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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
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended March 31, 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

47-0210602
(I.LR.S. Employer
Identification No.)

Delaware
(State of Incorporation)

1025 Eldorado Blvd., Broomfield, Colorado 80021
(Address of principal executive offices)

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

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslubrter 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 cladsedssuer's common stock, as of May 1, 2000

Common Stock 365,713,340 sha
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LEVEL 3 COMMUNICATIONS, INC. AND
Consolidated Condensed Statements
(unaudited)

Thre

(dollars in millions, except share data)

Revenue $

Costs and Expenses:

Cost of revenue

Depreciation and amortization
Selling, general and administrative

Total costs and expenses

Loss from Operations

Other Income (Expense):

Interest income

Interest expense, net

Equity in losses of unconsolidated subsidiaries,ne
Gain on equity investee stock transactions

Other, net

Total other expense

Loss Before Income Taxes

Income Tax Benefit

Net Loss $

Net Loss Per Share (Basic and Diluted) $

Total Number of Weighted Average Shares
Outstanding Used to Compute Basic and Diluted
Loss Per Share (in thousands) 3

See accompanying notes to consolidated condensaucfal statement

SUBSIDIARIES
of Operations

e Months Ended

March 31,
2000 1999
177 $ 102
130 62
88 41
236 125
454 228

(277) (126)

64 50
(50)  (53)
t(55) (25)
38 -
- 2
(3) (26)



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

March 3 1, December 31,
(dollars in millions, except share data) 2000 1999
Assets
Current Assets
Cash and cash equivalents $ 25 27 $ 1,214
Marketable securities 51 53 2,227
Restricted securities 51 51
Accounts receivable, less allowances
of $11 and $9, respectively 3 02 148
Income taxes receivable 9 241
Other 69 55
Total Current Assets 8,1 11 3,936
Property, Plant and Equipment, net 54 53 4,287
Investments 2 86 300
Other Assets, net 5 14 381
$14,3 64 $ 8,904

See accompanying notes to consolidated condensaucial statement



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

(unaudited)

Marc h 31, December 31,
(dollars in millions, except share data) 20 00 1999
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable $ 963 $ 830
Current portion of long-term debt 6 6
Accrued payroll and employee benefits 53 43
Accrued interest 109 47
Deferred revenue 156 111
Other 105 88
Total Current Liabilities 1,392 1,125
Long-Term Debt, less current portion 7,047 3,989
Deferred Income Taxes 68 68
Accrued Reclamation Costs 100 99
Other Liabilities 186 218

Commitments and Contingencies

Stockholders' Equity:
Preferred Stock, $.01 par value,
authorized 10,000,000 shares;
no shares outstanding in 2000 and 1999 - -
Common Stock:
Common Stock, $.01 par value, authorized
1,500,000,000 shares; 365,296,239 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 4,959 2,501
Accumulated other comprehensive loss (27) (5)
Retained earnings 635 906
Total Stockholders' Equity 5,571 3,405
$ 14,364 $ 8,904

See accompanying notes to consolidated condensaucfal statement



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

Three Months Ended

March 31,
(dollars in millions) 2000 1999
Cash Flows from Operating Activities:
Net cash provided by operating activities $ 151 $ 55
Cash Flows from Investing Activities:
Proceeds from sales and maturities
of marketable securities 1,490 518
Purchases of marketable securities (4,396) (1,652)
Capital expenditures (1,286) (407)
Investments 3) 2)
Proceeds from sale of property, plant
and equipment and other assets - 5
Other 2) 2
Net cash used in investing activities (4,197)  (1,536)
Cash Flows from Financing Activities:
Payments on long-term debt including
current portion 2) 3)
Long-term debt borrowings,net 2,956 -
Issuances of common stock,net 2,407 1,496
Proceeds from exercise of stock options 6 8
Net cash provided by financing activities 5,367 1,501
Effect of Exchange Rate Changes on
Cash and Cash Equivalents (8) -
Net Increase in Cash and Cash Equivalents 1,313 20
Cash and Cash Equivalents at Beginning of Year 1,214 842
Cash and Cash Equivalents at End of Period $2527 $ 862

See accompanying notes to consolidated condensaucfal statement



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statement of Changes in Stockhol&ensty For the three months ended March 31, 2000

(unaudited)
Acc umulated
Additional Other

Common Paid-in  Compr ehensive Retained
(dollars in millions) Stock Capital Loss Earnings Total
Balance at
December 31,1999 $ 3 $2,501 $ (5) $ 906 $3,405
Issuances, net 1 2,406 - - 2,407
Stock options exercised - 6 - - 6
Stock option grants - 46 - - 46
Net Loss - - - (271) (271)
Other Comprehensive Loss - - (22) - (22)
Balance at
March 31, 2000 $ 4 $4,959 $ (27) $ 635 $5571

See accompanying notes to consolidated condensed fi nancial statements.



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

(unaudited)
Thr ee Months Ended
March 31,

(dollars in millions) 200 0 1999
Net Loss $ (271 ) $ (105)
Other Comprehensive Loss, before tax:

Foreign currency translation adjustments (19 ) 2)
Unrealized holding loss arising during period (3 ) 3)
Reclassification adjustment for gains included

in net loss - 2
Other Comprehensive Loss, before tax (22) 3)
Income Tax Benefit Related to Iltems of Other

Comprehensive Loss - 1
Other Comprehensive Loss, net of tax (22) 2)
Comprehensive Loss $ (293) $ (107)

See accompanying notes to consolidated condensaucfal statement



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 PK8rination Services, Inc. subsidiary and
creating, through a combination of constructiorrchase and leasing of facilities and other asaetgdvanced international, end-to-end,
facilities-based communications network (the "Business PIamhig.Company is building the network based on h#@eProtocol technology
order to leverage the efficiencies of this techgglto provide lower cost 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 three months émdiarch 31, 2000, are not necessarily indicativehefresults 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 month periods ended March 3@Q020hd 1999. Therefore, the dilutive impact ofdpgroximate 19 million shares
attributable to the convertible subordinated nigssed in September 1999, and February 2000 (Notn€ the approximate 21 million
options and warrants outstanding at March 31, 20@Dapproximate 22 million options and warrantstamnding at March 31, 1999, have not
been included in the computation of diluted lossghmre because the resulting computation wouleé baen anti-dilutive.

