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FORM 10-Q

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 2000

or

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

Commission file number 0-15658

LEVEL 3 COMMUNICATIONS, INC.

(Exact name of registrant as specified in its @rart

Delaware 47-0210602
(State of Incorporation) (I.LR.S. Employer
Identification No.)
1025 Eldorado Blvd., Broomfield, CO 80021
(Address of principal executive offices) (Zip Code)

(720) 888-1000
(Registrant's telephone nu mber,
including area code)

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

The number of shares outstanding of each clagsedssuer's common stock, as of August 1, 2000:

Common Stock 366,594,706 sha



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Page
Part | - Financial Information
Item 1. Financial Statements:

Consolidated Condensed Statements of Operationsolidated Condensed Balance Sheets Consolidatede@Gsed Statements of Cash
Flows Consolidated Statement of Changes in Stodins!| Equity Consolidated Statements of Comprekierisiss Notes to Consolidated
Condensed Financial Statements

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Part Il - Other Information

Item 4. Submission of Matters to a Vote of Securityolders

Item 6. Exhibits and Reports on Form 8-K

Signatures

Index to Exhibits



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

(unaudited)
Three Months Ended Six Mon ths Ended
June 30, Jun e 30,
(dollars in millions, except share data) 2000 1999 2000 1999
Revenue $ 234 $ 106 $ 411 $ 208
Costs and Expenses:
Cost of revenue 154 81 284 143
Depreciation and amortization 139 51 227 92
Selling, general and administrative expenses 249 157 485 282
Total costs and expenses 542 289 996 517
Loss from Operations (308) (183) (585) (309)
Other Income (Expense):
Interest income 104 57 168 107
Interest expense, net (81) (45) (131) (98)
Equity in losses of unconsolidated subsidiaries, net (61) (24) (116) (49)
Gain on equity investee stock transactions 57 111 95 111
Other, net 3) 17 3) 19
Total other income 16 116 13 90
Loss Before Income Taxes (292) (67) (572) (219)
Income Tax Benefit 11 23 20 70
Net Loss $ (281) $ (44) $ (552) $ (149)
Net Loss Per Share (Basic and Diluted) $(0.77) $ (0.13) $(1.54) $ (0.45)
Total Number of Weighted Average Shares
Outstanding Used to Compute Basic and
Diluted Loss Per Share (in thousands) 365,916 339,266 358,008 327,840

See accompanying notes to consolidated condensaucial statement



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

(dollars in millions, except share data)

Assets

Current Assets
Cash and cash equivalents
Marketable securities
Restricted securities
Accounts receivable, less allowances of $15 and
Income taxes receivable
Other

Total Current Assets
Property, Plant and Equipment, net
Investments

Other Assets, net

Consolidated Condensed Balance Sheets

(unaudited)

June 30, D
2000

$9, respectively 246

See accompanying notes to consolidated condensaucial statement

ecember 31,
1999



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

(unaudited)
June 30, D ecember 31,
(dollars in millions, except share data) 2000 1999
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable $ 1,175 $ 830
Current portion of long-term debt 6 6
Accrued payroll and employee benefits 78 43
Accrued interest 134 a7
Deferred revenue 325 111
Other 118 88
Total Current Liabilities 1,836 1,125
Long-Term Debt, less current portion 7,170 3,989
Deferred Income Taxes 63 68
Accrued Reclamation Costs 99 99
Other Liabilities 206 218
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $.01 par value, authorized 10,0 00,000 shares;
no shares outstanding in 2000 and 1999 - -
Common Stock:
Common Stock, $.01 par value, authorized 1,500 ,000,000 shares;
366,357,168 shares outstanding in 2000 and
341,396,727 outstanding in 1999 4 3
Class R, $.01 par value, authorized 8,500,000 shares;
no shares outstanding in 2000 and 1999 - -
Additional paid-in capital 5,014 2,501
Accumulated other comprehensive loss (55) (5)
Retained earnings 354 906
Total Stockholders' Equity 5,317 3,405
$ 14,691 $ 8,904

See accompanying notes to consolidated condensaucfal statement



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

(unaudited)
Six Mont hs Ended
Jun e 30,
(dollars in millions) 2000 1999
Cash Flows from Continuing Operations:
Net cash provided by operating activities $ 467 $ 159
Cash Flows from Investing Activities:
Proceeds from sales and maturities of marketable securities 3,413 2,769
Purchases of marketable securities (5,888) (3,275)
Investments 2) 3)
Proceeds from sale of property, plant and equipm ent and other assets 10 11
Capital expenditures (3,038) (1,215)
Other ) 1
Net cash used in investing activities (5,514) (1,712)
Cash Flows from Financing Activities:
Payments on long-term debt including current por tion 3) 4)
Long-term debt borrowings, net 3,088 1
Issuances of common stock, net 2,407 1,496
Proceeds from exercise of stock options 12 13
Net cash provided by financing activities 5,504 1,506
Effect of Exchange Rate Changes on Cash and Cash Eq uivalents (29) -
Net Change in Cash and Cash Equivalents 438 47
Cash and Cash Equivalents at Beginning of Year 1,214 842
Cash and Cash Equivalents at End of Period $1,652 $ 795

See accompanying notes to consolidated condensed fi nancial statements.



Consolidated Statement of Changes in Stockhol&epsty For the six months ended June 30, 2000

Common
(dollars in millions) Stock
Balance at
December 31, 1999 $
Common Stock:
Issuances, net 1

Stock options exercised
Stock option grants
Shareworks plan

Net Loss

Other Comprehensive Loss

Balance at June 30, 2000 $

See accompanying notes to consolidated condensed fi

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

(unaudited)

Accumulated
Additional Other

Paid-in  Comprehensive  Retained

Capital Loss Earnings

$2501 $ (5) $ 906

$5,014 $ (55) $ 354

nancial statements.



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Loss

(dollars in millions)

Net Loss

Other Comprehensive Loss, before tax:
Foreign currency translation adjustments

Unrealized holding gain (loss) arising during
the period

Reclassification adjustment for (gains) losses
included in net loss
Other Comprehensive Loss, before tax
Income Tax Benefit Related to Items of
Other Comprehensive Loss
Other Comprehensive Loss, net of tax

Comprehensive Loss

See accompanying notes to consolidated condensed fi

(unaudited)

Three Months Ended Six Mon

June 30, Jun

2000 1999 2000

$ (281) $ (44) $ (552)

(28) ® @0

- 1 (©)

- (14) -

(28) (19)  (50)

(28) (12)  (50)

$ (309) $ (56) $ (602)

nancial statements.

ths Ended
e 30,

$ (149)

®)



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
1. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated condensed financial statemenlsdadhe accounts of Level 3 Communications, Ind subsidiaries (the "Company" or
"Level 3") in which it has control, which are engdgn enterprises primarily related to communiaaiand information services, and coal
mining. Fifty-percent-owned mining joint venture® &onsolidated on a pro rata basis. Investmerdthier companies in which the Company
exercises significant influence over operating finaincial policies are accounted for by the equigthod. All significant intercompany
accounts and transactions have been eliminated.

The consolidated condensed balance sheet of Le@eh8nunications, Inc. and subsidiaries at DecerBbef 999 has been condensed from
the Company's audited balance sheet as of thatAlatether financial statements contained heresmwnaudited and, in the opinion of
management, contain all adjustments (consisting ohhormal recurring accruals) necessary for agegsentation of financial position,
results of operations and cash flows for the perjm@sented. The Company's accounting policiesantdin other disclosures are set forth in
the notes to the consolidated financial statememtgained in the Company's Annual Report on Forak 1for the year ended December 31,
1999 as amended by the Company's Annual Reporbon EO-K/A-1. These financial statements shoulddael in conjunction with the
Company's audited consolidated financial statememdsnotes thereto. The preparation of the corassliicondensed financial statements in
conformity with generally accepted accounting pipies requires management to make estimates anchpsisns that affect the reported
amount of assets and liabilities, disclosure oftiogent assets and liabilities and the reporteduarhof revenue and expenses during the
reported period. Actual results could differ frohese estimates.

The Company has embarked on a plan to becomelii¢aebased provider (that is, a provider that ewan leases a substantial portion of the
property, plant and equipment necessary to pratsdgervices) of a broad range of integrated comaations services in the United States,
Europe and Asia. To reach this goal, the Compaexpgnding substantially the business of its (&trre, Inc. (formerly PKS Information
Services, Inc.) subsidiary and creating, througbrabination of construction, purchase and leasfrfgailities and other assets, an advanced
international, end-to-end, facilities-based comroations network (the "Business Plan"). The Comparuilding the network based on
Internet Protocol technology in order to leverdge ¢fficiencies of this technology to provide lowest communications services.

The Company expects taxable losses for fiscal 20@Xceed available taxable income in the carrylpeeiod. For fiscal 2000, Level 3 will
recognize a portion of the expected annual beimeéiich period equal to the ratio of pre-tax lasslie period divided by the total estimated
annual loss for the year.

The results of operations for the six months enliew 30, 2000 are not necessarily indicative ofélsalts expected for the full year.

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



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
2. Loss Per Share

Basic loss per share amounts have been computegl the weighted average number of shares duriny perdod. The Company had a net
loss for the three and six month periods ended 30n2000 and 1999. Therefore, the dilutive impmddhe approximate 19 million shares
attributable to the convertible subordinated nigssed in September 1999, and February 2000 (Notn€l the approximate 21 million
options and warrants outstanding at June 30, 268@&pproximate 22 million options and warrants t@uiging at June 30, 1999 have not k
included in the computation of diluted loss perrstzecause the resulting computation would hava bag-dilutive.

3. Property, Plant and Equipment, net
Construction in Progress

The Company is currently constructing its commuiiidces network. Costs associated directly with theampleted network and interest
expense incurred during construction are capitdlizEsed on the weighted average accumulated cotistrexpenditures and the interest
rates related to borrowings associated with thetroation (Note 6). Certain intercity segmentsegaty facilities, local networks and
operating equipment have been placed in services@ hssets are being depreciated over their usefsi primarily ranging from 3-25 years.

