedistributions on shares of common stock that dotiherwise constitute dividends for United
States federal income tax purposes but that extteecurrent and accumulated earnings and profitseoCompany, such distributions will be
treated first as a non-taxable return of capitaducing the holder’s basis in the shares of comstack. Any such distributions in excess of the
holder’s basis in the shares of common stock gépevédl be treated as capital gain.

Sale or Exchange

Upon the sale or exchange of common stock, a Udtatks Holder generally will recognize capitaingaii loss equal to the differen
between (1) the amount of cash and the fair marddete of any property received upon the sale ohamnge and (2) such United States Holsler’
adjusted tax basis in the common stock. The dduiligtiof capital losses is subject to limitations.

Foreign Holders
Tax Consequences of Ownership of the Notes

Interest
Payments of interest on a note to a Foreign Holdiénot be subject to United States federal witldlirog tax provided tha

(1) the Foreign Holder does not actually or cortively own 10% or more of the total combined vgtjpower of all classes of
stock of the Company entitled to vote (treating,soch purpose, notes held by a Foreign Holdermamb been converted into common
stock of the Company);

(2) the Foreign Holder is not a controlled foregmporation that is related to the Company throsigick ownership; and

(3) either (A) the Foreign Holder of the note, ungdenalties of perjury, provides the Company oagsnt with its name and addr
and certifies that it is not a United States perso(B) a securities clearing organization, banigther financial institution that holds
customers’ securities in the ordinary course ofrége or business (a “financial institution”) é¢&es to the Company or its agent, under
penalties of perjury, that such a statement has bEzeived from the Foreign Holder by it or anotfieancial institution and furnishes to
the Company or its agent a copy thereof.

For purposes of this summary, we refer to this gxt@m from United States federal withholding taxtlas “Portfolio Interest Exemption.”
The certification described in clause (3) above @miap be provided by a qualified intermediary ohd&of one or more Foreign Holders or
other intermediaries, provided that such intermdias entered into a withholding agreement withlfRS and certain other conditions are
met. The

S-45



Table of Contents

gross amount of payments to a Foreign Holder efrast that does not qualify for the Portfolio letgtrExemption and that is not effectively
connected to a United States trade or businessmbfbreign Holder will be subject to United Steftderal withholding tax at the rate of 30%,
unless a United States income tax treaty appliedintnate or reduce such withholding.

A Foreign Holder generally will be subject to taxthe same manner as a United States Holder vaffeot to payments of interest if such
payments are effectively connected with the condbiettrade or business by the Foreign Holder éUhited States and, if an applicable tax
treaty so provides, such gain is attributable toffice or other fixed place of business maintaiimethe United States by such Foreign Holder.
Such effectively connected income received by &igorHolder that is a corporation may in certaicwinstances be subject to an additional
“branch profits tax” at a 30% rate or, if applicabh lower treaty rate.

Foreign Holders should consult their own tax adwgegarding any applicable income tax treatiesclvimay provide different rules. To
claim the benefit of a tax treaty or to claim exeimp from withholding because the interest incomeffectively connected with a United St:
trade or business, the Foreign Holder must proaigeoperly executed Form W-8BEN or W-8ECI, as agtille, prior to the payment of
interest.

Sale, Exchange or Redemption of a Note

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

(1) the Foreign Holder is an individual who wasgamet in the United States for 183 days or morendutie taxable year, and cert
other conditions are met;

(2) the gain is effectively connected with the cactdof a trade or business of the Foreign Holdeh@aUnited States and, if an
applicable tax treaty so provides, such gain isattable to an office or other fixed place of lmesis maintained in the United States by
such Foreign Holder; or

(3) the Company is or has been a United Stategprepkrty holding corporation (“USRPHC”) at any éirduring the shorter of the
five-year period preceding the date of the dispmsior the Foreign Holder’s holding period (in whicase the gain will be treated as
effectively connected income as described in (®yval unless (i) the notes are considered to tguteely traded” on an “established
securities market” under applicable Treasury Regra and (ii) the Foreign Holder at no time durthg shorter of the five-year period
preceding the date of the disposition or the Faréiglder’s holding period owned (actually or constively) more than 5% of the total
value of the notes.

In the case of (2), such effectively connected inegeceived by a Foreign Holder that is a corponatiay in certain circumstances be subject
to an additional “branch profits tax” at a 30% rateif applicable, a lower treaty rate. Additiolyain the case of (3), it is possible that a
Foreign Holder that initially owns 5% or less oéttotal value of the notes may subsequently beideres] to own more than 5% of the total
value of the notes due to the conversion of natesdommon stock by other holders. Regardless efthér a disposition of any note is taxable
to the seller pursuant to the rules regarding USB®Hkhe withholding requirements of Section 144thefCode generally will not be
applicable to a purchaser of the notes or a fir@maiermediary involved in any such transactiothé notes are considered to be “regularly
traded” on an “established securities market” uraggalicable Treasury Regulations.

Conversion of the Notes Into Common Stock

In general, no United States federal income tawititholding tax will be imposed upon the conversadra note into common stock by a
Foreign Holder except (1) to the extent the comstock is considered attributable to accrued interespreviously included in income, which
may be taxable under the rules set forth in “—Ileg&f (2) with respect to the receipt of cash @ulof fractional shares by Foreign Holders
upon conversion
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of a note, in each case where the conditions destiin (1), (2) or (3) above under “—Sale, ExchaogRedemption of a Note” are satisfied.
Regardless of whether a conversion of any notaxiatiie to the seller pursuant to the rules reggrdi@RPHCs, the withholding requirements
of Section 1445 of the Code generally will not Ipplacable to the Company or a financial intermegliavolved in any such transaction if the
notes are considered to be “regularly traded” ofeatablished trading market” under applicable $teg Regulations.

Tax Consequences of Ownership of Common Stock

Sale or Exchange

A Foreign Holder generally will not be subject toitéd States federal income tax or withholdingaaxhe sale or exchange of comn
stock unless either of the conditions described jror (2) above under “—Sale, Exchange or Redeonpif a Note” are satisfied or the
Company is or has been a USRPHC for United Statéey&l income tax purposes at any time within ttaeter of the five year period
preceding such disposition or such Foreign Holdeolsling period.

The Company believes that, based upon its curmgsinbss plan, it may be or it may become a USRRRIGeneral, the Company will be
treated as a USRPHC if the fair market value obitied States real property interests equals ceeds 50% of the total fair market value of
its United States and non-United States real ptgaerd its other assets used or held in a tradeisiness. If the Company is, or becomes, a
USRPHC, so long as the class of stock disposes refgularly traded on an established securitiekenavithin the meaning of Section 897(c)
(3) of the Code, only a Foreign Holder of such €la$io holds or held directly, indirectly or constiiuely, at any time during the shorter of the
five-year period preceding the date of dispositiothe Foreign Holder’s holding period, more théf &f such class of stock will be subject to
United States federal income tax on the dispostifosuch Foreign Holder's common stock, as appleabhe common stock is currently
regularly traded on an established securities ntalfce purposes of the ownership test describedalmForeign Holder of notes will be
considered as constructively owning the commonksitoio which such notes are convertible. Regardbésghether a disposition of common
stock is taxable to the seller pursuant to thesrtdggiarding USRPHCSs, the withholding requiremeh8extion 1445 of the Code generally will
not be applicable to a purchaser of the commorksioa financial intermediary involved in any sucinsaction.

Dividends

Distributions, if any, paid or deemed paid on tbhenmon stock (or deemed distributions on the nadedeacribed above under “—Tax
Consequences of Ownership of the Notes—Adjustnten@nversion Rate”) to a Foreign Holder, excludiiigdends that are effectively
connected with the conduct of a trade or busines$ise United States by such Foreign Holder, wilsbbject to United States federal
withholding tax at a 30% rate, or lower rate pr@ddinder any applicable income tax treaty. Excefhié extent that an applicable tax treaty
otherwise provides, a Foreign Holder will be subjedax in the same manner as a United Statesdrold dividends paid or deemed paid that
are effectively connected with the conduct of dérar business in the United States by the Fordder. If such Foreign Holder is a foreign
corporation, it may in certain circumstances als@bbject to a United States “branch profits tax’sach effectively connected income at a
30% rate or such lower rate as may be specifieanbgpplicable income tax treaty. Even though stiglttévely connected dividends are
subject to income tax, and may be subject to thadir profits tax, they will not be subject to Uditgtates withholding tax if the Foreign
Holder delivers IRS Form W-8ECI to the payer.

Under current United States Treasury Regulatiowgl@ehds paid to an address in a foreign counteypiesumed to be paid to a resident
of that country, unless the payer has knowledgheaontrary, for purposes of the withholding dissed above, and, under the current
interpretation of United States Treasury Regulajdar purposes of determining the applicabilityadbx treaty rate. A Foreign Holder of
common stock who wishes to claim the benefit o&pplicable treaty rate is required to satisfy aggiile certification requirements. In
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addition, under current United States Treasury Reigms, in the case of common stock held by aigoreartnership, or other fiscally
transparent entity, the certification requiremeotild generally be applied to the partners of thengaship and the partnership would be
required to provide certain information. The TregdRegulations also provide look-through rulestfered partnerships.

Information Reporting And Backup Withholding

Information returns may be filed with the IRS aratkup withholding tax may be collected in connettidth payments of principal,
premium, if any, and interest on a note, dividemd€ommon stock, and payments of the proceedsdfale of a note, or common stock by a
holder. A United States Holder will not be subjecbackup withholding tax if such United States déwlprovides its taxpayer identification
number to the paying agent and complies with aextatrtification procedures or otherwise establisireexemption from backup withholding.
Some holders, including all corporations, are exteingm these rules.