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

The Company is currently constructing its commuiiices 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.
As other segments are placed in service, the asfletse depreciated over their useful lives.

The Company is currently developing business sumystems 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 three months ended March 31, 2000, the @ognmvested $1,220 million in its communicationsiness, including $586 million on
the U.S. intercity network, $122 million on the Famropean intercity network, $88 million on transanic networks, $193 million on U.S.
gateway facilities and local networks, and $71iorllon 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) Cost Depreciation  Value
March 31, 2000
Land and Mineral Properties $ 61 $ (11) $ 50
Facility and Leasehold Improvements
Communications 511 (18) 493
Information Services 26 3) 23
Coal Mining 73 (64) 9
CPTC 92 (20) 82
Operating Equipment:
Communications 934 (137) 797
Information Services 52 (36) 16
Coal Mining 109 (98) 11
CPTC 17 @) 10
Network Construction Equipment 108 (13) 95
Furniture and Office Equipment 201 (79) 122
Other 141 (31) 110
Construction-in-Progress 3,635 - 3,635

$ 5,960 $ (507) $5,453

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 (20) 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 March 31, 2000, Level 3 owned approximately 38% 48% of the outstanding shares of RCN and Comumailth Telephone,
respectively, and accounts for each entity usiegetiuity method. The market value of the Company&sstment in RCN and Commonwe:
Telephone was $1,435 million and $500 million, exgjvely, on March 31, 2000. Due to a decreaseGNR stock price, the market value of
the Company's investment in RCN was $738 millioofaglay 1, 2000. The market value of the Compaimgestment in Commonwealth
Telephone was $515 million as of May 1, 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 fatate transactions which diluted the Company's awsimig of RCN from 35% at December
31, 1999 to 33% at March 31, 2000. The increaskarCompany's proportionate share of RCN's netsaiasea result of these transactions
resulted in a pre-tax gain of $38 million. The Camyp did not recognize any gains for the three n®atided March 31, 1999. The
Company's investment in RCN, including goodwill,s&148 million and $166 million at March 31, 200@ d&ecember 31, 1999,
respectively.

In October 1999, RCN announced that Vulcan Ventures had agreed to invest $1.65 billion in RCKeTinvestment, which closed on
February 28, 2000, is in the form of mandatorilyeertible 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

In December 1999, RCN announced that it was acguiLst Century Telecom Group, Inc. ("21st Centuny'a transaction valued at
approximately $500 million, payable in RCN stocklassumed debt. The acquisition was completed oih 2§ 2000. RCN issued
approximately 6.5 million shares for this transaicti

Level 3, based on current market conditions, exptctecognize significant gains when Vulcan Vesguinc. converts its RCN preferred
stock to RCN common stock and in the second quaft2000 when the 21st Century transaction closed.

The Company's investment in Commonwealth Telephiostding goodwill, was $127 million and $126 rath at March 31, 2000 and
December 31, 1999, respective



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

The following is summarized financial informatiohRCN for the three months ended March 31, 20001299, and as of March 31, 2000
and December 31, 1999.

Three Months Ended

March 31,
Operations 2000 1999
RCN Corporation:
Revenue $ 71 $ 67
Net loss available to common stockholders (154) (68)

Level 3's share:
Net loss (56) (27)
Goodwill amortization - -

Equity in net loss $ 56) $ (27)

Financial Position 2000 1999
Current Assets $3 273 $1,905
Other Assets 1 ,485 1,287
Total assets 4 , 758 3,192
Current Liabilities 229 249
Other Liabilities 2 ,193 2,168
Minority Interest 95 130
Preferred Stock 1 ,883 253
Total liabilities and preferred stock 4 ,400 2,800
Common equity $ 358 $ 392

Level 3's Investment:

Equity in net assets $ 123 $ 139
Goodwill 25 27
$ 148 $ 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 3001. In lieu of cash, the Company agreed togtce¢ the time, approximately 1.9
million shares of Data Return restricted commomlstzs payment for services to be provided. The Gompecorded 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 iraBRaturn at March 31, 2000 was approximately $71Rami The Company, however,
cannot reflect the fair value of the Data Retuwestment in its financial statements until it pars the services to Data Return or certain
restrictions expire in 2001. Due to a decline indDReturn's stock price, the market value of they@any's investment in Data Return was
million at May 1, 2000



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
5. Other Assets, net

At March 31, 2000 and December 31, 1999 other sissstsisted of the following:

(in millions) 2000 1999
Goodwill:
XCOM, net of accumulated amortization
of $43 and $37 $ 69 $ 75
GeoNet, net of accumulated amortization
of $7 and $5 15 17
BusinessNet, net of accumulated amortization
of $4 and $4 12 12
Other, net of accumulated amortization
of $8 and $6 12 14
Prepaid Network Assets 55 30
Deposits 113 64
Debt Issuance Costs,net 172 101
Pavilion Towers Office Complex 23 23
CPTC Deferred Development and Financing Costs 14 15
Unrecovered Mine Development Costs 14 14
Other 15 16
Total other assets $ 514 $ 381
Goodwill amortization expense, excluding amortiz ation expense attributable to
equity method investees, was $10 million for the three months ended March 31,

2000 and 1999.

6. Long-Term Debt

At March 31, 2000 and December 31, 1999, long-term debt 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) 573 559
Senior Euro Notes (10.75% due 2008) 480 -
Senior Discount Notes (12.875% due 2010) 364 -
Senior Euro Notes(11.25% due 2010) 288 -

Senior Secured Credit Facility:
Term Loan Facility:

Tranche A (8.75% due 2007) 200 200
Tranche B (9.50% due 2008) 275 275
Senior Notes (11.25% due 2010) 250 -
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) 114 115
Other 23 23
7,053 3,995
Less current portion (6) (6)

$7,047 $3,989




LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
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 apde®aber 15 in cash beginning September 15, 2008 116 Senior Notes are senior,
unsecured obligations of the Company, ranking passu 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 thilwgét additional indebtedness,
dividend payments, certain investments and traimsactvith affiliates.