The Company is currently developing business supystems required for its Business Plan. The patefirect costs of software, materials
and services, payroll and payroll related expefaresmployees directly associated with such prsjecid interest costs incurred when
developing the business support systems are dapdalUpon completion of the projects, the totadtaaf the business support systems are
amortized over their useful lives of 3 years.

For the six months ended June 30, 2000 the Comipaagted $3,031 million in its communications bess, including $1,302 million on the
U.S. intercity network, $334 million on the Pan &pean intercity network, $75 million on transoceametworks, $709 million on U.S.
gateway facilities and local networks, and $218iamlon European gateway facilities and local neksc



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement

Capitalized business support systems and netwarktieaction costs that have not been placed in aehave been classified as construction-
in-progress within Property, Plant and Equipmerbive

Accumulated Book
(dollars in millions) Co st Depreciation Value
June 30, 2000
Land and Mineral Properties $ 77 $ (12) $ 65
Facility and Leasehold Improvements:
Communications 548 (22) 526
Information Services 25 4) 21
Coal Mining 73 (65) 8
CPTC 92 (10) 82
Operating Equipment:
Communications 1, 145 (239) 906
Information Services 49 (33) 16
Coal Mining 113 (98) 15
CPTC 17 (8) 9
Network Construction Equipment 232 (19) 213
Furniture and Office Equipment 196 (87) 109
Other 138 (39) 99
Construction-in-Progress 4, 973 - 4,973
$7, 678 $ (636) $7,042
December 31, 1999
Land and Mineral Properties $ 60 $ (15) $ 45
Facility and Leasehold Improvements:
Communications 400 (14) 386
Information Services 26 3) 23
Coal Mining 73 (64) 9
CPTC 92 9) 83
Operating Equipment:
Communications 686 (83) 603
Information Services 54 (37) 17
Coal Mining 115 (103) 12
CPTC 17 (@) 10
Network Construction Equipment 98 (10) 88
Furniture and Office Equipment 150 (66) 84
Other 155 (28) 127
Construction-in-Progress 2, 800 - 2,800

$ 4, 726 $ (439) $ 4,287




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
4. Investments

The Company holds significant equity positionsvio fpublicly traded companies; RCN Corporation ("RTahd Commonwealth Telephone
Enterprises, Inc. ("Commonwealth Telephone"). REM facilities-based provider of bundled local fomd) distance phone, cable television
and Internet services to residential markets piilsnan the East and West coasts as well as Chicago.

Commonwealth Telephone holds Commonwealth Telepamepany, an incumbent local exchange carrier ¢ipgran various rural
Pennsylvania markets, and CTSI, Inc., a competitieal exchange carrier which commenced operaiind997.

On June 30, 2000 Level 3 owned approximately 31848% of the outstanding shares of RCN and Commahiw&elephone, respectively,
and accounts for each entity using the equity meetiibe market value of the Company's investme®R@N and Commonwealth Telephone
was $676 million and $502 million, respectively, ime 30, 2000.

The Company recognizes gains from the sale, isguand repurchase of stock by its subsidiaries godyemethod investees in its stateme

of operations. During 2000, RCN issued stock feraoquisition of 21st Century Telecom Group, lnompleted on April 28, 2000, and for
certain transactions which diluted the Company'sarahip of RCN from 35% at December 31, 1999 to 3t%une 30, 2000. The increase in
the Company's proportionate share of RCN's netsaasea result of these transactions resultedeifigx gains of $57 million and $95 million
for the Company for the three and six months erddeg 30, 2000. The Company recognized a pre-taxafadil11 million for the three and
six months ended June 30, 1999 as a result of REINNg shares in a secondary offering and for icetansactions. The Company's
investment in RCN, including goodwill, was $142 lioit and $166 million at June 30, 2000 and Decer3ierl 999, respectively.

In October 1999, RCN announced that Vulcan Ventures had agreed to invest $1.65 billion in RCKMeTinvestment, which closed on
February 28, 2000, is in the form of mandatorilywertible preferred stock convertible into 26.6lioil shares of RCN common stock. The
preferred shares must be converted to common shéttes a three to seven year period at $62 peresha

Level 3 expects to recognize a significant gain mkelcan Ventures, Inc. converts its RCN prefestatk to RCN common stock.

The Company's investment in Commonwealth Telephios&ding goodwill, was $128 million and $126 rath at June 30, 2000 and
December 31, 1999, respectively.

The following is summarized financial informatiohRCN for the three and six months ended June @00 2nd 1999, and as of June 30,
2000 and December 31, 1999 (in millions):

Three Months Ended Six Mon ths Ended
June 30, Jun e 30,
Operations 2000 1999 2000 1999
RCN Corporation:
Revenue $ 79 $ 67 $ 150 $ 134
Net loss available to common shareholders (208) (68) (362) (136)

Level 3's share:
Net loss (63) (25) (119) (52)
Goodwill amortization - (2) Q) (2)

Equity in net loss $ (63) $ (26) $ (120) $ (53)




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Notes to Consolidated Condensed Financial Statement

Financial Position 2000 1999
Current Assets $ 2,731 $ 1,905
Other Assets 2,165 1,287
Total assets 4,896 3,192
Current Liabilities 281 249
Other Liabilities 2,224 2,168
Minority Interest 20 130
Preferred Stock 1,919 253
Total liabilities and preferred stock 4,514 2,800
Common equity $ 382 $ 392

Level 3's Investment:

Equity in net assets $ 119 $ 139
Goodwill 23 27
$ 142 $ 166

In July 1999, the Company and Data Return CorpmmgtiData Return") entered into an agreement whebBsia Return would purchase $5
million of capacity from the Company by Decembey 2001. In lieu of cash, the Company agreed tofgcet the time, approximately 1.9
million shares of Data Return restricted commomwlstts payment for services to be provided. The Gampecorded the transaction as an
investment and deferred revenue at the value ofe¢héces to be provided. In October 1999, DataiRRetonducted an initial public offering.
The market value of the Company's investment irmBRaturn at June 30, 2000 was approximately $5fomilThe Company, however,
cannot reflect the fair value of the Data Retuwestment in its financial statements until it pans the services to Data Return or certain
restrictions expire in 2001.

5. Other Assets, net

At June 30, 2000 and December 31, 1999 other assesisted of the following:

(in millions) 2000 1999
Goodwill:
XCOM, net of accumulated amortization of $48 and $37 $ 64 $ 75
GeoNet, net of accumulated amortization of $7 an d $5 15 17
BusinessNet, net of accumulated amortization of $6 and $4 10 12
Other, net of accumulated amortization of $10 a nd $6 10 14
Prepaid Network Assets 47 30
Deposits 163 64
Debt Issuance Costs, net 168 101
Pavilion Towers Office Complex - 23
CPTC Deferred Development and Financing Costs 14 15
Unrecovered Mine Development Costs 14 14
Other 16 16
Total other assets $ 521 $ 381

LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement

Goodwill amortization expense, excluding amortizatexpense attributable to equity method investeas,$9 million and $19 million for t
three and six months ended June 30, 2000. Goodmibrtization expense, excluding amortization expatsibutable to equity method
investees, was $9 and $17 million for the threesirdnonths ended June 30, 1999.

On June 30, 2000, the Company sold the PavilioneFsv@ffice Complex and the buyer assumed the cktigbt resulting in net proceeds of
approximately $7 million



6. Long-Term Debt

At June 30, 2000 and December 31, 1999, long-teziph was as follows:

(in millions) 2000 1999
Senior Notes (9.125% due 2008) $ 2,000 $ 2,000
Senior Notes (11% due 2008) 800 -
Senior Discount Notes (10.5% due 2008) 588 559
Senior Euro Notes (10.75% due 2008) 475 -
Senior Discount Notes (12.875% due 2010) 375 -
Senior Euro Notes (11.25% due 2010) 285 -

Senior Secured Credit Facility:
Term Loan Facility:

Tranche A (9.73% due 2007) 200 200
Tranche B (10.48% due 2008) 275 275
Senior Notes (11.25% due 2010) 250 -
Commercial Mortgage (9.03% due 2003) 120 -
Convertible Subordinated Notes (6.0% due 2010) 863 -
Convertible Subordinated Notes (6.0% due 2009) 823 823
CPTC Long-Term Debt (with recourse only to CPTC)
(7.6%-9.5% due 2004-2017) 115 115
Other 7 23
7,176 3,995
Less current portion (6) (6)

11% Senior Notes due 2008

On February 29, 2000, the Company received $778omibf net proceeds, after transaction costs, feopmivate offering of $800 million
aggregate principal amount of its 11% Senior Ndtes 2008 ("11% Senior Notes"). Interest on the siatrues at 11% per year and is
payable semi-annually in arrears on March 15 aqpde®eber 15 in cash beginning September 15, 2008 1T1Po Senior Notes are senior,
unsecured obligations of the Company, ranking pasisu with all existing and future senior debt. Th& Senior Notes cannot be prepaid,
and mature on March 15, 2008. The 11% Senior Nmiatain certain covenants, which among other thiligét additional indebtedness,
dividend payments, certain investments and traisectvith affiliates.

Debt issue costs of $21 million were capitalized are being amortized as interest expense oveetheof the 11% Senior Note



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
10.75% Senior Euro Notes due 2008

On February 29, 2000, the Company received (Eugllion ($478 million when issued) of net proceedfter debt issuance costs, from an
offering of (Euro)500 million aggregate principahaunt 10.75% Senior Euro Notes due 2008 ("10.7586a8&uro Notes"). Interest on the
notes accrues at 10.75% per year and is payaBlerivs semi-annually in arrears on March 15 ande®elper 15 each year in cash beginning
on September 15, 2000. The 10.75% Senior Euro Noterot redeemable by the Company prior to matudiebt issuance costs of (Euro)12
million ($12 million) were capitalized and are bgiamortized over the term of the 10.75% Senior Biotes.

