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FORM 10-Q
UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)

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

or

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

Commission file number 0-15658

LEVEL 3COMMUNICATIONS, INC.

(Exact name of registrant as specified in its @rart

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

Delaware
(State of Incorporation)

80021

1025 Eldorado Blvd., Broomfield, CO
(Zip Code)

(Address of principal executive offices)
(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 sslobrter period that the registrant was requirefilésuch reports(s)), and (2) has been
subject to such filing requirements for the pastag@s. Yes X No

The number of shares outstanding of each clagseassuer's common stock, as of October 30, 2000:

Common Stock 367,158,317 sha
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LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Consolidated Condensed Statements of Operations

(dollars in millions, except share data)

Revenue
Costs and Expenses:
Cost of revenue
Depreciation and amortization
Selling, general and administrative expenses

Total costs and expenses

Loss from Operations
Other Income (Expense):
Interest income
Interest expense, net
Equity in losses of unconsolidated subsidiaries,
Gain on equity investee stock transactions
Other, net
Total other income (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)

(unaudited)
Three Months Ended Nine Month
September 30, Septembe
2000 1999 2000
$ 341 $ 134 $ 752
199 100 483
164 63 391
298 178 783
661 341 1,657
(320) (207) (905)
87 51 255
(64) (34) (195)
net (70) (34) (186)
- 5 95
6 1) 3
(41) (23) (28)
(361) (220) (933)
10 73 30
$(351) $(147) $(903)
$(0.96) $(0.43) $(2.50)
366,788 340,298 360,956

See accompanying notes to consolidated condensaucial statement



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

(dollars in millions, except share data)

Assets

Current Assets
Cash and cash equivalents
Marketable securities
Restricted securities
Accounts receivable, less allowances of $23 and
Income taxes receivable
Other

Total Current Assets
Property, Plant and Equipment, net
Investments

Other Assets, net

(unaudited)

September 30,
2000

D

$9, respectively 375

See accompanying notes to consolidated condensaucial statement

ecember 31,
1999



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

(unaudited)
September 30, D ecember 31,
(dollars in millions, except share data) 2000 1999
Liabilities and Stockholders' Equity
Current Liabilities:
Accounts payable $ 1,094 $ 830
Current portion of long-term debt 14 6
Accrued payroll and employee benefits 99 43
Accrued interest 94 a7
Deferred revenue 159 74
Other 98 88
Total Current Liabilities 1,558 1,088
Long-Term Debt, less current portion 7,140 3,989
Deferred Revenue 352 37
Accrued Reclamation Costs 94 99
Other Liabilities 339 286
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;
367,150,722 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 5,079 2,501
Accumulated other comprehensive loss (101) (5)
Retained earnings 3 906
Total Stockholders' Equity 4,985 3,405
$14,468 $ 8,904

See accompanying notes to consolidated condensaucfal statement



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

(unaudited)
Nine Mon ths Ended
Septe mber 30,
(dollars in millions) 2000 1999
Cash Flows from Continuing Operations:
Net cash provided by operating activities $ 512 $ 410
Cash Flows from Investing Activities:
Proceeds from sales and maturities of marketable securities 5,882 4,369
Purchases of marketable securities (7,482) (4,254)
Investments (28) 3)
Proceeds from sale of property, plant and equipm ent and other assets 67 11
Capital expenditures (4,450) (2,154)
Other - 1
Net cash used in investing activities (6,011) (2,030)
Cash Flows from Financing Activities:
Payments on long-term debt including current por tion (18) 5)
Long-term debt borrowings, net 3,088 1,250
Increase in cash and restricted securities (6) (495)
Issuances of common stock, net 2,407 1,498
Proceeds from exercise of stock options 14 18
Net cash provided by financing activities 5,485 2,266
Effect of Exchange Rate Changes on Cash and Cash Eq uivalents (42) 2)
Net Change in Cash and Cash Equivalents (56) 644
Cash and Cash Equivalents at Beginning of Year 1,214 842
Cash and Cash Equivalents at End of Period $1,158 $ 1,486
Supplemental Disclosure of Cash Flow Information:
Interest paid $ 324 $ 100

See accompanying notes to consolidated condensaucial statement



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statement of Changes in Stockhol&epsty For the nine months ended September 30, 2000

(unaudited)

Accumulated
Additional Other

Common Paid-in  Comprehensive  Retained
(dollars in millions) Stock Capital Loss Earnings Total
C>
Balance at
December 31, 1999 $ 3 $ 2,501 $ (5 $ 906 $ 3,405
Common Stock:
Issuances, net 1 2,406 - - 2,407
Stock options exercised - 14 - - 14
Stock option grants - 153 - - 153
Shareworks plan - 5 - - 5
Net Loss - - - (903) (903)
Other Comprehensive Loss - - (96) - (96)
Balance at September 30, 2000 $ 4 $5,079 $ (101) $ 3 $ 4,985

See accompanying notes to consolidated condensaucial statement



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statements of Comprehensive L oss
(unaudited)

(dollars in millions)

Net Loss

Other Comprehensive Income (Loss), before tax:
Foreign currency translation adjustments

Unrealized holding loss arising during
the period

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

Other Comprehensive Income (Loss), net of tax

Comprehensive Loss

See accompanying notes to consolidated condensaucial statement

Three Months Ended
September 30,

2000 1999 2000
$ (351) $ (147) $ (903)
(21) 9 (68)
(25) - (28)
(46) 9 (96)

- ©) -
(46) 6 (96)

(397)

$ (141) $ (999)

Nine Mo
Septe

nths Ended
mber 30,

$ (296)



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements
1. Summary of Significant Accounting Policies

The consolidated condensed financial statemenhsdadhe accounts of Level 3 Communications, Inc subsidiaries (the "Company" or
"Level 3") in which it has control, which are engagn enterprises primarily related to communiagatiand information services, and coal
mining. Fifty-percent-owned mining joint ventureg @onsolidated on a pro rata basis. Investmenithier companies in which the Company
exercises significant influence over operating fimaincial 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 DecerBbel999 has been condensed from
the Company's audited balance sheet as of thatAlatgther financial statements contained hereswnaudited 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 perjpesented. The Company's accounting policiesaridin 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 shoulddaal in conjunction with the
Company's audited consolidated financial statemamdsnotes thereto. The preparation of the coraliicondensed financial statements in
conformity with generally accepted accounting pipies requires management to make estimates anchatisns that affect the reported
amount of assets and liabilities, disclosure oftiogrent assets and liabilities and the reporteduarhof revenue and expenses during the
reported period. Actual results could differ fronese estimates.

The Company has embarked on a plan to becomeliiéaebased provider (that is, a provider that even leases a substantial portion of the
property, plant and equipment necessary to pratsdgervices) of a broad range of integrated comaoations services in the United States,
Europe and Asia. To reach this goal, the Compasyelkpanded substantially the business of its (if8tre, Inc. (formerly PKS Information
Services, Inc.) subsidiary and created, througbnabination of construction, purchase and leasinfgdfities and other assets, an advanced
international, end-to-end, facilities-based commations network (the "Business Plan"). The Comparwilding the network based on
Internet Protocol technology in order to leverduye ¢fficiencies of this technology to provide lowest communications services.

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 effect on the Company's financial results.