In addition, a Foreign Holder may be subject totehiStates backup withholding tax on these paymetiess such Foreign Holder
complies with certification procedures to estabtisht such Foreign Holder is not a United Statesgre The certification procedures required
by a Foreign Holder to claim the exemption fromhhitlding tax on interest (described above in “—Tmnsequences of Ownership of the
Notes—Interest”) will generally satisfy the certificaticequirements necessary to avoid the backup wihigtax as well.

Backup withholding tax is not an additional taxttia, the United States federal income tax liabiit persons subject to backup
withholding tax will be offset by the amount of tasthheld. If backup withholding tax results in amerpayment of United States federal
income taxes, a refund or credit may be obtainenh fihe IRS, provided the required information isifshed.

The preceding discussion of certain United Stategdieral income tax consequences is for general infoation only and is not tax
advice. Accordingly, holders of the notes should osult their own tax advisors as to particular tax onsequences to them or purchasing,
holding and disposing of the notes and the commonogk, including the applicability and effect of anystate, local or foreign tax laws,
and of any proposed changes in applicable law.
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UNDERWRITING

Citigroup Global Markets Inc. (“Citigroup”) is aotj as sole bookrunning manager of the offering j&uto the terms and conditions
stated in the underwriting agreement dated the afatds prospectus supplement, each underwriteretbbelow has agreed to purchase, ar
have agreed to sell to that underwriter, the ppiacamount of notes set forth opposite the undézwisiname.

Principal Amount

Underwriter of Notes
Citigroup Global Markets Inc $ 195,000,00
Credit Suisse First Boston LL 32,500,00
J.P. Morgan Securities In 32,500,00
Merrill Lynch, Pierce, Fenner & Smith
Incorporatec 32,500,00
Morgan Stanley & Co. Incorporatt 32,500,00
Total $ 325,000,00

The underwriting agreement provides that the olibga of the underwriters to purchase the notelsided in this offering are subject to
approval of legal matters by counsel and to otbediions. The underwriters are obligated to pusehall the notes if they purchase any of the
notes.

The underwriters propose to offer some of the ndtextly to the public at the public offering priset forth on the cover page of this
prospectus supplement and some of the notes terdeslthe public offering price less a concesnimrto exceed 1.80% of the principal
amount of the notes. After the initial offeringtbE notes to the public, the representatives mapgh the public offering price and concessi

We have granted to the underwriters an option,csale for 30 days from the date of this prospestipplement, to purchase up to
$48,750,000 additional principal amount of notethatpublic offering price less the underwritingabunt. The underwriters may exercise the
option solely for the purpose of covering over4aflents, if any, in connection with this offeringo The extent the option is exercised, each
underwriter must purchase a principal amount oftamthl notes approximately proportionate to thatlerwriters initial purchase commitme

We have agreed that, for a period of 90 days (thércase of clause (F) below, 30 days) from tlie dfthis prospectus supplement, we
will not, without the prior written consent of GQjtioup, offer, sell, contract to sell, pledge, drasivise dispose of (or enter into any transaction
which is designed to result in the disposition (thiee by actual disposition or effective economigpaisition due to cash settlement or
otherwise) by us or any affiliate of us or any perfn privity with us or any affiliate of us), dic#y or indirectly, including the filing (or
participation in the filing) of a registration statent with the SEC in respect of, or establismordase a put equivalent position or liquidate or
decrease a call equivalent position within the nreanf Section 16 of the Exchange Act, any shafespital stock or securities convertible
into, or exchangeable for, shares of capital s{other than the notes) or publicly announce amiitte to effect any such transaction except
for: (A) up to 10,000,000 shares of our commonlsindhe aggregate issued in connection with adfipiiss (including by consolidation,
merger or similar transaction and including acquass of shares of any of its subsidiaries helandyority shareholders), provided that more
than 10,000,000 such shares may be issued to thetelxe purchaser or purchasers of such excessssagree to be bound by the provision
this paragraph for any remaining portion of suckd@@ period, (B) common stock issued pursuant yoeanployee benefit plan, stock
ownership or stock option plan or dividend reinwasit plan in effect on the date of this prospestysplement or options granted pursuant to
any such plan in effect on the date of this progmesupplement, provided that such options cane@ercised for any remaining portion of
such 90-day period, (C) maintaining the effectiveanef any
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registration statement in place on the date ofgilispectus supplement or otherwise permitted tiddégbunder this paragraph, (D) common
stock issued in connection with the exercise ofwayrants or convertible securities outstandingh@ndate of this prospectus supplement, (E)
common stock issued to prospective employees inexiion with such employees being hired by us gradrour subsidiaries, (F) common
stock issued in connection with transactions purst@aSection 3(a)(9) of the Securities Act, pr@ddhat the recipient of such shares issued
within 30 days of the date of this prospectus seimgint agree to be bound by the provisions of thiagraph for any remaining portion of such
30-day period and after such 30-day period theadl bl no restrictions on such transactions andti&hotes and the common stock issuable
upon conversion of the notes. In addition, JameS@Qwe and Walter Scott, Jr. have agreed that foeriod of 90 days from the date of this
prospectus supplement, they will not, without thiempwritten consent of Citigroup, offer, sell, doact to sell, pledge or otherwise dispose of,
or file (or participate in the filing of) a regiation statement with the SEC in respect of, ortdista or increase a put equivalent position or
liquidate or decrease a call equivalent positiotihinithe meaning of Section 16 of the Exchangew#ith respect to, any shares of our capital
stock or any securities convertible or exercisalexchangeable for such capital stock, or pubkeigounce an intention to effect any such
transaction, other than (i) shares of common stiigfosed of as bona fide gifts approved by Citigrou(ii) in the case of Walter Scott, Jr.,
shares of common stock issued in connection wittettercise of any warrants owned by him and oulstgron the date of this prospectus
supplement. Citigroup in its sole discretion magase any of the securities subject to these Igpchgreements at any time without notice.

Each underwriter has represented, warranted amddghat:

» it has not offered or sold and, prior to the exmifya period of six months from the closing datél, mot offer or sell any notes
included in this offering to persons in the Unitéidgdom except to persons whose ordinary activitieslve them in acquiring,
holding, managing or disposing of investments ascjpal or agent) for the purposes of their busgss or otherwise in
circumstances which have not resulted and willrastilt in an offer to the public in the United Kdam within the meaning of the
Public Offers of Securities Regulations 19

* it has only communicated and caused to be commigmiand will only communicate or cause to be compatad any invitation o
inducement to engage in investment activity (witthie meaning of section 21 of the Financial Ses/emed Markets Act 2000
(“FSMA™)) received by it in connection with the iss or sale of any notes included in this offeringircumstances in which section
21(1) of the FSMA does not apply to us; ¢

« it has complied and will comply with all applicalpeovisions of the FSMA with respect to anythingiddy it in relation to the notes
included in this offering in, from or otherwise mlving the United Kingdorr

The following table shows the underwriting discauand commissions that we are to pay to the undersin connection with this
offering. These amounts are shown assuming bot#ixarcise and full exercise of the underwritersiapto purchase additional notes.

Paid by Level 3 Communications,
Inc.

No Exercise Full Exercise
Per note $ 30.0¢ $ 30.0¢
Total. $9,750,00! $11,212,50

In connection with the offering, Citigroup, on bétaf the underwriters, may purchase and sell noteke open market. These
transactions may include over-allotment, syndicateering transactions and stabilizing transacti@er-allotment involves syndicate sales of
notes in excess of the principal amount of notdsetpurchased by the underwriters in the offenmigich creates a syndicate short position.
“Covered” short sales are sales of notes made anaunt up to the principal amount representecbynderwriters’ oveallotment option. It
determining the source of notes to close out tiverem syndicate short position, the underwritetsagnsider, among other things, the price of
notes available for purchase in the open markebagpared to the
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price at which they may purchase notes througlotiee-allotment option. Transactions to close oatdbvered syndicate short position involve
either purchases of the notes in the open market thie distribution has been completed or the@sernf the over-allotment option. The
underwriters may also make “naked” short salesotésiin excess of the ovallotment option. The underwriters must close owt maked sho
position by purchasing notes in the open markatakRed short position is more likely to be creafdtie underwriters are concerned that there
may be downward pressure on the price of the niotége open market after pricing that could advgraéfect investors who purchase in the
offering. Stabilizing transactions consist of bidsor purchases of notes in the open market whaeoffering is in progress.

The underwriters also may impose a penalty bidaRgbids permit the underwriters to reclaim aisgliconcession from a syndicate
member when Citigroup, in covering syndicate spoditions or making stabilizing purchases, repuselanotes originally sold by that
syndicate member in order to cover syndicate ghmsitions or make stabilizing purchases.

Any of these activities may have the effect of gmting or retarding a decline in the market pritéhe notes. They may also cause the
price of the notes to be higher than the price ttizrwise would exist in the open market in theesize of these transactions. The underwriters
may conduct these transactions in the over-theteoumarket or otherwise. If the underwriters comoeeany of these transactions, they may
discontinue them at any time.

We estimate that our total expenses for this ofteviill be $1,000,000.

The underwriters have performed investment bankitdjadvisory services for us from time to timevidrich they have received
customary fees and expenses. The underwriters fnaay time to time, engage in transactions with padorm services for us in the ordinary
course of their business.

JPMorgan Chase Bank, an affiliate of J.P. MorgaguBtes Inc., is the Administrative Agent and @ddral Agent, Salomon Smith
Barney Inc., an affiliate of Citigroup Global Matkdnc., is the Syndication Agent, and each arddemunder our senior secured credit facility,
and affiliates of the other underwriters currertg, or have been, lenders under this credit facili

We have agreed to indemnify the underwriters agaiedain liabilities, including liabilities undéne Securities Act, or to contribute to
payments the underwriters may be required to makause of any of those liabilities.
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LEGAL MATTERS

The validity of the notes offered by this prospectupplement will be passed upon for the Comparivitikie Farr & Gallagher, New
York, New York. The underwriters are being représdrin connection with this offering by Cravath, 8me & Moore LLP, New York, New
York.