The 10.75% Senior Euro Notes are senior, unseabigghtions of the Company, ranking pari passu wlttexisting and future senior debt.
The 10.75% Senior Euro Notes contain certain cavisnavhich among other things, limit additional éhdedness, dividend payments, certain
investments and transactions with affiliates.

The issuance of the (Euro)500 million Senior Euaids$ has been designated as, and is effective @somomic hedge against the investment
in certain of the Company's foreign subsidiaridserefore, foreign currency gains and losses reguftom the translation of the debt have
been recorded in other comprehensive income (todke extent of translation gains or losses ol §oeestment. The 10.75% Senior Euro
Notes were valued, based on current exchange edt$475 million in the Company's financial statemseat June 30, 200

12.875% Senior Discount Notes due 2010

On February 29, 2000, the Company sold in a prigétring $675 million aggregate principal amountreturity of its 12.875% Senior
Discount Notes due 2010 ("12.875% Senior Discousteh!'). The sale proceeds of $360 million, exclgdiebt issuance costs, were recot
as long term debt. Interest on the 12.875% Senigcddint Notes accretes at a rate of 12.875% per gempounded semi-annually, to an
aggregate principal amount of $675 million by Maféh 2005. Cash interest will not accrue on th&8212% Senior Discount Notes prior to
March 15, 2005. However, the Company may elecbtornence the accrual of cash interest on all oudstgrl2.875% Senior Discount No
on or after March 15, 2003. In which case, thetantiing principal amount at maturity of each 12%7Senior Discount Note will on the
elected commencement date be reduced to the ateatee of the 12.875% Senior Discount Note asaf tlate and cash interest shall be
payable on the 12.875% Senior Discount Notes orcMab and September 15 thereafter. Commencing @bptel5, 2005, interest on the
12.875% Senior Discount Notes will accrue at the od 12.875% per year and will be payable in cshi-annually in arrears. Accrued
interest expense from the date of issuance thrdughk 30, 2000 on the 12.875% Senior Discount Naft$45 million was added to longrm
debt.

The 12.875% Senior Discount Notes are subjectdemgption at the option of the Company, in wholéngpart, at any time or from time to
time on or after March 15, 2005. The Company makgeen the 12.875% Senior Discount Notes at the rptiemprices set forth below, plus
accrued and unpaid interest, if any, to the redemptate. The following prices are for 12.875% $emiscount Notes redeemed during the
12-month period commencing on March 15 of the yeatgorth below:

Year Redemption Price
2005 106.438%
2006 104.292%
2007 102.146%

2008 and thereafter 100.000%



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement

In addition, at any time and from time to time,gorio March 15, 2003, the Company may redeem @prt@ximum of 35% of the aggregate
principal amount at maturity of the 12.875% Semgcount Notes with the proceeds of one or moregpei placements to persons other than
affiliates of the Company or underwritten publi¢esings of common stock of the Company resultingrioss proceeds of at least $100
million in the aggregate. The Company may redeemlth875% Senior Discount Notes at a redemptiaemgual to 112.875% of the
accreted value of the notes plus accrued intefesty, to the redemption date.

The 12.875% Senior Discount Notes are senior, umedwbligations of the Company, ranking pari pagsh all existing and future senior
debt. The 12.875% Senior Discount Notes contaitaitecovenants, which among other things, limitiiddal indebtedness, dividend
payments, certain investments and transactionsaffitrates.

Debt issuance costs of $9 million were capitaliaad are being amortized as interest expense ogéeetin of the 12.875% Senior Discount
Notes.

11.25% Senior Euro Notes due 2010

On February 29, 2000, the Company received (Euj@iflion ($285 million when issued) of net proceedfter debt issuance costs, from an
offering of (Euro)300 million aggregate principahaunt 11.25% Senior Euro Notes due 2010 ("11.2586a8&uro Notes"). Interest on the
notes accrues at 11.25% per year and is payablieasgmally in arrears on March 15 and Septembezadch year in cash beginning
September 15, 2000.

The 11.25% Senior Euro Notes are subject to redempt the option of the Company, in whole or imtpat any time or from time to time on
or after March 15, 2005. The 11.25% Senior EurceNohay be redeemed at the redemption prices sketdfelow, plus accrued and unpaid
interest, if any, to the redemption date. The foifgy prices are for 11.25% Senior Euro Notes redabduring the 12-month period
commencing on March 15 of the years set forth bebowd are expressed as percentages of principalramo

Year Redempti on Price
2005 1 05.625%
2006 1 03.750%
2007 1 01.875%
2008 and thereafter 1 00.000%

In addition, at any time and from time to time,gorio March 15, 2003, the Company may redeem w@priaximum of 35% of the original
aggregate principal amount of the 11.25% SeniooBates. The Notes may be redeemed at a redempimnequal to 111.25% of the
principal amount thereof, plus accrued and unpaietrést thereon, if any, to the redemption date. rEldemption must be made with the
proceeds of one or more private placements to persther than affiliates of the Company or undetami public offerings of common stock
of the Company resulting in gross proceeds ofatl&100 million in the aggregate.

Debt issuance costs of (Euro)7 million ($7 milliamgre capitalized and are being amortized ovetdhra of the 11.25% Senior Euro Notes.
The 11.25% Senior Euro Notes are senior, unse@abightions of the Company, ranking pari passu walttexisting and future senior debt.
The 11.25% Senior Euro Notes contain certain cavispavhich among other things, limit additional éhdedness, dividend payments, certain
investments and transactions with affilia



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement

The issuance of the (Euro)300 million Senior Euaid$ has been designated as, and is effective asomomic hedge against the investment
in certain of the Company's foreign subsidiaridsergfore, foreign currency gains and losses reguftbm the translation of the debt have
been recorded in other comprehensive income (toghe extent of translation gains or losses oih siet investment. The 11.25% Senior
Euro Notes were valued, based on current exchatgs, rat $285 million in the Company's financiatetents at June 30, 2000.

11.25% Senior Notes due 2010

On February 29, 2000, the Company received $248mibf net proceeds, after transaction costs, feopmivate offering of $250 million
aggregate principal amount of its 11.25% SenioreNalue 2010 ("11.25% Senior Notes"). Interest emtites accrues at 11.25% per yeai
is payable semi-annually in arrears on March 15%etember 15 in cash beginning September 15, 2000.

The 11.25% Senior Notes are subject to redemptitimeaoption of the Company, in whole or in pattaay time or from time to time on or
after March 15, 2005. The Company may redeem ti25%4 Senior Notes at the redemption prices set fmetow, plus accrued and unpaid
interest, if any, to the redemption date. The feifgy prices are for 11.25% Senior Notes redeemeihgithe 12-month period commencing
on March 15 of the years set forth below:

Year Redemptio n Price
2005 105.62 5%
2006 103.75 0%
2007 101.87 5%
2008 and thereafter 100.00 0%

In addition, at any time and from time to time,gorio March 15, 2003, the Company may redeem w@priaximum of 35% of the original
aggregate principal amount of the 11.25% Senioeslofhe redemption must be made with the proceeaiseoor more private placements to
persons other than affiliates of the Company oremwdtten public offerings of common stock of ther@pany resulting in gross proceeds of
at least $100 million in the aggregate. The Compaay redeem the 11.25% Senior Notes at a redemptioa equal to 111.25% of the
principal amount of the notes plus accrued inteieahy, to the redemption date.

The 11.25% Senior Notes are senior, unsecuredatialitgs of the Company, ranking pari passu witlesibting and future senior debt. The
11.25% Senior Notes contain certain covenants, lwaicong other things, limit additional indebtedneidgdend payments, certain
investments and transactions with affiliates.

Debt issuance costs of $7 million were capitaliaad are being amortized as interest expense oseet of the 11.25% Senior Notes.
Commercial Mortgage due 2003

On June 9, 2000, the Company entered into a $1R@miloating-rate loan ("Commercial Mortgage d2@03") providing secured, non-
recourse debt to finance its world headquartere. Gbmpany received $119 million of net proceedarafansaction costs. $13 million of the
net proceeds are being held by the lender as eveedeposit and $5 million are being separately bglthe Company as restricted ce
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The initial term of the Commercial Mortgage is 36nths with (2) one year no cost extension optitmerest varies monthly with the 30-day
London Interbank Offered Rate for U.S. Dollar Defoas follows:

The Index plus:

(1) 240 basis points during the Initial Term;

(2) 250 basis points during the First Extensioni@ptand
(3) 260 basis points during the Second Extensioio@p

At June 30, 2000 the interest rate was 9.03%.

The Commercial Mortgage may not be prepaid dutirgfirst twenty-four months. Thereafter, the ConmeiarMortgage may be prepaid at
par in whole or in part in multiplies of $100,006terest only is due during the initial three-y&sm with principal payable, using 30 year
amortization period, during the extension periodth & balloon payment at maturity.

Debt issuance costs of $1 million were capitaliaad are being amortized as interest expense ogeetin of the Commercial Mortgage.
6% Convertible Subordinated Notes due 2010

On February 29, 2000, the Company received $83omibf net proceeds, after transaction costs, feopublic offering of $863 million
aggregate principal amount of its 6% Convertible@dinated Notes due 20{Gubordinated Notes"). The Subordinated Notesiasecure
and subordinated to all existing and future semdebtedness of the Company. Interest on the Sirtadedi Notes accrues at 6% per year and
is payable semi-annually in cash on March 15 amqe®eber 15 beginning September 15, 2000. The paheimount of the Subordinated
Notes will be due on March 15, 201

The Subordinated Notes may be converted into slwire@mmon stock of the Company at any time praothe close of business on the
business day immediately preceding maturity, ungessiously redeemed, repurchased or the Compasigdussed the conversion rights to
expire. The conversion rate is 7.416 shares pédr $2000 principal amount of Subordinated Notebjes to adjustment in certain events.

Prior to March 18, 2003 Level 3, at its option, nmagleem the notes, in whole or in part, at themeatimn prices specified below plus accrued
interest. Level 3 may exercise this option if therent market price of Level 3's common stock egjoalexceeds triggering levels specified
below for at least 20 trading days within any peérid 30 consecutive trading days, including the tiesling day of the period.