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 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 resolthe deferral of revenue recognition for thegeeaments over the term of the agreement
(currently up to 20 years). The adoption of thisSBAInterpretation does not have a current effedherCompany's cash flows however, it
will result in substantial amounts of deferred mawe related to long-term dark fiber and capacity Byreements.

Accounting practice and guidance with respect godbcounting treatment of the above transactioegdfving. Any changes in the
accounting treatment could affect the way the Camiccounts for revenue and expenses associatiedong-term dark fiber and capacity
IRU agreements in the futut



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements

The Company expects taxable losses for fiscal 20@Xceed available taxable income in the availabteyback period. For fiscal 2000,
Level 3 will recognize a portion of the expectediaa benefit in each period equal to the ratioreffax loss for the period to the total
estimated annual loss for the year.

The results of operations for the nine months er@kgatember 30, 2000 are not necessarily indicafitiee results expected for the full year.

Where appropriate, items within the consolidatendemsed financial statements have been reclas#ifiedthe previous periods to conform
to current period presentation.

2. Loss Per Share

Basic loss per share amounts have been computegl th& weighted average number of shares duriny gperdod. The Company had a net
loss for the three and nine month periods endete8#yer 30, 2000 and 1999. Therefore, the dilutivpact of the approximate 19 million
shares attributable to the convertible subordinateds issued in September 1999, and February @01@

6), and the approximate 22 million options and aats outstanding at both September 30, 2000 a8d@ember 30, 1999 have not been
included in the computation of diluted loss perrstzecause the resulting computation would hava bad-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 capitdli@sed 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 expefmesmployees directly associated with such prsjactd interest costs incurred when
developing the business support systems are dapdalJpon completion of the projects, the totataaf the business support systems are
amortized over their useful lives of 3 years.

Capitalized business support systems and netwarktieaction costs that have not been placed in gehave been classified as construction-
in-progress within Property, Plant and Equipment enfthlowing table:



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES

Notes to Consolidated Condensed Financial Statex

Accumulated Book
(dollars in millions) Cost Depreciation Value
>
September 30, 2000
Land and Mineral Properties $ 82 $ (10) $ 72
Facility and Leasehold Improvements:
Communications 730 (26) 704
Information Services 25 4) 21
Coal Mining 68 (64) 4
CPTC 92 (11) 81
Network Infrastructure 1,138 (21) 1,117
Operating Equipment:
Communications 996 (322) 674
Information Services 51 (33) 18
Coal Mining 99 (91) 8
CPTC 17 9) 8
Network Construction Equipment 140 (23) 117
Furniture and Office Equipment 234 (103) 131
Other 176 (47) 129
Construction-in-Progress 5,091 - 5,091
$ 8,939 $ (764) $8,175
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
Network Infrastructure 211 4) 207
Operating Equipment:
Communications 475 (79) 396
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

4. Investments

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



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements

Commonwealth Telephone holds Commonwealth Telepmmepany, an incumbent local exchange carrier dipgran various rural
Pennsylvania markets, and CTSI, Inc., a competitieal exchange carrier which commenced operaiini997.

On September 30, 2000 Level 3 owned approximatehy and 48% of the outstanding shares of RCN andn@mmwealth Telephone,
respectively, and accounts for each entity usiegetiuity method. The market value of the Company&sstment in RCN and Commonwe:
Telephone was $553 million and $395 million, resipety, on September 30, 2000. Due to the decreeR€N's and Commonwealth
Telephone's stock price, the market value of the@my's investments in RCN and Commonwealth we2® $dillion and $369 million,
respectively, as of October 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'serahip of RCN from 35% at December 31, 1999 to at%eptember 30, 2000. The
increase in the Company's proportionate share M'R@et assets as a result of these transactienkie@ in a pre-tax gain of $95 million for
the Company for the nine months ended Septembe&(®®,. The Company recognized a pre-tax gain 06$iilion for the nine months
ended September 30, 1999 as a result of RCN isshiaiges in a secondary offering and for certaimstations. The Company's investment in
RCN, including goodwill, was $71 million and $166lllan at September 30, 2000 and December 31, 1&3Pectively.

In October 1999, RCN announced that Vulcan Ventures had agreed to invest $1.65 billion in RCMeTinvestment, which closed on
February 28, 2000, is in the form of mandatorilyweertible 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 pereshavel 3 expects to recognize a
significant gain when Vulcan Ventures, Inc. conséts RCN preferred stock to RCN common stock.

The Company's investment in Commonwealth Telephiookjding goodwill, was $128 million and $126 riath at September 30, 2000 and
December 31, 1999, respectively.

The following is summarized financial informatiohRCN for the three and nine months ended Septe8Mme2000 and 1999, and as of
September 30, 2000 and December 31, 1999 (in msljio

Three Months Ended Nine Mo nths Ended
September 30, Septe mber 30,
Operations 2000 1999 2000 1999
RCN Corporation:
Revenue $ 8 $ 70 $ 238 $ 204
Net loss available to common shareholders (234) (96) (595) (232)

Level 3's share:
Net loss (70) 37) (189) (89)
Goodwill amortization - - Q)

Equity in net loss $ (70) $ (37) $ (190) $ (90)




LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES

Notes to Consolidated Condensed Financial Statex

Financial Position 2000 1999
Current Assets $ 2,372 $ 1,905
Other Assets 2,424 1,287
Total assets 4,796 3,192
Current Liabilities 334 249
Other Liabilities 2,253 2,168
Minority Interest 83 130
Preferred Stock 1,954 253
Total liabilities and preferred stock 4,624 2,800
Common equity $ 172 $ 392

Level 3's Investment:

Equity in net assets $ 48 $ 139
Goodwill 23 27
$ 71 $ 166

The Company continues to develop its program thatlves making investments in certain early st&yedntric entities in connection with
those entities agreeing to purchase various serwioen the Company. The Company records thesedactinas as investments and deferred
revenue. As of September 30, 2000, the Companyihreédtments with a carrying amount of $22 millemd had provided less than $1
million of services related to this program.

5. Other Assets, net

At September 30, 2000 and December 31, 1999 ofsetsiconsisted of the following:

(in millions) 2000 1999
Goodwill, net of accumulated amortization of $94 an d $52 $ 76 $ 118
Prepaid Network Assets 35 30
Deposits 144 64
Debt Issuance Costs, net 160 101
Pavilion Towers Office Complex - 23
CPTC Deferred Development and Financing Costs 14 15
Other 18 30
Total other assets $ 447 $ 381

Goodwill amortization expense, excluding amortizatexpense attributable to equity method investeas,$23 million and $42 million for
the three and nine months ended September 30, @a@@iwill amortization expense, excluding amori@aexpense attributable to equity
method investees, was $8 and $26 million for theettand nine months ended September 30, 1999.