EXPERTS

The consolidated financial statements of Level &x@wnications, Inc. as of December 31, 2002, anthi®year then ended, have been
incorporated by reference herein and in the accogipg prospectus in reliance upon the audit reppbkPMG LLP, independent public
accountants, incorporated by reference hereinuand the authority of said firm as experts in aedimg and auditing.

The audit report covering the December 31, 2003 alinfated financial statements refers to a chandled method of accounting for
gooduwill effective January 1, 2002, upon adoptibStatement of Financial Accounting Standards Nt2.1

The consolidated financial statements of Level 8@winications, Inc. and its subsidiaries for thergeamded December 31, 2001, and
December 31, 2000, included in the Annual Reporffarm 10K for the year ended December 31, 2002, and incatpd by reference into tr
prospectus supplement, to the extent and for tHegeeindicated in their report, have been auditgdrthur Andersen LLP, independent pul
accountants, and are included herein in relianom tipe authority of said firm as experts in givBaid report. Arthur Andersen LLP has not
consented to the incorporation by reference of ttegiort in this prospectus supplement, and we kiésmensed with the requirement to file
their consent in reliance upon Rule 437a of thauBees Act. Because Arthur Andersen LLP has natsemted to the incorporation by refere
of their report in this prospectus supplement, willinot be able to recover against Arthur Anderséf® under Section 11 of the Securities .
for any untrue statements of a material fact coetin the financial statements audited by Arthndérsen LLP or any omissions to state a
material fact required to be stated herein. SesK'Ractors—You will have no effective remedy agafrshur Andersen LLP in connection
with a material misstatement or omission in angwffinancial statements audited by Arthur AnderseR included or incorporated by
reference in this prospectus supplement and thengganying prospectus.”

WHERE YOU CAN FIND MORE INFORMATION

The Company files annual, quarterly and currenorspand other information with the SEC. You magd@nd copy any materials that
we file with the SEC at the SEC'’s public referencem at 450 Fifth Street, N.W., Washington, D.G.yeell as the SEC'’s regional offices at
500 West Madison Street, Suite 1400, Chicago difirand 233 Broadway, New York, New York. You caquest copies of these documents
by writing to the SEC and paying a fee for the dnpycost. Please call the SEC at 1-800-SEC-033énfie information about the operation of
the public reference rooms. The Company’s SECddiare also available at the SEC'’s Internet Webasitttp://www.sec.gov The
Company’s SEC filings can also be read at NASDA@@pons, 1735 K Street, N.W. Washington, D.C. 00
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PROSPECTUS

Level 3 Communications, Inc.

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

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

In the case of debt securities, these terms williohe, as applicable, the specific designationreggte principal amount, maturity, rate or
formula of interest, premium, terms for redemptithe case of shares of preferred stock, thesgsteiill include, as applicable, the specific
title and stated value, any dividend, liquidatizedemption, conversion, voting and other rightghkcase of depositary shares, these term
include the fractional share of preferred stockespnted by each depositary share. In the cassmahon stock, these terms will include the
aggregate number of shares offered. In the casmwants, these terms will include the securitegsifhich the warrants are exercisable,
duration, offering price, exercise price and desddlity. In the case of stock purchase contrabisse terms will include the holders’ obligation
to purchase common stock or preferred stock fromnasour obligation to make periodic payments &ohblders of the stock purchase
contracts, including whether these payments wikéeured or prefunded. We may issue these stockasg contracts separately or as part of &
unit consisting of a stock purchase contract ard slecurities, preferred securities or debt obiagest of third parties, securing the holders’
obligation to purchase. In the case of subscriptigits, these terms will include the title of th&bscription rights, the securities for which the
subscription rights are exercisable, the extemttiich such subscription rights are transferabletenus, procedures and limitations relating to
the exchange and exercise of the subscriptiongight

We may sell any combination of these securitieznia or more offerings up to a total dollar amour156,375,000.

Our common stock is quoted on the Nasdaqg Natiorsakst under the symbol LVLT. The closing price af common stock on the
Nasdaq National Market was $47.00 per share onagrilY, 2001. None of the other securities areeculy publicly traded

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

See “Risk Factors” on page 2 for a discussion of rttars that you should consider before investing ithese
securities.

Neither the Securities and Exchange Commissiorangrstate securities commission has approved appisved of these securities or
passed upon the adequacy or accuracy of this pragpeny representation to the contrary is a erahoffense.

The date of this prospectus is January 31, 2002.



Table of Contents

Table of Contents

About This ProspecttL
Where You Can Find More Informatic
Risk Factors
The Compan
Ratio of Earnings to Fixed Charges and Preferredk3Dividends
Application of Proceed
Description of Debt Securitie
General terms of debt securit
Certificated securitie
Book-entry debt securitie
Merger
Events of default, notice and waiv
Modification of the indenture
Defeasance and covenant defeas:
Senior debt securitie
Subordination of subordinated securit
Definition of senior indebtedne
Convertible debt securitie
Description of Preferred Stot
Genera
Dividends
Redemptior
Conversion or exchange rigt
Rights upon liquidatiol
Voting rights
Description of Depositary Shar
Genera
Dividends and other distributiol
Withdrawal of stocl
Redemption of depositary shai
Voting the preferred stoc
Exchange of preferred sto
Conversion of preferred stor
Amendment and termination of the deposit agreel
Charges of preferred stock deposit
Resignation and removal of deposit
Miscellaneous
Description of Warrant
Genera
Exercise of warrant

Description of Stock Purchase Contracts and StackHase Unit:

Description of Subscription Righ
Genera
Exercise of subscription righ
Description of Common Stoc
Description of Outstanding Capital Stc
Common stocl
Preferred stoc
Anti-takeover provision
Plan of Distributior
By agents
By underwriters
To dealers
Direct sales
Delayed delivery contrac
General informatiol
Legal Matters
Experts

T
»
<

LOGJ\IU‘IU‘I-&&CAJCAJI\.)I\JI\JI\)I-‘H'



Table of Contents

ABOUT THIS PROSPECTUS

This prospectus is part of two registration stateim¢hat we filed with the SEC utilizing a shel§igtration process. Under this shelf
process, we may, over the next two years, sellcanybination of the securities described in thisspeztus in one or more offerings up to a
dollar amount of $3,156,375,000 or the equivalemamminated in foreign currencies or units of twarmre foreign currencies. This prospectus
provides you with a general description of the séies we may offer. Each time we sell securiti@s,will provide a prospectus supplement
will contain specific information about the ternfstioat offering. The prospectus supplement may atish update or change information
contained in this prospectus. You should read Hothprospectus and any prospectus supplementiegeith additional information describ
under the heading “Where You Can Find More Infoiorat

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, grstatements and other information with the SEQ. 8&C filings are available to the
public over the Internet at the SEC’s web sitetgt:lwww.sec.gov. You may also read and copy amgudghent we file at the SEC'’s public
reference room at 450 Fifth Street, N.W., Washingf®.C. 20549. Please call the SEC at 1-800-SE®@-@&3further information on the public
reference room. Our SEC filings are also availallihe offices of the Nasdaqg National Market, inshagton, D.C.

The SEC allows us to incorporate by referencenf@ination we file with them, which means that ves disclose important information
to you by referring you to those documents. Therimfation incorporated by reference is an imporpent of this prospectus, and information
that we file later with the SEC will automaticallpdate and supersede this information. We incotpdiareference our documents listed

below and any future filings we make with the SE@er Sections 13(a), 13(c), 14, or 15(d) of theuges Exchange Act until we sell all of
the securities.

* Annual report on Forms 10-K and 10-K/A for the fisgear ended December 31, 1999
e Quarterly reports on Form -Q for the quarters ended March 31, 2000, June @) 2nd September 30, 2C

* Current reports on Form 8-K, filed February 4, 200€bruary 7, 2000, February 18, 2000, Februar®@80, February 29, 2000 and
November 13, 2000 and on ForI-K/A filed November 9, 199!

* Registration statements on Forn-A/A filed March 31, 1998 and June 10, 1¢

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

Vice President, Investor Relatio
Level 3 Communications, Inc.
1025 Eldorado Boulevard
Broomfield, Colorado 80021
(720) 888-1000

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



Table of Contents

RISK FACTORS

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

» the risks described in our current report on ForKIAR filed with the SEC on November 9, 1999, whishincorporated by reference
in this prospectus; ar

» any risks that may be described in other filingsmake with the SEC or in the prospectus supplenrefdaing to specific offering
of securities

THE COMPANY

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

Since late 1997, we have substantially increaseethphasis we place on and the resources devoted tmmmunications and
information services business. Since that time axetbecome a facilities-based provider of a breage of integrated communications
services. A facilities-based provider is one thahe or leases a substantial portion of the plawipgrty and equipment necessary to provide its
services. We have expanded substantially the bssiofeour subsidiary, (i) Structure, Inc. (formeklyown as PKS Information Services, Inc.)
and are creating, through a combination of consbugcpurchase and leasing of facilities and otigmets, an advanced, international facilities
based communications network. We designed our nkthased on internet protocol technology in orddeterage the efficiencies of this
technology to provide lower cost communicationvises.

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

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

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED ST OCK DIVIDENDS

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

Nine Months Ended

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

For this ratio, earnings consist of earnings (Id&fpre income taxes, minority interest and disicar@d operations plus fixed charges
excluding capitalized interest but including amzation of capitalized interest. Fixed charges csirddiinterest expensed and capitalized, plus
the portion of rent expense under operating ledsemed by us to be representative of the inteaestrf, plus, prior to September 30, 1995,
preferred stock dividends on preferred stock ofdtener subsidiary, MFS Communications Company, We had deficiencies of earnings to
fixed charges of $997 million for the nine montimsled September 30, 2000, $421 million for the mmmaths ended September 30, 1999, $695
million for 1999, $36 million for 1998 and $32 nidlh for 1995.