Redemption
Period Trigger P ercentage Price
February 29, 2000 through March 14, 2001  170% ($229.23) 106.0%
March 15, 2001 through March 14, 2002 160% ($215.74) 105.4%
March 15, 2002 through March 17, 2003 150% ($202.26) 104.8%

On or after March 18, 2003, Level 3, at its optiorgy cause the conversion rights to expire. Leweb§ exercise this option only if the

current market price exceeds approximately $18@vIch represents 140% of the conversion pricepfdeast 20 trading days within any
period of 30 consecutive trading days, including ltst trading day of that period. At June 30, 20@0debt had been converted into shares of
common stock.

Debt issue costs of $27 million were capitalized are being amortized as interest expense oveetheof the Subordinated Note
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Level 3 currently is using the proceeds from thetdesuances for working capital, capital expendistand other general corporate purposes
in connection with the implementation of its busia@lan, including the acquisition of telecommutiares assets.

The Company capitalized $90 million and $157 millaf interest expense and amortized debt issuavgis telated to network construction
and business systems development projects fohtke find six months ended June 30, 2000 and $26mahd $31 million for the three and
six months ended June 30, 1999.

7. Employee Benefit Plans

The Company adopted the recognition provisionsFAS No. 123, "Accounting for Stock Based Compeisét{"SFAS No. 123") in 1998.
Under SFAS No. 123, the fair value of an optiond@siputed in accordance with accepted option viamamhodels) on the date of grant is
amortized over the vesting periods of the optianadcordance with FASB Interpretation No. 28 "Aauiing For Stock Appreciation Rights
and Other Variable Stock Option or Award Plans'Ili{'8"). The recognition provisions of SFAS No. 12& applied prospectively upon
adoption. As a result, the recognition provisiores applied to all stock awards granted in the yéadoption and are not applied to awards
granted in previous years unless those awards addied or settled in cash after adoption of theogmition provisions. Although the
recognition of the value of the instruments resmltsompensation or professional expenses in dty@arfinancial statements, the expense
differs from other compensation and professiongkases in that these charges may not be setttsbin but rather, generally, are settled
through issuance of common stock.

As the Company continues to implement the Busiféms, add additional employees and implement cosgiem arrangements to attract
retain additional employees, non-cash compensatipenses are expected to continue to increasdisagnly. The amount of the non-cash
charges will be dependent upon a number of faciteckjding the number of grants and the fair vadfieach grant estimated at the time of its
award.

The Company recognized a total of $49 million a8d #illion of non-cash compensation for the threé six months ended June 30, 2000,
respectively. In addition, the Company capitali$2dmillion and $5 million of non-cash compensationthose employees directly involved
in the construction of the network or developmeithe business support systems for the three anthesinths ended June 30, 2000,
respectively.

The Company recognized a total of $29 million add #illion of non-cash compensation for the threé six months ended June 30, 1999,
respectively. In addition, the Company capitali$2dmillion and $4 million of non-cash compensationthose employees directly involved
in the construction of the network or developmeithe business support systems for the three anthesnths ended June 30, 1999.

Non-Qualified Stock Options and Warrants

The Company did not grant any nonqualified stockoms ("NQSO") or warrants to employees duringghemonths ended June 30, 2000.
The expense recognized for the three and six mamttied June 30, 2000 for NQSOs and warrants odisgaat June 30, 2000 in accordance
with SFAS No. 123 was $1 and $2 million, respedgivin addition to the expense recognized, the Camypapitalized less than $1 million
non-cash compensation costs for the three and six rmamtti June 30, 2000 related to NQSOs and warmanefployees directly involved
the construction of the network and the developroéiite business support systems. As of June 3),28e Company had not reflected $3
million of unamortized compensation expense ifitancial statements for NQSOs and warrants grafnted 1998 to 199¢
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The Company recognized $2 million and $4 milliorespense for the three and six months ended Jur999 for NQSOs and warrants
granted in 1998 and 1999. In addition to the expeasognized, the Company capitalized less thamifibn and $1 million of non-cash
compensation costs for the three and six monthededdne 30, 1999.

Outperform Stock Option Plan

In April 1998, the Company adopted an outperforatisioption ("OSQO") program that was designed sbttieCompany's stockholders
would receive a market return on their investmegfibte OSO holders receive any return on their ogtidhe Company believes that the C
program aligns directly employee's and stockholdetsrests by basing stock option value on the Gamy's ability to outperform the market
in general, as measured by the Standard & Po@&R") 500 Index. Participants in the OSO programmdbrealize any value from awards
unless the Common Stock price outperforms the S@FiBdex. When the stock price gain is greater tharcorresponding gain on the S&P
500 Index, the value received for awards unde8© plan is based on a formula involving a muktiplelated to the level by which the
Common Stock outperforms the S&P 500 Index. Toetktent that the Common Stock outperforms the S&®, &k value of OSOs to a
holder may exceed the value of non-qualified stmutions.

OSO grants are made quarterly to participants eyeglon the date of the grant. Each award vestgualegjuarterly installments over two
years and has a fc-year life. Each award has a twear moratorium on exercise from the date of graata result, once a participant is 10
vested in the grant, the two-year moratorium expifderefore, each grant has an exercise winddwmf/ears.

The fair value recognized under SFAS No. 123 ferapproximately 1,242,000 OSOs granted to emplofggeservices performed for the six
months ended June 30, 2000 was approximately $1liormThe Company recognized $44 million and $8illion of compensation expense
for the three and six months ended June 30, 2000$®s granted from 1998 to 2000. In addition sveékpense recognized, $2 million and
$4 million of non-cash compensation was capitalizedhe three and six months ended June 30, 2808mployees directly involved in the
construction of the network and development of hess$ support systems. As of June 30, 2000, the @uyripad not reflected $123 million of
unamortized compensation expense in its finanté@ésents for OSOs granted from 1998 to 2000. Tdragany recognized $25 million and
$39 million of expense for the three and six morthded June 30, 1999 for OSOs outstanding at Junk939. In addition to the expense
recognized the Company capitalized $2 million aBdrilion of non-cash compensation for the threé six months ended June 30, 1999.

Shareworks and Restricted Stock

The Company recorded $4 million and $8 million ohrcash compensation expense for the three amdaiths ended June 30, 2000 related
to the Shareworks and restricted stock programadtfition to the expense recognized, less thanifibmand $1 million of non-cash
compensation was capitalized for the three andnsimths ended June 30, 2000, respectively for eneployirectly involved in the
construction of the network and development of eisé support systems. The non-cash compensatiengxfor the Shareworks and
restricted stock programs was $2 million and $4iomilfor the three and six months ended June 3891
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Foreign subsidiaries of the Company adopted Shatesymograms in 2000. These programs primarilyudela grant plan and a stock
purchase plan whereby employees may purchase Ba&@emmon Stock at 80% of the of the share pri¢heabeginning of the plan.

As of June 30, 2000, the Company had not reflegtetnortized compensation expense of $17 milliorStwareworks and restricted stock
granted from 1998 to 2000 in its financial statetaen

8. Stockholders' Equity

On February 29, 2000, the Company raised $2.bhijllafter underwriting discounts and offering exgen from the offering of 23 million
shares of its common stock through an underwrfitgsiic offering. In March 1999 the Company raisdds$billion, after underwriting
discounts and offering expenses, from the offechg8.75 million shares of its common stock throaghunderwritten public offering. The
net proceeds from both offerings will be used forking capital, capital expenditures, acquisitiansl other general corporate purposes in
connection with the implementation of the CompaBysiness Plan.

9. Industry and Segment Data

In 1998, the Company adopted SFAS No. 131 "Discsabout Segments of an Enterprise and Relatedafion”. SFAS No. 131
establishes standards for reporting informatioruélbperating segments in annual financial statesn@mtl requires selected information ak
operating segments in interim financial reportségsto stockholders. Operating segments are componéany enterprise for which sepai
financial information is available and which is Biated regularly by the Company's chief operatiagision maker, or decision making gra
in deciding how to allocate resources and assefsrpmnce. Operating segments are managed sepaaatérepresent strategic business
units that offer different products and serve défe markets.

The Company's reportable segments include: commtioits and information services (including commatians, outsourcing and
applications segments), and coal mining. Other grilnincludes California Private Transportationm@uany L.P. ("CPTC"), a privately
owned tollroad in southern California, equity intreents and other corporate assets and overheadtribtitable to a specific segment.

EBITDA, as defined by the Company, consists of e@$ (loss) before interest, income taxes, deptiecigamortization, non-cash operating
expenses (including stock-based compensation aptbtess research and development charges) andnmth@perating income or expense.
The Company excludes non-cash compensation di adoption of the expense recognition provisidnSFAS No. 123. EBITDA is
commonly used in the communications industry tdy@m@acompanies on the basis of operating perfor@aBBITDA is not intended to
represent cash flow for the periods and is not GAAP

The information presented in the tables below idetiinformation for the three and six months enlletw 30, 2000 and 1999 for all income
statement and cash flow information presented asnof June 30, 2000 and December 31, 1999 fomkdhbe sheet information presented.
Revenue and the related expenses are attribufedeign countries based on where services are geay
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Communications & Inf ormation Services Coal
(in millions) Communications Outsour cing Applications Mining  Other To tal