On June 30, 2000, the Company sold the PavilioneFswffice complex and the buyer assumed $15 mibhorelated debt resulting in net
proceeds of approximately $7 millia



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements
6. Long-Term Debt

At September 30, 2000 and December 31, 1999, lemg-tiebt 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) 603 559
Senior Euro Notes (10.75% due 2008) 439 -
Senior Discount Notes (12.875% due 2010) 387

Senior Euro Notes (11.25% due 2010) 264

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 (9.02% 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) 114 115
Other 16 23
7,154 3,995
Less current portion (14) (6)
$7,140 $ 3,989

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 :1aterues 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 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 thiligsét additional indebtedness,
dividend payments, certain investments and traisactvith 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 (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 ("10.75808&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 Nwerot redeemable by the Company prior to maturit

Debt issuance costs of (Euro)12 million ($12 mil)iavere capitalized and are being amortized owetéhm of the 10.75% Senior Euro No



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements

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 et$439 million in the Company's financial statetseat September 30, 20(

12.875% Senior Discount Notes due 2010

On February 29, 2000, the Company sold in a prigéfering $675 million aggregate principal amountreaturity 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% Seniscddint Notes accretes at a rate of 12.875% per gempounded semi-annually, to an
aggregate principal amount of $675 million by Matdh 2005. Cash interest will not accrue on th@712% 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 atematee 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 Bbptel5, 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 from the date of issuance thr@agitember 30, 2000 on the 12.875% Senior DiscoatedNof $27 million was added to
long-term 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 malgeen 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 P rice
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% Sem@count 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 intéfesty, to the redemption dat



LEVEL 3COMMUNICATIONS, INC. AND SUBSIDIARIES
Notesto Consolidated Condensed Financial Statements

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.

11.25% Senior Euro Notes due 2010

On February 29, 2000, the Company received (Eu@flion ($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 ("11.25808&uro Notes"). Interest on the
notes accrues at 11.25% per year and is payablieasgmally in arrears on March 15 and Septembezadh 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 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@prtaximum 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 undetemi public offerings of common stock
of the Company resulting in gross proceeds ofadtl&100 million in the aggregate.

Debt issuance costs of (Euro)7 million ($7 milliamgre capitalized and are being amortized ovetafra 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 cavisnavhich among other things, limit additional éhdedness, dividend payments, certain
investments and transactions with affiliates.

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 (todhe extent of translation gains or losses ol st investment. The 11.25% Senior
Euro Notes were valued, based on current exchaigs, rat $264 million in the Company's financiateents at September 30, 2C
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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 Redempt ion 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 proceeniseoor 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, unsecuredatialits of the Company, ranking pari passu witlesibting and future senior debt. The
11.25% Senior Notes contain certain covenants, lwaicong other things, limit additional indebtedneldgdend 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.
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 separateld bglthe Company as restricted cash.

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 Depmas follows:
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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 Extensiotio®p

At September 30, 2000 the interest rate was 9.02%.

The Commercial Mortgage may not be prepaid dutirgfirst twenty-four months. Thereafter, the ComtraMortgage 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 oggetim of the Commercial Mortgage.
6% Convertible Subordinated Notes due 2010

On February 29, 2000, the Company received $836omibf net proceeds, after transaction costs, feopublic offering of $863 million
aggregate principal amount of its 6% Convertible@dinated Notes due 2010 ("Subordinated Notedi§. Subordinated Notes are unsec
and subordinated to all existing and future seimdebtedness of the Company. Interest on the Sirtadedi Notes accrues at 6% per year and
is payable semi-annually in cash on March 15 amiedeber 15 beginning September 15, 2000. The jp@heimount of the Subordinated
Notes will be due on March 15, 201

The Subordinated Notes may be converted into slwre@mmon stock of the Company at any time praathe 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 pdr 846000 principal amount of Subordinated Notebjesi to adjustment in certain events.

Prior to March 18, 2003, Level 3, at its option ymadeem the notes, in whole or in part, at themggtion prices specified below plus accr
interest. Level 3 may exercise this option if thierent 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.

Period Trigger P ercentage Redemption 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. Lewveb§ 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 st trading day of that period. At September2ZB®0, no 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 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 $106 million and $263 wnillof interest expense and amortized debt issuzoats related to network construction
and business systems development projects fohtke find nine months ended September 30, 20003&nahilion and $65 million for the
three and nine months ended September 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 "Aauting For Stock Appreciation Rights
and Other Variable Stock Option or Award Plans'Ili{'8"). The recognition provisions of SFAS No. 1&& 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 theognition 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 $61 million at8&million of noneash compensation for the three and nine monthsdeBdptember 3
2000, respectively. In addition, the Company céigiégd $3 million and $8 million of non-cash compatisn for those employees directly
involved in the construction of the network or deypeent of the business support systems for theethnd nine months ended September 30
2000, respectively.

The Company recognized a total of $39 million a8 illion of non-cash compensation for the threé aine months ended September 30,
1999, respectively. In addition, the Company cdigitéd $3 million and $6 million of non-cash compatisn for those employees directly
involved in the construction of the network or deypenent of the business support systems for theethnd nine months ended September 30
1999.

Non-Qualified Stock Options and Warrants

The Company granted 230,000 nonqualified stockoopt("NQSO") to employees during the nine montldedrSeptember 30, 2000. The
Company did not grant any warrants during the mioaths ended September 30, 2000. The expense ieeddar the three and nine months
ended September 30, 2000 for NQSOs and warrargtaoding at September 30, 2000 in accordance WARBEINo. 123 was $6 and $8
million, respectively. In addition to the expenseagnized, the Company capitalized less than $ilomibf non-cash compensation costs for
the three and nine months ended September 30,r2@16d to NQSOs and warrants for employees dyréttiolved in the construction of the
network and the development of the business suggstéms. As of September 30, 2000, the Companydiactflected $13 million of
unamortized compensation expense it
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financial statements for NQSOs and warrants grafnted 1998 to September 30, 2000.

The Company recognized $1 million and $5 milliorespense for the three and nine months ended Sbpte3, 1999 for NQSOs and
warrants granted in 1998 and 1999. In additiohéoexpense recognized, the Company capitalizedHagss$1 million and $1 million of non-
cash compensation costs for the three and nineha@mded September 30, 1999.

Outperform Stock Option Plan

In April 1998, the Company adopted an outperforotistoption ("*OSO") program that was designed sotttmCompany's stockholders
would receive a market return on their investmezioite OSO holders receive any return on their ogtidhe Company believes that the C
program aligns directly participants' and stockleoddinterests by basing stock option value orCtbeapany's ability to outperform the mar
in general, as measured by the Standard & Po&&R") 500 Index. Participants in the OSO programdbrealize any value from awards
unless the Common Stock price outperforms the S8PiBdex. When the stock price gain is greater tharcorresponding gain on the S&P
500 Index, the value received for awards unde@B8@ plan is based on a formula involving a mukiplelated 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 stoufons.

OSO awards are made quarterly to eligible partitipan the date of the grant. Each award vestgualegjuarterly installments over two ye
and has a four-year life. Each award has a two-yeaatorium on exercise from the date of grantakssult, once a participant is 100%
vested in the grant, the two-year moratorium expifderefore, each grant has an exercise winddwmfears.

The fair value recognized under SFAS No. 123 ferapproximately 2,124,000 OSOs awarded to partitipir services performed for the
nine months ended September 30, 2000 was apprain&t81 million. The Company recognized $46 millend $133 million of
compensation expense for the three and nine menithsd September 30, 2000 for OSOs granted from tt92800. In addition to the
expense recognized, $2 million and $6 million oh+oash compensation was capitalized for the thnéenine months ended September 30,
2000 for employees directly involved in the constian of the network and development of businegpett systems. As of September 30,
2000, the Company had not reflected $142 millionrdmortized compensation expense in its finastéiEments for OSOs granted from
1998 to 2000. The Company recognized $35 millioth 4 million of expense for the three and nine thernded September 30, 1999 for
OSOs outstanding at September 30, 1999. In additidime expense recognized the Company capitafi2zedillion and $5 million of non-
cash compensation for the three and nine monthsde8dptember 30, 1999.