APPLICATION OF PROCEEDS

Unless the applicable prospectus supplement stéteswise, the net proceeds from the sale of tfexred securities will be used for
working capital, capital expenditures, acquisitiamsl other general corporate purposes. Until wehes@et proceeds in this manner, we may
temporarily use them to make short-term investmenteduce short-term borrowings.
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DESCRIPTION OF DEBT SECURITIES

This section describes the general terms and poosof the debt securities. The applicable proggesupplement will describe the
specific terms of the debt securities offered tigtothat prospectus supplement as well as any deteemss described in this section that will
not apply to those debt securities.

The debt securities will be our direct unsecuremegal obligations and may include debentures, nbtmsds and/or other evidences of
indebtedness. The debt securities will be eitheiosalebt securities or subordinated debt secarifibe debt securities will be issued under
or more separate indentures between us and Thed@adww York as successor to IBJ Whitehall Bank &§t Company, as trustee. Senior
debt securities will be issued under a senior ihgen and subordinated debt securities will beadsunder a subordinated indenture. Together,
the senior indentures and the subordinated indestane called indentures.

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

General terms of debt securities

The debt securities issued under each indenturebmassued without limit is to aggregate princigadount, in one or more series. Each
indenture provides that there may be more thartruséee under the indenture, each with respeabéocoo more series of debt securities. Any
trustee under either indenture may resign or bevewh with respect to one or more series of dehirgtexs issued under that indenture, and a
successor trustee may be appointed to act witleotsp that series.

If two or more persons are acting as trustee veiipect to different series of debt securities dsuraler the same indenture, each of those
trustees will be a trustee of a trust under thdéiriure separate and apart from the trust admiagtey any other trustee. In that case, except as
otherwise indicated in this prospectus, any adtiescribed in this prospectus to be taken by tredeumay be taken by each of those trustees
only with respect to the one or more series of deburities for which it is trustee.

A prospectus supplement relating to a series of sieturities being offered will include specifiertes relating to the offering and that
series. These terms will contain some or all offttiewing:
» the title of the debt securitie

» any limit on the aggregate principal amount ofdlebt securities;
» the purchase price of the debt securities, expdegsa percentage of the principal amo

» the date or dates on which the principal of and@eynium on the debt securities will be payabléhermethod for determining the
date or dates

« if the debt securities will bear interest, the ietd rate or rates or the method by which theoatates will be determine:

« if the debt securities will bear interest, the daitelates from which any interest will accrue, ithterest payment dates on which any
interest will be payable, the record dates for ¢hioterest payment dates and the basis upon whiietest shall be calculated if other
than that of a 360 day year of twelve-day months

» the place or places where payments on the debtiseswill be made and the debt securities magureendered for registration of
transfer or exchang

» if we will have the option to redeem all or any tomm of the debt securities, the terms and conastiopon which the debt securities
may be redeeme

» the terms and conditions of any sinking fund orotsimilar provisions obligating us or permittingp@lder to require us to redeem
purchase all or any portion of the debt securjiéar to final maturity;
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» the currency or currencies in which the debt séiegrare denominated and payable if other than dblars;

« whether the amount of any payments on the debtitiesumay be determined with reference to an indi@smula or other method a
the manner in which such amounts are to be detedr

* any additions or changes to the events of defaulie respective indenture

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

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

» whether the debt securities will be in registeredearer form and, if in registered form, the demations of the debt securities if
other than $1,000 and multiples of $1,0

» the applicability of the defeasance and covenafetadance provisions of the applicable indenturd;

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

Debt securities may be issued under the indenagesiginal issue discount securities to be offened sold at a substantial discount fr
their stated principal amount. Special U.S. federedme tax, accounting and other consideratioptiGgble to original issue discount
securities will be described in the applicable pextus supplement.

Unless otherwise provided with respect to a seriakebt securities, the debt securities will beiggsonly in registered form, without
coupons, in denominations of $1,000 and multipfe®10000.
Certificated securities

Except as otherwise stated in the applicable paiapesupplement, debt securities will not be issnezkrtificated form. If, however, de
securities are to be issued in certificated formservice charge will be made for any transferxwhange of any of those debt securities. We
may require payment of a sum sufficient to cover t@x or other governmental charge payable in cotiore with the transfer or exchange of
those debt securities.

Book-entry debt securities

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

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

DTC has provided the following information to usTOis a:

» limited-purpose trust company organized under tees Nork Banking Law;

» abanking organization within the meaning of thevNéork Banking Law;

» amember of the U.S. Federal Reserve System;

» aclearing corporation within the meaning of thesN¥ork Uniform Commercial Code; ar

» aclearing agency registered under the provisiésgcion 17A of the Securities Exchange Act.
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DTC holds securities that its direct participangpaisit with DTC. DTC also facilitates the settletn@mong direct participants of securities
transactions, in deposited securities through edeit computerized book-entry changes in the dipacticipant’s accounts. This eliminates the
need for physical movement of securities certiisaDirect participants include securities broleerd dealers, banks, trust companies, clearing
corporations and certain other organizations. D @wned by a number of its direct participants laypthe New York Stock Exchange, Inc.,
the American Stock Exchange, Inc. and the Natiésabciation of Securities Dealers, Inc. Access T3 bookentry system is also availat

to indirect participants such as securities brokeid dealers, banks and trust companies thatttieargh or maintain a custodial relationship
with a direct participant. The rules applicabld6C and its direct and indirect participants arditenwith the SEC.

Principal and interest payments on global secuaritgistered in the name of DTC’s nominee will kedmin immediately available funds
to DTC’s nominee as the registered owner of théallsecurities. We and the trustee will treat DTi@sinee as the owner of the global
securities for all other purposes as well. Accogtlinwe, the trustee and any paying agent will hawirect responsibility or liability to pay
amounts due on the global securities to owner&néficial interests in the global securities. IDIEC’s current practice, upon receipt of any
payment of principal or interest, to credit dirpetticipants’ accounts on the payment date accgrdintheir respective holdings of beneficial
interests in the global securities. These paymaittde the responsibility of the direct and inditgarticipants and not of DTC, the trustee or
us.

Debt securities represented by a global securitybgiexchangeable for debt securities in defierifiorm of like amount and terms in
authorized denominations only if:
« DTC notifies us that it is unwilling or unable tortinue as depositary;

» DTC ceases to be a registered clearing agency andc@ssor depositary is not appointed by us wlfidays; o

* we determine not to require all of the debt sem#ibf a series to be represented by a global isgeund notify the trustee of our
decision.
Merger

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

» we are the continuing corporation; or

* we are not the continuing corporation, the sucaessgoration, expressly assumes all paymentsldgheatlebt securities and t
performance and observance of all the covenantsamditions of the applicable indenture; ¢

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

Events of default, notice and waiver

Senior indenture. The senior indenture provides that the follayére events of default with respect to any seriesnior debt
securities:

» default for 30 days in the payment of any intemestiny debt security of that seri
» default in the payment of the principal of or prami if any, on any debt security of that seriegsataturity;
» default in making a sinking fund payment requireddny debt security of that seri

« default in the performance of any of our other cams in the senior indenture that continues fod®gs after written notice, other
than default in a covenant included in the semidenture solely for the benefit of another seriesemior debt securitie
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» the acceleration of the maturity of more than $26,000 in the aggregate of any of our other inddrites, where that indebtednes
not discharged or that acceleration is not rescirateannulled

» certain events of bankruptcy, insolvency or reoizmtion of us or our property; and

« any other event of default provided with resped fmarticular series of debt securiti

The senior trustee generally may withhold notictheholders of any series of debt securities gfdafault with respect to that series if it
considers the withholding to be in the interesthaise holders. However, the senior trustee mawvitbhold notice of any default in the
payment of the principal of, or premium, if any,ioterest on any debt security of that series dhépayment of any sinking fund installmer
respect of any debt security of that series.

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

Holders of a majority in principal amount of anyise of outstanding senior debt securities mayjestibto some limitations, waive any
past default with respect to that series and tms@guences of the default. The prospectus, supptaelating to any series of senior debt
securities which are original issue discount séesriwill describe the particular provisions ratatito acceleration of a portion of the principal
amount of those original issue discount securitigsn the occurrence and continuation of an evedetdult. Within 120 days after the close of
each fiscal year, we must file with the seniortgesa statement, signed by specified of our officetating whether those officers have
knowledge of any default under the senior indenture

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

Subordinated indenture. The subordinated indenture provides that tHeviing are events of default with respect to aayies of
subordinated debt securities:

» default for 30 days in the payment of any intemestiny debt security of that seri
» default in the payment of the principal of or prami if any, on any debt security of that seriesatnaturity;
» default in making a sinking fund payment requireddny debt security of that serii

* any default in the performance of any of our ottmrenants in the subordinated indenture that coesirior 60 days after written
notice, other than default in a covenant includethe subordinated indenture solely for the beréfétnother series of subordinated
debt securities

» the acceleration of more than $25,000,000, whezeitliebtedness is not discharged or that acciElaristnot rescinded or annulled;
» certain events relating to the bankruptcy, insotyeor reorganization of us or our property;
» any other event of default provided with resped fmarticular series of debt securities.
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The subordinated trustee generally may withholdcedb the holders of any series of subordinatdd decurities of any default with
respect to that series if it considers the withimgido be in the interest of the holders. Howetteg, subordinated trustee may not withhold
notice of any default in the payment of the priatipf or premium, if any or interest on any delituséy of that series or in the payment of any
sinking fund installment in respect of any debtsig of that series.