Three Months Ended June 30, 2000

Revenue:
North America $ 138 % 15 $ 9 $ 48 $ 5 $ 215
Europe 15 - 4 - - 19
Other - - - - - -
Total $ 153 $ 15 $ 13 $ 48 $ 5 $ 234
EBITDA:
North America $ (100) $ - % 1 $ 21 $ 3 $ (81)
Europe (32) - 1 - - (31)
Other (8) - - - - (8)
Total $ (140) $ - % 2 $ 21 $ (3) $( 120)
Capital Expenditures:
North America $ 1,226 $ 1 $ 1 $ 4 $ - 91, 232
Europe 392 - - - - 392
Other 128 - - - - 128
Total $ 1,746 $ 1 $ 1 $ 4 $ - 91, 752
Depreciation and Amortization:
North America $ 113 $ 3 $ - $ 2 $ - 8 118
Europe 19 - 1 - - 20
Other 1 - - - - 1
Total $ 133 $ 3 % 1 $ 2 $ - $ 139
Six Months Ended June 30, 2000
Revenue:
North America $ 222 % 29 $ 19 $ 96 $ 11 $ 377
Europe 28 - 6 - - 34
Other - - - - - -
Total $ 250 $ 29 $ 25 $ 96 $ 11 $ 411
EBITDA:
North America $ (220) $ 1 $ 3 $ 43 $ (1) $ ( 176)
Europe (64) - 2 - - (62)
Other (23) - - - - (23)
Total $ (307) $ 1 $ 5 $ 43 $ (1) $( 261
Capital Expenditures:
North America $ 2,195 $ 2 $ 1 $ 4 $ - $2 202
Europe 681 - - - - 681
Other 155 - - - - 155
Total $ 3031 $ 2 $ 1 $ 4 $ - $3 038
Depreciation and Amortization:
North America $ 184 % 5 % 1 $ 3 $ 2 % 195
Europe 30 - 1 - 31
Other 1 - - - - 1

Total $ 215 % 5 & 2 $ 3 $ 2 % 227
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Communications & Inf ormation Services Coal
(in millions) Communications Out sourcing  Applications  Mining Other

Three Months Ended June 30, 1999

Revenue:

North America $ 16 $ 18 $ 13 $ 47 $ 6
Europe 2 - 4 - -
Other - - - - -
Total $ 18 $ 18 $ 17 $ 47 $ 6

EBITDA:

North America $ (106) $ 3 8 - $ 19 3% 1)
Europe a7) - - - -
Other Q) - - - -
Total $ (124) $ 3 8 - $ 19 3% 1)

Capital Expenditures:

North America $ 588 $ 2 3% 1 3 - $ -
Europe 159 - - - -
Other 58 - - - -
Total $ 805 $ 2 3% 1 3 - $ -

Depreciation and Amortization:

North America $ 40 $ 2 % 2 % 1% 2
Europe 4 - - - -
Other - - - - -
Total $ 44 $ 2 % 2 % 19 2

Six Months Ended June 30, 1999

Revenue:

North America $ 29 $ 34 $ 27 $ 98 % 11
Europe 4 - 5 - -
Other - - - - -
Total $ 33 $ 34 $ 32 $ 98 $ 11

EBITDA:

North America $ (188) $ 7 $ (3 $ 39 % 2
Europe (26) - - - -
Other 1) - - - -
Total $ (215) $ 7 $ (3 $ 39 % 2

Capital Expenditures:

North America $ 917 $ 5 % 1 3 - $ -
Europe 219 - - - -
Other 73 - - - -
Total $ 1,209 $ 5 % 1 3 - $ -

Depreciation and Amortization:
North America $ 71 $ 4 % 3 3 2 3 6
Europe 6 - - - -
Other - - - - -

Total $ 77 $ 4 $ 3 % 2 $ 6
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Communications & | nformation Services Coal
(in millions) Communications Outso urcing Applications Mining Othe r Total
Identifiable Assets
June 30, 2000
North America $ 6,715 $ 53 $ 15 $ 323 $5,76 1 $12.867
Europe 1,306 - 8 - - 1,314
Other 510 - - - - 510
Total $ 8,531 $ 53 $ 23 $ 323 $5,76 1 $14691
December 31, 1999
North America $ 4,256 $ 54 $ 18 $ 345 $ 3,17 8 $ 7,851
Europe 706 - 7 - - 713
Other 340 - - - - 340
Total $ 5,302 $ 54 $ 25 $ 345 $3,17 8 $ 8,904

The following information provides a reconciliatiohEBITDA to loss from operations for the threedaix months ended June 30, 2000 and
1999:

Three Months Ended Six Mon ths Ended
June 30, Jun e 30,
(in millions) 2000 1999 2000 1999
EBITDA $ (120) $ (103) $ (261) $ (170)
Depreciation and Amortization Expense (139) (51) (227) (92)
Non-Cash Compensation Expense (49) (29) 97) 47
Loss from Operations (308) (183) (585) (309)
Other Income 16 116 13 90
Income Tax Benefit 11 23 20 70
Net Loss $ (281) $ (44) $ (552) $ (149)

10. Related Party Transactions

Peter Kiewit Sons', Inc. ("Kiewit") acted as thengeal contractor on several significant projectstii@ Company in 2000 and 1999. These
projects include the intercity network, local loagsd gateway sites, the Company's new corporatégnesters in Colorado and a new data
center in Tempe, Arizona. Kiewit provided approxieta $972 million and $490 million of constructiservices related to these projects in
the first six months of 2000 and 1999, respectiv
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Level 3 also receives certain mine managementas¥rom Kiewit. The expense for these services$@amillion and $16 million for the
three and six months ended June 30, 2000, respBgtand is recorded in selling, general and adstriaive expenses. The expense for these
services was $7 and $14 million for the three ardr®nths ended June 30, 1999, respectively.

11. Other Matters

In August 1999 the Company was named as a defemd&chweizer vs. Level 3 Communications, Inc.lgtapurported national class
action, filed in the District Court, County of Baldr, State of Colorado which involves the Companigtst to install its fiber optic cable
network in easements and right-of-ways crossingthimtiff's land. In general, the Company obtaitiegl rights to construct its network from
railroads, utilities, and others, and is installitegnetwork along the rights-of-way so granteaifiiffs in the purported class action assert that
they are the owners of the lands over which the @omw's fiber optic cable network passes, and Heatdilroads, utilities and others who
granted the Company the right to construct and tamiits network did not have the legal abilitydo so. The action purports to be on behalf
of a national class of landowners of land, overalitthe Company's network passes or will pass. dheptaint seeks damages on theories of
trespass, unjust enrichment and slander of tittepaoperty, as well as punitive damages. AlthodghG@ompany is not aware of any additic
similar claims, the Company may in the future reeailaims and demands related to the rights of is&yes similar to the issues in the
Schweizer litigation that may be based on similadifferent legal theories. Although it is too gafbr the Company to reach a conclusion as
to the ultimate outcome of this litigation, managabelieves the Company has substantial defeaghs tlaims asserted in the Schweizer
action (and any similar claims which may be nanmetheé future), and intends to defend them vigorausl

Level 3 filed with the Securities and Exchange Cassion a "universal” shelf registration statementering up to $3.5 billion of common
stock, preferred stock, debt securities and deprysghares that became effective February 17, 1©989March 9, 1999 the Company received
approximately $1.5 billion from the sale of 28.78lion shares of Common Stock and on Septembef 289 the Company sold $823 million
aggregate principal amount of its 6% Convertible@dinated Notes due 2009 under the "universallf sbgistration statement.

On December 10, 1999 Level 3 filed with the SE@@oad "universal" shelf registration covering ug375 billion of common stock,
preferred stock, debt securities and depositoryesh®n February 29, 2000 the Company receivecbappately $2.5 billion of gross
proceeds from the sale of 23 million shares of comistock and the Company sold $863 million aggeegéancipal amount of 6%
Convertible Subordinated Notes due 2010 underuhe/érsal” shelf registration statement. Combinétth he remaining availability under
the initial universal shelf registration statemdrmgyel 3 may offer an aggregate of up to approxatya$190 million of additional securities.

On February 17, 2000, Level 3 announced a co-tagteement whereby Global Crossing will participatthe construction of and obtain a
50% ownership interest in the previously annouriaaeel 3 transatlantic fiber optic cable now beingtalled. Level 3 also announced that it
will acquire capacity on Global Crossing's traresatit cable Atlantic Crossing 1. Under the co-baitpleement, Level 3 and Global Crossing
will each separately own and operate two of the finer pairs on this transatlantic cable.

On April 12, 2000, Level 3 signed an agreement Widitel whereby Viatel agreed to purchase an ovhipiisiterest, valued at over $150
million, in one fiber pair on the transatlanticdiboptic cable system now being installed by Level

3. As a result of this agreement, both companiéisowin and operate one fiber pair on the transétiarable. The Company expects to
recognize revenue from this transaction in Septer28@0, once the cable connecting Europe and thied)States is operation:
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The following discussion should be read in conjiorctvith the Company's consolidated condensed fimhistatements (including the notes
thereto), included elsewhere herein.

This document contains forward looking statementsiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the CompaNhen used in this document, the words "antteipdbelieve"”, "plans", "estimate" and
"expect" and similar expressions, as they relataédCompany or its management, are intended tdifddéorward-looking statements. Such
statements reflect the current views of the Compritly respect to future events and are subjecetam risks, uncertainties and assumpti
Should one or more of these risks or uncertaimtieterialize, or should underlying assumptions piriogerrect, actual results may vary
materially from those described in this document. &more detailed description of these risks atbfs, please see the Company's

additional filings with the Securities and Excham@gmmission.
Recent Developments
Northern Asia Undersea Cable System

On January 24, 2000, Level 3 announced its intartbadevelop and construct a Northern Asia undetab&e system initially connecting
Hong Kong and Tokyo. This connection is expecteldetdn service by the end of the second quarte06i. The Hong Kong-Tokyo cable is
intended to be the first stage of the Company'stroation of an undersea network in the region. Thenpany plans to share construction
operating expenses of the system with one or nmuhesiry partners.

Expansion of Business Plan

On January 24, 2000, Level 3 announced the expawnsgibs Business Plan to increase the amount gy and technical space it intends to
secure to approximately 6.5 million square feetaddition, the expansion includes plans to builtlsmyen additional local markets in Europe
and Asia, the third ring of the European intercigtwork, and the expansion of existing local féeii. At the end of the second quarter, Level
3 had operational Gateways in 38 U.S. markets mecduropean markets.

Global Crossing Co-Build Agreement

On February 17, 2000, Level 3 announced a co-tagteement whereby Global Crossing will participatthe construction of and obtain a
50% ownership interest in the previously annourigaee! 3 transatlantic fiber optic cable now beingtalled. Under the co-build agreement,
Level 3 and Global Crossing will each separately @nd operate two of the four fiber pairs on thesisatlantic cable. Level 3 also annour
that it will acquire additional capacity on Gloladossing's transatlantic cable Atlantic Crossing 1.