Debt issue costs of $21 million were capitalized are being amortized as interest expense oveetheof the 11% Senior Notes.
10.75% Senior Euro Notes due 2008

On February 29, 2000, the Company received(Eurojdiibn ($478 million when issued) of net procegdger debt issuance costs, from an
offering of(Euro)500 million aggregate principal aamt 10.75% Senior Euro Notes due 2008 ("10.75%08&uro Notes"). Interest on the
notes accrues at 10.75% per year and is payaBlerivzs semi-annually in arrears on March 15 ande®elper 15 each year in cash beginning
on September 15, 2000. The 10.75% Senior Euro Nweerot redeemable by the Company prior to matubiebt costs of (Euro)12 million
($12 million) were capitalized and are being anzedi over the term of the 10.75% Senior Euro Notes.

The 10.75% Senior Euro Notes are senior, unse@abightions of the Company, ranking pari passu walttexisting 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 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 (todke extent of translation gains or losses ol §ovestment. The 10.75% Senior Euro
Notes were valued, based on current exchange edt®$480 million in the Company's financial statetseat March 31, 200l

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 DiscousteBl"). The sale proceeds of $360 million, exclgdiebt issuance costs, were recot
as long term debt. Interest on the 12.875% Senimrddnt Notes accretes at a rate of 12.875% per gempounded semi-annually, to an
aggregate principal amount of $675 million by Maféh 2005. Cash interest will not accrue on th&8212% Senior Discount Notes prior to
March 15, 2005. However, the Company may elecbtoroence the accrual of cash interest on all oudstgn 2.875% Senior Discount No
on or after March 15, 2003. In which case, thetantding principal amount at maturity of each 12%7Senior Discount Note will on the
elected commencement date be reduced to the atmatee of the 12.875% Senior Discount Note asaf tlate and cash interest shall be
payable on the 12.875% Senior Discount Notes orciMab and September 15 thereafter. Commencing @bptel5, 2005, interest on the
12.875% Senior Discount Notes will accrue at the of 12.875% per year and will be payable in @shi-annually in arrears. Accrued
interest expense for the three months ended MarcB@®0 on the 12.875% Senior Discount Notes ah$don was added to lor-term debt



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

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 redempmtate. 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%

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 redeenlth875% 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 contaitaizecovenants, which among other things, limitiaddal 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.



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
Notes to Consolidated Condensed Financial Statement
11.25% Senior Euro Notes due 2010

On February 29, 2000, the Company received (EuB)af@lion ($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 payablieasemally in arrears on March 15 and Septembegach 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 EurceNobay be redeemed at the redemption prices sletifelow, plus accrued and unpaid
interest, if any, to the redemption date. The feitgy prices are for 11.25% Senior Euro Notes redebduring the 12-month period
commencing on March 15 of the years set forth bebowd are expressed as percentages of principalrgmo

Year Redemption Price
2005 105.625%
2006 103.750%
2007 101.875%
2008 and thereafter 100.000%

In addition, at any time and from time to time,gorio March 15, 2003, the Company may redeem w@pri@ximum of 35% of the original
aggregate principal amount of the 11.25% SeniopoBgtes. The Notes may be redeemed at a redempimnequal to 111.25% of the
principal amount thereof, plus accrued and unp#ietést thereon, if any, to the redemption date. fEldlemption must be made with the
proceeds of one or more private placements to persther than affiliates of the Company or undetemi 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 milliom@re capitalized and are being amortized ovetehe of the 11.25% Senior Euro Notes.
The 11.25% Senior Euro Notes are senior, unseabigghtions of the Company, ranking pari passu waltkexisting and future senior debt.
The 11.25% 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)300 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 (toghe extent of translation gains or losses o siet investment. The 11.25% Senior
Euro Notes were valued, based on current exchaigs, rat $288 million in the Company's financiatenents at March 31, 2000.

11.25% Senior Notes due 2010

On February 29, 2000, the Company received $24iBomibf 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 yeal
is payable ser-annually in arrears on March 15 and September t&sh beginning September 15, 2C



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

The 11.25% Senior Notes are subject to redemptitimezoption of the Company, in whole or in pattaay time or from time to time on or
after March 15, 2005. The Company may redeem tl25%4 Senior Notes at the redemption prices set fmetow, plus accrued and unpaid
interest, if any, to the redemption date. The foifgy prices are for 11.25% Senior Notes redeemeihgithe 12-month period commencing
on March 15 of the years set forth below:

Year Redemption Price
2005 105.625%
2006 103.750%
2007 101.875%
2008 and thereafter 100.000%

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% Senioeslofhe redemption must be made with the procefeaiseoor more private placements to
persons other than affiliates of the Company oremwdtten public offerings of common stock of theripany 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 intefeahy, to the redemption date.

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

Debt issuance costs of $7 million were capitaliaad are being amortized as interest expense ogeet of the 11.25% Senior Notes.
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 2010 ("Subordinated Notesi®. Subordinated Notes are unsec
and subordinated to all existing and future seimidebtedness of the Company. Interest on the Sirtaded! Notes accrues at 6% per year and
is payable semi-annually in cash on March 15 amque®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, untessiously redeemed, repurchased or the Compasigdissed the conversion rights to
expire. The conversion rate is 7.416 shares pédr 846000 principal amount of Subordinated Notebjesti to adjustment in certain ever
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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 pernd 30 consecutive trading days, including the tiesling day of the period.

Trig ger Redemption
Perc entage Price
Period
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@vfch 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 March 31, @080 debt 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 Notes.

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 busis@lan, including the acquisition of telecommutiares assets.

The Company capitalized $67 million and $11 millmfninterest expense and amortized debt issuarsts pelated to network construction
and business systems development projects fohtee months ended March 31, 2000 and 1999, resphcti

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 optienadcordance with FASB Interpretation No. 28 "Aauting 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 adéied or settled in cash after adoption of theogmition provisions. Although the
recognition of the value of the instruments resultsompensation or professional expenses in atysrinancial 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.