If an event of default with respect to any seriesubordinated debt securities occurs and is coimg) the subordinated trustee or the
holders of not less than 25% in principal amourthefoutstanding debt securities of that series deayare the principal amount of all of the
debt securities of that series immediately duepaydble. Subject to certain conditions, the holdéis majority in principal amount of
outstanding debt securities of that series mayimdsand annul that acceleration. However, they oray do so if all events of default with
respect to debt securities of that series have beed or waived. Holders of a majority in prindipanount of any series of the outstanding
subordinated debt securities may, subject to somitations, waive any past default with respedtat series and the consequences of the
default. The prospectus supplement relating tosamies of subordinated debt securities which aginal issue discount securities will desci
the particular provisions relating to acceleratidm portion of the principal amount of those anagiissue discount securities upon the
occurrence and continuation of an event of defaithin 120 days after the close of each fiscalrya@ must file with the subordinated trustee
a statement, signed by specified officers of wjreg whether such officers have knowledge of agfadlt under the subordinated indenture.

Except with respect to its duties in case of defalé subordinated trustee is not obligated tacise any of its rights or powers at the
request or direction of any holders of any serfesutstanding subordinated debt securities, urtlezse holders have offered the subordinated
trustee reasonable security or indemnity. Subgethdse indemnification provisions and limitatiarmtained in the subordinated indenture, the
holders of a majority in principal amount of anyise of the outstanding subordinated debt secanitiay direct any proceeding for any remedy
available to the subordinated trustee, or the ésiag-of any of the subordinated trustee’s trustpawers.

Modification of the indentures

Senior indenture  Modifications and amendments of the senior imdee may be made only, subject to some exceptioitis the
consent of the holders of a majority in aggregaitecpal amount of all outstanding debt securitiesler the senior indenture which are affe:
by the modification or amendment. However, the aolaf each affected senior debt security must aartseany modification or amendment of
the senior indenture that:

» changes the stated maturity of the principal otherpremium, if any, or any installment of intéres, that debt security;
» reduces the principal amount of, or the rate orw@amof interest on, or any premium payable on rgutém of, that debt securit

» reduces the amount of principal of an original ésdiscount security that would be due and paygbbts uleclaration of acceleration
of its maturity or would be provable in bankrupt

» adversely affects any right of repayment of thalbobf that debt securit
» changes the place of payment where, or the currenefich, any payment on that debt security isaty;
» impairs the right to institute suit to enforce grayment on or with respect to that debt securit

» reduces the percentage of outstanding debt sexauatiany series necessary to modify or amendehieisindenture or to waive
compliance with some of its provisions or defaaltsl their consequence
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We and the senior trustee may amend the seniontagewithout the consent of the holders of any@eahebt securities in certain limited
circumstances, such as:

» to evidence the succession of another entity @naksthe assumption by the successor of our coveantained in the senior
indenture;

* to secure the securities; a

» to cure any ambiguity, to correct or supplement jaoyision in the senior indenture which may beoimgistent with any other
provision of the senior indentur

Subordinated indenture. Modifications and amendments to the subordahatdenture may be made only, subject to some ¢iorey
with the consent of the holders of a majority igegate principal amount of all outstanding debtisées under the subordinated indenture
which are affected by the modification or amendmelatwever, the holder of each affected subordindedut security must consent to any
modification or amendment of the subordinated indenthat:

» changes the stated maturity of the principal otherpremium, if any, or any installment of intéres, that debt security;
» reduces the principal amount of, or the rate oramof interest on, or any premium payable on rgat@n of, that debt security;

» reduces the amount of principal of an original ésdiscount security that would be due and payabbm uleclaration of accelerati
of its maturity or would be provable in bankrupt

« adversely affects any right of the repayment ofttbkeler of that debt security;
» changes the place of payment where, or the currenefich, any payment on that debt security isaty;
» impairs the right to institute suit to enforce grayment on or with respect to that debt security;

» reduces the percentage of outstanding debt sexauatiany series necessary to modify or amenduberdinated indenture or
waive compliance with some of its provisions oraddfs and their consequences

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

We and the subordinated trustee also may amemsutiwrdinated indenture without the consent of thlddrs of any subordinated
securities in certain limited circumstances, suzh a

» to evidence the succession of another entity @naisthe assumption by the successor of our coverantained in the subordinat
indenture;

* to secure the securities; and

» to cure any ambiguity, to correct or supplement airoyision in the subordinated indenture which rbayinconsistent with any oth
provision of the subordinated indentu
Defeasance and covenant defeasance

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

» to defease and be discharged from, subject to diamtations, all of our obligations with respectttiose debt securities; or

» to be released from our obligations to comply giplecified covenants relating to those debt seesris described in the applica
prospectus supplemel
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To effect that defeasance or covenant defeasarceust irrevocably deposit in trust with the relgviaustee an amount in any
combination of funds or government obligations, ethithrough the payment of principal and interesidécordance with their terms, will
provide money sufficient to make payments on thiedat securities and any mandatory sinking fundnat@ous payments on those debt
securities.

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

» to pay additional amounts, if any, upon the ocaweeof some events;
» to register the transfer or exchange of those setirities

» toreplace some of those debt securities;

» to maintain an office relating to those debt semsj

» to hold moneys for payment in trust will not beattiarged

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

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

» will be subject to U.S. federal income tax on theme amounts, in the same manner and at the sam® disnvould have been the ¢
if the defeasance or covenant defeasance had aotred. In the case of defeasance, the opiniolwigel must be based upon a
ruling of the IRS or a change in applicable U.Slefal income tax law occurring after the date efapplicable indentur:

Government obligations mean generally securitieghvare:

» direct obligations of the U.S. or of the governmehtch issued the foreign currency in which thetdszurities of a particular seri
are payable, in each case, where the issuer hdgeualdts full faith and credit to pay the obligaisy or

» obligations of an agency or instrumentality of thé. or of the government which issued the foreigmency in which the debt
securities of that series are payable, the paywofenhich is unconditionally guaranteed as a fuilifand credit obligation by the U.
or that other governmer

* In any case, the issuer of government obligati@mnot have the option to call or redeem the obbgat In addition, government
obligations include, subject to certain qualificas, a depository receipt issued by a bank or twsipany as custodian with respect
to any government obligation or a specific paynarhterest on or principal of any such governmaritgation held by the custodi
for the account of a depository receipt holc

If we effect covenant defeasance with respect yodatt securities, the amount on deposit with éhevant trustee will be sufficient to
pay amounts due on the debt securities at thedirtieeir stated maturity. However, those debt séesrmay become due and payable prior to
their stated maturity if there is an event of défaith respect to a covenant from which we havebreen released. In that event, the amount on
deposit may not be sufficient to pay all amounts do the debt securities at the time of the acatder.

The applicable prospectus supplement may furtheeridee the provisions, if any, permitting defeagaaccovenant defeasance, incluc
any modifications to the provisions described above
Senior debt securities

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

Subordinated indenturc  Payments on the subordinated securities wiilimrdinated to our senior indebtedness, whethistanding
on the date of the subordinated indenture or iecliafter that date. At September 30, 2000, oureggge senior indebtedness was
approximately $5.218 billion. The applicable praspe supplement for each issuance of subordinateatities will specify the aggregate
amount of our outstanding indebtedness as of tha nreoent practicable date that would rank sewi@nd equally with the offered
subordinated securities.

Ranking. No class of subordinated securities is subaitédith to any other class of subordinated debt dezsurSee “Subordination
provisions” below.

Subordination provisions. If any of certain specified events occur, tédbars of senior indebtedness must receive payofehe full
amount due on the senior indebtedness, or that @atymust be duly provided for, before we may madkgmpents on the subordinated
securities. These events are:

» any distribution of our assets upon our liquidatiGorganization or other similar transaction exdepa distribution in connection
with a merger or other transaction complying with tovenant described above un“Merge’”;

» the occurrence and continuation of a payment defeuany senior indebtedness; or

» adeclaration of the principal of any series ofshbordinated securities, or, in the case of oaigBsue discount securities, the por
of the principal amount specified under their terasdue and payable, that has not been rescimdiearaulled

However, if the event is the acceleration of amjeseof subordinated securities, only the holdéiseaior indebtedness outstanding at the
time of the acceleration of those subordinated ritées, or, in the case of original issue discogeturities, that portion of the principal amount
specified under their terms, must receive paymétiteofull amount due on that senior indebtednessuch payment must be duly provided
for, before we make payments on the subordinatedgrisies.

As a result of the subordination provisions, sormeu general creditors, including holders of seialebtedness, may recover more,
ratably, than the holders of the subordinated siesiin the event of insolvency.
Definition of senior indebtedness

Senior indebtedness means the following indebtexdoesbligations

» the principal of and premium, if any, and unpaigiest on indebtedness for money borrov

» purchase money and similar obligations;
» obligations under capital leases;

e guarantees, assumptions or purchase commitmeatsigeto, or other transactions as a result of tvkwe are responsible for tl
payment of, the indebtedness of oth

* renewals, extensions and refunding of that indefees}

* interest or obligations in respect of the indeb&sdnaccruing after the commencement of any insowenbankruptcy proceeding
and

» obligations associated with derivative products.

However, indebtedness or obligations are not send@btedness if the instrument by which we becobimated for that indebtedness or
those obligations expressly provides that thathtelgness or those obligations are junior in rigtgayment to any other of our indebtedness or
obligations.
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Convertible debt securities

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

Conversion. The holder of unredeemed convertible debt s&esimay, at any time during the period specifiethe applicable
prospectus supplement, convert those convertilile sbxurities into shares of common stock or preéestock. The conversion price or rate
each $1,000 principal amount of convertible debtisées will be specified in the applicable prosues supplement. The holder of a
convertible debt security may convert a portioithef convertible debt security which is $1,000 ppatamount or any multiple of $1,000. In
the case of convertible debt securities calledédemption, conversion rights will expire at these of business on the date fixed for the
redemption. However, in the case of repaymenteabfition of the applicable holder, conversion mghtil terminate upon receipt of written
notice of the holder’s exercise of that option.