Shareworks and Restricted Stock

The Company recorded $5 million and $13 milliomof-cash compensation expense for the three and ninthsiended September 30, 2
related to the Shareworks and restricted stockraprog. In addition to the expense recognized, $lilamihnd $2 million of non-cash
compensation was capitalized for the three and mioeths ended September 30, 2000, respectivelnfigroyees directly involved in the
construction of the network and development of esé support systems. The non-cash compensatiengxfor the Shareworks and
restricted stock programs was $3 million and $7ionilfor the three and nine months ended Septe@bet999
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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 September 30, 2000, the Company had notatefieunamortized compensation expense of $21 milbo Shareworks and restricted
stock granted from 1998 to 2000 in its financiatesments.

In July 2000, the Company adopted a convertiblperfibrm stock option program ("C-OSQ"), as an esim of the existing Shareworks
plan. The program is a component of the Compamgeing employee retention efforts and offers thaeséeatures of an OSO, but provides
an employee with the greater of the value of alsisgare of the Company's common stock at exemigbge calculated OSO value of a sir
OSO at the time of exercise.

C-0SO awards are made to eligible employees emglogehe date of the grant. The first awards weaderin September 2000 and the next
awards are expected to be made to the participaltecember 2000. Each award vests over three psdidlows: 1/6 of each grant in the
first year, a further 2/6 in the second year amdrémaining 3/6 in the third year. Each award ismediately exercisable upon vesting. Awards
expire four years from the date of the grant.

The fair value recognized under SFAS No. 123 ferapproximately 961,000 C-OSOs awarded to empldipgesrvices performed for the
three months ended September 30, 2000 was apprhyn$d06 million. The Company recognized $4 milliof compensation expense for
the three and nine months ended September 30,f20B0S0s awarded in 2000. In addition to the esgerecognized, less than $1 million
of non-cash compensation was capitalized for theethnd nine months ended September 30, 2000 foogees directly involved in the
construction of the network and development of hess support systems. As of September 30, 200@dhgany had not reflected $102
million of unamortized compensation expense ifiitancial statements for C-OSOs awarded in 2000.

8. Stockholders' Equity

On February 29, 2000, the Company raised $2.bhijlafter underwriting discounts and offering exgen from the offering of 23 million
shares of its common stock through an underwrfitgsiic offering. In March 1999 the Company raisdds$billion, after underwriting
discounts and offering expenses, from the offedng8.75 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 "Discesabout Segments of an Enterprise and Relatedhafion”. SFAS No. 131
establishes standards for reporting informatiorudbperating segments in annual financial statesnamdl requires selected information al
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 sepaaatélepresent strategic business
units that offer different products and serve défeé 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, equ
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investments and other corporate assets and ovenmadtributable 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 compensationraptbicess research and development charges) aadrath-operating income or expense.
The Company excludes non-cash compensation die adoption of the expense recognition provisidnSFAS No. 123. EBITDA is
commonly used in the communications industry tdymeacompanies 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 followingludes information for the three and nine montided September 30, 2000 and 1999 for
all income statement and cash flow information emésd, and as of September 30, 2000 and Decemp&839 for all balance sheet
information presented. Revenue and the relatedrnsegseare attributed to foreign countries basedlmrevservices are provide
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Notes to Consolidated Condensed Financial Statex

Communications & Inf

(in millions) Communications Out

Three Months Ended September 30, 2000

Revenue:

North America $ 237 $
Europe 18

Asia -

Total $ 255 $
EBITDA:

North America $  (73) $
Europe (43)

Asia (11)

Total $  (127) $

Capital Expenditures:

North America $ 1,145 $
Europe 182
Asia 80

Total $ 1,407 $

Depreciation and Amortization:

North America $ 132 $
Europe 21
Asia -

Total $ 153 $

Nine Months Ended September 30, 2000

Revenue:

North America $ 459 $
Europe 46

Asia -

Total $ 505 $
EBITDA:

North America $  (293) $
Europe (117)

Asia (24)

Total $  (434) $

Capital Expenditures:

North America $ 3,383 $
Europe 936
Asia 119

Total $ 4,438 $

Depreciation and Amortization:
North America $ 316 $
Europe 51
Asia -

Total $ 367 $

ormation Services

sourcing

Coal

Applications  Mining Other

17

17

1 3 $ 2% 6
4 - % - -
4 1% - 3% -
2 6 $ 1 % 2
2 6 $ 1 % 2
46 29 $ 146 $ 17
46 38 $ 146 $ 17
- 6 $ 65 $ 5
- 2 - -

- 8 $ 65 $ 5
6 18 48 -
- 1 - -

6 2 $ 4% -
7 7 $ 4% 5
- 1 - -

7 8 $ 4 8% 5

Total
$ 320
21
$ 341
$  (41)
(43)
(11)
$ (95
$ 1,149
183
80
$ 1,412
$ 143
21
$ 164
$ 697
55
$ 752
$ (217)
(115)
(24)
$ (356)
$ 3,394
937
119
$ 4,450
$ 339
52
$ 391
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Communications & Inf ormation Services Coal

(in millions) Communications Out sourcing  Applications  Mining Other Total

Three Months Ended September 30, 1999

Revenue:
North America $ 33 $ 17 $ 15 $ 60 $ 5 $ 130
Europe 3 - 1 - - 4
Asia - - - - - -
Total $ 36 $ 17 $ 16 $ 60 $ 5 $ 134
EBITDA:
North America $ (107) $ 5 $ B $ 25 % - $ (80)
Europe (24) - - - - (24)
Asia Q) - - - - Q)
Total $ (132) $ 5 $ 3 $ 25 % - $ (105)

Capital Expenditures:

North America $ 718 $ 2 $ - $ 1 % - $ 721

Europe 218 - - - - 218

Asia - - - - - -
Total $ 936 $ 2 $ - $ 1 3 - $ 939

Depreciation and Amortization:

North America $ 49 $ 3 $ - $ 2 3 2 $ 56

Europe 7 - - - - 7

Asia - - - - - -
Total $ 56 $ 3 $ - $ 2 3 2 $ 63

Nine Months Ended September 30, 1999

Revenue:
North America $ 62 $ 51 $ 42 $ 158 $ 16 $ 329
Europe 7 - 6 - - 13
Asia - - - - - -
Total $ 69 $ 51 $ 48 $ 158 $ 16 $ 342
EBITDA:
North America $ (296) $ 12 $ (7) $ 64 % 2 $ (225)
Europe (50) - 1 - - (49)
Asia 1) - - - - Q)
Total $ (347) $ 12 $ B $ 64 % 2 $ (275)

Capital Expenditures:

North America $1,635 $ 7 $ 1 % 13 - $ 1,644

Europe 510 - - - - 510

Asia - - - - - -
Total $ 2,145 $ 7 $ 1 $ 19 - $ 2,154

Depreciation and Amortization:

North America $ 121 $ 7 $ 3 3 4 3% 6 $ 141
Europe 13 - 1 - - 14
Asia - - - - - -

Total $ 134 $ 7 $ 4 3 4 8% 6 $ 155
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formation Services Coal

urcing Applications  Mining Other

Communications & In

(in millions) Communications Outso

Identifiable Assets

September 30, 2000

North America $ 6,986 $ 68 $ 16 $ 306 $5,040
Europe 1,848 - 9 - 36
Asia 144 - - - 15

Total $8,978 $ 68 $ 25 $ 306 $5,001

December 31, 1999

North America $ 3,697 $ 63 $ 18 $ 336 $3,751
Europe 993 - 8 - 18
Asia 18 - - - 2

Total $ 4,708 $ 63 $ 26 $ 336 $3,771

1,893
159

The following information provides a reconciliatiohEBITDA to loss from operations for the threelarnine months ended September 30,

2000 and 1999:

Three Months Ended Nine Mon
September 30, Septem

(in millions) 2000 1999 2000
EBITDA $ (95) $ (105) $ (356)
Depreciation and Amortization Expense (164) (63) (391)
Non-Cash Compensation Expense (61) (39) (158)

Loss from Operations (320) (207) (905)
Other Income (Expense) (42) (13) (28)
Income Tax Benefit 10 73 30
Net Loss $ (351) $ (147) $ (903)

10. Related Party Transactions

ths Ended
ber 30,

Peter Kiewit Sons', Inc. ("Kiewit") acted as thengeal contractor on several significant projectstifi@ 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 approxietga $1,322 million and $592 million of construatigervices related to these projects in

the first nine months of 2000 and 1999, respedtivel

Level 3 also receives certain mine managementas¥rom Kiewit. The expense for these services$@amillion and $24 million for the
three and nine months ended September 30, 20@&atdsely, and is recorded in selling, general addhinistrative expenses. The expens

these services was $9 and $23 million for the threEnine months ended September 30, 1999, regplgc
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In September 2000 the Company sold its entireestan Walnut Creek Mining Company to Peter Kiegans', Inc. for $37 million. The sale
resulted in a pre-tax gain of $22 million to thenGmany.

11. Other Matters

In August 1999 the Company was named as a defemd&chweizer vs. Level 3 Communications, Inc.lgtaapurported 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 granteaiftiffs 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 tamiiits 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. Althodgth@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, managebelieves the Company has substantial defengbs 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 demrysghares 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 229 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@@osd "universal" shelf registration covering uB375 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 camistock and the Company sold $863 million aggeegéancipal amount of 6%
Convertible Subordinated Notes due 2010 underuhesérsal” shelf registration statement. Combinétth the remaining availability under
the initial universal shelf registration statemdrmyel 3 may offer an aggregate of up to approxalya$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 annouraaeel 3 transatlantic fiber optic cable. Level 8ahnnounced that it will acquire capacity
on Global Crossing's transatlantic cable Atlantio€sing 1. Under the co-build agreement, Level@@lobal Crossing will each separately
own and operate two of the four fiber pairs on &g 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 installed by Level 3. Asslteof this agreement, both companies will
own and operate one fiber pair on the transatlaatide. The Company expects to recognize revenwepamtion of this contract in the fourth
quarter of 2000, with the remainder being recoghizeer the term of the contract.

On August 24, 2000 the Company announced thatlisigned a letter of intent to purchase more thanillBon cabled fiber kilometers of
third generation LEAF fiber from Corning Inc. Lev&bplans to begin installing the fiber in
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second conduit in the first quarter of 2001 andeexpto be substantially complete by the end of/dar. Corning's LEAF fiber will
significantly increase Level 3's network capac
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Management's Discussion and Analysis of
Financial Condition and Results of Operations

The following discussion should be read in conjiorctvith the Company's consolidated condensed fimhistatements (including the notes
thereto), included elsewhere herein. This docurnentains forward looking statements and informatfat are based on the beliefs of
management as well as assumptions made by andniation currently available to the Company. Wherduseghis document, the words
"anticipate", "believe", "plans", "estimate" andpect" and similar expressions, as they relatbeécdompany or its management, are intel

to identify forward-looking statements. Such statats reflect the current views of the Company watspect to future events and are subject
to certain risks, uncertainties and assumptionsuBlhone or more of these risks or uncertaintietenalize, or should underlying assumpti
prove incorrect, actual results may vary materiftiyn those described in this document. For a ndetailed description of these risks and

factors, please see the Company's additional §limigh the Securities and Exchange Commission.
Recent Developments
Northern Asia Undersea Cable System

On January 24, 2000, Level 3 announced its interitbadevelop and construct a Northern Asia undezabée system initially connecting
Hong Kong and Tokyo. This connection is expecteletdn service by the end of the second quartg06f.. 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 feetoASeptember 30, 2000, the Company has secured>apgately 5.5 million square feet of
data center space around the world and has prefuthe acquisition of another 1.0 million squart fer data center space. In addition, the
expansion includes plans to build-out additionablanarkets in Europe and Asia, the third ringhaf European intercity network, and the
expansion of existing local facilities. At the ewitthe third quarter, Level 3 had operational Gatgsvin 41 U.S. markets, five European
markets and one Asian market.

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 annouriaaetl 3 transatlantic fiber optic cable. Under tloebuild agreement, Level 3 and Global
Crossing will each separately own and operate fitbeofour fiber pairs on Level 3's transatlantible. Level 3 also announced that it will
acquire additional capacity on Global Crossingisdatlantic cable Atlantic Crossing 1.

Common Stock Offering

On February 29, 2000, the Company closed the $818 million shares of its common stock throughualerwritten 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
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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 Compayistezed the Euro denominated
securities with the Luxembourg Stock Exchange éngbcond quarter of 2000.

The Company valued the notes in total at $780 onilat February 29, 2000. Due to the decline irBhe exchange rate (1 (Euro) to $ 0.975
at February 29, 2000 compared to 1 (Euro) to $Da8BSeptember 30, 2000), the notes were valugdebZompany at $703 million at
September 30, 2000.

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 Level 3's transatliarfiber optic cable system installed by Level 3 &result of this agreement, both companies
will own and operate one fiber pair on the traresatt cable. The Company expects to recognize te/en a portion of this contract during
the fourth quarter of 2000, with the remainder beicognized over the term of the contract.

Extension of Shareworks Program

In July 2000, the Company adopted a convertiblperdiorm stock option program ("C-OS0O"), as an esi@m of the existing Shareworks
plan. The program is a component of the Compamgeing employee retention efforts and offers thraeséeatures of an OSO, but provides
an employee with the greater of the value of alsisgare of the Company's common stock at exemidbge calculated OSO value of a sir
OSO at the time of exercise.

C-0OSO0 awards are made to eligible employees emglogahe date of the grant. The first awards weaderin September 2000 and the next
awards are expected to be made to the particiaftscember 2000. Each award vests over three padidlows: 1/6 of each grant in the
first year, a further 2/6 in the second year amdrémaining 3/6 in the third year. Each award ismediately exercisable upon vesting. Awards
expire four years from the date of the grant.