The Company believes that SFAS No. 123 will corgitmresult in material non-cash charges to operatin 2000 and thereafter. The
amount of the non-cash charges will be dependemt amumber of factors, including the number ohtgand the fair value of each grant
estimated at the time of its awa
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The Company recognized a total of $48 million a8 #illion of non-cash compensation for the thremths ended March 31, 2000 and
1999, respectively. In addition, the Company cdigitéd $3 million and $2 million of non-cash compatisn for those employees directly
involved in the construction of the network or dieypenent of the business support systems for theethronths ended March 31, 2000 and
1999, respectively.

Non-Qualified Stock Options and Warrants

The Company did not grant any nonqualified stockoms ("NQSO") or warrants to employees duringttiree months ended March 31,
2000. The expense recognized for the three momithsceMarch 31, 2000 for NQSOs and warrants outstgrat March 31, 2000 in
accordance with SFAS No. 123 was $1 million. Iniadd to the expense recognized, the Company dagathless than $1 million of non-
cash compensation costs related to NQSOs and wsfraremployees directly involved in the constioictof the network and the
development of the business support systems. Maoth 31, 2000, the Company had not reflected $omiof unamortized compensation
expense in its financial statements for NQSOs aadtamts granted from 1998 to 1999. The Companygrezed $3 million of expense for t
three months ended March 31, 1999 for NQSOs anchwargranted in 1998 and 1999. In addition toetkgense recognized, the Company
capitalized less than $1 million of non-cash congagion costs for the three months ended March 349.1

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 management's and stockinglld@erests by basing stock option value on them@any's ability to outperform the
market in general, as measured by the Standardo&P@FS&P") 500 Index. Participants in the OSOgueon do not realize any value from
awards unless the Common Stock price outperformS&P 500 index. When the stock price gain is gretlian the corresponding gain on
the S&P 500 Index, the value received for awardteuthe OSO plan is based on a formula involvimgudtiplier related to the level by whi
the Common Stock outperforms the S&P 500 IndexthEoextent that the Common Stock outperforms the S80, the value of OSOs to a
holder may exceed the value of non-qualified stmutons.

OSO grants are made quarterly to participants eyepglon 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 winddwm¥ears.

The fair value recognized under SFAS No. 123 ferapproximately 530,000 OSOs granted to employ@esefvices performed for the three
months ended March 31, 2000 was approximately $8®m The Company recognized $42 million of compation expense in the first
quarter of 2000 for OSOs granted from 1998 to 20@@ddition to the expense recognized, $2 milbdnon-cash compensation was
capitalized for the three months ended March 300Z0r employees directly involved in the constroictof the network and development of
business support systems. As of March 31, 2000Ctmepany had not reflected $180 million of unanzedi compensation expense in its
financial statements for OSOs granted from 19980@0. The Company recognized $14 million of expdosthe three months ended March
31, 1999 for OSOs outstanding at March 31, 199@dufition to the expense recognized the Companyatized $1 million of non-cash
compensation for the three months ended March@49.
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Shareworks and Restricted Stock

The Company recorded $5 million of non-cash comatms expense for the quarter ended March 31, 28lafed to the Shareworks and
restricted stock programs. In addition to the espgerecognized, less than $1 million of non-cashpaeation was capitalized for the three
months ended March 31, 2000 for employees diréatlglved in the construction of the network and elepment of business support
systems. The nooash compensation expense for the Shareworks afritred stock programs was $1 million for the ¢gemended March 3.
1999.

Foreign subsidiaries of the Company adopted Shateymrograms in the first quarter of 2000. Foredgbsidiaries of PKS Systems
Integration adopted Shareworks Grant Plans enatim@ompany to grant shares of Level 3 commorkdtweligible employees based upon
a percentage of that employee's eligible salarfpuwpmaximum of 3%. The annual grant is expensdldaryear of the grant. Less than $1
million was recorded in the first quarter of 20@0ated to the plans. In addition, the PKS Systartegration subsidiaries adopted a plan
whereby eligible employees may defer up to 7% eirthligible compensation to purchase Level 3 comistock at the share price at the end
of the quarter.

In addition, European subsidiaries of the commuitoa segment adopted Shareworks Grant Plans ifirsiigjuarter of 2000 enabling the
Company to grant shares of Level 3 common stoaligiible employees based upon a percentage oéthptoyee's eligible salary up to a
maximum of 5%. Approximately $3 million was recodda the first quarter of 2000 related to the Ewap subsidiaries' Grant Plans.

As of March 31, 2000, the Company had unamortizedpensation costs reflected on the consolidatedermed balance sheet of $12 mill
for Shareworks and restricted stock granted fro881® 2000.

8. Stockholders' Equity

On February 29, 2000, the Company raised $2.bhijllafter underwriting discounts and offering exgeEn from the offering of 23 million
shares of its common stock through an underwrfitgsiic offering. In March 1999 the Company raisdds$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 Data

SFAS No. 131 "Disclosures about Segments of anrfiige and Related Information” establishes stadgitor reporting information about
operating segments in annual financial statememdgequires selected information about operatiggremts in interim financial reports
issued to stockholders. Operating segments are @oemps of an enterprise for which separate findintfi@rmation is available and which is
evaluated regularly by the Company's chief opegadiecision maker, or decision making group, in dieg how to allocate resources and
assess performance. Operating segments are maseggaitely and represent strategic business hatteffer different products and serve
different markets
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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 i@ (loss) before interest, income taxes, deptiecizamortization, non-cash operating
expenses (including stock-based compensation aptbess research and development charges) andnath@perating income or expense.
The Company excludes noncash compensation dug dddfption of the expense recognition provisionSFeAS No. 123. EBITDA is

commonly used in the communications industry tdyaeacompanies 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 months ended Margh2800 and 1999 for all income
statement and cash flow information presented fanthe three months ended March 31, 2000 and 1®98ll income statement and cash
flow information presented and as of March 31, 28660 December 31, 1999 for all balance sheet irdtion presented. Revenue and the
related expenses are attributed to foreign coubréesed on where services are provided.