In certain events, the conversion price or ratélvdlsubject to adjustment as specified in theiaable indenture. For debt securities
convertible into common stock, those events include
» the issuance of shares of common stock as a didjt

» subdivisions and combinations of common stock;

» the issuance to all holders of common stock oftsigh warrants entitling such holders for a perotlexceeding 45 days to subsci
for or purchase shares of common stock at a pecelpare less than its current per share markes;@nc

» the distribution to all holders of common stock of:

(1) shares of our capital stock, other than commorks
(2) evidences of our indebtedness or assets excludisty dividends or distributions paid from our reg¢girearnings; c
(3) subscription rights or warrants other than tho$erred to above

No adjustment of the conversion price or rate ballrequired in any of these cases unless an adjunstaould require a cumulative
increase or decrease of at least 1% in that pricate. Fractional shares of common stock will m@tissued upon conversion. In place of
fractional shares, we will pay a cash adjustmentets otherwise specified in the applicable progesupplement, convertible debt securities
convertible into common stock surrendered for cosioa between any record date for an interest payeued the related interest payment date
must be accompanied by payment of an amount eglaétinterest payment on the surrendered conledibt security. However, that
payment does not have to accompany convertiblesshirities surrendered for conversion if thosevedible debt securities have been called
for redemption during that period.

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

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

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

General

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

» the designation of the series;

» the number of shares to comprise the se

» the dividend rate or rates payable with respetiiécshares of the serie

» the redemption price or prices, if any, and thenteand conditions of any redemption;

» the voting rights

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

» the terms and conditions upon which the sharesareertible or exchangeable, if they are convestiil exchangeable; al

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

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

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

» the dividend rate or rates or method of calculatbdividends, the dividend periods, the date desl@an which dividends will b
payable and whether such dividends will be cumugatir noncumulative and, if cumulative, the datesnfwhich dividends shall
commence to cumulat

» any redemption or sinking fund provisions;

* any conversion or exchange provisions;

» the procedures for any auction and remarketingnyf, of that series of preferred sto

» whether interests in that series of preferred stwitlike represented by our depositary shares; and

» any additional dividend, liquidation, redemptioimkéng fund and other rights, preferences, privileglimitations and restrictions
that series of preferred stoc

When we issue shares of preferred stock againsh@atyfor the shares, they will be fully paid anchassessable. This means that the full
purchase price for those shares will have beenaaidthe holders of those shares will not be asdemsy additional monies for those shares.
Holders of preferred stock will have no preemptights to subscribe for any additional securitiest tve may issue.
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Because we are a holding company, our rights amdights of holders of our securities, including tiolders of preferred stock, to
participate in the distribution of assets of angsdiary of ours upon its liquidation or recapitalion will be subject to the prior claims of its
creditors and preferred stockholders. We will nr@skructurally subordinated to the extent we areeditor with recognized claims against the
subsidiary or are a holder of preferred stock efghbsidiary.

Dividends

The holders of the preferred stock will be entitledeceive dividends, if declared by our boardioéctors out of our assets that we can
legally use to pay dividends. The prospectus suppie relating to a particular series of prefernedls will describe the dividend rates and
dates on which dividends will be payable. The ratay be fixed or variable or both. If the dividenadie is variable, the applicable prospectus
supplement will describe the formula used for dateing the dividend rate for each dividend peride will pay dividends to the holders of
record as they appear on our stock books on tledetates fixed by our board of directors. The ipple prospectus supplement will specify
whether dividends will be paid in the form of caphgferred stock or common stock.

The applicable prospectus supplement will alscestdtether dividends on any series of preferreckséoe cumulative or noncumulative.
If our board of directors does not declare a din@tlpayable on a dividend payment date on any nonkative series of preferred stock, then
holders of that series will not be entitled to igeea dividend for that dividend period. In thoseegmstances, we will not be obligated to pay
the dividend accrued for that period, whether drdieidends on such preferred stock are declargzhint on any future dividend payment dg

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

» we will declare any dividends pro rata among trefgred stock of each series and any preferred stmking equal to the preferr:
stock as to dividends; in other words, the dividena declare per share on each series of suchrg@ftock will bear the same
relationship to each other that the full accruadddinds per share on each such series of the prdfstock bear to each oth

» other than such pro rata dividends, we will notlalecor pay any dividends or declare or make asfridutions upon any securi
ranking junior to or equal with the preferred st@skto dividends or upon liquidation, except divide or distributions paid for with
securities ranking junior to the preferred stockcagividends and upon liquidation; a

» we will not redeem, purchase or otherwise acquirged aside money for a sinking fund for any se@siranking junior to or equ
with the preferred stock as to dividends or upquoitiation except by conversion into or exchangesfock junior to the preferred
stock as to dividends and upon liquidati

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

Preferred stock may be redeemable, in whole oaity pt our option, and may be subject to mandagdgmption through a sinking fui
or otherwise, as described in the applicable prasgesupplement. Redeemed preferred stock willinecauthorized but unissued shares of
preferred stock that we may issue in the future.
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If a series of preferred stock is subject to mamgatedemption, the applicable prospectus supplémiinspecify the number of shares
that we will redeem each year and the redemptiae pif preferred stock is redeemed, we will pdyaakrued and unpaid dividends on those
shares to, but excluding, the redemption datehédrcaise of any noncumulative series of prefer@eksticcrued and unpaid dividends will not
include any accumulation of dividends for prioridend periods. The applicable prospectus supplemiirdlso specify whether we will pay
the redemption price in cash or other propertyhéfredemption price for preferred stock of anyeseis payable only from the net proceeds of
the issuance of our capital stock, the terms dfpiheferred stock may provide for its automaticvansion upon the occurrence of certain
events. These events include if no capital stoskldeeen issued or if the net proceeds from any igsuare insufficient to pay in full the
aggregate redemption price then due.

If fewer than all of the outstanding shares of aasies of the preferred stock are to be redeemedyaard of directors will determine the
number of shares to be redeemed. We may redeeshéhnes pro rata from the holders of record in prii@oto the number of shares held by
them, with adjustments to avoid redemption of faw@l shares, or by lot in a manner determinedunyboard of directors.

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

« we will not redeem any preferred stock of thatesertinless we simultaneously redeem all outstarstiages of preferred stock of that
series; ant

* we will not purchase or otherwise acquire any prefistock of that serie

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

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

» the redemption date;

» the number of shares and the series of the prefetoek to be redeeme

» the redemption price;

» the place or places where holders can surrendeettificates for the preferred stock for paymeithe redemption price
» that dividends on the shares to be redeemed véieéo accrue on the redemption date; and

» the date when the hold’ conversion rights, if any, will terminat

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

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

» the dividends on the preferred stock called foeregtion will no longer accrus
» such shares will no longer be considered outstanaind

» the holders will no longer have any rights as shottiers except to receive the redemption p
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When the holders of these shares surrender théicags representing these shares, in accordaitbeltve notice, the redemption price
described above will be paid out of the funds wavite. If fewer than all the shares representedryycertificate are redeemed, a new
certificate will be issued representing the unreae@ shares without cost to the holder of thoseeshar

Conversion or exchange rights

The prospectus supplement relating to a seriesedéped stock that is convertible or exchangealillestate the terms on which shares
that series are convertible or exchangeable intancon stock, another series of preferred stock bt siecurities.

Rights upon liquidation

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

» liquidation distributions in the amount statedhie tapplicable prospectus supplement;
» all accrued and unpaid dividends whether or nateshor declared.

We will pay these amounts to the holders of shafesch series of the preferred stock, and all antsoowing on any preferred stock
ranking equally with that series of preferred stasko liquidating distributions, out of our assetsilable for distribution to stockholders.
These payments will be made before any distribuiianade to holders of any securities ranking jutbahe series of preferred stock upon
liquidation.

If we liquidate, dissolve or wind up our business éhe assets available for distribution to thelbrd of the preferred stock of any series
and any other shares of our stock ranking equél tuéit series as to liquidating distributions arsufficient to pay all amounts to which the
holders are entitled, then we will only make prmndistributions to the holders of all shares ragkéqual as to liquidating distributions. This
means that the distributions we pay to these hslaél bear the same relationship to each otherttiefull distributable amounts for which
these holders are respectively entitled upon ligtideh of our business bear to each other.

After we pay the full amount of the liquidation tlibution to which the holders of a series of theferred stock are entitled, those holc
will have no right or claim to any of our remainiagsets.

Voting rights

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

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

* inthe case of a series of preferred stock withuative dividends, all dividends accumulated ort geies of preferred stock for the
past dividend periods and the then current dividegribd have been fully paid or declared and a sufficient for the payment of
these dividends has been set aside for payme

* inthe case of a series of noncumulative prefestedk, four consecutive quarterly dividends on getes of noncumulative preferr
stock have been fully paid or declared and a suficint for the payment of these dividends hasrbeet aside for paymer
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In this case, the entire board of directors willit@eased by two directors.
So long as any shares of preferred stock remastanding, unless we receive the consent of theeh®lof any outstanding series of
preferred stock as specified below, we will not:

» authorize, issue or increase the authorized amafuany capital stock ranking prior to the outstagdseries of preferred stock as
dividends or liquidating distribution

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

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

This consent must be given by the holders of it lieeo-thirds of each series of all outstandinggnred stock described in the preceding
sentence, voting separately as a class. We wilbbawsequired to obtain this consent with respetihiéoactions relating to changes to our rest
certificate of incorporation, however, if we only:

» increase the amount of the authorized preferrezksio any outstanding series of preferred stockmyrof our other capital stock; or
» create and issue another series of preferred stoahy other capital stock; ai

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

This section describes the general terms and poosof shares of preferred stock represented pgsitary shares. The applicable
prospectus supplement will describe the specifit$eof the depositary shares offered through thagpgectus supplement and any general
terms outlined in this section that will not apptythose depositary shares.