Corning Fiber Agreement

On August 24, 2000 the Company announced thatlisigned a letter of intent to purchase more thanillbon cabled fiber kilometers of
third generation LEAF fiber from Corning Inc. Lev&plans to begin installing the fiber in its seda@onduit in the first quarter of 2001 and
expects to be substantially complete by the entiefear. Corning's LEAF fiber will significantipérease Level 3's network capac
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Recent Accounting Developments

In December 1999, the SEC staff released Staff iatiog 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 results.

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 resolthe deferral of revenue recognition for thegeeaments over the term of the agreement
(currently up to 20 years). The adoption of thisSBAInterpretation does not have a current effedherCompany's cash flows however, it
will result in the substantial amounts of deferredenue related to long-term dark fiber and capdBitV agreements.

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

Results of Operations 2000 vs. 1999

Third Quarter 2000 vs. Third Quarter 1999

Revenue for the quarters ended September 30, is s ummarized as follows (in
millions):
2000 1999
Communications and Information Services $ 285 $ 69
Coal Mining 50 60
Other 6 5

$ 341 $ 134

Communications and information services revenughferthree months ended September 30, 2000 inck&4886 compared to the same
period in 1999. This increase was due to growtthéncommunications business; communications revermeased by $219 million, or 608
from the same quarter last year. Revenue from camgations services only, excluding dark fiber saed reciprocal compensation, was
$136 million. Included in total communications raue was $101 million of non-recurring revenue fior. dark fiber contracts entered into
before June 30, 1999. Also included in total comivations revenue for the quarter was $18 millidnitaitable to reciprocal compensation.

Information services revenue, which is comprisedpglications and outsourcing businesses decrdamadb33 million in 1999 to $30
million in 2000. This $3 million, or 9%, decreasediue to a reduction in applications revenue fra@ Sillion in 1999 to $13 million in 200l
The decrease in applications revenue was largatallyear 2000 computer consulting work that wasmeted in 1999. Outsourcing
revenue was $17 million for the third quarter o0@@&nd 1999
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Coal mining revenue decreased $10 million in theltquarter of 2000 compared to the same perid®B9. The decrease in revenue is
primarily attributable to the reduced shipmentsarridng-term coal contracts. Full year 2000 coaéreie is expected to be approximately
10% less than full year 1999 coal revenue duedaaed shipments under long-term coal contract®@02The Company expects to
experience a significant decline in coal revenu @arnings beginning in 2001 as long-term contriaetgn 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 third quarter 2000 was $tigon, representing a 99% increase over thirdrtgr 1999 cost of revenue of $100
million as a result of the expanding communicatibusiness. Overall the cost of revenue for the canications business, as a percentage of
revenue, decreased significantly from 144% durirgquarter ended September 30, 1999 to 62% durengame period of 2000. This
decrease is attributed to the expanding communpitsibusiness. The cost of revenue for the infoonadervices businesses, as a percentage
of its revenue, was 67% for the third quarter dd@@nd consistent with the cost of revenue forstmae period in 1999. The cost of revenue
for the coal mining business, as a percentagevehige, was 42% for the third quarter of 2000 dosemf43% for the same period in 1999. In
December 1999 Commonwealth Edison Company ("Comraaltil’) and the Company renegotiated certain coairacts whereby
Commonwealth is no longer required to take delivarigs coal commitments but still must pay Leveahg& margins Level 3 would have
earned had the coal been delivered. Thus, costvehue for the coal mining business, as a percemfigevenue, decreased in 2000 comp

to 1999.

Depreciation and Amortization expenses for the rmavere $164 million, a 160% increase from thedtljuarter 1999 deprecation and
amortization expenses of $63 million. This increiasa direct result of the communications assetsqa in service in the later half of 1999
and the nine months ended September 30, 2000dinglgateways, local networks and intercity segment

Selling, General and Administrative expenses w@@33$nillion in the three months ended SeptembeRB00, a 67% increase over third
quarter 1999. This increase primarily results fitthn Company's addition of over 2,200 employeesesihe end of third quarter 1999. The
Company added over 900 employees to the commumnsabiusiness during the quarter ending Septemh&080, bringing the total number
of Level 3 employees to approximately 5,900. Conspéion, travel and facilities costs increased sutiilly due to the additional employe
The Company also recorded $61 million in non-caghpensation for the third quarter of 2000 for exggsnrecognized under SFAS No. 123
related to grants of stock options, warrants ahémstock based compensation programs; $39 mitlioron-cash compensation was recorded
for the same period in 1999. The increase in naf-campensation is due predominantly to an increefee number of employees.
Communication expenses and insurance costs al$obrdad to the higher selling, general and adniaiive expenses. As the Company
continues to implement the Business Plan, add iadditemployees and implement compensation arraagento attract and retain additional
employees, selling, general and administrativescast expected to continue to increase signifigantl

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 expmtognition provisions of SFAS No. 123. EBIT
improved to a loss of $95 million in the third gtearof 2000 from a $105 million loss for the saneei@d in 1999. This improvement was
predominantly due to the higher margins receivechfthe communications business (specifically ddrérfsales). EBITDA is commonly
used in the
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communications industry to analyze companies orb#sés of operating performance. EBITDA is notiirtted to represent cash flow for the
periods indicated. See Consolidated Condensednstateof Cash Flows.

Interest Income increased 71% in 2000 to $87 milfrom $51 million in 1999 predominantly due to thempany's increased average cash,
cash equivalents and marketable securities balambesCompany's average cash balance increaseckssleof the $5.4 billion in net
proceeds received from debt and equity offeringspleted in February 2000 and $1.3 billion of pratefrom the Convertible Subordinated
Notes and Senior Secured Credit Facility borrowingSeptember 1999. The increase in interest indsraiso due to increasing yields on
Company's investments due to increased market R¢esling utilization of the cash, cash equivalants marketable securities, the Comp
invests the funds primarily in government and gaweent agency securities. The investment stratelfiyomvide lower yields on the funds,
but is expected to reduce the risk to principahim short term prior to using the funds in impletrenthe Business Plan.

Interest Expense, net increased by $30 milliont# Sillion during the third quarter of 2000. Intstexpense increased substantially due to
the 6% Convertible Subordinated Notes issued irieédaiper 1999 as well as the Senior Secured Credilitifantered into in September 19
Third quarter 2000 also includes interest expeasthe debt offerings completed in February 200 Tompany issued approximately $3
billion in debt securities on February 29, 2000adts ranging from 6.0% to 12.875%. The amortizatibthe related debt issuance costs also
contributed to the increased interest expense 0@ 2Partially offsetting this increase was an iaseein capitalized interest from $35 million
in the third quarter of 1999 to $106 million in tterd quarter of 2000.

Equity in Losses of Unconsolidated Subsidiaries $&3 million in 2000, compared to $34 million in2® 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
incurring significant costs in developing its buesis plan. The Company's share of RCN's lossesding goodwill amortization, increased
$33 million from third quarter 1999 to $70 millidor the third quarter 2000.

Other, net increased to $6 million in 2000 from)(#1illion in 1999. The increase is predominatelyilatited to the third quarter sale of the
Company's 50% interest (representing the Compamie interest) in the Walnut Creek Mining Compataya related party, which resulted
in a $22 million pre-tax gain. This gain was palyiaffset by a loss from other-than temporary desin the value of investments.