Communications & Information Servi ces
----- Coal

(in millions) Communications Outsourcing Applica tions Mining Other Total
2000

Revenue:

North

America $ 84 $ 14 $ 10 $48 $6 $ 162
Europe 13 - 2 - - 15
Other - - - - -
Total $ 97 $ 14 $ 12 $48 $6 % 177
EBITDA:

North

America $(131) $ (1) $ 3 $ 22 $ 2 $(105)
Europe (31) - - - - (31
Other 5) - - - - (5
Total $(167) $ (1) $ 3 $22 $2 $(141)
Capital Expenditures:

North

America $ 904 $1 $ - $- $65% 970
Europe 289 - - - - 289
Other 27 - - - - 27
Total $1,220 $ 1 $ - $- $65%$1,286
Depreciation and Amortization:

North

America $ 71 $ 2 $ 1 $1 $ 2% 77
Europe 11 - - - -1
Other - - - -

Total $ 82 $ 2 $ 1 $1 $ 2% 88
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Communications & Information Service s Coal
(in millions) Communications Outsourcing Applicat ions Mining Other Total
1999
Revenue:
North
America $ 13 $ 16 $ 14 $ 51$5% 99
Europe 2 - 1 - - 3
Other - - - - - -

Total $ 15 $ 16 $ 15

EBITDA:

North

America $ (82) $ 4 $ (3
Europe 9) - -
Other - - -

Total $ (91) $ 4 $ (3

Capital Expenditures:

North

America $ 299 $ 3 $ -
Europe 60 - -
Other 15 - -

Total $ 374 $ 3 $ -

Depreciation and Amortization:

North

America $ 31 $ 2 $ 1
Europe 2 - -
Other - - -

Identifiable Assets

March 31, 2000

North

America $ 4,748 $ 75 $ 17
Europe 1,021 - 9
Other 465 - -

Total & 6,234 $ 75 $ 26

December 31, 1999

North

America $ 3,935 $ 61 $ 20
Europe 723 - 10
Other 343 - -

Total $ 5,001 $ 61 $ 30

$ 51 % 5% 102

$ 208 3% (58)
- -0

$ 208 3% (67)

$ - $30% 332
- - 60
- - 15

$ - $30% 407

$ 1% 4% 39

$ 1% 43 4

$ 323 $7,706 $12,869
- - 1,030
- - 465

$ 323 $7,706 $14,364

$345 $3,467 $7,828
- - 733
- - 343

$ 345 $3,467 $ 8,904
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The following information provides a reconciliatiohEBITDA to loss from continuing operations ftwetthree months ended March 31, 2000
and 1999:

(in millions) 2000 1999
EBITDA $ (141) $ (67)
Depreciation and Amortization Expense (88) (41)
Non-Cash Compensation Expense (48) (18)
Loss from Operations 277) (126)
Other Expense 3) (26)
Income Tax Benefit 9 47

Net Loss $ (271) $ (105)

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 loagp®d gateway sites, the Company's new corporatighesters in Colorado and a new data
center in Tempe, Arizona. Kiewit provided approxieta $462 million and $186 million of constructiservices related to these projects in
the first quarter of 2000 and 1999, respectively.

Level 3 also receives certain mine managementcasfrom Kiewit. The expense for these services$Bamillion and $7 million for the
three months ended March 31, 2000 and 1999, regelctand is recorded in selling, general and atdshiative expense
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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 obtaitigel 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 over Wwhite Company's network passes or will pass. Theptaint 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, managambelieves 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 vigonrausl

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 depysghares that became effective February 17, 108®March 9, 1999 the Company received
approximately $1.5 billion from the sale of 28.78lion shares of Common Stock and on Septembe 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 uB375 billion of common stock,
preferred stock, debt securities and depositoryesh®n February 29, 2000 the Company receivedajppately $2.5 billion of gross
proceeds from the sale of 23 million shares of comistock and the Company sold $863 million agge=gsancipal amount of 6%
Convertible Subordinated Notes due 2010 underuhe/érsal” shelf registration statement. Combinétth the remaining availability under
the initial universal shelf registration statemdrmyel 3 may offer an aggregate of up to approxatya$190 million of additional securities.

On February 17, 2000, Level 3 announced a co-lagteement whereby Global Crossing will acquire & ®vnership interest in the
previously announced Level 3 transatlantic fibeicopable now under construction. Level 3 also amued that it will acquire capacity on
Global Crossing's transatlantic cable Atlantic Ghog 1. Under the co-build agreement, Level 3 alub&@ Crossing will each separately own
and operate two of the four fiber pairs on thisis@lantic cable. At March 31, 2000 the Companydeateased construction-in-progress and
increased accounts receivable for Global Crosspayson of the transatlantic fiber optic cablegegpximately $105 million)
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12. Subsequent Event

On April 12, 2000, Level 3 signed an agreement Widitel whereby Viatel agreed to purchase an ovhigiisiterest, valued at over $150
million, in one fiber pair on the transatlanticdiboptic cable system now under construction byelL8v As a result of this agreement, both
companies will own and operate one fiber pair anttansatlantic cable. Global Crossings is alstigiating in the transatlantic cable syst
The cable connecting Europe and the United Statesgected to be ready for operation by Septenti@d..
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The following discussion should be read in conjiorctvith the Company's consolidated condensed filmhstatements (including the notes
thereto), included elsewhere herein.

This document contains forward looking statementbiaformation that are based on the beliefs ofagament as well as assumptions made
by and information currently available to the Compa/Nhen used in this document, the words "antteihdbelieve”, "plans”, "estimate" and
"expect" and similar expressions, as they relataegdCompany or its management, are intended tdifddéorward-looking statements. Such
statements reflect the current views of the Compaitly respect to future events and are subjecettam risks, uncertainties and assumpti
Should one or more of these risks or uncertaimtiaterialize, or should underlying assumptions piiaeerrect, actual results may vary
materially from those described in this document. &more detailed description of these risks aotbfs, please see the Company's

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

On January 24, 2000, Level 3 announced its intaritbadevelop and construct a Northern Asia undezabée system initially connecting
Hong Kong and Tokyo. This connection is expecteletdn service by the end of the second quart206f.. The Hong Kong-Tokyo cable is
intended to be the first stage of the Company'sttoation of an undersea network in the region. Thenpany plans to share construction
operating expenses of the system with one or nmuhestry partners.

Expansion of Business Plan

On January 24, 2000, Level 3 announced the expawnsibs Business Plan to increase the amount t&vwgy and technical space it intends to
secure to approximately 6.5 million square feetddition, the expansion includes plans to builtlsmven additional local markets in Europe
and Asia, the third ring of the European intercigtwork, and the expansion of existing local féieli. At the end of the first quarter, Level 3
had operational Gateways in 30 U.S. markets ardHiwopean markets.