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

General

We may issue depositary receipts evidencing thesiggpy shares. Each depositary share will reptesémaction of a share of preferred
stock. Shares of preferred stock of each claser@ssrepresented by depositary shares will besiegbunder a separate deposit agreement
among us, the preferred stock depositary and thet®of the depositary receipts. Subject to theseof the deposit agreement, each owner of
a depositary receipt will be entitled, in propontim the fraction of a share of preferred stockesented by the depositary shares evidenced by
that depositary receipt, to all the rights and @refices of the preferred stock represented by theysesitary shares. Those rights include any
dividend, voting, conversion, redemption and liguidn rights. Immediately following our issuancelatelivery of the preferred stock to the
preferred stock depositary, we will cause the pretestock depositary to issue the depositary pgs@in our behalf.

Dividends and other distributions

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

If there is a distribution other than in cash, pineferred stock depositary will distribute propéttyeceives to the entitled record holder
depositary receipts. However, if the preferred lstbepositary determines that it is not feasiblenttke that distribution, the preferred stock
depositary may, with our approval, sell the proparid distribute the net proceeds from this satbédcholders of depositary shares.

Withdrawal of stock

If a holder of depositary receipts surrenders #gogditary receipts at the corporate trust officthefpreferred stock depositary, the holder
will be entitled to receive the number of sharethefpreferred stock and any money or other prgpegresented by those depositary shares.
However, the holder will not be entitled to receiliese shares and related assets if the relatexithny shares have previously been called for
redemption or converted or exchanged into otheuritézs of our company. Holders of depositary rptewill be entitled to receive whole or
fractional shares of the preferred stock on théshafghe proportion of preferred stock represettg@ach depositary share specified in the
applicable prospectus supplement. Holders of stafrpeeferred stock received in exchange for deposshares will no longer be entitled to
receive depositary shares in exchange for shanesetdrred stock. If the holder delivers depositageipts evidencing a number of depositary
shares that is more than the number of depositemes representing the number of shares of prefstoek to be withdrawn, the preferred
stock depositary will issue the holder a new depogireceipt evidencing this excess number of diggnysshares at the same time.
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Redemption of depositary shares

Whenever we redeem shares of preferred stock lyeldebpreferred stock depositary, the preferredkstiepositary will redeem as of tf
redemption date the number of depositary sharessepting shares of the preferred stock so rededrwudever, we must have paid in full the
redemption price of the preferred stock to be rewskplus any accrued and unpaid dividends on tbieiped stock to the preferred stock
depositary.

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

After the date fixed for redemption, the depositsingres called for redemption will no longer bestartding. When the depositary shares
are no longer outstanding, all rights of the haddafrthe related depositary receipts will ceaseepkthe right to receive money or other
property that the holders of the depositary reseigre entitled to receive upon such redemptioes&tpayments will be made when the
holders surrender their depositary receipts tqtiegerred stock depositary.

Voting the preferred stock

Upon receipt of notice of any meeting at which tioéders of the preferred stock are entitled to vtite preferred stock depositary v
mail information about the meeting contained inrléce to the record holders of the depositaryesheepresenting such preferred stock. Each
record holder of depositary shares on the recotel\ddl be entitled to instruct the preferred statdpositary as to how the preferred stock
underlying the holder’s depositary shares will béed. The record date for the depositary sharddwithe same as the record date for the
preferred stock.

The preferred stock depositary will vote the amafrgreferred stock represented by the depositaayes according to these instructions.
We will agree to take all reasonable action deenmezssary by the preferred stock depositary inrdodenable the preferred stock depositary
to vote the preferred stock in that manner. Théepred stock depositary will not vote shares ofgmed stock for which it does not receive
specific instructions from the holders of depositsinares representing that preferred stock. Thiemeel stock depositary will not be
responsible for any failure to carry out any votingtruction, or for the manner or effect of anyej@s long as its action or inaction is in good
faith and does not result from its negligence difwimisconduct.

Exchange of preferred stock

Whenever we exchange all of the shares of prefestiaak held by the preferred stock depositary flstdecurities or common stock,
preferred stock depositary will exchange as of €xahange date all depositary shares representiofjthe shares of the preferred stock
exchanged for debt securities or common stock. ewave must have issued and deposited with therpeel stock depositary debt securities
or common stock for all of the shares of the prefééstock to be exchanged.

The exchange rate per depositary share will beleéqube exchange rate per share of preferred staokiplied by the fraction of a share
of preferred stock represented by one depositagesiplus all money and other property, if anyrespnted by such depositary shares,
including all accrued and unpaid dividends on teras of preferred stock.

Conversion of preferred stock

The depositary shares, as such, are not conveatitdgchangeable into common stock or any of ouerosecurities or property.

Nevertheless, the prospectus supplement relatiag tffering of depositary shares
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provide that the holders of depositary receipts swyender their depositary receipts to the prefestock depositary with written instructions
to the preferred stock depositary to instruct usatese the conversion or exchange of the prefstosk represented by these depositary shares
We have agreed that upon receipt of these instnetind any related amounts payable we will cawsegjuested conversion or exchange. If
the depositary shares are to be converted or egeldain part only, a new depositary receipt or r@sewvill be issued for any depositary shares
not to be converted or exchanged.

Amendment and termination of the deposit agreement

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

We may terminate the deposit agreement upon nethes 60 days’ notice if holders of a majorityttod depository shares then
outstanding consent. If we terminate the deposiéement, the preferred stock depositary will delmemake available to each holder of
depositary receipts that surrenders the deposisipts it holds, the number of whole or fracticstaares of preferred stock represented by the
depositary shares evidenced by these depositagjptec

In addition, the deposit agreement will automatyctdrminate if:
» all outstanding depositary shares are redeemededmal or exchanged;

» there is afinal distribution in respect of theatet preferred stock in connection with any ligtimaof our business and the
distribution has been distributed to the holderthefrelated depositary receig

Charges of preferred stock depositary

We will pay all transfer and other taxes and gomental charges arising solely from the existendd@fdeposit agreement. In addition,
we will pay the fees and expenses of the prefesteck depositary in connection with the performaoicitss duties under the deposit agreem
Holders of depositary receipts will pay transfed ather taxes and governmental charges and any diheges that are stated to be their
responsibility in the deposit agreement.

Resignation and removal of depositary

The preferred stock depositary may resign at ang thy delivering notice to us. We also may remtneeptreferred stock depositary at
time. Resignations or removals will take effect mploe appointment of a successor preferred stogkdiary. This successor must be appoi
within 60 days after delivery of the notice of ggsation or removal and must be a bank or trust @maving its principal office in the Unit
States and having a combined capital and surplasleast $50,000,000.

Miscellaneous
The preferred stock depositary will forward to hevisl of depositary receipts any reports and commatioits that we send to the prefer
stock depositary with respect to the related preéestock.

Neither we nor the preferred stock depositary kallliable if it is prevented or delayed, by lawaol circumstances beyond its control in
performing its obligations under the deposit agreetmOur obligations and the preferred stock depnss obligations under the deposit
agreement will be limited to performance in gooithfand without negligence or willful misconducttbe duties described in the deposit
agreement. Neither we nor the preferred stock digpwill be obligated to prosecute or defend &gal proceeding relating to any
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depositary receipts, depositary shares or shanpgetdrred stock unless satisfactory indemnityimished. We and the preferred stock
depositary may rely on written advice of counsehcrountants, or information provided by persors@nting shares of preferred stock for
deposit, holders of depositary receipts or othesqes believed to be competent and authorizedgartformation and on documents believed
to be genuine.

If the preferred stock depositary receives corifipclaims, requests or instructions from any hdd# depositary receipts, on the one
hand, and us, on the other hand, the preferred sieositary will be entitled to act on the claimegjuests or instructions received from us.

DESCRIPTION OF WARRANTS

General

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

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

» the title of the warrant:

» the designation, amount and terms of the secuftieshich the warrants are exercisable and theguores and conditions relating
the exercise of such warran

» the designation and terms of the other securifi@syy, with which the warrants are to be issued @re number of warrants issued
with such security

» the price or prices at which the warrants will ssuied
» the aggregate number of warrants;

» any provisions for adjustment of the number or ant@fi securities receivable upon exercise of theravds or the exercise price
the warrants

» the price or prices at which the securities purahBsupon exercise of the warrants may be purchased

» if applicable, the date on and after which the waats and the securities purchasable upon exerttbe avarrants will be separate
transferable

» if applicable, a discussion of the material Unigtdtes federal income tax considerations applidabilee exercise of the warrants;
« any other terms of the warrants, including termmecedures and limitations relating to the exchaemyg exercise of the warran

» the date on which the right to exercise the wasranli commence, and the date on which the righitexipire;

* the maximum or minimum number of warrants which rbayexercised at any time; and

» information with respect to bo-entry procedures, if an
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Exercise of warrants

Each warrant will entitle the holder thereof to ghase for cash the amount of debt securities, studngreferred stock, shares of «
common stock or depositary shares at the exercise @s will in each case be set forth in, or bieheinable as set forth in, the applicable
prospectus supplement. Warrants may be exercisauyatme up to the close of business on the etipiralate set forth in the applicable
prospectus supplement. After the close of businagbe expiration date, unexercised warrants veidldme void.