Common Stock Offering

On February 29, 2000, the Company closed the $818 million shares of its common stock throughuadlerwritten public offering. The ne
proceeds from the offering of approximately $2 Midn, after underwriting discounts and offeringpexises, are being used for working
capital, capital expenditures, acquisitions an&ioteneral corporate purposes in connection wihrtiplementation of the Business Pl
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Debt Offerings

On February 29, 2000, the Company issued in priaatepublic offerings convertible subordinated spgenior notes and senior discount
notes which generated aggregate gross proceegpahamately $2.3 billion. The net proceeds frora tfferings of approximately $2.2

billion, after discounts and offering expenses,t@igg used for working capital, capital expendiijracquisitions and other general corporate
purposes in connection with the implementatiorhefBusiness Plan. The debt offerings consistetleofdllowing:

0 $863 million aggregate principal amount of its 64nvertible Subordinated Notes due 2010

0 $800 million aggregate principal amount of it®d $enior Notes due 2008

o $250 million aggregate principal amount of its2BP6 Senior Notes due 2010

o $675 million aggregate principal amount at mayuwi its 12.875% Senior Discount Notes due 2010

Euro Denominated Debt Offerings

On February 29, 2000, the Company issued in priofiggings Euro denominated senior notes which gted aggregate gross proceeds of
approximately (Euro)800 million ($780 million asisance). The net proceeds from the offerings ofagdmately (Euro)780 million ($761
million at issuance), after underwriting discouatsl offering expenses, are being used for workamital, capital expenditures, acquisitions
and other general corporate purposes of the CongpBuyopean subsidiaries. The debt offerings ctatsiaf the following:

o (Euro)500 million aggregate principal amounttefli0.75% Senior Euro Notes due 2008
o (Euro)300 million aggregate principal amountteflil.25% Senior Euro Notes due 2010

The Company registered the Euro denominated sexsuwith the Luxembourg Stock Exchange in the séaprarter of 2000.
Viatel Agreement

On April 12, 2000, Level 3 signed an agreement Widitel whereby Viatel agreed to purchase an ovimprisiterest, valued at over $150
million, in one fiber pair on the transatlanticdibtoptic cable system now being installed by Level

3. As a result of this agreement, both companidlsowin and operate one fiber pair on the transttiarable. The Company expects to
recognize revenue from this transaction in Septera@@0, once the cable connecting Europe and tlied)Btates is operational.

Recent Accounting Developments

In December 1999, the SEC staff released Staff datiog Bulletin No. 101, "Revenue Recognition im#icial Statements" ("SAB 101").
SAB 101 provides interpretive guidance on the redgn, presentation and disclosures of revenubénfinancial statements effective for all
transactions on or after January 1, 2000. The Cagngaes not believe that the adoption of SAB 10thanfourth quarter of 2000 will have a
material affect on the Company's financial resi
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Effective July 1, 1999, the Financial Accountingi®tards Board ("FASB") issued Interpretation Ng."®Real Estate Sales, an Interpretation
of FASB Statement No. 66." Certain sale and lomgiteght-to-use agreements of dark fiber and caparitered into after June 30, 1999 are
required to be accounted for in the same mannsalas of real estate with property improvemenistegral equipment. Failure to satisfy the
requirements of the FASB Interpretation will regolthe deferral of revenue recognition for thesetracts. The adoption of this FASB
Interpretation does not have a current effect @xGbmpany's cash flows.

Accounting practice and guidance with respect ¢éoabcounting treatment of the above transactioagab/ing. Any changes in the
accounting treatment could affect the way the Cawigccounts for revenue and expenses associatedh&ie agreements in the future.

Results of Operations 2000 vs. 1999
Second Quarter 2000 vs. Second Quarter 1999

Revenue for the quarters ended June 30, is sumedaaiz follows (in millions):

2 000 1999
Communications and Information Services $ 181 $ 53
Coal Mining 48 47
Other 5 6
$ 234 $ 106

Communications and information services revenugherthree months ended June 30, 2000 increaséd 2dthpared to the same period in
1999. This increase was due to growth in the conications business; communications revenue increlag&d 35 million, or 750 percent
from the same quarter last year. Revenue from camuations services only, excluding dark fiber saled reciprocal compensation, was
$104 million. Included in total communications raue was $35 million of non-recurring revenue fronsark fiber contracts entered into
before June 30, 1999. Also included in total comivations revenue for the quarter was $14 millidnitaitable to reciprocal compensation.

Information services revenue, which is comprisedpglications and outsourcing businesses decrdasads35 million in 1999 to $28

million in 2000. This $7 million decrease, 20 pergés due in part to a decrease in outsourcingmae from $18 million in 1999 to $15
million in 2000. Outsourcing revenue decreasedtdube expiration of contracts and certain curgtients negotiating new contracts and
extending the contract life at lower rates. Outsmg revenue was also affected by the completid®®O of Year 2000 computer processing
work. Applications revenue decreased from $17 anilin 1999 to $13 million in 2000 largely due toa¥@000 computer consulting work t
was completed in 1999.

Coal mining revenue increased $1 million in theosecquarter of 2000 compared to the same perid®99. The increase in revenue is
primarily attributable to the timing of shipmenékén by certain customers. These customers argaddudi to purchase annually, minimum
amounts of coal: however it is the customer's opéis to when the coal will be purchased. Full Y0 coal revenue is expected to be
approximately 10 percent less than full year 1988l cevenue due to reduced shipments under temg-coal contracts in 2000. The Comp
expects to experience a significant decline in ceaénue and earnings beginning in 2001 as long-tentracts begin to expire.

Other revenue was similar to 1999 and is primaityibutable to California Private Transportatioonpany, L.P. ("CPTC") the owner-
operator of the SR91 tollroad in southern Califar
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Cost of Revenue for the second quarter 2000 wa4 giillion, representing a 90 percent increase seeond quarter 1999 cost of revenue of
$81 million as a result of the expanding commundcet business. The cost of revenue for the infalonatervices businesses, as a percentage
of its revenue, was 75 percent for the second guaft00 compared to 63 percent for the same peri@899. The renegotiated outsourcing
contracts are primarily responsible for the decimaformation services margins. The cost of rexeefor the coal mining business, as a
percentage of revenue, was 38% for the secondequar2000 down from 47% for the same period in9198 December 1999

Commonwealth Edison Company ("Commonwealth") ard@bmpany renegotiated certain coal contracts velygE®@mmonwealth is no

longer required to take delivery of its coal comments but still must pay Level 3 the margins Le/alould have earned had the coal been
delivered. Thus, cost of revenue for the coal ngrinsiness, as a percentage of revenue, decraa2680 compared to 1999.

Depreciation and Amortization expenses for the gunavere $139 million, a 172 percent increase ftbensecond quarter 1999 deprecation
and amortization expenses of $51 million. Thiséase is a direct result of the Communications agsated in service in the later half of
1999 and the first half of 2000, including Gatewdgsal networks and intercity segments.

Selling, General and Administrative expenses wed9%nillion in 2000, a 59 percent increase oveosdajuarter 1999. This increase
primarily results from the Company's addition oeoit,800 employees since the end of second qued8S. The Company added over 700
employees to the communications business durinqubeter ending June 30, 2000, bringing the tatahlper of Level 3 employees to
approximately 5,000. Compensation, travel and ifasl costs increased substantially due to thetiathdil employees. The Company also
recorded $49 million in non-cash compensationfierdgecond quarter of 2000 for expenses recognizeéelr SFAS No. 123 related to grants
of stock options and warrants; $29 million of nasle compensation was recorded for the same perib@99. The increase in non-cash
compensation is due predominantly to an increaiseimumber of employees. Communication expensg&anrance costs also contributed
to the higher selling, general and administrativeemses. As the Company continues to implemernBtistness Plan, add additional
employees and implement compensation arrangeneatsact and retain additional employees, sellgameral and administrative costs are
expected to continue to increase significantly.

EBITDA, as defined by the Company, consists of e@s (losses) before interest, income taxes, deiiee, amortization, non-cash
operating expenses (including stock-based compensatd in-process research and development chaagdther non-operating income or
expenses. The Company excludes nash compensation due to its adoption of the expertognition provisions of SFAS No. 123. EBIT
decreased to a loss of ($120) million in the seagumatter of 2000 from ($103) million for the samezipd in 1999. This decrease was
predominantly due to the increase in selling, galireand administrative expenses resulting from #pédrexpansion of the communications
business. EBITDA is commonly used in the commuincatindustry to analyze companies on the basigpefating performance. EBITDA is
not intended to represent cash flow for the perindated. See Consolidated Condensed Statem&agf Flows.

Interest Income increased 82 percent in 2000 td $dilion from $57 million in 1999 predominantly o the Company's increased average
cash, cash equivalents and marketable securitieades. The Company's average cash balance indrasseresult of the $5.4 billion in net
proceeds received from debt and equity offeringspleted in February 2000 and $1.3 billion of pratefom the Convertible Subordinated
Notes and Senior Secured Credit Facility borrowingSeptember 1999. The increase in interest inasratso due to increasing yields on
Company's investments due to increased market R¢esling utilization of the cash, cash equivalents marketable securities, the Comp
invests the funds primarily in government and gowsgnt agency securities. The investment strateliyowavide lower yields on the funds,

but is expected to reduce the risk to principahi short term prior to using the funds in impletrenthe Business Pla
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Interest Expense, net increased by $36 millior8t ®illion during the second quarter of 2000. lagtrexpense increased substantially due to
the 6% Convertible Subordinated Notes issued inedaiper 1999 as well as the Senior Secured Credititltfantered into in September 19
Second quarter 2000 also includes interest exgfenslee debt offerings completed in February 2006 Company issued approximately $3
billion in debt securities on February 29, 2000eées ranging from 6.0 percent to 12.875 percdmt. dmortization of the related debt issue
costs also contributed to the increased intergstrese in 2000. Partially offsetting this increases\&n increase in capitalized interest from
million in the second quarter of 1999 to $90 millim the second quarter of 2000.