Global Crossing Co-Build Agreement

On February 17, 2000, Level 3 announced a co-lagiteement whereby Global Crossing will acquire & SQvnership interest in the
previously announced Level 3 transatlantic fibeicpable now under construction. Under the coebadreement, Level 3 and Global
Crossing will each separately own and operate fitbeofour fiber pairs on this transatlantic calfi¢ March 31, 2000 the Company had
decreased construction-in-progress and increaseaiats receivable for Global Crossing's portiothef transatlantic fiber optic cable
(approximately $105). Level 3 also announced thaili acquire additional capacity on Global Croggs transatlantic cable Atlantic Cross
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 aneiotgeneral corporate purposes in connection witirtiplementation of the Business Pl



Debt Offerings

On February 29, 2000, the Company issued in priaatepublic offerings convertible subordinated sptenior 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,timg used for working capital, capital expenditjracquisitions and other general corporate
purposes in connection with the implementatiorhef Business Plan. The debt offerings consistedefdllowing:

o $863 million aggregate principal amount of its 8nvertible Subordinated Notes due 2010

o $800 million aggregate principal amount of it§4 $enior Notes due 2008

0 $250 million aggregate principal amount of its26P6 Senior Notes due 2010

0 $675 million aggregate principal amount at maguof its 12.875% Senior Discount Notes due 2010

Euro Denominated Debt Offerings

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

o (Euro)500 million aggregate principal amounttefli0.75% Senior Euro Notes due 2008
o (Euro)300 million aggregate principal amounttefli1.25% Senior Euro Notes due 2010

The Company has filed an application to have tiliese denominated securities listed on the Luxemip@tock Exchange.
Viatel Agreement

On April 12, 2000, Level 3 signed an agreement Widitel whereby Viatel agreed to purchase an ovhigiisiterest, valued at over $150
million, in one fiber pair on the transatlanticdiboptic cable system now under construction byelL8v As a result of this agreement, both
companies will own and operate one fiber pair antthnsatlantic cable. Global Crossing is alsoigip#ting in the transatlantic cable system.
The cable connecting Europe and the United Statesgected to be ready for operation by Septermb@d.2

Recent Accounting Developments

In December 1999, the SEC staff released Staff itiog Bulletin No. 101, "Revenue Recognition im#&icial Statements" ("SAB 101").
SAB 101 provides interpretive guidance on the redgn, presentation and disclosures of revenubérnfinancial statements. The financial
statements for the three months ended March 31) B&@e been prepared in compliance with SAB 10&. Cbmpany does not believe that
the adoption of SAB 101 in the second quarter @02@ill have a material affect on the Company'aficial results.

Effective July 1, 1999, the Financial Accountingu®tards Board ("FASB") issued Interpretation Nq."®Real Estate Sales, an Interpretation
of FASB Statement No. 66." Certain sale and lomgiteght-to-use agreements of dark fiber and capagitered 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 resalthe deferral of revenue recognition for thesetracts. The adoption of this FASB
Interpretation does not have a current effect e@xGbmpany's cash flows.

Accounting practice and guidance with respect godbcounting treatment of the above transactioegdfving. Any changes in the
accounting treatment could affect the way the Camicounts for revenue and expenses associatiedheie agreements in the future.

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

Revenue for the quarters ended March 31, is surzethds follows (in millions):

2000 1999

Communications and Information Services  $ 123 $ 46
Coal Mining 48 51
Other 6 5

$ 177 $ 102

Communications and information services revenughferthree months ended March 31, 2000 increaséth ®mpared to the same perioc
1999. This increase was due to growth in the conications business; communications revenue increlg&82 million, or 547 percel



from the same quarter last year. Revenue from camuations services only, excluding dark fiber saed reciprocal compensation, was $76
million. Included in total communications revenuasa$13 million of non-recurring revenue from U.8tldfiber and transatlantic undersea
contracts. Also included in total communicationgergue for the quarter was $8 million attributalolegciprocal compensation.

Information Services revenue, which is comprisedmflications and outsourcing businesses decrdasadb31 million in 1999 to $26

million in 2000. This $5 million decrease, 16 pergés due in part to a decrease in outsourcingmae from $16 million in 1999 to $14
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 $15 anilin 1999 to $12 million in 2000 largely due toa¥@000 computer consulting work t
was completed in 1999.

Coal mining revenue decreased $3 million in thet fjuarter of 2000 compared to the same perio@99.1Full year coal revenue is expected
to be approximately 10 percent less than full &89 coal revenue due to reduced shipments undg+teym coal contracts in 2000. If
current market conditions continue, the Company exiperience a significant decline in coal reveand earnings beginning in 2001 as long-
term contracts begin to expire.

Other revenue was similar to 1999 and is primaityibutable to California Private Transportatioondpany, L.P. ("CPTC") the owner-
operator of the SR91 tollroad in southern Califarni

Cost of Revenue for the first quarter 2000 was $h8lon, representing a 110 percent increase fiverquarter 1999 cost of revenue of $62
million as a result of the expanding communicatibusiness. The cost of revenue for the informadienvices businesses, as a percentage of
its revenue, was 73 percent for the first quar@&2compared to 68 percent for the same perio@99.1The cost of revenue for the coal
mining business, as a percentage of revenue, wWaddiOthe first quarter 2000 down from 47% for #ane period in 1999. In December
1999 Commonwealth Edison Company ("Commonwealtht] the Company renegotiated certain coal contraleeseby Commonwealth
Edison is no longer required to take delivery sfdbal commitments but still must pay Level 3 trergms Level 3 would have earned had the
coal been delivered. Thus, cost of revenue focta mining business, as a percentage of revemeeedsed in 2000 compared to 1999.

Depreciation and Amortization expenses for the gunavere $88 million, a 115 percent increase frbmfirst quarter 1999 deprecation and
amortization expenses of $41 million. These chargfsct the significant increase in capital spegdb support the growth of the
communications business.