Income Tax Benefit for the third quarter of 200fets from the statutory rate due to the limite@iability of taxable income in the carrybs
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 subsidsamehich cannot be included in the consolidated &&&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 periodhe total estimated loss for the year as the Gomfs currently unable to conclude under the
relevant accounting standards that the net operaigses will be realizabl
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Nine Months 2000 vs. Nine Months 1999

Revenue for the nine months ended September 30, i s summarized as follows
(in millions):
2000 1999
Communications and Information Services $ 589 $ 168
Coal Mining 146 158
Other 17 16

$ 752 $ 342

Communications and information services revenueeamed during the first nine months of 2000 by 25t#hpared to the same period in
1999. This increase was due to growth in the conicatiopns business; communications revenue increlag&d 36 million, or 632% from the
same period last year. Revenue from communicaiensces only, excluding dark fiber sales and medal compensation, was $316 million.
Included in total communications revenue was $14Bom of non-recurring revenue from U.S. dark fitmontracts entered into before June
30, 1999 that met the criteria for sales-type leas®munting. Also included in total communicatioegenue for the first nine months was $40
million attributable to reciprocal compensation.

Information services revenue, which is comprisedpglications and outsourcing businesses, decréesadb99 million in 1999 to $84
million in 2000. This $15 million or 15% decreagedue in part to a decrease in outsourcing revénone $51 million in 1999 to $46 million
in 2000. Outsourcing revenue decreased due toxtiieation of contracts and certain current cliamtgotiating new contracts and extending
the contract life at lower rates. Outsourcing raxewas also affected by the completion in 1999 edirY2000 computer processing work.
Applications revenue decreased from $48 milliod®99 to $38 million in 2000 largely due to Year Q@®mputer consulting work that was
completed in 1999.

Coal mining revenue for the first nine months o®Q@ecreased $12 million compared to the sameageri999. Full year 2000 coal rever
is expected to be approximately 10% less tharyidr 1999 coal revenue due to reduced shipments lmag-term coal contracts in 2000
and the sale of the Company's entire interestaritalnut Creek Mining Company.

Cost of Revenue for the first nine months of 20@&$483 million, representing a 99% increase 0960 Tost of revenue of $243 million as
a result of the expanding communications busir@ssrall the cost of revenue for the communicationsiness, as a percentage of revenue,
decreased significantly from 154% during the pegaded September 30, 1999 to 72% for the samedoefi®d000. This decrease is attribu
to the expanding communications business and tbhegtmargins on dark fiber sales. The cost of raednr the information services
businesses, as a percentage of its revenue, wa$or2be first nine months of 2000 compared to &6%the same period in 1999. The
renegotiated outsourcing contracts are primargpomsible for the decline in information serviceargins. The Company expects full year
gross margin for the communications business tappeoximately 25% in 2000. The cost of revenudtercoal mining business, as a
percentage of revenue, was 40% for the first ninaths of 2000 down from 46% for the same perioti989. In December 1999
Commonwealth and the Company renegotiated certgihapntracts whereby Commonwealth is no longenired 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 $391 million, a 152% increase over 199%etsiion and amortization expenses
of $155 million. This increase is a direct resdlti®e communications assets placed in servic
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the later half of 1999 and the nine months endgde®aber 30, 2000, including Gateways, local netwankd intercity segments.

Selling, General and Administrative expenses w&g33$nillion in 2000, representing a 70% increaser d999. This increase primarily
results from the Company's addition of over 2,20@keyees during the past 12 months. There was stautial increase in compensation,
travel and facilities costs due to the additiomapoyees. The Company also recorded $158 milliamoin-cash compensation for the nine
months ended September 30, 2000 for expenses ligedgmder SFAS No. 123 related to grants of sttions and warrants; $86 million
non-cash compensation was recorded for the saneprrl999. The increase in non-cash compensidoe predominantly to an increase
in the number of employees. Communications, insteabad debt, data processing and marketing clssteantributed to the higher selling,
general and administrative expenses.

EBITDA, as defined by the Company, decreased tss of $356 million for the nine months ended Saptr 30, 2000 from a $275 million
loss for the same period in 1999. This decreasemedominantly due to the increase in selling, galrend administrative expenses resulting
from the rapid expansion of the communications fess.

Interest Income was $255 million for the first nmenths of 2000 compared to $158 million in 1998isT61% increase was predominantly
due to the Company's increased average cash, gaslakents and marketable securities balances.a@eecash balances increased largely
due to the approximately $5.4 billion in proceegiseived from the February 29, 2000 debt and ea@diiefrings. The Company's average cash
balance also increased as a result of the SeptetBB8rSubordinated Notes offering and Senior SecGredit Facility agreement. The
increase in interest income is also due to incngagields on the Company's investments due to &rseré market rates.

Interest Expense, net for the nine months endeteB8dyer 30, 2000 of $195 million represents a 48&eiase from the same period in 1999.
The substantial increase was due to the 6% Cobleeiubordinated Notes issued in September 198%¢hior Secured Credit Facility
entered into in September 1999, as well as theoappately $3 billion in debt securities issued @bFRuary 29, 2000. The amortization of the
related debt issuance costs also contributed tmtiieased interest expense in 2000. Partiallyettffgy this increase was an increase in
capitalized interest from $65 million in the nin@nths ended September 30, 1999 to $263 milliothfersame period in 2000.

Equity in Losses of Unconsolidated Subsidiaries $£86 million for the nine months ended Septemife2B800, compared to $83 million in
1999. The equity losses are predominantly attritdateto RCN. The Company's share of RCN's losseljding goodwill amortization,
increased by $100 million from 1999 to $190 millilmm the nine months ended September 30, 2000.

Gains on Equity Investee Stock Transactions was$iilen for the nine months ended September 30026bmpared to $116 million for the
same period in 1999. RCN issued stock for the attipn of 21st Century Telecom Group, Inc and fertain transactions in the nine months
ended September 30, 2000 which diluted the Compamynership of RCN from 35% at December 31, 199818 at September 30, 2000.
1999, RCN issued stock in a public offering anddertain transactions, which resulted in a pregaix of $116 million to the Company.

Other, net decreased to $3 million in 2000 from #iifion in 1999. The decrease is predominately tua $17 million gain from the sale of
its equity position in Burlington Resources, Inecagnized in 1999.

Income Tax Benefit for the nine months ended Sepe&rB0, 2000 differs from the statutory rate duthtolimited availability of taxable
income in the carryback period for which currertiylwsses can be offset. The income tax benefi98® differs from the statutory rate of
35% primarily due to losse
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incurred by the Company's international subsid&nehich 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 periodhe total estimated loss for the year as the Goms currently unable to conclude under the
relevant accounting standards that the net operaisses will be realizable.

Financial Condition - September 30, 2000

The Company's working capital increased from $8I®b at December 31, 1999 to $4.1 billion at Sapber 30, 2000 due primarily to the
proceeds from the debt and equity offerings coneglé@t February 2000. In February 2000, the Comgssyed 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 securiéied $780 million from two tranches of Euro denmatéd senior debt securities.