Equity in Losses of Unconsolidated Subsidiaries $& million in 2000, compared to $24 million ing® The equity losses are
predominantly attributable to RCN Corporation, IF&RCN"). RCN is a facilities-based provider of camnications services to the residential
markets primarily on the East and West coasts #sawén Chicago and the largest regional Intesgevice provider in the Northeast. RCN is
also incurring significant costs in developinghtssiness plan. The Company's share of RCN's lossdsding goodwill amortization,
increased by $37 million from second quarter 199983 million for the second quarter 2000.

Gains on Equity Investee Stock Transactions was®ilion for the second quarter 2000 and $111 wnillin the second quarter of 1999. R
issued stock to acquire 21st Century Telecom Gringp,in the second quarter of 2000 which diluteel Company's ownership of RCN from
33% at March 31, 2000 to 31% at June 30, 2000.ifd¢rease in the Company's proportionate share d'®@et assets as a result of these
transactions resulted in the pre-tax gain for tben@any of $57 million from subsidiary stock saleshie second quarter of 2000. In 1999,
RCN issued stock in a public offering and for certeansactions, which resulted in the pre-tax gdifil11 million to the Company.

Other, net decreased to ($3) million in 2000 frokd $nillion in 1999. In 1999, the Company sold itgigy position in Burlington Resources,
Inc., which resulted in a pre-tax gain of $17 roitli

Income Tax Benefit for the first quarter of 200€felis from the statutory rate due to the limiteaitability of taxable income in the carryback
period for which current year losses can be offBleé income tax benefit in 1999 differs from thatstory rate of 35% primarily due to losses
incurred by the Company's international subsidsawi@ich cannot be included in the consolidated f&&eral return, nondeductible goodwill
amortization expense and state income taxes. §@alf2000, Level 3 will recognize a portion of theected annual benefit in each period
equal to the ratio of pre-tax loss for the periodd#d by the total estimated loss for the yeathesCompany is currently unable to conclude
that it is more likely than not that the net opmigiosses will be realizabl
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Revenue for the six months ended June 30, is suinedaas follows (in millions):

2000 1999

Communications and Information Services $ 304 $ 99
Coal Mining 96 98
Other 11 11

$ 411 $ 208

Communications and information services revenuesased during the first six months of 2000 by 2@&¥pared to the same period in
1999. This increase was due to growth in the conications business; communications revenue increlg&217 million, or 657 percent
from the same period last year. Revenue from conmatians services only, excluding dark fiber salad reciprocal compensation, was $
million. Included in total communications revenuasa$48 million of non-recurring revenue from U.8tldfiber contracts entered into before
June 30, 1999. Also included in total communicatiogvenue for the first six months was $22 millatttibutable to reciprocal compensation.

Information services revenue, which is comprisedpyflications and outsourcing businesses, decrdamadb66 million in 1999 to $54
million in 2000. This $12 million decrease, 18 gart; is due in part to a decrease in outsourcingmae from $34 million in 1999 to $29
million in 2000. Outsourcing revenue decreasedtdube expiration of contracts and certain curgdients negotiating new contracts and
extending the contract life at lower rates. Outsig revenue was also affected by the completidi®®0 of Year 2000 computer processing
work. Applications revenue decreased from $32 arilin 1999 to $25 million in 2000 largely due toa¥@000 computer consulting work t
was completed in 1999.

Coal mining revenue for the first six months of @@kcreased $2 million compared to the same peari©@899. Full year 2000 coal revenue is
expected to be approximately 10 percent less thihgdar 1999 coal revenue due to reduced shipmerdsr long-term coal contracts in
2000.

Cost of Revenue for the first six months of 2006 Wa84 million, representing a 98 percent increase 1999 cost of revenue of $143
million as a result of the expanding communicatibusiness. The cost of revenue for the informadienvices businesses, as a percentage of
its revenue, was 74 percent for the first six mer@h2000 compared to 65 percent for the same g@ni@999. The renegotiated outsourcing
contracts are primarily responsible for the decimaformation services margins. The cost of rexeefor the coal mining business, as a
percentage of revenue, was 38% for the first sinttmoof 2000 down from 46% for the same perioddf@dl In December 1999
Commonwealth and the Company renegotiated cert@hoontracts whereby Commonwealth is no longeunired to take delivery of its coal
commitments but still must pay Level 3 the mardiesel 3 would have earned had the coal been deliver

Depreciation and Amortization expenses for thequewere $227 million, a 146 percent increase 09991deprecation and amortization
expenses of $92 million. This increase is a direstilt of the Communications assets placed in ceiivithe later half of 1999 and the first
half of 2000, including Gateways, local networksl amercity segment:
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Selling, General and Administrative expenses wdg&53nillion in 2000, representing a 71 percentéase over 1999. This increase primarily
results from the Company's addition of over 1,80@keyees during the past 12 months. The Compangdadder 1,150 employees to the
communications business during the six months gndlime 30, 2000. There was a substantial increasempensation, travel and facilities
costs due to the additional employees. The Compsayrecorded $97 million in nazash compensation for the first half of 2000 fopense
recognized under SFAS No. 123 related to granssawk options and warrants; $47 million of non-caesmpensation was recorded for the
same period in 1999. The increase in non-cash cosatien is due predominantly to an increase imtiraber of employees.
Communications, insurance and marketing costsaatributed to the higher selling, general and adstiative expenses.

EBITDA, as defined by the Company, decreased tss of ($261) million for the first half of 20000fn a ($170) million loss for the same
period in 1999. This decrease was predominantiytdtiee increase in selling, general and admirtisga@xpenses resulting from the rapid
expansion of the communications business.

Interest Income was $168 million for the first smonths of 2000 compared to $107 million in 1999isTBY% increase was predominantly

to the Company's increased average cash, cashadentsyand marketable securities balances. Averagje balances increased largely due to
the approximately $5.4 billion in proceeds receifreth the February 29, 2000 debt and equity offgginThe Company's average cash bal
also increased as a result of the September 199&r@nated Notes offering and Senior Secured Creatitlity agreement. The increase in
interest income is also due to increasing yieldthenCompany's investments due to increased mitest.

Interest Expense, net for the six months ended 30n2000 of $131 million represents a 33% incréawma the same period in 1999. The
substantial increase was due to the 6% ConveiSiblrdinated Notes issued in September 1999, thierSeecured Credit Facility entered
into in September 1999, as well as the approximét@lbillion in debt securities issued on Febru2®y2000. The amortization of the related
debt issuance costs also contributed to the ineceimserest expense in 2000. Partially offsetthnig increase was an increase in capitalized
interest from $90 million in the first half of 1998 $157 million in the first half of 2000.

Equity in Losses of Unconsolidated Subsidiaries $&K5 million for the first half of 2000, compared$49 million in 1999. The equity los:
are predominantly attributable to RCN. The Compasliare of RCN's losses, including goodwill amatton, increased by $67 million from
1999 to $120 million for the first half of 2000.

Gains on Equity Investee Stock Transactions wasiilon for the first half of 2000 compared to Hlfnillion for the same period in 1999.
RCN issued stock for the acquisition of 21st Cgniiglecom Group, Inc and for certain transactionghe first half of 2000 which diluted the
Company's ownership of RCN from 35% at Decembef 929 to 31% at June 30, 2000. In 1999, RCN isstmk in a public offering and
for certain transactions, which resulted in a peegain of $111 million to the Company.

Other, net decreased to ($3) million in 2000 frol® $illion in 1999. In 1999, the Company sold itgiigy position in Burlington Resources,
Inc., which resulted in a g-tax gain of $17 million
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Income Tax Benefit for the first half of 2000 diféefrom the statutory rate due to the limited afaility of taxable income in the carryback
period for which current year losses can be offBleé income tax benefit in 1999 differs from thatstory rate of 35% primarily due to losses
incurred by the Company's international subsidsaw@ich cannot be included in the consolidated f&&eral return, nondeductible goodwill
amortization expense and state income taxes. §@alf2000, Level 3 will recognize a portion of thepected annual benefit in each period
equal to the ratio of pre-tax loss for the periodd#d by the total estimated loss for the yeathesCompany is currently unable to conclude
that it is more likely than not that the net opmgiosses will be realizable.

Financial Condition--June 30, 2000

The Company's working capital increased from $8I®b at December 31, 1999 to $5.0 billion at Ji@e 2000 due primarily to the proce
from the debt and equity offerings completed inrgaby 2000. In February 2000, the Company issug@doxpmately 23 million shares of
common stock with net proceeds of approximately $#llion, $863 million in Convertible Subordinatdtbtes, $1.4 billion in three tranches
of U.S. dollar denominated debt securities, and$#8lion from two tranches of Euro denominatedisedebt securities.

Cash provided by operations increased from $15Bomiin 1999 to $467 million in 2000. Changes imqmnents of working capital,
including the receipt of $245 million in federatome tax refunds and payments for deferred daset Bhles, are primarily responsible for the
increase in cash provided by operations. The iser@as also partially due to additional interesbime in 2000 as a result of the proceeds
received from the debt and equity offerings. Theease was partially offset by increased intenggéese paid during 2000 and costs incu

to expand the communications business. Interedtghaing of 2000 increased due to cash paymentieBenior Secured Credit Facility and
semi-annual payments on the 6.0% Convertible Suhated Notes due 2009. The initial interest paymentthe February 2000 borrowings
are due in September 2000.

Investing activities include using the proceedsiftbe debt and equity offerings to purchase $3l®hiof marketable securities and
approximately $3.0 billion of capital expenditurpsmarily for the expanding communications andmfation services business. The
Company also realized $3.4 billion of proceeds ftbmsales and maturities of marketable securities.

Financing sources in 2000 consisted primarily efriiet proceeds of $2.4 billion from the issuanc23million shares of Level 3 common
stock, total net proceeds of approximately $3.Mdilfrom the issuance of debt and the exercigh®@Company's stock options for $12
million. The Company also repaid long-term deb$8fmillion during the first half of 2000 primarikelated to CPTC.