Selling, General and Administrative expenses w@&6$nillion in 2000, a 89 percent increase ovest fijuarter 1999. This increase primarily
results from the Company's addition of over 1,60@kyees since the end of first quarter 1999. Tomg@any added over 450 employees to
the communications business during the quartemgnidiarch 31, 2000, bringing the total number of &le¥ employees to approximately
4,300. Compensation, travel and facilities costsaased substantially due to the additional emgsy&he Company also recorded $48
million in non-cash compensation for the first gaaof 2000 for expenses recognized under SFASLR® related to grants of stock options
and warrants; $18 million of non-cash compensatian recorded for the same period in 1999. The &%&rén non-cash compensation is due
predominantly to an increase in the Company's gpoicle and number of employees. Professional feekiding consulting fees, incurred to
develop and implement the Company's business sugypsiems, and advertising, marketing and othdéingetosts contributed to the higher
selling, general and administrative expenses. A<bmpany continues to implement the Business B#ling, general and administrative
costs are expected to continue to increase signifig.

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 $(141) million in 2000 fi®{®7) million for the same period in 1999. This d&se was predominantly due to the
increase in selling, general and administrativeeesps resulting from the rapid expansion of theroanications business. EBITDA is
commonly used in the communications industry tdy@meacompanies on the basis of operating perfor@aBBITDA is not intended to
represent cash flow for the periods indicated. Sesolidated Condensed Statement of Cash Flows.

Interest Income increased 25 percent in 2000 ton$i@liion from $50 million in 1999 predominantly die the Company's increasing average
cash, cash equivalents and marketable securitiendes. The Company's average cash balance indraaseresult of the March 1999 equity
offering and the September 1999 Subordinated Naffesing and Senior Secured Credit Facility agreetn€he Company also received
approximately $5.4 billion in net cash proceedsifrdebt and equity offerings at the end of Febr@830. The increase in interest income is
also due to increasing yields on the Company'ssimvents due to increased market rates.

Interest Expense, net decreased by $3 million dileet Company capitalizing approximately $67 milliaf interest expense on network
construction and business support systems in thiegfiarter of 2000 compared to $11 million in 1988oss interest expense increased from
$64 million for the first quarter of 1999 to $117llran for the first quarter 2000. Interest expelsereased substantially due to the 6%
Convertible Subordinated Notes issued in Septerh®@® as well as the Senior Secured Credit Faahtgred into in September 1999. First
quarter 2000 also includes one month of interegérse for the debt offerings completed in Febr@2@30. The Company issued
approximately $3 billion in debt securities on Redny 29, 2000 at rates ranging from 6.0 percet?t875 percent; approximately $25 mill
of interest expense was recorded in the first guart 2000 for these debt securities. The amoitinaif the related debt issuance costs also
contributed to the increased interest expense 0.



Equity in Losses of Unconsolidated Subsidiaries $&& million in 2000, compared to $25 million in9® 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 #isawén 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 lassesased by $29 million from first
quarter 1999 to $56 million for the first quart&0D.

Gains on Equity Investee Stock Transactions was®$i®n for the first quarter 2000. No gain on d@gunvestee stock transactions was
recorded for the first quarter 1999. RCN issuedlsfor certain transactions in the first quarte2600 which diluted the Company's
ownership of RCN from 35% at December 31, 19993% &t March 31, 2000. The increase in the Compamyjsortionate share of RCN's
net assets as a result of these transactionsadsnla pre-tax gain for the Company of $38 millfoym subsidiary stock sales in 2000.

Income Tax Benefit for the first quarter of 200felis from the statutory rate due to the limite@iability 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 subsidsaviich cannot be included in the consolidated t&&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 perioddid by the total estimated loss for the yeathesCompany is currently unable to conclude
that it is more likely than not that the net opexgiosses will be realizable.

Financial Condition--March 31, 2000

The Company's working capital increased from $2IBb at December 31, 1999 to $6.7 billion at Ma&1, 2000 due primarily to the
proceeds from the debt and equity offerings coredl@t February 2000. In February 2000, the Comssyed approximately 23 million
shares of common stock with net proceeds of appratdly $2.4 billion, $863 million in Convertible Bordinated Notes, $1.4 billion in three
tranches of U.S. dollar denominated debt securidied $780 million from two tranches of Euro denoatéd senior debt securities.

Cash provided by operations increased from $55anilh 1999 to $151 million in 2000. Changes in gaments of working capital, includii
the receipt of $245 million in federal income tatunds, are primarily responsible for the increaseash provided by operations. The
increase was also partially due to additional Bgeimcome in 2000 as a result of the proceedsvestérom the debt and equity offerings. 1
increase was partially offset by increased intezgpense paid during the first quarter 2000. Irstepaid during the first quarter of 2000
increased due to cash payments on the Senior $eCueelit Facility and semi-annual payments on tB&%GConvertible Subordinated Notes
due 2009.

Investing activities include using the proceedsrfithe debt and equity offerings to purchase $4libhiof marketable securities and $1.3
billion of capital expenditures, primarily for tlexpanding communications and information serviaesriess. The Company also realized
$1.5 billion of proceeds from the sales and maasgiof marketable securities.

Financing sources in 1999 consisted primarily efilet proceeds of $2.4 billion from the issuanc3million shares of Level 3 common
stock, total net proceeds of approximately $3dmillfrom debt borrowings and the exercise of the @amy's stock options for $6 million. The
Company also repaid long-term debt of $2 milliomidg the first quarter of 2000 primarily relatedG®TC.

Liquidity and Capital Resources

Since late 1997, the Company has substantiallyased the emphasis it places on and the resowreesed to its communications and
information services business. The Company has amed the implementation of a plan to become #éitfastbased provider (that is, a
provider that owns or leases a substantial podfahe 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, PKS
Information Services, Inc., ("PKSIS") to createptigh a combination of construction, purchase aadihg of facilities and other assets, an
advanced, international, end-to-end, facilitiesdohsommunications network. The Company is desigitingetwork based on Internet
Protocol technology in order to leverage the efficies of this technology to provide lower cost ommications services.