Warrants may be exercised as set forth in the egipl prospectus supplement relating to those wrblpon receipt of payment and
warrant certificate properly completed and dulyaied at the corporate trust office of the waregent or any other office indicated in the
applicable prospectus supplement, we will, as smopracticable, forward the purchased securitidss$ than all of the warrants represente
the warrant certificate are exercised, a new wawartificate will be issued for the remaining waants.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, includimgracts obligating holders to purchase from us, @bljating us to sell to the holders,
a specified number of shares of our common stackuopreferred stock at a future date or dates. drice per share of common stock or
preferred stock may be fixed at the time the smmaichase contracts are issued or may be deterrhinadspecific reference to a formula set
forth in the stock purchase contracts. The stockhmse contracts may be issued separately or tsfpock purchase units consisting of (1) a
stock purchase contract and (2) debt securitiefeped securities or debt obligations of thirdtiest including U.S. Treasury securities,
securing the holders’ obligations to purchase @mmon stock or the preferred stock under the spockhase contracts. The stock purchase
contracts may require us to make periodic paymertise holders of the stock purchase units or varsa, and such payments may be
unsecured or prefunded on some basis. The stockg@se contracts may require holders to securedhbégations thereunder in a specified
manner. The applicable prospectus supplement editdbe the terms of any stock purchase contracok purchase units.

Unless otherwise specified in the applicable progpesupplement, the securities related to thekgtaochase contracts will be pledgec
a collateral agent, for our benefit, under a pleggeeement. The pledged securities will secureltigations of holders of stock purchase
contracts to purchase shares of our common stookirgpreferred stock under the related stock pweltantracts. The rights of holders of
stock purchase contracts to the related pledgadites will be subject to our security interesthmse pledged securities. That security interest
will be created by the pledge agreement. No hadfistock purchase contracts will be permitted tthdiiaw the pledged securities related to
such stock purchase contracts from the pledge geraant except upon the termination or early se#terof the related stock purchase
contracts. Subject to that security interest amrdéims of the purchase contract agreement anuletige agreement, each holder of a stock
purchase contract will retain full beneficial owsleip of the related pledged securities.

Except as described in the applicable prospectosiement, the collateral agent will, upon receifpdistributions on the pledged
securities, distribute those payments to us orrah@se contract agent, as provided in the pledogeawgent. The purchase contract agent will in
turn distribute payments it receives as providethéenstock purchase contract.
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DESCRIPTION OF SUBSCRIPTION RIGHTS
General

We may issue subscription rights to purchase obt slecurities, our common stock, our preferredistdepositary shares of warrants to
purchase debt securities, common stock, prefetoa ®r depositary shares. We may issue subsanipigits independently or together with
any other offered security. The subscription rightsy or may not be transferable by the recipierthefsubscription rights. In connection with
any subscription rights offering to our stockhokjere may enter into a standby underwriting arraregg with one or more underwriters
providing for the underwriter(s) to purchase anfedd securities remaining unsubscribed for aftersubscription rights offering. In
connection with a subscription rights offering tar stockholders, certificates evidencing the supson rights and a prospectus supplement
will be distributed to our stockholders on the mecdate for receiving subscription rights in théseription rights offering set by use.

The applicable prospectus supplement will desahibdollowing terms of subscription rights in respef which this prospectus is being
delivered:
» the title of the subscription rights;

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

» the number of subscription rights issued to easbkstolder;
» the extent to which the subscription rights aradfarable;

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

« any other terms of the subscription rights, inahgdierms, procedures and limitations relating toghchange and exercise of
subscription rights

» the date on which the right to exercise the supson rights will commence, and the date on whteh tight will expire;
» the extent to which the subscription rights inclatleove-subscription privilege with respect to unsubscribedurities; an

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

Exercise of subscription rights

Each subscription right will entitle the holdersafbscription rights to purchase for cash the ppacamount of debt securities, shares of
our preferred stock, depositary shares, our comstaek, warrants or any combination of those sdegrit the exercise price as will be set
forth in, or be determinable as set forth in, thpl@able prospectus supplement. Subscription sighty be exercised at any time up to the «
of business on the expiration date for such suptsoni rights set forth in the applicable prospecugplement. After the close of business on
the expiration date, all unexercised subscriptights will become void.

Subscription rights may be exercised as set forthe applicable prospectus supplement. Upon reoéjpayment and the subscription
rights certificate properly completed and duly axed at the corporate trust office of the subsimiptights agent or any other office indicated
in the prospectus supplement, we will, as soorrastipable, forward the securities purchasable tqmh exercise. In the event that not all of
the subscription rights issued in any offering exercised, we may determine to offer any unsubsdriifered securities directly to persons
other than stockholders, to or through agents, mwriters or dealers or through a combination ofrsoethods, including pursuant to standby
underwriting arrangements, as set forth in theiagple prospectus supplement.
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DESCRIPTION OF COMMON STOCK

We may issue, either separately or together witlerogecurities, shares of our common stock. Underestated certificate of
incorporation, we are authorized to issue up t00,&00,000 shares of our common stock. A prospettpplement relating to an offering of
common stock, or other securities convertible amhaxgeable for, or exercisable into, common stailkdescribe the relevant terms, includi
the number of shares offered, any initial offerprice, and market price and dividend informatianweell as, if applicable, information on ott
related securities. See “Description of Outstandiagital Stock” below.

DESCRIPTION OF OUTSTANDING CAPITAL STOCK

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

As of January 12, 2001, our authorized capitallstoas 1,518,500,000 shares. Those shares consisted
e 1,500,000,000 shares of common stock, par valuke [$0 share

e 10,000,000 shares of preferred stock, par valuk |$e0 share; and
e 8,500,000 shares of Class R convertible commorkst@r value $.01 per share.

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

Common stock

Subject to the senior rights of preferred stockohiray from time to time be outstanding, holdersafimon stock are entitled to rece
dividends declared by the board of directors outinfis legally available for their payment. Uposatilution and liquidation of our business,
holders of common stock are entitled to a ratabéees of our net assets remaining after paymertetdolders of the preferred stock of the full
preferential amounts they are entitled to. All tansling shares of common stock are fully paid amthissessable.

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

The transfer agent and registrar for the commocksoWells Fargo Bank Minnesota, N. A.

Preferred stock

The preferred stock has priority over the commaglsivith respect to dividends and to other distiins, including the distribution ¢
assets upon liquidation. The board of directoeuithorized to fix and determine the terms, lim@as and relative rights and preferences of the
preferred stock, to establish series of prefertedksand to fix and determine the variations asragmeries. The board of directors without
stockholder approval could issue preferred stod¢k woting and conversion rights which could advirséfect the voting power of the holders
of common stock. The board of directors has desigh®00,000 shares of Series A junior participairgferred stock. Series A junior
participating preferred stock will be issued intardonsisting of one one-thousandth of a shareené$ A junior participating preferred stock.
Series A junior participating
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preferred stock is on a parity with the common lstwith respect to dividends and to other distribng, including the distribution of assets on
liquidation. Quarterly dividends per unit equal #traount of the quarterly dividend paid per shareashmon stock, when, as and if declared by
the board of directors. The holders of units argled to one vote per unit, voting together witke ttommon stock on all matters submitted to
the stockholders. As of the date of this prospedhese are no outstanding shares of preferred stoc

Anti-takeover provisions

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

» aclassified board of directors;
» aprohibition on our stockholders taking actiorvmtten consent

» the requirement that special meetings of stockslte called only by the board of directors ordhairman of the board; and

* the requirement of the affirmative vote of at |e882/ 3% of our outstanding shares of stock entitleddi® thereon to adopt, repeal,
alter, amend or rescind our-laws.

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

PLAN OF DISTRIBUTION
We may sell the offered securities as follows:
» through agents;
» through underwriters
» to dealers; or
» directly to one or more purchase
By agents

Offered securities may be sold through agents dagégl by us. Unless otherwise indicated in a prdsgesupplement, the agents will 1
their best efforts to solicit purchases for theiqubof their appointment.

By underwriters

If underwriters are used in the sale, the offeeszligties will be acquired by the underwritersttogir own account. The underwriters may
resell the securities in one or more transactimiding negotiated transactions, at a fixed prubffering price or at varying prices determir
at the time of sale. The obligations of the undéess to purchase the securities will be subjedaidain conditions. The underwriters will be
obligated to purchase all the securities of theeseasffered if any of the securities are purchasgey. initial public offering price and any
discounts or concessions allowed or re-allowedaidt to dealers may be changed from time to time.
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To dealers

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

Direct sales

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

Delayed delivery contracts

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

» that the institutio’s purchase of the securities at the time of delieéithe securities is not prohibited under the tfvany jurisdictio
to which the institution is subject; al

« that we shall have sold to the underwriters thal fmtincipal amount of the offered securities, s principal amount covered by the
delayed delivery contract
General information

Underwriters, dealers, agents and direct purchdlatparticipate in the distribution of the offérgecurities may be underwriters as
defined in the Securities Act and any discountsasnmissions they receive from us and any profit@resale of the offered securities by tl
may be treated as underwriting discounts and cosiams under the Securities Act. Any underwriteesaldrs or agents will be identified and
their compensation described in a prospectus sogie

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

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

The place, time of delivery and other terms ofghke of the offered securities will be describethim prospectus supplement.
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LEGAL MATTERS

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

EXPERTS

The consolidated financial statements of Level 8\@winications, Inc. as of December 31, 1999 and mDbee 31, 1998 and for the years
then ended, incorporated by reference in this tedisn statement have been audited by Arthur Aselet LP, independent public accountants,
as indicated in their report with respect therata] have been incorporated herein in reliance tip@authority of said firm as experts in giving
said report.

The consolidated statements of operations, caslsfémd changes in stockholders’ equity of LevelbBn@unications, Inc. for the year
ended December 27, 1997, as well as the consdiidaiance sheets of RCN Corporation and Subsidiaseof December 31, 1999 and 1998
and the related statements of operations, caslsflommprehensive income, and changes in stockisdleguity, for each of the three years in
the period ended December 31, 1999, incorporateaéfieyence in this registration statement, have lieeorporated herein in reliance on the
reports of PricewaterhouseCoopers LLP, indeperaigaduntants, given on the authority of that firneagerts in accounting and auditing.
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