Liquidity and Capital Resources

Since late 1997, the Company has substantiallyased the emphasis it places on and the resowreeted to its communications and
information services business. The Company has camed the implementation of a plan to become étfasibased provider (that is, a
provider that owns or leases a substantial podfdhe property, plant and equipment necessaryduige its services) of a broad range of
integrated communications services. To reach théd, ghe Company is expanding substantially thénmss of its subsidiary, (i)Structure, li
(formerly PKS Information Services, Inc.), to ceahrough a combination of construction, purctas®leasing of facilities and other assets,
an advanced, international, end-to-end, facilibased communications network. The Company is degjgts network based on Internet
Protocol technology in order to leverage the efficies of this technology to provide lower cost ommications service:
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The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Riarexpected to be realized. These expenditugsthter with the associated early opere
expenses, may result in substantial negative dpgreash flow and substantial net operating lossethe Company for the foreseeable
future. Although the Company believes that its @s$imates and build-out schedule are reason@ld@dtual construction costs or the timing
of the expenditures may deviate from current egésial he Company's capital expenditures in conmreetith the Business Plan were
approximately $3.0 billion during the first half 2000. The majority of the spending was for coretiom of the U.S. and European intercity
networks, certain local networks in the U.S. andopg, and the transatlantic cable network. Totpltahexpenditures for 2000 are expected
to be approximately $6.3 billion versus the presiglannounced total of $4.5 billion. This incre@s¢he rate of capital expenditures is the
result of acceleration and expansion in scope@ftbmpany's Business Plan. The proceeds receiwgdtfre February 2000 debt and equity
offerings combined with the cash and marketabler#ées already on hand and the undrawn commitmemder the senior secured credit
facility, provided Level 3 with approximately $7b8lion of funds available at the end of the quarighe Company's current liquidity and the
agreement with INTERNEXT should be sufficient tadithe currently committed portions of the Busineks.

On January 24, 2000, the Company announced thatsiiexpanding the scope of its Business Plan todea significant increase in the
amount of colocation space available to the Comigamgb-centric customers, and additional localrffeilities. The Company currently
estimates that the implementation of the Businéeas Will require between $13 and $14 billion ovee tL0-year period of the Business Plan.
The Company's successful debt and equity offeiimg®bruary of 2000 have given the Company thatald implement the committed
portions of the Business Plan. However, if add@laspportunities should present themselves, the oy may be required to secure
additional financing in the future. The Company &cts to meet its additional capital needs withgireezeeds from sales or issuance of
additional equity securities, credit facilities amtther borrowings, or additional debt securities.

In addition, the Company may sell or dispose o#xg businesses or investments to fund portionke@Business Plan. The Company may
also sell or lease fiber optic capacity, or actesss conduits. The Company may not be successfoloducing sufficient cash flow, raising
sufficient debt or equity capital on terms thatill consider acceptable, or selling or leasingfiloptic capacity or access to its conduits. In
addition, proceeds from dispositions of the Comfmagsets may not reflect the assets' intrinsiseglFurther, expenses may exceed the
Company's estimates and the financing needed mhigher than estimated. Failure to generate sefitciunds may require the Company to
delay or abandon some of its future expansion peweditures, which could have material adverse effe¢he implementation of the Busin
Plan.

The Company may not be able to obtain such finaniéiand when it is needed or that, if availablglsfinancing will be on terms acceptable
to the Company. If the Company is unable to obaaiditional financing when needed, it may be reglicescale back its Business Plan and,
depending upon cash flow from its existing busieesseduce the scope of its plans and operations.

In connection with implementing the Business Plaanagement will continue reviewing the existingibesses of the Company to determine
how those businesses will complement the Compdogiss on communications and information service.i$ decided that an existing
business is not compatible with the communicatemmd information services business and if a suithbieer can be found, the Company may
dispose of that busines
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Year 2000
Level 3 Communications, LLC.

Level 3's wholly owned subsidiary, Level 3 Commuatigns, LLC, is a new company that is implementiegy technologies to provide
Internet Protocol technology-based communicati@ngises to its customers. The expenses associdtied.@vel 3 Communications, LLC's
year 2000 remediation program did not have a nadtefiect on the operating results or financialdition of Level 3 Communications, LL
through June 30, 2000. Level 3 Communications, id Got aware of any problems associated with Y88024ssues. There can be no
assurance, however, that the Year 2000 problemaaydbss incurred by any customers of Level 3 gesalt of the Year 2000 problem, will
not have a material adverse effect on Level 3 Conications, LLC's financial condition or resultsagferations in the future.

()Structure

()Structure, Inc. ("(i)Structure") provides a widariety of information technology services. (i)8tture has two main lines of business:
outsourcing and applications. The outsourcing lassins managed by (i)Structure, LLC. The applicatiousiness is managed by (i)Structure
Application Services, LLC ("IAS").

()Structure derived a substantial portion of #égenues in 1999 from projects that its subsidigk$, conducted involving Year 2000
assessment and renovation services. This expo&e®lpotential risks that may include problems wsighvices provided by IAS to its
customers and the potential claims arising und&'sAustomer contracts. IAS attempts to contragtlialit its exposure to liability for Year
2000 compliance issues. However, these contralitiéhtions may not be effective.

The expenses associated with (i)Structure's Ye@® 2fforts, did not, and the related potential @ffen (i)Structure earnings are not expected
to, have a material effect on the future operatewylts or financial condition of Level

3. (i)Structure is not aware of any problems conicgy Year 2000 issues. There can be no assuraoeeyvir, that the Year 2000 problem,
and any loss incurred by any customers of (i)Stmecas a result of the Year 2000 problem, willlmmie a material adverse effect on Leve
financial condition or results of operations in fowre.

Market Risk

Level 3 is subject to market risks arising frommdpas in interest rates, equity prices and foreiginange rates. The Company's exposure to
interest rate risk increased due to the $1.37®hiBenior Secured Credit Facility entered intateyy Company in September 1999 and the
Commercial Mortgage entered into in June 2000.fAkine 30, 2000, the Company had borrowed $47%millnder the Senior Secured
Credit Facility and $120 million under the Commatdlortgage. Amounts drawn on the debt instrumbety interest at the alternate base
rate or LIBOR rate plus applicable margins. Asdhernate base rate and LIBOR rate fluctuate, smidl the interest expense on amounts
borrowed under the facility. A hypothetical 10 partincrease in interest rates would increase anmigaest expense of the Company by
approximately $6 million. The Company continuegtaluate alternatives to limit interest rate r
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Level 3 continues to hold positions in certain ficlpltraded entities, primarily Commonwealth Telepke and RCN. The Company accounts
for these two investments using the equity metfid@. market value of these investments is approxingl.2 billion as of June 30, 2000,
which is significantly higher than their carryinglue of $270 million. The Company does not cursehdlve plans to dispose of these
investments, however, if any such transaction geclithe value received for the investments woel@dffected by the market value of the
underlying stock at the time of any such transact®20% decrease in the price of Commonwealthpfedae and RCN stock would result in
approximately a $236 million decrease in fair vabfichese investments. The Company does not clyretilize financial instruments to
minimize its exposure to price fluctuations in dg@ecurities.

The Company's Business Plan includes developinganstructing networks in Europe and Asia. As afe)80, 2000, the Company had
invested significant amounts of capital in Europd will continue to expand its presence in Europe Asia in 2000. The Company issued
(Euro)800 million in Senior Euro Notes in Febru@@00 as an economic hedge against its net invesimés European subsidiaries. Other
than the issuance of the Euro denominated deb€dnepany has not made significant use of finarioEtruments to minimize its exposure to
foreign currency fluctuations. The Company contsitgeanalyze risk management strategies to reduweah currency exchange risk.

The change in interest rates and equity securitgpiis based on hypothetical movements and areauetssarily indicative of the actual
results that may occur. Future earnings and losgkle affected by actual fluctuations in intereates, equity prices and foreign currency
rates.
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PART Il - OTHER INFORMATION
Item 4. Submission of Matters to a Vote of Securityolders
At the annual meeting of stockholders held on M2y2D00, the following matters were submitted tmte:

1. To reelect the three Class Il Directors toBwoard of Directors of Level 3 for a three-year tarniil the 2003 Annual Meeting of
Stockholders:

In Favor Withheld
R. Douglas Bradbury 297,267,760 1,592,012
Kenneth E. Stinson 297,223,733 1,636,239
Michael B. Yanney 296,931,866 1,928,106

2. In their discretion, the proxies are authoritegtote upon such other business as may propemedmefore the meeting or any adjournm
or postponements thereof:

Affirmative votes: 266 ,645,219
Negative votes: 14 ,808,265

Iltem 6. Exhibits and Reports on Form 8-K

(a) Exhibits filed as part of this report are lteelow.

Exhibit
Number

27 Financial Data Schedule.

(b) No reports on Form-K were filed by the Company during the second aarast 2000
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ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egdinne 30, 2000 and is qualified in
its entirety by reference to such financial statetsie

MULTIPLIER: 1,000,000

PERIOD TYPE 6 mo:
FISCAL YEAR END Dec 31 200
PERIOD START Jan 01 200
PERIOD END Jun 30 200
CASH 1,652
SECURITIES 4,81z
RECEIVABLES 261
ALLOWANCES 15
INVENTORY 4
CURRENT ASSET¢ 6,84:
PP&E 7,67¢
DEPRECIATION 63€
TOTAL ASSETS 14,69:
CURRENT LIABILITIES 1,83¢
BONDS 7,17(
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 4
OTHER SE 5,31%
TOTAL LIABILITY AND EQUITY 14,69
SALES 96
TOTAL REVENUES 411
CGS 37
TOTAL COSTS 284
OTHER EXPENSE¢ 712
LOSS PROVISION 0
INTEREST EXPENSE 131
INCOME PRETAX (572
INCOME TAX (20)
INCOME CONTINUING (552
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (552,
EPS BASIC (1.54
EPS DILUTED (1.54,
End of Filing
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