Cash provided by operations increased from $410omiin 1999 to $512 million in 2000. Changes imqmnents of working capital,
including the receipt of $245 million in federatome tax refunds and payments for deferred dasr fifansactions for which revenue will be
deferred, are primarily responsible for the incesimscash provided by operations. The increasealsaspartially due to additional interest
income in 2000 as a result of the proceeds recdioad the debt and equity offerings. The increass wartially offset by increased interest
expense paid during 2000 and costs incurred torekffee communications business. Interest paid duha first nine months of 2000, as
compared to the same period in 1999, increasedodcesh payments on the Senior Secured Creditifysaild semi-annual payments on the
6.0% Convertible Subordinated Notes due 2009, bad-ebruary 2000 borrowings.

Investing activities include using the proceedsrfithe debt and equity offerings to purchase $7libbiof marketable securities and
approximately $4.4 billion of capital expenditurpsmarily for the expanding communications andmfation services business. The
Company also realized $5.9 billion of proceeds ftbmsales and maturities of marketable securities.

Financing sources in 2000 consisted primarily efriiet proceeds of $2.4 billion from the issuanc23illion shares of Level 3 common
stock, total net proceeds of approximately $3.ldnilfrom the issuance of debt and the exercigh®Company's stock options for $14
million. The Company also repaid long-term deb$b8 million during the nine months ended Septen30e22000 primarily related to the
Pavilion Towers office complex and 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 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 necessarydwige its services) of a broad range of
integrated communications services. To reach thid, ghe Company has expanded substantially thedssof its subsidiary, (i)Structure,
Inc. (formerly PKS Information Services, Inc.), acréated, through a combination of constructiom¢cpase and leasing of facilities and other
assets, an advanced, international, end-to-enifitiemsbased communications network. The Compaay deesigned its network based on
Internet Protocol technology in order to leverduye ¢fficiencies of this technology to provide lowest communications services.

The development of the Business Plan will requigaificant capital expenditures, a substantial jporof which will be incurred before any
significant related revenues from the Business Riarexpected to be realized. These expenditugsthter with the associated early opere
expenses, ma
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result in substantial negative operating cash fiod substantial net operating losses for the Coynfmarthe foreseeable future. Although the
Company believes that its cost estimates and litdschedule are reasonable, the actual constnuotists or the timing of the expenditures
may deviate from current estimates. The Compamggal expenditures in connection with the Busirlss were approximately $4.4 billion
during the nine months ended September 30, 20 nTdjority of the spending was for constructiorthef 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. This increaséhia rate of capital expenditures is the resultoakteration and expansion in scope of the
Company's Business Plan. The proceeds receivedtfreiebruary 2000 debt and equity offerings combiwith the cash and marketable
securities already on hand and the undrawn commisnender the senior secured credit facility, pded Level 3 with approximately $6.0
billion of funds available at the end of the quariéthe Company's current liquidity and committedtcacts should be sufficient to fund the
currently committed portions of the Business Plan.

On January 24, 2000, the Company announced thatsiexpanding 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 offelimg®bruary of 2000 have given the Company thetahd implement the committed
portions of the Business Plan. However, if adddiaspportunities should present themselves, thegaoy 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 actests conduits. The Company may not be successimoducing 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' intrinsiceglFurther, expenses may exceed the
Company's estimates and the financing needed mhigher than estimated. Failure to generate sefiiciunds 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 fingnifiand when it is needed or that, if availablglsfinancing will be on terms acceptable
to the Company. If the Company is unable to ob&aiditional 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.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 nsdtefiect on the operating results or financialditon of Level 3 Communications, LL
through September 30, 2000. Level 3 Communicatibb€, is not aware of any problems associated wigary2000 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 resultsaygferations 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 applicatibusiness is managed by (i)Structure
Application Services, LLC ("IAS").

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

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

3. (i)Structure is not aware of any problems conicgy Year 2000 issues. There can be no assuraoeevir, that the Year 2000 problem,
and any loss incurred by any customers of (i)Stmecas a result of the Year 2000 problem, willlmte 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®bibenior Secured Credit Facility entered intdliwy Company in September 1999 and the
Commercial Mortgage entered into in June 2000. #ASeptember 30, 2000, the Company had borrowed 8#ilibn under the Senior
Secured Credit Facility and $120 million under @@mmercial Mortgage. Amounts drawn on the debtumsénts bear interest at the alter
base rate or LIBOR rate plus applicable marginsth&salternate base rate and LIBOR rate fluctisie¢po will the interest expense on
amounts borrowed under the facility. A hypothetit@% increase in interest rates would increasearinterest expense of the Company by
approximately $6 million. The Company continuegtaluate 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 approxity&948 million as of September 30,
2000, which is significantly higher than their gang value of $199 million. The Company does natently have plans to dispose of these
investments, however, if any such transaction geclithe value received for the investments woel@fected by the mark
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value of the underlying stock at the time of angtstransaction. A 20% decrease in the price of Conwealth Telephone and RCN stock
would result in approximately a $190 million de@ean fair value of these investments. The Comphugs not currently utilize financial
instruments to minimize its exposure to price fliadtons in equity securities.

The Company's Business Plan includes developinganstructing networks in Europe and Asia. As gftSeber 30, 2000, the Company
had invested significant amounts of capital in Pperand will continue to expand its presence in gerand Asia in 2000. The Company
issued (Euro)800 million in Senior Euro Notes iffesry 2000 as an economic hedge against its mestiment in its European subsidiaries.
Other than the issuance of the Euro denominatet thebCompany has not made significant use ofhfife instruments to minimize its

exposure to foreign currency fluctuations. The Camypcontinues to analyze risk management stratégiesiuce foreign currency exchange
risk.

The change in interest rates and equity securitgpiis based on hypothetical movements and areaueissarily 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 6. Exhibits and Reportson Form 8-K
(a) Exhibits filed as part of this report are lgteelow.

Exhibit
Number

27 Financial Data Schedule

(b) No reports on Form-K were filed by the Company during the third quad£2000.
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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 3COMMUNICATIONS, INC.

Dat ed: Novenber 2, 2000 \s\ Eric J. Mrtensen
Eric J. Mrtensen
Vice President, Controller
and Principal Accounting Oficer
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ARTICLES

This schedule contains summary financial infornragatracted from the Form 10-Q for the period egdéeptember 30, 2000 and is

qualified in its entirety by reference to such fioel statements.

MULTIPLIER: 1,000,000

PERIOD TYPE 9 mo:t
FISCAL YEAR END Dec 31 200
PERIOD START Jan 01 200
PERIOD END Sep 30 200
CASH 1,15¢
SECURITIES 3,93¢
RECEIVABLES 39¢
ALLOWANCES 23
INVENTORY 2
CURRENT ASSET¢ 5,621
PP&E 8,93¢
DEPRECIATION 764
TOTAL ASSETS 14,46¢
CURRENT LIABILITIES 1,55¢
BONDS 7,14(
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 4
OTHER SE 4,981
TOTAL LIABILITY AND EQUITY 14,46¢
SALES 14€
TOTAL REVENUES 752
CGS 58
TOTAL COSTS 485
OTHER EXPENSE¢ 1,17¢
LOSS PROVISION 0
INTEREST EXPENSE 19t
INCOME PRETAX (933,
INCOME TAX (30)
INCOME CONTINUING (903
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (903,
EPS BASIC (2.50;
EPS DILUTED (2.50;
End of Filing
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