The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Riarexpected to be realized. These expenditugsthter with the associated early opere
expenses, 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 $1.3 billion during the first quart#r2000. The majority of the spending was for ¢omgion of the U.S. and European
intercity networks, certain local networks in theSUand Europe, and the transatlantic cable netlatal capital expenditures for 2000 are
expected to be approximately $4.5 billion versuspgheviously announced total of $3.5 billion. Tinisrease in the rate of capital expenditt
is the result of acceleration of the Company's Bess Plan. The proceeds received from the FebR@x§ debt and equity offerings
combined with the cash on hand and the undrawn doments under the senior secured credit facilitpyvled Level 3 with approximately
$8.6 billion of funds available at the end of theadfer. The Company's current liquidity and theeagrent with INTERNEXT should be
sufficient to fund the currently committed portioofsthe Business Plan.

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 Comgamgl-centric customers, and additional local fiber fies. The Company current



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 adddilaspportunities should present themselves, thefaoy 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' intrinsigeglFurther, 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 fingniéiand when it is needed or that, if availablglsfinancing will be on terms acceptable
to the Company. If the Company is unable to obéaiditional financing when needed, it may be reglicescale back its Business Plan and,
depending upon cash flow from its existing busiresseduce the scope of its plans and operations.

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



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 nsdtefiect on the operating results or financialditon of Level 3 Communications, LL
through March 31, 2000. Level 3 Communications, Lis@ot aware of any problems associated with 2880 issues. There can be no
assurance, however, that the Year 2000 problemaandbss incurred by any customers of Level 3 assalt 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.

PKSIS.

PKS Information Services, Inc. provides a wide &griof information technology services. PKSIS has main lines of business: outsourcing
and applications. The outsourcing business is nethby PKS Computer Services
LLC. The applications business is managed by PKSeBys Integration LLC ("PKSSI").

PKSIS derived a substantial portion of its revennek999 from projects that its subsidiary, PKSSInducted involving Year 2000
assessment and renovation services. This exposeSIR& potential risks that may include problemtwgervices provided by PKSSI to its
customers and the potential claims arising unde8 &k customer contracts. PKSSI attempts to camtrby limit its exposure to liability for
Year 2000 compliance issues. However, these canaiblimitations may not be effective.

The expenses associated with PKSIS' Year 2000tgfftid not, and the related potential effect orSPK earnings are not expected to, have a
material effect on the future operating resultfimancial condition of Level 3. PKSIS is not awafeany problems concerning Year 2000
issues. There can be no assurance, however, th¥etr 2000 problem, and any loss incurred by aisyoeners of PKSIS as a result of the
Year 2000 problem, will not have a material adveffect on Level 3's financial condition or resuwfsoperations in the future.

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®hilBenior Secured Credit Facility entered intalie Company in September 1999. As of
March 31, 2000, the Company had borrowed $475anillinder the Senior Secured Credit Facility. Amewitawn on the term loan and
revolving credit facilities bear interest at theeahate base rate or LIBOR rate plus applicablegmar As the alternate base rate and LIBOR
rate fluctuate, so too will the interest expensemounts borrowed under the facility. A hypothdti@ percent increase in interest rates
would increase annual interest expense of the Coynpya approximately $5 million. The Company congsuo evaluate alternatives to limit
interest rate risk.

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 approxindl.9 billion as of March 31, 2000,
which is significantly higher than their carryinglue of $275 million. The Company does not cursehtlve 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 $387 million decrease in fair vabfi¢ghese investments. Due to a decline in RCM'sksprice, the Company's investment in
RCN had a market value of $738 million at May 10@0The market value of the Company's investme@dmmonwealth Telephone was
$515 million at May 1, 2000. The Company does motently utilize financial instruments to minimis exposure to price fluctuations in
equity securities.

The Company's Business Plan includes developingansitructing networks in Europe and Asia. As oféla31, 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 Febru2B00 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 finariogtruments to minimize its exposure to
foreign currency fluctuations. The Company contsiteeanalyze 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 losgeke affected by actual fluctuations in interestes, equity prices and foreign currency
rates.



LEVEL 3 COMMUNICATIONS, INC. AND SUBSIDIARIES
PART Il - OTHER INFORMATION
Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits filed as part of this report are lgteelow.

Exhibit
Number

27 Financial Data Schedule.

(b) On February 4, February 25, and February 200 2the Company filed Current Reports on Form &Miting to the offering, pricing and
sale, respectively, of dollar-denominated senides@and senior discount notes, Euro denominatedrssotes, convertible subordinated
notes, and Level 3 common stock.

On February 7, 2000, the Company filed a CurremgdReon Form 8-K, excerpts from a conference hobiethe Company on January 24,
entitled "Silicon Economics Il: Supply, Demand dbidaggregation”.

On February 18, 2000, the Company filed a Curreaggd® on Form 8-K announcing that Global Crossitdy vould acquire a 50%
ownership interest in Level 3's transatlantic fibptic cable system currently under constructioraddition, Level 3 announced that it had
acquired additional capacity on Global Crossing 'ktttansatlantic cable Atlantic Crossing
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Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

LEVEL 3 COMMUNICATIONS, INC.

Dat ed: May 10, 2000 \'s\ Eric J. Mrtensen
Eric J. Mrtensen
Vice President, Controller
and Principal Accounting Oficer
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ARTICLE 5

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egditarch 31, 2000 and is qualified in
its entirety by reference to such financial statetsie

MULTIPLIER: 1,000,000

PERIOD TYPE 3 mo:t
FISCAL YEAR END Dec 31 200
PERIOD START Jan 01 200
PERIOD END Mar 31 200!
CASH 2,521
SECURITIES 5,20¢
RECEIVABLES 31z
ALLOWANCES 11
INVENTORY 3
CURRENT ASSET¢ 8,111
PP&E 5,96(
DEPRECIATION 507
TOTAL ASSETS 14,36+
CURRENT LIABILITIES 1,39:
BONDS 7,047
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 4
OTHER SE 5,567
TOTAL LIABILITY AND EQUITY 14,36+
SALES 48
TOTAL REVENUES 177
CGS 19
TOTAL COSTS 13C
OTHER EXPENSE¢ 324
LOSS PROVISION 0
INTEREST EXPENSE 50
INCOME PRETAX (280;
INCOME TAX 9)
INCOME CONTINUING (271,
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (271,
EPS BASIC (.77)
EPS DILUTED (.77)
End of Filing
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